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DATE 

Augo 13 
{Tues.) 

Aug . 14 
(H~d.) 

( 

ug. lS 
(Thurs.) 

TIKS 

ilf! 
21S~ 

0800 

090C 

lOlS 

1100 

/)A 

1230 

lSOO 

1800 

1930 

0930 
1350 

. I'l'Th~R.A_qy 

VIS IT TO VEHEZ1.i"ELP~ - AUGUST 13 TO lMS: l9}ld_ 

Dep..qrt ._lashing ton (Dulles) 
Arrive Car ~-:..ce.s 

Neeting "'.-ri th t he MLYlister o.f Plar~nL~ and 
G,ovcrnor of t\~ B,s.:c i:> ~ ~:-· . C---::.ers :..n:~.:-~ P..-:,dr.lguez 

Sig!l~ture of Aweet.~nt. r:J.+ h the JenezuelaJl 
Investment l'und ·· I·feett:1g ~r:l..t.h the P:-·esident 
and Directors of the VIF. President of VIF' 
will sign. 

Signqture of Agreement ~r.ith the Central Bank: 
( Fiscal Agent Agreer'lent). ?-.!'eside!lt of Centre~ 
Ban}~ lvill sig!1 . 

Heetir:g ~-rith the President of the Republic in 
President 1 s Office 
~ 

J;.·uncheon hosted by the Oovernor of the Bank, Hr . 
Gm·ersindo Rod~iguez. iinisters dealing with 
economic matters will attendo 

·Meeting with high level members of the central 
GoYernment and autonomous agencies to discuss areas 
of possible venezuela/Bank cooperation and Bank 
technical assistance to Venezuela . }feeting to be 
held in the Planning ML"'l.istry - CORDIFL.PJ.J o (Joint 
statement on Program of ~echnical Cooperation may 
be issued after the mee.tj TJg)" 

Meeting wite ~he Minister of Finance aDd Alternate 
Governor of the Bank, ~tr. Hector Hurtadoo 

Cocktail-party hosted by the President of the 
Venezuelan Investment Fund.. (Circulo Hili tar) 

Depart Caracas 
Arrive Washington (Dulles) 

TiL 753 ( DC-8) 
I-i ~ ... l -r,or~ ::~tel 

VA 7S2 (DC-8) 



DATE 

Aug. 13 
(Tues.) 

Aug. 14 
(Wed.) 

Aug. 15 
(Thurs.) 

TIME 

1713 
2155 

VIS IT TO VEiTEZUELP .. - AUGUST 13 TO 15, 1971~ 

Depart Hashington (Dulles) 
Arrive Caracas 

Meeting with the Mi~ister of Planning and 
Governor of the Bank, Mr. Gumersindo Rodriguez 

0930 Signature of the Agreement with the Vene~uelan 
Investment J:iund - Meeting with the President · 
and Directors of the VIF. 

1100 Heeting with the President of the Republic in 
the President's Office 

1230 Luncheon hosted by the Governor of the Bank, I'1r .. 

1430 

Gumersindo Rodriguezo Ministers dealing with 
economic matters ~dll attend 

Meeting 'tvith the President of the Central Bank, 
Mr. Alfredo Lafee 

REMARKS 

VA 753 (DC-8) 
Hilton Hotel 

1500 Heeting with high level members of the central 
Government and autonomous agencies to discuss areas 
of possible Venezuela/Bank operation and Bank 
technical assistance to Ven,zuela ( speech not ex­
pected). Meeting to be held in the Planning 
Ministry - CORDIPLAN 

1800 Meeting with the l1ini. ster of Finance and Alternate 
Governor of the Bank, }~. H~ctor Hurtado 

1930 Cocktail-party hosted by the President of the 
Venezuelan Investment Fund. (Circulo Hilitar ) 

0930 
1350 

Depart Caracas 
Arrive W shington (Dulles) 

VA 752 (DC-8) 

NOTE: Program as of August 9, 197}4- trB.nsmitted fron' Caracas by 11ro Roberto 
Gonzalez-Cofifio, Chief, Venczuela/Rcuador Division. 
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DRAFT 

AIRPORT STATZHENT 

This is my second visit to Venezuela as Pr~side~t of the World 

Banko · Many dramatic events in the world econo~ ·have occurred since I w~s 

here in December 1969 and our own relations with Venezuela have moved i nto 

a new p.hase • 

The '' Bank's main fun ction is to assist member countries in their 

development efforts. We have been involved ' in several aspects of Venezuelats 

development, and expect to continue doing so. 

Our cooperation with Venezuela will be under different 

circlli~stances, however. ft~though it still req~ires substantial investments 

to strengthen and accelerate its development, Venezuela does not need an.infl~w 

of external capital. But Venezuela is expec~ed to continue to .borrow from the 

Bank because of the non-financial aspects associated with Bank lending in the 

way of broad technical assistance. 

At the same time the Bank is expected to receive funds from 

Venezuela. Thus, we will be joining forces to work together in assisting other 

Bank member nation~ which are feeling the impact of recent developments in 

such a w~ that makes it imperative to provide them with increased financial 

assistance. 

Venezuela is in a position to do so on its own in association 

with finance institutions such as the World Bank. Your country has already 

begun supporting the Bank's efforts to maintain and expand its assistance 

. . . 
.. "" "· ., • • • • • • •• ' 0 • • ~ • •• • . ·.. • ~; • • .. : .::;;,_ .:.. : .• 
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to needy developing countries. Last March, the Bank was authorized by 

your Government to place an issue with a _group of Venez~l~ banks for 

a total of Bs. 100 million . 
- . "" 

. . .... 
I look forward t o IrrJ meetings and talks vii th President Carlos 

Andr~s P~rez and leaders of your Government. I believe that our contacts 

will result in strong and mutually beneficial relationships to further 

what I am sure will become our common endeavor to help others in the 

family of nations who need our joint aido 

(Until after my conversations with the President of the Repuplic, I will 
not make any other statement) 

_ .. 

; _ . . : . . : . . 
0 . • _. 

• 

, .... : ;~ 
.·J • ... ~~'· • • __ J,' 
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DRAFT 

STATEMENT BO:ffiOWlllG OOCITMENTS 

(Salutations, as appropriate) 

. .. \ ·"' 

.. 
The signing of these documents constitutes the begL~ing of a new 

and hi stori cal phase in the long and frui t ful r el ations between Venezuela ru1d 

the Bank. It marks t he decision of Venezuel a to as sume a major role a...-r.1ong oil 

exporting countrie s in making available financial resources t o assist develop-

ing nations through the Wor ld Bank. We, at t he World B~~, are pleased ~nd 

proud that our i nstitution has _been chosen as one of t he vehicles thrvug~ which 

Venezuel~n funds will flow into development. 

Las t Harch Vene zuela opened i t s capital market to the \·lorld Bank 

· (and the LTJ.ter-A..-·nerican lJevelopment Bonk) making possible f ar the Bank t o 

borrow through t he ·venezuelan banking system. The loan agreement that we have 

signed today with the Venezuel an Investment Fund is, therefore, the second of 

what we expect to become a series of financial transactions which will make 

possible for Venezuela to invest safely and with a reasonable rate of return 

part of its balance of payment surpluses while, at the same time, helping the 

developing countri~s of the world. V·enezuela has publicly stated tl"1..at among 

these countries one of its main concerns is to assist its neighbor sister nations 

in the Latin American region. We, at the World Bank, u...11derstand and share _this 

sentiment. We expect Venezuela and the Bank to work jointly in this endeavor 

... in the months ahead • 
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T~e major changes which we are witnessing the world economy 

: ....:,1 1 V 1 th . ' -~'( t . TJ~H 1· th hall d w~ pace enezue a among e rlc~coun rles~ ere les _e c ~ enge an 

t~e histori~al _ opportunity for this generation of Ven~~uel~s under the 

leadership of the Government of .President P~~ez • . And here-also lies an 
~ ... "'" - .... ·' ' .. 

opportunity for the World Bank to help one of its member countries to reach 

the "take-off" stage. This is a case in "io7hich our Institution can operate 
(1....-

more in its capacity as. developmental rather t~n as a financial organization 
It 

what is important for Venezuela i _s not our financial aid, but 

our experience and technical know-how. The Venezuelan Government has an 

ambitious program to speed up the rate of growth and the process of trans-

formation of its econom:J_c and social system. 

Your President, in his inaugural address of Harch 12 of this year 
"' ' 

said; "I hope to become the Head of State of a country of citizens proud of 

their political system and of its soeial and economic well..;.being". I trust 

that the World Bank will have the opportunity to cooperate with him and his 

Government -- to the extent that Venezuela deems it necess~ -- to accomplish 

this goal. 

. ... 

.- . .... 
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nolE,---- Venezuela 
deportment of state * JUne l974 

GEOGRAPHY 

Venezuela, located on the northern 
coast of South America, is bounded by 
Colombia, Brazil , and Guyana and lies 
astride the major sea and air routes 
linking the northern and southern por­
tions of the Western Hemisphere. With 

PROFILE 

Geography 

AREA:~ mi. (including Marga­
rita Island and other minor islands in the 
Caribbean). One-third larger than Texas. 
CAPITAL: C!!racas (2.4 milliol_!). OTHER 
CITIES: Maracaibo (900,000); Barquisimeto 
(350,000); Valencia (367 ,000); Maracay 
(220,000) . . 

People 

TY: 34 per sq. mi. ETHNIC GROUPS: Span­
ish, Portuguese, Italian, German, American 
Indian. RELIGION: Roman Catholic (96%), 
Protestant (2%), and Jewish (2%). LITERA­
~ of population 15 years of age and 
older. LANGUAGE: Spanish (Indian dialects 
spoken by some of the 36,000 Amerindians 
·living in the remote interior). 

LABOR FORCE: 3.2 million (35% in agri­
culture; 24.5% in services; 13% in commerce; 
13% in manufacturing; 8% in construction; 
4% in transport and communications; 1.5% in 
petroleum and mining; 1% in utilities). Un­
employment averages 13%, principally in 
urban areas. 

Government 
TYPE: Federal Republic. INDEPEND­

ENCE: July 5, 1811. CONSTITUTION: Jan­
uary 23, 1961. 

OFFICIAL NAME: Republic of Venezuela 

a coastline of 1,750 miles on the Carib­
be;n-Sea and Atlantic Ocean and an 
area of 352,143 square miles, Venezue­
la is about the size of Texas and Okla­
homa combined. Venezuela claims 
additionally the territory east of the 
present boundary to the Essequibo 
River which was allocated to Guyana 
by the Arbitral Award of 1899. 

BRANCHES: Executive-President (Head 
of Government and Chief of State) elected for 
a single 5-year term, assisted by a 16-member 
cabinet which meets as the Council of Minis­
ters. Legislative-bicameral congress. Cham­
ber of Deputies has 203 member~; Senate has 
49, including the 2 living ex-Presidents. 
Members of both houses elected for 5-year 
terms ,concurrent with President. Judicial-
15-member Supreme Court appointed by 
Congress. 

POLITICAL SUBDIVISIONS: 20 states, 2 
federal territories, the Federal District, and 
72 islands in the Caribbean administered as 
federal dependencies. SUFFRAGE: Universal 
adult. 

FLAG: Three horizontal bands of yellow, 
blue, and red, with a crest in the left corner of 
the yellow stripe and a semicircle of seven 
stars in the middle of the blue stripe. The col­
ors came from the banner flown by Simon 
Bolivar. The stars symbolize the nation's 
original seven provinces. 

Economy 
GROSS NATIONAL PRODUCT (GNP): 

$12.4 billion. ANNUAL GROWTH RATE: 
7.2% (1973). PER CAPITA INCOME: 

1200 
AGRICULTURE: Total farm area 29.5%. 

Venezuela's four distinct geographic 
regions are: (1) the Andes Mou~ 
aila""a"djacent hill country in the north­
west; (2) the coastal zone north of the 
mountains boroering Lake Maracaibo 
and the Caribbean Sea, includin he 
Orinoco Delta; (3) the lains, or llanos, 
which extend from the mountains 
south and east to the Orinoco River; 

non-metallic metals, textiles, clothing, trans­
port equipment, other consumer goods. 

NATURAL RESOURCES: Petroleum 
e, gold, other minerals, hydro-electric 

power. 

TRADE: Exports--$5.3 billion (1973 est.): 
petroleum $4.9 billion, iron ore, coffee, co­
coa, sugar. Partners:-U.S. $1.6 billion (does 
not include November and December petrole­
um exports). lmports--$2.9 billion (1973 
est.): machinery and transport equipment 
$1.2 billion (1972), manufactures $440 mil­
lion (1972), chemicals $260 million (1972), 
foodstuffs $170 million (1972). Partners 
(1972)--U. S. 44%, F.R.G. 11%, Japan 9%. 

OFFICIAL EXCHANGE RATE: ~­
Ji.vars=US $1. 4.20 Bolivars =US $1 for pe­
troleum exports. 

MEMBERSHIP IN INTERNATIONAL 
ORGANIZATIONS: United Nations, Organi­
zation of American States (OAS), Interna~ 

tional Monetary Fund (IMF); International 
Bank for Reconstruction and Development 
(IBRD), Inter-American Development Bank 
(IDB), International Coffee Agreement, Latin 
American Free Trade Association (LAFT A), 
Andean Pact, Rio Pact, Organization of Pe­
troleum Exporting Countries (OPEC). 

ECONOMIC PROGRAMS: FY 197~ 
A.I.D. grants $382,000. 1972--Food for 
Peace $4.7 million, Peace Corps $1.4 million, 
Ex-Im Bank Loans $36.9 million, Interna­
tional Development Agencies $104 mil­
lion. · 
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and (4) the Guyana Hi hlands, a vast 
area of h1g p ateaus and rolling plain·s 
south and east of the Orinoco. Angel 
Falls, the world's highest waterfall, is 
in this area. 

Although the entire country lies in 
the Torrid Zone, the temperature var­
ies with the altitude. The lowland 
coastal area is hot and humid, as are 
the inland river valleys. The highlands 
generally are warm during the day and 
cool at night. For most of the country 
the rainy season is from May through 
Novem er; the rest of the year is dry. 

PEOPLE 

With an estimated 12 million people 
in 1973, Venezuela is one of the least 
densely populated countries of the 
Western Hemisphere (about 34 persons 
per square mile). However, the popula­
tion is concentrated in the Andes and 

CARIBBEAN SEA 

· : I o D. 

BOUNDARY REPRESENTATION IS 

NOT NECESSARILY AUTHORITATIVE f t 
I 

along the coast and is rapidly increas­
ing. Although nearly half of the coun­
try lies south and east of the Orinoco, 
that area contains only 4 percent of the 
population. The annual population in­
crease since 1~50 has been about 3.4 
percent, showing a very slight decline 
in the most recent years. Thus the 
country has one of the highest growth 
rates in the world. 

The population is also rapidly chang­
ing from rural to urban; whereas in 
1936 only 35 percent of the population 
lived in cities and towns of more than 
1,000 inhabitants, today 75.5 percent 
do. ever five Venezuelans 
lives in the capital city of Caracas. 

The majority of the population is of 
European, Indian, and/or Negro ex­
traction . The influx of European immi­
gration dates from World War II when 
Venezuela was among the first Ameri­
can countries to open its doors to refu-

____ GRENADA8 
(U.K .) 
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gees and displaced persons. According 
to the 1961 census, 93 percent of the 
population are native-born; of the 
542,000 foreign-born almost two-thirds 
were from Spain, Italy, and Portugal, 
and one-fifth from Colombia. In 1973 
20,000 U.S. citizens were estimated 
living in Venezuela. Unlike many of its 
neighbors, Venezuela does not have a 
large indigenous Indian population; the 
1961 census showed only 31,800. 

About 96 percent of the Venezuelans 
are Roman Catholic; Protestants num­
ber about 26,000 and Jews 10,000. 
Spanish is the official language. The lit­
eracy rate is estimated at 80 percent. 

HISTORY 

Venezuela was discovered by Co­
lumbus on his third voyage in 1498. It 

0 

was one of the first colonies in the New 
World to revolt against Spain (1810), 



but it was not until ~that independ-
"~ e was achieved under the lea r­

.1.ttip of Simon o tvar, Venezuela's 
natJOna ero and native son. Venezue­
la, together with what are now Colom­
bia, Panama, and Ecuador, was part of 
the "Great Colombia" union until 
1830; when it separated and began its 
own existence as a sovereign state. 

Venezuela's 19th-century history 
was characterized by frequent periods 
of political instability, dictatorships, 
and revoluntionary turbulence. The 
20th century has been marked by long 
periods of authoritarianism, as repre­
; ented by the dictatorships of Gen. 
Juan Vicente GOMEZ (1908-35) and 
Gen. Marcos PEREZ Jimenez (1952-
58) and by the efforts made between 
1936 and 1948 and since 1958 to devel­
op effective representative govern­
ment. Since the overthrow of Perez 
Jimenez on January 23 , 1958, consecu­
tive democratic elections have been 
held-1958, 1963, 1968, and 1973. 
Romulo BETANCOURT (1959-65) of 
the Democratic Action (AD) Party 
became the first popularly elected Pres­
ident in Venezuelan history to com­
plete his term of office. He was sue-

/ ceeded by Raul LEONI (1964-69), also 
of AD, who became the first President 
to preside over the peaceful transfer of 
power to !l successor from another po­
litical party. Rafael CALDERA of the 
Social Christian Party (COPEI), a 54-
year-old university professor and inter­
nationally recognized labor law expert 
took office on March 11, 1969. Caldera 
was succeeded on March 12. 191.4 by 
51-"year-old Carlos Andres Perez. 

GOVERNMENT 

The present Constitution of Vene­
zuela, adopted vn January 23, 1961, is 
the country 's 26th since independence. 
It guarantees freedom of religion, 
speech, assembly, and assigns substan­
tial economic development responsibil­
itytto the Federal Government. 

.National elections are held on the 
same day e-very 5 years at which time 
the "President and members of Con­
gress, the state legislatures, and the 
city councils are directly elected; there 
are no midterm or byelections. The 
President can be elected to only one 
term and may not be reelected until to 

years following the end of that term. 
Ex-Presidents are life members of the 
Senate. Voting is mandatory for all 
Venezuelan citizens who are at least 18 
years of age and who are not members 
of the armed forces or serving a prison 
sentence. Generally more than 80 per­
cent vote; 96 percent of the registered 
voters voted in 1973. Each political 
party has its own ballot with a distinc­
tive color and symbol, so that illiterates 
may vote. Elections are supervised by 
an independent, federally appointed 
electoral commission. 

The government is composed of sep­
arate executive, legislative, and judi­
cial branches . The powers which the 
President (Chief of State and Head of 
Government) may legally exercise are 
very extensive. These include the 
power to appoint the Council of Minis­
ters (cabinet) and state and territorial 
governors by decree , without congres­
sional confirmation. There is no Vice 
President; in the event the presidency 
becomes vacant, the President of the 
Senate acts as chief executive for not 
more than 30 days , during which Con­
gress , in joint session, must elect a new 
President of the Republic to complete 
the term. 

Legislative power is vested in the bi­
cameral Congress, which consists of a 
49-member Senate and a Chamber of 
Deputies with 203 members. Congress 
is in session from March 2 to July 6 and 
from October 1 to November 30, ex­
cept in election years , when there is a 
single session from March 2 to August 
15. Congress may vote to prolong its 
meetings , and the President may call 
special sessions. 

Judicial power is exercised by a Su­
preme Court of Justice and by the oth­
er courts whose functions are similar to 
those of the judiciary of other coun­
tries. Justices of the Supreme Court 
are elected by Congress. Lower court 
judges are appointed by a judicial 
council consisting of representatives of 
the three branches of government. 

Venezuela consists of 20 States, a 
Federal Dis.trict (Caracas), two Federal 
Territories, and certain islands in the 
Caribbean which are designated Feder­
al Dependencies. Governors and other 
state officials are considered agents of 
the National Government, although 
their powers are somewhat limited by 
the states' constitutions and elected 
legislatures. 

3 

Principal Government Officials 
President--Carlos Andres Perez 

Minister of Foreign Affairs- Dr. Efrain 
Schacht Aristiguieta · 

Minister of Interior- Dr. Luis Pinerua 
Ordaz 

Minister of Finance-Hector Hurtado 
Minister of Defense-Maj. Gen. Romero 

Leal Torres 
Minister of Development-Dr. Carmelo 

Lauria 
Minister of Public Works-Dr. Arnaldo 

Gabaldon 
Minister of Education-Dr. Luis Manuel 

Penalver 
Minister of Health and Social Welfare­

Dr. Blas Bruni Celli 
Minister of Agriculture-Dr. Froilan 

Alvarez Yepez 
Minister of Labor-Dr . Antonio Leidenz 
Minister of Communications- Dr. 

Armando Sanchez Bueno 
Minister of Justice- Dr. Otto Marin 

Gomez 
Minister of Mines and Hydrocarbons­

Valentin Hernandez Acosta 
Minister of State for Information-Dr. 

Simon Alberto Consalvi 
Secretary~ General of the I Presidency­

Dr. Ramon Escovar Salom 
Director of National Planning 

Organization- Dr. Gumersindo Rod­
riguez 

Governor of the Federal District- Dr. 
Diego Arria 

Minister of State for International 
Economic Affairs- Dr. Manuel Perez 
Guerrero 
Venezuela maintains an Embassy in 

the United States at 2445 Massachu­
setts Avenue , NW., Washington, D. C. 
20008. There are also Consulates at 
Baltimore, Chicago , Houston , Los 
Angeles , Miami , Mobile , New Orleans , 
New York , Philadelphia , Portland , San 
Francisco , and Savannah. Visas are 
issued only by Consulates. 

POLITICAL CONDITIONS 

On taking office in February 1959, 
President Romulo Betancourt formed a 
coalition government composed of his 
own Democratic Action (AD) Party, 
the Social Christian Party (COPEI), 
and the Democratic Republican Union 
(URD), which together had received 91 
percent of the votes in the 1958 elec­
tion. 

From its inception, that government 
faced serious threats from extremists 
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of both right and left. More than a doz­
en rightist-oriented attempts to seize 

· political power by force were thwart­
ed~ and the leading military and civilian 

.dissidents were jailed or exiled. The 
support of the government by the 
armed forces was sustained, and the 
government's ability to fend off attacks 
from the right extremists steadily grew 
stronger. 

An equivalent subversive threat has 
been posed since late 1959 by extrem­
ists of the left, financed and trained by 
the Castro regime in Cuba, who at­
tempted, through terrorist activities, 
sabotage, insurrections in connivance 
with disgruntled R1ilitary men, and 
guerrilla activities, to overthrow the 
Betancourt government and its succes­
sor. These insurgent activities evoked 
no popular support and served to dis­
credit further the Communists and 
their allies. Responsible sectors in 
Venezuela, including the overwhelm­
ing majority of the organized rural and 
urban labor movement, the military, 
and members of the business commu­
nity, strongly supported the govern­
ment in its efforts to counter the left­
extremist insurgency. 

In mid-1960 leftwing elements who 
had been ousted from AD formed their 
own political party, Movement of the 
Revolutionary Left (MIR), an extreme 
Marxist and pro-Fidel Castro organiza­
tion. MIR closely allied itself with the 
Communist Party of Venezuela (PCV) 
in attempts to overthrow the Venezue­
lan Government by subversion and 
insurrection. The PCV is numerically 
weak (6 percent of the 1958 vote, 3 
percent in 1968, and less than 2 percent 
in 1973) and has had its once-influential 
positions in the communications me­
dia, labor organizations, and the teach­
ing profession greatly reduced. Its 
strength was further reduced by a split 
in early 1971 between the pro- and anti­
Moscow factions, with the loss of 
much student support to a new faction, 
the Movement to Socialism (MAS). 

As the result of their involvement in 
a majpr insurrection in May 1962, the 
PCV and MIR parties were banned by 
executive decree from engaging in po­
litical activities, their party offices were 
closed, and their files were confiscated. 
Although membership in either party is 
not itself illegal, individual members of 
these parties who were caught in in­
surrectional activities were prosecuted 

. . 

and jailed. Many of these prisoners 
have since been released on parole; a 
few have been exiled. The PCV re­
gained its political rights in March 
1969, having publicly disavowed the 
active guerrilla movement, and agreed 
to the "pacification policy" instituted 
by President Caldera shortly after he 
came to power. 

The "pacification policy," which 
afforded amnesty to those insurgents 
who renounced armed force as a politi­
cal instrument, has further diminished 
the extremist insurgent threat. 

The PCV-MIR effort to overthrow 
the Betancourt government by force 
received two severe setbacks in quick 
succession at the end of 1963. In No­
vern bert he government captured a large 
shipment of arms and ammunition 
from Cuba which had been secretly 
landed on the Paraguana Peninsula as a 
part of a detailed plan for the insur­
gents to take over the city of Caracas 
on election day. This discovery led to 
the imposition of sanctions against 
Cuba by the Organization of American 
States. In December the people of 
Venezuela dealt the insurgents a major 
psychological blow by flocking to the 
polls in disregard of Communist threats 
~o kill anyone who dared to vote. 
Demoralized for several years after 
this, MIR most recently took advan­
rage of the pacification program and 
has become a legalized political party. 

The 5-year coalition government of 
AD and COPEI ended in March 1964 
with the inauguration of AD leader 
Ra61 LEONI as President. Having 
failed to regain · a majority in the 
Chamber of Deputies in the 1963 elec­
tions, AD formed an alliance with 
URD and a new center party, the 
Democratic National Front (FND), led 
by Arturo USLAR Pietri. FND with­
drew from the coalition in March 1966. 
In late 1967 rivalry over the choice of 
the AD candidate in the 1968 presiden­
tial elections between Gonzalo BAR­
RIOS and Luis Beltran PRIETO, both 
longtime AD leaders, brought about 
yet another split in that party. Dr. Prie­
to formed a new party, the Electoral 
Movement of the People (MEP), which 
like AD is social democratic in orienta­
tion. This split and the withdrawal of 
URD from its coalition with AD in 
April 1968 again deprived the govern­
ment of a majority in the Chamber of 

Deputies and, for the first time inVer,­
ezuelan history, in the Senate as wel1 

The December 1968 elections \\ ~ ~ 

won by Dr. Rafael Caldera (COPE I) by 
a narrow margin over Barrios (AD), 29 
to 28 percent. Miguel Angel BUREL­
L!, the candidate of the URD, FND, 
and Popular Democratic Force (FDP) 
coalition, received 22 percent of the 
votes, and Prieto of MEP, 19 percent. 
The elections for Congress, however, 
gave AD a slight edge. AD held 85 
seats in Congress compared to COP­
EI's 75, 30 for MEP, 21 for URD, 12 
for FDP, 6 for the PCV, and 3 fo~ 
FND. The Nationalist Civic Crusat. 
(CCN), a party organized by support­
ers of former dictator Marcos Perez 
Jimenez, captured 25 seats, but it was 
weakened when a group of 11 Con­
gressmen broke away to form the 
Popular Justicalist Movement (MPJ). 
Independents and minor parties ac­
counted for the remaining seats. 

National elections were held in Ven­
ezuela on December 9, 1973. Votes 
numbering 4.5 million, representing 96 
percent of the electorate, were cast. 
On December 12, Lorenzo Fernande7 
candidate of the government part: 
COPEI, conceded victory to the Dem­
ocratic Action candidate Carlos 
Andres P~, who received , 48.6 per­
cent of the vote in his n · e victor . 
Unlike Caldera's Social Christian 
Administration, Perez e · a maJOri­
ty in both the Senate and Chamber o 
Deputies. In contrast, Lorenzo Fernan­
dez won 36.8 percent of the presiden­
tial vote, while COPEI garnered 30.3 
percent of the congressional vote. 

Of possible significance to the hemi­
sphere is the facnhat: (1) The election 
was a model, without violence <' 

fraud, and (2) 85 percent of the voter ~ 

rejected the extremes of the right and 
left to support the two parties commit­
ted to reform within a democratic 
framework. The elections demonstrat­
ed the political maturity and sophistica­
tion of the Venezuelan electorate and 
have contributed to the institutionali­
zation of democratic government in 
Venezuela. 

