US DA Foreign Agricultural Service
—— GAIN Report
- Globa Agriculture Information Network

Required Report - public distribution Date: 03/22/2001
GAIN Report #DR1011

Dominican Republic

HRI Food Service Sector

Hotel, Restaurant, Institutional (HRI) Food Service
Sector Report

2001

Approved by:

Kevin N. Smith

U.S. Embassy, Santo Domingo
Prepared by:

Grupo Consultivo Megavison/

Wagner A. Méndez

Report Highlights:

The Dominican Hotel, Restaur ant, I nstitutional (HRI) Food Ser vice Sector isan attractive
mar ket for imported food and bever ages. ThisSector providesnearly 30% of theforeign
exchange generated by the country. Average growth rate during thelast five yearshas
been 9.67% and the Dominican Republic is one of the main tourist destinationsin the
Caribbean.

Includes PSD changes: No
Includes Trade Matrix: No
Annual Report

Santo Domingo [DR1], DR



GAIN Report #DR1011 Pagelof 7

HOTEL, RESTAURANT, INSTITUTIONAL (HRI)
FOOD SERVICE SECTOR REPORT

I. MARKET SUMMARY

The Hotd, Restaurants, and Ingtitutional Food Service Sector has great potentia for imported food and
beverages in the Dominican Republic. This sector aready provides nearly 30% of the foreign exchange
generated by the country. The average growth rate during the last five years has been 9.67% .

The Dominican Republic is one of the main tourist destinationsin the Caribbean region, with 49,410 hotel
rooms at the end of 1999. The average annua growth rateis 3,387 rooms (11.29%) during thelast five
years. Occupation rates have remained steady at about 83%. In 1999, morethan 2,147,742 foreigners
vigted the country by air. European tourists comprised 46%, North Americans, 27% (20% from the
United States, 6.6% from Canada and 0.5% from Mexico); South Americans, 5.8%; and Central
Americans and Caribbeans 2%.

The importance of the food service industry has aso been influenced by the economic growth of the
country. It has been one of the best not only in Latin America, but dso worldwide, with an average annud
growthof 8% duringthelast 5years. This, dong with changesin the consumption habits of consumersand
the increased participation of women in the workforce (implying a greater need to consume food outside
of the home), demondtrates the growth in this sector.

Consumption of food and drinksin the Dominican Republic’ snon-tourist sector was estimated at US$700
millionin 1999. For thetourigt sector (al-inclusive hotels) it is estimated that consumption was US$320.2
millionfor the same year. Therefore, it could be estimated that the final value of dl food and beverages
consumed in the country in the HRI sector in 1999 was over US$1.0 hillion. The amount estimated for
1991 was US$408.6 million. Thisrepresents an average growth rate of 18 % per year during thelast eight
years.

In the restaurant sub-sector, the largest growing arealis fast food. Foreign fast food chains, mostly from
the United States, sarted in the Dominican Republic Sx years ago and have been very well received by
Dominicans. Over 40 of these establishments have been opened, mostly inthe cities of Santo Domingo and
Santiago. Furthermore, the trend towards eating out has led many loca establishments to open small
restaurants, independent cafeterias, cafeterias located indde businesses, and cafeterias in supermarkets.
These establishments provide local food, sandwiches, and snacks at affordable prices to working class
Dominicans.

Itisestimated that about 45% of the total food and drink consumed in the country isimported. About 53%
of the imported products are from the United States. The percentage is higher in the HRI sector, where
there is a preference for imported food products due to a perception that these are of better quality.
However, it isimportant to note that the country's food processing industry isincreasing its efficiency and
comptitiveness. This means that the percentage growth of finished food product imports may trall off,
however, ingredient imports will probably increase.
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Some of the macro-economic factors which affect the food service market are the following:

>

Economic Growth. - The Dominican economy has grown more than 8% annudly over thelast five
years. Tourism has been one of the mogt influentid factors on this growth.,

Growth in the number of women in the workforce - Over 40% of women are in the labor force.
This resultsin higher demand for food outside the home.

