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INVESTORS OVERVIEW 

The 1990s have brought a new investment boom to Latin America. Since 1989, 
businesses in the United States, Japan and Europe have quadrupled their investments in the 
region. This new wave of investment is not being led by the traditional heavy indusny 
players. nor is it propelled by the historical attraction of exploiting •comparative 
advantages." such as low labor costs, climatic conditions and abundant natural resources. 
Rather, the boom reflects the realization that there are segments in this very large and 
growing market that are clearly underexploited - particularly for a large range of consumer 
products, technology and services. Economic policies encouraging trade h"beralization and 
the free movement of capital and goods and services across the region, and a new positive 
attitude towards the private sector, have encouraged new investors to tap the parts of the 
local market that sorely need development. 

Venezuela has been one of the main beneficiaries in the approximately $100 billion 
invested by businesses in the region since 1990. Despite the influx in investment funds. 
competition in the region for the~ funds bas never been keener. The challenge in the 
coming years will be to sustain and broaden the benefits of that investment flow. 

This repon represents the culmination of 6 months of collaborative research with 
local industry and the National Council for Investment Promotion (CONAPRI) to identify 
attractive business segments within the Venezuelan agnousiness sector. A total of 24 
agn"business segments were identified, and nine of these were selected for further study and 
analysis. The sections that follow present the conclusions of the study, profiling five product 
areas that offer investors, whether foreign or domestic, some clear prospects for growth and 
profit-making over the next decade. 

The methodology used to identify and select investment opportunities in agnbusiness 
bas sought to take data collecticn and analysis beyond the consideration of comparative 
advantages. After all, most tropical countries share favorable climates for agricultural 
production, relatively low wages and other basic factors that create comparative advantage 
in agnbusiness. Instead, the research bas focussed on identifying segments in which 
businesses in Venezuela also enjoy concrete competitive advantages, and are therefore 
structurallv attractive for investors. 

But the investment opportunities highlighted are just pan of a larger picture of 
dynamism and growth that characterizes the Venezuelan economy in general and the 
Venezuelan agribcsiness sector in particular. Opportunities abound for the entrepreneur 
or investor willing to establish a base of operations in Venezuela. Before turuing to the 
specifics of the profiles, a few general observations about the growth prospects for 
Venezuelan agroindustry are in order. 
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Venr..rula: A Picturt of Dynamism 

The Venezuelan economy has been among the fastest growing economies in the 
world for the last 4 years. In 1991 the gross domestic product (GDP) grew at 10.4%; in 
1992 it grew at 7.3%.1 Private sector GDP grew at 13.1% in 1~92. The country•s GDP 
growth per capita. estimated at 5.9% in 1992. was almost three times higher than the 
average that same year for other South American countries. The Government of Venezuela 
(GOV) forecasts an average 4.5% growth in the economy throughout the 1990s. 

Despite the economy·s strong performance, some issues continue to cloud the 
economic picture. The consolidated public sector deficit continues high. 6.4% of GDP in 
1992. up 3.1 % from the previous year. Inflation averaged 31.9% in 1991. again up slightly 
from the previous year. In addition. the bolivar·s relative overvaluation continued 

• 

• 

• 

throughout 1992. affecting the competitiveness of Venezuela's exports and leading to a 237 e 
increase in imports that year. 

~evertheless, investment levels in the 1990-91 period have been unprecedented since 
the boom years of the 1970s, building and strengthening the foundation for continuing 
growth. Gross domestic investment for 1991 was $16.8 billion, second only to Brazil. New e 
foreign investment in Venezuela in 1992 reached Sl.01 billion, increasing the total 
accumulated stock of foreign direct investment by 23%. Much of the new investment bas 
been channeled directly into the telecommunications sector and other critical infrastructure 
improvements, including investments in cargo handling and warehousing for the country's 
port facilities. • 

These gr~th rates indicate that Venezuelan businesses and consumers alike have 
not only recuperated from but are also adjusting to the shock brough• about by the 
economic liberalization and reform measures imposed by the GOV's 1989 Adjustment Plan. 
Implemented with the assistance of the World Bank. the plan eliminated nontariff import • 
restrictions and price controls; scrapped exchange controls, allowing the bolivar to float 
freely for the first time ever; allowed interest rates to be set by market forces; provided for 
the upgrading of custom facilities and streamlined custom procedures. In effect, the 1, 

Adjustment Plan opened the Venezuelan economy. ~ 

The Venezuelan maiket is among the largest, wealthiest and most sophisticated in 
the Latin American region. Venezuela's current population of 21 million is growing at 2.8% 
per year, the highest population growth rate in South America. The country's income per 
capita in 1990, $2,560, was also among the highest in the region. 

l All growth rates calculated in terms or a>asuat bolivars. 
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Moreover, Venezuela and Colombia (a country of 33.6 million) have formed a 
customs union, eliminating all trade barriers between them. Since the conclusion of this 

• 

agreement trade between the two countries bas grown from S360 million in 1989 to $965 • 
million by 199:?. Ecuador joined the customs union February 1, 1993. With the entry of 
Ecuador. the "local" market is in fact 65 million people strong, with a combined purchasing 
power of over $150 billion. 

Venezuela is also a raatural point from which to serve other South American e 
countries. Venezuela bas played a key role in reviving and modernizing the Andean Pact. 
It is currently negotiating free trade agreements with Mexico and Chile. 

Inexpensive energy and a well developed transp:>rt and communication infrastructure 
provide Venezuela with an edge over other bases of operation in the regioJ?. Marketing and e 
distnbuticn is easier in Venezuela, a country where 90% of the population is urban. In 
addition. the country's has more main paved roads per 1,000 square kilometers than any 
other country in South America, helping to reduce distnbution and transport costs. 

Agroindustry: A Time of Atljustmenl and Growth 

A fast growing population, the creation of the customs union, and recovering national 
income levels have contnbuted to a recovery in consumer spending. The agroindustrial 
sector has been a primary beneficiary of this recovery. Sales of agroindustrial products 
increased by 19% (compared to 16% for the entire industrial sector). 

The agroindustrial sector is responding to changes in spending and in its competitive 
environment. Capacity utilization in the agroindustrial sector increased 10 points, from 
55.9% in 1989 to 66% in 1991. Firms are undertaking significant investments in improving 
their production equipment and technology. The value of investment in agroindustry in 
Venezuela has been gro'-"ing at and average compound rate per year of 15.31% over the 
1989-91 period. 

Foreign capitzl too bas seen the potential the Venezuelan market for agroindustrial 
products offers. Foreign investment in agroindustry (which grew at an average compounded 
rate of 14.8% over the '89-'91 period) is also growing faster than foreign investment in other 
branches of industry. Large multinational cocpanies which have been in Venezuela for 
decades, such as Heinz, Purina and Pillsbury, continue reinvesting their profits in the 
country. 

Se.,eral of the international companies that have recently made investments in 
Venezuelan agroindustry. such as Cargill and Unilever, have done so with a view to selling 
in the local market. rather than the export market. Also seeing the strong growth in the 
Venezuelan market for food. large multinational distnbutors, such as Makro and BJ. 's, have 
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established stores in and around Caracas, with expansion into other major Venezuelan cities 
planned for the near future. 

Faced with the threat of increased competition from abroad, Venezuelan 
agroindustry has turned its attention to gaining and sustaining a competitive edge over their 
foreign and domestic rivals. For example, over the 1990-92 period Venezuelan companies 
in the pulp. paper and paperboard industry have invested or announced investments of well 
over $100 million for upgrading facilities and equipment to improve productivity and quality 
and expand production capacity. 

In the food business companies are also investing in quality and productivitv 
improvements, as price wars in virtually every area of the market for food are forcing 
companies to implement deep cost reductions. Moreover, while in the past firms tended 
towards very high levels of vertical integration, this emphasis has been diminishing since 
1989, as firms seek to streamline operations, and as improvements in infrastructure make 
it easier to contract out what used to be done in-house. 

The GOV policy bas been supporting efforts to improve the productivity and 
competitiveness of Venezuelan agriculture. For example, the 1989 Adjustmen~ Plan 
included a four-year Sl.2 billion program targeting primarily investments in infrastructure, 
electrification. irrigation systems and agriculture credit (in the form of preferential rates for 
agriculture projects}. Moreover, kept the income tax exemption for all agriculture activities 
and provided certain export-oriented agriculture activities with a 10% export bonus. 

An Overview of lnvtstmtnt Opportunities in Agroindustry 

The five sectors profiled in this report, poultry (broiler meat), tilapia, tuna, forestry 
plantations (pine and eucalyptus} and paper and paper board, offer the investor clear 
opportunities for reaping excellent returns. Ultimately, however, though every product 
group chosen for a profile bas clearly outperformed the norm in agroindusny since the 
adjustment process began in 1989, success in a segment or product group depends on bow 
well the investor takes advantage of the niche possibilities offered in that particular segmenL 
The profiles that follow provide basic facts about these product groups or segments that will 
help guide investors evaluating the potential of different niches and different production 
locations and technologies. 

Highlights of the profiles arc offered below: 

•Poultry (broilen) - Between 1989 and 1992 worldwide poultry consumption grew 
S% annually, with particularly strong demand coming from developing countries that 
are enjoying increasing income. Venezuefan poultry p~·oducers' costs are 
competitive, both domestically vLs' d vLs' beef and pork, and in some international 
markets. Export opportunities in neighboring Colombia arc promising, and 
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Venezuelan exports to other international markets have grown steadily over the last 
three years. 

• Tilapia - An inexpensive, high-quality source of protein, tilapia is a very 
competitive aquaculture product. Worldwide, tilapia production has more than 
doubled between 1985-1990, and markets for aquaculture products are projected to 
grow robustly. In the US market alone, tilapia imports are projected to increase to 
6,800 MT in 1993, a 56% over 1992. Venezuela's low land costs, abundant water 
supplies, tropical climate, and experience in seafood production have contnbuted to 
the strong performance of local producers. Over the last 4 years, Venezuelan tilapia 
producers have mvested heavily, increasing output over 53%. Opportunities for 
investment in tilapia production for domestic consumption and expon are excellent. 

• Canned and Frozen Tuna - Worldwide, canned and frozen tuna consumption has 
grown steadily over the last 10 years, and is projected to continue increasing in the 
1990s. Venezuela's large, modern tuna Oeet ranks it as Latin America's second 
largest Pacific tuna fishing country, and the largest in the Atlantic. Aided by 
supportive government policy, domestic tuna consumption has grown rapidly since 
1989, providing a growing market for Venezuela's tuna producers. Though adversely 
affected by the US "dolphin safe" embargo, the industry is finding alternative export 
markets in Europe and Latin America. 

• Softwood Plantations - World demand for products made from softwoods, 
including pine and eucalyptus, bas grown throughout the 1980s, particularly in 
developing countiy markets like Latin America. Domestic sales of Venezuelan 
coniferous woods totalled more than $1 million in 1991, an increase of more than 
100% for the 1989-91 period. With one of the largest exploitable forest covers in 
Latin America and a tropical climate ideal for rapid growth, Venezuela's high yields 
and low costs make the country's forestr/ plantations industry and attractive 
investment area both for local sale and export. 

• Paper and Board -- The 1980s were a period of growth in the market for paper 
products, buoyed by new usages such as computers and facsimile machines. 
Prospects for continued growth in the 1990s are highest in Latin America and 
Southeast Asia. Venezuela's growing wood and pulp producing industry, its low 
energy costs and trained labor force, provide local producers with an edge over other 
competitors serving the region. The Venezuelan industry, currently operating at well 
over 80%, bas been investing heavily in upgrading and expanding plant capacity. 
Opportunities for continued growth for domestic consumption and exports appear 
to be very good. 
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THE VENEZUEl.A~ POULTRY INDUSTRY 
(broiler meat. whole and pans) 

Summary: Worldwide. poultry consumption ha<i grown 5% annually from 1989-92. with 
particularly strong demand coming from developing countries that are enjoying increasing 
income. Venezuelan poultry producers' costs of production are competitive both 
domestically vis-a-vis beef and pork. and in some international markets. Export 
opportunities in neighboring Colombia are promising, and Venezuelan expons to other 
international markets have 1?rOwn steadilv over the last 3 vcars. 
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CONAPRI Investor Profile: 

The Venezuelan Poultry Industry 

I. Product Definition 

Producing a wide array of products including chicken, turkey and eggs, the poultry industry 
competes with other sources of dietary protein such as beef, pork and fish. Worldwide, over 
75% of the poultry industry is devoted to raising and processing "broiler meat," or young 
chickens under 16 weeks old. Broiler meat is typically sold either whole or in parts (including 
breasts, legs, leg quaners, feet and wings). Broiler meat can be marketed fresh, chilled or 
frozen. This Investor Profile focusses on competitive conditions, and opponunities for 
investment, in the Venezuelan broiler meat sector. 

II. The Market 

11.1. Demand 

International. Poultry is the world's fastest growing source of meat, and currently 
represents 23 percent of all meat production consumed worldwide. Bolstered by increasing 
health concerns about red meat, growing income levels (especially in developing countries\ and 
significant price advantages, intemationc.l consumption of poultry has increased an average of 
5% annually from 1989-92, and is projected to continue to increase steadily in the mid-l 990's. 0 
The world's largest poultry consumer -- the United States -- has witnessed significant growth in 
poultry consumption since 1989. But developing country markets, especially Brazil and China, 
have showed the strongest recent growth in poultry consuc:iption. From 1989-92, Braziiian 
poultry consumption increased 36%. Over the same period, China's poultry consumption grew 
53%.l 

Although most poultry produced worldwide is consumed in local markets, the world's 
major imponers of poultry products -- Japan. Germany, Hong Kong and Saudi Arabia -- also 
recorded strong growth. Led by these countries' increased imports, worldwide imports grew an 
average of 10.52% annually from 1989-92. 

In Latin America, poultry consumption has also grown. Colombia, currently Venezuela's 
most important trade panner, has recorded growing domestic poultry consumption. Though 
annual per capita consumption in Colombia is lower than in Venezuela (10 kgs/person vs. 16 
kg/person), the share of poultry in per-capita meat consumption jumped from 13% in 1982 to 
24% in 1992.2 Poultry's price advantage in Colombia (roughly 1/3 the cost of beef in mid-1992) 
and growing health consciousness suggest poultry's market share will continue to grow. 
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Venezuela. In 1991, poultry was Venezuela's leading soun;: of animal protein, and pcr
capita poultry consumption grew 25% over 1990. 3 Growth in consumer demand for poultry in 
Venezuela, met almost exclusively by local producers, has been supported by several key trends. 
First. since 1989. patterns of consumer demand in Venezuela have been powerfully affected by 
inflation and declining purchasing power. This trend has intensified competition on the basis of 
price for sources of dietary !'rotein. A second factor affecting patterns of demand is growing 
health consciousness. Though somewhat less 
prevalent than in Europe and the !Jnited 
States, consumer consciousness about 
cholesterol and saturated fat content has 
grown steadily in Venezuela. Both of these 
trends have favored poultry. Figure 1 shows 
Venezuelan animal protein consumption as of 
1991. 

Chart 1: Venezuelan Animal Protein 
Consmnption, 1991 
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consumption fell in 1989 and 1990, but has 
rapidly regained ground. and in late 199: 
rcacr.ed levels comparable to the early 1980's. 
In comparison, per-capita consumption of 
beef. which also fell sharply in 1990, has not 
regained its earlier levels. Far smaller in 
quantity, per-capita pork consumption also 
declined in 1990 and 1991. Figure 2 shows Source \111usti: ot .\i:ncultlD'c and llu-;llandr:. HS\ \"I 

changes in Venezuelan per-capita 
consumption for pork. chi<.;ken and beef, 
1983-1991. 

Chart 2: Venezuelan Per Capita Conmmption of Mats 
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Poultry's strong position in the Venezuelan mari:et stems primarily from its price advantage, 
though also from the growing perception of poultry's health benefits (panicularly vis-a-vis red 
meats). Figure 3 shows that chicken has enjoyed a price advantage of 50% or 

Char1 3: A!f. Annal Rmil Prices in Veamaela 

more against beef. pork and tuna throughout the 1980's. In 199:.. chicken cost. on average. 114 
Bolivars per kilo. This was only 51 % of the price of beef: 5Z% of pork: and only 43% of the 
cost of tuna. A modest increase in per capita poultry demand is forecast for 1993. 

11.2. Production 

International International poultry production has kept pace with increases in 
consumption. In addition, although only 9% of world production was exponed in 199:.. 
worldwide expon.s of poultry products showed strong growth averaging almost 10% from 1989· 
91. The world's leading poultry producers are the United States. Brazil and China. The US. 
produciog almost 9 .5 million MT of poultry produce in 199:.. or 34% of total world poultry 
production. also ranks as the world's largest exporter. The US exponed 658.000 MT of broikr 
meat in 199Z. or 16% of iota! world poultry expons. Although a much smaller producer, France 
ranks as the world's second largest exporter of poultry in 199:. France exported 415,000 MT of 
poultry in 199:. 

In Latin America. Colombian poultry production increased 3% from 1991-9:!, and in 
1993 is expected to grow only:?% above 199:? output due to continued weak prices.4 Annual 
production iotalled 345,000 MT in 199:?, roughly equivalent to Venezuelan production levels. 

Venezuela. Though poultry meat production dropped sharply in 1989 and 1990, the 
industry's recovery has been impressive. T:?ble 1 shows that monthly poultry meat production 
fell from a high of :?8.000 metric ton.s (Mn in December 1988 to 13.000 MT in March. 1990. 
By the end of 1991, however, average monthly production climbed back to 28,000 MT, and 
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reached 29,200inearly1992 On a yearly 
basis, poduction rose from 313,000 MT 
in 1991 to 325,000 MT in 1992, a 4 
percent iocreasc. Production for 1993 is 
forecast to total 340,000 MT, or a S 
percent ioaease over 19925 
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This section reviews two key determinants of the oompetitiveness of Venezuelan poultry 
producets: costs of production and indmuy structure. Although as in other many other 
industries, oompetitive success in poultry production is a function of a number of factors 
including price. product differentiation, brand loyalty, and market a~ competitivmes.1 on the 
basis of price is one of the most important factors of s~. 

Venezuelan costs or procluctiDL Baby chicks and animal feed represent roughly 8096 
of the OOSIS of poultry production in Venezuela. Table 2 breaks down approximate cos1S of 
production for 1991, in SUS. Figure 4 shows the major cost oompooen1S. 

Animal feed. .A!iimal feed reprrseu1S about 63'11 of the COSIS of production in the 
Venezuelan poultry industry. The quality, availability and price of animal feed all affect 
Venezuelan oompetitiveness. Quality of feed available in Venezuela varies primarily 
because of inadequate local production of high-protein animal feed. 6 The GOV's impon 
licensing system only allows imports to oomplement available domestic feed grain 
supplies. As a result, some months poultry feed is based on imported com, and some 
months it is based on local sorghum. Venezuelan sorghum is high in tanio, and 
coasidered Im palatable to domestic poultry.7 Aver.age feed to weight ooaversion rates 
were 2.2 in 1991. 

Due to the imported content and high tariffs, animal feed is also costly. lmpons account 
for molt of the protein meal and approximately half of the feed grains for Venezuelan 
producers. Ma raul~ Venezuela's inflation and currency devaluations have raised the 
cost of poultry production directly. In 1989, the GOV eliminated SRfereotial exchange 
rates for agricultural imports, and caused feed prices to double and triple. Inflation of 
poultry prices outpaced other foodstuffs, and in the midst of worsening economic 
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conditions generally, consumer demand collapsed. Growth projections for 1993 are 
modest as a result of uncertainty over how the government's uade policy will affect the 
cost of key inputs. 

Table 2: Avg. Costs of Production, 1991 Chart 4 Amacc C.s of Prodpttjon. 
ml 

Baby chides S0.17 17.50% 
Feed S0.60 62.96% 
Vac:cines SO.OJ 0.93% 

S0.04 3.70% 
S0.02 LIS% 
S0.00 0.46% 
S0.01 0.74% 
S0.01 0.56% 
SO.OS S.56% 
SO.S9 94.26% 
SO.OS S.56% 
S0.9S 100.00% 

Source: Dcpanment of Sllbsbcs. FENA Vl 

Baby cbicb. Baby chicks represent approximately 18% of production costs for 
Venezuelan poultry producers. Baby chicks are produced domestically in sufficient 
quantity to meet demand from Venezuelan poultry producers. Imports correspond to the 
grandparents due to the need to incoporate improved genetic stock in accordance to the 
world trade are subject to exchange rate fluctuations. Costs of imports have varied 
significantly since 1988, and totalled more than $5 million US dollars in 1991. The US 
supplied roughly 75% imported by Venezuelan poultry producers in 1990. This figure 
declined to 64% in 1991. 

Indmtry structure. The Venezuelan poultry sector is highly integrated, with well over 
50 percent of production coming from a few very large companies. Some 90% of 
producers own reproducers, incubators, feeding farms, slaughter houses, and processing 
plants. Only a few companies own transportation networks and channels of distribution. 
Over 66 percent of the country's more than 1,500 poultry producing companies are 
broiler farms. Roughly 80% of these companies arc family-owned. One company, 
PROTINAL, is publicly traded on the Venezuelan stock exchange. Figure S shows the 
largest producers, and their quantity of production in 1991. 

Installed capacity totalled 360,000 MT in 1991, and the industry's 1991 production reached 
approximately 87% of capacity. The industry faces some production limitations. Total meat 
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storage capacity, for 
example, is estimated at 
18,000 mt. and most of this 
is used for beef . 

Venezuelan producers 
invested $800 million up to 
1991 period. signalling 
optimism about earnings 
potential. With impon 
controls still firmly in place, 
only Colombia presents a 
competitive threat in the 
domestic market in the near 
future (sec also below) . 

Government policy affecting imports of animal feed and baby chicks may have a significant 
impact on costs of production and profitability . 

IV. The Legal and Regulatory Environment 

In the 1980's, Venezuelan policy affected the domestic poultry industry in three principal 
ways: restraining imports of poultry products, iimiting and taxing imports of poultry inputs; and 
blocking exports until domestic market demand is met . 

Until 1989, GOV uscd quantity restraints (chiefly Nota 2 of the impon code) and tariffs 
to block imports of chicken into Venezuela. Currently, there are no quantity restraints applied 
except for the United States, which faces obstacles imposed by the Ministry of Health. Poultry 
meat imports are levied a 20% value-added tariff, with the exception of Colombia, whose goods 
are allowed in without duty. As mentioned above, GOV policy toward the imports of cheaper 
animal feed and grains from major producers such as the United States has caused both input 
quality, price and availability to vary. Pre-1990 GOV license requierements for exports were 
dropped . 

V. Summary 

Colombia. Regional trade discmsions among the Andean Pact Countries (Venezuela, 
Colombia, Ecuador and Peru) opened the possibility of an integrated market of 90 million 
people. Though the political situation in Peru has slowed these talks, liberali:r.ed trade in 
agricultural products between Colombia and Venezuela is now an accomplished deed. Poultry 
can now flow back and fonh duty free between the two countries, while p:>ultry from third 
countries will be subject to an Andean Common External Tariff at a maximum of 20 percent. 
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The Colombian poultry market offers significant growth potential, and Venezucl~:i 

producers have proved cost-competitive with Colombian poultry. Poultry production in 
Colombia has grown very rapidly over the last two decades, showing an average annual growth 
of 10. 7%. Though the Venezuelan poultry association feared that Colombian poultry would 

Chart 6: Poultrv Prices. Venezuda/CtlomhiL 
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flood local markets after 
the signing of the free 
trade pact. Figure 6 
shows that in the latter 
half of 1991 Venezuelan 
poultry prices fell below 
Col.Jmbia's. Despite 
these positive signs in the 
regional market, the 
volume of trade has been 
small. and near-term 
outlook docs not call for 
greatly increased trade. 
Key limitations appear to 
be inadequate 
transportation and 
distnbution systems for 
froi.en poultry, and 
difficulties in gaining 
market penetration . 

Other international markets. Until 1990, Venezuelan poultry exponers were burdened by 
license requirements that obliged exporters to demonstrate that domestic production exceeded 
local demand. Under the 1989 economic reform program, export licensing was eliminated, and 
excess capacity caused by depressed local demand created a major incentive to attempt expons. 
Venezuelan poultry exports grew sharply in 1990, 1991and1992. and arc currently directed not 
only to Colombia, but also to other international markets including Cuba, Netherland Antilles 
and Angola (via Cuba) . 

In these and other international markets, the way poultry is sold will affect growth 
potential. As Figure 7 shows, in large world import markets such as the European Community 
(EC), almost 50% of all chicken imports are chicken pans. Saudi Arabia imports almost all 
parts. Though almost all Venezuelan exports arc currently whole chickens, producers may be 
able to exploit these and other export markets by gearing domestic production toward this higher 
value-added product line . 
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Chart 7: Wlaolc Broilm n. Cuts. 1993 
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V. Endnotes 

OIUaited SlalcS Fon:ign Agricultural Service. ·world Poultry Siruation. •January, 1993; see also the International 

Industry Profile appended to this doaiment. 

11 US Foreign Agricultural Scrvicz, January 1993, ibid . 

21 US Agricultur.al Attache, US Embassy, Bogota Colombia,• Annual Report: June 19. 199:!. 

31 US F.mtmsy, Agricultural Counselor, Caracas, Venezuela, •poultry: Venezuela Annual Rcpon.• June :?O, 199:!. 

41 US Embassy, Agriadtural Aaacbc, Bogota, Colombia, QR£!!. 
SI Sourcz: FENA VI. 

61 Due to different climate and soi! conditions in the tropics, few higb-proiein feed compooeo:s arc pr~ .1ced locally . 
Tbougb eff'oru have bcco made to explM'C the feasibility of using tropical products u substitutes for higher-protein 

'7,.ins produced at diITemit latirudcs, tbcrc has been linle progcss. 
I Tania is added to discourage wild birds from consuming it in the fields . 
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llldastry: Aviculture 

Segalnt:~Pou.=;h~".__----~ 
Product: Broileis 

I. Commtitive AdYaD'-

A. Variables 

I!!vcs~nl5 (cumula1ivc1 1989-91} 

local (USS} 

fo~ign (US $) 

Toral (USS) 

Number o( Par1icil!!nlS 

New Qmgnics (1989-91) 

Local Sales 

Volume (Ml) 

Value (SCS) 

Production 

Volume (Ml) 

Value (SUS) 

~ 
Volume (Ml) 

Value (St:S) 

~ 
Volume (Ml) 

Value (SUS) 

Capacity 

lmtallcdMT 

Uniliud(~) 

lov~i•mo• in B l Q 
Percclll oCTotal lavcslmcnt 

lavsumn• ia 12imilz. ~DBli 
Perccar oCTotal IDVC$CllllCDt 

HGR: High Growtb Rate 
Nik SOI Available 

CATALOGUE 

.,,.-~"!.:-.o:··. .. ~~~· .. ~-·~·,,.-· . - - . -;::s•. -- -

!Ir Growtll 

1'91 19.tl Seurn Foolllote 

SOO.lXX>.000 91.37Ci: 1. 2 

SIA N/A 

SOO.lXX>.000 91.37% 1. 2 I 

I.569 

S/A NIA 

282.337 7,06% 1. 2 2 

.r79 .844.46! 32.49% 1. 2 

31~972 11.3711!i 2 

509~5.749 34.90% 2 

15 H.G.R. 4 3 

24.064 H.G.R. 4 

29.663 122.22~ 1, 2. 4 I 4 

29.411.287 113.49~ 1,2,4 

360.000 NIA 3.1 6 

87.IX>'l' NIA 3 

~IA NIA 

NIA NIA 
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I. £!!!P!Ullve Advaat 

8. Related V arlables 
No.or Value 

Sunpllen V11tue 1'91 11'1 IAKMI 

46 NIA 100% 

N/A N/A N/A 
C\ M.chinerv and Eauimnenl I 44 NIA NIA 

N/A N/A N/A 

Related Industries 

A' lnc:ubalon 
8) fHI rood 
q Cold Storage 

DI PrtK·cucd Chidu:n Meal El Feed Silos 

llanien ur Entn 

~~ f.t.'unomics ur s,·alc 

R) Product Di1Tcn:nlialio11 

ilal 

l•vels ul lnteantlun 

llorizonlal 

Vcrtiul 
•Suh:: Nunc&O, Luw,.1, Mcdium,.2, IHgb;) 

• 

"' hnpld 
0% 

N/A 
NIA 
N/A 

Sc•le• 

3 

I 

2 

I 

3 

Sc1tle• 

3 

• 

Sourn 

I 6.2 

2 

I 2 
2 

Source 

8 

K 

H 

H 

Source 

2 

2 

2 
2 

2 

2 

Suun:e 

2 

I. 2 

• • 

t•cmlnole 

I 7 

t'oolnole 

t"oolnole 

t'oolnole 

K 

IJ 
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I. Cu .. nelhlve Adv•nl 

( •• Qualllallve Variables 

S!ruqure oC Shire Ownership (1991) 

Family 

Few Sbaftlaoldcrs 

Sh"·k Mukc! 