The 1973 presidential election result­
ed in the following percentages of 
votes: AD 48, COPEI 36, MEP togeti' 
er with the PCV 5, MAS 4, and URD :,_ 
Of the congression·al vote, AD 45, 
CO PEl 31, the left 13 and the right 7. 
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Current Political Problems 
The development of popular self­

government in Venezuela has taken 
place only since 1945. Government 
previously was characterized by the 
personal rule of dictators, usually mili­
tary caudillos . An a_uthoritarian tradi­
tion developed, and there was little 
~experience in the free play of repre-
sentative democracy . 

The major , basic task of the present 
popularly based administration is to 
foster institutions and conditions for 
continued rapid economic and social 
development to convince the people 
that their standard of living can best be 
improved under a democratic system 
of government. Castro-inspired insur­
gency and subversion in Venezuela has 
been directed at thwarting this objec­
tive and at the overthrow of represent­
ative, constitutional government. For­
mer President CALDERA declared , 
however, that his administration did 
not feel threatened by any form of 
Cuban insurgency. Moreover, Caldera 
made an abo t 've tt t to 
di lomatic relations with a within 
the framework of the Organization of 
American States (OAS). 

President Perez has indicated that 
his government will take a harder line 
· wi ub.,P. 5hortly after his election he 
stated that "it was not Venezuela's 
place to assume the risk, the responsi­
bility of unilaterally breaking this 
agreement (OAS) because it could lead 
to the total and irreparable breakdown 
of the Inter-American system." 

The landslide proportions of Carlos 
Andres Perez' victory in the presiden­
tial election and the unprecedented 
majority his Democratic Action Party 
won in Congress give his government 

_ the o en · e stro 
zuela has had since the 
ment of Romulo Betanc ur1. With in-
s 't iLS, 
and with Venezuela's economy rea ing 
the benefits of increase!Lpetool~JJm 
prices, prospects for Venez.Qela ' s con­
tinuing olitical, social, and economic 
de elopment are excellent. 

ECONOMY 

Natural Resources and 
Agriculture 

Venezuela is one of the world 's lead­
ing oil exporting countries and in 1970 

became the fifth largest producer (after 
the United States , the Soviet Union , 
Iran , and Saudi Arabia). Oil accounts 
for 93 percent of Venezuela 's foreign 
exchange earnings, almost two-thirds 
of government revenue, and about 26 
percent of its gross national product 
(GNP). It has more foreign private in­
vestment II S $5 5 bJ!hon m 1972 
than any o o in y in 
t e world, and 85 percent of it is in oil. 
Oil production in Venezuela has grown 
from 2.8 million barrels a day in 1957 to 
3.3 million in 1973. The recent years, 
however, have Witnessed a steady de­
cline in crude petroleum production. 
Venezuelan output has not grown as 
fast as the rest of the world's; its share 
of world production dropped from 15 
percent in 1957 to 6 percent in 1972, 
and its share of world exports even 
more sharply from 37 to 10 percent. 
Venezuela's oil reserves fell from 6 to 
2 percent of total world reserves in the 
same period. 

This drop in part reflects the dramat­
ic increase in the world supply of oil 
which has reduced Venezuela's role , 
but it is also due to the decline in activi­
ty of the private oil companies since 
the Venezuelan Government's an­
nouncement in 1958 that it would not 
grant any more concessions for oil ex­
ploration. Although the government 
recognizes the validity of existing con­
cessions-granted in 1943-44 and 1956-
57 for 40-year periods-the number of 
exploratory wells drilled fell from 598 
in 1958 to 75 in 1967 but recouped to 
169 in 1972. Foreign investment in pe­
troleum fell from a high of $6.1 billion 
in 1961 to $4.4 billion in 1966. Howev­
er, in July 1967 the Venezuelan Con­
gress passed laws which authorized the 
executive to negotiate "service con­
tracts" in place of concessions and to 
offer tax incentives to the oil compa­
nies for · the construction of plants 
which would remove the sulphur from 
Venezuela ' s oil , making it more salable 
on the world market. As a result , con­
tracts were signed in early 1968 with 
the two largest companies , Creole 
(Standard Oil of New Jersey) and 
Shell , by which they invested $160 mil­
lion in desulphurization facilities. Bids 
for " service contracts" for further pe­
troleum exploration in the south Lake 
Maracaibo region were made in mid-
1969 by 17 foreign companies. Con­
gress approved generaiized "bases" in 
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August 1970. In July 1971 contracts 
were negotiated with three companies , 
and legislation was passed regarding 
the ground rules for the .t:e.v.e r.s. jon of 
petr.al urn assets, a process which 
vdll commence jn 1983. Legislation to 
reserve the development of the natural 
gas industry to the state was also pas­
sed in 1971. 

Venezuela is a major producer of 
iron ore, which constitutes about 5 
percent of its exports. Despite the fact 
that mining and petroleum together 
provide 98 percent of Venezuela's 
exports , they employ less than 2 per­
centofthelaborfor~ 

Agriculture , whk.l:L)upplies only 7 
percent of the GNP, employs one-third 
of the working population. In recent 
years food production has expanded 
slightly. In 1972 and 1973, however, 
the agricultural sector experienced a 
general state of stagnation. 

The principal crops are coffee, co­
coa, sugar, rice, corn, cotton, bananas, 
and yucca. Rice production has in­
creased more than 15 times since 1958, 
and corn almost 70 percent. The num­
ber of cattle has risen 64 percent and 
milk production 90 percent. These in­
creases were due at least in part to the 
$470 million in loans the government 
extended to farmers since 1959. 
Government funds have also financed 
one of the most successful a ria.P 
e r af A erica, under which 

more than 100,000 families baye heoo 
resettled on land of theu own. The area 
of land under irrigation doubled be­
tween 1957 and 1960 and doubled again 
by 1964. By 1971 the rate of conversion 
to irrigated land had decreased. The 
area of potentially irrigable land is now 
slightly less than one and a half times 
as great as the land under irrigation. 

Industry, GNP, and Budget 
Manufacturing, which has been 

growing at the rate of almost 8 percent 
a year, accounts for 20 percent of the 
GNP and 16 percent of the labor force. 
Important industries include food and 
beverages, petroleum products, tex­
tiles and clothing, automobile assem­
bly, tires and tubes, pharmaceuticals, 
metals, and paper and other wood 
products. Venezuela ranks fourth in 
Latin America in electric power pro­
duction and first on a per capita basis. 
The Guri Dam, on the Caroni River in 
eastern Venezuela, began generating 
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525,oeo kilowatts of electricity in late 
1968 and will e)tpand to 1,750,000 kilo­

.. watts by 1977 and eventually to 6 mil­
lion kilowatts. 

In 1973 the GNP was equivalent to 
approximately $12.4 billion, the fourth 
highest GNP in Latin America. The 
GNP increased about 7.2 percent iri 
1973. Per capita GNP in 1973 was over 
$1,200, the highest in Latin America. 

Government income in 1973 is esti­
mated at $3.9 billion, while expendi­
tures were $3 .2 billion, resulting in a 
budget surplus of about $700 million. 
In 1973, about 73 percent of govern­
ment income came frorp taxes and roy­
alties paid by foreign oil companies, 13 
percent from income taxes on other 
foreign and Venezuelan companies and 
private individuals, and the rest from 
tariffs, fees, and sales taxes. Revenue 
from income taxes on individuals and 
nonextrative industries more than dou­
bled between 1961 and 1967 as the re­
sult of tax reform and improved collec­
tion methods. 

Of total expenditures by the Federal 
Government in 1973, 18 percent went 
for education, 7 percent for agricul­
ture, 10 percent for defense, 16 percent 
for public works, and 7 percent for 
health. 

Investment, Currency, Trade 
Venezuela has a mixed economy, 

with approximately 60 percent of gross 
fixed investment coming from private 
enterprise and 40 percent from the 
government. Public and private invest­
ment has averaged 20 percent of the 
gross domestic product (GDP) since 
the Alliance for Progress was initiated. 
Of the major public services, only the 
railroads, telephone and telegraph, and 
water supply are wholly government­
owned. The government also owns a 
steel mill, one of the two domestic air­
lines and a part of the international air­
line (VIASA), a chain of hotels, an oil 
company, and a petrochemical compa­
ny. 

U. S.1Jrivate investment in Venezue­
la, estimated at about $3 billion, is 
greater than in any other country ex­
cept Canada, the United Kingdom, the 
Federal Republic of Germany, and 
Australia and represents about one­
fourth of all U . S. investment in Latin 
America. The current outlook for most 
new investments is good , although for­
eign investment in stock insurance 

companies has been restricted to not 
more than 49 percent of any one com­
pany. The Bank Law of December 
1970 provides that foreign banks (i.e., 
with more than 20 percent foreign 
ownership) may no longer accept sav­
ings deposits, issue negotiable deposit 
certificates, or sell foreign exchange 
acquired from the Central Bank. 

The currency of Venezuela is the 
bolivar, historically one of the most 
stable in the world. The restrictions on 
exchanging bolivars for other curren­
cies, initiated in 1960 to correct a tem­
porary balance-of-payments disequili­
brium, were abolished in January 1964, 
and a rate of 4.48 bolivars per U. S. 
dollar was established for almost all 
transactions. 

The bolivar was revalued to 4.40 in 
response to the 1973 dollar devalua­
tion. Monetary policy is notably con­
servative. External public debt at the 
end of 1973 amounted to $932 million, 
less than half Venezuela's official gold 
and dollar reserves of $2.2 billion. 

These reserves are the highest in 
Latin America, and · on a per capita ba­
sis, they are higher than those of the 
United States and among the highest in 
the world. The price. level in Venezuela 
has been stable since 1960, increasing 
at an average annual rate of less than 2 
percent in that period. The cost of liv­
ing rose by 5 percent during 1973. 

U. S. total trade (exports plus im­
ports) with Venezuela is greater than 
with any other country in Latin Ameri­
ca. In 1973 Venezuela's total exports 
were valued at $5.3 billion, about one­
third of which went to the United 
States in direct and indirect exports; its 
total imports were valued at $2.9 bil­
lion, of which slightly less than 50 per­
cent came from the United States. 
Major export commodities are petrole­
um and petroleum derivatives, iron 
ore, coffee, and cocoa. Major imports 
are foodstuffs, raw materials, tools, 
and machinery. 

[ n Augusf 1966 Venezuela joined the 
Latin American Free Trade Area 
(LAFJ:A), and it has negotiated a se­
ries of agreements for a reciprocal 
lowering of tariffs with other Latin 
American countries . In May 1968 Bo­
livia , Colombia, Chile, Ecuador, and 
Peru agreed to create the Andean 
Common Market. Venezuela terminat­
ed the bilateral Trade Agreement with 

the U. S. in January 1972, and joine~ 
the Andean Pact in December 1973. 

Venezuela has a rapidly growing 
consumer market, the highest per capi-
ta buying power in Latin America , 
ample natural resources, a freely con­
vertible currency and stable prices, and 
an active program of encouraging for­
eign investment, particularly in manu­
facturing. A ~t trend is towa~ 
joint Venezuelan Government-foreign 
company mvestments, particularly in 
petroc em1ca s. ages are compara­
tively high-the average monthly wage 
in manufacturing in 1973 was $189 for 
blue collar workers and $475 for white 
collar-and there is a shorage of skilled 
labor. 

Social and Economic Problems 
Venezuela had already begun pro­

grams of the Alliance for Progress type 
before the signing of the Punta del Este 
Charter in August 1961, and since that 
time has undertaken reforms in all the 
fields signaled for special attention in 
the charter. Its record in carrying out 
the political and economic objectives 
of the alliance has in general been out­
standing. However, Venezuela is still 
in the process of development and 
major socio-economic problems re­
main. Venezuela's high national in­
come is distributed very unevenly, and 
about one-third of the people are ill­
........,w.-~· ...,-__.used "ll:.clotbed and liT­
schooled. 

ese roblems are made more diffi­
cult by the tremendous pressures cre­
ated by rapid population growth. Vene­
zuela doubles its population every 20 
years. Nearly half are under 15 years 
of age and 70 percent-are under 30. The 
simple mechanics of educating such a 
large school-age population are enor­
mous. About 1,571,000 children be­
tween the ages of 5 and 19 were unable 
to attend school in 1967 because of the 
shortage of teachers and classrooms, 
and 1,425,000 persons more than 6 
years of age were illiterate. Of those 
who enter the first grade, less than one 
in four can expect to enter high school 
and only one in five of those will enter 
a university. Notwithstanding, great 
progress has been made in education in 
recent years. The proportion of chil­
dren of school age enrolled in elemen­
tary and secondary schools has risen 
from 33.6 percent in 1957-58 to 52 per­
cent in 1960-61 and 54.3 percent in 

\' 



1966-67. Illiteracy has fallen from 49 
- 'Jercent in 1950 to 35 percent in 1961 

and 21 percent jn 1967. University en­
rollm~nt doubled between 1958 and 
1962 and doubled again between 1962 
and 1968. Four new public universities 
have been founded: the University of 
Carabobo in 1958, the University of the 
East in 1960, the Central-Western Re­
gional University in 1967, and Simon 
Bolivar University, which opened in 
1970, bringing the total number of uni­
versities to five public and two private. 
Half of the nation's college students 
are enrolled at Central University at 
Caracas. 

Une.m.p.lay.meRt cocticues to he a 
serious bleJO., particularly at Cara­
cas and other urban centers, due in 
large measure to the migration from 
countryside to towns which has pre­
vailed in recent years. The great imb.,&­
a in de yjjo.pm.e n 
and :ural areas is another major prob­
lem, as is the problem of developing an 
adequately trained and skilled labor 
and m.anagement force necessary for 
economjc progress and carrying out 
institutional reforms. 

FOREIGN RELATIONS 

The Venezuelan Government has 
stated that its international conduct 
wiH be governed by these principles: 
(1) respect for human rights; (2) the 
right of all peoples to self-determina­
tion; (3) nonintervention in the internal 
affairs of other nations; (4) peaceful 
settlement of disputes between na­
tions; (5) the right of all peoples to 
peace and security; (6) support for the 
elimination of colonialism; and (7) de-

fense of the export prices of primary 
products, particularly petroleum. 

A serious problem exists in relations 
with Guyana. This problem arises from 
Venezuela's claim of the area up to the 
Essequibo River, more than half the 
size of Guyana as now constituted. The 
dispute was under discussion by a 
Guyana/Venezuela Mixed Commission 
established by the Geneva agreement 
of 1966. The agreement provided for 
other means of peaceful settlement in 
accordance with Article 33 of the U. N. 
Charter if the commission did not agree 
on a solution to the dispute by the ter­
mination date of the mixed commission 
whose final report was completed in 
May 1970. In June 1970 the two coun­
tries agreed, via the Protocol of Port­
of-Spain, to a 2-year moratorium on 
the issue. 

In late 1970 and during 1971 Vene­
zuela and Colombia held diplomatic 
talks over the delineation of the mari­
time border in the Gulf of Venezuela. 
The talks, which have most recently . 
shifted to Rome, have been temporari­
ly suspended in April 1973. 

Among the international and regional 
organizations of which Venezuela is a 
member are the United Nations and 
several of its specialized agencies, the 
Organization of American States 
(OAS), and the Inter-American Devel­
opment Bank (IDB). It' is one of the 
original and most active members of 
the Organization of Petroleum Export­
i_ng Countries. 

U.S.-VENEZUELA RELATIONS 

The first U. S. diplomatic represent­
ative to Venezuela was accredited on 
March 3, 1835. The United States de­
sires to maintain the traditionally 
friendly relations toward Venezuela . 
and its peoples in order to further the 
mutual objectives of the two countries: 
(1) strengthening democratic institu­
tions; (2) accelerating sound economic, 
social, and cultural development · 
through orderly and progressive 
changes within the framework of a free 
soCiety; and (3) cooperating in the de­
fense and security of the Western 
Hemisphere against aggression or sub­
version. President Caldera made a 
state visit to the United States in June 
1970. 

U.S. loans contracted by Venezuela 
under the Alliance for Progress in-

elude: (a) Export-Import Bank-$250.6 
million for commercial arrearages and 
acquisition of new goods and services 
and for public and private projects in 
industry, agriculture, and water sup­
ply; (b) Agency for International 
Development (A.l.D.)--J$10 million to 
establish savings and loan system, $10 
million for agrarian reform, and $35 

million for housing and urban renewal; 
(c) U .S.-supplied Social Progress 
Trust Fund of the Inter-American 
Development Bank-$32 million for 
rural and urban housing, $30 million for 
water supply facilities, $10 million for 
agrarian reform, and $1 million for 
higher education. 

Grant technical assistance given 
Venezuela by A. I. D. in such fields as 
education, labor, public safety, public 
administration, agricultural credit, and 
low-cost housing and urban renewal 
totaled $13.8 million in 1961-72. Food 
for Peace (Public Law 480 program) 
donations to Venezuelan charitable 
organizations totaled $24.6 million in 
1961-68, when it was phased out. The 
A.l.D. Mission to Venezuela will be 
terminated by the end of fiscal 1974. 
Some 1 ,500 Peace Corps volunteers 
have served in Venezuela since the 
program began 'there in June 1962. That 
figure includes the 132 volunteers who 
were in Venezuela in mid-1970 working 
to strengthen agricultural and consum­
er cooperatives, agrarian reform settle­
ments, municipal administration, and 
rural public health programs. The cost 
of Peace Corps programs· to date has 
been slightly more than $16.9 million. 

Military equipment valued at $105 
million had been purchased and deliv­
ered to Venezuela in the period of FY 
1950 through FY 1971. In FY 1972 total 
cash and credit orders taken amounted 
to about $50 million. In the same period 
FY 1950 through FY 1971, Venezuela 
received via the Military Assistance 
grant program, equipment and training 
valued at $10 million. In FY 1972 this 
program amounted to $766,000 of mili­
tary training. 

Principal U.S. Officials 
Ambassador-Robert McCli 

"Deputy Chief of Mission-John Fisher 
Counselor for Public Affairs-John R. 

Higgins 
Economic and Commercial Counselor; 

A.I.D. Representative-Christopher 
A. Norred, Jr. 
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Commerdal Attache-George Falk 
Agministrative Counselor-Weikko 
. Forsten -
Political Counselor-Virgil Randolph 

III 
Defense Attache-Col. Newell D. 

Mitchell, USAF 
Army Attache-Col. Paul A. Roach 
Naval Attache-Capt. James Farce 
Commander, U.S. Military Group-

Col. F. J. Bush 
Agricultural Attache-Douglas Craw-

ford 
Consul General-George Phelan 
Consul, Maracaibo-Francis S. Hall 
Director, Peace Corps-Donald H. 

Alder 

The U.S. Embassy in Venezuela is 
located at Avenida Francisco de Mi­
randa and A venida Principal de Ia 
Floresta, Caracas. 
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deportment of state * JUne l974 

GEOGRAPHY 

Venezuela, located on the northern 
coast of South America , is bounded by 
Colombia, Brazil , and Guyana and lies 
astride the major sea and air routes 
linking the northern and southern por­
tions of the Western Hemisphere. With 

PROFILE 

Geography 
AREA: 352,000 sq. mi. (including Marga­

rita Island and other minor islands in the 
Caribbean). One-third larger than Texas. 
CAPITAL: Caracas (2.4 million). OTHER 
CITIES: Maracaibo (900,000); Barquisimeto 
(350,000); Valencia (367 ,000); Maracay 
(220,000) . . 

People 
POPULATION: 12 million (1974 est.). 

ANNUAL GROWTH RATE: 3.4%. DENSI­
TY: 34 per sq. mi. ETHNIC GROUPS: Span­
ish, Portuguese, Italian, German, American 
Indian. RELIGION: Roman Catholic (96%), 
Protestant (2%), and Jewish (2%). LITERA­
CY: 78% of population 15 years of age and 
older. LANGUAGE: Spanish (Indian dialects 
spoken by some of the 36,000 Amerindians 
·living in the remote interior). 

LABOR FORCE: 3.2 million (35% in agri­
culture; 24.5% in services; 13% in commerce; 
13% in manufacturing; 8% in construction; 
4% in transport and communications; 1.5% in 
petroleum and mining; 1% in utilities). Un­
employment averages 13%, principally in 
urban areas. 

Government 
TYPE: Federal Republic. INDEPEND­

ENCE: July 5, 1811. CONSTITUTION: Jan­
uary 23, 1961. 

OFFICIAL NAME: Republic of Venezuela 

a coastline of 1,750 miles on the Carib­
bean Sea and Atlantic Ocean and an 
area of 352,143 square miles , Venezue­
la is about the size of Texas and Okla­
homa combined. Venezuela claims 
additionally the territory east of the 
present boundary to the Essequibo 
River which was allocated to Guyana 
by the Arbitral A ward of 1899. 

BRANCHES: Executive-President (Head 
of Government and Chief of State) elected for 
a single 5-year term, assisted by a 16-member 
cabinet which meets as the Council of Minis­
ters. Legislative-bicameral congress. Cham­
ber of Deputies has 203 member~; Senate has 
49, including the 2 living ex-Presidents. 
Members of both houses elected for 5-year 
terms ,concurrent with President. Judicial-
15-member Supreme Court appointed by 
Congress. 

POLITICAL SUBDIVISIONS: 20 states, 2 
federal territories, the Federal District, and 
72 islands in the Caribbean administered as 
federal dependencies. SUFFRAGE: Universal 
adult. 

FLAG: Three horizontal bands of yellow, 
blue, and red, with a crest in the left corner of 
the yellow stripe and a semicircle of seven 
stars in the middle of the blue stripe. The col­
ors came from the banner flown by Simon 
Bolivar. The stars symbolize the nation's 
original seven provinces. 

Economy 
GROSS NATIONAL PRODUCT (GNP): 

$12.4 billion. ANNUAL GROWTH RATE: 
7.2% (1973). PER CAPITA INCOME: 
$1200. 

AGRICULTURE: Total farm area 29.5%. 
Products--sugar, bananas, corn, rice, coffee, 
cocoa, dairy products. 

INDUSTRY: Products--petrochemicals, 
iron and steel, paper and paper products, 

Venezuela's four distinct geographic 
regions are: (1) the Andes Mountains 
and adjacent hill country in the north­
west; (2) the coastal zone north of the 
mountains bordering Lake Maracaibo 
and the Caribbean Sea, including the 
Orinoco Delta; (3) the plains, or llanos , 
which extend from the mountains 
south and east to the Orinoco River; 

non-metallic metals, textiles, clothing, trans­
port equipment, other consumer goods. 

NATURAL RESOURCES: Petroleum, 
iron ore, gold, other minerals, hydro-electric 
power. 

TRADE: Exports--$5.3 billion (1973 est.): 
petroleum $4.9 billion, iron ore, coffee, co­
coa, sugar. Partners:-U.S. $1.6 billion (does 
not include November and December petrole­
um exports). Imports--$2.9 billion (1973 
est.): machinery and transport equipment 
$1.2 billion (1972), manufactures $440 mil­
lion (1972), chemicals $260 million (1972), 
foodstuffs $170 million (1972). Partners 
(1972~U. S. 44%, F.R.G.ll%, Japan 9%. 

OFFICIAL EXCHANGE RATE: 4.28 Bo­
livars=US $1. 4.20 Bolivars =US $1 for pe­
troleum exports. 

MEMBERSHIP IN INTERNATIONAL 
ORGANIZATIONS: United Nations, Organi­
zation of American States (OAS), Interna~ 

tional Monetary Fund (IMF); International 
Bank for Reconstruction and Development 
(IBRD), Inter-American Development Bank 
(IDB), International Coffee Agreement, Latin 
American Free Trade Association (LAFT A), 
Andean Pact, Rio Pact, Organization of Pe­
troleum Exporting Countries (OPEC). 

ECONOMIC PROGRAMS: FY 1973-
A.l.D. grants $382,000. 1972-Food for 
Peace $4.7 million, Peace Corps $1.4 million, 
Ex-Im Bank Loans $36.9 million, Interna­
tional Development Agencies $104 mil­
lion. ' 
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and (4) the Guyana Highlands, a vast 
area of high plateaus and rolling plain's 
south and east of the Orinoco. Angel 
Falls, the world's highest waterfall, is 
in this area. 

Although the entire country lies in 
the Torrid Zone, the temperature var­
ies with the altitude. The lowland 
coastal area is hot and humid, as are 
the inland river valleys. The highlands 
generally are warm during the day and 
cool at night. For most of the country 
the rainy season is from May through 
November; the rest of the year is dry. 

PEOPLE 

With an estimated 12 million people 
in 1973, Venezuela is one of the least 
densely populated countries of the 
Western Hemisphere (about 34 persons 
per square mile). However , the popula­
tion is concentrated in the Andes and 
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along the coast and is rapidly increas­
ing. Although nearly half of the coun­
try lies south and east of the Orinoco, 
that area contains only 4 percent of the 
population. The annual population in­
crease since 1~50 has been about 3.4 
percent, showing a very slight decline 
in the most recent years. Thus the 
country has one of the highest growth 
rates in the world. 

The population is also rapidly chang­
ing from rural to urban; whereas in 
1936 only 35 percent of the population 
lived in cities and towns of more than 
1,000 inhabitants, today 75.5 percent 
do. One out of every five Venezuelans 
lives in the capital city of Caracas. 

The majority of the population is of 
European, Indian, and/or Negro ex­
traction. The influx of European immi­
gration dates from World War II when 
Venezuela was among the first Ameri­
can countries to open its doors to refu-
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-
gees and displaced persons. According 
to the 1961 census, 93 percent of the 
population are native-born; of the 
542,000 foreign-born almost two-thirds 
were from Spain, Italy, and Portugal, 
and one-fifth from Colombia. In 1973 
20,000 U.S. citizens were estimated 
living in Venezuela. Unlike many of its 
neighbors, Venezuela does not have a 
large indigenous Indian population; the 
1961 census showed only 31,800. 

About 96 percent of the Venezuelans 
are Roman Catholic; Protestants num­
ber about 26,000 and Jews 10,000. 
Spanish is the official language. The lit­
eracy rate is estimated at 80 percent. 

HISTORY 

Venezuela was discovered by Co- •n 
lumbus on his third voyage in 1498. It 
was one of the first colonies in the New 
World to revolt against Spain (1810), 



but it was not until 1821 that independ­
"'Uce was achieved under the leader­
~tip of ~imon Bolivar, Venezuela's 

national hero and native son. Venezue­
la, together with what are now Colom­
bia, Panama, and Ecuador, was part of 
the "Great Colombia" union until 
1830; when it separated and began its 
own existence as a sovereign state. 

Venezuela's 19th-century history 
was characterized by frequent periods 
of political instability, dictatorships, 
and revoluntionary turbulence. The 
20th century has been marked by long 
periods of authoritarianism, as repre­
sented by the dictatorships of Gen. 
Juan Vicente GOMEZ (1908-35) and 
Gen. Marcos PEREZ Jimenez (1952-
58) and by the efforts made between 
1936 and 1948 and since 1958 to devel­
op effective representative govern­
ment. Since the overthrow of Perez 
Jimenez on January 23, 1958, consecu­
tive democratic elections have been 
held-1958, 1963, 1968, and 1973. 
Romulo BETANCOURT (1959-65) of 
the Democratic Action (AD) Party 
became the first popularly elected Pres­
ident in Venezuelan history to com-

\ plete his term of office. He was sue­
/ ceeded by Raul LEONI (1964-69), also 

of AD, who became the first President 
to preside over the peaceful transfer of 
power to ! successor from another po­
litical party. Rafael CALDERA of the 
Social Christian Party (COPEI), a 54-
year-old university professor and inter­
nationally recognized labor law expert 
took office on March 11, 1969. Caldera 
was succeeded on March 12, 1974 by 
5t..:year-old Carlos Andres Perez. 

GOVERNMENT 

The present Constitution of Vene­
zuela, adopted on January 23, 1961, is 
the country's 26th since independence. 
It guarantees freedom of religion, 
speech, assembly , and assigns substan­
tial economic development responsibil­
ity 1o the Federal Government. 

