
A consumption boom in Venezuela has spurred activity in the 
construction industry to one of the highest levels in years. Domestic 
cement consumption is growing rapidly, while externally, Venezuela 
continues to play an important role in regional trade. However, the 
government’s recent expropriation of one cement plant and the 
decision to set up two state-run cement plants to compete with 
existing private sector players has introduced a level of uncertainty 
and risk to current producers.

Venezuela is the world’s fi fth larg-
est oil exporter with the largest 
petroleum and mineral reserves 

in Latin America. Despite enormous 
potential the country has experienced a 
turbulent political and economic phase 
over the last fi ve years.

President Hugo Chavez, whose vic-
tory in the presidential poll in Decem-
ber 2006 extended his term of offi ce to 
2012, will continue to pursue a radical 
socialist economic policy centred on 
expanding the state-led development 
model.

The economy is now at the peak of 
an oil-fuelled boom and three years of 
strong recovery have passed since the 
2003 recession. In 2006, GDP grew at 
10.2 per cent. Nevertheless, the general 
outlook is less optimistic and there are 
now signs of the economy overheating. 
Massive oil earnings have propelled 

public spending, increasing liquidity 
by around 70 per cent in 2006. Infl ation 
is expected to surge to around 20 per 
cent by 2007 year end from an estimat-
ed 17.0 per cent for 2006, against a gov-
ernment target of 10 per cent, as a result 
of high liquidity growth and generous 
social spending.

The oil sector is expected to contract 
by 1.5 per cent, against a government 
growth target of six per cent, with 
many analysts voicing doubts over 
whether enough investment is reaching 
Venezuelan energy facilities. Chavez is 
pushing ahead with a raft of nation-
alisations that will reduce the stake of 
foreign majors in developing the heavy 
crude of the Orinoco belt.

Consumption
Cement demand grew by 22.2 per cent 
in 2005, refl ecting a relatively low base 

as well as the continued recovery of the 
economy on the back of high oil rev-
enues. Growth accelerated even further 
in 2006 when yoy demand increased by 
record levels of over 30 per cent, with 
domestic consumption rising to 5.7Mt. 
Estimated per capita consumption for 
2006 has reached 211kg, nearly double 
the fi gure of 116kg in 2003.

This is the result of a massive surge 
of construction over the last two years, 
with construction activity increasing by 
32.1 per cent in 2006 for the full year. 
In the last quarter of 2006, public sector 
construction activity rose 39.4 per cent, 
while a 36.1 per cent increase in resi-
dential buildings was also observed. 
Construction of non-residential struc-
tures expanded a massive 40.3 per cent 
over this period. Surprisingly, consider-
ing Chavez’s proclamation of support 
for the poor, this overall expansion of 
construction activity does not include 
the low income housing sector which 
still faces a defi cit of 1.8m units. 

Fondo de Desarrollo Nacional 
(FONDEN) has been set up to fi nance 
strategic development plans in such 
sectors as basic industries, oil, gas, 
physical infrastructure, transportation, 
and housing.

Ready-mix concrete market ac-
counts for only 11 per cent of cement 
consumption, with most construction 
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Geography

Area  912,050km2

Capital  Caracas

Demography

Population 27.0m
Density 30 inhab./km2

Urbanisation 88%
Offi cial language   Spanish

Economy

GDP per capita                     US$4810
Currency                     bolivar (VEB) 
Per capita cement
consumption   162kg
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