Foreign Ownenbip 

Oltu:n: 

Owit.ni:ibip y[ Dilil1ihYlis•o Cl1!1mrll! 
Owned by Producer 

Owned bv lndepc:ndenl Entities 

2. ( ·u~ratlve Advant•s•• 

Vasillbles 

Cosls ol' Produc:lion in USS/K 

Prin·s in USS/K 

• 

• A1111u11I ,·0111puumJcd 11ruwll1 r111c, in 1-=n-c111. 

• • • 

I 

N11tlonall c;rowlla• lnl'I. 

Uala 19119-91 ,, .... 
I .S6 NIA NIA 
1,63 21.54% 1.HS 

• • • • 

Yes No Source •·oolnole 

x 2 lO 

x 2 

x 2 IO 

x 2 

Y&!S No Soun:e l<'oolnole 

x I I 216 I ti 

x 2.6 

c;rowth• 

1989-91 Soun:e Footnote 

NIA I S 12 

NIA I 13 



• 
J. ~ial Criteria 

• Variables Tendency I 

1919-91 Source Footnote 

Value Added: I 2 I I 
This is a bildalv inteuated industrv: it troeS from the production of ABA to retail sales of u.·bolc chicken 

or in pieces. includine: some finns which have bce:un processine: chicken meat. • 
Emnlovmcnt: I NIA I .. I 5 -
Workforce bas extensive previous trainine:: trainimz takes place within the industrv 

Productivitv: I ~ I I • 
The accelerated e:mwtb of the industrv in recent \·ears is reflected in a sie:nificant increment in its 

productivitv. with intentions to achieve international competitiveness. 

• Per-Clnita Consumntion: I 2 I . I 14 

Per capita consumption passed from 14 Ke:/bab in 1989 to 16/ke/bab in 1991. 

Lower than in the develoocd countries. due to their hie:her health concious ness. but it is hie:her than 

the per capita consumption of other countries in the ree:ion . 

• #Tendency: High Growth= 1. Medium Growth=~ Stable=3. Medium Contraction=4. High Contraction=S 

• 
4. Available Information -
(1) Comoctitiveness of the Venezuelan ooultrv industrv in the context of the libcraliution of 

trade with Colombia. Carolina Castillo. UCAB. 1992. 

• (:?) Interview with FENA VI 

(3) Poullrv farminst census. 91-92. FENA VI 

(4) Fcrcitm Trade Yearbook. 1989-1991. OCEl 

(S) Interview with Frcddv Ferrer. PURINA OF VE.llJEZUELA 

(6) Venezuela Avicola Ma21zinc. 1989-1992 

(7) Altroinvcst Ncwse!~r Librarv -• 
(8) A VIGUIA 1989 

-
-

• --

• 
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Catalogue 

Segment: Chicken 
Product: Broilers 

No. Source 

1 (1,2) 

2 (1,2) 

3 (7) 

4 (1,2,4) 

5 (3) 

Footnotes 

Observation 

For 1990, investment was at the level of US$336,700,336.7, which 
was totally private capital. 
The TCIP has been calculated for the years '90· '91 (n=l). Exchange 
Rate 1990: 47.52 Bs/$. The narrow relationship established with 
the private bank strengthens the perspectives for an industry that 
has demonstrated solvency and a notable diversification of its 
products. 

Local sales are calculated as the difference between national 
production and exports, given that the inventory is very low and 
didn't influence the volume of sales significantly. 
According to FENA VI 226,000 MT of chicken meat was produced in 
1990, and the stock at the beginning of the year was 
only 10,400 Mt (4.6%) . 

Also, during 1992, chicken thighs originating from the US entered 
the market, and were strongly protested by national chicken 
farmers, who considered it a case of dumping. They alleged that 
the cost of the chicken in the US is 45 cents/kilo, and that the US 
was exporting at 38 cents/kilo . 
Faced with this situation, chicken farmers are requesting the 
establishment of a price band for these products. 

Chicken meat and breeding chicks (one-day old chicks) that lay 
eggs for consumption are Venezuela's most exported product . 
The principal destinations of chicken meat exports (97% of the total 
exported) are: Cuba, the US, the Antilles, Colombia, Jamaica, and 
Argentina. 
Exports in 1989 were 75% to Colombia, those in '91 (which rose 
74.4% in comparison to 1990) were 92.11 % to Cuba and 7.41 % to 
Colombia. 
Of the 1991 chicken imports, 100% came from the US. 

Including chicken meat and eggs. 
Of the total of employees: 24% are in th3 area of production; 18% 
are in the industry itself; 21 % are in distributing the product; 20% 

1 



• 

• 6 (1,3) 

• 
7 (1,6) 

• 

• 

• 

• 
8 (2) 

• 

• 
9 (1,2) 

• 

• 

in the transporting of inputs and finished goods; and 17% in other 
occupations. 

1989 1991 
Feed 35 46 
Slaughterhouses 63 54 
Slaughterhouses 
capacity (unds) 975,520 1,043,536 
Broiler farms 810 1,047 
Population (chickens) 52,837,318 59,142,050 
Progenitor farms 5 5 

The major cost cot.u.tlonent of this product is feed; of the total 
production of feed in 1991, 65% was consumed by the 
poultry-breeding sector, as the feed is composed of 56% cereal, 25% 
soy flour, 11 % fiber, 5% other foods, and 3% molasses. The price of 
feed in 1991 (for broilers): 16,914 BstMT. Quantity produced for 
aviculture: 1,852,500 MT. 
The actual installed capacity is 5 million tons. Utilized capacity is 
50%. PROTINAL and PROMASA invest in R&D and their channels 
of distribution are their own. 
Of the cereals that are utilized, soy is 100% imported and sorghum 
or yellow corn is 50% imported. These elements represe:1t 80% of 
the cereals used in making feed. An option for resolving the 
dependency on foreign agricultu1 al products is to substitute the 
national crop of "quinchoncho" for soy. Nevertheless, obstacles to 
this have been the lack of economic resources and the uncertainty 
generated by the changeability of the environment which affects 
the sector. A positioning on the part of medium sized companies 
has been observed, these are more solvent than the larger 
companies. 

Until now, there haven't been incentives in the industry to 
horizontally integrate, above all because the industry has had a 
sure subsidy, regarding packing, more than anything. MO!..ANCA 
sells egg cartons and v2 ... ·ious national companies manufacture 
plastic bags for chickens, the principal one being Plasticos Los 
Andes . 

As a consequence of the increment in feed prices since 1983, the 
process of vertical integration among poultry producers has 
accelerated. This process encompassed reproducers, incubators, 
broiler farms, poultry slaughterhouses, and feed plants, achieving 
an increase in productivity and, consequently, the placement of 
products at more competitive prices. 

2 
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10 (1) 

• 11 (2,6) 

• 

• 
12 (1,5) 

• 

• 13 (1) 

• 14 (3) 

• 
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Today, the poultry industry is expanding its vertical integration in 
the direction of agriculture in order to seed its own farms or finance 
harvests to organized agriculturalists. 
The national poultry industry is considered 90% totally vertically 
integrated to the poultry Slaughterhouses (source: AFACA) . 

. f'he only firm of the sector quoted on the stock market is 
~ROTIN.AL . 

One of the most worrying weaknesses of the sector is distribution of 
the final product from the slaughterhouse to the consumer. Up to 
nc.w it bas been done by refrigerated trucks; nevertheless, this has 
been to the detriment of the rest of the production chain. 
Stronger investments should be undertaken to consolidate the 
position of the market further on than the slaughterhouse (a point 
where the industry is highly integrated), and to ensure direct 
access to the consumer, which would serve as a vehicle for a direct 
and aggressive marketing campai~ and would diminish the high 
commercialization margin which have the final links in the 
production chain. 

After estabiishing a new pattern of free trade, the poultry industry 
is confronting a process of inflationary adaptation. Thus, this 
industry suffers the impact of an increase in production costs as a 
consequence of an increase in the price of ABA for broilers of 
147.43% between 1989-1991. 
Cost Structure: Feed: 63%; Chicks: 18%; Sanitation: 4%; Others: 
12.44%; Labor: 2%; and Transportation: 0.56% . 

The international price refers to Colombia. 
Venezuelan price 1991: 93.69 bolivares/kg. Colombian price 1991: 
67 .65 bolivares/kg. 
Exchange rate: 11.60 pesos/bolivares . 

Poultry products are valuable for their protein content, are a source 
of iron and phosphorous, and contain substances, such as calcium 
and vitamins, which are esseacial for growth and human 
development. In addition, they help to balance essential 
aminoacids and consitutute a complementary source of calories. In 
Venezuela, for each kg. of protein that is consumed per capita, 
chicken meat and eggs comprised 29% in 1990 and in 1991, this 
figure increased to 38% . 
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• DEFINmON 

INTERNATIONAL INDUSTRY PROFILE 

lndustry: __ m __ c=a ...... t __ _ 

Segment: poulqy 
Product: whole or parts 

More than 75% of the world poultry meat industry is devoted to raising and processing 
chickens. An inexpensive source of animal protein, chicken end-products include whole 

e birds and parts (including breasts, legs, leg quaters, feet and wings). These may be sold 
fresh, chilled or frozen. 

• 

• 

• 

• 

• 

• 

• 

WORLD\\1DE DEMAND 

• 

• 

poultry is the world's fastest growing source of meat, and currently represents 23 
percent of all meat production 

worldwide, total poultry meat production is forecast to increase about 4 percent in 
1993 . 

much of the growth in demand bas come from developing countries, which have 
increased their share of worldwide demand to 46% today from 25% in 1970 

PRODUCTION 

• 

• 

• 

poultry meat production bas more than tripled over the last 20 years 

in 1992, total poultry meat production totalled more than 40 million metric tons (mt) 

modern technological advances have made it relatively easy to construct efficient 
poultry production complexes almost anywhere near labor and markets 

EXPORTS AND IMPORTS 

• 

• 

the world's largest exporter of poultry meat is the United States, with 28 percent of 
total poultry exports worldwide 

France (23%) and Brazil (19%) are the second and third largest exporters 
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• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Japan accounts for 27 percent of the world's poultry imports. 

other large markets for poultry meat include the former USSR (21 % ). Saudi Arabia 
(16.5%). and Hong Kong (16%) 

INDUSTRY STRUCTURE AND TRENDS 

• 

• 

• 

• 

the international poutry meat industry has become increasingly concentrated in order 
to maxmize productive efficiency 

in major producer markets today there are fewer. but much larger, and more 
vertically integrated firms 

in the L'S, the number of individual poujtry producers dropped nearly a third 
between 1959 and 1988. In 1992. the largest four US producers accounted for .W 
percent of total US production volume; the top 20 companies account for over 80 
percent of industry production 

in ~exico in 1991, the 11 largest Mexican poultry producers accounted for almost 
60 percent of production volume 

KEYS TO COMPETITIVE SUCCESS 

• 

• 

• 

technical advaJces that reduce price are a key source of competitive advantage 

the "conversion rate" (the amount of feed required per pound of poultry weight 
gained) is a key measure of efficiency 

other cost savings such as economies of scale in purchasing animal feed, the largest 
cost component in poultry production, also lower producer costs 

rapid adoption of biological and technological advances 

BARRIERS TO ENTRY 

• technical know-bow; cost of buidling facilities; distnbution 

• relatively low 
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• 

• 

• 

• 

• 

• 

• 

• 

• 

SUBSTITUTES 

• beef and pork are principal substitutes for animal protrin 

• other include fish; poss. beans and rice, etc. 

GOVER~ENT POLICY 

• over 9090 of poultty is raised for domestic markets; government protection through 
tariffs, quotas, subsidies on poulny products and other principal inputs 



• 
Datasheet for International Section of Investor's Profiles 

• Industry: Meat 
Segment: POl!ry 
Product: Whole BIOiers. cm 

• . PIOCluc:IJaa . . : ::. :t .:191111 .··::;~,:.1Bl ; ,,:*'::"-1991 ::::;1i!lm .(:~/\11131 ~.Tabil,,,. 

(1.000 metric tons)I 

MaiOr .... a>untries 
1 United States 7,814 8.360 8.886 9,453 9,811 33% 
2 Brazil 2.0&4 2.356 2.628 2.865 3.130 11% 
3 China CPRC} 1.210 1.400 1.745 2.025 2.350 8% 

• 4.lapan 1.~ 1.332 1.269 1,260 1.230 4% 
5 FSU-12 1.820 1.800 1.750 1,350 1,245 '" 6Mexico 590 660 790 940 1.030 4% 
7 France 898 959 995 1,010 1,010 3% 

WORLD TOTAL 24.252 25.635 27.182 28.205 29.297 100% 
Percerr Change 5.39" 5.69% 3.63% 3.73% • 

~ .1919 .:. ·. 1V&U .,.·;·.1991 .. :]:.. .. 1992 <:_,•.1993e s:Tatal -~ 

, ________ 
(1.000 metr.c tons' • 1 United States 7,443 7.487 8.309 8.797 9.135 31% 
2 Brazil 1.840 2.056 2.306 2.495 2.790 10% 
3 China (PRC) 1,500 1.600 1,734 2.000 2.300 8% 
4Japan 1,626 1.632 1.634 1,637 1.670 6% 
5 FSU-12 1,907 1.873 1,804 1.6n 1.600 5% 
6 Mexico 7,443 7.847 8.309 8.797 9.135 31% 
7 United Kingdom 825 876 994 1,043 1.047 4% • 
WORLD TOTAL 24.183 25.340 26.7101 28.007 29.163 100% 
Percent Change 4.57% 5.13% 4.63% 3.96% 

• 

• 

• 

• 
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• 

• 

• 

• 

• 

• 

• 

• 

• 

,.Oltdwide . 19B!il .. :19!!11] :~?1891 < .. 1992 ··:.·':199Je 
(1.000 metric tons' 

Major Exoorters 
1 Unied States 369 518 5721 658 674 
2Franca 349 358 401 415 425 
3 Nethertands 265 286 317 338 355 
4 Brazil 244 300 3221 370 340 
5 Thailand 96 108 139 164 160 

WORLD TOTAL 1.864 2.135 2.326 2.539 2.592 
Percent Cftange 12.69% 8.21% 8.39% 2.04% 

~-:artdwlde 
~ . 1!1119 1M . ·, 1191 .. 1892 .19938 -

c1 .ooo memc tonsll 
Maier lmoortina Countries 

1 Japan 271 291 347 395 400 
2Germanv 205 240 281 290 295 
3Hono Kong 172 208 246 289 292 
4 Saudi Arabia 194 209 244 249 253 
5 United Kir ......... 11 72 111 112 145 135 

WORLD TOTAL 1,544 1.709 1.871 2.084 2.107 
Percent ChanQe 10.69% 9.48o/o 11.38% 1.10% 

r~· _..;___ oar caDlra 1989 1Wll 1991 1992 19938 

(Kilograms) 
Major consumers 

1 Hono Konq 26.20 26.99 29.38 35.49 35.63 
2 United States 30.60 31.34 32.91 34.56 35.61 
3 Saudi Arabia 26.90 27.16 29.99 31.32 31.45 
4 Sinoap0re 32.10 32.50 33.01 31.52 31.14 
5 Israel 24.30 25.56 26.66 26.33 26.02 
6Canada 22.30 23.03 23.15 23.47 23.47 
7 Spain 21.10 20.97 21.80 21.78 21.S6 

Sources: United States Department d Agriculture. Foreign Agrtcultural Service, 
Circular Serires, various months. 1991·93; US EmbaSsies, Agricultural Counselors, 
varicus countries; US Dept. Agriculture, Econcmic Research Service, Commodity 
Economics Division, publications 1992. 1993 . 

~Total 

26% 
16% 
14% 
13% 
6% 

100% 

~Total 

19% 
14% 
14% 
12% 
6% 

100% 
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• SECI'ION I ANALYSIS OF: 

THE VENEZUELAN 11JNA INDUSTRY 

• 

• 

• Documents Attached: 

1) Investor Profile 

2) Catalogue of Venezuelan Industry, 1989-91 

• 3) Explanato:ry Footnotes 

4) Intemational Industry Profile (text) 

• 
5) Datasheet for Intemational Industry Profile (tables) 

• 

• 

• 
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INVESTOR PROFlLE 

fo; 

THE VENEZUELAN TIJNA INDUSTRY 

Summary: Worldwide, canned and frozen tuna consumption bas grown steadily over 
the last 10 years, and is projected to continue increasing in the 1990's. Venezuela's 
large, modern tuna fleet ranks it as Latin America's second largest Pacific tuna 
fishing country, and the largest in the Atlantic. Aided by supportive government 
policy, domestic tuna consumption bas grown rapidly since 1989, prOYiding a growing 
market for Venezuela's tuna producers. Though adversely affected by the US 
•dolphin safe" embargo, the industry is finding alternative export markets in Europe 
and Latin America . 

prepared for 

The National Council for lnvestt::: 1t Promotion 
CO NAP RI 

Caracas. Venezuela 

Agrolnvest Consultores, S.A 
Caracas, Venezuela 

J.E. Austin Associates, Inc. 
Arlington, VA 
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Innstor Prorde 

Canned and Frozen Tuna 

I. Prodtact Dermition 

Worldwide, tuna is an important and growing sector of the commercial seafood industry. Sold 
fresh, frozen and canned. tuna products compete with other leading fish and IDCll products as 
a source of dietary protein. 

Although there arc five principal species of tuna fished commercially around the world. 
Venezuela catches arc primarily ycllowfira. To a much lesser extent, VcnezueJa also catches 
slripjack and bigeyc. This Investor Profile focuses on competitiveness, and investment potentiai. 
in Venezuelan frozen and canned tuna. 

n. The Market 

II. I. Demand 

International. World demand for fresh, frozen and canned tuna is projected to increase 
180,000 tons ptr i·cir, reaching 1.1 million tons by 1995.1 Japan was the world's largest tuna 
consuming nation in 1991, followed by the US, and then the European Community (EC). 
Despite many changes in the indusuy, canned tuna's share of total world consumption has 
remained steady at SO!i. In the EC, most of the growth in demand for canned tuna was 
attributable to S;>ain and France, ''here consumption almost doubled. Italy was one of the 
biggest consumers of canned tuna in l~l . 

Trade in fresh and frozen tuna almost doubled during the 1980's. Japan, Thailand, Italy 
and the US accounted for 70 percent of t.'lc impons of fresh and frozen ti ma in 1989. Thailand 
imponed 325,000 MT of frozen tuna in 1989, primarily for processing in the country's rapidly 
growing canning industry. The US imported 225,000 MT of frozen tuna in 1989 . 

While overall growth rates in world tuna consumption have risen over throughout the 
1980s, increasingly intense price competition and dolphin safe policies have had a significant 
impact on comsumption patterns in the world's major markets. In the US, embargos against 
countries that have failed to demonstrate dolphin safe fishing practices (principally for yellowfin 
tuna caught with purse seine nets) have dramatically shifted coosumption patterns away from 
previous US suppliers including Mexico and Venezuela. While not as severe, the EC has also 
begun to apply dolphin safe policies to its suppliers. And for these and other world markets, 
steadily increasing efficien~y in Thailand's canned tuna production industry has won that counuy 
a larger share of the world marketpl:ce . 
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Venezuela. Tuna is one of the two most popular processed seafoods oonsumed in 
Venezuela. A seafood-eating nation with 3,500 km of coastline on the Atlantic, tuna has long 
been a staple of the Venezuelan diet, a'ld is rivalled in quantity consumed only by sardines. 
Venezuelan consumption of canned tuna rose 10" in 1991, and is expected to have increased 
20~ in 1992. 2 Roughly 40" of tuna consumed domestically is canned, in oil. and (>()" is 
fresh. 

While it is unclear if the domestic market is satunted, some observers believe the 
domestic tuna sales will continue to grow in the near future. Sales of locally caught tuna have 
grown significantly since 1990. In 1988, over 60" of Venezuela's catch, or roughly 45,500 
MT, was marketed domestically. Though this figure dropped in 1989, the percentage of total 
tuna catch sold domestically has risen since 1990, and now may total as much as 80" of toral 
carch, or 50,000 MT in 1992.1 

Growth in Venezuela's domestic tuna market is panly a product of the US •dolphin
safe• ttade embargo, which has encouraged Ve.-iezuelan fishermen to find alternative markets, 
including domestic sales. Other factors behind the tuna market's growth include the 
longstanding popularity of tuna as se.afood product and, to a lesser extent, health concerns about 
red meats • 

Il.2. Production 

International. World canned tuna production increased more than 50 percent from 1980 
to 1989, reac!ting a total of over 1 million MT, and increasing price competition. World exports 
of frozen tuna have also increased steadily over the 1980's, and increased almost 40!i from 
1987-88. The US remained the world leader in canning, producing 275,000 tons per year, or 
2811 of toral production in 1990. But US production has fallen sharply from 489' in 1979, and 
all but one canning plant in the continental US was closed and transfered by 1990 . 

Thailand's canned production grew the most over the last decade, from almost zero in 
1980 to over 20!i of total world production in 1989. Taking advantage of low labor oosts, 
Thailand was expected to overtake the US in production volume in the early 1990's. Paralleling 
Thailand's rapid growth, the share of developing countries in total canned production increased 
from 16 percent in 1980 to 44 percent in 1989 . 

Venezuela. Although the Venezuelan domestic market has recently grown in importance, 
the Venezuelan tuna industry has historically been export-oriented. Tuna is one of Venezuela's 
leading fishery expons, and shipments of frozen and canned tuna expanded significantly in the 
1980s. Venezuelan tuna catches of yellowfin are high quality, and prices for export-quality 
product can be five times domestic prices. In international markets, the competitiveness and 
growth potential of Venezuelan tuna processors center on two key issues: •dolphin-safe• trade 
embargos against yellowfin tuna fished with purse seine nets, and cost efficiency in the 
increasingly price-competitive world markets . 

3 
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Venezuelan production or canned tuna. Venezuelan canned tuna production totalled 
11,300 tons in 1990, and production during 1991 and 1992 appears to have increased 
significantly) The US Embassy reports that all tuna production totalled 18.000 and 19,000 tons 
in 1990 and 1991, respectively. Production i.4: almost exclusively light meat tuna. reportedly 
about one-third skipjack and two-thirds yellowfin. 

As of 1991, the Venezuelan tuna canning industry was relatively small and highly 
concentrated. lu 1991 there were approximately lZ tuna canning companies with a total 
capacity of 379 MT.4 The two largest companies. Alimentos Margarita c:nd Eveba jointly 
accounted for roughly 85% of the national market. Both companies have loog been involved in 
tuna production and processing -- 54 and 25 years. respectively. Alimentos Margarita forms pan 
of the holding company Aledo lnvestmenrs, which is traded on the Caracas stock exchange. 
Continental Bank has held !5% of irs shares since 1990. Recently, Heinz showed interest in the 
acquisition of the Aledo Holding Company, which had sales by the amount of $60 million in 
1992.. 

In tuna canning, o~iy Alimentos Margarita is totally integrated. from tuna fishing vessels 
to production planrs and channels of distribution. Alimentos is also the owner of a labelling 
company and an oil producing company that supply 100% of the company's needs for these 
inputS. Although Eveba is not highly integrated. in the last 3 years it has become one of tt.e 
country's principal tuna canners in terms of both domestic and foreign sales . 

Table 2: farjmatcil Cous of Production for Ventzuc!an Canoed Tuna 

I llem Bs/Ks S1JSJK2• 
P1ckagmg 46.14 O.il 
!Uwruna 45.00 0.69 
011 for ::.ms 17.00 0.16 
Semce! 2.60 0.04 
Llbor 8.00 0.12 
Total 118. 74 1.83 

•Exchange rare: 65 B~SUS. 
Source: ~stry of Agriculrure, 
Venezuela. as reported by US Embassy, 
Caracas. ~Y 29, 1992 . 
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Venezuelan production of frozen tuna. Though detailed data on Venezuelan frozen 
tuna production is not available, frozen tuna repre~ts more than 75" of Venezuelan tuna 
expons (very little tuna is frozen for use in the domestic market). The country's aggregate 
installed capacity totals about 250 tons per day. Frozen tuna production totalled 50,000 MT in 
1990, but dropped to 38,000 in 1991.6 Ven~zuelan companies producing frozen tuna have 
recently expanded their processing capacity. Modernization of the COPESUCRE plant in 
Cumana and construction of a new plant at Guanta began in 1989. COPESUCRE estimates the 
renovated plant will process 36,000 tons of tuna annually, and plans to invest $2.6 mnillion in 
renovation. 

The United States. the European Community and Japan have been the largest foreign 
markets for Venezuelan frozen and canned tuna over the 1980's. Table 1 shows Venezuelan 
tuna imponed by these countries for the periGd 1989-92 . 

Sou~cs: US '311rHu ofCcaws: EC: !llimex; Japu Tariff AMocialioe; Japu Marioc 

ProduclJ lmpl)tlcrs A-ialioD; u rsportcd Ill SOM. VcDCZUCllD Tuu (Ddusuy." op ciL 
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Venezuelan exports to the US. Although V enczuelan exports to the US have fallen 
drastically with the US trade embargo, US tuna imports from Venezuela surged over the 
1980's.7 Venezuelan export shipments to the US expanded from only 4,100 MT in 1980 to a 
record 25,500 MT in 1986, or by over 500 percent. Shipments declined in 1987 and 1988, but 
exceeded 24,000 MT in 1989. 

Shipments plummeted in 1990 after the large U.S. canneries in April 1990 adopted a 
•dolphin safe• purchasing policy, which primarily blocked purchase of yellowfin tuna fished 
with purse seine nets. The impact on Venezuelan exports to the uS was dramatic. Like frozen 
tuna, most of the country's canned tuna is yellowfin, and thus subject to the U.S. embargo (see 
also below, Costs of Production). Venezuelan exports totaled nearly 4,700 MT in 1991, and 
less than 750 MT in 1992. Venezuela exported only small quantities of tuna to the United States 
in 1992 . 

Venezuelan exports to the EC. The European market has been especially important for 
Venezuelan exporters, as the Europeans purchase primarily whole frozen yellowfin.1 However, 
European canners are especially interested in Caribbean caught fish, which has the advantage 
of being dolphin safe, an increasingly important factor on the European market. Although the 
EC market grew strongly in the mid- and late-1980's, the EC reports that the market weakened 
in 1991. EC data shows that Venezuelan shipments fell to under 10,300 MT in 1991, from over 
28,500 MT in 1990.9 

Spain, France and Italy are Venezuela's primary EC markets. Market leadership has 
varied with Sp~n leading in the 1990-91 period, Italy in 1989, and France in 1988. Exports to 
Spain have steadily increased, but shipments to France and Italy have fluctuated significantly. 

m. Competitive Conditions 

Costs or Production. The principal inputs in canned tuna production are raw tuna, 
packaging materials, oil (brine and water are also used for other products) and labor. On 
average, costs of production for Venezuelan canned tuna total approximately $1.83 per kilogram. 
Table 2 and its accompanying chart show that over 75 % of production costs in 
Venezuela are canning materials and raw tuna . 