National elections are held on the 
same day e-very 5 years at which time 
the President and members of Con­
gress, the state legislatures, and the 
city councils are directly elected ; there 
are no midterm or byelections . The 
President can be elected to only one 
term and may not be reelected until 10 

years following the end of that term. 
Ex-Presidents are life members of the 
Senate. Voting is mandatory for all 
Venezuelan citizens who are at least 18 
years of age and who are not members 
of the armed forces or serving a prison 
sentence. Generally more than 80 per­
cent vote; 96 percent of the registered 
voters voted in 1973. Each political 
party has its own ballot with a distinc­
tive color and symbol, so that illiterates 
may vote. Elections are supervised by 
an independent, federally appointed 
electoral commission. 

The government is composed of sep­
arate executive, legislative , and judi­
cial branches. The powers which the 
President (Chief of State and Head of 
Government) may legally exercise are 
very extensive. These include the 
power to appoint the Council of Minis­
ters (cabinet) and state and territorial 
governors by decree, without congres­
sional confirmation. There is no Vice 
President; in the event the presidency 
becomes vacant, the President of the 
Senate acts as chief executive for not 
more than 30 days , during which Con­
gress, in joint session, must elect a new 
President of the Republic to complete 
the term. 

Legislative power is vested in the bi­
cameral Congress , which consists of a 
49-member Senate and a Chamber of 
Deputies with 203 members. Congress 
is in session from March 2 to July 6 and 
from October 1 to November 30, ex­
cept in election years , when there is a 
single session from March 2 to August 
15. Congress may vote to prolong its 
meetings , and the President may call 
special sessions. 

Judicial power is exercised by a Su­
preme Court of Justice and by the oth­
er courts whose functions are similar to 
those of the judiciary of other coun­
tries. Justices of the Supreme Court 
are elected by Congress. Lower court 
judges are appointed by a judicial 
council consisting of representatives of 
the three branches of government. 

Venezuela consists of 20 States, a 
Federal Dis.trict (Caracas), two Federal 
Territories, and certain islands in the 
Caribbean which are designated Feder­
al Dependencies. Governors and other 
state officials are considered agents of 
the National Government, although 
their powers are somewhat limited by 
the states' constitutions and elected 
legislatures. 
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Principal Government Officials 
President--Carlos Andres Perez 

Minister of Foreign Affairs- Dr. Efrain 
Schacht Aristiguieta 

Minister of Interior- Dr. Luis Pinerua 
Ordaz 

Minister of Finance-Hector Hurtado 
Minister of Defense-Maj. Gen. Romero 

Leal Torres 
Minister of Development-Or. Carmelo 

Lauria 
Minister of Public Works-Dr. Arnaldo 

Gabaldon 
Minister of Education-Dr. Luis Manuel 

Penalver 
Minister of Health and Social Welfare­

Dr. Blas Bruni Celli 
Minister of Agriculture-Or. Froilan 

Alvarez Yepez 
Minister of Labor-Dr. Antonio Leidenz 
Minister of Communications- Dr. 

Armando Sanchez Bueno 
Minister of Justice-Dr. Otto Marin 

Gomez 
Minister of Mines and Hydrocarbons­

Valentin Hernandez Acosta 
Minister of State for Information-Or. 

Simon Alberto Consalvi 
Secretary~ General of the I Presidency­

Dr. Ramon Escovar Sal om 
Director of National Planning 

Organization-Dr. Gumersindo Rod­
riguez 

Governor of the Federal District- Dr. 
Diego Arria 

Minister of State for International 
Economic Affairs- Dr. Manuel Perez 
Guerrero 
Venezuela maintains an Embassy in 

the United States at 2445 Massachu­
setts Avenue, NW., Washington , D. C. 
20008. There are also Consulates at 
Baltimore , Chicago, Houston , Los 
Angeles, Miami , Mobile, New Orleans, 
New York, Philadelphia, Portland, San 
Francisco, and Savannah. Visas are 
issued only by Consulates. 

POLITICAL CONDITIONS 

On taking office in February 1959, 
President Romulo Betancourt formed a 
coalition government composed of his 
own Democratic Action (AD) Party, 
the Social Christian Party (COPE!), 
and the Democratic Republican Union 
(URD), which together had received 91 
percent of the votes in the 1958 elec­
tion. 

From its inception, that government 
faced serious threats from extremists 
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of both right and left. More than a doz­
en rightist-oriented attempts to seize 
political ... power by force were thwart­
ed, and the leadingmilitary and civilian 

· dissidents were jailed or exiled. The 
support of the government by the 
armed forces was sustained, and the 
government's ability to fend off attacks 
from the right extremists steadily grew 
stronger. 

An equivalent subversive threat has 
been posed since late 1959 by extrem­
ists of the left, financed and trained by 
the Castro regime in Cuba, who at­
tempted, through terrorist activities, 
sabotage, insurrections in connivance 
with disgruntled R1ilitary men, and 
guerrilla activities , to overthrow the 
Betancourt government and its succes­
sor. These insurgent activities evoked 
no popular support and served to dis­
credit further the Communists and 
their allies. Responsible sectors in 
Venezuela, including the overwhelm­
ing majority of the organized rural and 
urban labor movement, the military, 
and members of the business commu­
nity, strongly supported the govern­
ment in its efforts to counter the left­
extremist insurgency. 

In mid-1960 leftwing elements who 
had been ousted from AD formed their 
own political party, Movement of the 
Revolutionary Left (MIR), an extreme , 
Marxist and pro-Fidel Castro organiza­
tion. MIR closely allied itself with the 
Communist Party of Venezuela (PCV) 
in attempts to overthrow the Venezue­
lan Government by subversion and 
insurrection. The PCV is numerically 
weak (6 percent of the 1958 vote, 3 
percent in 1968, and less than 2 percent 
in 1973) and has had its once-influential 
positions in the communications me­
dia, labor organizations, and the teach­
ing profession greatly reduced. Its 
strength was further reduced by a split 
in early 1971 between the pro- and anti­
Moscow factions, with the loss of 
much student support to a new faction, 
the Movement to Socialism (MAS). 

As the result of their involvement in 
a mctrjor insurrection in May 1962, the 
PCV and MIR parties were banned by 
executive decree from engaging in po­
litical activities, their party offices were 
closed, and their files were confiscated. 
Although membership in either party is 
not itself illegal, individual members of 
these parties who were caught in in­
surrectional activities were prosecuted 

and jailed. Many of these prisoners 
have since been released on parole; a 
few have been exiled. The PCV re­
gained its political rights in March 
1969, having publicly disavowed the 
active guerrilla movement, and agreed 
to the "pacification policy" instituted 
by President Caldera shortly after he 
came to power. 

The "pacification policy," which 
afforded amnesty to those insurgents 
who renounced armed force as a politi­
cal instrument, has further diminished 
the extremist insurgent threat. 

The PCV-MIR effort to overthrow 
the Betancourt government by force 
received two severe setbacks in quick 
succession at the end of 1963. In No­
vemberthe government captured a large 
shipment of arms and ammunition 
from Cuba which had been secretly 
landed on the Paraguana Peninsula as a 
part of a detailed plan for the insur­
gents to take over the city of Caracas 
on election day. This discovery led to 
the imposition of sanctions against 
Cuba by the Organization of American 
States. In December the people of 
Venezuela dealt the insurgents a major 
psychological blow by flocking to the 
polls in disregard of Communist threats 
to kill anyone who dared to vote. 
Demoralized for several years after 
this, MIR most recently took advan­
mge of the pacification program and 
has become a legalized political party. 

The 5-year coalition government of 
AD and COPEI ended in March 1964 
with the inauguration of AD leader 
Ralil LEONI as President. Having 
failed to regain a majority in the 
Chamber of Deputies in the 1963 elec­
tions, AD formed an alliance with 
URD and a new center party, the 
Democratic National Front (FND), led 
by Arturo USLAR Pietri. FND with­
drew from the coalition in March 1966. 
In late 1967 rivalry over the choice of 
the AD candidate in the 1968 presiden­
tial elections between Gonzalo BAR­
RIOS and Luis Beltran PRIETO, both 
longtime AD leaders, brought about 
yet another split in that party. Dr. Prie­
to formed a new party, the Electoral 
Movement of the People (MEP), which 
like AD is social democratic in orienta­
tion. This split and the withdrawal of 
URD from its coalition with AD in 
April 1968 again deprived the govern­
ment of a majority in the Chamber of 

Deputies and, for the first time in Ve11-
ezuelan history, in the Senate as we!' 

The December 1968 elections \\ wl 

won by Dr. Rafael Caldera (COPE I) by 
a narrow margin over Barrios (AD), 29 
to 28 percent. Miguel Angel BUREL­
L!, the candidate of the URD, FND, 
and Popular Democratic Force (FDP) 
coalition, received 22 percent of the 
votes, and Prieto of MEP, 19 percent. 
The elections for Congress, however, 
gave AD a slight edge. AD held 85 
seats in Congress compared to COP­
EI's 75, 30 for MEP, 21 for URD, 12 
for FDP, 6 for the PCV, and 3 fo 
FND. The Nationalist Civic Crusat. 
(CCN), a party organized by support­
ers of former dictator Marcos Perez 
Jimenez, captured 25 seats, but it was 
weakened when a group of 11 Con­
gressmen broke away to form the 
Popular Justicalist Movement (MPJ). 
Independents and minor parties ac­
counted for the remaining seats. 

National elections were held in Ven­
ezuela on December 9, 1973. Votes 
numbering 4.5 million, representing 96 
percent of the electorate, were cast. 
On December 12, Lorenzo Fernandez 
candidate of the government part) 
COPEI, conceded victory to the Dem­
ocratic Action candidate Carlos 
Andres Perez, who received , 48.6 per­
cent of the vote in his landslide victory. 
Unlike Caldera's Social Christian 
Administration, Perez enjoys a majori­
ty in both the Senate and Chamber of 
Deputies. In contrast, Lorenzo Fernan­
dez won 36.8 percent of the presiden­
tial vote, while COPEI garnered 30.3 
percent of the congressional vote. 

Of possible significance to the hemi­
sphere is the fact'that: (1) The election 
was a model, without violence o· 
fraud, and (2) 85 percent of the voter~ 
rejected the extremes of the right and 
left to support the two parties commit­
ted to reform within a democratic 
framework. The elections demonstrat­
ed the political maturity and sophistica­
tion of the Venezuelan electorate and 
have contributed to the institutionali­
zation of democratic government in 
Venezuela. 

The 1973 presidential election result­
ed in the following percentages of 
votes: AD 48 , COPEI 36, MEP togeth 
er with the PCV 5, MAS 4, and URD 3. 
Of the congressional vote, AD 45, 
COPE I 31, the left 13 and the right 7. 



Current Political Problems 
The development of popular self­

government in Venezuela has taken 
place only since 1945. Government 
previously was characterized by the 
personal rule of dictators, usually mili­
tary caudillos. An <:\Uthoritarian tradi­
tion developed , and there was little 

"experience in the free play of repre-
sentative democracy. 

The major, basic task of the present 
popularly based administration is to 
foster institutions and conditions for 
continued rapid economic and social 
development to convince the people 
that their standard of living can best be 
improved under a democratic system 
of government. Castro-inspired insur­
gency and subversion in Venezuela has 
been directed at thwarting this objec­
tive and at the overthrow of represent­
ative, constitutional government. For­
mer President CALDERA declared , 
however, that his administration did 
not feel threatened by any form of 
Cuban insurgency. Moreover , Caldera 
made an abortive attempt to establish 
diplomatic relations with Cuba within 
the framework of the Organization of 
American States (OAS). 

President Perez has indicated that 
his government will take a harder line 

·with Cuba. Shortly after his election he 
stated that "it was not Venezuela's 
place to assume the risk , the responsi­
bility of unilaterally breaking this 
agreement (OAS) because it could lead 
to the total and irreparable breakdown 
of the Inter-American system." 

The landslide proportions Of Carlos 
Andres Perez' victory in the presiden­
tial election and the unprecedented 
majority his Democratic Action Party 
won in Congress give his government 
the potential to be the strongest Vene­
zuela has had since the 1958-63 govern­
ment of Romulo Betancourt. With in­
surgency at its lowest level in years , 
and with Venezuela's economy reaping 
the benefits of increased petroleum 
prices , prospects for Venezuela ' s con­
tinuing political , social , and economic 
development are excellent. 

ECONOMY 

Natural Resources and 
Agriculture 

Venezuela is one of the world' s lead­
ing oil exporting countries and in 1970 

became the fifth largest producer (after 
the United States , the Soviet Union , 
Iran , and Saudi Arabia). Oil accounts 
for 93 percent of Venezuela's foreign 
exchange earnings , almost two-thirds 
of government revenue , and about 26 
percent of its gross national product 
(GNP). It has more foreign private in­
vestment-U.S. $5.5 billion in 1972-
than any other developing country in 
the world , and 85 percent of it is in oil. 
Oil production in Venezuela has grown 
from 2.8 million barrels a day in 1957 to 
3.3 million in 1973. The recent years, 
however, have witnessed a steady de­
cline in crude petroleum production. 
Venezuelan output has not grown as 
fast as the rest of the world' s ; its share 
of world production dropped from 15 
percent in 1957 to 6 percent in 1972, 
and its share of world exports even 
more sharply from 37 to 10 percent. 
Venezuela's oil reserves fell from 6 to 
2 percent of total world reserves in the 
same period. 

This drop in part reflects the dramat­
ic increase in the world supply of oil 
which has reduced Venezuela's role , 
but it is also due to the decline in activi­
ty of the private oil companies since 
the Venezuelan Government's an­
nouncement in 1958 that it would not 
grant any more concessions for oil ex­
ploration. Although the government 
recognizes the validity of existing con­
cessions-granted in 1943-44 and 1956-
57 for 40-year periods-the number of 
exploratory wells drilled fell from 598 
in 1958 to 75 in 1967 but recouped to 
169 in 1972. Foreign investment in pe­
troleum fell from a high of $6.1 billion 
in 1961 to $4.4 billion in 1966. Howev­
er, in July 1967 the Venezuelan Con­
gress passed laws which authorized the 
executive to negotiate "service con­
tracts" in place of concessions and to 
offer tax incentives to the oil compa­
nies for · the construction of plants 
which would remove the sulphur from 
Venezuela's oil , making it more salable 
on the world market. As a result, con­
tracts were signed in early 1968 with 
the two largest companies, Creole 
(Standard Oil of New Jersey) and 
Shell , by which they invested $160 mil­
lion in desulphurization facilities. Bids 
for " service contracts" for further pe­
troleum exploration in the south Lake 
Maracaibo region were made in mid-
1969 by 17 foreign companies. Con­
gress approved generalized ''bases ' ' in 
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August 1970. In July 1971 contracts 
were negotiated with three companies , 
and legislation was passed regarding 
the ground rules for the reversion of 
petroleum assets , a process which 
will commence in 1983. Legislation to 
reserve the development of the natural 
gas industry to the state was also pas­
sed in 1971. 

Venezuela is a major producer of 
iron ore, which constitutes about 5 
percent of its exports. Despite the fact 
that mining and petroleum together 
provide 98 percent of Venezuela's 
exports , they employ less than 2 per­
centofthelaborfor~ 

Agriculture , whfcb._)upplies only 7 
percent of the GNP, employs one-third 
of the working population. In recent 
years food production has expanded 
slightly. In 1972 and 1973 , however, 
the agricultural sector experienced a 
general state of stagnation. 

The principal crops are coffee, co­
coa, sugar, rice, corn, cotton, bananas, 
and yucca. Rice production has in­
creased more than 15 times since 1958, 
and corn almost 70 percent. The num­
ber of cattle has risen 64 percent and 
milk production 90 percent. These in­
creases were due at least in part to the 
$470 million in loans the government 
extended to farmers since 1959. 
Government funds have also financed 
one of the ,nost successful agrarian 
reforms in Latin America, under which 
more than 100,000 families have been 
resettled on land of their own. The area 
of land under irrigation doubled be­
tween 1957 and 1960 and doubled again 
by 1964. By 1971 the rate of conversion 
to irrigated land had decreased. The 
area of potentially irrigable land is now 
slightly less than one and a half times 
as great as the land under irrigation. 

Industry, GNP, and Budget 
Manufacturing, which has been 

growing at the rate of almost 8 percent 
a year, accounts for 20 percent of the 
GNP and 16 percent of the labor force. 
Important industries include food and 
beverages, petroleum products, tex­
tiles and clothing, automobile assem­
bly, tires and tubes, pharmaceuticals, 
metals, and paper and other wood 
products. Venezuela ranks fourth in 
Latin America in electric power pro­
duction and first on a per capita basis. 
The Guri Dam, on the Caroni River in 
eastern Venezuela, began generating 
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525,000 kilowatts of electricity in late 
196S and will ~xpand to I ,750,000 kilo­
watts by 1977 and eventually to 6 mil­
lion kilowatts. 

In 1973 the GNP was equivalent to 
approximately $12.4 billion, the fourth 
highest GNP in Latin America. The 
GNP increased about 7.2 percent in 
1973. Per capita GNP in 1973 was over 
$1,200, the highest in Latin America. 

Government income in 1973 is esti­
mated at $3.9 billion, while expendi­
tures were $3.2 billion, resulting in a 
budget surplus of about $700 million. 
In 1973, about 73 percent of govern­
ment income came froiJ1 taxes and roy­
alties paid by foreign oil companies, 13 
percent from income taxes on other 
foreign and Venezuelan companies and 
private individuals, and the rest from 
tariffs, fees, and sales taxes. Revenue 
from income taxes on individuals and 
non ex trative industries more than dou­
bled between 1961 and 1967 as the re­
sult of tax reform and improved collec­
tion methods. 

Of total expenditures by the Federal 
Government in 1973, 18 percent went 
for education, 7 percent for agricul­
ture, 10 percent for defense, 16 percent 
for public works, and 7 percent for 
health. 

Investment, Currency, Trade 
Venezuela has a mixed economy, 

with approximately 60 percent of gross 
fixed investment coming from private 
enterprise and 40 percent from the 
government. Public and private invest­
ment has averaged 20 percent of the 
gross domestic product (GDP) since 
the Alliance for Progress was initiated. 
Of the major public services, only the 
railroads, telephone and telegraph, and 
water supply are wholly government­
owned. The government also owns a 
steel mill, one of the two domestic air­
lines and a part of the international air­
line (VIASA), a chain of hotels, an oil 
company, and a petrochemical compa­
ny. 

U. S . .,JJrivate investment in Venezue­
la, estimated at about $3 billion, is 
greater than in any other country ex­
cept Canada, the United Kingdom , the 
Federal Republic of Germany, and 
Australia and represents about one­
fourth of all U. S. investment in Latin 
America. The current outlook for most 
new investments is good, although for­
eign investment in stock insurance 

companies has been restricted to not 
more than 49 percent of any one com­
pany. The Bank Law of December 
1970 provides that foreign banks (i.e., 
with more than 20 percent foreign 
ownership) may no longer accept sav­
ings deposits, issue negotiable deposit 
certificates, or sell foreign exchange 
acquired from the Central Bank. 

The currency of Venezuela is the 
bolivar, historically one of the most 
stable in the world. The restrictions on 
exchanging bolivars for other curren­
cies, initiated in 1960 to correct a tem­
porary balance-of-payments disequili­
brium, were abolished in January 1964, 
and a rate of 4.48 bolivars per U. S. 
dollar was established for almost all 
transactions. 

The bolivar was revalued to 4.40 in 
response to the 1973 dollar devalua­
tion. Monetary policy is notably con­
servative. External public debt at the 
end of 1973 amounted to $932 million, 
less than half Venezuela's official gold 
and dollar reserves of $2.2 billion. 

These reserves are the highest in 
Latin America, and· on a per capita ba­
sis, they are higher than those of the 
United States and among the highest in 
the world. The price. level in Venezuela 
has been stable since 1960, increasing 
at an average annual rate of less than 2 
percent in that period. The cost of liv­
ing rose by 5 percent during 1973. 

U. S. total trade (exports plus im­
ports) with Venezuela is greater than 
with any other country in Latin Ameri­
ca. In 1973 Venezuela's total exports 
were valued at $5.3 billion, about one­
third of which went to the United 
States in direct and indirect exports; its 
total imports were valued at $2.9 bil­
lion, of which slightly less than 50 per­
cent came from the United States. 
Major export commodities are petrole­
um and petroleum derivatives, iron 
ore, coffee, and cocoa. Major imports 
are foodstuffs, raw materials, tools, 
and machinery. 

[ n A ugus ~ 1966 Venezuela joined the 
Latin American Free Trade Area 
(LAFTA), and it has negotiated a se­
ries of agreements for a reciprocal 
lowering of tariffs with other Latin 
American countries. In May 1968 Bo­
livia, Colombia, Chile, Ecuador, and 
Peru agreed to create the Andean 
Common Market. Venezuela terminat­
ed the bilateral Trade Agreement with 

the U. S. in January 1972, and joined 
the Andean Pact in December 1973. 

Venezuela has a rapidly growing 
consumer market, the highest per capi­
ta buying power in Latin America, 
ample natural resources, a freely con­
vertible currency and stable prices, and 
an active program of encouraging for­
eign investment, particularly in manu­
facturing. A recent trend is toward 
joint Venezuelan Government-foreign 
company investments, particularly in 
petrochemicals. Wages are compara­
tively high-the average monthly wage 
in manufacturing in 1973 was $189 for 
blue collar workers and $475 for white 
collar-and there is a shorage of skilled 
labor. 

Social and Economic Problems 
Venezuela had already begun pro­

grams of the Alliance for Progress type 
before the signing of the Punta del Este 
Charter in August 1961, and since that 
time has undertaken reforms in all the 
fields signaled for special attention in 
the charter. Its record in carrying out 
the political and economic objectives 
of the alliance has in general been out­
standing. However, Venezuela is still 
in the process of development and 
major socio-economic problems re­
main. Venezuela's high national in­
come is distributed very unevenly, and 
about one-third of the people are ill­
fed, ill-housed, ill-clothed, and ill­
schooled. 

These problems are made more diffi­
cult by the tremendous pressures cre­
ated by rapid population growth. Vene­
zuela doubles its population every 20 
years. Nearly half are under 15 years 
of age and 70 percent are under 30. The 
simple mechanics of educating such a 
large school-age population are enor­
mous. About 1,571,000 children be­
tween the ages of 5 and 19 were unable 
to attend school in 1967 because of the 
shortage of teachers and classrooms, 
and 1 ,425,000 persons more than 6 
years of age were illiterate. Of those 
who enter the first grade, less than one 
in four can expect to enter high school 
and only one in five of those will enter 
a university . Notwithstanding, great 
progress has been made in education in 
recent years. The proportion of chil­
dren of school age enrolled in elemen­
tary and secondary schools has risen 
from 33.6 percent in 1957-58 to 52 per­
cent in 1960-61 and 54.3 percent in 



1966-67. Illiteracy has fallen from 49 
percent in 1950 to 35 percent in 1961 
and 21 percent in 1967. University en­
rollment doubled between 1958 and 
1962 and doubled again between 1962 
and 1968. Four new public universities 
have been founded: the University of 
Carabobo in 1958, the University of the 
East in 1960, the Central-Western Re­
gional University in 1967, and Simon 
Bolivar University, which opened in 
1970, bringing the total number of uni­
versities to five public and two private. 
Half of the nation's college students 
are enrolled at Central University at 
Caracas. 

Unemployment continues to be a 
serious problem, particularly at Cara­
cas and other urban centers, due in 
large measure to the migration from 
countryside to towns which has pre­
vailed in recent years. The great imbal­
ance in development between urban 
and rural areas is another major prob­
lem, as is the problem of developing an 
adequately trained and skilled labor 
an.d management force necessary for 
econo~ic progress and carrying out 
institutional reforms. 

Venezuelan Government 
Objectives 

In domesd~ affairs. it is the policy of 
the Venezuelan Government to: (1) 
preserve and protect free and demo­
cratic institutions and to maintain pub­
lic order; (2) promote, expand, and 
diversify agricultural and industrial 
production; (3) create new jobs, carry 
out agrarian reform, and expand edu­
cation, housing, public health, social 
welfare, and community services; (4) 
develop hydroelectric power, commu­
nication and transportation facilities, 
and a heavy industry complex in the 

' ~ uyana region; (5) assume control of 
the petroleum industry. 

FOREIGN RELATIONS 

The Venezuelan Government has 
stated that its international conduct 
will be governed by these principles: 
(1) respect for human rights; (2) the 
right of all peoples to self-determina­
tion; (3) nonintervention in theinternal 
affairs of other nations; (4) peaceful 
settlement of disputes between na­
tions; (5) the right of all peoples to 
peace and security; (6) support for the 
elimination of colonialism; and (7) de-

fense of the export prices of primary 
products, particularly petroleum. 

A serious problem exists in relations 
with Guyana. This problem arises from 
Venezuela's claim of the area up to the 
Essequibo River, more than half the 
size of Guyana as now constituted. The 
dispute was under discussion by a 
Guyana/Venezuela Mixed Commission 
established by the Geneva agreement 
of 1966. The agreement provided for 
other means of peaceful settlement in 
accordance with Article 33 of the U. N. 
Charter if the commission did not agree 
on a solution to the dispute by the ter­
mination date of the mixed commission 
whose final report was completed in 
May 1970. In June 1970 the two coun­
tries agreed, via the Protocol of Port­
of-Spain, to a 2-year moratorium on 
the issue. 

In late 1970 and during 1971 Vene­
zuela and Colombia held diplomatic 
talks over the delineation of the mari­
time border in the Gulf of Venezuela. 
The talks, which have most recently . 
shifted to Rome, have been temporari­
ly suspended in April1973. 

Among the international and regional 
organizations of which Venezuela is a 
member are the United Nations and 
several of its specialized agencies, the 
Organization of American States 
(OAS), and the Inter-American Devel­
opment Bank (IDB). It' is one of the 
original and most active members of 
the Organization of Petroleum Export­
i_ng Countries. 

U.S.-VENEZUELA RELATIONS 

The first U. S. diplomatic represent­
ative to Venezuela was accredited on 
March 3, 1835. The United States de­
sires to maintain the traditionally 
friendly relations toward Venezuela . 
and its peoples in order to further the 
mutual objectives of the two countries: 
(1) strengthening democratic institu­
tions; (2) accelerating sound economic, 
social, and cultural development · 
through orderly and progressive 
changes within the framework of a free 
soCiety; and (3) cooperating in the de­
fense and security of the Western 
Hemisphere against aggression or sub­
version. President Caldera made a 
state visit to the· United States in June 
1970. 

U.S. loans contracted by Venezuela 
under the Alliance for Progress in-

elude: (a) Export-Import Bank-$250.6 
million for commercial arrearages and 
acquisition of new goods and services 
and for public and private projects in 
industry, agriculture, and water sup­
ply; (b) Agency for International 
Development (A.I.D.)-$10 million to 
establish savings and loan system, $10 
million for agrarian reform, and $35 

million for housing and urban renewal; 
(c) U .S.-supplied Social Progress 
Trust Fund of the Inter-American 
Development Bank-$32 million for 
rural and urban housing, $30 million for 
water supply facilities, $10 million for 
agrarian reform, and $1 million for 
higher education. 

Grant technical assistance given 
Venezuela by A. I. D. in such fields as 
education, labor, public safety, public 
administration, agricultural credit, and 
low-cost housing and urban renewal 
totaled $13.8 million in 1961-72. Food 
for Peace (Public Law 480 program) 
donations to Venezuelan charitable 
organizations totaled $24.6 million in 
1961-68, when it was phased out. The 
A.I.D. Mission to Venezuela will be 
terminated by the end of fiscal 1974. 
Some I ,500 Peace Corps volunteers 
have served in Venezuela since the 
program began 'there in June 1962. That 
figure includes the 132 volunteers who 
were in Venezuela in mid-1970 working 
to strengthen agricultural and consum­
er cooperatives, agrarian reform settle­
ments, municipal administration, and 
rural public health programs. The cost 
of Peace Corps programs to date has 
been slightly more than $16.9 million. 