Increase of per capitaincome in the country.

Vacations. - Dominicans are taking more vacations in country. Thisimplies an increase in food
consumption from HRIs.

Menu diversfication. - Dominicans are internationdizing their consumption habits. There is an
increase in the consumption of pizzas, hamburgers and other types of fast food. In addition, most
restaurants in the country offer dishes with imported mests, fish, and other sea foods.

Advantages and Challenges Facing U.S. Productsin the Dominican Republic

Advantages Challenges

The growth of tourism in the country, impliesa] » The local Dominican food industry is becoming
greater demand for imported products, which are more efficient and morecompetitiveasitintegrates
perceived as high quality products. new technol ogy and machinery intoitsproduction
American culture has a great influence on the processes.

Dominican Republic. This has been conveyed| > Globalization and the influence of the mass media

through the bilateral relationsover several years,
the large number of Dominicans living in the
United States, and the influence of mass media
such ascable TV.

Fast food chains and other types of restaurants
fromthe U.S. are becoming more popular in the
country.

US suppliers can supply products with
consistent and reliable quality and quantity.
The number of North American tourists visiting
the country has been growing over the years
and this trend is expected to continue as trade
relations increase between both countries.

have given Dominicans access to other cultures,
such as European, Asian, and South American.
These different cultures have influence over
consumption habitsand thedemandfor foodsfrom
those countries.

The prices of products offered in fast food
restaurants of US origin are higher in the
Dominican Republic than in the United States

In the Dominican Republic there still exist some
tariff and non-tariff barriers that affect food
imports.

The Dominican Republic just signed a free trade
agreement with the other Caribbean countries,
which will increase trade within this area, possibly
at the expense of U.S. exports.

ROAD MAP FOR MARKET ENTRY

A. ENTRY STRATEGY

The best way to enter the Food Service Market in the Dominican Republic is through a locd
representative, except inthe case of fast food chainsfrom the United States, which usudly import their own
products and ingredients. Some purchasing agentsfor hotels and restaurants have stated that they are not
interested in getting involved in the import business. They would rather buy from ardiable loca supplier.
Due to the growth of tourism in the Dominican Republic, the number of businesses specidized inimporting
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food and drinks hasincreased. These businesses supply most of the hotels and restaurants in the country.

The success of a new product will not only depend on the product itself, but aso on the local
representative's understanding of the market and his relationship with purchasing agents of different
edtablishments. For purchasing agents, fundamentd criteriafor making purchases include product quality,
prices and services.

B. MARKET STRUCTURE

As the tourism sector grows, the supply system for hotel's and restaurants has been changing. Previoudy,
it was difficult for hotds and restaurantsto get high quaity products. They had to either import directly or
rely on loca supplierswho did not guarantee the quality and quantity necessary. Even 0, at the beginning
of the year 2000, over 50 businesses were competing to supply products to this market. The FAS office
in Santo Domingo has alist for hotels and restaurants suppliers.

Restaurants
Institutions

The mgjor changes in food demand experienced by hotels and resorts over the last five years are the
falowing:

> 80% of hotelsin the country are resort-style, which are dl-inclusive. Offering ardetively low dl-
indugve price leads hotels to try to reduce the costs of the food they offer. However, some
suppliers say that the insstence on high qudity products remains unchanged.

> Tour operators have put restrictions on hotels regarding the quality of the foods they offer to the
point of widding influence over the type of supplier used. Tour operators have required that firms
be contracted to certify suppliers quality control practices in order to guarantee the quality of
products used in hotels.

> Loca competition has increased substantially due to increases in product qudity. It is estimated
that 70% of food is produced locally.
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> There isatrend towards using semi-processed products in order to reduce costs.

Loca products are mostly handled through the same di stribution channel s asimported goods. Someloca
producers have approached distributors or intermediaries that are specidized in this market to try to
introduce their products. However, some of the country's largest businesses prefer to sdll directly to this
sector, avoiding having to depend on intermediaries to introduce new products when necessary.