Raw tuna. The Venezuelan tuna industry is supplied almost exclusively by its tuna fleet, 
which provides inexpensive, high-quality raw tuna. 10 The Venezuelan tuna fishing industry is 
the most modem sector of the country's fishing industry. The fleet's size, capacity and 
technologically modem vessels have made Venezuela the leading Atlantic/Caribbean-coast fishing 
country in Latin America and, despite not having a Pacific coast, the second leading Latin 
American Pacific tuna fishing country. Venezuelan companies invested millions of dollars into 
building a fleet of 32 purse seiners, 19 baitboats, and 82 longliners (Table 3). Chart 1 shows 
that, by capacity, the Vene1uelan tuna fleet consists primarily of purse seine vessels. Total 
capacity was 36,365 MT in 1991. 
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Table 3: Venezuelan Tuna Fleet. 199? 

J\pe '.'lo. \'essels Capacirr 

Purse Seine 32 28.099 
Bait Boats 19 2.335 
Longliners 82 5.931 

Tot.ll 1--.. 36.365 

•Capacity in metric tons. 
Sources: .\.1AC; Association or' \'enezuel:m 
Tuna Fishenes. as reponed by CS Embassy. 
Caracas . 

Both in tile Pacific and Atlantic, the Venezuelan tl!:ia fleet primarily targets yellowfin 
tuna. Char! ~ shows that yellowfin catch totaled roughly 803 of the total catch in 1991, and 
yellowfin tuna catch experi-:!nced the strongest growth since 1985. Total catch set an all-time 
record of 84,000 MT in 1989, before dipping to roughly 78,000 MT in 1991. 

All Venezuelan canneries obtain canning materials from the same govennnent company, 
SIDOR. Most canners now use two-ply cans, and though they pack in both water and oil, the 
oil pack is most popular on the domestic market. 
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Moderately high production costs have been reported at domestic canneries, apparently due to 
low yields as tuna flesh is removed from the fish and canned. In the late-1980's, canning yields 
were a fairly low 35" .1t 

IV. Legal and Regulatory Environment 

Although the Venezuelan tuna industry has never received significant government 
st.pport, GOV policy has directly affected tuna producers and processors through: I) price 
conuols, 2) landing requirements, 3) control of the exchange rate, 4) fuel subsidies, and 5) 
import rcs·:-aints. While some elements of GOV policy ran against tuna producers' interests i:i 
t.he mid- and late-1980's, since 1989 the Venezuelan government has taken significant steps to 
reform these policies and support the domestic tuna industry. 

Except for fuel subsidies and import restraintS, GOV policy adversely affected J?e 
domestic tuna industry in the 1980's. Enacted in 1984 as part of the government's effort to 
make a basket of domestic foods widely affordable to Venezuelans, price controis on canned tuna 
hurt both fishermen and canneries, and encouraged both under-reporting of production data, and 
offshore sales. Through an accompa.rtying requirement that fisherman land .iQ3 of their catch 
in Venezuelan ports, the GOV attempted to reduce these offshore sales, further cutting tuna 
producers' earning!;. In addition, exporters were compelled to exchange earnings at controlled 
(below market) rates. 

In 1989 the new Venezuelan government sharply revised polic:es affecting the tuna 
industry, and adopted a more supportive position. Through an agreement reached in April 1989 
between government officials and tuna industry representatives, the GOV lifted price controls, 
suspended the 40% landing requirement, and liberalized currency exchange regula:ions. The 
GOV also adjusted the price of diesel fuel, although fuel is still inexpensive for fishermen. 
Import restraints remain in force. Other recent steps indude GOV efforts to support new 
investment, and encourage the formation of joint-ventures . 
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V. End.not~ 

1.1./ For these and other international data, see ADB/INFOFISH. •Global Industry 
Update: Tuna,• 1991. 

2.2./ The National Chamber of canneries, as reported by the U.S. Embassy, 
Caracas, Venezuela, January 27, 1992, and as published in •venezuelan Tuna 
Industry," NOAA, ibid. 

3.3./ Data on Venezuelan production taken from •Resumen: Tuna,• compiled by 
Agroinvest Consultores, Caracas, and from •venezuelan Tuna Industry,• a repo~ 
completed in April, 1993 by the National Oceanic and Atmospheric Administration 
(NOAA), US Department of Commerce. 

4.4./ FAO, •Yearbook of Statistics," 1990, 1992 • 

5. 5. I This data taken from NOAA, op cit; in •Resumen: Tuna,• Agro Invest 
Consultores report that there are 8 domestic canneries. 

6. 6. / Reported by the US Embassy, and published in NOAA, •venezuelan Tuna 
Industry,• 22 ill· 

7./ Venezuelan exports to the US have been mostly frozen yellowfin; only small 
quantities of canned tuna were exported in the 1980s. 

8.8./ Almost 90t of Venezuelan exports to the EC were yellowfin in 1990; though 
overall trade figures were significantly lower, yellowfin accounted for 98' of 
EC purchases from Venezuela in 1991 • 

9. 9. / The EC statistics may be misleading and are suspect due to problems 
associated with transshipping; Venezuelan export data indicates that shipments 
to the EC have actually increased in 1991. 

10.10./ Although domestic canneries faced shortages of raw tuna in the mid-
1980's, partially as a result of government price controls, there have been no 
reported shortages since 1989. 

11.11./ ADB/INFOFISH, "Global Industry Update: Tuna,• 2l! ~. p. 115 • 
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1. Comoetitive Advantaes --=~·-_-_· - -

A. Variables 1'I Growtla 

• 1991 19-91 Soune Foomote 

Investments (cumulative, 1989-'Hl 

local (USS) 105.000.000 67.72~ 1. 2. 6. 7 1 

foreigzi (USS) 25.000.000 - 1.6 2 

Total (USS) 130.000.000 67.72% 1.2.6. 7 1 

Numbe1 offarticients 8 1, 6 3 • 
New Co!l!l!!nies (19S9-91) NIA NIA 

Logl Sales 

Volume (ron.s) 20.696 23,58% 6, 7. 4 

• Value (SUS) 50.147.151 33.78% 6. 7 4 

Production 

Volume (IOn.s) 20.825 23.32% 6. 7 5 

Value (SUS) 50.982.505 33,10% 6. 7 5 

Imports 

• Volume (IOns) NIA NIA 6 6 

Value (SUS) NIA NIA 

~ 
Volume (IOns) 760 -n.40% 2.6.9 7. 15 

Value (SUS) 1.739.035 -71.60% 2,6,9 7, 15 

ea pa city • 
Imtalled (rons) 15.000 NIA 6 9 

Uttili:ud (%) ~ 8.11% 2.6 9 

Inv,1111Knt in Bi I2 

• Perceat of Total Investment Small NIA 
lnv,11men1 in Qi11cilz, !Jllnml1 

Percent of Tocal 1Dves1men1 NIA NIA 

NIA: Nol Available 

• 

• 
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H. Hrl•trsl V 1ri1hln 
No.of V1lue 

b Sunnllen V1lue 1991 "' I AH.
1 MI ""lmptd Soun•11t •·cmtnctte 

Raw Materials: Tuna 5 I0.517.(J')() 100% 0% 6 10 

Oil 6 2.103.418 llK>% 0% 6 IO 

Tin nns I 3.155.127 90% 10% 6 IO 

Lal~linll I JIKI% ll'H· I Ill 

Rel!t~ Industries Source •·ootnote 

Al C111nin 

B)Oil 

< ') Fii.hin11. fkcb 

() 

H..-rien of Entry Seu le• Source •·ootnole 

A) &onomics of Sc.1lc 3 6 

B) Product DiffcrcPli•lion () 6 

2 6 

1it1I I I 6 
I 

2 6 

2 6 

I .nels or lnteentk1n Sule• Source "'oolnote 

llori1cmt1I 2 I. 6 II 

Vcrtinl 2 I. 2 .6 11 

•s,·1lc: Nu1~"'CI, l.AlW"' I. McJi"m=2, lligli=J 
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l. co .. MliUve Adv••••Ltft 

C. Qualll•Uve V•ti•bln 

StNrlure 9( Sb1rc Owncrsbiv 0991) 

family 

Few Sb.reboldcn; 

Stock Markel 

Foreign Ownership 

Others: 

Ow1wrnhip qC Dj*ihu!jon C'ha1111c.h 

Owned by Producer 

2. Comnaratlve Adv11nt11ueos 

Varlabln 

Costs or Production in SUS/K 

P1in-s in SUS/K 

•Annual compounded growth rate, in percent. 

• 

N11llon11I 

1>11t11 
1 83 

3,02 

• 

<irowth• 

1919.91 

Cl,72% 

11,72% 

• 

lnt'I. 

U11t11 

N/A 
NIA 

• 

VC"11 

x 
x 
x 
x 

v"" 
x 
x 

(iruwth• 

19119-91 

NIA 

NIA 

• • • 

No Soun:e Footnote 

100% 2 12 
75%-100% 16 2 12 

75% I, 6 12 

25% 1. 6 12 

No Sou•"• lo'ootnot• 

1. 6 13 

2 13 

Suun:e Footnote 

6 14 

6 14 
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- -- - 1-.. - • -J. Social Criteria . -- ----- ----- -- -· -• Variables Tcadm~ 

1919-91 Soarn Footnote 

Value Addrd: I 3 I 1. 6 I • 
Proccsud tuna w a hi2h national value added. ltiven that its ir.outs art primarilv or internal oriecn 

• 
Fmnlovmcnt: I 2 I 1.2.6.7 I 8 

This sector is a neat emplovmcn1 ecncrator: manv staecs of the process a~ manual 

• Pmductivi"': I 3 I 3_ .i I 
Good qualitv panems have been reached. hut efforts must still be made rellardin2 productivitv 

It bas a hil!h technolon level in fresh tuna. eve:i worldwide 

• Per-Uoita ConsumDfion: in 1991was0.850 Kil. I 2 I s I 
Consumotion of canned tuna has uown in recent vcars at national level: it is an imoorunt source of 

[prote!n. It has increased slil!htlv in the last few vcars <02SO K2/pcrson). Nevertheless. it srill is lower than 

that shown in dcveloord countries . 

• #Tendency: High Growth=l, Med. Growth=!. Srablc=3, ~ed. Contradion:::4. High Coouadion=5 

• 
.I. Available lnfomaation ..... - ,, .. ·- . -- . . - - - .. 

I (1) Calf Report of A. Mamriu 5-11-92 

(:?) Call Rcoon of A. Eveba 28-10-92 

• (3) Maaaecmcnt Maiiazine: 500 finns: Article on Fish Canneries 

(4) Studv on the Fishinll Induslrv in Venezuela. levels of exoort and determininll factors 

(5) Various articles on Tuna - M?roinvest Ncwsoaoer Llbrarv 

(6) Survev of A. Mamrita 

m Dara supplied bv O.C.E.I 

(8) Survcv of Continuation to the Consumorioo or Foodstuffs 1989-1991, O.C.E.I. • 
(9) Article from Economia Hov: <YJ/fYJ/93 

• 

• 
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Catalogue 

Segment: Tuna 
Product: Processed, canned tuna 

Footnotes 

NOTE: In the cases which refer to the Total of the Industry of Tuna Canneries, 
we refer to 90% of the industry, composed of Alimentos Margarita, 
C.A., Empaques Venezolanos de Bacalao C.A. -EVEBA o PROPISCA, 
Conservas Alimenticias La Gaviota S.A., y Alimentos El Faro, C.A. 

No. Source Observation 

1 {1,2,6,7) 

2. (1,6) 

3 (1,6) 

4 (6,7) 

5 (6,7) 

6 (6) 

Total cumulative investments for 1991 of the two largest 
firms, A. Margarita and Eveba (87% of the market share) 
were US$130,000,000. For 1991, the actual, total 
investment in the Industry was US$4,139,907, indicating . 
a compounded increase of 41.16% from 1989. 

The registered foreign investment in the sector refers to 
the participation of a foreign investor in 25% of the 
shares of Alimentos Margarita. This participation was 
registered in 1990. 

In Venezuela there are 8 canning firms: Alimentos 
Margarita, Eveba, Alimentos Mar C.A., La Esmeralda, 
Copesucre, Caid, La Gaviota and El Faro . 

The Sales figures refer to the total of the industry. Local 
sales and the consumption of canned tuna experienced a 
great increase since the commercial opening. The 
percentage of expenditures of consumption of tuna within 
the total expenditures in food stuffs has increased 
equally. Alimentos Margarita designates 92% of its 
production to the internal market, while Eveba 
designates a much smaller percentage . 

Production in the sector has increased at par with local 
sales. 

In 1989 tuna was not imported. Figures for 1991 are not 
available . 

1 



• 
7 (2,6,9) In 1989 no canning company registered exports. By 1990 

only one og the firms registered exports &hove 920 MT, at 
USSl,898,148. which fell in 1991 to US$539,035., 

• suffering a dec'ine of71.6%. This fall was due to the tuna 
embargo imposed by the US at the end of 1990 on tuna 
producing countries of the Western Pacific, which 
included Venezuela, along with Mexico, Vanuatu, 
Panama and Ecuador. In '91 one firm exported tuna for 

• a total of US$1,200,000.; the figure shown in the 
catalogue corresponds to the exports of the two largest 
firms. 

8 (1,2,6,7) In 1989, total direct jobs by companies were: A. 

• Margarita 1,200; Eveba 1,304; La Gaviota 624; and El 
Faro 309. By 1991 direct employment had reached: 
1,400; 1,504; 614; and 321, respectively. According to 
different opinions, the relationship of indirect 
employment generated by the tuna sector is three jobs per 

• every direct employee . 

9 (6) The installed capacity of one of the major firn~s for 1991 
was 1,500.000 boxes/year, which is approximately equal 
to 15,000 MT. The same capacity was 8,000 MT in 1989. 

• In 1991, its utilized capacity was 90% in '89 it only 
reached 77%. 

10 (1,2,6) The three principal inputs are frozen Tuna, which 
represents 55% of the cost of production, Vegetable Oil, 

• 10% of the cost, and Tin, which represents 15% . 
Additionally, the labor is 5% of the cost. The only 
imported c.-omponent is part of the Tin; close of 10% of the 
total input of it (easy open can imported from France) is 
imported . 

• 
11 (l,2,6) According to A. Margarita, one of the principal factors to 

take into account when competing is total vertical 
integration. Eveba is not vertically integrated at all; 

• nevertheless, it has managed to take over a large part of 
the national market for this product and, at the 
international level, seems to be selling more than A. 
Margarita. A. Margarita is the onl.v totally vertically 
integrated firm (100%) while the rest of the industry is 

• only partially vertically integrated. For example, Eveba 
owns a fleet of 67 refrigerated trucks to transport its raw 
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(1,2,6) 

(1,2,6) 

(1,2) 

(1,2,9) 

materials, but its distribution is done by Alimentos 
Plumrose. 

Eveba is a 100% nationally-owned company whose 
participation is purely family; lnversiones Aledo, the 
holding company of A. Margarita, is initially structured 
by few shareholders and has participated in the stock 
market. Additionally, Margarita is the only company 
with a 25% share participation of a foreign company . 

A Margarita, like other firms, does its own distribution. 
Eveba contracts a third party to undertake its 
distribution . 

The compounded increase has been the same for costs as 
well as for prices: a positive compounded change of 0.45% 
vis-a-vis the dollar. 

Exports have been directed primarily to Latin America, 
North America, France, and Italy. Efforts are being 
undertaken to penetrate markets in the rest of Europe, 
Arab-speaking countries, the Caribbean Islands and the 
Antilles. Colombia, a country with low per capita tuna 
consumption, is beginning to increase its consumption . 
Relating the US tuna embargo to \T enezuelan exports, by 
1992, Venezuela had stopped collecting 3,400 millions of 
bolivares on account of commercialization . 

3 
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DEFINITION 

INTERi'iATIONAL INDUSI'RY PROFILE 

Industry: Commercial Fishin~ 
Segment: _T~un~a~-
Product: Canned 

Internationally, tuna is traded fresh, frozen or canned. Japan remains virtually the only major 
market for !°resh tuna, consuming roughly 16 percent of the world's traded tun in 1990. Eighty 
percent of the frozen tuna traded internationally is eventually canned, and sold in product forms 
including: solid. chunk. tlakes, grated and smoked. Canned products are packed in oil, brine, 
or sauce through a highly labor-intensive process. A small quantity of tuna is traded for use a!: 

pet foods. for oil, and as runa meal. The principal species of tuna are skipjack, hellowfin, 
albacore. bluefin. and bigeye. Skipjack constitutes roughly 50% of all runas caught . 

WQRLD\VIDE DDl.\ND 

• world demand is projected to increase 180,000 tons per year, reaching 1.1 million tons 
by 1995 

• despite many changes in the industry, canned tuna's share of total world consumption has 
remained at 80 % 

• 12.pan remains the main tuna consuming country, and Japan's percentage consumption of 
canned tuna (at 30% in 1990) is likely to increase over the 1990's 

• per capita consumption in the US expanded only incrementally over the 1980's (form 
::?Akg in 1980 to '2..7 kg in 1988) suggesting market saturation 

• consumption of canned tuna in Spain and France almost doubled 

PRODUCTION 

• total canned tuna production increased more than 50 percent from 1980 to 1989, reaching 
a total of over 1 million MT 

• the US remains the world leader in canning, producing 275,000 tons per year, or 28 % 
of total production in 1990, though US production has fall'!n sharply from 48% in 1979; 
all but one canning plant in the continental US was closed and transfered by 1990 
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• Thailand's canned production grew the most over the last decade, from almost nil in 
1980 to over 20 9' of total world production in 1989, and may well overtake the US in 
production volume 

• the share of developing countries in total canned production increased from 16 percent 
in 1980 to ~ percent in 1989 

EXPORTS ..\. '1> IMPORTS 

• Thailand has emerged as the leading exporter of canned tuna 

• other low labor-cost countries like Indonesia, the Philippines and the Pacific Islands are 
likely to expand their production of canned tuna 

• Mexico is expected to profit both as supplier of raw tuna to canneries, and as an exporter 
of canned tuna 

• the Japanese market is unique, centered on raw consumption of tuna, called sashimi: 
requirements are for larger size fish with higher fat content (northern, not tropical) 

INDl'STRY STRUCU1RE AND TRE.~S 

• currency movements and increasing competition based on price has realigned the 
industry, favoring low cost producers (with cost of labor the critical item in canning) 

• intensifying controversy over dolphin killings has a major impact on the industry; the US 
embargoed al! tuna from Mexico and Venezuela caught with purse seine nets in __ 

• horizontal integration has allowed major producers to use all parts of the tuna, minimize 
waste and increase production efficiency 

• large, vertically-integrated producers are capturing larger market shares from smaller 
producers, and competing more aggressively against one another 

KEYS TO COMPETITIVE SUCCESS 

• quality requirements: size; method of handling; skin and eyes appearance; and fat (oil) 
content of the flesh 

• dolphin-safe fishing practices and/or certification (particularly imnportant for US and EC 
markets) 

• efficiency and low production costs (particularly low labor costs) 
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• horizontal and vertical integration increase efficiency 

SUBSTITI:TI:S 

• canned slamon; surimi; sardines . 

GOVER.~IE!Vf POLICY 

• government policies such as dolphin safe regulations have had a tremendous impact on 
the industry 

• international agreements over fishing waters and rights are extremely important to the 
industry's productivity and profitability 
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DaWheet for International Section oflnvestor's Profiles • 
ladustry: Seafood 
Seemnt: Tuna 
Product: ~&Frozen 

• World..nde Prududiaa (Canned) 1988 ·1939 ···1'91 :%Tobi 
f m metric tons) 

Maior canninst countries 
l. USA 27L4 311.3 n.a. 2833% 
2. lbailand 207.8 225.1 n.a. 10.48% • 3. Jaoan 110.8 103.8 n.a. 9.44% 
4. Italv 801 85 n.a 7.i3'/o 
S. Soain 67.71 62.5 n.a 5.69% 
6. France 28.1 32.6 n.a 2.97% 
7. Philioomes 31.6 47.5 n.a 4.32~'o 

• TOTAL WORLD CANNED 1003.5 10991 n.a. lOfl.00% 
Percent Chanee 9.52% n.a 

Sow'ce. FISHDAB/FAO, •Giot.al Industry Update: Tuna: 1991. 

• 
Worldwide Exoorts (aaaed} 1988 1989 1991 %Total 

(in MT) I 
M.aior Exooners 

• 1. Tbailaod 207.756 225.123 n.a 51.48% 
2. Philioines 37.137 47.499 n.a. 10.86% 
3. Cote d1voire 31.564 38.294 48,000 8.76% 
4. Indonesia 21 n.a 0.00% 
5. Seneeal 17.801 I 18.936 r..a 4.33% 
6. Soai.n 11.250 9.499 n.a. 2.11•1. 

La!in Amencaa Expons • 
1. Mexico 23.10 35.50 n.a 0.0lo/o 
2. COSla Rica n.a. 
3. Venezuela 12.30 11.30 n.a. 0.00% 

• WORLD EXPORT TOT AL 391,885 437.304 n.a. 100.00o/1 
Percent Chanste 

Source: FlSHDABJI•AO, •01oba1 Industry Update: Tuna: 1991. 
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Worldwide Impons (canoed) 1988 1989 1990 
(of canned nma. in Ml) • 
Maior lmoorting Countries 

I. USA 29.957 152,472 D.a 
2. UK 47,619 66,063 n.a 
3. France 54.753 48,160 52.6 

• 4. Gennanv (FR) 27.988 31.936 n.a 
5. Canada 20.365 25,884 n.a 
6. Italy 9,184 10,886 n.a 

Source: FISHDAB/FAO, •Global Industry Updare: Tuna.• 1991. 

• 
WoddwideExooru {froz:eo) 1988 .J.939 .:1990 ·. %Total 
(frozcu tuna. in MT) 

Major Exnorters 

• I. Rep. Korea 143.699 148.438 n..a 15.no/o 
1. Soain 108.388 115,788 n.a. 12.30% 
3. France TI.3il 112,908 D.a. 11.99% 
4. Mexico 53.428 59,570 n.a. 6.33% 
5. Sineaoore 57.2901 52.039 n.a. 5.53% 

• WORLD EXPORT TOT AL 889.113 941,549 D.a. I00.00% 
Percent Chanee 5.90% 

• Worldwide Imoorts 1981 1989 1990 :>%Total 
(frozen nma. in Mn 

Major Imnoners 
I. Jaoan 211.61: 193,741 D.a. 19.18% 
2. USA 171,655 173,508 D.a. 17.17% 

• 3. Soain 124.196 110,961 n.a. 10.98% 
4. Italy 84,080 109,638 n.a. 10.85% 
5. France 34.222 27.161 n.a. 2.69°.4 

WORLD EXPORT TOT AL 1,010.376 1,065,906 n.a. 100.00% 

• Percent Change 5.50% 

• 

• 
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T\ID&C cm 'Der cani:ta 1988 .l99Se. ·. 
(in ke oer caoita) 

J:man 2 2.2 

• USA 2.7 2.8 

France 2.7 3 
ltalv 2.4 2.4 

Snain 3.7 3.S 
'JK 1.6 1.4 

. 

• Germanv 0.9 1.2 

Source: GLOBEFISH 
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INVESI'OR PROFILE 

for 

Tlr.APIA 

Summary: An inexpensive. high-quality source of protein. tilapia is a very competitive 
aquaculture produCL Worldwide. tilapia production has grown more than doubled from 
1985-90, and markets for aquaculture products are projected to grow robustly. In the US 
market alone. tilapia imports are projected to increase to 6,800 MT in 1993. a 56% 
increase over 1992. Venezuela's low land costs. abundant water supplies. tropical climate 
and lengthy experience in seafood production have contributed to strong perionnance of 
local producers. Over the last 4 years, Venezuelan tilapia producers have invested heavily. 
and increased output over 90%. Opponunities for investment in tilapia production for 
domestic consumption and exoorts are excellent 

prepared for 
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(CONAPRI) 

Caracas. Venezuela 
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CONAPRI Investor Profile 

The Venezuel;an Tibpm lndustn 

I. Product Defmition 

A white, mild-flavored fish, tilapia is both a low-cost and high-qua:ity source of dietary 
protein that has rapidly gained acceptance in both developing and developed country markets. 
Though found naturally in tropical areas of Africa, tilapia is raised commercially through 
aquaculture, and competes with other leading aquaculture products including catfish, trout, 
salmon and shrimp. In addition, like all aquaculture products, tilapia comper~ with numerous 
other fish products of the commercial seafood industry as well as other sources of animi£1 protein 
such as beef, pork and chicken. Tilapia is marketed either fresh or froz.en in fillets and whole. 
This Investor Profile examines competitive conditions for tilapia production in Venezuela . 

II. The Market 

II.I. Demand 

International. Though detailed figures on tilapia demand are only just beginning to 
appear in country data, tilapia is a segment of the larger seafood industry which has shown 
considerable growth potential. Demand for fish in developed countries increased significantly in 
the 1970's and 1980s as a growing body of medical research raised concerns with the 
consequences of high fat and high cholesterol diets. Fish has become an attractive and 
increasingly low-cost substitute for meat products. Total world seafood consumption is 
projected to increase from 12.4 kg per capita in 1991, to 15.5 kg in 2000, and world population 
is expected to jump from 5.25 billion to 6.13 billion during the same period. Seafood supplies 
will therefore need to grow to 94.5 million tons (from 63.5 million tons cunently) to meet the 
demand.I 

Aquaculture, benefitting from costly environmental pr~ures on commercial fishing and 
cost-saving technological advances, is expected to make up roughly 33% of this growing market. 
One of the fastest-growing segments of the aquaculture industry, tilapia consumption is likely to 
continue to experience strong growth . 

In the United States, tilapia imports increased dramatically in 1992, and promise to 
continue growing rapidly. Roughly 5,500 MT of tilapia was imponed for domestic consumption 
in 1992, and in 1993, this figure is expected to jump to 6,800 MT.2 

2 
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Venezuela. In Venezuela. though precise figures are not available. tilapia coDSumption 
has also increased dramatically. Venezuela. with 3,500 km of coastline, has long had high per
capita rates of fish coDSumption. And tilapia, which can be genetically engineered so that its 
skin is very similar to the red snapper found in local waters. has been quickly accepted by 
co~umers. In addition. in the domestic market for fJSh. tilapia has faced few competitors since 
other comparable fish products such as trout. are co~iderably more expcDSive. In 1991, whole 
tilapia sold in local Venezuelan markets for $2.63/kg. In comparison, trout sold for $5.80/kg; 
catfish for $3.00/kg; red snapper for $4.80/kg, and grouper for $6.00/kg. Long term. tilapia 
fillets arc expected to sell at the same prices as catfish. which suggest that room for upward 
growth in prices still exists. 

11.2. Production 

International Although tilapia is a relatively new aquaculture product (panicularly in 
developed country markets), it has proved extremely competitive agairJSt other farm-raised fish 
products including catfish and trouL Strong growth in tilapia production is due primarily to the 
fish's rapid, year-round reproduction cycle. Tilapia can be grown on a year-round basis in the 
tropics, and harvesting time at approximately 600 grams is reached in 5 to 6 month cycles. at 
inexpensive costs of production. An additional advantage is that tilapia can also survive under 
extremely low oxygen conditions, and in both fresh and brackish water. 

Worldwide production of tilapia has grown over 85% during the 1980's, and by 1990 
totaled 391,000 metric tons (MT).3 Roughly 51% of world production was the Nile species 
(oreochromis niloticus). Chan 1 provides a breakdown of the principal species of tilapia 
produced in 1990, and Chart 2 shows that the Nile species as both the largest and fastest growing 
species of tilapia. In 1989, production of Nile tilapia leaped 70% over the prececding year, and 

Chan 1: Species of Tilaoia Produced 
Worldwide 

Somt:e: FAO. 