Military equipment valued at $105 
million had been purchased and deliv­
ered to Venezuela in the period of FY 
1950 through FY 1971. In FY 1972 total 
cash and credit orders taken amounted 
to about $50 million. In the same period 
FY 1950 through FY 1971, Venezuela 
received via the Military Assistance 
grant program, equipment and training 
valued at $10 million. ln FY 1972 "this 
program amounted to $766,000 of mili­
tary training. 

Principal U.S. Officials 
Ambassador-Robert McClintock 
Deputy Chief of Mission-John Fisher 
Counselor for Public Affairs-John R. 

Higgins 
Economic and Commercial Counselor; 

A.I.D. Representative-Christopher 
A. Norred, Jr. 
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Commercial Attache-George Falk 
Administrative Counselor-Weikko 

Forsten ;. 
Political Counselor-Virgil Randolph 

III 
Defense Attache-Col. Newell D. 

Mitchell, USAF 
Army Attache-Col. Paul A. Roach 
Naval Attache-Capt. James Parce 
Commander, U.S. Military Group-

Col. F. J. Bush 
Agricultural Attache-Douglas Craw-

ford 
Consul General-George Phelan 
Consul, Maracaibo-Francis S. Hall 
Director, Peace Corps-Donald H. 

Alder 

The U.S. Embassy in Venezuela is 
located at A venida Francisco de Mi­
randa and A venida Principal de Ia 
Floresta, Caracas. 
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Dro Carlos A-:..dres P§rez Pre id0nt of t e Rcn· .. iclic 

Dr . Carlos Andr~s Perez, aged 51, T-ras born in the .AnC:..e3n State 
of T~chira, '\·here his fa t her 'as a coffee .,gro1rmr. Dr. P~rez, the elever:th 
of' t ·ielve children, conp ...... ete his ?:"'i.·.ar:r st~dies :Ln his ho . .. e -:::~~-;"":1 r-f.' 

Rubio. After completing his prim~~ studies, he floved to Car2c2S tre~e ~e 
lived with relatives while attending second2..ry school. From 19hh to 19~7, 
br. Perez studied. La-vr at the Central University in "'v-enezuela.. ro:!.itical 
events in 19u8 :rnade it i npossible for h:L11 to cor.plete his studies. ···!J _ _ e 
in exile from 1948 to 19.58, Dr. P~rez continued his Law studies at t~.e 
F'ree University of Colombia and at the 1-Iational University of · osta nic:1 . 
Dr. Perez never completed his education. 

Dr. P~rez has a long political career and is one of tP2 foun1-
in members n nocr"tica Party . At the age of 15, he ent~red 
the Democratic National Party - later Acci n Democratica (AD) - then opera­
ting clandes tinely u..YJ.der a military government . This uas the turning point 
in the life of Dr. P~rez, for this early involve. ent in politics set ~j_"'1 on 
the road t o a lifelong career. Throughout his years of seconda..7 scnool, 
he was President of the Student Center . · 

In 1946, he won his first election as Deputy to both the State 
Legislative Assembly in T~chira and to the Chamber of Deputies of the 
National Constitutional Convention . 

After the military coup vrhi.ch o-r.rerthrew the democrc..tically 
elected Govern~ent of AD President Gallegos in 1948, Dr. P~re z, alo~ 
with other political leaders, suffered irnprisonment and subsequently went. 
into exile for nearly a decade . 

After the overthrow of P~rez Jimenez in J~Duary 1958, he returned 
to Venezuela and began to work on the reorganization of the AD whose ranks 
had been depleted by the long years of dictatorship. 

The following year, he again won election to the National Congress 
as Deputy representing his home state. In 1960, Dr. Perez was appointed 
as first Director General in the Hinistry of Interior, a post rlhich he held 
until December 1961, when he returned to Congress. Ee was appointed . 
Hinister of Interior in 1962 and exercised a firm hand in controlling the 
activities of various extremist groups. 

In February 1963, while President Betancourt was on an official 
visit to the United States and the Caribbean, he assQ~ed the Lnterim Pre­
sidency in his absence~ · Resigning as Hinister of the Interior in August 
of that same year, he joined AD's National Executive Cow~ttee. Concur­
rently, he served his third term in Congress and led his party's Congres­
sional delegates. 

At the AD 's National Conventi on i n 1968, he was n&~ed Sec~et~­
General of the .:-rational E.'"ecu-r,ive Co!"T.ittee . Under his con:.ro:, _;.:) de­
veloped its position as an alternative to the incumbent COPEI ~~~inist~a­

tione 



.· 
In 1969 he lvas reelected Congre9sional Deputy from Tachira 

for a fourth tirne. Nominated by the AD Party as a president i al c ndidete 
on At~ust 20, 1972, he was elected President on December 9, 1973. 

The President has been married for 26 years to his cousin, Blanca 
Rodriguez. They have six children (five girls and a boy) and one grand­
child. 

• 
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- Ninister (of Pl2.n..11ing) and Director of 
CO"R.DIPIA~·r - Of .fie e o: C ordir:.? tio:.1 arri 
Plannil ... g o f tile Preside~ 

Dr. Gurr.ersindo Rodriguez, aged studied at the University of 
h t ' h ""+ • ' ':) -, • I- 9 ,- ~) • , t' - -": ancJ._es er, ,_.rne::.--e ~ e o ...... ~.oall:.ec. a J..Sc • .:...'1 ..ucono::.lcs \ .L s_.., ano. at:. r:.e 0""0~ 

SchooJ. of Econor.:ics_.., \-.rhere ne obtained an .f . S~. in Economi cs (1966 ). DT . 
Rodr1zuez is the 'G'overnor o: the Bank . Dr. Rodriguez has been a nolit.ical 
activist since his youth. He wa s j aiTed during the Perez Jir:lenez dic te_ or­
sh:i.p, Hhich led to an interruption of his studies. in Venezuela. He 
finished his secondary education during the fifties, but he was mostly in­
volved in politicc.l activities designed to overtru-ov.r the Government of 
General P~rez Jir7lenez with other menbers of the Acci6n Deillocratica Group~~ 
He began his university education· L11 i enezuela after the overthrow of 
Perez Jimenez; but he beca.rne associated \dth far left groups of _n]) ~>Tho, 
unhappy about the moderate approach t a.ken by the party under President 
Betancourt, atte Lpted to overthroH the AD · Goverr_J.ent through terrorist 
activities (this group later formed a separate political party - the 
Movement of the Revolutionary Left). In an effort to bring Dr . Rodriguez 
back into the Party and to Hneutralize 11 his political activities at ho:-.le , 
the Ac~ion Der.:ocrtitica Party sent hin to st~dy in England in 1961. Upon 
his return from r~gland he rejoined the Party. 

Dr. Rodriguez' public life began ~fter his return from England. 
In 1968-69 he 1.1as Coordinator of Fiscal and Honetary policy of the Hinistry 
of Finance and the Central ·Bank of Venezuela. He was elected to Congr ess 
:in 1969 for a five-year term as an AD delegate. In 1974 he was appointed 
Hinister of Planning. Dr. Rodriguez is a er nal friend and adv · s -r of 
the President and had considerable ower within the GovernmPnt. He repr~­

•thin the Government. He is considered 
Speaks English. 

Dr. Rodriguez is married and has 4 children. 



Dr. Carlos Guillerm Minister of State and President of the 
Venezuelan Investment Fun1 

Dr. Carlos Guillermo Rangel, aged c1 studied at t he Centra_ 
University of Venezuela where he obtained a degree in Political Scienc e 
and did post-graduate work at NevT York University. A ers friend 
of the President (born in the same town), Dr. Rangel has had a broad 
experience in teaching as 1vell as in the public anq private sectors. 
He taught law at the Central University of Venezuela; has served in 
Congress and has been a Director of the Central Bank of Venezuela . 
Dr. Rangel has close ties with the banking and financial community. 
He has been a mem~er of the Board of Directors of several major banks 
and insurance companies in Venezuela. He was former presldent ~ 
the Federation of Chamber of Comm~e (FEDECAMAR..AS) and a long-time 
managlng edltor of Momenta, a nBgazine of popular distrib~tion in 
Venezuela. He has also been closely associated with trade and business 
associations in Venezuela. Dr. Rangel does not have strong political 
ties. Coming from the private sector, he ~~s appointed director, FIV. 
Speaks English. 
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Dr. H~cto~t;w~ H."..nister of Fi~ 

Dr. Hector Hurtado, aged €) was born in v1ester n Venezuela. and 
educated at the Central U niversi~y of Ve~ez'.l ela. 1-~here he ob t ained 2. ciegree 
i..Yl Political and Socic.l Sciences (19L.l). Dr. Hurt2.do is the Al.Ler!la te 
Governor of the Bcmk. Dr. Hurtado is a long-standing Plember of the Acci6n 
DemocratlCa Party and has been one of its leaders on economic matters for 
a nu1nber of years. He bek.~ to the moder2.. te r up within the Party led 
by the late President Raul Leoni. Dr . Hurtado is recognized as one of 
Latin America's prominent figures in the public sector, and was Venezuela's 
candidate for President of the IDB, after t he resignation of Dr. Felipe 
Herrera. He fornula ted the Acci6n Derriocratica' s Platform on econor:.ic 
matters durine the Government headed by Chris tian Democratic President 
Calderas (1969-74). Dr . Hurtado is considered to be t he Venezuelan public 
figure 1i th best understanding of the Bank . 

Dr. Hurtado has been associated v.tith public service in Venezuela 
since 1941, vrhen he held his first post in the 1·iinistry of Finance . Fron 
1946 to 1948, he Has Director of Economy and Finance in the 1-iinistry of 
Finance . Th.tring the Perez Ji..menez Governnent and the Eili tary Goverr.:nent 
that preceded it (19h9-S9), he worked in t he private sector . He returned 
to Governnent in 1959 as Director of the Planning Office (CO~DIPL~ ) , the 
number two position in the Planning Office. He held tirLs position U....Yltil 
1962. BetHeen 1963 and 1969, he Has Chief of the Planning Office vri th 
Hinisterial rank. Upon the election. of President Calderas in 1969, he re­
turned to the private sector as a consultant, CL,d t·mrked for several ir!­
ternational institutions. Dr. Hurtado has been a delegat e to numerous 
international meetings. Understands Enslish, but does not feel confident 
to speak it. Prefers to speak Spanish. 



' . 

Dr. Constantino Quero - Hinister of Development 

Dr e Quero, aged 46, s t ,_died at the C errtr al Uni versi t;r of 
Venezuela l-Ihere he got a degree in Economic and Social Sciences (1950) 
anu. did pos t-graduat e 'Ttiork a-t t~e Univers ity of Cor nelJ_. 

Dr. Quero has held several positions in the Hinistry of 
Agriculture and Development . In t he '": inistry of Agriculture, he t·ras 
chief of the Agricultural Econonic~ Division in the Direc t orate of Agri ­
cultural Econo2ics and of the St atistical Division in the Directorate 
of Planning . In the Eini str-.r of DevelopmerYt; he was Director of Indus­
tries and Econmnic Advisor. 1-Iore r ecently, he has headed his own con­
sulting firm end has been econoni ·c advisor to s everal L"1du.;tria.l asso­
ciations, including the Venezuel~~ Council of Industries and the 
Venezuelan 7extile Association. P.e has also been professor of Economics 
at the Central l!niversity of Venezuela. Dr. Quero is not attached 'to 
a political party (and is best kno~m for his activities in the private 
sector). 



Dr. Valenti ... Hinister of Hines and Hvdrocarbons 

Dr. Hernandez, aged 49, studied at the Central University of 
Venezuela 'tlhere he got a degree in Petroleu..rn Engineering ( 1948), having 
been the first person to obtain such a degree from that University. He 
later did two years of graduate work at the London School of Econo~ics 
(1949-61). 

Betv-1een 1948 and 1956, he worked in the private sector. In 
1963, he joined the foreign service and was Ambassador in several Arab 
countries, Rumania and Austria. He has represent . Venez ela in 
numerous OPEC Heeting_§. He is known and respected in the iJ1ternational 
petroleum sector. Dr . Hernandez recently stated that ""Yri thin OPEC, 
Venezuela is the leading com1try responsible for defending prices or 
defending the purchasing potTer of the money earned from oil sales"o He 
is not attached to a political party. 

Dr. Hern~ndez is married and has four children. 
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Dr. :tvlclnuel Yri.nister for International Economic Affairs 

Dr. Perez-Guerrero, age· 55, studied at the University of 
Paris where he obtained a degree in aw and Economics. Dr. Perez­
Guerrero is a long~tanding member of the Acci6n De~ocratica Party 
and one of the most influentiGl members of the Cabinet · conomic 

fairs.. Dr .. Perez-Guerrero has ha a long career in public office 
both in Venezuela and abroad. Fr·om 1937 to l9h0 he Y.Torked in the 
Department of Economics of the League of Nations, and later in the 
Department of Economics in the International Labor Orgc:nizationo After 
returning to Venezuela in 1943 for a brief period to become a member of 
the Post-war Planning Conunission, he v-rent abroad again in l9L.5 to work 
as Director· of Coordination of the United Nations Department of Economic 
and so·cial Affairs. He again returned to Venezuela in 1947 as Minister 
of Finance under the administration 0.1 the first AD President, R6muJ.o 
Gallegos. Under the Government of Perez Jimenez and the mili tar~y 
Govern.'llent that prece n.~..~d it (l94b-l95b) he l eft Venezuela e1nd worked 
with the United Nations Technical .Assistance Bo~ rd. He returned to 
.Venezuela in 1958 2fter the overthrow of Perez Jimenez holding minis­
terial posts under AD Presidents Betancourt and Leoni.. He was Chief 
of the Planning Office vTi th ministerial rank between 19 60 and 
1963, and Minister of Bines and Hydrocarbons from 1963 to 1967. In 
1968 he returned to th8 UN to head the UN Econ"mic and Social . Council. 
In· 1969 he H'as elected Secretary General of UNCTAD for four years. Unde:r 
the present administration, Dr. Perez-Guerrero acts as Presidentia.1 
trouble shooter on international economic matters. He has been actively 
involved in the recent negotia.tions with the Bank. 

. .. 
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Dr. Efrain Schacht - Hinister of Foreign Affairs 

Dr. Schacht, aged 52, was born in Caracas and studied at the 
Central University of Venezuela ;..; _ere he _obtained degrees in Political 
and Social Sc:ences ~nd i~ L~w (1944). DuriL6 the sixties, he occupied 
several positions in the Hinistry of Foreign Affairs, including Director 
General of the L-inistr.r in 1965-66 and Acting Hinister thereaf-r,er. 

Dr~ Schacht has had a long experience in the academic field . 
His academic ex}Jerience includes teaching Diplomatic and Consular Legis­
lation at the School of International Studies of the Central University; 
Principles of Public IJ3.H R-t the Free School of Journalis::q and Interna­
tional Public Law at the Central University LaH" School. He has been a 
member of the Governing Council cf the Central University. Dr. Schacht 
has published extensively on International Law., 

Dr. Schacht has represented Venezuela at a nu.raber of interna­
tional meetings, including the IV General Assembly of the Grand Colo bian 
Herchant Fleet, the International Office of \·Jar Refugees , the Inter-ft_'lle rican 
Legc..l Corruni t tee of Rio de Janeiro, and more recently, \·Ias a member of the 
Advisory Coancil to the Org<?nizing Committee of the Third United rations' 

Conference on the Law of the Sea. 

Co-founder &~d first President of the Academy of International­
ists in Venezuela, Dr. Schacht has been honored by various Governments 
for his contributions to international understanding. Dr. Schacht has 
also been President of the Venezuelan School of Political and Social 
Sciences. 



I 
~Luis Jose Oropeza - Minister of Agriculture 

Dr. Oropeza, aged 37, studied at the Central University 
of Venezuela where he obtained a degree in La1v (1961). After grad­
uating, he returned to his home state of Lara in Western Venezuela 
'Tihere he worked for several companies in the region. He returned 
to school five years later, attending the Universi_ty of Edinturgh 
~here he got a degree in Business Administration and the University 
of \~lisconsin ;;here he got an HS in Economics. 

He returned to Venezuela to head several financial insti­
tutions and the Livestock Association in his home state. Dr. Oropeza 
first held public office UJ1der the present administration. He was 
first appointed President of the Banco de Desarrollo Agropecuario 
and, three months later, Minister of Agriculture after the first 
Minister of Agriculture resigned. Dr. Or<;.Peza' s father "Y7as one of 
the founding members of the Accion Democractica Party although he 
himself does not have strong political ties. 
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Dr. Arnoldo Jose Gabaldon - l{inister of Public Works 

Dr • . A.rnoldo Gabaldi5n , aged :I:> , 1-1as born i n Cs.rc.cas " nd 
studied at ~~dres Bello Catholic University #here he got a degree in 
Civil Engineering (1960) and at Stanfor d un ·ver sity l-ihor e he got an 
1..-tS in Hydraulic Rt'lgineering (1961). Dr. Gabaldon has ~dorked in the 
public service since he finished his studies in 1961 • 

.He began his public career as eneineer in t he Ministry of 
Public Works. Fl'om 1965 to 1967,. he was Chief of the Project Analysis 
Section in the Planning Division of the Directorate of Hydraulic Horks 
in the MinistrJ of Public \iorKs. In 196 7, he was promoted to Chief of 
the Planning Division of the Division of Hydraulic Resources, a position 
he held until 1971. After 1971, he became a consultant to the National 
Commission of Hydraulic Resources. 

Dr. GabaldC:n has been professor of engineering at AndrC:s 
Bello Catho~ic University and instructor in Hydrology- at the Central 
University of Venezuela . Although he is a member of the AD Party, he 
is best known as a technocrat and as one of Venezuela's talented young 
engineers. 

t 



Dr .. ! .... J~iego Arria - Governor of the Federal District 

Dr. Arria, aged 36, is aJl economist who has '\ororked in the 
Irt~.Br-American Development Da..'1k which he represented in Central Anerica, 
and Deputy Director of Loans for Eexico, Cen-:.r2. Ar1erica a."l.d t .• e 
Caribbean. 

In 1969 he vlas appointed President of the Hotel and Tourisn 
Corporation (CONAHOTU) by Christian Dem.ocrat Presi9-ent Caldera. In 
1973 he resigned from his post in the Caldera Administration to create 
a separate political group kno~n as Conunon Ca-c.se, which riBS allied to 
the AD Party in the 1973 elections. Dr. Arria is an Advisor to the 
President, and considered an influential and dyn&~ic member of Govern­
ment. 

t 
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Dr. Laf ee, aged studied at. the Central University of 
Venezuela ·rhere e c;ot a de :ree i!l Civil Engi r.eeri ng (1941). .hfter 
graduating, he v1or k:ed as an engineer in the public and private sec­
tors, including the Hinistry of Public \-Jorks and t he National Ins tit 1te 
of Sanitary 'Horks. 

Between 1962 and 1968, he was General Hanager and first 
Vice-,President o: the Banco Hipotecario de la Vivienda, a private hous­
ing bank~ 

From 1964 to 1969, he was Treasurer , and Vice-President and 
President of the Federation of Chambers of Commerce and Industry of 
Venezuela. 

Between 1969 and 1971, he h .... el _ ___..___.. 
Democratic Part (COPEI). 
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TOPICS FOR DISCUSSION 

I· ~eeting witt President Carlos Andr~s P~rez 

I ntrod11ction 

1. You may wish to start the meeting coiTlf.lentin on the democrat i c nature 
of the Venezuela:1. Goverr~·-:lent . Tbis recently elected Go;rer nmen lS fo rnea y 
"Acci6n-Democratica 1 -- e opposition party during 1969-73. The Vsnez elans 
are very proud of .J.he fact that they have been able to maintain uninterruptec' 
de~ocratic ,rule since 1959o 

" Importance of the Venezuelan Loan to ·the Ba.YJ.k 

2. You may w~sh t o start the meeting thankD1g President P~rez for the 
leadership role of' Venezuela, among oil exporting countries, in channeling fi­
nancial resources t oward the developing world through the World Bank e .. nd other 
L~ternational ins~itutions . During our recent negotiations, Governnent offi­
cials have ·stressed t t Venezuela L'1tends to use its increased for ei · 
exchan e resource tO accelerate t~e coun ·s dBv l opment and also ntri-
bute to the econo~ic ~~d social progress of other Latin American colmtries . In 