Usudly, intermediaries who handle products for this sector are specidized by area. Asaresult, thereare
suppliers specidizing in meats, fish and seafood, frozen vegetables, ice creams, fruit juices and acohalic
beverages. However, there are aso some suppliers who deal with avariety of these categories. Most of
these intermediaries function as wholesde importers, who handle other types of products and foods that
they sdl to supermarkets and to the country's traditiond system of food digtribution.  Also, some
intermediaries belong to loca processing businesses that round out their product line with other imported
products. Furthermore, some loca processors are trying to strengthen their distribution system including
imported products.

C. SUB-SECTOR PROFILES

1. Hotelsand Resorts
COMPANY PROFILES

Name of Locations Number of Total Purchasing
Hotel/Resort Hotels Rooms Agent
Renaissance Santo Domingo 1 293 Importer / Direct

Jaragua
Barcel6 Hotdls Santo Domingo/ Juan Dolio/ 9 2,963 Importer / Direct

Bébaro
RIU Punta Cana/Arena Gorda/ Puerto 7 4,382 Importer / Direct
Plata/ Bavaro
Allegro Resorts | PlayaDorada/ Cabezade Toro/ 4 Importer / Direct
Punta Cana/ Bavaro
Occidental Hotels | Santo Domingo/ Las Pascualas/ 9 2,833 Importer / Direct
Sosua/ Las Terrenas
| berostar Arena Gorda/ Puerto Plata 4 1,918 | Importer/ Direct
FiestaHotels Santo Domingo / Babaro 2 1,398 Importer / Direct
Meia Punta Cana/ Santo Domingo/ 5 2,311 Importer / Direct
Bévaral Juan Dolio
AMHSA HOTELS| LaRomana/ Barahona/ Playa 5 1,492 Importer / Direct
Dorada/ Sosual Cabarete
CasaMarina Juan Dolio/ Samana 5 1,466 Import / Direct
LTI Punta Cana/ Sosta/ Bavaro 3 1,680 Importer

The hotdl sector isthelargest market ssgment in thisareadue to the fast growth of tourism. Theincreasing
worldwide recognition the Dominican Republic gains from its sustained economic growth makesit amore
attractive destination for fairs, conferences, conventions and internationa events. Thesefactors contribute
to increase the flow of business people to the country. The fact that the hotel sector is seeking ways to
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reduce costs and is receptive to using pre-cooked foods presents a great opportunity for exporters from
the United States.

2. Restaurants

Although the Dominican Republic hasrestaurantsthat specidizein dl typesof locd and internationd foods,
these only function aschainsin the case of fast food restaurants. Sometraditiond restaurantsand Western-
syle family restaurants may expand to two locations, usudly both located in Santo Domingo. Only one
restaurant based in Santo Domingo has another establishment in Santiago, the second largest city in the
country.

Restaurants offer good opportunitiesfor exportersfrom the United States. They arevery receptivetousing
imported foods astheir menusare more oriented towardsinternationa dishes. Theserestaurants use many
imported products, including beef, fish and seafood, pasta, French-fries, and hams.

Since these restaurants do not function as chains, and each restaurant's purchase issmal, the best way to
sl to them s through aloca intermediary specidized in thistype of business. For this reason it may be
difficult to export directly to therestaurant. Following areexamplesof upscale and/or fast food restaurants.
However, these are not the typical restaurants.

RESTAURANT COMPANY PROFILES

Name of Type L ocations Number of Purchasing Agent
Restaur ant Outlets
Vesuvio Traditional Santo Domingo 2 Distributor / Wholesaler
Family type
Rancho Steak Western Santo Domingo, Santiago 2 Distributor / Wholesaler
House Cafe
Burger King Fast Food Santo Domingo, Santiago, 20 Direct
San Francisco
McDonalds Fast Food Santo Domingo, Santiago 10 Direct
Wendy’s Fast Food Santo Domingo 3 Direct
Kentucky Fried Fast Food, Santo Domingo 4 Direct
Chicken Internet Sales
Domino's Pizza Fast Food Santo Domingo, Santiago 6 Direct
PizzaHut Fast Food, Santo Domingo, Santiago 6 Direct
Internet Sales
Taco Bell Fast Food Santo Domingo, Santiago 3 Direct