3 

in 1990. production grew another 16%. 
(NEI: Not Elsewhere included) 

Table 1 shows that in 1990 the 
world's largest producers of tilapia were 
China, the Philippines and Indonesia. 

Tilapia production in 1992 in the 
United States was estimated at 4,091 MT. 
The projeCled production for 1993 sraods 
at 5,454 MT. and it is expected to increase 
at a rate of 60 percent. based on the 
experience of the last two years.4 

In Latin America, tilapia 
production has increased significantly. 
While aggregate data is just beginning to 
be collected in the region. a number of 
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Chart 2: Growth in World Tilapia Production. bT st>ttits. 
1988-90 
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examples illustrate this trend. A SIO million intensive tilapia farm near Cali. Colombia. came on 
line in 1991 with an annual output of 7,000 MT -- almost twice as much as Israeli's total tilapia 
production. A farm in Costa Rica is already harvesting 70 MT of fish a month for the US 
market. and the owners have plans to double production. There are also farms being built in 
Mexico, Honduras and El Salvador . 

Tilapia specialislS predict that total tilapia production from Latin America will reach 
9,091 MT in 1992-93 (from under 1000 MT in 1991 }, putting downward pressure on prices. 

Venezuela. The Government of Venezuela prohibited tilapia production until June of 
1992 because of environmental concerns. Since then tilapia production in Venezuela has 
increased at a compounded rate of over 90.3% from 1989-91. Production is expected to 
continue growing rapidly. Official statistics record tilapia production of 110.0 MT in 1991, up 
from 4.0 MT in 1989.5 

4 
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COUNTRY 

(Metric tom) 

CHINA 

PHILIPPINES 

INDONESIA 

EGYPT 

THAILAND 

TOTAL 

III. Competitive Conditions 

Source: FAO 

990 

106,071 

76,142 

50,530 

24,916 

21.900 

279.559 

Successful tilapia aquaculture requires qualified technical expenise and management; 
low costs of production; and comumer acceptance. Tilapia farming requires expenise in 
technical areas, including control of water temperature, acidity and salinity; control of soil 
quality and chemical composition; and sound management of productive efficiency. Productive 
efficiency ~ues include disease control; feed/fJSh conversion rates; and generation period. 
Many large companies are involved in research and development in genetic engineering. 

Costs of production. Venezuelan costs of production averaged $0.85/'kg in 1991, in 
comparison with international costs averaging between S2.00 and $3.00/kg. Most of the main 
cost components -- land, water, fingerlinp (fJSh stock), chemicals {for fcnilizer and disease 
control) and electricity -- are ioexpemive in Venezuela. Feed tends to be more expemive 
because most of it must be imponed. This is expected to change when there are enough farms to 
justify building local feed plants . 

Productive efficiency is also internationally competitive. The average stocking densi'y 
of fJSh in Venezuela ranges between 1 and S fJSh per square meter. Output yields vary from 
3,000 to 10,000 kg/ha of net live fish annually, although greater yields have been recorded . 

ladmtry structure. As of 1992, roughly 26 Venezuelan companies had registered as 
producers of aquaculturt productS. Of these, 6 are tilapia producers, though only 3 have reached 
commercial levels of production. Total area currently in production is 68 bas. represented by 
Aquafin, loagrozooteca and Aquafresh . 

5 
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Levels of vertical integration in these companies are low. Few companies own 
distnbution facilities. as mmt sell tilapia fresh from farm sites, or locally at marketplaces. u1C3l 
distribution is available by refrigerated trucks either owned by companies or rented on contracL 
All of the Venezuelan tilapia companies are family owned. To data, no foreign investment in 
tilapia aquaculture has been reported. Io addition, no tilapia processing activities, including 
value-added steps like filleting whole ftsh, have been reported. 

The performance of Venezuelan tilapia producing companies has been strong. pennitting 
both solid profit margins and affordable prices. Local sales in 1991 totaled $263,000 for 
production volume of 100 MT. Total sales for the same year summed to $350,000 for 120 MT. 
In foreign markets, Venezuelan-produced tilapia sold for significantly higher prices. including 
the US: $6.00/kg for imported frozen tilapia; in France fresh tilapia on ice sold for $4.00/kg. 
One of the venezuelan companies succeeded in selling 20,381 kg of tilapia tc European 
Community (EC) countries in 1991 at an average price of $4.00/k:g. Colombia and Cmta Rica 
exported tilapia the same year at prices ranging from $5.00 and $6.50/k:g. 

Signalling optimism among producers. Venezuelan aquaculture companies invested a 
total of $526,000 in improved or expanded production facilities over the period 198'-'-91. By 
late 199:?. almost every company had advanced plans for expansion of tilapia production· 
capacity. 

IV. Legal and Regulatory Environment 

Since the ban on tilapia was lifted. the Ministry of Agriculture and Husbandry, and the 
Ministry of Environment and Natural Resources, have implemented programs to inform the 
public that tilapia production has been legalized, to attract fresh investment into the aquaculture 
crop. Currently. Venezuelan citizens and foreign citizens can invest without restriction except 
for as.surance that projects comply with legal regulations on the environment and fishing . 

The Ministry of Agriculture also requires potential investors to submi~ detailed technical 
feasibility studies. There are no special taxes levied on agricultural activities. including 
aquaculture.6 

V. Endnotes 

11 Seafood-Leader, •Aquaculrure :?000: Fish by Design.• February, 1991, p. 70. 

21 American Tilapia Associa1ioa, Iowa, •Annual Srarus Report • 1993." 
3/ FAO, rasberies Circular No. SIS Revision 4, Rome. June, 1992 . 

41 Americao Tilapia Associa1ioo, 2R £i1. 
S / lbese figures may be misleadios. Domestic 1ilapia produciion during lbe GOV bao dedicared icself mainly for 
research purpoJCS. Sinoe mid-1992. aquaculture firms have 001 only sreadily iacreased tilapia produclion. bul also 
impro .. ed reporting of lbae aciivities. 

61 Venezuelan iax breaks for agricultural projects do not extend to agribusiness activities . 

6 
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CATALOGUE 

• 
r) 

• 
1. Commtitive Advaatnes 

A. Variables .. Growth 

• 1991 19-91 Soaru Foota~ 

Investmcn1S (£!!mulativc, 1989-91) 

loc:il (US S) 525.855 220.00% l. 8 l 

fo~iga (US S) 0.00 -
Toral (USS) 525.855 220.00% 1. g l 

r:!umbrc szC f!lli£il!!nts 9 4 2 • 
~cw ~mmgjg (1989-91) 4 34.16% 10 3 

LoglSalcs 

Volumc(Kgs.) 100.000 73.20% 1. s 4 

• Value (SUS) 263.\JOO 60.44% 1. 8 4 

Productiop 

Volume(Kgs.) 120.382 90.03% 1. 8 

Vah:: (SUS) 350.642 83.71% 1. 8 

lmRs!m • Volume (Kgs.) 0.00 . 
Value (SUS) 0.00 -
~ 

Volume (Kgs.) 20.382 NIA 1. 8 s 

• Value (SUS) 

Qpacily 

87.642 NIA 1. 8 5 

lmtallcd (KglJyur) 500.000 33.63% 8 6 

Urtilizcd (%) 801>% N/A 8 6 

111Yest1111:11 in B & 12 

• PcrceDt of Toca I IDYestmcnl 1'Hid N/A 7 

1nvesrme111jg12i1ml, ~nm:ll 
Percent of Total IDVeslmenl NIA NIA 

NIA: Not Available 

• 

• 



• • • • • • • • • • • 

~ ~ - -
11. Kel11ted V11rl11hles 

No. of V11lue 

l'Ttn,·lp11I Inputs Sunnl~n Value 1991 % l.Atelll "' lmptd Source •·•mt note 
A) Ccm,·enlr•lcd feed N/A 50% 100% 0% I 8 9 

8) Ele<·lricily N/A 15% ICMI% 0% I, 8 9 

C) Consulting NIA 10% 0% 1()0% I, 8 9 

[)) R•w M11leri1I ;~/A N/A N/A N/A I, H I) 

Related Industries Source •'ootnote 

Al Con<:cnlralcd feed I 

B) 
~ 

C) 

l)) 

Hanien of Enln Scale• Source •·oolnote 

A) &onomies of Scale 2 I, 8 

B) Product Dirfcrcnli•lion () I H 

C) C•plNil Requirements 2 I K 

D) Difficulty in Ac:ccssing Capil•l 3 I, H 

E) Difficulty in Accessing Channels of Distribulion I I, 8 

F) Difficulty in Al·ccssinR Labor I l, 8 

Cl) Otlwr (lill\'dfv): 

1..eveb of lateanallon Scale• Source •·oe>lnote 

Horizontal I I 8 17 

Vcrtinl 2 I, K 17 

•snlc: Nonc=O, Low:. I, Mcdium::2, lligh=3 
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l. Comz,ellUve Advant• 

C. Quallt•tlve V•rhtbles 

Strwture of Share Ownership C 1991) 

Family 

Few Sbarebolders 

Stodc Market 

Foreign Owncn;bi~ 

Others: 

OwnqJ!hi&1 of Djstrjbytjon Channell! 

Owued by Producer 

Owned bv Independent Entitiell 

1. CuN~11nUve Adv.nt11a;es 

V11r1Mhln 

Costs of Production in SUS/KR. 

Produl1ivitv or Yield (Kas/111) 
Net Prolit 

• 

•Annual compounded growth rate, in percent. 

• • • 

N1tllcmul (irnwth• lnl'l. ., ... 19119.91 ., ... 
1 I 6 N/A 2,0.3 () 

2,63 -7,25% 4 
I 6.000· 1.CXXI 14 47% NA 
I >40.<Kl% NA NA 

• • • • 

Ye11 No Source "'ootnote 

x 8 lO 

x 11 

x Ill 

x 10 

Ve11 No Soun:• t'cmtnote 

x I. 8 12 
x I. 8 12 

Ci1'C1wU1• 

1989·91 Source Fool note 

N/A t, 6, to 13 
N/A I, 6 14 
NA I 10 IS 
NA 1 16 
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J. Social Criteria 

Variables 

V:ilue Added: 

Tendmcy# 

1919-91 Soura 

Uses almost all national inouts i'roduction is basicllv of orimarv orilrin witb a rcciuced industrial 

FoolDo~ 

trnsformation. allhou1d1 tbe sales 'Jf fillets and other rocesscd oroducts an: bcin2 dcveloocd mainJv for 

the cxoons market. 

Em lovment: N/A 

I..:75 ions arc eenerated for each 14 hectares cultivated· a l?T'C3t knowledec of 

fish is not n:auircd 

Pmduc!ivitv: ., 

Hiizh oilvsical roduction :-clation. 2ood vicids ocr hectare Jna a eood conversion rciauon 

bcrwcen food inout and fish obtained 

There is no orccise information on the consumo1ion ofTilaoia: it can onJv be said that its 

consumotion is incr.1sin2 3s roduction incrc3scs 

llTendency: High Gro"'lh=l, Med. Growth=!. Sl3ble=3, Med. Conlraction=4, High CJntraction=5 

4. Available Inronuation 

(3) Reoott on tbe cultivation of Red Snaoocr 

4) ~.A.C .• Directorv of Aquaculture finm 

5) National .\41uacul1urc Plan 1990-1993 MAC 

6) Atricle of 

roblems and Institutional re uirements ia Venezuela 

8) AauafUl C.A. Survev 

9) ID!ofisb uuermtioaal bv F AO 

10) ID!onnation SU lied bv C.CS.r Alcestc or MAC 
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Catalogue 

Segment: Aquaculture 

• Product: Tilapia, Cherry Snapper, Red Tilapia, or Pink Porgy 

Footnotes 

No . Source Observation 

• 1 (1,8) There are no cumulative figures for the businesses of this 
sector. Very few of these firms began directly in the 
cultivation of tilapia. Until very recently (including '89 
and '90), the cultivation ofTilapia was not allowed 

• legally. Nevertheless, small cultivations existed in the 
traditional aquicultural firms. The investment of 
US$525,854.81 was realized by only one company in 
1991. 

• 2 (4) Currently in the country there are nearly 80 firms 
dedicated to Aquaculture, of which a total of nine firms 
cultivate Tilapia. They are: Aquafin, C._\., Aquacria 
Maruria, Aquafresh (Acuacultura Integral C.A.), 
Aquapez, Granja Los Canamos, Lagos de Sibaragua, Los 

• Monitos - Miraflores, Granja Las Majaguas y 
Inagrozooteca 

3 (4) In general, the new!y registered businesses were 
previously aquaculturists, but not in tilapia, or if they 

• were, they didn't register themselves as such, given that 
it was illegal. 

4 (1,8) Local sales, like consumption, have risen rapidly at the 
national level. 10% of one of the firms' s total sales is 

• consumed in the Falcon state, 60% in the rest of the 
country, and 30% is consumed outside of the country, 
specifically in Europe (EEC). The internal price in 1991 
was 150 Bs/Kg. of whole tilapia, which translates into a 

• very good price for the national consumer of any social 
strata 

5 (1,6,8) Generally speaking, exports in this sector began in 1991. 
This year, one of the firms managed to place in the EEC 

• more than 20,000 kilograms of the product at an 
approximate price of 4.3 US$/kg. 

1 
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6 (1,8) Installed capacity of one of the firms is 500,COO kg. which 

includes shrimp and tilapia The utilization of the 
capacity has not varied since 1989 when it was 80%. 

• Tilapia can be cultivated in pools utilizing densities of up 
to 20 fish per square meter, depending on the oxygenation 
and other factors. The average density utilized in the 
country is 1.5 to 2 fish/square meter. 

• 7 (1,8) It was not possible to obtain exact figures of how much 
has been invested in R&D and distribution channels, but 
it is known that this percentage is high in relation to 
annual budgeted expenditures. A firm consulted 
reported, for example, answered that the total of its 

• investments in recent years has been designated to 
improving productive capacity and production technology, 
which they called investigation and development. 

8 (8) The employment rolls at according to the firms 

• interviewed went from 15 direct employees in 1989 to 30 
in 1991. They only have one contract employee: a 
professional staff member in charge of promotion and 
sales. In general, the cultivation of Tilapia doesn't 
require large quantities of personnel. 

• 9 (1,8) Inputs are primarily national (80%): concentrated feed 
and electricity, among others. The rest of the inputs 
originate in Asia, such as Fingerlings (Raw Material), and 
Consulting, which has been of vital importance for the 

• sustained development in this cultivating concern . 

10 (8) There has not been a lot of foreign participation evident 
up to now. One of the firms is constituted primarily of 
few stockholders who are members of the same family . 

• 
11 (1) One of the firms has three stockholders, who are related 

also. 

12 (1,8) According to Aquafin and Aquafresh, the manner in • which the fish is distributed at the local level is through 
wholesale and retail sales from the same factory. 
National distribution is carried out via refrigerated trucks 
used exclusively for distribution. Exportation is done 

• through third parties. Aquafresh has a landing strip 
which could be uti]~zed to these ends. 

2 
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13 (1,6,10) Production costs are relatively low. This fish grows 

rapidy and needs little food; energy costs are generally 
cheap. Total costs could reach US$2 per kilogram of 

• whole fish; according to Cesar Alceste (MAC), said costs 
in reality ai.·e lower, closer to US$1.50. Outside of the 
country, the costs for the fish vary between US$2 and 3 
per kilogram depending on the country and if it is whole 
or filleted . 

• 14 (1,6) The aomestic price for 1991 was 150 Bs/kg or US$2.63/kg 
for whole fish, while exports were getting prices higher 
than US$4/kg. Colombia and Costa Rica exported at 
prices between US$5/kg. and US$6.5/kg . 

• 15 (1,10) Annual normal yields of national cultivated Tilapia are 
close to 6,000 kg./hectare of pure fish. One company 
declares that it is getting annual yields closer to 10,000 
kg./hectare . 

• 16. (1) The average income-yielding capacity, taking into account 
that exporting yields more i!lcome than selling internally, 
surpasses 403 annually. New investment projects 
stipulatedby private companies poss~ss an internal rate 

• of return close to 100% . 

17 (1,8) Levels of integration in this sector are reduced, given that 
only some firms own part of the channels of distribution. 
Integration in this sector is not necessary for its 

• income-yielding capadty . 

• 

• 

• 
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DEFINITION 

INTERNATIONAL INDUSTRY PROFILE 

lndustry: ___ F=is=h __ _ 
Segment: Aquaculture 
Product: Tilapia 

A white, mild-fiavored fish. tilapia is grown through aquaculture and marketed as a low-cost, 
high-quality sourv of dietary protein. There are six principal species of tilapia grown 
worldwide; the most ab~ndant is the Nile species (sec Chart 1). Ttlapia is naturally dound 
in east Africa, though it is now raised throughout the world, primarily in tropical climates. 
The fish's rapid breeding (generation time of roughly 4 months) and year-round growth iu 
the tropics make it an excellent source of income for rural communities . 

WORLDWIDE DEMAND 

• demand for tilapia is dependent on total demand for seafood, of whkh tilapia is a 
growing component 

• world per capita seafood consumption is projected to grow to 34 lb.s in the year 2000 
from 27.3 lb in 1991; world population will grow to 6.13 billion from 5.25 during the 
same period 

• seafood supplies will grow from 63.5 to 94.5 million tons, and aquaculture will make 
up 33 % of this increase 

PRODUCTION 

• tilapia production increased at triple-digit levels in the early and mid-1980s; growth 
in 1988-1990 was 7% 

• worldwide production was greater than 800,000 MT in 1990, and increase of over 
85% since 1981 

EXPORTS AND IMPOR.""'""T'""""S ______________ _ 

• most tilapia is consumed in local markets 
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KEYS TO COMPETITIVE SUCCESS 

• technical expertise; qualified personnel 

• key technical areas: water temperature, acidity, salinity; soil quality and chemical 
composition; genetic engineering 

• productive efficiency: disease control; feed/fish conversion rates; generation period 

• consumer acceptance 

BARRIERS TO ENTRY 

• capital for start-up (perceived risk high) 

SUBSTITUTES 

• commercially fished seafood 

• aquaculture products, including: shrimp, salmon, catfish, and trout 
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Data Sheet for International Section of Investor's Promes 

• 

• worktwlde Productlan . · , .: >·:=:'1w ::g=-,,;;::;:rc1w ;;:;·w=,,t_ , :'1HBll ~i';=S.T:.atll :'=< 
(MozambiQue tilapia) 

1. Indonesia 34000 27000 36660 98.06% 
2. Malaysia 2350 2158 201 0.54% 

• 3. Thailand 320 394 400 1.07% 

SPECIES TOT.\L 36753 29657 37386 100.00% 
Percent Change I -19% 26% 

• 
(Nile tilapia) 

1. China 39.000 89.473 106,071 52.53% 

• 26.719 43.1451 49.156 24.34% 
18,810 21,115 21,500 10.65% 

2. Philippines 
3. Thailand 
4. Indonesia 10,750 11,000 13,870 6.87% 

SPECIES TOT AL 102.706 174.550 201.933 100.00% 
Percent Change 70% 16% • 

Worfdwlde Production . ···:c··· . · .. 1988 ..... 
·····.·'·~1989 .;::.> .· .. ::::•.1990 .. ·%.Total<·:· 

(blue tilapia) I 

• 1. Cuba 13,268 15,744 18,663 99.89% 

SPECIES TOTAL 13.282 15.759 18.683 100.00% 
Percent Change 19% 19% 0.00% 

• 

• 

• 
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• ... ortdwide Pmductlon .,~,19118 . :'.~"'.·.;;.-f:/~'<'1lilllil ~~"'.: :.: .. ":'·1Bl ·'S'~ Tatal ... 
(tilapia nei) 

1. Philippines 48327 38530 269861 20.47% 
2. Egypt 31000 31000 24916 18.90% 

• 3. Japan 4760 5283 5825 4.42% 
4. Sri Lanka 5000 5000 5000 3.79" 
5. Israel 4536 4447 4769 3.62% 

SPECIES TOTAL I 157380 145065 131817 100.00% 

• Percent Change -8% -9% 

ALL SPECIES TOTAL 311099 366005 390825 
Percent Cha e 18% 7% 

Source: FAQ Fisheries Circular No. 815, Revision 4, June 1992 . 

• 

• 
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Volume I Austin/Agro Invest 

• 
SECTION I ANALYSIS OF: 

• THE VENEZt:ELAN FORESTRY PlANTATIONS INDt;STRY 

• 

• 

• Documents Attached: 

1) Investor Profile 

• 2) Catalogue of Venezuelan Industry, 1989-91 

3) Explanatory Footnotes 

4) Datasheet for International Industry Profile (tables) 

• 

• 

• 

• 
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INVESrOR PROflLE 

for 

THE VENEZUELAN FORESTRY PLANTATIONS INDUSTRY 

Summary: World demand for prodlh...-ts made from softwoods including pine and 
eucalyptus has grown throuP"ut the 1980's. panicularly in developing oountry markets 
like Latin America. Domestic sales ofVeoezuclan coniferous woods totalled more than SI 
million in 1991. an inacasc of more than 100% for the 1989-91 period. With one of the 
largest exploitable forest rovers in Latin America and a tropical climate ideal for rapid 
growth. Venezuela's high yields and low COS$ make the country's forestry plantations 
industrv an attractive in~~tment area both for local sales and e~ports . 

prepared for 

The National Investment Promotion Council 
CONAPRI 

Caracas. Venezuela 

prepared by 

Agrolnvcst Coosultores, S.A 
Caracas, Venezuela 

J.E. Austin Associates, Inc. 
Arlington, VA. USA 

May, 1993 
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CONAPRI Investor Profile 

The Venezuelan Forestrv Plantation Industry 

I. Product Defmition 

This profile focuses on the production of softw~ primarily pine and eucalyptus, that 
are grown commercially on forestry plantation.sin Venezuela. Worldwide, commercial forestry 
plantation.s primarily grow coniferous ttecS. or •softwoods. .. o In 1992. softwoods accounted for 
about 84% of the value of the world wood trade. A key reason for this is that the most common 
softwoods - pine, eucalyptus, and spruce -- generally grow much faster than hardwoods such as 
maple, ebony. oat, poplar, teak and others. I 

Venezuela's commercial forestry plantations produce pine and eucalyptus trees almost 
exclusively, and these softwoods serve domestic wood pulp producers. paper mills. and other 
wood products manufacturers.2 Key cod-users of these products include the furniture and 
con.struction industries. Softwoods such as eucalyptus arc also used to produce charcoal for 
heating and cooking. 

II. The Market 

11.1. Demand 

lnterna~onaL Though world demand for eucalyptus and pine woods is difficult to 
measure because international trade statistics for softwoods do not commonly disaggregate by 
species. trade statistics from the US, the world's largest exponcr. indicate that demand over the 
last several years has been lackluster. Over the 1991-92 period, the value of all US softwood 
lumber exports showed an increase of only 1 %, while trade in softwood sawn wood and chips 
actually declined by 2%, and volume by 17%. The decline in exports reflects a slump in 
con.struction activity in the major con.sumer countries (primarily Japan). 

The value of US pine lumber exports. however, actually doubled over this same time 
period, making up 11% of US softwood exports in 1992 (compared to 5% the previous years). 
But this was due primarily to an increase in the price for softwood chips (caused by a relative 
scarcity of the product). 

The market for paper and paperboard products, another indicator of growth in softwood 
lumber demand, expanded significantly in the 1980s, buoyed by new usages such as computers 
and facsimile machines. The market has also become increasingly globalizcd, spurred in part by 
more competitive transport prices and expamion of processing capacity. Per capita consumption 
of paper aod board is strongly correlated to national income and industrialization levels, as all 
top per capita cor.sumers arc also the most industrialized nations. The United States is the 
largest consumer of paper and board products, with an appirent per capita consumption of 302.3 
kg in 1991.3 

1 
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Consumption growth in paper and paperboard has tended to concentrate in developing 
countries. Consumption levels in the US dropped by almost 2% over the 1990-91 period. and 
those in Finland and Sweden. two other leading world consumers. dropped 9% and 4% 
respectively. But in Argentina a:id Mexico. consumption increased 34.3% and 8.7%. 
respectively. over the same time period. wr.sumption in Colombia. which recently formed a 
customs union with Venezuela. is expected to grow by 5 percent over the 1992-1995 period. 

Venezuel:a. Venezuelan per capita paper and board consumption in 1990 was estimated 
at 39..t kg:s. well above average for the Latin American regitn-' of 27 kgs. Despite the industrial 
downturn experienced in Venezuela over the same 1989-91 period. paper and board 
consumption grew from 688.00G to 788.000 tons. Most of this growth had to be met by imports. 
as Venezuela does not produce enough coniferous woods commercially to meet its industries' 
needs. Imports of wood were recorded at $8 million in 1991.5 The volume of paper and board 
imports grew from 135,000 to 176,000 tons between 1990 and 1991. 

Sales in Venezuela of locally produced coniferous woods reached USSl.l million. for 
473.000 cubic meters.6 Sales volume grew at an average yearly compounded growth rate of 
79.19% between 1989-91, while the value of sates grew by 10244% over the same time period . 

11.2 Production 

International. The largest commercial softwood wood producers are Canada. the US 
and the Scandinavian countries (Sweden. Norway and Finland). The US also dominates the 
world's trade in softwoods. accounting for over 90% of the world's exports of coniferous log.5 
and chiflS in 1989. 

Venezuel:a. Venezuela has one of the largest exploitable forest covers in Latin America. 
On average. 45% of the country's total forest cover, r- about 18.45 million ha.s. is estimated to 
be commercially exploitable. An additional, 9 million ha.s have been set aside by the 
Government of Venezuela (GOV) for the establishment of coniferous commercial wood 
plantations. As of 1993, only 6% of the 9 million set aside are currently being exploited. Total 
pine production for 1991 was estimated at 33 million stereo cubic meters. There have been no 
sales of locally produced eucalyptus, as these plantations are not yet mature enough to allow 
harvesting. 

Growth rates have in general be~n high. Venezuela's pine plantations, established in late 
1960s by the GOV's National Forestry Company (CONARE pan of the Ministry of Environment 
and Renewable Resources) and the Guyana Development Corporation. have attained gooc! 
growth rates (10 cubic meters per ha. per year). Eucalyptus plantations have also attained very 
high yields (25 cubic meters per ha. per year). Unfonunately, because many of the existing tree 
stands are now over-mature and susceptible to disease and insect infestation, current growth rates 
are lower. 

lndmtry structure. By 1991 there were 15 commercial operations planting pine and 
eucalyptus in Venezuela. The largest of the 15 companies was CVG-Proforca. which actually 
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controls about 60% of the total surface planted commercially with pine in the country. The 
company is 100% state owned, and is not expected to be privati~d in the near future. The next 
largest operation belon~ to CONARE, also a 100% GOV owned company. Both GOV 
operations are dedicated exclusively to pine . 

Private enterprise is expected to become increasingly involved in the management of the 
state-owned operations. CONARE has recently concluded a letter of intent with the US 
company Stone Container and the local pulp and paper mill Venezolana de Pulpa y Pape! in 
which the private parties agree to oversee the management and harvesting of 280,000 has. of 
CONARE's forestry plantations. The project also involves building a chip mill and a shipping 
facility in an industrial :zone in the Orinoco River. CVG-Proforca is considering a similar 
agreement with Louisiana PacifJC. 

The younger eucalyptus plantations are all privately held and managed. All, excepi three 
companies are planting on GOV-owned land. The largest private planting of eucalyptus is by 
the SMURFIT Canon de Venezuela. 

In Pinc. the largest plantations belong to Corporacioa Forestal Guayamure-- A mixed 
Venture in which the GOV owns 24% and Venezuelan investors the rest. Corporaci6n Forestal 
Imatca, the second largest pine plantations, is 100% private. 