n e~ l on, Tt. wou e t..a you confirm in the meeting that the 
intends to substantially i ncrease its lendin ro r&~ to Latin America (to 

~~~~~~~~~~~~~~t~~~~~v~e~y~e~a~rs, which will repres ent about 25 percent of 
You may also wish to indicate that this planned in-

crease vnll be possible, to an i mportant degree, owing to the substantial loan 
that the Bank is receiving from Venezuela in 1974, and to the expectation of 
similar operations in subsequent yearso (During our previous discussions, this 
planned expansion of our lending program to I~tin AMerica permitted us to 
persuade the Venezuelans to abandon their original proposal to earmark their 
contributions to the Bank). 

B&'1k Assistance to Venezuela 

). During our recent negotiations, the Government has made it clear that 
it considers the Bank's technical assistance and lendin~ rogram to Venezuela 
an important par t e or - enezuela agreement. You may wish con-
firm our decision to assist Venezuela in the areas chosen by the Government. In 
this connection, you may indicate that we have 
in three fields -- capital markets, orts, and steel; that preliminary conv.er~ 
sations have been he a about education ~~d agriculture, and that we are stud:ring 
ways to assist the Government in petrochemicals, ship building and other fieldsu 
(For more detail about his, see section on "Bank Group Operations"). 

Joint Venezuela-Bank Assistance to Other Latin American Countries 

4. - You may wish to remind the President of the Bank decision to enter 
into co-financing ~rrangenents Ydth Venezuela to help other Latin American 
countries , as ~sll a s th8 p0ssibility of j oi~t action to support Latin A~eric~­
sub--regio~al institutions (~1dean Development Corporation, Central American 
Bank, Caribbea..~ Bank) . 



World Economic Prospects 

5. President Perez will probably be interested in knowing your opinion 
about the present l·lOTld sit,~a.tio~, pa~tic1.l~ly L~ cc:: 1e~t :_on ~.:it~. _c~r:o~ic 

prospects for developing countries . You may also vTish to conunent on the 
role of the Wor ld Bank in this ne't! international situation. 

. ; 



II. Heeting with Gu..t"nersindo Ro~fguez, Hinister of Pla..r1ning and 
Governor of the Bank 

Introd ction 

1. You may start the meeting v-rith a general discussion of the points 
raised during the meeting with President Perez. 

Social Develonment 

2. Given the 
velopment, you may 
You may also wish 
ects -- a field ir 

particular interest of Hinister Rodriguez in social de­
wish to stress the B ~ ' s emp asis ortincome ois rl u ion. 
o COTIInent on the Bank experience on rural developr1ent proj­
which Hinister Rodriguez has requested Bank assistance. 

Other Ba~~ Assistance 

3. You may also vTish to confirm to hinis.ter Rodriguez the Bank decision 
t o assist Venezuela in the fields selected by the Goverrunent (see section on 
"J?ank Group Operations"). 

Forthco~in,c; Ann"J.al Heet 'in2 

L. As Governor of the Bank, ·1inister Rodriguez is likely to be inter-
ested in knowing your opinion about t he main issues tc be discussed, and about 
the important role that Venezuela may play ln this meeting . 



III. Heeting ¥'ith Hector Hurtado 1 Hinister of Finance 

Introduction 

1. .M.S Hr. Hurtado has been the main architect, on the Venezuelan s ide, 
of the new relationship with the Bank, you may wj sh to particularly tb£,nk him 
for his role in this aspect and to repeat to him the Bank decision to assis~ 
Venezuela in the fields. selected by the Governnent. 

• 
General Econo .ic Situation and Prospects 

2. Mr. Hu..rtado v7 bei ng imolemented b 
the Government. You may wish to discuss with hiin, in a general ways the main 
aspects of the present economic situation &~d prospects ( see section on 
ttEconomic Situationu) . 

Selected Areas of Bank Assistance 

3. As Hr. Hurtado is 
ernment h8.s regues.ted Bank assistance 
c emical , you may w'ish to discuss t ese areas 
tail (see section on "Bank Group Operations"). 

more de-

I 
l 



TV. Meeting with Carlos Guillermo R&.""lgel, 
Minister-President of the Venezuelan Investment Fund (VIF); 

C~sar Mru1duca, VIF Vice-President; 
and other J"IF Direc'tors 

Borrowing Opera ~io~s 

1 • As VIJ; is the institution from ~1hich the Bank is borrovring the $500 
million, you nay wish to discuss the characteristics of this operation (see 
section on "BarJ~ Borrowing in Venezuela"). You 111ay also wish to emphasize 
that the Bank considers this operation the first of a series. (Although there 
-is no J.rm e ~ · · respec , l ls un erstood that nmv 
Bank borro~ will be considered in 1975 and subsequent years). 

Signature of t~e S500 ·1illion Loan 

2. The loan document will be signed by you and Hr . Rangel . The Govern-
ment has not decided yet if this will be made during the meeting v.rith the VIF 
Board of Directors, or during the meeting vri th .President P~rez . 

Bank's Technical .t_ssistarice to the VIF 

3. You may -.rish ·to confirm the Bank decision to offer its technical 
support to VIF, particularly through the Bank's Treasury. 



V. Meeting with Centra1 Bank 

Borro"t-Ting Operations 

1. You may wish to start the meeting by thanking l1r. Lafee for tly 
assistance of the Central Bank in our first direct borrowiri operationlC~ 
Venezuela - a bond issue of s equJ..valen to y2J nu in 
March 1974 sold to commercial bahks through the Central Ban.T{. You ma:r also 
wish to mention to Mr. Lafee that the Bank appreciates the regular subscription ~ 
of the Central Bank of Venezuela to our Two-Year bond issues. (For details 
see Subject Briefs on Spec-ial Issues - Item 5). 

2. You ma,y also wish to thank Mr. Lafee for the Central Bank's 
assistance in facilitating the present $500 million borrot.;ing. 

General Economic Situ.ation 

3. You may wish to discuss with Mr. Lafee in a general way the .economic 
situation and pro t of V ne uela (see Section on Economic Si tuat:i.on), 
Hr. Lafee is the only member of the opposition Christian Democratic Party 
( COPEI) ftllont you t-rill meet individually. ~-



( 
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VI. Heeting with Hi~h Le,:el Hen1bers of the Central Govern.rnent 

and Autononous AgEncies 

Tecrmica1 Ass~.stance 

1 . On Thursday, August 7, we were informed that the Venezuela.11 autho-
rities 'Hished to issue a joint statement on technical assistance in agreement 
with the Aide Hemoir:=s of May 20 and 22, 1974 (see ttSubject Briefs on Special 
Issues 11 ) after this meeting. In view of this request, we asked the Latin 
America Projects Department to conunent on the issue of technical assistance. 
Projects believes that there is no question that our response to the 
VenezuelBn r eq_ucs t. for technical assistance should be very positive. Spee5_f .. 
ically, it reco:r.~.mends that we seek the folloHing broad agreement: 

a.. the 'Ban.k ; to provide technical assistance to 
Venezuela to the extent COllSlS en with its resources; 

areas 
assistance and where the Bank is 

c . subseqttently agreements Hill be reached on the objectives 
of technical assistance in each project, the precise as­
sistance to be provided by the Bank, and the steps to 'be 
taken by the Venezuelan authorities to ensure effective 
use of that assistw1ceo 

2 o · vie understand that the Venezuelan authorities are in agreement vii th 
(b) abole, but do not kno\..; their vie\vS on (c). 

3. Nr. G · alez-·Cofifio, Division Chief of the Venezuela/Ecuador Divi-
sion, is currently i~a. ~ discussina a ossibl This 
statement tvould be of a general nature. Since this issue is still being dis­
cuss9d Hith the Venezuelan authorities, Ci brief on the natm"'e of the possib.lt; 
joint statement will be ready on your ar:riva1 in Caracas. 





' ;. · .. 

Reviewed at the Regional Vice President Level 
on October 18, 1973 

QTTT-OF-DATE (Recommend that you do not read) co;~FID:S..·JT jJ..L 

COUJfi'itY FllOGRJd1 PP.PEH DECLASSIFIED 

APR 0 9 2013 
WBG ARCHIVES 

Postscl' ict _____ ;._ 

Lr J mh 1 .... , • l 8 }' c' r:·l· 0,.., ,., Vi " r> Pr A ~ l C' en '· t c .,.,. tvc, .. .t t1 'J _"""..._... .&... .. ,".,:)- ... t .{ L1 u rcviei·l ·hYets held on October 18, 19?3" 
The principal conclusions were: 

a) 

b) 

The J'Gcent j.rJ.crcase in De'L:c olclUYt t axation - 1-1hich uill odd 
~r600 million t0 Gove:rr:.:n.c.:nt r c:~J t=-·:n uc s 'in 19?h, oVcl' t he level 
p)•ojcctcri in the c1J.'a~~t sco:·lc:r:·t.Lc }'eport - h3s substantially 
imp:::oved Vcr:ezuela'r. rG:::-.ou.rce plosp~; e:t.~:;. This redness any 
j ustifi co.tion for B2.nk lc:::chng on r c.:o1u· cc r;2p grounds in 
the fol~esee;~ble futuro, since ou.r ecor..o7Iic r cport indic.:1tcs 
that e'Jen '.-Ji~~ll 8 gro~:-t:-1 ra-t.o of 6 • .3)~ the current.~ .JCCOUllt 

deficj.t uill not c:xcced ~il~OO r:1ill:i.on. 

It H3S afr eccl t11.:'1t > d.ef.>pi t(? its per c~J.pi ta GJlP of over 
01,000, Vene£~ucld ruilc.in;::> eligible for Bank· lending bc;co.use 
of i ·cs sev 8T c st.:cucttn· ~J. imba L1nces ( J..CJ ck oi' di v cr sii'i cc:,t:ion, 
skm·TGd :inccme distl'i hution, and UllCEiployncnt ) . n.r. Al'L,c'.Y 
su2ge0ted that opc:rt from the con·cribution ~he B~.:nk could 
InakG thrcn.:gh itG technical inputs to improvinG the econornic 
struc·tur e .~ ther <~ \J~l. s c: r:1L·.d.r:nu11 pr ogr 2m the B~~ nk should 
fi :nancc sinply on GJ.'CAr!·lcis c:·~ r:w:iJr~nini.nc a re l o.t .. ion::h~~p . L1 
·LJ.-w G.t;·~,f.UJ · le CC:i.be, ue couJ..6 r;o·t ruls out, ti'1c p oss ibLU.ty of 
t e:;ci.ut.olot-:j_c;,::.::. dovclorJ~·1~{lts in the future that Hou lcl reduce 
Venei:1.1cla 1 s oil revenues ::-.ncl requ-ire CJn i ncrc2se in Bank 
lcndirlg eve:1 on finoncial ground;::;. HEi'1c e , the impm:to.nce 
of mDintoininc rGlations . 

c) The B nk ' s ;;tr2tes;-r in lendin0 for e:cricult.urc ;·;r.:s discus~;ed 
i n the light of the IDD 1 s hcJ.V.'f involvement j.n this sector, 
especi2lly i;1 i..he J.o;-~-incon-::: subsoc·L-or. It l·i.ss a:t'L';lled tbot 
t,hc Bon.l~ 1 3 tJssist.dnco in c:l[:'t),cult·u~·8, in <1d.dition to pror:1ot-
inE~ "lncrc<.1:::>ecl domc~;tic food production and substituting imports, 
Hould sLren~t,hcn Vcne~ucl~'s neu regio n c:. l cievslopmcnt policy. 
Horeo"~/Cl'_, ,,·ri.th t.be Bzn1k ' s ph2si.ng out of infrc..structure l ending 
o.nd. V~::net:·.ucl<1 1 s not bc i r(~ Gc.~ger to bor rm .. J from us for educ~tion~ 
c~r;ric:1-'1·(.1.:s:·e 1-:::: s o:10 oi.' ·!:,he i'ei·: sectors \·~hcrt; 1-.JC co1J.lci be 0ctive. 
Ht' • ;\ 1 tct ~ ; Gr cc."cl th:·t 1·.:-o should deter nine hm·i j.mpor t:-.n1t t,lw nc1·1 
rccio:-l.l J. dc..\:c::lop:rJcn;.:. "st.r.uctu.rc: is likely to be, but felt. t.h:~t. 

ir~port sub s ·.itut:ion :~n iood .1;ould he.:in j.r~)Ol'"t r.lrrL objc:ctive 
on1J i.f cir cur:1~3 L~:1cc.!::; chJ.:1:;od nnd l:1clc oi' for cj.r.;n cxchDnt:e 
bcc<:.mc 2. d~? rnlopment cor.str ~:int . 
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d) The C1racas Hetrc project Has discussed. J·1r. Alter at;recd 
it 11as o.f hieh priority; the question Has Fhethcr the Bank 
s!:101Jld p!';l't,ici. p~: te. in its fin;lncin~ in v:i.c";·l of Vcnezuol2 1 s 
abu.nci~u1cc of forc~ir~ excha nr:;e resources, its ohvlops 2bility 
to bo:rro"\·J e1G f3"1J i1 src if nc cess.::-:ry~ <.1nd our severely limited 
le,.l<:..r<-~Ge for brin~ing about insi./.i. tutional changes. He l·mnted 
the p:rojoct reto.ined in tho pror::;rc.m, but cautioned ngainst 
oncom·2cin~ the Ver:szuelCins to expect 3 locm, p3rticulo.l·ly 
since the minimF,.Il ~d.zcd I3:-mk lc2n :recll.d,rcd to accomplish ou11 

obj ectives rr:ieht be ~rcatcr than the amormt ue are prcpc.n·ed 
to lend. He held [3'1' 2v e doubts th<:~ · c the; V cnezuelans are pr c­

p ared to tetko effective :Jction to restrain -Lhe gro~·rth in 
automobile usc1ge. In Venezuela un 11 o.dvancod procramn for 
rcstr.-:ining the gro·~·rth of private automol:d,le usage '\·;ould 
probably be required. 

e) SU .. i'1Jrrrin~ up, N:r: . Alter said a floor of say ~>20 million on our 
annual l endinG program ·Ho.s appropriate if this is necessary to 
maintain a r el0 tionE~hip 1-ri. ·Lh Venezuel2 o.nd pr oviC. cd He <Jr e 
able 1-ri ··h such D program to achieve some institution-building 
objectives $ The justification for such a floor Hould be 
enhanced if at t.he s2.me tim.e the B::1nk could place spccj.al 
bond issues i n VenE~zuela. on a significant scJ le. 

46~ In vic11 of the forthcoming elections in Venezu Gla (D ecember 1973)) 
and the fact th:..:.t no B'-.1nk mw.'1po~·mr input is pl~nned for the mmr,ent , it 1·:·ould 
be approp:c:iate to formulate a CPP ufter the neH Government h c" s 2ssw·,1ed office 
in H!:l.rch l97b. and He h::lVG had 3 d1~{ncc to assess its policies .. 1-t:-. Alter 
ther Pfore ('On"'jrir~rE'rl it. 'Jr:nr..>c·--::,.-.S'" l' ~r t hr·t -1-l-18 P''C'.c:--C"".;.. , .... -::pc·'· bG ....... u-1· U..,....· <'cr ..,~~, ~n~ -~, - ' .... ~ . .... ! •• • · ·~ - · • --..- · • .-.. . · ... ~ '-\.,.)\ \...~- J "' U l.J .._ .u J..LV J-IL- .} · - ~ V ;~ ..1.. .,. C..,\,~'-.-ll• 

by Nr , lCn;1pp .. Only the ott&ched 1endine proE;r2m (Attoc.h.Fl.Jnt I) Hill be 
r ot3insd for V.:.tt ions forVJard plannil"lt~ purpos es on a provisional basis D-Y1til a 
fre sh CPP is prcp.s.red next year. 

Latin J.u~~crica 3nd Car ibbee1n Depo.rtmont 
1'Jo\'ember 2_, 1973 
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14, 1972. An eco:1omic missicn 'ti2itsd the ~ou:1try in 1:.:1rcj/.'..pril 19?3, er:d j_ts repo:. ·· 
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p ap3r, esp:;cially in S-2ction•J C s11d D. Ho\,~evE::r; e. nsw g-:;ve:rrunen-t, 1d.ll 2,3st;·n~ 

office in Narch (Parag~aph 3) ~,;h0n 1-;s would pl:.~n to diSG\ls~: \vi th :i.t it~3 pl.3.n:3 
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posture misht ·Harrant a sui te.b::!.y enl.arged Bank role in Ve:-!..::;?.u.ela, as J:,(~ntione.:l 

l atfJr in this paper . 

A. P OLITICAL FRA?.ffitlO~K 

2. Venezuela has been a f 1L11ction:L'1g dcm.ocr~'cy s~ .. r.c e the ove;r·thrm·: of 
President Harcos Perez Jim::;ne z in 1958} strengthen.-::d ::.n 7.h~ earli.cr ye;~~:r· s by 
a coalition bet1-1een the -L1..;ro lead.~-~e parties. 'Yn8 coalition has er·o~~-~d ·sine:::. 
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-the last election of 1968, and the governing Christian Democratic Party 
(COPEI), for lack of majority in the Congress, has had difficulty in obtaining 
legislative support for its initiatives. This, incidentally, has affected the 
Bank operations, because the Venezuelan law requires Congressional authorization 
for each foreign loan contracted. 

_3. Elections \fill be held on December 9 for a neu President and Congress 
to take office in Harch 1971-L. LoFenzo Fernandez is the candidate of COPEI, 

' .. i 1e Carlos lUld(·es Perez is the candidate of the major opposition party, 
1 ~-e~on Democratic a (AD), which held office from 1959 to 1969 ~ ·Ji th only a 
.")nD percent rna:." gin over his closest opponent in 1968, President Rafael CaJ..dera 
has sought supp ort for hi s party by adopting a nationalistic position on oil 
and natural gas, and through establishing diplomatic ties 1·1ith Eastern Europe 
and, shortly, Hith Cuba.. This has give new respectability to the left, and 
the chief gainer has been the far-left Hovimiento al Socialismo (I"i.A ... S) of Jose 
Vicente Rangel, "tvhose supporters include many poorer Venezuelans, those dis­
enchanted 1iith parlia.i-nentary denocracy, and students.. The Comnunist Party 
(PCV) is iri an P.llende- typ e front \·Iith the .~..iovimiento Electoral del Pueblo (HEP) 

-w·hose candidate is Je::;us Angel Paz Galarraga; ho--..Iever, many of PGV-1'1EP 1 s 
follov:rers are likely to vote for COPEI to t.ry to insure the defeat of the 
anti-Com.'1lunist AD .. 

h. Perez Jimene'z still has a large nationalist-populist following in the 
country, but :recently the Supreme Court sustained a constitutional amendment 
enacted ea:clier thit> year i>Jhich bars persons convicted OJ.. crimes from running 
for public office. This 1vi.ll prevent the candidacy of Perez Jimenez, though 
a number of smaller-party candidates profess to be running in his name. On 
the whole, the expectations are that the two Inain parties, COPEI and AD, will 
come out of the elections more or less evenly balanced. If the experience of 
recent years is t.o be avoided, it 1rill then become necessary for the winning 
party to consolidate its majority l<~i th the support of some of the smaller 
parties thu3 giving the latter a disproportionately large weight in policy 
detennination, if not in the government. As a perhaps mor·e stable and 
effective alternative, COPEI and AD may once again come together in a 
coalition .. 

B.. RECEHT ECONOHIC DEVELOPHENTS 

5. As a consequence of sharp increases in oil taxation and substantial 
short-term capital infloHs in the last t-..·m years, Venezuela is presently 
enjoying the highest level of foreign exehange reserves in its lli.story: $1.7 
billion or the equivalent of about eight months t imports o r~spi te some recent 
increases, the external debt-service ratio does not exceed 7%. Fiscal 
performance mirrors developments in the petroleum sector; public sector savings 
increased by 75% in real terms in the 1970-73 period, permitting an expansion 
of about 35% in public investment. As in the past, rising petrolerun revenues 
have eased the pressure for an increased tax effort in the nonoil sector and 
reduced the need for foreign and domestic borrm..ring to finance public investment. 
D2spite some recent upward pressure on prices, the inflation rate has not 
exceeded 3 .. 5% .. 



- 3 -

6. At the same time:- from a developme1 t viewpo} nt, little progress has 
been made in the last several years. 'l'he cour1try continues to be highly 
dependent on oil, \Jhich still accou...l1ts for more than 90% of merchandise 
exports and tvo-thirds of government revenues. Nat of terms-of-trade effects, 
the share of petroleum in GDP declined bet1""een 1961 and 1971, reflecting more 
rapid rates of growth in the nonpctroleum sectors; nevertheless it remains the 
domina..11t sector, and agriculture qontributed only 7~{ of GDP in 1971, and 
manufacturing (net of petroleum refining) only 13%. Norcovcr, the grm.,rth 
rates of at:,riculture and. industry have declined in recent years. The overall gro·wth 
rate of the economy it:. the par:Jt ten years has been fluctuating around 4 to 
4 .S% declining to 3 .. 5% in 1972, barely abov'~ the 3 .L)£ population grmrth rate .. 
Despite a per capit,a GdP of $1,060 income distribution is such that the average 
income of the poorest. 2.5% of the p0pulat:ion does not exceed $250.. About SO>~ 
of the urb.::ll'"l population live in sJ.w-;-i~ and sh.?nt~yto-\Yr!S.. Unemployment in the cru.~ac?s 
metropolit&n area is estimated at around 'JO)L JuJ.d su.bstat"1tial expenditures on 
education not~:Ti tr1st.:.ndir1g ~ the illiteracy rate st -"Ylds a.t 23:% (40% in the 
countryside)} or muc;h h:.[;her ~ha..>1 in other countries ui -L"l similar income levels .. 

7. Venezuela! s prospects for the future will depend upon developments in 
the petrol9um sector,. and on the adoption of appropriate policies for diversifying 
its economy dnd its exports as Hell as for raising additional domestic resources. 
In addition, the efficiency of government programs to benefit the lower-incomE'-! 
rural population ne8ds to be improved, and neN resources are necessary to cope 
with the problems resulting from increasing urban concentration. 

Oil Polic_x 

8. The ma.jor recent development in the oil sector has been the almost 
doubling o.f government revenues per barrel since 1970, in line with the various 
agreements betv,Jeen other OPEC c011ntries and major oil companies. Export volumes, 
hawever, declined by some 13% in 1971-72 from the 1970 peak, in part because of 
the high sulfur content of Venezuelan crudes and the declining production 
capacity of existing oilfields.. Export volu.me is rising in 1973, although not 
to the previous high le·v-els. The investment climate has deteriorated in recent 
years as a result of a stiff Reversion Law and uncert:1inty regardi:~ the 
structure o.f the oil sector after reversion of private concessions beginning in 
1983.. The U"S. GCNe:cnrnent has recently shovm increasing interest in jo:int 
development of the Orir1oco 1 eav:r oil belt 1r1hose recoverable deposits are estimated 
to be three times the present nmount of proven reserves . Technical and marketing 
problems, however, harnper early exploit3tion of this high-cost oil .. 

9 Our recent economic mission estimated that, if there is no change in 
the govern.rnent's oil policy, oil production rrl.3Y decline from 3.1~ million barrels 
per day in 1973 to 2 .. 5 million in 1980. The urgency of solving the investment 
issue is hoHever ostensib}¥ lessened by medi·llm-term price prospects. Gi-ven the 
present high cost of alternative sout"ces of energy and t.he strength of OPEC, 
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oil prices might more than double from present l.ev<~ ls by 1980. The key 
question in forecasting crude oil prices is what will happen when the present 
c ontractual arrangements .for Middle Eastern posted prices expire at the end 
of 1975.. A rather conservative assumption is that the present contractual 
escalavion of about 4 .. 5% annually ,.fill continue.. In addition, the Venezuelan 
freight advantage over the Hiddle EaC)t for oil deliveries to the U.S o East 
coast is likely to increase as a consequence of the expected rapid rise in freight 
costs. TI1is would allow the Venezuelan Government to increase its r evenues 
per ba.r'rel by ar1 additional 2% ann~al1y and still maintain the competitiveness 
of Venezuelan oil vis-a-vis the H:i.ddle East. All in all, a prudent estimate 
Hould be that. government unit re renues may increase by about 6.5% annually 
through 1980. Coupled \nth declining production, this 1-:ould lead to an incrc~se 
in total government oil revenues of about 2% annually, certainly not sufficient 
to finance an ambitious development program .. 

t 

Diversification of the Economv 

1 0~ The oil sector not only accounts for Venezuela 1 s high income level; 
it has also introduced cost and price distortions in the economy which have 
contributed to the underutilization of potential productive capacity outside 
the oil sector. The exchange r ate is l argely determined by the highly efficient 
oil industr-.Y and is not sui table for the rest of the economy. Recent exchange 
rate movements have not improved the situation. After an eight-year period of 
excha-rtge ra·te stability, in December 1971 and again in February 197 3 the 
bolivar 1-1as revalued 1-rith respect to the dollar, each time by 2.J%. Taking 
into account the adjus~~ent of major currencies as well as inflation-rate 
differentials bet1..re en Venezuela and its major trading partners, there has been 
a trade-weighted real depreciation of the bolivar since 1964 of not more than 
6%, certainly not enough to redress the initial disadvantage o.f the nonoil 
secto:!:'s. It 1v-as therefore the conclusion of the economic mission that, in order 
to promote export diversification and realize the productive potential of its 
nonoil sectors, Vene zuela will need to rev-ievJ its exchange rate policy and 
related measures. 

11. Venezuela' s indQstrial promotion policies have resulted in the develop-
ment of domestic industries directed exclusively to the. local market. Import 
substitution has been fostered by heavy protection, mainly through import quotas, 
rmile nonoil export promotion h as been neglected. The easy stage of import 
substitution is n ow over, h owever, and t he internal market is too small for 
significant development of the interr11ediate and capita l goods industries. In 
recognition of thi s fact, Venezuela has recently taken several steps to foster 
out-viard-lookin~ indu3t:rial gr01vth. It has replaced the previous system of import 
quotas with an ad valorem t ariff, dra1.-n1 up a scheme for export subsidies and 
export financing, and joined the Andean Comrnon Harket. Ho'.-rever, the new tariff 
tends to maintain high protection for the established consumer goods industry 
and probably does not g-l ve enough protection for intermediat e and capital goods. 
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Fur! li.er, the proposed level of ex:por t subsidy appears insufficient -to compensate 
for the overvaluation of t.hc bolivar and for :relative inefficiency. This problem 
affects the most promistng products in the public sector - steel, processed 
al1h'1ti.num, petrochemicals and LNG - and to a nru.ch greater extent the pri·V'ate 
sector which 1 ould provide the buJJ< of nc,;.; er~loymont opportunities through its 
more labol~-intensive activit:i.es. If the country chooses to promote a strong 
expansion of industrial e:h-ports - including RXports 1d th high labor content -
it 1.vill have to establish higher incentives for exports generally, either 
through a more favor able excha.Ylge_ rate or a higher generalized export subsidy. 
An effective expor-t promotion policy relyi.n_g entirely on subsidies 1-rould entail 
t4~ need for appropriate tax measures to finance theu· fiscal cost. 

b. Apicultural Dcvelonment 

12.. Huch of Venezuela'n agricultural land suffers from seasonal deficits 
or surpluses of 1·mter, unsuitable terrain, or poor soils. The mountain valley 
and piedmont regions ere genc~r ally productive and offer possibilities for the 
extension of rain-fed agricultu.r~.;, but else-r..v-here irrigation, drainage, or flood 
control is required.. l~arge areas of the south and the east are suitable only 
for extensive exploitation in pastm•e or fol"est. LackiP..g a deeply rooted 
farm:ing tradition, moreover, Venezuelars rural population has been readily 
dra1-m to-ward urban centers offering arttficially high wage rates. 

13. The real value of agricultural production grew by an average of 5.1% 
annually betHeen 1960 and 1969. This Has attributable largely to rapid increases 
in output of sesame, rice, suga_, milk and poultry, achieved with the benefit 
of gov .rmnent investme 1t it. hydraulic -Horks, subsidies and protection against 
imports. The increases took place in areas ~nth favorable topographical 
conditions conducive to mech8nization and med1u.m- and large-scale farming, 
Hhile traditional agricultural regions Hith small farme:rs Here virtually 
unaffected.. There lhlS therefore little improvement in over all statistical 
measures of either land or labor productivity. Mare recently, the agricultural 
growth rate has slo·ued to 3.4% annually (1968-72) 5 while crop output has increased 
by only 1.6% annually. Although agricultural exports rose in value between 
1964 and 1967, there has been practically no increase thereafter. 

14. Because of the loH average income of the population dependent on 
agriculture, the failure to improve productivity is a major source of concern. 
Agrarian reform has been a government objective since 1958, about 6 million 
hectares of public and private land having been distributed to some 196,000 
lo7tJ"-income rural families. Of $531 million in government expenditures on the 
agricultural sector in 1972, some 54% was spent almost entirely to benefit the 
lo-vi-income subsector. In addition, the governmc:nt spends heavily on ru_--cal 
education, housi:lt;_, electrification and vrate.r and sewe.rage systems. ~lhile these 
activities have increased the services delivered to the pe3sant sector, the increase 
in production has in most cases been slight, and an estimated 66,000 land-reform 
beneficiaries have left the land due largely to inadequate size of the holdings 
assigned, lack of technical assistance, and lm.; income compared with urban oppor-tun­
ities. To raise the productivity of land-reform recipients, a $180 million Integral 
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Agrj.cultural Development Program (FRIDA) is under -vmy 1n th the help of an IDB 
loan of $75 million. 1'he project includes $37 m:tllion for small-farmer credit 
to be made available by BAP. 

15. Continuing gov€l'nment effort is required to raise agricultural output 
and productivity and to mee·l.i the gro1nng internal demand for food. Increased 
public expenditure is needed chiefly to relieve the shortage of lone-term credit 
and for hydraulic works to exta~d ti1e cultivable area and particular~ to upgrade 
areas already in use, Hhile at th*e same time improving the utilization of 
irrigation and drainage uorks already· constructed.. In addition, an exchange-rate 
reform would imp:r ove the coropeti ti veness of agriculture. Present government 
policies to encourage cornr,1ercial agriculture while at the same time raisir~ the 
productivity of small farmers should be continued and strengthenedo Labor 
productivity and tncomes in the traditional agricultural zone may also shol.r 
some statistical improvom0nt as out-migration proceeds, both to net..;er agricultural 
areas with a better rcsou.r. ce base arid t..o the cities. Hean~.fuile, the low-income farm· 
population ·Hill continue to be benefitted by govc..t n.m3nt programs of educatior, 
housing sanitation and electrification., 

d. Fiscal Policy 

16. The improvement in the fiscal situation in the last two years has 
tended -c.o lessen the sense of u.r3ency for a tax reform 1mich had built up tmder 
the financia l strain. of 1969-70. Nonpetroleum revenues now amount to only 8% 
of nonoil GDP .. , This fi!!ure places Venezuel~. Hell belo1r1 t.lle av erage for most 
develop:lnz countries, especially for those ·vrith comparable levels of income, 
and it indicates the anstence of an ample margin of 1L.'1.tapped capacity. On 
the expendi tur e side, the goverlli'11ent's fiscal performance has been satisfactory. 
A portion of the increased revenues in 1971- 72 Has spent on investme.""l-t, and a 
substantial part of the increased current expenditures -vms devoted to education 
and health services. The diversification of the economy 1dll, however, require 
higher levels of public investment in the futt~e. At the same time, public 
e.Jcpendi tmes on education, health and lo1-T-income housing will have to increase. 
For the next few years, the main constraint on the expansion of public invest­
ment seems to be the limited absorptive capacity of the public sector rather 
than fiscal resources. For the longer run, hm.rever, increased taxation of the 
nonoil sectors of the econonv is a ~ine 9.ua non for a financially sound, adequate 
expansion of public in\festment. Additional taxation and reform measures need to 
be cons i der eel not only as a means of raising revenue but also as a means of 
affecting the distribution of income. 

D .. : ffiOSPECTS FOR DEYELOPMENT 

17. It itJas the conclusion of the economic mission that an average annt:.al 
growth rate of 6.3% annually (the same rate envisaged in the 1970-74 develop­
,ent plan) can be achieved in the next five years if the new govern.Jnent is 
able to give a fresh impulse to petroleum development, bring about major 
structmal ch.anees through appropriate exchange rate and fiscal policies, 
and increase public investment. 



- 7 -

18 . Venezuela hn.s ai''l e.xcellent, rosom~ce base ·co permit the diversificat:i.on 
of the econorrtr and ir1 }J3!'Licul:r.t of e;tport~. J.~ro:;:.pects tor industrial ex.eo:r-ts 
center on stc.el, prcces8cd a lu:n.inmn and potr ochern.i. cals. A long-run m3 ster plan 
for steel developm.:-.nt is presently lmder ~rep .:--.ration, and Venezuela has UJ1der 
consideration a steel projecG to balnnce the prcduction of raw steel 1-r.lth that 
of final prod 1cts; the Guayana Dev-3lopme11t Cor:por::ttion (CVG) is negotiating 1-ri th 
an Italian firm fa:.~ n m2jo:tt st.c~~l plant for exports o Export potential also 
exi.sts in the prod·0. ::tion of high quality consumer goods .snd in the processing 
of agricultru:alproL'.uc s .. Anoth~:c area ~t.rho:r~e Ve:tezuela has a special advantage 
is natural gas. b.l'.hough the initial LNG project clra1-n1 by the Venez.uelan Petroleum 
Corporation (CVP) fer e;:::port to the UQS East Coast has been hampered by a lao;.; 
prohibiting the '\}Be of gas not originating in oilfields for such purpo5es, a smalle:r 
project ba .- ,3d on so-0:1llod Dssociatod gas is cont~~~- ~plated. In ag-ricultu"CG. irr.;.:J\_.rt 
substitut:i,on in beef~ feod.g1 ai 1s ar~d oilsocds should continue to be a majo' 
stimulus of growl-.h. 

19. Although "tJ9 e~~per; , be·0tn.~ use of ex:istiru; pr oduct~i ve capacity as ·t~elJ. 
as :t.'educcd emphc:;.si.o on h'~"'J.""vY ~i~::"Jl"ast·J.1Uctu:L'8 ·rrvectrr~elYv in the futtire, ljhe :-'Jh:·.!:t"e 
of invest.me~::.t in GD? ltould h.:l\'e to l isG fro:-1 th;... p:res$lt 31% to 3.3% by 19?8 'to 
permit an acceleratton of the Jr'OYth rato. Abso:rpti've capacity of t~he public.: 
sector 1~·ouJ d nave to imp .. :o e to permit a substantinl increase in public invest­
ment. The public sector investment program r eco:;r ... rnendGd by the recent Ban.k 
econo:rn.ic mission would further strengthen the econowy by directing it progr ess-t vely 
toward eY:ports ~-rhile continuing to provide expanding social sor·vi ces for a 
rapidly g-.co~·ring pcrpulation.. Tho major sectoral shift a.'r"lvisagcd favo:rs increased 
&iiphasis on manufacturing industry. 

20. 'Ihe financing of such a prcgr am, whi.ch would be required to achieve a 
6.3% growth rate., would call for additional domestic resources as v1ell as 
increased external borrmvir~. Ho-:,-re\1er, it would be more appropriate to consider 
an accelerated groHth patte:·n, and the Banlc role therein, after vie have received 
some assur ance from the neu government in regard to the policies it int.ends to 
pu.r sue concerning the problems alluded to in the preceding paragraphs. 

E. CAPITAL INFLOdS AND EX'I'ERNAL AID 

Past Trends 

21 . Capital in.flvws have played an impor-tant role in t he last five years 
in expanding the productive c3pacity of the country and more than offsetting 
the current account deficitJ thus allo1·n.ng fo:reign e..."'Cchange reserve accu.-rrrula­
tion. Private c:::tpi.tal flo-~s have been ext.r aordinarily ·volatile in the past. 
Political uncert3inties ovo:r tax r oform and relations with the petroleum 
companies i:aduced subs-Lanti.Jl outflows in the mid and late 1960s o Starting in 
1970, hoHeYeT, this trend 1-;as reversed as a consequence of the international 
monetary situ<Jtion and relatively high interest rates in Venezuela despite 
continued net disinvestment in the y .... etrolelun sector o Ptlblic bor rowing has 
become o.n incre sin~~1y important source of foreign exchange, and the country 
has incurred substantiul public debt on commercial terms. Out of a total of 
$1 325 million in external public-loan con~itments in 1968-72, about $1,080 
mi\l. on cams from p:t i v ~i L8 sonr ces. As r consequence of the increasing 
rel.i..ancs or.. com' !f.;~· Cl31 ~:;o~.1r ';?3, the e~-::ternal debt-service rati o has incr e.J.sed 
fr.on 4~~ in 1?6:} rJ· .6.8~.; in 1972 .. 

.. . 
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22... The IB..R.D mo.de cormnitments of $11h million in 1968-72. Our lending 
has been mainly for infrastructure> inclucling pcP-Jer s roads and telecommunications 
and, to a mino:r· extent, for agriculture. IDB lent $95 rnillion,J/ 44% of ·dti.ch 
was from the Fund for Special Operations (access to which by higher income 
countries is noH being restricted).. Fully 50% of IDB lending was for the small­
farm sector and 13% for electric power in smctil cities and rural areas, 1vhile 
35% was for industry, including petrochemicals and aluminum. Recently, three 
loans approved by the IDB Board and pending signat-ure were C&'1celled as Congress 
h ad fail ed to act on the related. external borro1·Iine legislation. \'lhile AID has 
made no capital loans since 1962, ExjJnbank authoriz.ed $31 million in direct 
export credits in the last fiv e years. 

fui:;ur e &t.ertna 1 A· d 

23. On tho basis of its presept lerding program, IOB is likely to provide 
the major part of e.A"te.,l~nal public capital in 1974~7B, uith a commitrrent level 
of about $65 million a11..rrually. IDB is looking for1:a ·d to possible proj ec-f~s :1.11. 
agriculture, ru. al dm;elGpin3:nt, rm-- nl e1ect:!.1 j,_L:i,cation, fishiP..g, Ul"ban develop~ 
mont an.d eG.ucation, as 11cll as in steel and LHG.. E.xin:ba.nk also hopes to inCJ. .. ea~o 
its lending "to Vmezuela, probably to a level of $35 million annually. It could 
play a wge role in financing the LNG project if Arneric3n equipr1.~.ent and/or &~ips 
'\-Iere pur chased., vli th IBRD providing a~ ound $23 million ar..11.ual}s" on the basis of .· 
our present program, the lending of the official agencies m.i.ght reach $125 mill:i.on 
annually or roughly · t wo and a half times the 1968-73 rate 6 

F. OBJEDTTVgs Olt~ BANK D.:d\fDTI·lG 

24. Recent Ve-nezuelan go'Verrunents have followed cautious economic policies 
lmich, because of rising oil r e\1e."1.ues, have allowed scope for publi c investment 
programs of respec·table size, large expenditures on social objectives and 
( except fo1, the petroleum industry) a favorable private investment climate. 
However, the developme..'tlt thrust has faJ.len short of the country's poten·tial for 
growth. Because of the decreasing justification for resou.r ces from external 
public lending agencies on purely fj,nancial grounds, the Bank has been phasing out 
lending in fields where we have already made large CO.i'llmitments and where we no 
longer see the n eed or the opportu..l'li ty to contribute significantly to the streP..gthenin:·: 
of key insti·tutions . 

25.. In earlier years Bank lending 1>1as almost entirely for higln·rays, electric 
po-vmr and telecommunications. Today Venezuela has a v-1ell-developed hig1n~ay netHork 
including approximately 12,000 paved miles, an increase of 63% in the past decade. 
The most pressing transportation problem is no-w- in the city of Caracas, whose 
rapid demographic and economic growth has produced extremely coP..gested i:J:taffic 
