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PREFACE

The present study, conceived by the request of the Government of Venezuelato The
Government of Japan, was conducted by the Japan International Cooperation Agency
(JCA).

JCA sent a study team led by Mr. Masaaki Shiraishi, UNICO International Co.,
Ltd., to Venezuela four times between February and November 2001.

The study team discussed with government officials and other related parties,
conducted field surveys in the study area, analyzed the survey results, and developed a
set of proposals and recommendations, as compiled in this final report.

| sincerely hope that the report will contribute to the development of small- and
medium-sized enterprises as well as economic development in the country, as part of

the progressive relationship between the two countries, their governments and people.

| would like to express my gratitude to organizations and people who have extended
cooperation and support for this study.

December 2001

UEARAS

Takao Kawakami
President
Japan International Cooperation Agency
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We are pleased to submit a final report on the “Study on Promotion of Small and
Medium Enterprises in the Bolivarian Republic of Venezuela The report consists of:
proposals for overall promotion policies for small- and medium-sized enterprises;
proposals for promotion programs for four priority subsector, i.e.,, automotive parts,
plastics products, aluminum products, and information technology (software); and a
report on the venture capital development study that was conducted as a pilot project.

Venezuela, one of the leading oil producing countries in the world, is also endowed
with a variety of resources, including non-ferrous metal (bauxite, iron ore, coal, natural
gas, gold, silver and uranium), forest, agriculture, livestock farming, hydropower, and
tourism. However, the country’s economy is highly skewed toward the use of oil
resources and some sectors have still to enjoy benefits from the abundant resources, as
seen in various socioeconomic problems, including the increase in the number of
population in the poverty group due to increased inequality in income distribution, the
rise in unemployment rate due to the shortage of employment opportunity, and social
unrest.

The Chavez administration, which inaugurated in 1999, set forth SME promotion as
a major policy issue in the national economic development plan and enacted the SME
Promotion and Development Law in this November, followed by efforts to start creation
of an organization to implement systematic SME policies and programs.

In fact, the present study was conducted in conjunction with the first comprehensive
SME promotion efforts in the country. Furthermore, the study itself was positioned as a
critical SME promotion program in the national economic development plan.

The study was therefore started with high expectation for the JCA study team and
was conducted under an enthusiastic support from various departments of the central



government, local governments, and private organizations, including the provision of
important information and opinions. Throughout the study period, extensive discussion
was made on issues related to legislation and policymaking by the Venezuelan
government, and recommendations made in the report have led to the formation of the
basic framework for the country’s SME development strategy.

Finally, we would like to express our gratitude to JCA, the Ministry of Foreign
Affairs, the Ministry of Economy and Industry, the Japanese Embassy in Venezuela,
and other organizations and individuals for their guidance and support. At the same
time, we would like to acknowledge cooperation and support we have obtained from the
Vice Prime Minister’s Office, the Ministry of Planning and Development, the Ministry
of Finance, the Ministry of Science and Technology, the Ministry of Infrastructure,
other government organizations, development corporaions, state government
organizations, local governments, trade organizations, universities, the Venezuelan
Embassy in Japan, and many others.

Respectfully submitted

oA

Masaaki ?-HIF'.A['?-I-II—"—-"‘—'-:

Team Leader,

Study on Promotion of Small and Medium Enterprises
in the Bolivarian Republic of Venezucla



INTRODUCTION

This report contains proposals and recommendations for promotion of small- and
medium-sized enterprises (SMES) in Venezuela, as compiled from the results of the
extensive study conducted over the past eleven months since February 2001, including
four field surveys covering various parts of the country.

At present, Venezuela is undertaking the series of economic reformsin line with the
visions set forth in the long-term economic plan of the Chavez administration. Under
the slogan of “decentralization”, the country strives to improve its industrial structure
and revitalize regional economy. And promotion of SMEs is positioned as one of the
major development goals. We believe that it is the time for the Venezuelan economy to
implement the bold structura reform initiative as oil prices remain at relatively high
levels.

Venezuela is a country known for its abundant natural resources. We have also
reaffirmed, throughout the present study, that the country is endowed with human
resources, including great development potential. The country needs the infrastructure
to ensure the effective use of domestic resources for healthy development of the
national economy, and national policy to encourage active participation of people in the
development process by providing proper incentives according to an appropriate
development guideline.

Now, the Venezuelan economy appears to go strong as supported by the oil industry
that grows firmly. However, it still has a number of uncertain factors that could lead to
socioeconomic instability, including poverty and unemployment. The government is
fully aware of the situation and has been making earnest effortsto ameliorate the social
problems by giving priority to promotion of SMEs in the manufacturing sector. In fact,
SME promotion policy in the country has entered a full implementation stage very
recently as the government established a basic policy framework by enacting the law to
promote development of SMEs, and the present study is expected to provide useful
input and impetus to policy implementation, as we have found through discussion with
the government, private enterprises and other organizations.

The study team had the extensive talks with the central and local governments,
related public and private organizations, business enterprises, and regional development
corporations, in an attempt to develop a workable and realistic plan that reflects local



conditions as far as possible. We are pleased to present the draft plan for your review
and comment.

The present study has progressed smoothly, thanks to close cooperation of excellent
staff in the Ministry of Production and Trade, under the leadership of Vice Minister and
Director General of Industrial Development Department. At the same time, we would
like to express our gratitude to close cooperation and earnest support from the Vice
Prime Minister’s Office, the Ministry of Planning and Development, the Ministry of
Finance, the Ministry of Science and Technology, the Ministry of Infrastructure, the
Ministry of Environmental Resources, the Ministry of Energy and Mining, and other
government organizations, development corporations, state government organizations,
local governments, trade organizations, universities, and many others.

Masaaki SHIRAISHI

Team Leader,

Study on Promotion of Small and Medium Enterprisesin
the Bolivarian Republic of Venezuela
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