Though GOV-owced companies control most of the planted area. the private sector 
accounts for most of the sales of commercial fiber and lumber. Of the total of 473,000 stereo 
cubic meters of wood sold by local finns in 1991. Guayamure accounted for 55% of sales. CVG
Proforca accounted for 38% and CONARE for 7%. Two companies, Smurfit Cart6n de 
Venezuela and Papeles Venczolanos. have foreign panicipation, though foreigners have 
controlling interests in just one of these (Smurfit). Smurfit Canon de Venezuela is controlled the 
Irish multinational Smurfit Group . 

Integration. The industry in Venezuela is characterized by high levels of forward 
venical integration, towards control of pulp production operations and in some cases paper and 
board mills as well. By 1993, most of the companies planting also own pulp and paper mills. 
The exceptions are the two 100% GOV-owned companies (CVG-Proforca and CONARE) and 
one other private .:ompaoy specializing exclusively on production. The usual development 
pattern of the industry in Venezuela is for pulp and/or paper producers to venture into planting in 
an effon to improve the availability and quality of raw materials. as well as the costs involved in 
transporting wood. The remaining companies sell directly to pulp and paper mills locally. 

The country continues to depend on recycled paper and board-mostly from local 
recovery programs--and imported pulp to meet its papermaking fiber requirements . 

The dynamism of the industry is reflected in the investments announced by the industry 
for the next decade. ASOPLANT, the industry lobby group, reported a total of $22.85 million 
invested by local companies for 1991, excluding actual investments made by CVG-Proforca 
which did not supply any data on its investment activities. The dynamic nature of the sector is 
also reflected in the relatively large number of entrants coming into the Venezuelan market 

3 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

every year. Over the 1989-91 period 2 companies established new planting operations in 
Venezuela. 7 

Many companies are investing in expanding the area planted. The Venezuelan 
Asociation of Tree Planters (ASOPLA1'IT). reponed in 1991 that its membtrs are planning to 
plant 353.000 has. over the next 10 years. Moreover. on average, local companies are dedicating 
3% of their total capital invested to research and development of new forestry management and 
harvesting technologies . 

Prices. Prices for wood vary by species. yield and degree of processing. The FAO 
repons that a standard roll of coniferous sawn wood (spruce-pine-fir) sold for an average of 
$187 per cubic meter in 1990 and 1991 (FOB eastern US mill). The price had climbed to S:30 
by May 1992. In Venezuela prices for pine logs ranged between $2.40 and S3.50 per stereo 
cubic meter in 1991. Sawn wood pine imponcd from Chile in 1991 was sold at an average price 
of $157 per cubic meter. 

III. Competitive Conditions 

Climate. Venezuelan plantations can obtain yields as high as 15 stereo cubic meters per 
ha. per year for eucalyptus and other faster growing varieties. The country's temperate climate 
and abundant sunlight allows pine and eucalyptus varieties to mature more rapidly than in colder 
growing zones. Presently, high yields and fast maturing time for Eucaliptus allow for a cuwng 
time of just 7 years . This compares favorably with yields and maturing time in Chile and 
Brazil. Pine, which matures in 12 years, yields 8-10 cubic meters per ha. per year. 

Inputs. Planting costs remain very competitive relative to -:osts in the US and the 
Scandinavian countries. They are also competitive relative to other growers in the region. In the 
Venezuelan savannas, where less land preparation is needed, the planting costs for pine range 
between $250-300 per ha. for the first year for pine. First year planting costs for eucalyptus 
range from $350-400 per ha. 

\ enezuela offers investors in forest plantations access to relatively cheap labor resources. 
On the other hand, Venezuela currently suffers from a lack of trained forest engineers. Only one 
of the country's many universities and centers of higher learning, has a program to train forest 
engineers. As a result, forestry companies have had to invest heavily in training and remain 
dependent on foreign technicians. 

Another key component in the cost structure are seeds, a large proponion of which must 
be imponed, though local plantation owners repon that the availability and quality of locally 
produced seed is improving.8 All fenilizer needs are presently being met through local 
production. Fenilizer prices have been heavily subsidized by the GOV, though these subsidies 
are expected to be terminated, as pan of the GOV's economic reform program, by the end of 
1993. 

Land rental costs are also fairly low, as the GOV has been trying to encourage 
commercial planting activity in its lands in order to reduce the amount of hard currency used to 
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impon wood and paper products (sec also below). 

IV. Legal and Regulatory Environment 

Land Tenure. Although the GOV does provide long-term leases to land. land 
ownership and government policy continue to make it difficult to enter this market. panicularly 
for a foreigner. Most of the 9 million has. available for commercial coniferous wood planting 
and exploitation belongs to the Instituto Agrario Nacional (IAN). the GOV land reform agency. 
Under current agrarian reform legislation. large plots of land are subject to expropriation for 
redistribution under the agrarian reform program. It is worth noting that at no time in the last 
two decades has the GOV enforced this law. 

Beca~ in effect few of those enjoying usufruct to the land have title. land cannot be 
used ilS collateral. This makes access to financing large scale forestry activities taking place on 
government land extremely difficult. 

Special Incentives. ASOPLANT. the industry representative, is currently lobbying 
GOV for the creation of special tax incentives to stimulate plantation investment. including a 
combination of tax rebates and holidays. Currently forestry, like other agricultural activities 
targeted by GOV for special treatment. is exempt from income tax. The tax holiday begins from 
the time planting starts. The tax holiday is of indefinite duration. lasting as long as the law is in 
effect. 

Forest plantations also enjoy preferential access to financing, at subsidized rates . 
Financing, for those who can get loan approval, is currently available at 6 points below the 
commercial rate on average. and is expected to be available 15% le~ than the commercial 
lending rate in near future. 

Environmental regulations and other permiu. The GOV recently passed one of the 
most stringent environmental laws in the history of the country--the Ley Penal del Ambiente. 
This law has proved very positive for commercial forestry plantations. as it levies extremely 
onerous fines and jail sentences on those who bum and slash. In effect this law has made 
squatting on plantation land much less attractive, and helped lessened the land invasion problem 
that has in the past hindered commercial plantings . 

The GOV has recently streamlined procedures for establishing plantations. While all 
investors must present a technical feasibility study of the project to the GOV Ministry of the 
Enviomment and Renewable Natural Resources (MARNR), approval is relatively quick and 
routine . 

Protection from imports. Venezuelan wood producers are currently protected b} a total 
ban on all wood imports from plantations. The GOV only permits the imponation of wood 
derivatives such as wood pulp, and even these are currently protected by a 15% tariff on 
imports.9 
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V. Endnotes 

0 Coniferous refers to all woods derived from trees classified botanically as Gymnospermae: 
e.g .• fir, parana pine, deodar, gingko, larch. sprice, pine, chir. krail, etc . 
lforeign Agricultural Service, United States Department of Agriculture. WooJ Products: 
/niernational Trade and Foreign Markets. December 1992. 
2 United States Department of Commerce. International Trade Administration. Office of Forest 
Products. "Developing Paper Products Markets in Mexico and the Caribbean." ~ovember 1987. 
3 Additional information on the paper and board market can be found in CO'.'APRI's Paper and 
Paper Board lrwestment Profile, April 1993. 
4ppf 7/92 and 7/91. 
5 The importation of IC\gs is prohibited in Venezuela. Paper and pulp mills import wood pulp. 

chips. or wastepaper from foreign suppliers. 
6 As indicated in the Cauilogo found in Annex A, production that year was valued $173 million . 
The difference between sales and production indicates that most of the commercial plantations 
are still too young to be harvested and sold. 
7 See the Catalogue, appended to this document. 
8Responses to a survey of agroindustry undertaken by Agroinvest and J.E. Austin Associates for 
CONAPRI, December 1992-January 1993 . 
9 This tariff is expected to be reduced to 10-5% by the end of 1993, however . 
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CATALOGlJE 

• 
lantations 

• 
1. Comnetitive Adnac.-

I 

A. Variables 1'i Growtla 

• 1'91 19-91 Source Footnote 

Invcstmenrs (cumulative, }989-'il} 

local (USS) 22.849.869 >0 2.3. 6 5 

foreign (US S) NIA NIA 
Total (USS) NIA NIA 

Number of Partici~nts 15 1 1 • 
New ComR§nie!> (1989-91) 2 7.42% 1 1 

Logl Sales 

Volume (m3 St.) 473.000 79.19% 2.3. 10 3 

• Value (SUS) 1.182.500 102.44% 2. 3. 10 3 

Production 

Volume {m3 St.) 33.000.000 47.20% 9, 10 4 

Value (SUS) 173 .531.990 35.27% 9. 10 4 

~ • Volume (m3 St.) NIA NIA 
Value {SUS) 8.035.458 50,45% 2 2 

~ 
Volume (units) 0 - 1. 2. 3 

Value (SUS) 0 - 1. 2. 3 

Cipacitv • 
Installed Has. 893.5 >0 6 7 

Utilized(%) 65.70% >0 6 7 

Invt~tmenl in B & Q 

• Percent of~, ..,tal Investment 1,50% >0 1 6 

lov~11m~n1 in Di~tril?. !dllnn~I~ 
Percent of Total Investment NIA 

NIA: Not Available 

• 

• 



• • • • • • • • • • • 

I. C'unm~tlUve Ad•antal!ft 

II. Kc•.at~ Variables 

No.or V1llue 

uts Suonllus V11lue 1991 "' 1..oc: 11 I "lmptd Source Footnote 

Raw Material various N/A 20% 80% 3 9 

Herbcides various N/A 100% 1 9 
Fertilizers various N/A bi2b inmorted value 1 9 
Labor N/A N/A 1110% I I 9 

Related Industries Source Footnote 

A) A2ricultural Machineries. 

B 

C) 

n 

Hurriers of Entry Scale• Source Footnote 

A} E..:oimmics of St .. le I 2 1,234 10 10 
· Product Differentiation I () 1,2,3,4,10 to 

3 1,234,10 to 

. ' 1 11••"-Utt'.Y Ill """'"'~o0>11•Jl '-"•1•it1I I 3 1,2,3,4,10 10 
--· I 

0 1.2 3,4,IO 10 

_, , u1111t:u1iY 111 l'\u:c~•nll ...auur I 2 1,2,3 4 10 to 
G'I Other (.mccifv): Land Tcnancv and GOV Polidcs I 3 1.2.3.4.IO to 

I ~n·ls of lntegrutlon Scule• Source •'ootnole I 
I lorilonh1I I I I 4 I 11 

Vl·rtkal I 3 I 4 I 11 

•snilc: Nonc=CI, Low= I, Mcdium=2, lligh=3 



• • • 

I. COlllodlUve Advant 

C. Qu .italllve Variables 

Slnil·turc of Sl1are Ownephip (1991) 

F11nily 

F1.:w SharcholJl ·~ 

S1od1. Markel 

Foreign Ownership 

Others: Owned bv the Slate 

Qwm:rship of Qistribution Channels 

Owned by Product.r 

Owned hv Independent Entities 

Z. Como1u-11Uve Advant11L~S 

V111·l11hles 

Costs ur Pmdul·tion in SUS/Has. 

• • • 

N11llonaal t;1·uwth• lnl'I. 

1>11ta 1989-91 U11t11 

300-350 I >0 I N/A 
2.S-3.11 I t.'i0% I NIA 

25 I NIA I NIA 
l'rin·s in SlJSlm3 St. Pmdudivi1v·~o-=-r ~Y;;i~c~kl;--(-;,-n:3-:S:::-t/:l::fa-s-:· ------.+--~~~--t·--;.L_..;.;_.:.;:;__~-

•Annual compounded growth ralc, in percent. 

• • • • • 

Yes No Source Fool note 

x 1,2,3 12 

x I 2 3 12 

x 1,2 3 12 

x I 2 3 12 

x 1,2.3 12 

Yes No Source t'oolnole 

x 3 13 

x 2 13 

t;rowth• 

191&9-91 Source t'ootnole 

N/A 2.6.1.10 I 14 

NIA 26711) I 15 

NIA IO 
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• J. Social Criteria 

Variables Tendency# 

1919-91 Source Footnote 

Value Added: I 2 I 8 I 
The olantations have a comidcrable Value Added. A seed is olanttd and after a while there 

• is a tree which is equal to Wood 

F_mnlovment: I 1 I 2 I 8 

Grut contribution in rural zones with disfavorablc economic conditions. where tbc 2CDCratiniz of 

• employment is ~tcr. Emplovment rrimarilv dencnds of the cases of seasonal factors 

Productivitv: I 3 I 6 I 
Depends on the tVJ>C of plantation. Eucalvptus bas the izrcatcst iz:rowtb ratt. Its avera2C vield 

is 25 cubic meters ocr hectare per vear. It bas excellent erowtb rates. even compared with !be international 

• levels. Research mechanisms which allow further izenetic advances still needs to developed . I 
Per-Caoita Consumotion: I NIA I I 
Not aoolicable 

• 
#Tendency: High Growtb=l, Med. Growtb=2, Stable=3. Med. Contraction=4, H.igh Contraction=5 

• 
4. Ava; ·blc Information --- - -· - .. ... -
(1) TRAFORCA Survev 

• (2) CONARE Survev 

(3) GUYAMUR&IMATACASurvev 

(4) ASOPLANT Call Reoort 

(5) NUMERO Maizazine, Julv 1991: •A Sleeoimz Giant" 

(6) ASOPLANT. Various Alticla and Suoolied information 

• (7) APROPACA: 1991 Reoort.. aod Special Reoort 1992 

(8) CICEPLA: Fora and Confcn:occs, CICEPLA '92 

{9) Statistical Yearbook of Venezuela 1991. OCEI 1992 
110) Interview witb Jacobo Gchlmao. PrcsiJcnt ofTRAFORCA 

• -

• 
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Catalogue 

Seg-nent:Forestry Sector 
Product:Forestry Plantations 

No. Source 

1 (1) 

2 (2) 

3 (2, 3) 

4 (9) 

Footnotes 

Observation 

In the sector of plantations with industrial end-uses like pine (long 
fiber) aud eucalyptus (short fiber), in 1989 there were a total of 13 
firms, which increased to 15 in 1991. These are: La Compafila 
Nacional de Reforestacion ·coNARE•; Transformadora Foresta! 
TRAFOR, C.A.; CVG-PROFORCA; Grupo Foresta! Soledad 
"ASAGROTE•; -TREMCO FORESTAL del Grupo CORIMON; 
SMURFIT Cart6n de Venezuela, C.A.; Venezolana de Pulpa y 
Papel "VENEPAL"; Explotaciones Forestalesy Agricolas "EFASA"; 
AGROFORESTAL GUARGUAPO; Desarrollos Forestales San 
Carlos "DEFORSA ", AGROPECUARIA LA BOMBON.::RA; 
CONTACA C.A.; Corporaci6n Foresta! GUAYAMURE; Grupo 
Foresta! IMATACA; and La Asociaci6n de Agrotecnicos La 
Tentaci6n. The largest firm of the sector is CVG-Proforca, which is 
100% O":'IIled by the state. This was the company which pioneered 
plantations in Venezuela with its plantations of Caribbean pine in 
Uverito during the 1960s. The state owns other companies in their 
totality, such as Conare, and maintains participation in others. 
Additionally, the private companies which have planted in our 
country have close relations with the national paper industry . 

Since 1989 Venezuela has significantly increased its wood imports; 
according to Conare, they role in 1991 to more than US$8,000,000. 
In Venezuela importing wood in logs is prohibited. Current 
imports refer to sawed wood and wood pulp . 

Domestic sales have shown positive trends, totaling for 1991 
473,000 stereo cubic meters, divided approximately in the 
following way: 260,000 St. M3 sold by Guayamure and Imataca; 
180,000 St. M3 sold by Proforca (Proforca's total sales figures were 
not available); and 33,000 sold by Conare. 

There are also firms such as Smurfit, which own plantations 
exclusively for their own use . 

According to data published by the Central Office of Statistics and 
Information (OCEI), the production of caribbean pine in cubic 
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5 (1,3) 

6 (1) 

7 (6) 

8 (1,2, 
3,4) 

9 (1,3) 

10 (1,2, 
(3,4) 

meters surpassed 33 million M3. These figures don't necessarily 
represent the cubic meters actually extracted and utilized; they 
represent the production potential for 1991. 

The data concerning investment presented refers to investment 
carried out by the members belonging to the Venezuelan 
Association of Tree Planters (ASOPLANT} for 1991, including 
Traforca and Guayamure. The cumulative data as well as the 
actual investments by CVG-Proforca have not been ascertained . 

In this sector, the introduction and adaptation of new technologies 
is fundamental, and both have maintained a good rhythm h 
current years. The firm Traforca designated 1.5% of its invested 
capital in 1991 directly to R&D. Acording to ASOPLANT, the 
average of expenditures designated to R&D has risen in the last 
couple of years, and could be near an average of 3't for the sector. 

In the next 10 years, the members of ASOPLANT project the 
development of tree plantations reaching nearly 350,000 hectares . 
The number of hectares actually planted for this year were 
132,000. Additionally, the potential of hectares which belong to the 
plantations of Uverito reaches 540,000; those planted for 1991 
reached a total of 455,000. On the average, the utilization, or 
planted hectares, is near 66% . 

The majority of the planting companies primarily contract their 
direct jobs on a part-time, rather than full time, basis. Among 
others, some of the reasons for this is that the jobs vary according 
to the season of the year and according to the stage of the 
plantat~on. 

The raw material, such as seed, for the plantations is primarily 
imported. Herbicides and fertilizers are obtained in the country 
but their contents are generally imported. One forestry group 
obtains 20% of its raw materials locally, 10% from South America, 
20% from Central America and the Caribbean, and the rest from 
North America . 

In the forestry sector, problems with land tenancy and the lack of 
coherence and incentives from the government are considered 
principal factor inhibiting investments. Additionally, the high 
totals of investment demanded by the plantations form an 
enormous barrier to entry. Other barriers of lesser relative 
importance are the Economies of Scale and the problems with 
obtaining qualified labor at the managerial level. 
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• 12 (1,2,3) 
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13 (2,3) 
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• 14 (2,6,7) 

• 15 (2,6,7) 
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The tendency of this sector is toward vertical integration. From 
this point on, we'll speak of vertical integration from the point of 
view of the planter; later on, the wood will be used for industrial 
ends or to obtain pulp, activities which form part of the areas of 
activity of the primary planting firms. Integration is most easily 
described from the point of view of the paper industry . 

The stockholder structure of the firms of this sector, more 
specifically of those surveyed, varies greatly. There are firms 
which are 100% state owned, as are Conare and CVG Proforca; 
there are firms in which the state and a few stockholders share 
participation, such as the Forestry Group Guayamure-Imataca; 
there are those which are 100% privately owned with diverse 
stockholders, such as Traforca and Agropecuaria la Bombonera; 
and there are also private firms with foreign participation, like 
Smurfit Cart6n de Venezuela; and occasionally, some firms have 
used the mechanisms of the stock market . 

Some firms of this sector own their own distribution channels 
while the majority carry out their distribution through third 
parties. The distribution of wood products is quite difficult and 
very costly. The optimum solution would be that the plants for 
obtaining wood pulp, whose construction as been planned for a 
while now, be placed as closely as possible to the very plantations 
in order to diminish costs and the time needed in processing the 
raw material into pulp . 

Planting costs can vary greatly depending on the type of plantation 
and the specie planted. To simplify matters, an average cost per 
hectare of US$ 350 was calculated. Planting Ei:calyptus is more 
expensive than planting Caribbean Pine . 

As with costs, prices vary depending on the species and the 
obtained yields. The prices per M3 of wood vary from l TS$2.4 to 
US$ 3.5, yielding an average of US$2.5/M3. 
The yields obtained from the tree farms are near 
25 M3 St/hectare/year . 
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Data Sheet for International Section of Investor's Profile 

~ Slftwood Forest Plataliau 
Septet: .. a EuWypam 
Praclact: Sawawood or raudweod , lop ud dips 

Wartclwlck~dictioa .. ' ... :>::::::.·' . ··:·:::''. ·-·,·t':°'''·.: >''· 
(All coniferous wood) 
('000 CUM- cubic JDCleJ'S) 

lUSA 
2USSR 
3 Canada 
-' China (PRC) 
SS~ 
6 Brazil 
i Finland 
8 Janan 
9 Germanv (FR) 

10 France 
11 Poland 

Worldwidt Aouarcnt Couumntioa ·:, :· 

(All coniferous woodl 
(Imp+ Prod.-Exo: '000 CUMl 
Major Consumers 

1 USA 
2USSR 
3 Canada 
-' China (PRCl 
5 Jaoan 
6 Sweden 
7 Finland 
8Gmnanv 
9 France 
10 Poland 

iWorlchride 1.mwts rJf Conifrrou1 Lus. Cbil>S t >: :, > .·· ·: .. 
('000 CUM) 
Maior Exnoners 

1 us 
2 Canada 
3 Germanv 
-'USSR 
5 Chile 

·1'19··--": 

223.800 
140 • .500 
116.869 
30.402 
22.-473 
21.:?99 
18.300 
17.175 
16.000 
12.i30 
8.736 

1989 

203.325 
183.099 
117.-'69 
37.906 
3-'.603 
22.992 
18.317 
15.863 
12.450 
8.818 

. .1'89 

20.65.i 
2.200 
1.065 
7.401 

922 
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1'19 

17.-428 
3.198 
2.800 
l.233 

s Gcrmanv (FR) 928 

........ 
"tat. -- ~ ·· of·· ::;_::::=::::: ;:.•.·· · :} . 7.1'19 .. 

Major Import Markets 
I ltalv 0.2138286 
2 Jaoan O.l.JI69ll 
3 Cln3da 0.1067928 
.i Korea O.Oi.J7318 
S Gcnnanv 0.011676 

Wodd Mart.et P.ricn. <USS/cubic meter) 1990 
Coniferous Sa\\11wood lsoruce. pine. fir: std. roll FOB mill) 187 
Sa\\11wood Dine (Chile) 157 

DEFINITIONS: 
Sa\\11wood includes all unplaned. planed. grooved. or tongued. sawetf 
lengtlmise to produces a profile chipping. 

1991 
187 
1"~ _, 

Sa\\nwood figures include chips (wood deliberately reduced to small pieces from wood 
in the rought or industrial resuidues, suitable for pulping. particle board. fibrcwood 
production and firewood. 

All data from F AO except as indi:ated. 

•Data from •wooa Products: International Trade and Foreign Markets.• 
FAS. USDA. WP 6-92. December 1992 . 

••May, 1993 price . 

199.2 
230 .. 
!'iA 
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INVESl'OR PROFILE 

for 

THE VENEZUELAN PAPER AND PAPERBOARD INDUSTRY 

Summary: 'The 198<k were a period of growth in the market for paper products, buoyed 
by new usages such as computeis and facsimile ma(.".hioes. Prospects for continued growth 
in the 1990s are highest in Latin America and Southeast Asia. Venezuela's growing wood 
and pulp producing industry, its low energy costs and trained labor force provide local 
producers with an edge over other competitors serving the region. The Venezuelan 
industry, currently operating at well over 80%, has been investing heavily in upgrading 
and expanding plant capacity. Opportunities for continued growth for domestic 
consumption and exoons appear to be excellent. 

prepared for 

The National Council for Investment Promotion 
CON APR I 

prepared by 

Agrolnvest Consultores, S.A 
Caracas, Venezuela 

J.E. Austin Associates, Inc. 
Arlington, VA, USA . 

May, 1993 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

CONAPRI Investor profile 

The V enmelan Paoer and Paperbognl Jpdustrv 

I. Product Definition 

This profile focuses on the primarv paper and paperboard manufacturing industry in 
Vcnezuela.O Worldwide, paper products from this industry fall into 4 major categories: printing 
and writing paper, newsprint, tissue, and packaging paper. Newsprint accounted for 13% of the 
world's total output of paper and board products in 1991, printing and writing paper accounted 
for 26% and packaging paper and board made up 38%. Venezuelan producers manufacture 
paper and paperboard for each of these product categories except newsprint. 

II. The Market 

11.1 Demand 

International. World demand for paper and paperboard products expanded significantly 
in the 1980s, buoyed by new usages such as computers and facsimile machines. 
Worldwide, demand for paper and paperboard is lead by higher income, industrialized countries 
of North America and Western Europe, where per-capita consumption is almost 10 times higher 
than in middle-income Latin America (27.5 kg.in 1991 ), and over 50 times higher than in low
income African countries (5.2 kg). The world's largest paper consumer is the United States, with 
a total apparent per capita consumption of paper and board of 302 kg in 1991.1 

Growth in international demand over the 1989-91 period has been strongest in Southeast 
Asia and Latin America. US consumption levels dropped by almost 2%: levels in Finland and 
Sweden dropped 9% and 4%, respectively. But apparent consumption for paper and paperboard 
in L\tin America grew by almost 7% between 1989 and 1990 (11.2 to 12.1 million tons). 
Consumption increased 34.3% in Argentina and 8. 7% in Mexico over the same time period. 
Consumption in Colombia, a close trading partner for Venezuela, is expected 10 grow by 5% the 
1992-1995 period . 

Industry observers expect the fastest growtn over the next decade will continue to be 
concentrated in Southeast Asia and Latin America.2 World consumption of primary paper and 
board is expected to reach 290 million metric tons (MT) by 1997, from 240,811 in 1991, an 
increase of 20%. Prices for raw materials used in paper production, such as pulp and secondary 
fiber, are forecasted to remain below their 1990 levels, and are therefore expected to contribute 
to lower production costs, lower prices, and higher demand for primary paper and board 
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products over the next decade. 

World prices for paper have fluctuated, reflecting in part large price swings for raw 
materials (mainly pulp) over the 1989-91 period. Wrapping paper. accounting for ..tl% of 
Venezuela's production, have fluctuated significantly in the 1989-91 period. Linerboard was 
$400 per ton in 1988 and $325 in mid 1991 and $360 in mid-1992.3 

Venezuela. Venezuelan per capita paper and board consumption in 1990 was estimated 
at 39.4 kgs. well above average for the Latio American region. By volume. apparent 
consumption for paper and board grew by 11.71% from 1990-91 (from 688.000 to 788,000 
tons). Apparent comumption e,'Towth was fairly even across most paper types. with tissue being 
the only product group to record a decline (of 8%) over this time period.4 

Total sales in Venezuela for locally produced paper and paper board grew by over 
10.39% (volume), and 15.65% (value) for the 1989-91 period. On average. the local industry 
met about 82% of the country's total paper and board needs in 1991. The remaining 18% of 
local consumption was met by imports, primarily from the US and Chile. In 1991, the bulk of 
these imports. or 68%, was for newsprint. which is not produced in Venezuela . 

11.2 Production 

International. International paper and paperboard production has become increasingly 
globalized. with the world's largest manufacturers taking advantage of more competitive 
transport prices and expanding processing capacity in lower-cost regions. These trends have 
expanded growth opportunities for operators located outside the five dominant producer 
countries (United States, Canada, Sweden, ~orway and Finland). In addition. environmental 
concerns have dampened growth prospects of primary paper and board producers. particularly in 
industrialized countries. and may further shift production toward developing nations. The 
growing urban solid waste problem in industrialized countries has led to pressure for increasing 
secondary fiber use, reducing demand and prices, and presenting a long-term threat to primary 
paper producers sales and earnings. 

Venezueia. In 1991, of the 651,000 tons of paper and board produced locally, 20% was 
writing paper, 22% was tissue, 41 % was Kraftliner and other wrapping paper. and 17% was 
board. Venezuela has the founh largest installed capacity for paper and board production in 
Latin America, with 13 paper and board mills and an installed capacity in 199:? of 838,700.5 

Venezuelan paper and board producers are currently operating at 80% of their capacity.6 
The four largest local producers, Compafiia An6nima Venezolana de Pulpa y Pape! 
(\'ENEPAL), Manufacturas de Pape! C.A. (MANPA), Smurfit-MORCARPEL, and Papeles 
Venezolanos C.A. (PAVECA), account for 80% of the installed capacity. Chart 1 shows 
installed capacity, by company, for Venezuela's 6 largest paper producers, in 1991. 

