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Country: Venezuela

Social and Economic Environment in Venezuela 

According to the World Bank, the population in Venezuela in 2004 was 26.1 million people, 64% of whom were between the ages of 15 and 64. The unemployment rate in 2002 was 15.8% of the total labor force according to the International Labour Organization. The World Bank also estimated that in 2000, 10% of the population lived on less than US$ 1 per day and 32% of the population on less than US$ 2per day. The GINI index was 0.49 in 1998, according to a World Bank database. 

The total net inflows of foreign direct investment in 2003, according to the World Bank, was US$ 2.52 billion. The World Bank estimates that Venezuela’s M2/GDP ratio was 0.18 in 2004 and the 2004 PPP adjusted GDP per capita in terms of current international dollars was $5,963, an 18.25% increase from $5,043 in 2003. The World Bank states that the informal economy in Venezuela accounted for 33.6% of GNI in 2003. In 2003, Venezuela received $82 million current international dollars in foreign aid and development assistance, according to the OECD.

There is no information available on worker’s remittances.

The currency of Venezuela is the Bolivar (VEB). The average exchange rate was VEB1160.95:US$1 in 2002, VEB1606.96:US$1 in 2003 and VEB891.33:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Venezuela will participate in the World Bank and IMF’s Financial Sector Assessment Program (FSAP). 

Doing Business in Venezuela

The World Bank uses several indicators to assess the business environment of a country. Based on 2005 World Bank statistics, in Venezuela, entrepreneurs can expect to go through 13 steps to launch a business over 116 days, on average, at a cost equal to 15.7% of gross national income (GNI) per capita. It requires seven steps and takes 33 days to register property. 

The disclosure index in Venezuela rates 3 on a scale of 0 to 10. In terms of the World Bank’s Credit Information Index rating, Venezuela scores 4 on a scale from 0 to10, compared with the regional average of 4.5 and OECD average of 5.0. According to the World Bank, the public credit registry covers 16.8% of adults.

Regulatory and Legal Environment in Venezuela

According to the World Bank, it takes 41 procedures and 445 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 28.7% of debt value. Filing bankruptcy takes about 4 years with a cost of 38% of estate value. The Recovery Rate in Venezuela is 0.061 per USD, compared with the regional average of 28.2 and OECD average of 73.5.

According to the World Bank “Bank Regulations and Supervision,” the Superintendence of Banks and Other Financial Institutions of Venezuela (SUDEBAN) is the institution that grants commercial banking licenses. The minimum capital entry requirements vary depending on whether banks are in the Metropolitan District of the City of Caracas.  If they have are in this region, the minimum capital entry is Bs16.000.000,00 (US$ 8,342.02). If the institution is out of the Metropolitan District of the City of Caracas, the amount changes to Bs 8.000.000,00 (US$ 4,171,01). These requirements are the same for foreign banks. Foreign entities enter through acquisition, or through establishing subsidiaries or branches in Venezuela.  Non-bank financial firms can own commercial banks as well as their shares. 

The Venezuelan Council for Investment Promotion (CONAPRI) is a non profit organization established in 1990 to promote private foreign investment. According to the CONAPRI, there are 4 main trading incentives in Venezuela: the Temporary Admission for Inward Processing (ATPA), which consists of suspension of payment of customs duties and VAT on imports of goods and inputs to be incorporated into the export product; the Drawback incentive; the Replacement of Inventories that permits duty-free import of merchandise that are used in the production of exported final goods and the Bonded Warehouses scheme. 

According to the CONAPRI, Venezuela is also a member of the Latin American Association for Integration (ALADI), the Andean Pact, and the Group of Three (G-3). Along with the rest of the countries in the region, Venezuela is part of the goods and services trading working committees focused on the creation of the Association of Free Trade in the Americas (ALCA) by the year 2005.

Microfinance Institutions (MFI) and Commercial Banks’ Involvement in Venezuela

According to SUDEBAN, in December 2004, there were 14 private commercial banks, 17 universal banks, 4 state-owned banks created by special law, 2 development banks (1 private, 1 state-owned), 5 investment banks (4 private, 1 state-owned), 2 private mortgage banks, 2 private credit and loan organizations, 2 private monetary funds and 1 state financial leasing institution in Venezuela. Total bank assets in 2004 amounted to US$ 27,977,140 and total of liabilities were US$ 24,296,420.00.

The MIX market has evaluated only one MFI from Venezuela: the Banco de la Gente Emprendedora (BanGente). According to the MIX market, in 2004 BanGente had a gross loan portfolio of US$ 12,610,155 and 14,211 active borrowers, of which 45% are women. The average loan balance is US$ 775 and the average first loan is US$ 885. BanGente is associated with ACCION International.

The World Council of Credit Unions does not have registrations of Credit Unions in Venezuela. 

According to The SEEP Network, the Red Estrategica para el Desarrollo Integral de la Microempresa (Redesarrollo) is the only microfinance network in Venezuela through the group that sponsors BanGente (Fundacion Eugenio Mendonza).

Activities of Venezuela’s National Committee
Venezuela is issuing a special publication on microcredit and increasing the amount of small loans to vulnerable groups, including indigenous communities. The State Industrial Bank has dedicated $65 million to financing microcredit in 2005. In addition, the country is promoting microfinance through the banking sector and mass media (visual and print). It is documenting the Year’s experiences and events through the production of a document and video.
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