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	Venezuela is a country marked by great natural resources and high levels of poverty—47 % lived beneath the poverty line in 1998. 80% of the country’s export revenues derive from its large oil reserves.
 Venezuela’s real per capita GDP had been in steep decline since the 1960s; by 1985 it was a whopping 25% less than it had been in 1973, when the oil boom began.

Significantly, between 1980 and 1990, Venezuela exhibited (along with Argentina and Brazil) the most dramatic increases in urban poverty in Latin America.  In this atmosphere, by July 1994, some 35% of Venezuelans polled expressed support for President Rafael Caldera to dissolve Venezuela’s Congress, while 29% went so far as to support a military uprising by Lt. Col. Hugo Chavez Frias, who had led an abortive coup in February 1992.

Trying to shore up what was perceived as an economy rife with corruption, interventionist measures instituted in late 1994 were followed by a moderately orthodox "Stabilization and Economic Recovery Program." The goals of the reform were: (1) to hold 1994 inflation to 65%; (2) to reduce price increases in 1995 to less than 30%; (3) to reduce the fiscal deficit to around 2.5% in 1994; (4) to achieve fiscal equilibrium in 1995, and (5) to achieve 2% growth of the GDP in 1995. In fact, however, inflation reached 70.6% in 1994, and the country’s 1995 fiscal deficit was estimated to be 15.2% of GDP.
 

In 1997, Hugo Chavez, who had led the failed 1992 coup attempt, returned to Venezuelan politics. A fiery populist, Chavez campaigned on a platform of “heroic” economic nationalism, decrying foreign interference in Latin American affairs and corruption in the country’s wealthy elite. At one point in the campaign, he described Venezuelan oil executives as living in "luxury chalets where they perform orgies, drinking whisky."

Chavez has adopted unique economic (and political) strategies. Whereas most of Latin America’s Leftist presidents today have built coalitions with their countries’ business leaders, Chavez remained a fiery rhetorician regarding neoliberal policies. He summed up his disdain about the post-Cold War economic order in a speech in Caracas:

All [the] struggles, ideas and proposals [of the South] sunk in the Neo-liberal Flood and the world began to witness the so-called “end of History” and the triumphant chant of the Neo-liberal Globalization, which today, besides an objective reality, is a weapon of manipulation intended to force us to passiveness in the face of an Economic World Order that excludes our South countries and condemns them to the never-ending role of producers of wealth and recipients of leftovers.

Globalization has not brought the so-called interdependence, but an increase in dependency. Instead of wealth globalization, there is poverty wide spreading. Development has not become general, or been shared. To the contrary, the abysm between North and South is now so huge, that the unsustainability of the current economic order and the blindness of the people who try to justify continuing to enjoy opulence and waste, are evident.

As one might expect, Chavez’s heated rhetoric alienated both Venezuela’s business leaders and the majority of the international economic community. In 2002, Venezuela’s business interests staged a series of “popular” disruptions in the country’s oil sector, culminating eventually in a two-day coup against Chavez. 

Chavez has consistently accused the United States of being behind the coup, a charge the State Department has dismissed as “preposterous.” Nonetheless, strains between the two countries have escalated, with Chavez publicly calling President George W. Bush an unstatesman-like epithet and National Security Advisor Condoleezza Rice a “meddling illiterate.” In response, Secretary of State Colin Powell condemned Chavez for speaking out in an “irresponsible manner.”

At the Organization of American States (OAS), U.S. envoy Roger Noriega, a long-time Latin America hand at the U.S. state Department, expressed concern with Chavez’s government:

[There has] emerged a disturbing series of events that raises questions about the Government of Venezuela's commitment to honoring … non-violence…

[On] February 19, Venezuelan authorities arrested and detained opposition leader Carlos Fernandez, the President of the Venezuelan Chamber of Commerce (FEDECAMERAS), and issued arrest orders for opposition leader Carlos Ortega, the President of the Confederation of Venezuelan Workers (CTV). President Chavez noted that this was a judicial measure, but nonetheless characterized Mr. Fernandez as a "terrorist."

Four days later, on February 23, President Chavez sharply criticized the Governments of Spain, Colombia, and the United States, and admonished all of the countries of this continent to "stop meddling" in Venezuela's internal affairs. President Chavez also used the media to send a message to our Secretary General -- who has spent the past four months arduously and delicately trying to facilitate dialogue in Venezuela's polarized, political environment -- that he was "out of line" and should keep his place….There can be little doubt that President Chavez' belligerent rhetoric has contributed to a climate of tension that does not contribute to the search for a peaceful solution.

Allegations against Chavez have included: that he harbored terrorists; that he was forging close ties to Saddam Hussein and that he wants to establish a “Cuba-style” Socialist government. 

However, Chavez remains highly popular with ordinary Venezuelans, as evidenced by his victory in the August 2004 recall election coordinated by the opposition. His popularity, analysts agree, is the result of his focus on poor, previously marginalized sectors of Venezuela, which he has lavished with significant social spending (from high oil revenues) unseen previously in Latin America.

As basic as they are massive, his social programs comprise of literacy missions, primary and secondary education, employment opportunities, affordable food, medicines and health care for the destitute, and social security for "un-waged" women who head 65% of Venezuela's households.

Over 250,000 drop-outs now have access to secondary education. There are 11,000 more neighborhood clinics in the shanty towns that surround Venezuela’s urban centers. President Chavez describes his government's agenda as "people empowerment;" the "pueblo protagonico."

He has instituted land reforms: from 6 February 2003 to the end of December over 2,262,000 hectares (about 5.6 million acres) of underutilized lands were distributed to over 116,000 families. 

Another project has taught 1.2 million adults to read and write. All of these programs, known collectively as the Vuelvan Caras Mission - a term virtually impossible to translate - connects these programes in a project “to transform the nation’s economic, social and cultural structures by promoting ‘poles of endogenous development’ using local resources, sustainable techniques and cooperative organisation, with public support and investment derived from oil revenue.”

Critics argue that Chavez is buying votes from Venezuela’s poor, and that these social investments are not sustainable. While the IMF predicted that Venezuela would lead the Western Hemisphere with 8.8% GNP growth in 2004, there is some validity to the argument as much of that revenue is due to unusually high oil prices.
	


Questions:

a. Do you think Chavez’s programs are sustainable?

b. Will his rhetoric and strained ties to Washington cost Venezuela foreign investment?

c. Are his ties with Cuba dangerous for the US?  For the Region?
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