Traditionally, the larger producers have preferred to specialize in different products and 
market niches rather than compete with each other directly in different product categories . 
MANPA and VENEP AL account for 100% of the installed production capzcity for printing anJ 
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wntang paper. Papeles Venezolanos and Fabrica de Pape! Maracay have traditionally dominated 
ti~ue paper production, accounting for 83% of t~l!e producing capacity in the country. Three 
paper manufacturers, VENEPAL, MOCARPEL, and Cartones Nacionales, have about 75% of 
the market for packaging material. The most diversified producer is VENEP AL with 
production capacity in all major paper and board categories except tissue and liner paper. 

Most of the 13 companies are 100% Venezuelan owned. Two companies, VENEPAL 
and Smurfit, have foreign ownership, though foreign owners have controlling shares in just one. 
Some of the companies are members of larger local conglomerates. For example, MANPA and 
Maracay belong to one of the largest industrial groups in Venezuela, the Grupo Delfino. One 
company, VENEPAL, is quoted in ttie Caracas Stock Exchange. 

While 94% of the paper and board production in Venezuela is destined for local 
comumption., there has been some modest export activity. T~ue paper comprised the bulk of 
Venezuelan paper and board exports over the 1989-91 period (about two thirds). The main 
markets for Venezuelan exports in the 1989-91 period were the US, UK and Trinid:ld & Tobago. 

Cru.nges in the Industry. The degree of concentration in each product group is 
starting to decrease as companies are now faced with cheaper imports from abroad and new 
entrants. Venezuelan industry leaders, anticipating changes in the competitive environment as 
the Venezuela economy becomes increasingly open, are upgrading their operations. Strategic 
alliances between local and foreign manufacturers are also becoming more common. 

The 1991-92 period was particularly dynamic. For example, Fabrica de Pape! Maracay 
reported investments totalling $12 million for the acquisition of new equipment and technology 
in primary pulp production and conve1sion into paper products. In i 991 MANPA made 
investments totalling more than $15 million to optimize production and conversio11 facilities, and 
to develop new products, information systems and branch operations. Papeles Venezolanos 
invested $1.5 million in 1991 upgrading machinery and equipment, and announced plans to 
invest an additional $4 million in 1992. The VENEP AL group invested over $65 million in 
several major projects, including building a new corrugated box plant with a capacity of 25,000 
tons/year, and increased the capacity of its recycled fiber plant fron. 250 to 450 tons/day. 7 

Ill. Competitive Conditions 

Costs or production. Relatively low cost pulp prices and access to wood and non wood 
fiber resources, coupled with access to inexpensive energy and labor, provide the investor with 
an attractive locale for operations. Results of a recent industry survey illustrate this: labor costs 
in Venezuela as a percentage of total production costs tend to fluctuate between 2-6%; energy 
costs account for le~ than 20% of the total, while raw materials account for 62% to 74%.8 Thus 
in total, labor and energy costs make up about a quarter of the total production costs, compared 
roughly to 70% of delivered production costs for an average North American mitt.9 

Inputs and integration. Assured access to low-cost, good-quality raw materials helps 
insulate operations ftom wide price swings in the pulp and wood market. Backward integration 
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into pulp and timber production is therefore becoming an increasingly common phenomenon 
worldwide and in Venc:n'Cla. Four of the larges: local companies, Smurfit Canon de Venezuela. 
Compaiiia An6nima Venezolana de Pulpa y Papel, Papeles Venezolanos, and Fabrica de Papel 
Maracay are integrated backward into pulp production. A fifth company, MA.'lPA does not own 
pulp production facilities directly, but it does hold shares in Fabrica de Papel Maracay. 
PA VECA and the Smurfit group are also currently managing their own softwood plantations in
country. 

Recent investment in commercial plantations, focusing on fast-growing eucalyptus and 
pine, promise to improve access to quality fibers for all local producers. Local paper and pulp 
producers also have abundant supplies of bagassc and other non wood fiber products. Local 
private sector investment activity in establishing, expanding and upgrading saw mills and pulp 
plants has been in high gear since 1990, as wen.10 Acas to high quality locally produced 
virgin fiber should also be improving, as investment for upgrading pulp manufacturing facilities 
is on the rise. For example, Fabrica de Papel Maracay and MANPA, two of Venezuela's 4 pulp 
mills, have invested almost $10 million upgrading their pulp production operationsl 1. 

Distribution channels. All major paper and board producers in Venezuela control their 
distnbution channels dire~tly through a net of subsidiary enterprises. For example, MA'-"PA 
distributes through five subsidiary companies, and transpon the products via Transpones AJpes. 
another group subsidiary. Some companies also control consumer retail outlets. For example, 
ABCD Le Caniere, a small company specializing in an paper, has its own retail store. On a 
larger scale, VENEP AL has a network of retail paper stores . 

In 1991, Venezuela's total pulp production was estimated at 87,806 tons. Though it has 
the 7th largest in the Latin America region, Venezuela continues to be dependent on pulp 
imports. Imports of pulp continue to outstrip local prnduction by about ~ to 1. In 1991. 
Venezuela imponed 168,595 MT of pulp and 198,251 MT of recyclable fibers. 

Local prices for pulp are influenced by world prices. which in tum are affected by 
exchange rate fluctuations in the currencies of the largest producers (US. Canada, Sweden. 
Norway and Finland). World and therefore local prices have experienced wide fluctuations 
since 1990. In the first quaner of 1992 world prices for market pulp were about $600/mt for 
Bleached Softwood Kraft and $550/mt for southern pine, down from about S800/mt 18 months 
earlier.12 

IV. The Legal and Regulatory Environment 

Pulp and paper imports arc currently ltvied a 20% tariff. But under the Andean Pact and 
other free trade agreements, lower tariffs apply to imports from member countries. Currently, 
pulp imported from member countries faces a 10% tariff, paper a 15% tariff and finished paper 
products (e.g writing paper blocks, pads) a 20% tariff. Ncvcnhelcss, under current legislation. if 
local pulp production is determined to be insufficient to meet local needs (as is currently the 
case), the tariff rate levied on pulp is reduced to 5% . 
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Venezuela has one of the more stringent environmen:al laws in the region, and investors 
contemplating establishing or expanding paper and pulp production in the country must submit a 
technical feasibility study of all planned activities to the Ministry of the Environment and 
Renewable Natural Resources (MARNR). An economic feasibility study must also be 
submitted. Plant construction requires :ivil works permits. Local industry experts estimate that. 
from preparation of the feasibility studies to securing the last operating permit. it takes anywhere 
from three to four years to bring a paper mill on line. 

There are no special rtscal incentives that benefit the paper and board industry. Forestry 
plantatiom, considered an agricultural activity do enjoy exemption from income tax and access 
to preferential financing and interest rates.13 

V. Endnotes 

0 The paper and board industry consists of two types of firms: primary paper and board 
producers, and converters. The primary paper and board manufacturing sector. which includes 
paper a!ld board mills, obtains wood fibers from company-owned or managed timberlands, or 
purchases virgin and recycled fibers. It is highly capital intensive. The convening sector 
includes firms that are either integrated with the primary producers or firms that purchase paper 
and paper board from the primary sector and transform them into a wide range of finished 
products (from cardboard boxes to toilet paper). This section focuses on the primary producer 
sector only. 
1 Pulp and Paper International. "Annual review: All the World's Output and Trade," July 1991. 
~eferred hitheno as PPI 7/91] 

See Pulp and Paper International. 7/91, ibid. 
3 Pulp and Paper International. op cit. 
4 PPI, 7 /92 and 7 /91. 
S PPI Annual review, 7-92 
6 Survey of agribusiness carried out by Agroinvest and .J.E. Austin Associates for CONAPRI. 
December 1992 to January 1993. 
7 PPI, Annual review, 7-92. 
8 See the "Catalogue" appended to this document. 
9 Figures taken from a project paper on the potential for the Venezuelan newsprint 
manufacturing sector, produced by OPIC . 
10 See CONAPRJ Industry Profile on Forestry Plantations. 
11 One is a soda mill, another is a non-wood pulp producer, and two are chemi
thermomechanical facilities. See PPI, QR cit., 7 /92. 
12 US Industrial Outlook 1993-~Paper and Allied Products. 1993. 
13 See CONAPRI Forestry Plantations Profile . 
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ladmtry: Wood Iadusuv 
Sepaelll: Oemic:al Wood Iadusuy 
Pradad: Piper and Cardboard 

I.Com ... . _Adnataws 

A. Vuiables 

lnvc:s~glS (caJ!!!lative, 1989-91} 

local (USS) 

fo~ign (US S) 

Total (USS) 

~umber of Patticil!J nts 

~ew Commn.ics (1989-91) 

Local ~Its 
Volume (Ml) 

Value (SUS) 

froductiCI! 

Volume (Ml) 

Valve (SUS) 

Im1!Qm 
Volume (MI) 

Value (SUS) 

~ 
Volume (Ml) 

Valve (SUS) 

~1!1£ilI 
lmcalled (MI) 

Utiliud (9') 

lova11mn1 in B i 12 
Pcn:ent of Total Iavcsrmcat 

lavatmcnl i11:2i1lt1~. ~1111,11 
Percent of Total Investment 

NIA:. Not Available 

CATALOGUE 

................. ... a -.,...._......- -c· ~- -~~./-··-~ .. -· _.,.. __ ,_~ . -- -~ ... .,: ,;:.."*' .<=-...,......-...~ . - • 

.. Growda .,,1 ... , . 5-rtt Foolllote 

NIA NIA 
NIA NIA 

566.233.507 8.78% 1. 10. 11 1 

13 1 

1 4.M% l 2 

612.014 10.93% 1 

542.856.418 15.65% 1. 8. 9 

651.770 11.42% 1 3 

578.119.990 16.17% 1. 8. 9 

176.383 14.55% 1 4 

171.989.702 24.25% 1.7.8. 9 

39.756 20.~ 1 5 

44.613.924 15.96% 1.7.8. 9 

838.700 3.33% 2 6 

77,71% 7,83% 2 7 

NIA NIA 

NIA NIA 



J. Con1f!!ltlve Advanla 

0. Ree.ted Varl•bles 

0 

Mee.ted Industries 

A) Graphic lnduslr 

B 

c 
D 

1'8rrlen of' •~ntry 

A) &·onnmics of Snlc 

I ~veb of' lnte1r.ntion 

I lorituntal 

Verlin I 

• 

ital 

•s,·.lc: Nonc=O, Low= I, Mcdium=2, lligh=l 

• • • 

Nu. of 

Sunnllen V•lue 1991 er.. I AH.'MI 

NIA NIA 0% 

NIA NIA NIA 
NIA N/A 20% 

• • • • 

v.1ue 

.. h•ptd Source Footnote 

IOO'Jli 12. 13 

NIA 12. 13 

80CJfi 12. 13 8 

Source Footnote 

Sc:•le• Soun:e ••ootnote 

I 3 11. 12 13 
I II, 12 13 

3 11,12.q 

I 3 11. 12 13 
I 

2 11. 12,,Jl 
2 11. 12. 13 
J 11. 12. 13 

Sc•le• Source Footnote 

II. 12. 13 
J 11. 12. 13 9 



I. C.ona11elhlve Adnal 

(~. Qu.llt.tlve Vart .. bln 

Structure of Shan: Owncpbip 0 99 O 
family 

f\:W Sbarcboldcn 

Stock Market 

Foteign Ownership 

Others: 

Ow1icn;hip of pjsuibutjon Channels 

Owned by Producer 

2. <'u11m11n1tlve Advant11ees 

Variables 

C..l.'ils of Produclion 

1'1 in·i. in S US/loH.• 

•Annual compoundcJ growlb ralc, in perccnl. 

• • • 

N11tionul Growth• lnl'l. 

D111ta 1989-91 1>111111 

N/A N/A NIA 
HH7.0 42S'.ll· N/A 

• • • • 

Yes No Source t'ootnote 

x 6.12.13.14 IO 
x 6.12.13.14 10 

x 6.12.13.14 10 

x 6.12.13.14 10 

Yes No Source •·ootnote 

x 12.13.14 

x 12.13.14 II 

<irowth• 

1989-91 Source Footnote 

NIA 12 

N/A 1. 3. 7 



• 

• 
3. Social Criteria 

Soarn Footaote 
--p-----t 

Value Added: 2 • rand cardboard 

t: 2 6 13 

• eoaanmres to * 
vment 

Productivi : 

r 

• and carton ma kin machines. crireria of total 

2 

• Ia's bicdtertbaa the Latin American avera or27.5 Ks!:s. but it sliU is wav below lbe developed counlrics 

#Tendency: High Growth=l, Med. Growth=!. Stablc=3. Med. Coat12ction=4. High Contrac1ion=S . 

• 
~""-·-· ........... 4. Available lafonaatioa ... 
~·.Y -. ..... :-. --·- .... ..-....:-- - ~-· ..... -~. .. -·- -. 

(1) APROPACA Maozine 1991 

(2) APROPACA Maaazine. Soecial Edition 1992 . 

• (3) IDdustrill Survev 1989-1991 OCEI 

(4) Thesis A. :,_,o 1991. Paoer Industry 1~2000. UCAB. 

(S) Fon aad Conferences ctCEPLA 1992 

(6) Ao>invest Newsmoer Librarv 

(7) Forein Tnde Ycai'boolls. OCEI 1989. 1990. 1991 

(8) Statistical Yearbooks. OCEl 1989, 1990 

(9) Foaatrv Products Yearbooks. 1979-1990 FAO 

(10) Pulo and Ploer Iateraario•I Mlnziae. Dec. 1992. on. 21-25 

(11) Iarcrview witb APROPACA 

02. 13. aad 14) CONAPRI Survevs 1993: A MANPA. PAVECA v ABCD u. Cartictt 



• 
CATALOGUE 

• 

• 
A- VM'lables ., Growda 

• 1,,1 19-91 Saam Foomote 
I 

lavestmen§ (emulatm. 1989-91) 

local (USS) NIA NIA 
foKip(USS) NIA NIA 

Tocal (USS) 566.122.507 8.78% 1. 10. 11 • t!umbcr of Pa[!iciwnts 4 1 

~~ Q!!!JR!nig (1989-91) NIA NIA l 2 

Log! Sales 

Volume (M11 361.481 5.03% 1 

• Value (SUS) 126.518.350 ·11.88% 1. 3. 8. 9 

Productiog 

Volume (M11 361.481 S.03% I 3 

Va!ue(SUS) 126.518.350 -11.88% 1.3.8,Q 

lmR2Ill 

• Volume(M11 366.846 22.24% 4 

Value (SUS) 140.502.230 1.83% 1.7.8. 9 

E!R2m 
Voiume (MI) 0.0 1 s 
Value (SUS) 0.0 i.7.8. 9 

Capacjtt 

mcalled (Ml1 215.000 13.46" 2 6 

Utilized(") 40.84" -12.0SCJID 2 7 

Iava1•• ia B & 12 
Pcn::cDI of Total IDWSCmcat NIA NIA 

lamrmens ia 12ia!Dlz, CllBll 
Pen:ea& of Total Iavcs1mea1 NIA NIA 

Nik Not Available 



• • • • • • 

1.c .... uuveAdvaa1 

B.R ... ledV ..... bta 

Nu.or V•lue 

SunnHen V•lue IMI 111 1.ocaal "' ....... Sotlftt Footnote 

US) I N/A N/A 0% 1~ 12 13 

N/A NIA N/A N/A 12. 13 

N/A N/A N/A N/A 12 13 8 

!:!&.. N/A N/A N/A 12 IJ It 

N/A N/A 60% 40% 12. 13 

Re .. led llld•lrles Sou Re Footnote 

A 

B 

c 
D 

Ranien or IEaln Sc•le• Sou Re Foolnole 

A) Economies of S<'1le I 3 11. 12, 13 
I 

1 11. 12. 13 

J 1\. 12, 13 

1i11l I 3 11.12.13 

2 11 12 13 

2 11 12, 13 

J 11. 12. 13 

l.eveh or lateal"8tiun Sc••·· Sou Re Footnote 

Horizonlal 1 11. 12. 13 

Vcrtinl 3 11. 12. 13 9 

•s~·alc: No1tc=O, Low=l, Mcdium:2, High=) 



J. Competitive Adv.a 

C. Quall .. tlve Variables 

Structure o( Shire O.Vncnbjp (1991) 

Family 

Few Shareholdcn 

Stock Markel 

Foreign Ownership 

Others: 