conditions, alleviated but not resolved by large investmen-ts in urban e:x:presm·rays 
financed in part by the Bank. Electric power generation per capita is now the 
highest in La tin .A.mer ica. Through C . A. Administr a cion y Fomento Electri co ( CA.DAF.D), 
financed in part by the IDB, great strides have been made in rural elecu~ification, 
1-)hile Electrificacion del Caroni CoA . (EDELCA ), with IBRD help, has begun the 
development of the hydroelectric potential of the Orino~o Ri'Ver s,ystem. The 
teleconnm.lJ1ications system operated by Campania Anonima Nacional de Telefonos de 
Venezuela (C!\.:NTV) hns also m.:lc.1e progress, .alth0uc;h its facilities do not yet rr.eet 
the n'eeds of ··,he ·ec·on cr·y anc ti.tere rem· in3 consi.derable room for administrative 
and ·financtal iiq?rovc:nento 

.!/ Excluding loc3l~-cu.rrency lending .. 
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26. As pointed out earlier, the implications of an aecelerat.ed grmv-th 
rate for external capital r equirements have not been spelled out.. It should 
be noted, however, that even if the Government continues to pursue cautious 
econonic policies and be satisfied with a 4-4 . .5% grm.;th rate, a current 
account deficit on the order of $150 million annually is st.ill likely to continue. 
Essentially, however, Bank policy is to maintain a presence in Venezuela by 
financing a small number of projects , thus contributing to the strengthening 
of key institutions which can hav~ an impact on agricultural diversification, 
the diversification of exports, educational reform and urban development. We 
are mindful of the ske1-1ed income dis tribution of Venezuela and its significance 
for Bank policy, but \ve are also a~~are that Venezuela is already channeling a 
high volume of its public rev·enues Md IDB borrowings into the lmv-income sector. 

G. BAJJK OPERATI01lS P.llCGRAH AJD 'rHE ECO:JOHIC SECTORS 

27. V,ie propose an oppr a-Lions proR,:ram for FI75-79 of nine projects involving 
possible lo~J.s totaling $lB2 million, about equal to the operations progr aN 

for FY7h-78 approved by l-1.r. Knapp i1 Hay· last. On the assu.rnption that there 
wou~d be no major change in Venezuelan development policies, the proposed 
lending program for FY75-79 consists of six loans totaling $115 million, again 
roughly the same as for FY74-78. This is an average of $23 million per year. 

28. Included in the operations progrmn is an education project to assist 
in financing the introduction of model secondary schools and the expansion and 
improvement of teacher training. Thi s project was appraised at the end of 
1971 but we could not proceed to negotiations for want of legislative action 
by the Venezuelan Congress. Because of its political weakness the government 
has apparently been untri.l1ing to risk the Congressional debate that would 
ensue if the necessary public credit law were requested of Congress. We have 
rescheduled Bank consideration of this project for FY7S, after the nevJ govern­
ment and Congress have had a chance to settle into office. . Th,~ five-year 
operations program also includes the Caracas Hetro project;' ari"' integrated 
regional tourisn1 project which is expected to result from a UNDP-financed 
feasibility study which the Bank is executing; two as yet undefined agricu1tural 
projects; and four repeater operations (livestock credit, crop credit, education, 
and tourism). The program as a whole has a strong agricultural bias; four out 
of eight projects in the operations program for FY74-78 (four out of nine in 
FY7.5-79) are in agriculture. 

29. The proposed lending program allons for a good deal of slippage. 
Hov.revor, in the event the neH Venezuelan Government were to opt for a more aggressive 
grovrth policy, vie -vrould propose an increase in our lending to an average of 
$3.5-.50 million c.. yeaT Yri th additional projects in the fields of industrial 
exports, urban development und nutrition. Under such circumstances 1-1e should 

"' also be vrilling to consider certain large pr•ojects "'ivher e the Bank could ser·ve 
as a catalyst in mobilizing fir1ancing from diverse sources. 
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Agriculture 

. 30. As noted in the discussion of the agricultuxal sector in Section C 
of this paper, dealing with the need for diversification, Venezuela requires 
continuing public investment in hydraulic works as well as credit programs in 
order to raise agricultural output and meet the growing internal demand for 
food. Our proposed program for FY75 -79 includes t-v;o repeater loans to the Banco 
de Desarrollo Agropecuario (BD.'\) to continue an institution-building relation­
ship 1-.Jhich was initiated \..rit.h our livestock credit operation of 1972, and 1-lhich 
is expected to bo complemented by the crop credit loan in our program for ~~7~. 
Tl,3 BDA is a relatively neH organization Hhich lends at market rates to 

omrnercial farmers, including associations cf smaller commercial farmers v Its 
creation 1-vi th BaPJc technical assistance corrected the former situation under 
which commerctal farmers 1:ere able t.o obtain heavily subsidized credit from 
the Banco Agricola y Pecuario (BAP); today the BAP lends only to small farr!1ers. 
In addition to the proposed repeater loans to the BDA, 1-1e intend 'tfi th FAO help 
to explore \-ri th the new Venezuelan Government the possibility of our assisting 
in the financing of t1tTo hieh-pri..ority regional development projects: (a) Sur 
del Lago de Haracaibo, ru1.d (b) Bocono-Tucupido. Both projects have been ... uo­
mitted for our consideration by the lfnistry of Public \r·Jorks. Sur del Lago de 
Maracaibo -vmuld emphasize drainage and flood control on lands novJ publicly 
owned in order to extend the area usable for a~~iculture in a populous region 
endo"t-Ied vlith good soils and Hell-developed infrastructure. It would also 
strengthen dairy farming in the area, contribut:i.ng to increased production of 
milk whic.h is in short supply in Venezuela. Production o.f meat, citrus and other 
fruits, cocoa and oi lseeds might also be encou-r. aged . Bocono-Tucupido vmuld 
inc ude the construction of multipurpose dnms for irrigation, flood control and 
pow·er in the Central and vJestern Plains, a region of recent settlement with 
good land but sparse population. Production in this region at present is 
chiefly corn, bananas, sesame and black beans. Project preparation has, however~ 
not proceeded very far and a good deal of preparatory work 1-.rill probably be 
necessary before the projects can be readied for Bank financing. To the extent 
possible, the Bank will, of course maximize small farmer participation in such 
projects. 

Urban Development 

31. Appraisal of the Caracas Metro project was begun in November/December 
1971 but 1-1as not resumed as planned in late 1972, in part because of delays on 
the Venezuelan side in obtaining Congressional passage of related legislation, 
and in part because of the Bank's desire to a-vmit corrvletion of a road-user­
charge study we have· undertEken pursuant to our last highvmy loan. We continue 
tO believe ~he Metro project is appropriate for Bank financing under our 
existing strategy in Venezuela, and 1-Je propose to resume discussion of the 
project with the government after the nevl Cabinet takes office in 1v1ar ch 1974. 

32. Caracas has been one of the fastest-growing cities of Latin America, 
and traffic congestion currently imposes high economic and social costs. Though 
vast amounts have been invested i .n fr eevrays to benefit chiefly the middle-class 
residents of the city, both automobile travel and public transportation for 
workers or job-seekers are entirely inadequate because of the time consumed by 
congestion . Transportation costs for businesses are inflated by the .hours .lost 
b:y- .trucks in the cityr~ tl~affic, thu:: j~qpardizing the creatio1i. of bad1y-n~e~ed 
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additional employment opportunities. Diverting resources from the Metro and 
trjing instead to accelerate the decentraliz.:-1tiLY:J. of econmnic activity out 
of Carncas do ..... s not seem ·tJo be a viable alterr.J.ti-ve gi11en the experience of 
o ther countries with forced decentralization efforts and also given the heavy 
expenditures ~.~he government is already making on inf1•astructure outside Caracas 
as vlell as programs t~o raise the productivity ond living standards of the rUl'al 
poor. 

33.. The Hetro project Hould afford the Bank an opportnni-ty to assist the 
Venezuelans wi ~~ a -vride range of 'insti tutio:P..al innov2.tions, from overall urban 
planning to inte:r-jurisdict.j.onal and int.e.rmodal t.:r.~ansport planning, regulation, 
financing and operation. In addition, the physical character of Caracas and 
the location of economic activity are ideal for a Het.ro.. An essential condition 
of the project -vrould, of course, be that t~1e authorities take t..l-J.e steps nec:essay 
to curb the use of autonc.,biles for co:mmut!:ltion purposes and to reduce congestion 
belo1V its pr escnt · evel as soon as the sui:J·lJ0.Y ic completed. This 1.ve believe can 
best be accomplished under the p:reva:i ling coJ.?'"J:t. tio:-w by malcing parking veT-y 
costly in the central city. Raising the gasoline ta.x as a disincent.i ve would 
be politically difficult, especially in vieH o.t t,he magnitude of increase th3t 
would be required to create a mcan.:.ngful disincentiveo l~evert..~cless, some 
increase seems necessary to make road use~s P"':T a greater share of the economi c 
cost of road transport . 

Tourism 

34. Venezuela has decided advantages for tourism development. The cow1try 
is readily accessible from North America and Europe, has attractive Caribbean 
beaches and particularly interesting flora and faunaj and has a good highway 
system Hhic..h. facilitates side trips by tourists including visits to the 
cosmopolitan city of Car acas. Unfortunately, t.'1is potent tal has been only 
f·r agmsnta:~ily developed, and the limited develop;nent. that has taken place has 
not be~~ of high quality by international standards. 'rhere is thus a role 
1.fuich the Bank could play in helping the Venezuelans to strengthen public 
institutions responsible for · tourism planning, promotion, financing and 
regulation .. 

3.5. F-rom the economi c point of view, tourism can return important 
employment and foreign e...-cchange benefits. As to the latter, the benefits can 
be rel<i.tively greater in Venezuelrt than in other Caribbean areas, since :much 
of the capital as 1-·1ell as the physical inputs required for both investment and 
operation could be supplied from domestic sources. The po·tential market is 
both international and domestic, with t he domestic share representing foreign 
exchange savings to the extent Venezuelans l-J"ould be deterred from traveling 
abroad for vacations. 

36. Our UND?-financed study of the Los Caracas-Higuerote coastal region, 
near the city of Cat<acas, 1vas begun. by consultants in November 1971 and calls 
for preparation of a master plan to evaluate the region's tourism potentials 
identify prime sites for de-velopment , and provide a development schedule. The 
second pa:rt of the study would_ involve preparation of a specific project and 
reL-'1ted fe3sibili.ty stud::es for developing the highest priority site, 1-ri th a vieH 
tm·13.l"d Bank financing. ·l.,_ draft of bhe mGster plan \-las co:mpleted by the · consultcmt~ 
in August ~972 but has not yet been acce:)ved by the official Venezuelan tom•ism 
agency, the leaders:t ip of Hhich chanrsed last spring. Houever, it has been agreed 

#r •• 



in principle that only minor revisions and additions ar e requir ed to bring the 
master plan to the level of detail envisaged by the terms of reference. Of 
greater concern is the fact that the official agency is reluctant to initiate 
preparation of the specific project, vdth national elections sCheduled for 
December 1973 and a cr~nge of goverrunent in prospect. It may therefore be 
necessary to postpone the r eswnption of work by the consultants until the nevT 
government is installed in office, at -wi1ich time, depending on the ne-v1 
goverrunent 's attitude, we 1-vould determine whether the study should be completed 
r" c-=:"'10eled. 

Education 
----~-

37 . Bet-v1een 1961 and 1972 the proportion of central government expendj,tures 
devoted to educati.on rose from 16 to 27%. Primary enroll.m9nt 1-lent up by lJ.h%, 
1-vhile secondary enrolJJnent more than tri.pled and enrollment in higher education 
(starting from a lo-vr base) expar:ied alm.ost fourfold. Despite thGse quantitative 
achiev-~ ... msnts, continu-ing reform is required to meet the derncJ.n.ds on the 
educatiom1l syste n stemrain~ from rapid urb2nization and econo:mic development .. 
In 1970, for examples only 44% of secondary-school teachers vTere considered 
qualified, and there remains an urgent need for improvemen t in both the qua..'!').tity 
and quality of teacher training. On the othe:r hand, progress is being made in 
cu..rriculmn reform. .The percentage of university graduates receiving degrees 
in the traditional field of humanities, la-vr and medicine decreased from 71% 
to 6(J/o bet.Heen 1968 and 1971. At the secondary level, 1·:her eas academic and 
vocational schools h ad previous~ been excessively specialized, all were expected 
by the end of the 1971-72 school year to offer a combination of academic and 
prac·tical courses, thereby affording students a 1-lider opportunity for vocational 
Choice according to individual aptitudes and abilities and the demands of the 
employment market. 

38. The education project which the Bank appraised in 1971 and ·Hhich is 
still a-v;aiting negotiations (paragraph 28) vmuld assist in financing the 
introduction of model secondary schools and the expansion and improvement of 
teacher training. A second project, the clear identification of Hhich ·ttrould 
d epend on a technical education study to be financed under the first loan, 
is intended to help meet the demo.nd for middle-level technicians. 

IFC 

39 . IB~ has mnde ten investments in Venezue la with a total original 
amount of $28 million and has organized a strong promotional effort to develop 
nev1 investments gi\fing spe cial attention to the promotion of export-oriented 
industries. In this co1mection, nny initiative to t ake advantage of the 
opportnnities provided by the .Andean Common Harket -vr.ill receive strong IFC 
support. 

40. IFC has also been ver y activ e in the promotion of the capital market 
sector in Venezuela. In 1972, at the request of the H:i.nister of Finance, IFC 
nndertook a survey of the country's financial institutions. A capital market 
law 1-las subsequm1tly pnsscd in eorly 1973 which provided a framm.rork for 

. reor e:ani:l.Jtion of the cotu1try 1 s securities nnrket and, among other things, created 
a National Securities Commission with which JFC has been ·clos~ly collaborating. 
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Also, in response to a request from the Hinistcr of Finance, IFC made a 
proposal to establish a Debt Securities L:i.quidi ty Fund -vrhich is under active 
consideration by the Venezuelan authori tics. L11 addition, IFC proposed a 
combined investment bank/money market va."'lture, resulting in a project 1~1ich 
was presented to its Investment Committee d'l.J.ring August 1973. 

H. CONCLUSIONS AND REC0!'-)}18NDATICNS 

41. Venezuela's achievements over the years may be summed up as moderate 
gro-vrth with st.abili ty. It is one of the few countries in Latin America with a 
functioning systom of democ:r acy, :i. t has maintained a steady e·~en if mod.est pace 
of economic develcpn.Clnt, and it h:1s a strone: currency a.nd very little inflation .. 
As our project and other expm·ience have sho1-rn, Venezuela also has a nurube of 
good ad.Y!l."tnistrators; 1v-hile tnst,itutional deficie.!lc· eS persist; in a great 
ma..rJY fj,elda, t.he count-'-y is at the S<.t!i1B tir.1e aUt;;;udy providing teclLnical 
assistance to lesser dev-elopod count.riea in the reg.:on. 

42. Venezuela's inadequacies - the ske-vred income distribution, the 
p ersistence of a high le-vel of unemploy1nca1t, the lr:.1ck of economic diversification 
and of exports a..11d the relCltively nnplanned grm·rt.h of cities: these reflect a 
poverty of aspiration and effort, given the tl'e:mendous oil resources that the 
oountry has had at its disposal. Lacking the political will, Venezuela has just 
not r eali.zed its gro-vrth potential. 

43 . The country is, hm,rever, richly endovred; it has the resources for 
diversification, in addition to the opportm1ity for continued exploitation of 
its traditional oil resource. Some begi~Dings have a~~eaqy been made. Cases in 
point include the steps taken to foster out1-rard looking industrial gro1-rth, the 
ne·w system of import tariffs and export subsidies, the development of a 
capital market, and the higher levels of public investment planned in steel 
manufacture, petrochemicals, liquified natural gas and aluminura fabricationG 
In agrtculture, both the small farming sector and the production-oriented 
commercial sector are receiving the goverrunent 's serious attention. In the 
social sectors ambitious programs have been mounted, including a doubling of 
the budget of the I·1inistry of Education in the past five years. 1fu.ch, ho1-:ever, 
still needs to be accomplished in accorrrrnodating the burgeoning urban 
population and in generally assuring a 1-rider and more equitable distribution 
of the benefits of growth. 

44.. \~Je believe that there is gro-vring m·ro.r eness in Venezuela that past 
socio-economic policies have been inadequate, and that objective social 
realities ·Hill call for ne1,; policies. Also, that Venezuela has the resources 
to reach out for more ambitious objectives, but that it would nevertheless 
need external financial and technical assistD.n.ce on an e.x:pc=mded scale - as 
brought out in the report of our economi c mission - if it ~vere to adopt 
such goals. The results of the forthcoming elections Hill be therefore crucial .. 
If they result in a strong go11ernment 1-D.th a clcarzy defined progr.?.JTl for 
accelerated gro rth, He foresee 3.n enlargement of the Bank involvement in 
VenezueL--:1, especially in support of dive.rsification, urban plan.11ing and . 
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development, regional development and education . To that extent the thrust 
of our present lending program may be seen as a bridging exercise. \·Je 
propose to review our proposals before the middle of next year . 

Attachments: Map 
1. Actual and Proposed Lending 
2. Cunmlative Estimated and Actual 

Disbm~sements on wans and Credits 
3a Social Indicators Data Sheet 
3b Economic De-velopment Data Sheet 
4. Balance of Payments, External Assistance and 

Debt Projections 
5. Economic vJork Program 

Cotm.try Programs Department 
Latin America and Caribbean Regional Office 
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Popul a Li o n: 
Per c:~p . Inc: 
Area.: 
Li t c ra c y : 

11 . 0 o1l I I i on (mid - 19n); 3 . 37. (1 973- 78) 
$ 1,0GO ( 197 1) ; t,.n (1973- 78 ) 
91; , 0 50 S'! • K_., , 

n. ;>erccnt (1 972 ) 

.. ~t tach ::-en t 1 

Pr ovi sional 

VENI:ZUELA - ACTIJAL AND PRO POS E:> LF:;ol :\C TililO l'Cil FY 1979 

($ milllon3) 

Jr. r u~ f . l. --- ----- -- :'. c:..u a~ ----- - - - - - ------- .. I c,,,. ,.e,, t 
' l Q/4 

- ------- -- ?r o ur .:t:::t - --- --- - --- - --- · - I , ;;~::,!_> , ;;;~;, rv ~ ~ ! ~ ..> ~ l 

FY 6~_1.!_ 196 9 1 ~ 7 0 19 71 1972 1'173 197 5 1976 1977 1978 ! 979 1 Cj7~ - 7~ • ': 7..; - 7' ' 

Li vcSlC\Ck 1 
Li , ·c s t nc k II 

Ar, rfcult ura l C r e l~it 1 
..l g r i cultura l Cred i t II 

A £ r icul tu r ~ t: .-,i Cc nti f ic d l 
Abr i c 1.1 llu r~" t: ni .:i t-:l :. i ficd I I 

Cownunicati ous I 
Co":'W -; un 1 c.:a ions 1 I 

37 .o 
3~ .0 

l l.O 
15. 0 

22 . 0 

25.0 

25 . 0 
20.0 
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E-i ·.J cat ion I 
Ed ~: c n ti o!> I I 

Po•·e r I - IJI 
l'o'-'Cr 1 \' 

'!'o~ri r.~ I 
'rot. ri s~ II 

114 . 0 
31.0 

12 . 0 
1 5 . 0 

15.0 
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40 . 0 

i 21.3 

I 
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52 . 0 
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i 247/ 
51.0 

2 
35.0 
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28 .0 
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1";' 
22. 0 40.0 
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Attaohrn(tnt )a 

VENEZHEU - ~OCIAL INDlCATotS DATA SHEET 

Re f erence Comparisons 
Venezuela 1ran 

19bo 1no ~ 
CJ.;? per Cap~ t.a. US$ (Atl as basis ) 980 . 1,160 720 380 

Dtr.·)gr3ph i c 
Cr:~d c bi.rt~ rate (per thou:.Jand ) 
Crucie deal:1 rate (per thol:sand) 
>nfd.nt rnnrtality rate (per thousand live births) 
Life expectancy at birth (years) 

Gross reProduction rate / l 
Pupu1a~i~n grovth rate ~ 
Po~ulation growth r ate :-urban 

A5c structure (percent ) 
0-l!. 

l c. ...Cq 
bC. .J.nd over 

Dep~ndency r atio / ) 

Populati,~n density per sq. km . 
Ur:~n population as percent of total 
Family planning: No . of acceptors cu.mulaUve (thous.) 

No . of users (% of married women ) 

F:rnpl ,~yrr.en t. 
Tot.a:i. labor force (thou3ands ) 

Percentage employea in agriculture 
Percentage unemployed 

IncQ~e Distribution 
?~cent of national income I~ceived by lowest 20% 
Perce~t of national income received by highest ~% 

Heal th ~~d Nutrition 
?opul&tio~ per physician 
?opu~s.tion per nursing person 
Pop~lation per hospital bed 

Per capita calorie supply as % of requirements / h 
Per capita protein supply, total (grams per day;-{Z 

C !' which, aniJual and pulse 
Dell.t..h rate 1-4 years /6 

&;uc.a•~i~n 

Adjusted /7 prilnary school eru·ollment ratio 
Adjusted 7'f secondary school enroll.:r:ent ratio 
Yaars of schooling providod, first and second level 
Vocativnal enrolln:ant as % of S6C. school enroll.rr,ent 
Adult literacy rate % 

Hou s 1::~~ 

Ave:-ags N0. of persons per ro om (urban) 
Percent vf 0ccupied units without pipea wat6r 
Access to electricity (as % of total population) 
Percer.t of rural population connected to electricity 

Cor:s:..mpti or. 
ita.dio ::-ecGivers per lCX)() population 
Passen69r cars per 1000 popul ation 
Electric power cons umption (kwh p.c.) 
Newsprint consumption p. c. kg per year 

Notes: tigures refer ei thar to the latest periods or to 
the latest ynars. Latest pel'iods refer in principle to 
the y a~s 1956-60 or 1966-70; tho latest ycaro in prin­
c~pie to l96o and 1970. Only significantly different 
periods or years are footnoted separately. 
/1 Average number of daughters per woman of reproductive 

age. 
P0~~lalion growth rates are for the decades ending in 
::. 9f:.O a ;-rl 1970. 

13 1-:at.Jo of unJer 15 and 65 and over &ge brackets to 
:hose in labor forco bra~ · ot of ago3 15 through 64. 

lu F;.CJ :-eference standards r!:'pre:;ent physiologice.l re­
quirements for r.orr.uU activity and health , takil1g 
account of er.vi r onmental·te.'l!peraturo,· body weights, 

46 
8 

54 
66 

4.0 
6.3/b 

45.7/c 
51. 7Tc 

2.6Tc 
l.6Z[ 

8 
63 /b.ac 

2,330 
32 /c 
13 

3 ~ 27 

1,400 a 
280 

92 / h 
59 7n 
;o 7h 

6 Tc 

70 
12 
ll 
24 
6J /c 

1.6/c 

186 
35 !.A 

492 
4.3/l 

35 
7 

49 
67 

2.9 
J.S 
5.6/b 

45.2~ 
51.9 

2.97d 
1.6?] 

ll 
't6 

3,180 
22 
8 

1,100 
510 
320 

97 
60 
32 
5 

52 
33 
ll 
33 
77 

164 

/ bJd 

/a 

f.J. 

~ 

51 /k 
1,028 

8.1 

21 
6 

58 
68 

1.5 
1.5 
2 

29 
64 

7 
0.6 

9 
80 

9,050 
1:; 
5 

7 
29 

504 
940 
180 

ll7 
103 

62 
2 

101 
41 
12 
55 

J?J 
54 

82.'3 
10.8 

32 
9 

92 / a 
61 

2.2 
2.3 
4 

39 
56 
5 
1.2 

lJ 
74 

3,190 
26 
5 

1, 730 
2,540 I s. 

280 Zi 
102 

66 
32 
3 a. 

69 /k 
35 7k 
12 
)l /k 
907i 

44 
18 

160 
so 

3.4 
2.9 
5 

46 /e 
so Te 
4 To 
1.0-

17 
41 

662 

7 s 7rx> 
li> 

3,300 
J,T/0 

780 

88 /i 
55 1r 
1h 7f 

60 
21 
12 

2 
23 

2.2 
79 

93 
10 

21.0 
0.4 

and distrib~tion by age and aex of national populations. 
f5.. Protein standards (requiremanta) for all countri.cs a& eeta.b­

lished by USDA Economic Research Sl!lrvic~ provide for a minimum 
allowance of 6o grwne of total protei.n per da.y, and 20 graJM of 
animal a.nd pulse protein, of which 10 grama ahould be animal 
protein. The3e standards are somewhat lower than those of 75 
grams of total protein and 23 grama of an.iJII.al pr otein ae l1Il 

average for the world, proposed by F!O in the Third World Food 
Survey . 

/!:_ Somo 3tudies have euggeetod. t hat crude death rates of chlldrGn 
ages ·1 througH 4 may bo uaad as a !irat approximation index of 
lll.f'..l nutri tiort . 

!J.. Percentage enrolled of aorreepOnding populatiot1 of aohool age. · 
aa definod for each country. · 

/a 1?6 ~ ; 1~ Cities of over 2, 500 population; 
65 and over to total labor force j Lt.. 196 2; 

!..£. 196); L.1 1971; 1e 1966; /f Ratio of population urrler 15 and 
-Lh. 1960/62; !J.. 196Jv1i; !.:J. 19"67 estilllAte; /k l%9; fl 1963. 

I 

~I 
I ' 
t ! 



SATlON"L t.CCOU"H'f'S 

: ro•• l'omoat!c Product 
Cain• ft"OOI ionu <'f "!'rf,do \+' 
Gro .. , Ooooeot! c 1 oc<X>o 

l mpc•rl ~ ll.nrl. In"..; ) 
~~cor• cop!tdty) 
1\e.rot~rce Gap 

c .,nsur.:.ption E~nd! tur ~ 

inv~st:IYoi"nt (1 nc l.. S~ock•) 

Domestl< Savings 
!'~tiona\ Savings 

Import & 

Capital Good~ 

lnlcn>e.dl.~re Gooda 

Cor.;;umption CoodB 

Total Merchendiu Imports (fob) 

EX\"OTt 9 

Net ?etrolf'uz:> &xpo1·ts 

Ocher Merchand111 e Export~ 

To~• t Kerc h a nd! se Export a 

Ka r c !;.mrli•e i'u!d<' Indices 
l':"lq>..-.rt l'r!ct lr.df'>< 
\mt''rt I'ricf' . Tnd~x 
1· .. =• of Tr.!CI'ol 1 ndu 
:~f"'rl \'olue>e 1ndGll 

\'Ai Ft; AD !)Ell llY ~ECTOR 

~jtr { .- u 1 ture 

~n\i ;. :~! rv 

Pf't r~l l~\~~/ 
~4\."\.~ice&, ate. 

Tot<~.l 

('\: rr<'n t Rec !!1 pt & 

C'ur1· ~n t E.xpt!'r.lh tures 
Rud~e tary Saving& 

.lrher l'l.!blic Sector 
PHb li"-· Se-ctor lnve~tmen t 

f.d;;c:ot; .:>n 

,,r hf"r Soc.: is 1 Servl.c~• 

f.,:~'"'-.:M.nl ..: Services 
:kof~n5 .. 
-: tan>f,.r rv Rft j;!on& 1 Governtllont 

."-dl~!'. nts~r!Hi.on and 0ther 
o'Na~r=-e-nt ttxvond~-

Avers.:! e ~ COR 

lm)><'rt Elasti.:: !t y 
lillr p,1.n"l roornestic ~s.vlng• RAil " 
l'.ar!'-1nA1 '"lat 1on&1 S&vings !Utte 

Agrietd •re 
Indu s try 
P"t rolcum 

Scrvic "" 
~-

!n<"1udes r"ftn!ng of crude oil 

_<"_ ! Net of i't't roleum 

VU<K~r.LA - !':CO!-OMIC Dt."VF.I OP!-lf.NT DATA ~HEr£ 
\-.unta in mi llions ol. U. S . dollars) 

1. 730 
21 !)j(l 

900 

4,129 
1,429 

2. 329 
1,672 

40~/ 
299!!/ 
36~/ 

1, 0~~/ 

1,58~/ 
15 7~/ 
6~' 

~~/ 

B , 20~ 
?")Q ___..._._ 

tl.J.s•. 

1,103 

LD-~ 
?26 

5 .'• ~9 
2.101 

3,025 
2,19 6 

f970 

10 . 0/;.b 

--.ll. 
9. 976 

1.124 

.W!ll 
-.5~2 

6, 936 
2,487 

3 ,039 
2,478 

ll, bll 

----Ul 
11,846 

2 . 3 ~ 7 

2. 980 
-623 

8,084 
3, 138 

3. 762 
3,143 

Pt:o)e~t ed 

') . 219 
3,647 

4,305 
3, 615 

Anr.11a 1 Da-ta at Currant Prices 

554 

329 

1,20 

1.443 

i.23 
__ ..}2 

1. 638 

778 
581 
J55 

1. 7i.4 

1,686 
147 

___!11 
1, 946 

1,162 
821, 
448 

2,434 

2, 759 

14q 

~ 
3,08Z 

1 ,41+4 
1,076 

492 

2. 962 

:J . l'H 
140 

__2Q_!_ 
3, 638 

ll f.:-.-:-2 _ _:.:A.:_:V c~~..::~.J?.~~ \ 1 9 6 7 :_~ ~0 • -1~1 0::._:0:...__13:-h-.-9---1-'> t>-.-:-U-

9).~ 94.1 110.9 128.9 13'-> . 8 
121.6 109.9 90 . 2 lO IJ . 2 114 . 6 
80 . 0 92.8 102.8 83.8 84 . s 

~nnua1 Data at \C::67-b') Pt:!cos & Exch .. nae Pu.t"~ 

a/ 
423-

a./ 
'13:> 

"' 1, 2sz;
1

. 
3,'>n-
6. 221 

547 

t. 542 

t, S92 

4 h09 

8,290 

713 

2,038 

1,656 

hltl 
10,038 

71•3 
2,4 27 

1,521 

l.ll.Q 
11,611 

905 

2 ,860 

1, 378 

7. 977 

13,120 
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Attachment 5 

VENEZUELA - ECOHOHIC WORK PRffiRAM 

The ~conomic work on Venezuela 1-ri.ll be kept to the mininrum necessary 

to sustain Bank operations. The :qext economic memorandum due during the 

second half of FY74 1rlll review and update the findings of the report presently 

being completed. It. -vnll also assess +...he major development objectives and 

public sector investment programs bei;1g formulated by the nm-r GoverP..ment. 

No basic economic missions are envisaged in the next five years. Updating 

missions will be dispatched evm·y two years, how·ever. 

An education reconnaissance-in-depth mission is sCheduled for FY77 

to review the sect<:>r problems and prospects in depth, and to evolve a strategy 

and an investment plan for educQtion in the medium and the long term. 

An urbanization sector mission is planned for FY?6 to focus on the 

problems of Caracas. 
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POLITICAL SITUATION 

General Framework 

l. Venezuela is one of the fe~r Latin American countries where a 
democratic system has effectively functioned over the last 16 years. After 
the military regime headed by President Marcos Perez Jimenez -was overthrov.rr1 
in 1958, four free presidential elections have taken place. The largest 
political party -- Ac . t> mocratica (AD -- sta-red i 0 

to 1969 under Presidents RomulQ B tanc~x 19 2-~J) aruiEaul Leo i 
(1964- 9 . In 1961, the AD party was split in two factions and the next 
e. ection 1tfas won by the Christian Democratic Party ( COPEI) headed by 
President Rafael Caldera (1969-74). A reunited AD party achieved the 
largest electoral victory of this period in December 1973, electing 
President Carlos .Andres P'erez, with about 5o percent of the total popu..1ar 
vote against several other candidates, and obtaining a large majority in 
both Chambers of Congres$. 

2. -center and nationalistic poJj,Qies adopted b;x: Presiden.t 
Perez_J · . , - .~.. · n last March have substantially increased the 
Government 's popular support. The last public opinion polls, published in 
June, indicate that this su or+ . Q]fl includes ab..Qut cent f the 
po ulation. The COPEI pe::n:·ty remains as the only major source of opposition 
1vhile all other major political parties are now supporting the Government 
policies in Congress. 

3. The ruling ,:.;A~D:...K.a:;:r~t~y~i~s~::::..;~~~~~~~~~~~ 
them has, in recent years, Eeen ---~~--~~ 
of the Party's ro er leaders. 
associates of the late President Leon·. There are no basic differences be­
tween these groups. Hhile they often fight over the choice of a presidential 
candidate, the Party usually becomes united again once the selection is 
made.!/ The present Cabinet is formed by representatives of both wings 
and by several independents. AD is one of the better organized political 
parties in Latin America. During the AD Govenunents, the Party's Executive 
Committee exercises an important role, closely watching the decisions 
adopted by the President and the Cabinet Ministers. Whenever important 
discrepancies emerge, the Party's Executive Co~~ttee meets with the 
President and the relevant ~inisters to seek ways to solve such differences. 

The Government's Economic Team 

4. The four most influential Ministers within the Government 1 s 
Economic Team are Hector Hurtado (Finance); Gumersindo Rodriguez (Plarming); 
Constantino Quero (Development) and Carlos Guillermo Rangel (President of 
Venezuelan Investment Fund). Mr. Hurtado is the most capable and, as of 

·y The main exception was the 1968 election, 1vhen the Party re1112ined di~lded; 
with two presidential cm1didates, a situation that facilitated the COPEI 
electoral victory. 
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lso the most powerful of the four. He is one of the main l eaders 

Party, and, -vJi.th the cooperation of a few close 
economic program that -- after having been 
is now being implemented by the Government. 

r leader of the Ma · -oriented 
~~~~~~~~~~u.~i~i~oD~a~~~-r~~e~f~t~~MIR as een ~be pa~~~~~~~~~ 
~~~~~~~~~~~.w-~~~is Perez during the last four years. 
economist, Mr. Gumersindo Rodr{guez lacks previous Governmental or admin­
istrative experience. Apparently, he does not pay much attention to a 

: l> •.. :.:I.~~r-criented planning process. Mr. Rangel is a highly respected 
lJ,·~ ·inessman, a close friend of President Perez and is politically independent. 
J:fi.u:· . Quero, an independent and a businessman, became I1inister of Development 
in mid-July. 

5. During the last three months, a sharp power struggle emerged 
"Wi thi Government 's economic team. The dominant position in economic 
policy initially achieved by urtado soon faced the opposition of 
the Planning Minister, }~. Gumersindo Rodriguez, and of the new Minister 
of Development, ~Tr .. Lauria. At the same time, some important representa­
tives of the private sector started last IVfay to publicly criticize 
Mr. Hurtado be f the Finance Minister's decision to propose a lo:g.g 
nee ed tax reform. This s rugg e reac ed ~ crisis peak ln e second 
hal~ o e -- when · s ikelY- that }tr. Hu ta WQ d have t ve 
th Government. In view of this situation and, also, of some problems 
related to the price policy beir~ implemented by the Development l~nistry 
the Accion Democr citica Executive Committee held a meeting with the 
President and the economic team on July 6-7 to review the Government's 
economic policy. Although the results of the meeting itself have been 
kept secret, it seems that the AD E ecutive Co~nittee decided to s~pport 
Mr. Hurtado. Shortly after this meeting, Mr. Quero became Minister of 
Development while the Minister of Plal~!ing h~s been sharply criticized in 
the Caracas re 0lf- sp esmen of the AD Pal"'ty. Although the situation~ 
still fl~d, as of late July it seemed that Mr. Hurtado had recovered most 
of his influence. 

Prospects 

6. Helped by the favorable economic situation emerging from the 
country's increased oil revenues, and supported by a large popular 
majority, the present Government is ir1 an excellent position to further 
consolidate the democratic institutions and to improve the living standards 
of the poorer sector of the Venezuelan population. Two main potential 
sources of political subversion -- the extreme left and the Armed Forces - ­
do not seem to constitute an inwediate danger to the constitutional form of 
Government. The leftist guerrillas --very active in the early 1960's -­
have almost disappeared, and their main political supporters -- the MIR 
and the Conmrunist party -- became legal political parties about four years 
ago. The Armed Forces, after having governed Venezuela for several decades, 
seen1 to be convinced since 1958 of the need to support the elected civilian 
administrations. 
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7• However, Venezuela still suffers many of the political difficulties 
associated with underdevelopment. In spite of the country's v.realth, a sizable 
proportion of its population still is very poor -- both li1 the cities and in 
the count~yside. The rising expectations, of the urban ru1d rural poor, may 
well become a source of political instability, lest the standard of living is 
rapidly improved~ How to achieve this objective in a way consistent ~nth the 
country's loneer term development targets, is obviously the greatest political 
and economir~ challenge faced by the present Government. 

8. Internationally, Venezuela has been, since 1958, a Latin American 
leader of the so-cal1ed Democratic Left, and has strongly opposed both the mi­
litary dictatorships of the Right and the Harxist regimes of the Left. The 
present Government, hovJeV er, in tends to play a \.viaer leadership role, main­
taining r;ood relations with all Latin Ameriean countries and using Venezuela's 
financial strength to increase its influenceo Pr.e~dent Perez has 
o - · tin Americ -- incl , · , n Presiden 

-;o-,....~i..;.n;....:,V_;e~l'lezuela, in early 197 · · th a v.:.i:.':e:::r.v~~~-.......... !!::: 
economic CQ J:le region.· Venezuela t s contribution to 
Inter-American Development Dank, the Andean Development Corporation, the '-· 
Caribbean Development Dank and the Central American Bank, as well as its net-r 
relationship 1,1ith tl1e Horld Bank, fit into this international strategy. This 
strategy also includes seeking a fast solution -- presently under negotiation 
-- of the o1r:l border disputes with Guyana and Colombia. Vspezn.ela seeks to 
become the economic' and lit·cr)l leader of the small and medium-sized Latin 
Amerlcan nations -- i .. e., of the whole region excep __ rge ·lila, razil and 
Mexico -- and the focal point of renevred, region-'t·~de economic integration., 
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ECOi;OH!C SITUATIOIJ 

1. As a result of the 1973-74 change in oil prices, Venezuela's per 
caplta. ross national income measured. L.,_ 1972 dollars is expected to~ 
increase from about $1, 2 1.n 1973 to ~ea~ly .:;> ,000 in 19 4. _ This i ucrease 
reflects a terms of traae gain of about $6 bi lon, equivalent to J4 per­
cent o .f GDP in 1974. This terms of trade gain will enhance substantially 
the prospects for rapid economic grov1th and social progress. However, i!;u: 
sustaining a high rate of economic and ·a develo ment over the lon 
the o create the conditions for the investme. t a 
~bst,;sntj 31 fQrt;.i..OQ Qf' thl.S J..nCre~se~ e~~ ana., at the same time, td tackle 
many structural problems st1.ll illl ~~ lv • 

Petroleum in the Venezuelan Economy 

2. Petroleum accounts for 22 percent of ~~P, 63 percent of gove~~ent 
revenues and 90 percent of f oreign exchange earr.ings (1972). The sector does 
not, however, contribute much to employment or inter-industry linkages. In 
1972, petroleum made up only 1.3 percent of emplo~nent. Inter-industry 
linkages are lim.i. ted to purchases of steel pipes, sales of gas to petro­
chemical plants , besides the sale of fuels and gasoline for transport and 
t.hermo-elec tr:Lc pO".ver. 

3. Venezuela has also, over the years, become a text-book cas ~ 

ocation caused etro . nance. Fore, gn e1cha~e 
~~~~-ave traditionally been geared to petroleum - a very high proQucti~r.Lty 
sector. This has t, ted the develo ent of non- etroleum e orts. H~h 