Fast food restaurants are the fastest growing part of the food service industry. In the last few years, the
entry of foreign fast food chains has spurred the development of loca businesses dedicated to this activity
athough they tend to specidize in loca popular foods. The foreign fast food chains offer good
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opportunities to US exporters because most of their products are imported. Many of them import their
own products, primarily in the case of hamburger, meets, chickens, potatoes, saucesand ice creams. They
use loca ingredients for fresh vegetables and bread.

Inthelast five years, morethan 10 internationd fast food chains have been established in the country. They
have opened more than 50 outlets, primarily in the cities of Santo Domingo and Santiago. Among these
chains are Burger King, McDonads, Wendy' s, Kentucky Fried Chicken, PizzaHut, Domino's Pizza, and
Taco Bdll.

3. Ingtitutions

In generd, businesses (cafeterias and restaurants) that supply food to ingtitutions or that manage their
cafeterias are dl independently run. The handling of food in prisons and public hospita's has not been
privatized. Some free zones at industrid parks have begun to instal cafeterias to offer food to their
employees. One of the main objectives of these cafeterias is to offer inexpensive food of an acceptable
qudity to employees. Thisimplies that food costs must remain as low as possible. These cafeterias are
more oriented to serving traditiond dishes, with over 90% of ingredients being produced locdly. In this
category there is limited opportunity for US exporters unless items are offered at cut rate prices. Still,
government run indtitutions will tend to support the local agricultura sector by purchasing locdly. Efforts
should be made to work through alocd intermediary.

[1l. COMPETITION

The mgor competition for US suppliers in the Dominican Republic is loca producers. With an
improvement in production processes nationwide aong with rdatively high import tariffs, some locd
products have competitive advantages. Even so, partly due to the large growth in tourism, food imports
have increased in recent years in this sector.

Countries such as Indig, Thailand and China are the biggest competitors for fish and seafood. Argentina
isthe largest competitor for mests.

Vv BEST PRODUCT PROSPECTS

A. Products Present in the Market Which have Good Sales Potential

In the country's hotels and restaurants there is a high demand for specid cuts of imported beef and ved.

They are offered asvery specid dishes. Whilesomeloca suppliersmake an effort to supply quality meets,
imported meets are preferred.  Wines, cheeses, poultry, and fruit concentrates dso have good potentid.

B. Products Not Present in Significant Quantities but Which have Good Sales Potential
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FHsh and seafood condtitute the only category which can be difficult to buy, even when a variety of
suppliersare available. Although the Dominican Republic is an idand, fishing has not been developed to
meet the locd demand. This demand comes mainly from hotels and restaurants.

C. Products Not Present Because They Face Significant Barriers

Though these products are available, the Dominican Republic seeksto protect itslocal agricultural sector
and has made the import of certain products difficult. These include pork, poultry, onions, milk powder,
garlic, dried beans, rice, and sugar.

V. KEY CONTACTSAND FURTHER INFORMATION

If you have any questions or commentsregarding thisreport or need ass stance exporting to the Dominican
Republic, please contact us at:

FOREIGN AGRICULTURAL SERVICE
Ave. Pedro H. Urea#133, La Esperilla
Santo Domingo, Dominican Republic

Phone: (809) 227-0112

Fax: (809) 732-9454

E-mail: AgSantoDomingo@fas.usda.gov
Home page: http:/Mmww.usemb.gov.do/fas.htm

Asociaciéon Nacional de Hotelesy Restautantes (ASONAHORES)
Ave. Mexico #66

Santo Domingo, DR

Tel. (809) 685-9054/5244

Fax (809) 685-6752

E-mall: asonahores@codetel .net.do

Home Page: www.drhotels.com

Contact: Ramon Rodriguez, Executive Director
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