Ow1.crshie of C:Sl!ibutjon Chlnocb 
Owned by Producer 

1. Conrnaralltte Advantaaes 

Vauiablcs 

Costs o( Productior 
~~~~~~~~ 

l'rkcs in St IS/MT 

• 

•Annual compounded growth r•le, in percent 

• 

Nutiomal 

llala 

N/A 
34lJ 

• 

Gro"·U1• 

1919-91 

NIA -
-16.22% 

lnt'l. 

ll11ta 

N/A 

N/A 

• 

Yes 

x 
x 
x 
x 

Vn 
x 
x 

Growth• 

1989-91 

N/A 

N/A 

• 

No 

No 

Source 

I. J. 7 

• • • 

Source Fool note 

6 12 13.14 10 

6 12 13 14 10 

6 12 13 14 to 
6.12.13.14 10 

Source Fool note 

12.13.14 

12.13.14 11 

Footnote 

12 
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• 

• 

• 

• 

l. Social Criteria 

Vlll'iallles 

Value Added: 

Productivitv: 

Modernization in the different com 

Teadmcyt 

1919-91 

r 

Footnote 

13 

<I ;ountrics 

#Tendency: High Growtb=I. Med. Growth=!. Stablc=3, Med. Contraction=4, High Contraction=5 . 

'-Available Iatonaatioa 

1993-2000, UCAB . 

. 21-25 

12, 13, ind 14 CONAPRJ Sarvevs 1993: A MA.~A. PA VECA v ABCO Le Carticre 
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Catalogue 

Segment: 
Product: 

r.hemical Wood Pulp Industry 
Pulp, paper and paperboard 

No. Source 

1 APROPACA 

Footnotes 

Observation 

Includes investment in wood pulp, paper and board. 
This industry requires considerable investments for the 
expansion and installation of plants as well as at the 
primary and industrial level. Until now, financing has 
come from national and foreign financing institutions, 
and self financing by company stockholders; nevertheless, 
currently one is seeing a tendency to use the stock 
market to finance, by the issuance of stocks, commercial 
papers, GDRs, bonds, among others. 
A tyt,ical characteristic feature of the paper and 
cellulose sector is to be capital intensive and having 
long term requirements for the installation and beginning 
of operations of the new industrial units. To make 
possible the expansion in the next years, tt.us allowing 
continuity in the internal provisioning (supplying) and an 
increase in the exports, the Venezuelan paper industry 
needs to complement it's own resources with long term 
fin~,cing. 

Investment in 1991 rose US $ 131,463,628 for 
improvement, environmental protection, and increasing 
productivity, via improving the quality. 
The following is a description of some of the announced 
and undertaken investments: 
The C.A. Venezolana de Pulpay Papel <VENEP.AL), Stone 
Container and CVG Proforca signed an agreement to 
install a Chip Production Plant, VENEPAL to start 
expanding the Treatment System of Eftluents associated 
with the expansfon of productive capability,VENEPAL 
acquired 25% of the CELGAR mill, producer of whitenerl, 
long fiber Kraft pulp, located in the outskirts of the city of 
Castlegar, British Columbia, Canada, and initiated the 
start up of its second line of whitened sugar cane fiber 
pulp with an additional capacity of 180 metric tons/day. 
Smurfit Carton of Venezuela announced the 
modernization and expansion of its plant in San Felipe, 

1 



• 

• 
2 

• 

• 
3 

• 

• 
4 

• 

5 

6 

7 

8 

Y aracuy State, with a considerable investment and 
significant increase in its production. 
C.A. Fabrica de Papel de Macaray is investing in the 
assembly of a new line paper converter. 

(1) It's the newest firm of the sector, with a total investment 
of US$ 6,415,425; it uses three machines; it employs 52 
people; its annual remuneration for personnel and 
technology is US $ 245,399; it dedicates itself to the 
manufacture of papers for fine arts, serigraphy, safety 
and others. 
In Venezuela there are four wood pulp producers 
VENEPAL, PAVECA, Papeles de Maracay y Smurfit 
Cartan de Venezuela. 

(1) Of the 1,013,251 ?Detric tons produced, 361,481 are raw 
materials, of which 273,675 is recyclable fiber, 87,806 is 
pulp and 651,770 are paper, cardboard, and carton . 
Kraft liner paper and medium corrugated cardboard are a 
totally national production ('82-'91); during '91, tissue 
paper is 99.99% a totally national productic11 and 
wr2pping paper is 99.75% a national prodtu.tion. 
Of the total apparent consumption, 738, 700 MT 
are raw.materials and 828,153 MT are paper, cardboard 
box. 

(1) Newspaper as well as paper for cigarettes are totally 
imported ('82-'91) . 
Of the total of imports, 366,846 MT (67.53%) are prime 
materials, and 176,383 MT (32.47%) are paper, 
cardboard, and cardboard box. The total is 543, 229 MT. 

(1) Only paper; pulp isn't exported. 

(1) Of the total installed capacity, 838,700 MT are paper and 
cardboard box, and 215,000 MT are paper pulp. The total 
is 1,053,700 MT. 

own figures The utilized capacity of pulp is 40.8% and of paper. is 

(13) 

77.71%. 

There are 3 international suppliers of recycled paper. 
There are 34 national suppliers of recycled paper. 
There are 4 national suppliers of wood pulp. 

2 



• 
9 survey of the Vertical integration is essential in the income-generating 

company capacity of this sector, in fact, all the firms of the paper 

• MANPAand industry are investing in their own plantations and pulp 
PAVECA plants in order to obtain certain and cheap raw materials, 

thus improving their international competitiveness. 
Development of the forests in order to obtain supplies at 
the lowest cost of fibers currently imported. 

• 10 MANP A and ABCD Le Cartiere have a stock structure 
primarily comprised of family members; VENEP AL has 
its stocks traded in the stock market; and PA VECA and 
Smurfit Carti>n de Venezuela (22% of the national 
capital) are characterized by few stockholders and are the 
two firms of mixed capital established in the country. 

11 A few enterprises make distribution by Independent 
Entities . 

• 12 (12,13) Two of the cost structure available were: 
1.-
Raw materials 74.6% 
Workforce 2.2% 

• Production costs 23.2% 

2.-
Raw Materials 61.62% 
Workforce 5.47% 

• Production costs 23.79% 
Packing 9.12% 

13 Apart from the number of jobs and their remuneration, 
the industry gives work to a large number of qualified 

• workers who had been trained within the industry, and 
relies on a professional, managerial personnel of excellent 
training and formation. 

3 
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Data Sheet for International Section of Investor's Profile 

iHasDT- Citmiclli Weecl Procasill& 
Scpnmc: Prillary 
Prodmcl: PriMiq. WridJac, Newsprild. 1.-e PKlda& wl hper 

Oddwill·?fililidil':::: tlillll>~o: ·.·:·:-..: · :;:;· .~:;:}·:\UB~::~~:. ,:\':190-: ::" 
Paoer&Bcmd 
Maiar:- . 

CGalllries 
IUSA 69.514 71.519 
211Dm 26.IOO 21.086 
3Caala 16.555 16.~ 

4CbialPllC> IS.336 13.719 
SGcrmlllY 12.610 11.m 
6USSR/ClS 10.65' 10.100 
7Finlalld 1.752 l.9S8 
IS'Mldm 1.362 1.426 
9 France 6752 7.049 
10 Itafv s.sss S.601 

j)-1$.:1~ ••. 

72.151 
29.06& 
16.571 
14.717 
12.762 
7.68le 
1.777 
8.342 
7.322 
S.186 

•Source: "Pulp and Paper International,• Annual Review; "World Trmds and Trade.• 1991 and 1992. 

••Source: Food and Agricultur31 Organization. -Forest.cry Statistics Today for Tomorrow: 1991. 

WoddwideCoulm.J!-a ("000 cons) :1'89 U90 
.. :.:m1 

Paocr & Board 
Major Consumers 

1 us 76.297 77.i32 76.3i8 
2 Janan 27.312 28.218 29.106 
3 Gcrmanv lS,279 14~ 15,931 
4 Chim (PRC) 16,126 14.429 lS.881 
5as 10.344 972Se 7692e 
6UK 8.321 8.1SS 9.177 
7 France 9,624 9.273 1,766 
81ulv 6,61S 6.954 7.121 
9Canada 6.197 S.724 5688 
lOSmin 3.949 4.341 4,582 

.,. vvv JllllSI. .· .. 

Mlior - Caumrics 
1 us 11.214 
2UK S.046 

4.313 
4fin1and 7,436 
S Sweden 6.43.S 
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• 
rwoddwide 1.mnarfd'Dlll'ams} · ;_;:;J919 .. •.. 1990 .. .1'91 ·.···· 

MaiorE: Coanlrics 
1 us 11.830 
2UK S.991 

• 3 Gcnnanv S.86S 
4 France 3.S37 
s ltalv 2.-319 

WORLD TOTAL 51.776 54."lS SS.JSO 

• 
(Maior Import Marteul 
1 us 308 3ll 302 
2UK 207 232 200 
3 France 161 164 160 • 4Gennanv 148 lSS lSS 
S ltalv 116 121 123 
6 Venezuela 34 34 41 

• World Marter Prices rosstmetric ton) 1919 19.90 1'91 

Newst>rinL Eastern US Price S64 54' 551 
Venezuelan Price 613 

Llncrboard 400 324 
Kraftlinncr. German price CIF Hamburi 665 64< J-

• 

• 
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J. E. Austin Associates 

• 

• 

Section II 

AGRIBUSINESS AREAS NOT SELECTED 

Agroinvest Consultores 
--~~~~~~~~~~~~~~~~-



• 
Volume I Austin/ Agrolnvest 

• 
SECTION 2: 

• AGRIBUSINESS ARF.AS NOT SELECTED 

• 

• 

1. Palm Oil 

• 2. Processed Tropical Fruits 

3. Baby Food 

• 4. Milled Rice 



• 
Volume I Austin/ Agrolnvest 

• 
SECTION 2 ANALYSIS OF: 

• PALM OIL 

• 

• 
Documents Attached: 

• 1) Catalogue of Venezuelan Industry, 1989-91 

2) Explanatory Footnotes 

3) International Industry Profile (text) 

• 4) Datasbeet for International Industry Profile (tables) 



• 
CATALOGUE • 

• 
1. CommtltiYe Ad 

• A. VMiahles ~Gnwdi .,,. .,_,. Somtt Foobok 

lnvestmea§ (cumulative, }989-91) -
local (USS) 30.475.000 72.40% 9 I 
foreiga (US S) 2.650.000 NIA 9 I 1 

• Total (USS) 33.125.000 11,80% 9 I 
Number of J>anicip1nts 9 1 2 -
Hew Comnies (1989-91) 3 22.47% 9 

Local Sales 

Volume (MT Crude Oil) S.459 23.61% 1 I 3 -• Value (SUS) 2.129.166 26.23% 1 I 
Produqion 

Volume (MT Crude Oil) S.459 23.61% 1. 9 I 4 

Value (SUS) 2.129.166 26.23% 1, 9 -
.l.mlz2m 

Volume (MT Crude Oil) 6.363 -38.71% l,IJ I s -• 
Value(SUS) 2.481.570 -37.41% 1,8 

~ 
Volume (MT Crude Ou) 0 0 1, 8 

-

• Value (SUS) 0 0 1, 8 

C,wciJy 

lmlalled Mt /Hour 45 22.47% 9, IC 6 

Unilized (9') so.~ ·13.~ 9, 10 

lnva1snl in B & I2 
Pen:cat ofTOlll Iavestment 0.109' NIA 9 -lam1men1 in Qi1mlz, CllDKll 
Percenr of Tocal Iavestmear NIA NIA 

NIA:. Not Available 



• • • • • • • 

I. Coml?!!lllve AdYHta; 

II. llca.ted Variables 

Nu.or Vadue 

bi Su Hen Vadue 1991 "' I AM.'111 IJ'. I,. Id Source •"CHttnote 

F~rtilia:rs N/A N/A x x 3 
Aaroc:bemkals N/A NIA x x 3 

Related ladustrlcs Source Footnote 

9. 10 

9. 10 

ll•rrlcn or Entry Sc:•le• Source ft'uotnole 

fa·mmniics of s,·alc I 2 2 J 

I 2 3 
3 2 3 
3 2,3 

2,3 

2.3 
I 2 I 2.3 7 

l .eveb ul lalcanllon Seate• Source •·onlnole 

ltorizunlal 3.~ 

Vc:rtinl 3 3.V 8 

•Snk: NutM:=O, Low;; I, M,·dium::2, lfighm.l 



l. ( 'on111et1Uve Advanl•L>n 

<~. Qualllatlve Vanabla 

Strnrture oC Sbue Ownenhjp 0991) 

Family 

Few Sharcboldcni 

Stod' Markel 

Foreign Ownen .. ip 

Others: 

Ownership oC pjsujhytjon ChpR.11£.bi 

Owned by Producer 

Owned by Independent Entities 

2. co .. namlllve Advanlafts 

Variables 

Costs oC Produrtion in USS/MT 

Nutlmud <iruwth• 

Uula 1919.91 

338.40 I N/A 
l'1in·l\ in \ISS/MT ·---------...1-~'-')C..;..ilCMl_l 2,12•>1. I 

•Annual compounded growll1 r•tc, in pcn·cnt. 

• 

Vet 
x 
x 
x 
x 

Ve1 

x 
x 

hal'I. Cirowth• 

l>aat• 19119.91 

N/A I N/A 
N/A ____ N./A 

• • • • 

No Source Foolnole 

I I 
3 

I 
IJ 

3 

3 

No Source t'oolnole 

3.2 10 

3.2 

Source t'oolnolt 

I 9 I 11 
1,9 12 



• 

• J. Sodal Crilftia 

Variables Tndacyt 

1"9-91 S..t:e FooblOle 

Value Addeci: I ! I 1. !..3 I 

• Sinifacaat beaase it ~- 1 1oranv ialemted oroduct 

It ~• am iadtlSlrial orocess tllat allows tbe total utilizarion or lhc fruit for tbe elabontioa of . ~ -·- . I l I 2 I 13 

ilamortalll somce of anoloYJDall ia ecomomicaDv · -rural ZODCS 

• Has a mil~ rate bdwtta 1989-1991(11.8«;(,) 

Produc:tivilV: I 1 I .. I -
It's the IUl!lwsl vieldill2 olcatrinous that exists. Because or its diverse uses 

It's ccmolctclv usable (Ille oulp as well as the seed) 

• 
Pcr-C.aoiia ConsumDlion: I 2 I 1. :! I 
Per-capiia comumotioa varies becweea 13 and 15 kwpcrson/vear of F.t:. cor edible oil) 

lmooruar to cnaalitativelv aad ouantitarvelv imorovc the Venezuelan diet 

#Tendency: High Growth=l. ~d. Growth=2. Stablc=3, Med. Con1raction:.i, High Conuactio11=5 

~-

..... ...._ ...,, ......... -· - - ... --- - -
fl) ASOGRASAS. Montblv Bullclins. Nos. 1-5. Feb-Nov 1992 
12' M. A. C. Amlvsis or lhc brhavior or Oleatrinous oils ia V eaczucla. Nov. 1991 

'3) CONAPRl Survev 1993. MA VF.SA 

m Oa&a suoolied bv OCEI. S1a1is1ic vearbook 

(8) Oa&a supplied bv OCEI. Fol'"i21l Trade Yearbook 1989 and 1991 

(9) larcrvicw wilh Bruno Ma:zz.ani 

(10) Iarcrvicw with MA VESA 

I 
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Cataiogue 

Segment Oils and Fm 
Product: Palm Oil 

No. Source 

I 

2 

3 

4 

s 

6 

Footnotes 

Observation 

These invesmJent figures refer exclusively to plantations. Foreign 
investment in 1991 was the purchase by the Unilever company of a palm 
oil plantation 1ocared in the Zulia Stare, property of the FACEGRA 
company. 

The six planting finns which existed in 1989 were: MA VBA, LAURAK 
(Cargill), Gra.sas de Valencia, FACEGRA (Unilever), Productora 
Bananera and the Majaguas Plantation. 
The three new firms are Fincas Ganaderas of the Zulia Swe which have 
begun to cultivate palm oil; one of these farms is Palmera 8 Uvero. 

National sales are equal to national production, given that there is very 
little inventory. 

Production of tons of bunches for 1989 was 35,000 tons, a rate equivalent 
to (oil content) 10.21 %, and that of 1991 was 45,495 tons, at a rate 
equivalent to 123. 
Palm oil is not directly $Old to the consumer, but passes through refining 

plants, where it is mixed with other cfrude oleaginous oils to obtain an 
:Edible Oil. 

Imports of crude palm oil represents approximately 2 % of the total 
imports of crude oils (300,000 tons/year). Of the total consumption of 
crude palm oil, between (J() and 80 percent approximately is imported, and 
almost all from Malaysia and Colombia. 

It is the installed and utilized capacity, of the extracting plant, of crude 
oil. 
The insrallations are modular and their capacity will be added to in 
successive stages; if the harvest increases, another modulr of the 
extracting plant will be installed. In this case it's pn~aLle that the utilized 
capacity will diminish; a situation which is considered nonnal. 



• 
7 The three years are considered required for a plantation to begin the 

commercial production stage, and the fact that the plantation doesn't 

• achieve its optimal productive level until 7 years poses itself as the 
principal entry barrier. given that it makes difficult obtaining financing. 

8 MA VESA, Gra.sas de Valencia and Unilever are integrall:d from the Palma 
plantation, through the refinement of F.dible Oils, to the distribution of oils 

• and fats. 

9 Structure of Share Ownnership: Family: 20"; Few Shan:holders: 70"; 
Stock Market: 10". 

• 10 Transponation from plantation to extracting plant, is undertaken by the 
company, given that the extracting plant should be within the plantatbn, 
because the bunches should be processed in a time period less than 24 
hours. or else the seed acidifies. 
Palm Oil uses almost 1003 of the same distribution channels as does 

• edible oils . 
Transportation from exttacting plant to refining plant is subcontracted to 
transportation companies. 

11 Cost strucrure for palm oil plantations for MA VESA is: Agrochemicals 
253; Fertilizers 603; and Workforce 153. For Grasas le Valencia, the 
most impo~t cost elements are: land, financing, labor, and fertilizer. 

12 Until 1991, there was an increase in production greater than that of the 
demand. which meant that international prices contracted, for Palm oil as 
well as for the rest of the oleaginous oils. 
Since 1992, the consumption of palm oil has increased, elevatirg its 
i:'1ternational price to USS450/Ton in 1993. 
In Venezuela. it's difficult to measure the yield because the plantations are 
new, and the optimal yield will be visible seve:1 years after sowing. 

13 Refers to employment in the plantation as well as in the extracting plants. 
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J!F,JJNITIQN 

INTERNATIONAL INDlTSTRY PROFILE 

Industry: Edible & Industrial Oils 
Segment: Vczctablc Oils 
Product: -Pal ....... m_o~il...._~~~~~~~ 

Ex~"ted from the the seeds of the African oil palm tree, pa!m oil is used to manufacture a wide 
number of edible and industrial products ranging from margarine and compound cooking fats 
to soap and combustible fuel. Worldwide, roughly 90% of palm oil is used in food preparation 
or manufacture. The remaining 10% is used in manufacturing industrial products. For most 
of these end-markets, palm oil is only one of more than a dozen comparable vegetable and 
marine oils. also derived from <.Jil seeds, that are used in manufacturing edible and industrial 
products (see substitutes. below). 

WORLDWIDE DEl\IAL'ffi 

• Worid dema.'ld for palm oil is projected to grow by 4 percent in 1 ~93: between 1990 and 
1992, demand grew an average of 8.5% annually. 

• World demand for palm oil is driven by the full range of end-products requiring oil :or 
mam:factJre. 

• Edible end-products include margarine, shortenings, cooking and salad oil, and oil 
products used in ice-cream, creamers, biscuits, bread and pastries. Food uses account 
for 90% of demand. 

• Non-food uses include the manufacture of soaps, resins, candles, fatty acids, ink, 
polishing liquids and cosmetics. 

PRODUCTION 

• Production is forecast to reach 12.3 million tons in 1993, a 7% increase over 1992. 

• Two countries-- Malaysia and Indonesia -- account for 80% of world palm oil 
production. 

• Malaysian production is expected in increase as more hectares are planted. Area planted 
is forecast to increase 60,00 hectares annually, reaching 2.3 million by 1995, and 1.6 
million by the year 2000. 
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• Indonesia produced 3.2 million tons of palm oil in 1992, or roughly 22 percent of 
world production. Indonesian production is estimated to increase 15 percent over the in 
1993. 

• Six other countries including Ecuador and Colombia account for the remaining 20 percent 
of world palm oil production . 

EXPORTS AND Il\1PORTS 

• Malaysia is t1'e largest exporter, in 1992 its 6.2 million tons of exports comprised 54 3 
of world palm oil trade. 

• Another 12% of world palm oil exports originate in Indonesia. 

• Demand for palm oil has increased faster in developing countries than in developed 
countries. 

• China, s:ngapore, and Papua New Guinea are the largest palm oil importers. 
The latter two and Pakistan were Malaysia's primary markets in 1991. 

• The European Community is also an important ii1arket, accounting for 18 percent of 
global shipments. 

INDUSTRY STRUCTURE AND TRENDS 

• In both Malaysia and Indonesia, major producers of palm oil are involved in boch 
cultivating palm trees, and processing palm seeds to extract oil. 

• Malaysian palm oil producers are highly integrated, capital-intensive agribusinesses that 
operate on very large plantations where they can harvest continually throughout the ye:M. 

• Because of the large number of substitutes~ palm oil is extremely price sensitive. 
Low cost production is essential. 

• Highly efficient Malaysian companies maintain low production costs and high yields per 
acre. 
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• Climate (optimally 75-80 degrees fahrenheit), soil quality, and rainfall (above so· per 
year) are important to yield and efficiency. 

• Successful producers focus on plantation management and research and development to 
enhance extraction rates through improved species development and effe.ctive chemical 
usage, 

BARRIERS TO ENTRY 

• African palms have a long growth period: 4-5 years before significant yield, and 12-15 
years to full fruit bearing. 

• Capital investment in land, saplings and proces.IDig equipment is necessary . 

SUBSl'fl'UfES 

• Other vegetable oils including soy, cotton, sunflower, and sesame c.an be used for many 
of the same purposes. 

• Oil quality can be important for edible applications, though less so for industrial uses; 
quality issues include saturated fat content, odor, color and viscosity 

GOVERmlENT POLICY 

• Palm oil industry tends to be protected in producer countries; much less so in non
producer countries. 
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• Data Sheet for International Section or Investor's Proflles 

llldmary: __ v,_,egetable,.___Oils __ 
Sepaeat: Palm oil __ ....;._ ___ _ 
Pndact: Palm Oil 

• 

(in 1.000 tons) 

I. Indonesi.& 1.280 1.245 1.330 1.475 1,720 14% 
2. Malavsia 763 883 917 1,123 1.050 91'/o 
3. China 800 955 1.194 n5 900 7% 
4. Pakisran 482 5n 884 900 935 8% 
S. Ni2eria 650 530 620 730 670 s•1o 

WORLD TOTAL 9.107 10.390 11.319 11.582 12.027 98,,. 
Percent Chanee 14.094'/o 8.94% 2.32% 3.84•/o 
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4.710 S.S20 S.433 S.440 ).~ 46% 
868 961 1.460 1.350 1.4.:.~ 12% 
685 700 700 155 797 6% 
103 170 173 160 160 1% 
140 140 140 140 140 1% 

WORLD TOTAL 6.11!) 8,007 1,443 8,408 1,715 71% 
Pen:eat 11.99% 5.45% -0.41% 3.65% 

I. China soc 1.000 1.291 875 1.000 28% 
798 790 820 900 940 26% 
484 633 861 935 900 25% 

4. Gennanv 281 368 368 420 430 12~'.. 

5. El Salvador 203 345 365 380 335 9% 

WORLD TOTAL 2.566 3.136 3.705 3.510 3.605 100% 
Percent Chan e 21.21% 18.14% -5.26°1. 2.71% 

Sources: Ministry of Primary Industries. Malaysia; Malaysian Embassy Palm Qa Research Institute; 
The Wortd Bank; FAO Annual Statistics, 1991; US Department of Agnculture. Forego Agricultural 
Service. Circular Series, various months, 1992. 1993. 
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Major Playen In 011 Palm Producllon 

WorW 

Africa 1.108.647 
N AC. America 31.037 
S. America 46.752 
A1ia 796.583 
lnJoncsia 217.900 
Malanie 457.298 
Oceana 16 

Source: FAO Quarterly Bulletin ofStati1tic1 (Vol4, 1991, No.2) and FAO Production Yearbooks (Vol 34 and 39) 

r....aucea...vo1u .... Int 1990 1991 Av.Annu1d 
lncrHH 

WorW 1080 11.163 11 873 4.7So/o 

Africa 1662 1683 1779 3.52% 
NC America 135 180 182 17.41% 
S America 474 S06 532 6.12% 
Asia 8.421 8687 9 270 S.Ool% 
lnJoncsia 1-967 2 186 2 700 18.63'1 .. 
Malav~ia 6 OS7 609S 6 14S 0.73% 
Oceania ISO 137 137 ·4.33'11 

Source FAO Quarterly Bulletin or Stats, Vol S, 1992 No.3 
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Production, Con1um1allon, and Nel E11ao111 or Palm Oil in Selected l.alln American Countrie1 1992 

Production Co111um1atlon Net E11mrts/ (· Import•) 

Colombia 262 260 2 
CoaaRka 58 44 14 
Domlakaa Republk 12 12 0 
Ecuador 130 109 21 
El Salvador 0 s ·S 
Guatemala 10 21 ·ll 
Daill 0 60 -60 
Hoaduru 81 87 -6 
Jamaica 0 6 -6 
MHko 2 0 2 
Panpa1 s 2S ·20 
Pena 26 , 25 
Venezuela 9 22 -13 

Source: USDA, Foreign Agricullural Service and Anache Reports 
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Volume I 

SEcnON 2 ANALYSIS OF: 

PROCESSEIJ TROPICAL FRUITS 
(FCOJ, mango ... gwtft) 

Documents Attached: 

Austin/Agrolnvcst 

1) Catalogue of Venezuelan Industry, 1989-91 (tropical processed fruits) 

2) Explanatory Footnotes (tropical processed fruits) 

3) International Industry Profile (text for mango and guava) 

4) Datasheet for International Industry Profile (table for mango) 

5) International Industry Profile (text for FCOJ) 

6) Datasheet for International Industry Profile (tables for FCOJ) 



• 
CATALOGUE 

• 
~~- I S. 1.-: T!!pical Procascd Fnit 
Prudlld: Jaica. hJpg. wl Coscallates _ 

• 
1- Com..titiwe AdYM'-

A. v...-.aes .. Grolr6 

• 1,,1 .,., . s-rce ,. ...... 
hwstmealS (agJa~.1989-91} 

local (USS) .n .. 798.580 NIA 4 

fo~iga (US S) . . 4 

Tocal (USS) -U .. 798.580 N!A 4 1 

• f'?umbcc of Puticients 9 2 

t!:cw ComnitS £1989.QI} 0 . 1 .. 2. 3. 6 

LoglSaks 

Volume {115) 94 .. 148.576 -8.43% 4 2 

Value (SUS) 45 .. 983 .. 837 18.05% 4 2 

Production 

Volume (las) 95 .. 790 .. 195 -22.62% 4 2 

Value (SUS) 49 .. 969..585 16.57% 4 2 

Imports 

Volume (kgs) 426 .. 289 -48.40% 5 

Value (SUS) :. •• ..-183 -59,54% 5 

~ 
Volume (kgs) 5 .. 131..024 -19.73% 5 

Value (SUS) 5 .. 058..587 -13.05% 5 

Capacity 

Ins=alled NIA N/A 3 

Uttilized (") ll..131' 111d 631' 1. 2 3 

Jnvg1rnent jn R & P 
Pcn:eDl ofToaal Invcscmenl 8.69% 58.00% 2 4 

lnva11mn1 in 12.i11Vl· Ql~ll 
Pen:eDl of Total lavesune:al 13.00% 93.36% 2 4 

Nik Noc Available 
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I. Conuwtlllve Adv .. c 
II. Related Variables 

No. ••f Value 

Su llen Value 1991 .,, IA~lll ~ .... td Sotlrce Footnote 
vuious IOU.346.200 IJ2% 8% 4 

3 N/A 100% 09' 4 

Related Industries 8oMl"H Footnc4• 
A 

Uarrwn or F.ntn s ........ Source t'ootnnte 
A) &·onomies of Scale I 3 I 2. 3 

2 I 2. 3 
2 I 2 3 

ilal I I 1. 2 3 
2 I 2,3 

f) Difficullv in Accessin1Z l~hor I I I. 2. 3 

1.enls of lnteanUon Sule• Source Footnote 
llo rilOHl• I 3 I. 2 
Vcrtinl I. 2 

•Suk: Nunc:ll, Low: I, McJium~2. I liKh'"J 



I. ('•tt•netlllve Aclv11nt 

C. Qa11allt11Uve V11rt11bles 

StD!('IUre of Sh;1re Ownership 0991) 

Family 

few Sba~bolJcrs 

Stock Muket 

foreign Ownership 

Others: 

( >w1n·mbip o!' Pis!rjhu!jon Ch11111d1 

Owned by Producer 

Owned hv hKlcpendent Entilies 

l. C1tmpar11Uve Advant11aes 

Varbabln 

C'us!s o!' Produl'lion 

l'rin·s US $/I.I 

•Annual compounded growth 111e, in pcn.-cnl. 

N11Uttnul (;rowth• 

...... 1989-91 

N/A I N/A 
11.41J lJS$/l .1i. I 211.IJK% 

lnt'I. 

1>11111 

N/A 
N/A 

• 

Yes 

x 

V111 
x 
x 

Growth• 

1989°91 

N/A 
N/A 

• • • • 

No Source ••ootnole 
I x •1213 

I I I 2. 3 5 

x I 2. 3 

x 
··~ 

Ntt Htturc:• •"mtlnol• 

I. 2. 3 6 

I. 2. 3 6 

Source •·ootnole 

I. 2 7 

4 
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3. Social Criteria -· 
Variables Tellda~ 

1"'-'l s-ru Fooblote 

Vahle Addal: I 3 I 1.!.3.4.S I 
1kv l1avc a bin utioul valae added • 
- . I 4 I 1.2.3,4.S I 
Gaaatcs • llOOd DOdiomi of direct ... illdisut 

. .a; die me of aBC11Jtivaled land oa 

beUJf or anicalbarc. s.o-dK1ioa ia dirut emoiovmnl leftls (-3.479'). It Im • hitda Die or iadim:t 
. at ombablv oriSEiuled by die exk11Sive dlannels of distnllatioa tbat is owsd bv dlinl oarties . -• 

- . "vitv: I 3 I 1.2.3.4.S I 
National finns bavt been able to exoort their procb:cts to fo~i211 markets. which iruiiatcs i~ bas 

acceotable levels of qualitv and cos~ . 

• Per-CaDita Consumnrion: I 3 I l ... .3.4.5 I 
Consumolion ocr-c:apita is low, but cumarlv it is risin~. 

It is estimated that it can iDcrcasc in tbc furu~ as the consumers tZJOW more bcallb concious. 

flendency: High Grov.th=l, Med. Growth=!. Stable=3, Med. Contract1on=4, H.igb Contraction=5 

•'- -··:_~.;'. .... - .. ,,_ --.,-.-· - . _ ............... -4. A Yllilable Jnronaatioa _ _.,._ __ ~·-· 
.-.--~- -··· - -

'I) CONAPRI Survev 1993: Yukcrv Juices 

(2) CONAPRI Survev 1993: Frica 

'3\ CONAPRI Survey 1993: Daocca 

'4) l.ndustrv Survevs O.C.E.I. 1989-1991 

(5) Exterior Commerce Yearbooks O.C.E.I. 1989-1991 

'6) Plana.in2 and Bud~t omce ·~culture Sector": Exterior Commerce Instiruie 

.. 
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Segment: 
Product: 

• 
No. Source 

l (4) 

• I 

2 (4) 

• 

3 (l,2) 

4 (2) 

s (1,2,3) 

6 (1,2,3) 

Catalogue 

Proa:ssed Tropical Fruits 
Juices, Pulps, and Concentrates 

Observation 

Refers to the cumulative investment between 1989 and 1991. 
The TCI '89-'91 refers to the increase in investments made in 1989 and 
those in 1991. 

Refers solely to Juices and Nectars. 

Regarding Concentrates and Pulps, we have: 

Sales 099U 
Volume (kgs): 7,493,282 
Value (USS): 6,366,990 

TCI '89-'91: 
-5.28" 
-13.40% 

Procluction 0991l ICI '89-'91: 
Volume (kgs.): 10,0TI,705 -8.79" 
Value (USS): 8, 756, 718 -3.81" 

Yukery inctea.Sed its installed capacity from 4,959,360 kgs, in 1989 to 12, 
865 ,396 kgs, in 1991 and diminished its utilized capacity from 51.4 % to 
38.83%. 

Frica increased its installed capacity from 260 million liters in 1989 to 280 
million liters in 1991. Arithematically averaging all of its production 
lines, Frica inc=ased its utilized capacity from 61 " to 63". 

Infonnation refers solely to Frica. 

Ilapeca is a private company, but one of many stockholders. Is highly 
probable that it will participate in the stock market of Caracas this year. 

Yukery contracts third parties to do their distribution for them. Frica and 
Ilapeca utiliz.e their own distribution channels and those of third parties. 
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7 (1,2) Cost structure of the industry is approximately: 

Yukezy 
Raw material: 37% (of which approximately 25% is imponed) 
Packing material: SS% 
F,_.;, ,._ 8% 

frig 
Fruit concentrates: 57% 
Sugar. 8~ 
Bottles: 28 % 
Carton trays: 3 ~ 

2 
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DEFINITION 

INTERNATIONAL INDUSTRY PROFILE 

Industry: Processed fruits, pulps & juices 
Segment Tro.pical processed fruits 
Product Mango & guava 

Mango and guava are tropical fruits that are grown and proce~d primarily for uses in the 
beverage ind~~. which accounts for about 80 percent of the total fruit juice raw material 
imports. Beverage industJy end-products include juices, nccta.""S, syrups and liqueurs. The 
dairy industry uses juice raw material (mostly from oranges), and accounts for about 10 
percent of total imports. Makers of jams, jellies, marmalades and bakery products account 
for the remaining 10 percent of fruit juice raw material imports worldwide . 

WORLDWIDE DEMAND 

• The worldwide market for mango and guava is expected to grow steadily but 