wages in petroleum ha 1n der vo 

Petroleum Policies a..Tld Resources 

4. Venezuela's petrol~wm policies since 1959 have been to grant no 
new concessions; conserve petroleum; support petroleum prices in the world 
market; and increase the Government's share of the benefits of the foreign-

·owned petroleum sector. As a result, exploration has declined and proven 
reserves have fallen from their peak of 17.4 billion barrels in 1960 to 13.9 
billion in 1973. · Proven reserves, expressed in terms of years of current 
production, have declined steadily from about 16 years in 1960 to about 11 
years Jn 1973. However, these reserve estimates -- traditionally used in 
the Venezuelan oil L1dustry -- ~re based upon the ·recovery factor prevailing 
in 1972, of about 18 percent of oil in place. With present oil prices, 
secondary recovery methods using gas injection, \vater flood or steam heating 
have becone high;Ly profitable. Under these new conditions the recovery 
fact.or, on the average, can be raised up to 30 percent, and recoverable 
reserves in existing concessions are likely to increase by almost 70 percent 
and to reduction lev ls for abo t 20 



S. A pQ.tentially iJnportant •oil field exists alcng the heavy crude 
oil belt bordering the Orinoco River in Eastern Venezuela. The deposits 
contain about 700 billion arrels in site. Assuming a S percent recovery 
factor, these new recoverable reserves could .amount to about 35 billion 
barrels. The problems to overcome include extraction of the crude fro~ 
the ground and to reduce t he metallic and sulphur contents of the fuels 
to marketable levels. This requires capital investments of $5-7 billion 
per each million b/d of capacity. In any case, it would take at least up 
until 1980-81 to achieve sienificant production out of these deposits. 
The US State Depart~ent has proposed quota-free ent17 in the US of the 
petroleum c~rdng f rom the Orinoco oil belt in return for investment guaran­
tees to the companies developing these fields. This is part of the US 
effort to reduce its accelerating dependence on Easter n Hemisphere oil 
imports. However, the Venezuelan Government has not shown interest in the 
US proposal. Venezuelan policy with regard to this deposit seems to keep 
it for future generations. Moreover, tu~der present Government policies, 
oil production should be expected to decline gradually over the next two 
~s -- to about 2. ·1 · b d 14 ercent below the 1973 productio~, 
and to remain at that level thereafter. 

6. Both the increase in secondary recovery and the exploitation of 
the Orinoco oil belt would require relatively high oil prices to be econo­
mically feasible. Some Venezuelan technicians have estimated that if oil 
prices decline, in real terms, by more than 25-30 percent from their mid-
1974 level, the Orinoco oil production would not yield a positive rate of 
return. Similarly, such ~decline in oil prices would alsa "Ge J;ikely to 
turn uneconomic the envisaged incr as in seconda recove r. It is thus 
clear that ~ te_r .int.e~=-~h~an==-~..:n::.:.lO;:;;.:s:;;;.t-...:;.::=:_::.:..::::.....:::.::;.;;:::.;:.:;.;:;.::;,;::.~ 

Prospects 

7. The recent sharp increase in oil revenues has emphasized the 
basic problems faced for a long time. The first and most important limit 
to the country 1 s development is the scarcity of skilled human resources at 
all levels of activity up to the top managerial and professional positions. 
Within the public sector, this deficiency becomes evident in the lack 
of efficient medium-level executives, in the insufficient number of available 
sound development projects, and in the lack of appropriate coordination among 
some important government agencies. The absence of a large enough group of 
·modern, dynamic,private entrepreneurs also constitutes an important obstacle 
to economic F-rogress. The administrative and institutiona.l deficiencies 
·resulting from the scarcity of qualified human resources have so far seriously 
limited the absorptive capacity of the country. 

8. Closely related to these administrative and institutional short-
comings, is the .need to achieve an appropriate balance between the satisfac­
-tion of the rising expectations now prevailing in the country, and an 
economically sound allocation of the increasedoil revenues. To avoid 
excessive expend.i tures for increasing the im."Tlediate welfare o.f the Venezuelan 



population - - and , also, uneco'1omic bureo..ucratic expenditures -- the 
present GoverP~ent has created the Venezuelan ·Investment Fund . In 1974, _ 
t he Govern..ment will allocate about $3 . 1 billion to t he Fund, "1rJ.ile an 
additi onal $1 billio~ ~~11 be spent in r~paying foreign public Si.ort- and 
medi1..:.i1-t&nn debt . In 1975 aEd subsequent years, . it :1 .s expec-+:.ed ttat the 
Fund \dll receive about $4.5-S.O billion a year -- 50 )ercent of Goverre1ent 
oi l rerenues provided that oi1 prices rema1n a pres ~nt real levels .. e. 
the lone tenn , t he 1?tL"1d will fin c 1 e domestic industr:i a1 · - estments , 
orie ~ted to-r1ard diversifying the Venez 'eJ an econo!~IY --steel , pet.roc:herr.icc:-1.~ , 
alurninurn -- as · ell r.s aP"ricul tu.ral development and the e. a."1sion of the 
oil i ndustry. As mani t hese wves ments will have lon esta ti on eriods, 
the Fund will invest most of the r es...ou.rces aoroad · n he ir.:un P.i.,at. futur e·. 
Arnong t he planned foreign i nvestments are the establ ishment of Trus t Funds 
in IDB, CABEI, CAli' and t he Caribbean Bank , as -well a s loans t o t he V.lorld 
Bank. 

9. .. loyment continues to be at relat ivel"'r hi level s in 
Venezuel a -- about percent -- t us c ontributir~ t o t he pressures for 
an iJnnediate sharp ir:crease in domestic expend.i ture. The urban unemployed 
and the rural workers and small .farmers constit-ut e the hard core of poverty 
still prevfl..iling i n tl:e lower i ncome groups . The last comprehensive i ncon:e 
distribut ion study carried out in 1962, sho-..Ied that t he 1 owest 2 0 percent 
of the l ation then received c.bout 3 percent of national income wbi l e 
the ece~v o g e i ncone distribution 
situation seems to have improved somewhat over the last decade, sharp 
inequities still exist. The Government has comrrdtt~d i t self to Dnproving t his 
situation and to wiping out unemployment in the irnmediate future. Up to 
now, t he most important progr am announced in this r espect is the creation of 
a large Agricultural Development r"'u.nd, wi t h a co.pital of Bs .. 2 billion (about 
$475 million). The Planning Hinister has also the intention of resettling 
poor urban people in the rural areas of Eastern Venezuela., within the context 
of comprehensive rural development projects. 

10. Inflation is another major problem faced by the Venezuelan economy. 
Venezuela's price level has been one of the more stable in the .world; annual 
inflation rates did not exceed 3.5 percent up to 1973. However, prices have 
started to rise much more rapidly in 1974 -- the inflation rate for the year 
is now expected to be in the 10-15 percent range -- as the combined effect of 
wage increases -- a general 15 percent wage rise was decreed last May; 
higher public expenditures and increased import costs. Although increased 
domestic spending is being largely compensated by higher imports, th whol~ 
marketing net1-10rk -- including arts t.ranspor. ation and vla~~house.s -- is not 
fully preP.ared to handl he required increase in trade, and some scarcities 
are already emerging in the markets of Caracas and other ·important cities. 
The Government is a-ware of these problems, and has adopted a ·restrictive 
monetary policy, while also easing some import restrictions, but, in any case, 
inflationary pressures are likely to remain a major econowic difficulty during 
the next few years. 
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11. There have been recurrent rumors of a bolivar revaluation since 
the beginning of this year . These rumors were strengthened i .n early March 
with a statement in favor of revaluation made by former President. Caldera, 
a few days ending his presidential period . As a result , about $500-600 
million of "hot moneyn entered Venezuela. · The ne¥? Government has declz.red 
itself strongly against r at· n, pointing out that the Venezuelan 
indust. woUi e r .e aut of the world market -- including Latin ftnerica, 
and, particularly the Andean Common Market. It seems that most of the 11 hot 
money11 left. the cou...r1try again during June and July. · The issue, however , 
continues to be openly discussed by politicians and ne1<1spaperroen. 

12. During its first four months in office, the Goverrunent has issued 
numerous decrees related to economic ·policy under an authorization to the. 
Executive provided in an 11Extraordinary Economic Law" approved by Congress 
in May. These measures include the establishment of the Venezuelan Invest­
ment Fund; the Agricultural Development lt\lnd; and an Industrial Fund designed 
to help small and medium-sized industrial firms; as well as new regulations 
about decentraliz ation of economic activity, lL'lli tations to the dismissing 
of employees and wage increases. A general reform of the banking and finan­
cial systems has been arillounced and is now under study. Moreover, regarding 
f~reign private investment, the Government has confinned the previous 
administration's intention to nationalize the oil industry; it has also 
announced that iron mines will be nationalized, and has indicated that it 
will apply the Andean Group •rnecision No. 24," which L'11plies that foreign 
firms in retail trade and certain manufacturing and service activities will 
hav·e to sell a majority interest to Venezuelan nationals. The speed with 
which the Government has adopted these changes in the rules of the game has 
caused some uncertainty in the private sector, and it seems that many in'trest­
ment decisions are being postponed. On the other hand, the Govenlment argues 
that the new rules should be approved as soon as possible, in order to have 
in the immediate future a clear and stable policy and institutional framework 
within which the private sector will be able to function with confidence. 

13. Regarding foreign private investrr.ents, President pt{rez and his 
Ministers have indicated that any nationalization will be negotiated, and 
that appropriate compensation will be paid in all cases. Regarding the oil 
industry, a Reversion Law -- enacted under the previous administration ----­
implies that all private concessions will revert to the state, starting 
1983. The present Government innt~~LJt~o~a~dyvgn~~~~~~~~uu~>-P~~~ 
to 1975. A cabinet commission has been appointed for this purpose, and 
negotiations are under way with oil companies. Venezuelan technicians have 
estimated that the total cost of an immediate and full nationalization of the 
oil industry: would be a 1 billion -- about half of the expected net 
Government oil revenues in 1975. There are also some indications that the 
Government will negotiate marketing and, probably, management contracts with 
the oil companies, simultaneously with the nationalization itself. 