moderately over the next years as popularity and usages continue to increase . 

• Mango and guava paste and pulp are becoming increasingly common ingredients in 
exotic tropical drinks, pastry fillings, yogurt and marmalades. 

• Frozen mango is used as an ingredient in frozen snacks and desserts . 

PRODUCTION 

• ProJuction of tropical fruits is dispersed worldwide . 

• India produces roughly 60% of the world mango crop, (9.7 m mt in 1991). Mexico, 
Sri Lanka, China and Brazil arc also significant producers. Most mango production 
takes the form of pulp. 

• Commercial mango production is growing. In south Florida, where commercial 
mango production began in the 1980s, the mango bas become the third most widely 
cultivated crop in the state, raLking behind citrus and avocado. 

• Guava (again also provided primarily in pulp form) is supplied primarily by Taiwan, 
South Africa, India, Philippines, Thailand, Mexico, Brazil, Peru, Colombia and 
Venezuela . 
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EXPORTS AND IMPORTS 

• Worldwide fruit juice imporL.s totalled $800 million in 1990. 

• The US imported 80% of this amount, or $640 million in fruit juices . 

• Commerciai export-oriented plantations for fresh guava are much rarer than mango 
plantations; processed guava trade is more common than processed mango! however. 

• Germany imported 587 mt of fruit and vegetable juices in 1990, making it the world's 
largest importer of these products. 

• Japan is expected to be a strong growth market in the near future. 

INDUSTRY STRUCTURE AND TRENDS 

• Although has recently shown signs of growth, the mango industry remains small and 
relatively undeveloped. 

• High risks and costs diS\.ourage potential investors and have kept the fruit production 
industry concentrated. 

• Beczuse there are relatively few large-scale mango or guava orchards around the 
world, processors often rely on intermediaries to collect fruit from small producers 
or broker import shipments . 

• Due to supply uncertainties and a limited tropical fruits market, most processors use 
a fairly wide range of tropical products in their operations . 

KEYS TO COMPETITIVE SUCCESS 

• The industry is price sensitive, and cost control is key, including ia disease control 
in production and shipping . 

BARRIERS TO ENTRY 

• High start-up capital costs dissuade many entrepreneurs. 

• Growth period to fruit bearing is roughly 4 years . 
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• Technical know-how in cultivation and disease control (the latter not well advanced 
for either growing or transport). 

SUBSTITUTES 

• Other exotic, tropical fruits 

• Citrus, chiefly orange 

GOVERNMENT POLICY 

• Mango products have generally faced high tariffs. Exceptions include Sweden, 
Austria, Finland, Norway and Switzerland granted zero tariff under the GSP system. 
The EEC also applies lower tariffs for imports coming from developing countries . 

• US importers also face trade barriers, though the Canl>bean Basin Initiative reduced 
and even eliminated tariffs for countries qualifying. The GSP provides incentives 
and reductions in the tariff~ for qualifying countries as well . 
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Worldwide PnMliKtioll 1919 1990 1991 • Maiar:- . Countries I 
( tbolllSilMs ti metric tam) 

I. India Mn 9500 9700 
2. Mexico 1005 l90 MS 
3.N•111 1J5 7ti6 7IO 
4. 11llillDd 569 S72 574 
5.Cbina 4IO 415 sos • 
6.Bnzil 387 390 395 

Source: F AO Quancrly Bolltdin of Statistics. 
Vol.5, No. 1, 1992 . 

• 

• 

• 

• 

• 

• 

• 
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DEFINITION 

INTERNATIONAL INDUsrRY PROFILE 

Industry: Processed fruits & juices 
Segment~C-i-b'US--~~~~~~~~~-
Product: _.F~C~O-J _________ _ 

Frvzen concentrated orange juice (FCOJ) is made from oranges, which are crushed to extr3Ct 
their pulp and juice. With water content significandy reduced, the fromi product bas a 
prolonged shelf-life and is more cost-efficient to transport. The principal md-aser for citrus 
juices is the beTerqe industry, which accounts for about 80 percent of the total fruit juice raw 
material imports. End-products include juices. nectars, syrups. and liqueurs. The dairy 
industry accounlS for about 10 percent of tocal impons of orange juice raw material, primarily 
for yoguns and yogurt drinks. Makers of jams, jellies, marmalades and bakery products account 
approximately 10 percent of fruit juice raw material imports . 

WORLDWIDE DEMAND 

• Worldwide demand for FCOJ has been strong. and is forecast to continue increasing . 

• The United States is the world's largest consumer, consuming over twice the quantity of 
the world's next largest market, the EC. 

• US demand has been boosted by increased health consciousness . 

• New product development by bottlers and retailers, and more dynamic marketing also 
helped boost demand, particularly for exotic tropical juices. 

PRODUCTION 

• Brazil is the world's largest orange juice producer. In 1992/93, the country's production 
is forecast to produce 1.04 million metric tons (mt). 

• The US is the world's second largest orange juice producer. Production is expected to 
reach 855,000 mt in 1992/93. 

EXPORTS AND IMPORTS 

• Brazil is the world largest expor-\Cr. In 1990, FCOJ expons reached 954.9 thousand 
mt tons. Total world exports were 1.64 m mt that same year . 
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• Brazil also accounted for 80 percent of world exports of FCOJ in the 1980s. more than 
94 percent of US imports in ~ 1980s. and over 6S percent of FCOJ imports into 
Europe. 

• EC imports of FCOJ rose an average of 10~ annually between 1988-1990. 

• The UK and Ncthcrlands are the largest net importers of orange juice. In 1990 net 
imports totilled 169.2 and 167.2 thousand mt, respectively. 

• Eastern Europe. a closal market until very recendy, is expeded to provide significant 
CXJDSUJDption growth opportunities for citrus products as incomes rise. 

• Japan experiena:d significant per~ta incnzes in the mnswnption of fruit juices 
(imports rose from $79 million in 1985 to $262 million in 1990) as import quotas on 
oranges were lifted in April, 1992. Significant increases in impons arc expected . 

INDUSTRY S'fRUCTIJRE AND TRENDS 

• Orange cultivation is geographically concentrated in two principal regions of the world: 
the southern US and Brazil . 

• The FCOJ processing industry in Brazil is highly concentrated; output is controlled by 
a small number of very large companies. 

• In Brazil, 4 finns accounted for 90% of Brazil's installed processing capacity and over 
92 percent of the country's FCOJ expons in the mid-1980s. One finn. Citrusuco, which 
has the largest concentrate processing plant in the world (with a processing capacity of 
69 million boxes per year), controlled 65 percent of installed processing capacity in the 
country. 

• US citrus processing capacity is less concentrated. Forty of the 85 processors in Florida 
(where 90 percent of US orange juice production takes place) account for 90% of 
production in the state. 

• Technical improvements in packaging and transpon (i.e., FCOJ) have made major 
changes in the industry . 

KEYS TO COMPE'l'rl'IVE SUCCESS 

• FCOJ is very price sensitive, and prices are variable, frequently dominated by the 
Brazilian crop . 
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• FCOJ quality and sanitary standards are also competitive factors . 

• New product development, marketing, boaling and labeling dIC also important. 

BARRIERS TO ENTRY 

• High capital investment, especially for processing and bulk transport, can reduce costs 
significantly. 

• Access to distribution networks is key for new processors to compete effectivdy with 
esra.blishcd opmrors. In Bl3zil all major processors are linked through exclusive 
agreements to local and foreign buyers and distributors, and an estimated 80 percent of 
Brazilian shipments of FCOJ to the US go through preferred importer netWorks. 

• Stable product outlets make it possible to exploit economies of scale in production . 
Government policies such as expon quotas based on past expon perfonnance also suppon 
concentration in the Brazilian processing sector. 

SUBSI'I'l'UIES 

• Other fruit juices (i.e., grapefruit) 

• Competing soft drinks and other beverages 

GO\'ERNMENT POLICY 

• Trade barriers tend to be low in non-producing countries, but high in producing 
countries, with ad valorem tariff rates above 20 percent. 

• Higher duties are applied for juice related products that have sugar or alcohol in them . 
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• lndusery: Fnlit 
Prodact: Fnma Coaccatnte OraDF Jaice (FCOJ) 

Worldwide- .. I 1988 1989 1990 

• 'thousand tons) 

1 Bl3Zil 663.6 724.20 954.90 

2Israd 66.2 70.40 108.00 

3 Ncdlatmlds 95.3 147.20 84.70 

4Mcxico 47.9 62.90 83.20 
5- - . T - 57.3 62.90 59.00 • 6 Uailed SllfCS 48.2 48.90 55.00 

Somt:e: F AO. Citris Fruit. Fresh and Proccsscd. Annual Statistics 1992 

• Worldwide lmoorts I 1988 1989 1990 
(thousand tons) 

1 United SW£s 293.9 226.10 273.30 
2 Netherlands 198 221 . .W 251.90 
3 Germanv 205.3 221.30 241.70 

• 4 UnilCd Kinedom 143 157.501 159.70 
5 OtherEC 169.7 165 . .JO 177 . .W 

Sowcc: FAJ, Citris Fruit. Fresh and Proccsscd, Annual Statistics 1992 
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SECTION 2 ANALYSIS OF: 

• BABY FOODS 

• 

• 
Documents Attached: 

• 1) Catalogue of Venezuelan Industry, 1989-91 

2) Explanatory Footnotes 
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• 

• 

• 

• 
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1. C.._.....,e.A.dftat.fts 

A. V.-lables 

lawstmeag (c:umulalive, }989-91) 

local (USS) 

foreign (US S) 

Total (USS) 

tfuml:sI o( fllli£il!!D~ 
New Co!!B!!ig (1989-91) 

Loql Sales 

Volume (tom) 

Value (SUS) 

Production 

Volume (tom) 

Value(SUS) 

~ 
Volume (tom) 

Value (SUS) 

~ 
Volume (tom) 

Value (SUS) 

Capacity 

Imaalled (tom) 

Utilized (9') 

Investment jg R & P 
Pen:etJ ofToaal Investment 

lnvg1meo1 jg PillC1lz1 ~DBll 
Pen:eal ofTolal Investmenl 

HGR: Higb Growth Rate 
N/A: Nol Avaliable 

CATALOGUE 

-·'··~~;; 

"'Gnnrtlt .,,. .,.,. Sotnu FoatllOle 

77.776 -21,56% 1.3 

0 NIA 1. 3 

77.776 -21.56% 1. 3 I 

2 1. 3 2 

0 - 4,5 3 

13.908 -13.62% 1,3,6 

22.534.35f 12.22% 1, 3, 6 

13.990 -12.86% l, 3, 6 

22.065.582 11.69% 1. 3, 6 

0 NIA 1, 3, 6 

0 NIA 1. 3, 6 

0 N/A 1. 3, 6 

0 N/A 1, 3, 6 

45.211 0.00% 1, 3, 6 

31,3K -1.249' l, 3, 6 

18.899' HGR 1, 3 4 

N/A NIA 
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I. CumMtttl'ff AdYH 

H. Kd.tcd Variables 

.. 
A Gt.iu 

8 Lids 

c 

Yucca slarcb 

Related Industries 

A) Glass lndusl 

8) I .ahd lndusl 

c 
D 

Rarrlen of Eatn 
Economies or Scale 

8) Produl'I Differenliation 

1i1al 

l.cvels or lnteanallon 

Horizontal 

Vertical 

•scale: "~nc=O, Low=l, Medium=2, Higb=l 

• 

No.of 

SuDDllen 

1 

1 

s 
va 

• 

Value 1991 

1.402.279 

1.612.620 

911.481 

NIA 
24S.J99 

• • • -· • 

Value 

al ... Footaote 

100% I 09' 5 
100% 0% 5 

0% 1. 2. 3 

Source Footnote 

Scale• Source Foo 

2 J, 2 3 

2 J. 7 3 

2 I, 2 3 

I I l, 2, 3 
I 

2 J, 2 3 

2 I. 2. 3 
3 

Scatle• Source Footnote 

3 2.3 
J. 2. 3 
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I. C.omDetltlve Adv.at• 

c. Qu•litatlve v.n.bles 

Strycture o[ Shire Ownership 0991) 

Family 

Few Slaan:boldcni 

Stod1. Markel 

Foreign Ownership 

Others: 

Owm:rship of Djstrjbution Channels 

Owned by Producer 

Owned bv lndenendent Enticies 

2. CoNPaantlve Adv11nt111!es 

Vari11bles 

Costs o[ Produl·tion 

P1in·s in $US/I< 

• 

•Annual compounded growlb ralc, in percent. 

• 

N11tionul 

Dut11 

NIA 
1,62 

• 

Growth* 

1919.91 

NIA 
21J,IJ2% 

lnt'I. 

U11t11 

NIA 
NIA 

• 

Yn 

x 

x 

Yi!li 

x 
x 

Gr·.1wth• 

1989·91 

• 

No 
x 

x 

No 

Source 

I. 2. 3 

• • • 

Source Foolnole 

2.J 
1. 2. J 6 

1. 2. J 

I. 2. 3 

Soun:e t'oolnole 

1. 2. 3 7 

I. 2. 3 7 

li'ootnote 

K 
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• 
3. Social Criteria M4i#-~&.,W:.fiil~::~~~~;;.,~ 

Variables T~ 

1"9-91 s.ru Fooeaote 

• Value Added: I 3 h. 2. 3. 7. s. 9' 

- . 
t: I s h.2.3. 1.s.9' 

SboH n:duc:tioa in dim:t 
. 

Dl levels • .. • 
Productivitv:hinh technolono levels achieved bv the association I '.? h.,1 .. ~9' 

• -· .J. ~ .. '"' .. 

• or presence of multinational finm dedicated IO the praparation of the product. lbe invcstmcnis made have 

mainlv been focused in new machineries and the development of hieher productivitv and qualitv in the 

production of raw materials. 

Per-Caoita Consumotion: I 3 h. 2. 3. 7. s. 9' 
It is bi"her than those achieved in other rountrics of the reeion due 10 the fact that ii bas a wider consumer 

• base, since it is also considered a dessert. 

#Tendency: Higb Growth= l, Med. Growth=2. Stable=3, Med. Contraction=4, Higb Conlraction=5 

• 4. Available Inronaatioa ., .. ·a.·1 , ..... .• ·c ... I ·~------
(1) CONAPRI Survev 1993: Yukerv Babvfoods 

(2) CONAPRI Survey 1993: Gerber Babvfoods (Corimon:Frica Group) 

(3} CONAPRI Survev 1993: Heinz Babvfoods 

• (4) Article from the tnalll!Zinc "Producto": Sept 1992 

(5} Article wbich aPOeared iJ1 the newsoaocr "Rcoorte": 01/15/93 

(6) Industry Surveys O.C.E.I. 1989-1991 

(7) Interview with Luis Avila: Viceoresident of Yukcrv 

(8) Interview with Fernando Pocatem: Markctio" M1012er for Heinz 

• (9) Iaterview with Norman K.ior. ~eral ManaR"Cr of Gerber 

• 

• 



• 

• Segment: 
Product: 

• Mo. Source 

1 (1,3) 

• 
2 (1,3) 

• 3 (4,5) 

• 
4 (1,3,6) 

• 
5 (1) 

• 
6 (1) 

• 
7 (1) • 

• 

Catalogue 

Proces.scd Tropical Fruits 
Baby Food 

Footnotes 

Observation 

Refers to investments only during 1991, which were generally designated 
to improve production processes and not to exp2lld installed capacity. In 
1992, Gerber invested US $5,000,000 in a new plant. 

Heinz and Gerber (produced by Yukery) Baby Foods participated, with a 
market share of 55 % and 45 % respectively . 

In 1992 three finns participated, due to the fact that in 1991 Gerber's 
production license expired for Yukery. Gerber Venezuela is created by 
the association of Gerber Products Corporation and the Corimon Group 
(whose subsidiary Frica is the leader in the Venezuelan juice market). 
The amount of the investment in Gerber de Venezuela was US$5,000,000, 
distributed in equal parts between the two partners. 
Meanwhile, Yukery launched it's own line of baby foods. 

This information refers solely to only one firm. Although the percentage 
invested in R&D is high, the absolute value of said invesunent is small . 

The glass jars are produced by Owens-Illinois, a finn which has between 
80% and 90% of the national market. The class jar produced by them is 
completely competitive with the cost of the same jars outside of 
Venezuela, but at times there are delivery problems, which affect 
production. 
Lids are manufactured by the •Tapa.s Corona• finn, which was recently 
acquired by Owens-Illinois. 

Yukery is a 100% Venezuelan company. 
Heinz is a company whose capital is 100% foreign (H.J. Heinz of the 
US). 
Gerber Venezuela is 50% national capital and 50% foreign capital. 

Yukery contrarts third parties to take care of its distribution. Heinz and 
Gerber use their own distribution channels and those of third parties. 

1 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

8 (1,2,3) Cost structure of the industry is approximately: 
Raw material: 35% (of which approximately 35% is imported) 
Packing material: 55 % 
Other: 10~ 

2 
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• Volume I Austin/Agro Invest 

• SECTION 2 ANALYSIS OF: 

MILLED RICE 

• 

• 

• Documents Attached: 

1) Catalogue of Venezuelan Industry, 1989-91 

2) Explanatory Footnotes 

• 3) International Industry Profile (text) 

4) Datasheet for International Industry Profile (tables and graphs) 

• 

• 

• 

• 
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• 

• 

• 

• 

• 

• 

• 

~ Food I.dasttv 
Sepnt: Rice Mills 
Proad: While rice 

A. Vaiallles 

Iovcstmenl5 (cumulative, 1989-91} 

local (US $) 

fo~ign (US S) 

Toaal (US$) 

Number of Pa rtjcipants 

f'lew Qzmnie £1989-91} 

Loe.al Sales 

Volume (MI) 

Value (SUS) 

Production 

Volume (Ml) 

Value (SUS) 

IDm!?m 
Volume (MI) 

Value (SUS) 

~ 
Volume (MI) 

Value (SUS) 

Qpacity 

Imtalled Mt 

Uttilized (%) 

Investment in R It P 
PerceDl of Total Investment 

Jnvrinmni in !2ii!V1!- !Jlionrcl1 
Percent of Total Investment 

HGR: Higb Growth Rate 

CATALOGUE 

'Growtla 
lt'1 19-91 Sotlrft Footaote 

NIA NIA 
NIA NIA 

12.7~.606 NIA 5, 10 1 

40 10 2 

3 NIA l. 5 3 

292.000 18.35% 1. 8,10 

95.728.453 28.41% 1. 8,10 

323.170 19,42% 1. 8,10 

107.111.788 29.99% 1, 8.10 

0 NIA 1.2.9 

0 NIA 1. 2, 9 

4 HGR 1. 2. 9 4 

5.000 HGR 1. 2. 9 

670.000 NIA 3 6 

a x70% NIA 3, 10 

N/A NIA s 7 

N/A NIA 10 8 
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I. ComDetltlve A.dvanta 

H. Kea.ted Variables 

Hlent 

Related Industries 

A) Animal Feed 

8) Transportation, elevators, silos (stora 

c 
D 

lt.rrien or Entry 

1it1l 

·~\"els or lnteeratlon 

Horizontal 

Vcrtkal 

•5'·ak: N1111c=O, l .• ow= I, McJium=2, ltigh=3 

• 

No.or 

Sunnllen 

NIA 
NIA 

• 

V11lue 1991 

NIA 
N/A 

• 

"' IAtelll 

NIA 
100% 

I 

• • • •• • 

V1llue 

"' lrHtd Source Footnote 

NIA 1 

0% 

Source Footnote 

1 

SCMI•. Source Fool note 
I 

2 1, 7.10 

I 1. 7. IO 

2 1. 7. 10 

2 1. 1. 10 I 9 

3 1 7. 10 

1. 7. 10 

Scale• Source Footnote 

7 

3 I. 7 HI 
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1. c.u .. ltdlllve Advanta 

C. Qualllllltlve Varlabla 

S!ruC"lurc of Share Ownership 0991) 

Family 

Few Shareholders 

Stock Markel 

Foreign Ownership 

Olbers: 

Owncfl! hip of Djs!rjbu!ion Cha nnc Is 

Owned by Producer 

2. ( ~unanarallve AdvanlaLoes 

v ... tables 

Cosls or Produl'tion in USSffM 

Prin·s in llSSffM 

• 

•Annual compounded growth nle, in perC"cnl. 

• • • 

N11tiunul Growth• lnt'I. 

U11ta 1989-91 ))11111 

389,50 N/A N/A 
520.m l6,IJH% 313,95 

• 

Yes 
x 
x 

x 

Yes 

x 
x 

Growth• 

1989-91 

NIA 

N/A 

No 

x 

No 

Soun:e 

3. 10 

I. 4 

• • • 

Sou"-• Footnote 

l. 7. 10 

l. 7. 10 

l. 7. 10 
l. '/. 10 

Source Footnote 

3. 7.10 11 

1.3.7.10 II 

Footnote 

12 

l3 
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3. Social Criteria ¥f:::& .. -!. . --~: ;:s~-=£,·_::.::c·:~~--- - - -· . -.... · -- ... -.---.'\.~--- .. ..:• - - ---- -· - -• Variables Tftlda~ 

1919-91 Somtt Foocnw 
Value Added: I 3 I 3 I 
"1'Jle rice nmcessi• i8dastrv's cost SbUdllrc ---- qaille .. imoortalll orooortion or raw 

• material. bv virtue or tbe low v;lue added which this activitv ~aerates .• 

F.mnlovment: I 1 I I s 
It slaows a llio lfOWtb rate {13.949') in direct emolovmeDl fortbc 1989-1991 ocriod . 

• Pmductivitv: I 2 I 1 I 14 

• Pcr-Caoita Consumntion: I 2 I l I 
Per apita comuml)lion passed from 12 h/hab in 1989 to 16.19 ke:lJab in 1991 

• #Tendency: High Growtb=l. Med. Growth=2. Stable=3, Med. Contraction=4. High Contractio'l=S 

4. Available Information U ·----..--·.-•' - . ~--= 
-.. .... ·~- ... ·- ..... ·. --~- .. 

------· --·- .. ------ -- - ---··-
(1) ASOVEMA: Venezuelan Associalion or Rice Mills 

(2) •workshop on Persocciives on ~culture and Livestock Development• MAC 

(3) •Bases for a Protmm of Reconversion of the Circuit of Human Cereals• Various Authors 

(4) •stuctv to Determine the Comoaralive Adv1nta2es of the Auicultural Sector in VeaemeJa• FCA-IICA 

(5) Press Article: Amoiavcst Newspaper Ubrarv 

(6) International Statistics Yearbook of the Central Bank of Venezuela 

(7) CONAPRI Survey 1993: Amcola A le B 

'8) Data OCEI 

(9) Forein Trade Yearbook 1989-1991 OCEI 

'10) Interview with Al'uro Anuio. Plann.init Manner Foods Divi~ion. Ernpresas Polar 
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• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Catalogue 

Segment: Rice Mills 
Product: White Rice 

Footnotes 

No. Source Observation 

1 (S,10) Figure refers to investments malized during 1991. The TCIP was not 
calculatr:d for 1989-91 because of the lack of figures for 1989. 

2 (10) 40 plants participate actively, of which 16 are truly important, given that 
the rest represent approximately 2 ~ of the market. 

3 (1,5) Three new firms are entering, of which only one is installing a new plant. 
The other two firms that are counted as new firms were acquisitions of 
already established plants. (Due to this, the TCIP could not be 
calculated.) 

4 (1,2,9) In 1992, exports to Colombia reached S0,000 metric tons. 

s (7,8) It is estimated that in acruality, direct employment is more than 1,500 
people. The industry has a low relationship with indirect jobs. 

6 (3) According to Polar's estimations, the industry is operating at 
approximately 70~ of its capacity, although the two Polar plants should 
be operating at a higher level of utilized capacity . 

7 (5) FONAIAP is working on improvements and on crossing varieties to obtain 
a seed that might produce 7,000 kg/hectare. 
Investment in R&D continues to be very low, and we still have a high 
dependency on foreign countries; nevertheless, the market is entering a 
stage in which this type of investment can be made, given that previously 
it was not necessary due to the underdevelopment of the market. 

8 (10) Investment in distribution channels is f'jgh; leadership is based on who 
dominates the distribution channels and marketing. The different groups 
are strengthening their sales forces. 

9 ( 1, 7, 10) At the level of small plants, there are dificulties in accessing capital, and 
producers are experiencing problems in financement for their working 
capital. nus problem is not present at the level of large prod:.icers . 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

10 (1, 7) Small plants arc vcrticaHy integrated going backwards, that is, from 
production of raw material up to processing, while the large groups are 
vertically integrated going forwards, that is, from processing up to 
distnbution channels. 

11 (3, 7, 10) The majority of the businesses contract their distribution channels, 
including those firms which rely on their own distribution channels . 

12 (3,10) A&roindustrial Sector 

Cost structure 
a) Cost of Raw MaieriaI - 70" 
b) Commercialization Margin - 12.S" 
c) Manufacturing and Administration Costs - 10" 
d) Industrial Utility - 5 9' 
c) Financial Costs - 2.59' 

Production Costs for 1991: 23,000 Bolivares/ton 

Primary Sector 

Cost structure - 1988: Cost structure - 1990: 
a) Mechanization a) Financial costs 
b) Harvest expenses b) Harvest expenses 
c) Pesticides c) Mechanization 
d) Seeds d) Pesticides 
e) Other - not specified 

Production Costs for 1988: 12,000 bolivares/hectare; 354.66 USS/hectare 
Production Costs for 1989: 30,000 bolivares/hectare; 631.18 USS/hectare 

TCI 1988-90: 35.729' (bolivares) 
21.189' (USS) 

2 
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• I 

• 

• 

• 

• 

• 

• 

• 

13 {1,4} 

14 (1,2,4) 

It is important to indicate that until 1991, prices were controlled by the 
Ministry of DevelopmenL 

1989 Price: IS bolivares/kg (0.38 USS/kg) 
1991 Price: 30 bolivares/kg (0.S2 USS/kg) 
TCI 89-91: 41.42-1 (bolivares) 

Refers to the natianal average. Yields of 6,000 kg/hectare have been 
rcached . 

3 
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INTERNATIONAL INDUSTRY PROFILE 

Industry: Cerca1s/mins 
Segment: _Ri_·ce ___ _ 
Products: Killed rice 

DEFINITION 

Rice has long been a saaple of Asian diets, and is quietly becoming so in Labn America and 
dsewhere as new technologies permit cultivation of the cereal in regions previously unsuitable. 
Paddy rice (threshed unmilled rice) is sent to the mills where it is hulled and polished. It may 
then be sold to consumers through a network of wholesale traders and retailers, or it may be 
further processed for use in other food products. Rice flour, for example, is used in baby food, 
noodles and rice cakes. In the U.S., dried rices are processed into prepared rices, which have 
been selling well as pan of the covenient food boom . 

WORLD DEMAND 

• Demand in i993 is forecast to be 354 million metric ton~ (mt), an increase of 83 over 
1989 . 

• Since 1991, growth in consumption has outpaced growth in production, leading to 
declines in the world's stocks of the grain 

• Demand for rice as an ingredient in other processed food products is also expo:ted to 
increase as baby food manufacturers increasingly penetrate the Latin American and 
F.astem European markets. 

• Health concerns in developed countries arc also likely to lead to continued demand for 
products such as rice calces and other low calorie items in which rice is a primary 
ingredient. 

• China, India and Indonesia together consume 66% of world rice production. 

PRODUCTION 

• World production totalled 514.9 million metric tons in 1992. 1993 production is 
expected to reach 515.5 m mt. 

• China is the largest producer in the world, followed by India and Indonesia (see table); 
these 3 accounted for 66 percent of toral world production in 1992193 
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• 
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• 

• 

• 

• 

• Brazil is the largest producer outside of Asia, contributing 10. l m mt to world 
production in 1988190. 

EXPORTS AND IMPORTS 

• Most rice is grown for domestic markets; of the more than 500 million mt of rough rice 
produced in 1993, only 14.5 million mt (milled) were exported. 

• Thailand is the world's largest exporter, with expected total exports of 4.4 million mt in 
1993 . 

• US rice production is small relative to the world total, yet the US is an important player 
in world markets because it exports over a third of its crop. 

• The Middle East is the chief importing region in the world, followed by Europe 
(particularly now F..astern Europe). A major supplier to many countries in the Middle 
E.ast, the U.S. supplied about 50 percent of Saudi Arabia's imports in 1992 . 

• Because Thailand and the U.S. together account for roughly 50 percent of world exports, 
shortages or domestic price fluctuations in these two countries lead to significant price 
fluctuations in expon prices. 

• Adv\!I'Se growing conditions in Thailand and stronger than expected domestic demand in 
the US led to tight exportable supplies in 1991, which in turn caused prices to surge 
significantly. 

• Price levels in 1992 were expected to continue higher than usual. Generally. US rice 
trades at $25-35 higher per metric ton than its Thai equivalent . 



• 
Data Sheet for International Section of Investor's ProfJles 

• Iadastry: Cerealslgrajns 

Se&aat: Rice 
Pndac:; Mill...--!Rice 

• 
1. Qiu 169.1 180.I 189.3 llS llS 3S.6t% 
2. India lOS.7 111.1 111 110.S 109.5 21.08% 

• 3. fDdopesia 42.3 44.7 45.2 47.7 47.4 9.12% 
4. 23.3 26.8 26.9 27.7 28.2 S.43% 
s. Thailand 21.3 20.2 17.3 20.4 20.2 3.89% 
6. Bmma 12.5 13.S 13.7 12.8 13 2.50% 

WORLD TOTAL 489 508.7 519.9 514.9 519.5 IOO.aG% 

• Percent Chan 4.03~. 2.20-t. -0.96% 0.89% 

Source: FAS; USDA 

• 
or consumers 

L China 121.6 123.1 126.8 126.8 129 36.44% 
2. IJJdia 65.1 71.2 73.3 15 75.4 21.30% 
3. Indonesia 28.2 28.2 29.9 29.7 30.3 8.56% • 4. 15.9 17.7 18.2 18.3 19.1 5.4091. 
5. Vietnam 
6. J 10 10 2.82% 

WORLD TOTAL 327.6 335.8 345.6 354 354 100.00-t. 

• Percent Chan 2.50-.4 2.92% 2.43% 0.00% 

Source: FAS; USDA 

• 

• 

• 



I· 
• 

• 6 3.9 4 4.& 4.4 30.34'Ye 
3 2.4 2.2 2.1 2.4 16.55% 

1.4 l.S 1 2 1.9 13.10% 
0.8 0.9 1.3 1.4 0.9 6.21% 
0.3 0.3 0.7 0.9 0.7 4.83% 

• WORLD TOTAL IS 12.2 12.8 IS.I 14.5 100.00% 
Percent Chan -l&.67% 4.92% 17.97% -3.9'79/o 

Source: FAS; USDA 

• 
Maior 1Jnoortin2 Countries 

I. EW"Ooeao Community 12 1.3 1.2 1.3 1.3 1.3 

• 2. Iran 0.9 0.6 I I 
3. Saudi Arabia 0.5 0.5 0.5 0.6 0.5 
4. Brazil 0.2 0.4 1 0.5 OA 
S. Nigeria 0.5 0.5 0.5 0.6 0.5 

WORLD TOTAL 15 12.2 12.8 IS.I 14.5 
Percent Change -18.67% 4.92% 17.97% -3.97% • 

Source: FAS; USDA 

• 

• 

• 

• 
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Wtrfd Bke Prtdgct1911293 

Source: Previous tables . 

Source: Previous tables . 

ladia 
21% 

World Rice Exports 1993 
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Production, Trade, and Apparent Consumptlf>n of White Rice In Selected Latin American Countrlea, 191111990 

Braz II 
Mexico 
Bolivia 
Colombia 
Ecuador 
Paraguay 
Peru 
Venezuela 

Costa Rica 
El Salvador 
Guatemala 
Honduras 
Nlccragua 
Panama 

Barbad'lS 
Cuba 
Dominican Republic 
Guyana 
Suriname 

Argentina 
Chile 
Uruguay 

Production 

6557 
319 
129 

1299 
559 

SS 
690 
237 

141 
39 
35 
30 
67 

123 

0 
330 
281 
126 
172 

293 
105 
311 

Consumption 

6768 
430 
128 

1283 
574 
55 

869 
262 

160 
49 
39 
34 

103 
123 

6 
557 
303 

76 
89 

221 
126 
37 

Net Exports/ (-Imports) 

-211 
-111 

1 
16 

-15 
0 

.179 
-25 

-19 
-10 
-4 
-4 

-36 
0 

-6 
-227 
-22 
50 
83 

72 
-21 
274 

Source: Centro Internacional de Agricultura Tropical (CIAT, Colombia) 

Per Capita Consumption (Kg) 

46 
s 

18 
40 
56 
13 
41 
14 

54 
9 
4 
7 

27 
52 

24 
53 
43 
98 

214 

7 
10 
12 

• • 