Jl~. The iron mines to be nationalized include subsidiaries of Bethlehem 
Steel and U.S. Steel, which in 1973 exported 22 million tons of iron ore, 
most of it to the U.S. Production in 1974 is r~ing 33 ercent above the 



1973 level. Reserves in thesa mines c~e.estimated at 830 million tons -­
which should be added to state-ormed reserves -of about 1,000 million tons, 
all of them in the Bolivar State, sonth of the Orinoco River. The main 
objective of the Government in nationaliz~g the mines is to con rt 

ene'3 e a fro;-~ an J.ron ore exnor·~,.,er -o a :r::.aJ or pro ucer an exporter of 
s el. (The Goverr.:nent plans to L~crease s ee pro uc J.on fror.1 a out 1 
w~llion tons in 1 74 tc h.5 million in 1977, 10 million in 1980 and~ 
million in 1985 .) The Government has indicated that it will compensate 
the comparues,an negotiat ions are presently under way about this. The 
Government has also said that it intends to form mixed companies with 
major foreign steel producers -- possibly inciuding Bethlehem and U.S. 
Steel -- and negotiations are also being started with some foreign cow­
pap~es on this matter. 

lS. Over the long run, eaaao p sp~ o b e for 
Venezuela provided, of course, ttat oil prices remain at high levels, 
and that oj.l r9¥eiJues are wisely utilized. The Bank staff has recently 
prepared the prelimina17 national accounts and balance of pa)Jnents projec­
tions shown in Tables 1 and 2 used in the paper on 11Prospec:.s for the 
Developing Countries." They illustrate a plausible growth path of the 
Venezuelan economy over the medium term (1973-82). These projections 
imply a GDP growth rate of 9 percent per year in 1974-78, gradually dec-
lining to 7 percen J.n " n er e basic assmnp J.on of 3.07 million 
b/d oil production in 19?4, J.OO million b/d in 1975 and 2.87 million b/d 
in 1976 and thereafter, total exports -- including non-petroleum exports -­
would reach $13 billion in 1974, $14.2 billion in 1975 and $14.8 billion 
in 1976, and would remain at the same real level af'terw~-ds. Since imports 
ldll increase more slowly in the short run, foreign exchange reserves are 
likely to increase sharply over the next few years. P · ~~ge 

reserves would thus reach a peak of about $34 billion in To achi.eve 
_ e required high_ export levels in the 1980s and e:y"""nd, will likely require 

substantial e~fo1~s to increase non-traditional exports and, also, to explore 
and exploit new oil areas -- including, probably, the Orinoco oil belt. 
Given the rather long gestation period of the investments required, basic 
decisions of long-term development policy will have to be adopted in the 
near future. 
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(Unofficial Translation) 

"AIDE MEMOIRE 

SUMMARY OF THE FI RST MEETING BETI.JEEN DR. HECTOR HURTADO, FINJu1CE 
MINISTER OF THE VENEZUELA...T'ii REPUBLIC , .AJIID DR. fl..DAI.B~T KRI EGER, 
SPECIAL REPREcElfrATIVE OF THE PRESID:r.:NT OF 'IF_E WORLD "BAliK , ON 
MAY 20, 1974 

I. NEED O:F' NEW RESOURCES TO HAINTAIN .AND EXPAND THE WORLD BANK 
LENDING PROGRAM 

1. From its creat ion until June 30, 1973, the Bank e.nd IDA 
have authorized US$6,956 million in loans and credits to Latin 
P~erica. The FY1975-FY1979 lending program that has been proposed, 
and is now being considered , envisages US$9,030 million of loans 
and credits for the region. 

2. This proposed program implies a substantial increase i~ 
Bank assistance to Latin -~erica. This region has received, as 
an average, somewhat les s t han 21% of the total amount of loans 
and credits granted in FY1973 and FY1974, while it would receive 
nearly 25% of the total in FY1974-FY1979 and almost 26% in FY1979. 
The number of projects financed by the Bank and IDA in Latin 
America would increase -- according to this proposal -- from an 
annual average of 30 in FY1973 and FY1974, to an average of about 
50 per year in FY1974-FY1979, and to 70 in FY1979. 

3. The possibility of expanding the lending program in 
general, and the proportion allocated to Latin America in particular, 
will basically depend upon the ability of the Bank to borrow in 
countries vrith excess foreign exchange resources. During the last 
two decades, the Bank has been one of the main users of resources 
in the international capital markets. For instance, in 1972 the 
Bank placed 17% of the total amount of international and foreign 
issues placed in those markets. However, given the recent shift in 
relative prices and in the external liquidity position of several 
groups of countries, it will be difficult for the Bank to obtain 
the resources required for that increased lending program in the 
traditional financial markets. It will thus be necessary to tap 
new sources of financing, including the oil exporting countries. 

II. BENEFITS FOR VENEZUELA FROM INVESTING PART OF ITS EXCESS 
RESERVES IN THE BANK 

4. The Bank offers investing countries the interest rate 
prevailing in the financial markets for first class medium- and 
long-term securities. The most recent Bank issues yield 8%; this 
r at e may vary depending upon mar ket conditions at the moment each 
borrowing is made. 

/ 
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5. Bank's liabilities continue to enjoy the confidence of 
investors, as it is reflected in the rr ... arket quotations of Bank 
bonds. This trust is sustained by t~e explicit guarantee given 
by all member countries as to the Bank's liabilities. 

6. Moreover, it is likely that future investments in the 
Bank may be denominated in "New Special Drawing Rights" ("baskets 
of currencies") , which would substantially diminish any exchange 
risk. 

7. Given the long-term nature of Baa~ loans, it is also 
necessary that Bank borrowing· be made , as a rule, on comparably 
long terms. In general, the Bank tries to obtain its financial 
resources vrith an average term of about 15 years. However, the 
Bank also recognizes the need to take into account the long-term 
financial and economic prospects of the investing countries, and 
it is ¥Tilling to jointly prepare with each country a financial 
program which adequately considers _those prospects. 

III. ADDITIONAL ADV Al\ITAGES FOR VENEZUELA OF A NEYJ TVTO-WAY 
RELATIONSHIP WITH THE BANK 

8. In spite of Venezuela's high per-capita income and 
excellent external position, the Bank is ¥Tilling to substantially 
increase its lending program to this country, following -- if the 
Government so desires -- a procedure similar to that adopted in 
connection with Iran. The Government of Iran has made an important 
initial financial contribution to the Bank, and has committed it­
self to repeat these contributions in the future in order to assure 
that during the following years -- when it is expected that this 
country will continue to increase its excess foreign exchange re­
serves -- there will be a net transfer of resources from Iran to 
the Bank. At the same time, the Bank has stated its intention to 
authorize a substantial number of new loans. On May 16, 1974, the 
Bank's Board approved three new'loans to this country for a total 
of US$148 million. As the country's absorptive capacity increases, 
the net resource transfer toward the Bank will diminish and, 
eventually, will again reverse its direction because of an in­
creased flow of ~ortization and interest payments by the Bank, 
and of the disbursements of the development loans granted by the 
Bank to the country. 

9. The loans that the Bank might make to Venezuela would 
carry ¥lith them, as usual, important technical support in the 
preparation, appraisal and implementation of the financed invest­
ment projects. Moreover, the Bank is also willing to offer its 
technical assistance to Venezuela in other areas for which the 
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Government might request such cooperation. (In this connection~ 
the participants in this first meeting discus s ed the possibility 
of establishi ng a "Technical Ass istance Consult at i ve Group", 
vlhich wou1d be chaired by t he Venezuelan Government , with the 
support of the Bank.) 

10. The possibility of Venezuela's joining to Bank in•co-
financing -- under several forms -- investment projects in other 
countries was extensively analyzed during this first meeting. 
The participants also considered other alternatives such as the 
purchase by Venezuela of partic.ipations in Bank loans and ad­
vanced repayment of previous· Bank loans to this country. Like­
wise, the meeting considered the possibility of Venezuela's 
collaboration with IFC in financing, through loans and/or equity 
investments, enterprises in other countries. 

IV. OTHER ASPECTS 

11. Other points considered in this meeting included the 
convenience of Venezuela increasing its share in the Bank's 
capital, and the ·possibility of Venezuela's participation in 
IDA. 

12. Finally, it was decided that, during the following 
days, the aspects mentioned in this Aide Memoire would be further 
considered in meetings between the Bank's representatives, the 
Finance Minister and other high Government officials. 



(Unofficial Translation) 

113.y 22, l97h 

AIDE MEAOIRE 

RESUJ..1TS OF THE CONVERSATI ONS BETW"E:SN DR .. H:2CTOR HURTADO _, FI".JllJJCE !·II:~IS""'ffi 

OF THE VENEZUEL.A_ REPUBLIC, AND DR. ADALBERT KR.IIDER, SPECIAL REPRESZH'I'A1 1J:D 
OF THE PRESIDEUT OF THE 1 ORLD BANK 

1. The Government of Venezuela indicated its interest in receiving 
in the immediate future, the technical and financial support of the 'Horld 

.Ba1lli for its investment program in the following areas: 

a) Agriculture 
b) Petrochemical Industry 
c) Ports 

.d) Steel Industry 
e) Metro of Caracas 

.The Bank representatives stressed the favorable disposition of their 
institution toward collaborating with the Government in these areas. They 
also indicated that the Bank has experience and specialized personnel 
relating to agriculture, ports, and steel, and that, therefore, it is in 
a position to offer its support to the Government in these sectors. 
Regarding the petrochemical industry, the Bank -vrill indicate to the 
Government in the near future how it will be able to cooperate in the 
development of ~~is sector. With respect to the Metro of Caracas, the 
interest indicated by the Government will be transmitted to the Bank's 
authorities. Both parties also agreed on the desirability of jointly 
defining other areas of collaboration within the forthcoming months . 

2. The Government also indicated its interest in obtaining the 
collaboration of the Bank in technically and financially strengthening 
the Latin American subregional financial institutions. · Venezuela is 
establishing Trust Funds in the Andean Development Corporation, the 
C3.I'ibbean Bank and the Central American Bank for Economic Integration. 
The main objective of these funds is to finance projects of Latin 
American multinational interest. Regarding financial assistance, the 
~Torld Bank representatives pointed out that, given the Bank 1 s statutory 
·regulations, all its loans must be explicitly guaranteed by the Governments 
of the recipient countries. The absence of this guarantee h..as made 
impossible, up to now, the direct financial support of the Bank to these 
institutions. Nevertheless, it was indicated that a study will be made 
of all existing possibilities for Bank collaboration with these 
institutions. The Bank will present in the near future some concrete 
proposals in this respect to tl1e Government of Venezuela. 

3. The Government indicated the Venezuelan interest i n assis ti~g 
other La tin American countries through joint or parallel financing with 
World Bank. The Government also pointed out that - within the frame;·rork 
of tl1is kind of collaboration - Venezuela considers necessary to specially 
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support the less developed countries of the region. In this co nnection, 
it 1 ... -as noted , as an example, that Boliv-ia - being the least developed 
country within the Andean Group - could be one of the first countries 
to ben fit fran this joint Venezuela-Bank effort. · ne Bank eA~i~ssed 
its desire to undertake this kind of collaboration. For this purpose, 
the Bank will start conversations, in the near future, wi th the Government 
of Venezuela and ~he Governments of the possible recipient countries. 

4. Both sides agreed that it Hould be mutually convenient for 
Venezuela to invest in World Bank bonds an d in loans to this institution. 
It was stressed that , as these investw£nts would yield the interest rate 
prevailing in the international financial markets for World &~nk bonds 
at the moment of formalizing the negotiations , they 1-Tould constitute an 
appropriate and secure way to place the resources of the Venezuelan 
Inves tmen t Fund. It was also agreed that these investments could be 
negotiated in U.S. dollars, other convertible currencies - including the 
bolivar - and/or in Special Drawing Rights (the value of which would be 
expressed in a "baskets of currencies11 following a procedure similar to 
that being studied by the InternationP...l .~.·Ionetcir-'.Y Fund ). It was also 
agreed that, within the next three weeks, the Government and the Bank 
will jointly prepare a program for Venezuelan investments in the Bank 
during 1974. It was further agreed that the average life of these 
investments 1rill be no less than 12 years. Although all these aspects 
including the amount of the Venezuelan investments, cannot be formally 
negotiated until the Venezuelan Investment Fund has been established, 
it 'toJ"as agreed that the new Venezuelan investments in the Bank during 
1974 would be of the order of US$500 milliono Of this total, Venezuela 
would invest one-fifth as soon as the Venezuelan Investment Fund had been 
established. 

5. In the framework of this new relationship of mutual collaboration, 
the Bank will substantially increase its lending program to Venezuela 
through financing, in areas selected by the Government, development projects 
that fulfil the usual requirements about their expected rate of return and 
their consistency with the objectives of the country's development policy. 
MOreover the Bank will also support Venezuela, as much as possible, through 
teclmical assistance related to the identification, appraisal and technical 
supervision of investment projects, a·nd it will also cooperate in the 
development of the capital market and in other important areas of develop­
ment policy. On the other hand, it was pointed out that - in addition to 
the investments during 1974 mentioned in the previous paragraph - the 
investments that the Government would make during the following years 
in World Bank bonds and in loans to this institution would exceed the 
amount of the authorizations of new loans by the Bank. 
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VENEZUEh~: Back-to-Office Report 
WBG ARCHIVES 

1. Following your instructions I visited Venezuela on May 19-2.5, 
accompanied by Mr. Roberto Gonzalez-Cofifio. We had th~ee meetings vrith 
Mr. Hector Hurtado, Minister of Finance. During the week we also met 
with Hr·. Gumersindo Rodriguez, Minister of Planning; . Mr. Y.anuel Perez 
Guerrero, Minister for International Economic Relations; Mr. Benito 
Raul Losada, future President of the Venezuela Investment Fund (V.I.F.); 
Mr. Javier Pazos, Special Adviser to the ~linister of Finance; Mi~. 

Roberto Guarnieri, the new Venezuelan Executive Director in the World 
Bank; and other high Government officials. 

2. The framework for these negotiations included my April 1 
Back-to-Office Report and the verbal instructions before my departure 
given by you and by .Hr•. Knapp. We also utilized, as a background 
document, Mr. Hittmair 1 s May 16 memorandum (which indicated several 
options for Venezuela's financial contributions to the World Bank). 

3. · The results of our meetings are stated in the two Aide 
:Hemoires annexed to this memorandum. The first summarizes our initial 
meeting with Mr. Hurtado - which lasted about 3-1/2 hours. Afterwards, 
we held several working meetings with the Government officials named 
in paragraph (1). The results of these meetings were summarized in the 
second Aide Memo ire, prepared on May 22, 1-1hich 1-ras approved in the final 
meeting we had wi·th Mr-. Hurtado the following day. 

4. As the law authorizing the creation of the V.I.F. has still 
to be approved by Congress - approval is expected within the next ten 
days - it was agreed that no announcement of the new Venezuela-Bank 
relationship would be made until then. I informed Mr. Hurtado of your 
willingness to visit Venezuela, if a formal joint announcement by you 
and President Carlos Andres Perez was deemed convenient by the 
Government. Mr. Hurtado indicated that he would convey this possibility 
to the President and that he would advise us in due course of the 
Government's decision. 

5. During the negotiations the Government continuously stressed 
that both the technical support of the Bank and the continuation, on a 
broader basis, of our lending program to Venezuela were indispensable 
elements of the overall Bank-Venezuela agreement. In order to fulfil 
this requirement, I suggest that appropriate decisions be adopted in 
the immediate future in order to provide Venezuela with the support 
requested by the Government. In this respect, I consider essential 
the immediate establishment of the proposed new Venezuela-Ecuador 
Division. During the conversations vri th Mr. Hurtado it was also 

I 
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s ugge.s ted as necessary - gi ven the scope of .t he envisaged t 1-ro--vray 
r elationship - tP~t the Bank consider the establish~ent in the Ulli~e­
diate f uture of a Res i dent Office in Caracas. The h~C region ' s 
budget f or FY7.5 does not now provide for all of the additional staff 
in Washington, not to mention Caracas, that will be requir ed i f we 
are to take advantage of Venezuela 1 s receptivity to a cl ose -vror·king 
relationship ~vith the Bank. (I am sending a memo to Mr. Adler on 

,/ 

this question.) · 

6. During these negotiations we continuously stressed the 
advantages of having Bank borrowing·from Venezuela take the f orm of 
loans denominated in dollars or other convertible currencies. From 
the Venezuelan s i de , however , the Government 1vas cl early more 
interested in investments in World Bank bonds denominated in the new 
SDRs or in Bolivars. The Government explicitly stated its desire to 
have some part of the expected US$,500 million investment made in 
bonds denominated in Bolivars, as a way to foster their intention 

I 

'I v 

of converting Venezuela into the international financial center of j 
Latin America. I i ndicated that, in principle, the Bank would be 
prepared to cons ider Bolivar participation in some adequate proportion • 

. But, at the same time~ we also stressed the Bank's concern about the 
resulting exchange risk for the borrowing countries , and the need of 
minimizing that risk through limiting the Bolivar-denominated invest­
ments to a relatively minor share of the whole package. This was 
understood by the authorities. 

7. The authorities made clear during the negotiations that 
the Government considers Venezuelan financing for the Bank as an invest­
ment. They stressed the need to assure an adequate yield on that invest­
ment in order to maintain the real value of present foreign exchange 
holdings. In this context they expressed serious concern about the 
potential effects of international inflation; at one ' moment in our 
negotiations a proposal was made to index Venezuelan investments in ; ·· 
the Bank. We indicated that the proposed Bank borrowing would yield 
the market interest rate prevailing at the moment of the negotiations, 
thus taking into account inflationary expectations, and explained the 
consequences indexing would have for the borrowing countries . After­
wards, the indexing issue was no longer pursued and no mention was made 
of it during our last meeting with Mr. Hurtado. 

8. In our opinion the Bank should be prepared to offer Venezuela 
'~~ several forms, to be used in combination or as alternatives, through 

which it could provide the US$,500 million financial program indicated 
in paragraph 4 of the May 22 Aide Memoire. As the V.I.F. has not yet 
been legally created, and as at the same time the Bank was not yet 
prepared to discuss in detail the composition of the 11basket of 
currencies11 , I suggested, and it was accepted, that the f irst US$100 

I 
! 
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million would be invested through a loan Lmmediatel y aft er the creati on 
of t he V.IoF. I s uggest that once t he V. I.F .· is es t ablished, the Bank 
should immediatel y proceed to negotiate the details of the US$500 million 
package i n Caracas . It would help considerably if the composition of t he 
11basket of currencies 11 - possibly i ncluding a certain p-.coportion of 
Bolivars - is by then clearly defined. 

9. Finally, in our· opinion, the US$)00 million ·to be provided 
the Bank in 1974 may vrell be follo-v1ed by other substanti al borro1r1ing 
operations due to the level of resources that will be accumulated in 
the V.I.F. and, above all, to the deep interest of the Venezuelan 
Goverrunent in the new relationship proposed by the Bank. To a large 
extent, future Bank borrowing f r om Venezuela will depend upon our 
ability to move st·nftly and adequately to support the Government 
development efforts in the sectors indicated in the first paragraph 
of the fuy 22 Aide Memo ire. 

cc : Mr • Knapp 
Mr. Cargill 
Mr. Alter (o/r) 
Mr. Stern, Senior Adviser, Development Policy 
Mr-. Rotberg, Treasurer 
Mr. Hi ttmair, Deputy Treasurer 
Mr. Adler, Director, Progranuning and Budgeting Department 
11r. Avramovic, Chief Economist, LAC 
Mr. Wiese, Director, LAC II 
Mr. Escobar, Special Rep. for Inter-American Organizations 
Mr. Holsen, Senior Economist, LAC I 
Mr. Pfeffer.mann, Senior Economist, LAC I 
Mr. Van der Heijden, Division Chief, LAC II 
Mr. Gonzalez-Cofino, Economist, LAC II 

AKrieger :ms. 
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Proposed World Bank Borrowings from Venezuela 

Present ~or the Bank: 
r .... 

Messrs. Rotberg 
~ · Krieger 

Hittmair 
Gonzalez-Cofino 

Present for Venezuela: 

Messrs. H~ctor Hurtado, Minister of Finance 
Manuel Perez Guerrero, Minister for 

International Economic Affairs 

Guillermo Pimentel ) 
Cesar Manduca ) 

Special Advisers 
to Mr. Hurtado 

Roberto Guarnieri, new Executive Director 
for Venezuela in IBRD 

This memorandum will summarize the discussion and general 
understanding reached relating to proposed World Bank borrowings 
from Venezuela. 

Amount 

The total amount contracted to be borrowed would be $500 million 
equivalent. For working purposes it was understood that the agreements 
would be executed prior to the end of calendar year 1974 . The first 
hundred million dollars would be lent on the basis of a loan agreement, 
a note or a bond issue for $100 million, denominated in dollars. 

With respect to the remaining $400 million, several possible 
options were discussed which the Venezuelan authorities would wish to 
consider, all of which would be agreeable to the World Bank. First, 
and most preferable for the World Banki would be an operation denominated 
and paid in U.S. dollars. Second, an issue denominated in SDR's in 
accordance with the weightings agreed upon for the new IMF oil facility. 
The settlement and repayment currency would be in dollars, although of 
course the amount of dollars repayable as principal and interest would 
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be based on the SDR value of the dollar on the payment dates. Third, 
the Bank would be prepared to borrow the $400 million in a ratio of 
90%-95% dollars to 5%-10% Bolivares. This last alternative could take 
the form either of an indexed obligatibn .settled in dollars but indexed 
for the payment o~ interest and principal ·. to the aforesaid ratio 
including Bolivares~ or could take the form of a borrowing of 
$360 million den~~inated and paid in dollars and $40 million equivalent 
denominated and paid in Bolivares. 

Maturity 

It was understood that the average life for the borrowings would 
be approximately 12 years. The precise schedule of amortization would 
be agreed upon after a determination were made by Venezuela whether it 
wished to have equal amortization of principal or a larger "balloon" 
payment at the final maturity. The Bank is very flexible on this point. 

Interest Rate 

It was understood that the Bank would be prepared to pay an interest 
rate of 8% payable semi-annually which rate was reached after considering 
current U.S. Government obligation yields (currently below 8%) and our 
recent four borrowing operations from OPEC countries all of which were 
at 8%. 

Settlement Dates 

The Bank was prepared to accept settlement in tranches if so 
desired by Venezuela so as to conform with Venezuelan inflows of resources. 
In principle it was understood that the funds would be available before 
the end of calendar year 1974. The first hundred million dollars would be 
drawn down in the relatively near future (after July 1, 1974) after the 
form of the borrowing operation was agreed upon. 

The Bank will make available copies of our loan agreements in Oman, 
Iran, Abu Dhabi and Germany as examples of recent operations, and would 
also prepare draft documents for forthcoming operations. After the 
Venezuelan authorities have had a chance to rev i ew the documentation, we 
would, of course, send our staff to Venezuela to explain and discuss any 
technical points remaining. 

cc and cleared with Mr. Krieger 



BORitOrJING OP&qATIONS DI VENEZUELA 

1. In the past direct borrovnng OFerations of the Bar~ in 
Venezuela ;.1ere limited to one bond issue of Bs 100 million (eqt1.ivalent 
to $2.3 mi ilion ) in 1-:arch 1974 . Tl" e issue had a coupon o.f 7 percent, ~ 
average life of 8 .2 years ru1d was placed at a price of 97 percen wlth 
a gr<7u.p of 8 Venezuelan private ban..'lcs. The leading bank of t~e grc~~P 
·Has the Banco de Venezuela taking 25 percent of the issue. The Central 
Bank acts as fiscal and paying agent for this issue. · The negotiations 
for this i. s sue were rather inv:olved and protracted because i t was the 
first foreign issue in Venezuela under a new capital markets law ~~d a 
number of tecrillical questions had to be resolved with the newly established 
regulatory agency for · t he capital market. The mB made an identical place­
ment wi t.h a slightly different group of banks at the same time. In the 
course of the transaction it was in particular the Central Bank and its 
Execut ive 1l ice President, Dr. Silva, 'i'lho was most helpful in advancing 
the issue. _ 

2. The Venezuelan Central Bank has been a regular subscriber to our 
Two-Year bond issues for the last seven years and is presently holding 
$24 million of our outstanding four issues. The subscription to our last 
issUe on March 15, 1974 was $10 million. On September 1.5, 1974, $2 million 
of our Two-Year bonds held by the Central Bank will mature. 

3. The proposed borrowing of $500 million equivalent from t he Fo~do 
de Inversiones de Venezuela (Venezuelan Inves tment Fund - VIF) represents 

. part of Venezuela 1 s oil surplus funds which the fund j.s managing. The 
fund was constituted in July as an autonomous gove!'Th."T-ent agency managed by an 
executive committee of five directors who work full time in the Fund. The Board 
of Directors is headed by one of them, who is the President of the ~d 
and who has ministerial rank. The Fund operates under the policy guida_rlce 
of a board consisting of eight ministers, the President of tHe Ce:1tral 
~~ and representatives of the barJdng sector of industry and labor under 
the chairmanship of the }1inister of Fina.l)ce.. It has been reported that 
the initial appropriation for -the Fund for 19-74 would be Bs 13 billion 
($3 billion equivalent) and that contributions in future years would be 
about $4 to $5 billion equivalent assuming unchanged levels of oil prices . 

4.. For future Bank borrotdngs from Venezuela it is expected that 
similar amounts, i.e., $500 million, could be made available by the 
Venezuelan Government. through the .Investment Fund. 

~ 5. The Venezuelan Investment Fund will require considerable tech-
nical assistance in t!: e initial stages of its operations. The Bank has 
offered such help in various specific fields when the Fund decides that 
such assistance · would be appropriate ~Dd desirable. 

. .;-
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FROM: The President 

PROPOSED OORROWING IN VENEZUELA 

For consideration on 
August 13, 1974 

R74-

August 9, 1974 

1. The attached draft resolution (Annex I) authorizing the Bank to 
borrow from the Fonda de Inversiones de Venezuela (Fonda), an agency of the 
Venezuelan Government, the aggregate principal amount of US$ 5oo,ooo,ooo 
equivalent will be considered by the Executive Directors -at their meeting 
on Tuesday, August 13, 1974. 

2. The proposed borrowing would consist of two portions, one portion 
denominated in United States dollars and the other portion denominated in 
Venezuelan bolivares. The principal terms of this borrowing would be as 
follows: ~ , 

I 

(a) Principal amount: US$ 400 million 
Bs. 430 million (US$ 100 million equivalent~!-) 

(b) Interest: 8% payable semi-annually. 

(c) Maturity: Both portions of the loan would be repaid in 
ten installments of 7% of the principal--amount 
of each portion of the loan on August 15 of 
each of the years commencing August 15, 1979 
and ending August 1988 and one final installment 
of 30% of said principal amounts on August 15, 1989. 
The US$ portion would be made available to the 
Bank in three tranches as follows: 

$ 100 million on August 15, 1974 
$ 150 million on October 15, 1974 
$ 150 million on January 6, 1975 

The bolivar portion would be paid to the Bank in 

~!-based on the rate of 
. US$ 1 Bs. 4.30 

.:·\ . 
-t •.•. 

Distribution 
'ij ... ~.' · 

', \- ; .. • ,~~ 
Executive Directors and Alternates 
President 
Senior Vice President, Operations 
Executive Vice ~~sident and Vice President; IFC 
President's Council 
Directors and DApartment Heads, Bank and IFC . .. 



(d) Other terms: 

- 2 -

six tranches as follows: 

-
Bs. So million on Au~ust 15, 1974 
Bs. So million on September 16, 1974 
Bs. SO million on Octob8r 1, 1974 
Ds. 100 million on October 15, 1974 
Bs. 100 million on November 4, 1974 
Bs. 80 million on NovernLer 18, 1974 

The average life of the borrowing operation from 
the Fondo would thus be about 11 ye:1rs. 

Under the terms of the loan a~reements the Fondo 
would have the right to request from the Bank 
the delivery of Notes for the DJnounts of the loans 
outstandin~ at the time of such delivery; the 
Notes would reflect the terms ·and conditions of 
the loan agreements. In the event that the Fondo 
should face liquidity needs, the Bank if so 
requested by the F'ondo after August 15, 1976, 
would substitute any of the Notes outstanding 
with nP.W Notes in the same aggregate principal 
mnount but with different maturities detennined 
by agreement between the Fonda and the Bank, 
taking into account the liquidity requirements of 
the Bank, and providing un average life for the 
new Notes equal to the life of the Notes so 
substituted. The Bank would enter into a Fiscal 
Agency Agreement with the Banco Central de 
Venezuel~ who would act as Fiscal Agent in the 
event such Notes are issued. The Banco Central 
de Venezuela would receive for this service a 
corrunission of 1/8% on the amount of interest paid 
on the Notes. Taking into account these 
arrangements, the cost to the Bank would amount 
to about 8.01% including all costs. 

3. The loan agreements with the Fondo and the Notes to be issued at the 
Fonda's request would be executed in Spanish. 

4. The proposed borrowing would be charged against the FY-75 borrowing 
program. The amount borrowed to date applicable to FY-75 including: 
(a) the proposed borrowing from the Fonda, (b) the proposed offering of 
two year Bonds and (c) the remaining amounts to be drawn under the... borrowing . 
of y 40.8 billion from the - Bank of J~pan would be US$ 1,138.7 mrli~on (see · 
Annex II) • · • .. "' . 

• .:, ;;j 

.... . i . 
,· ·, ,, . 

\··:· 

·~~· 

Robert S. McNamara 
President 

By: J. Burke Knapp 
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VENEZUELA BORROWING DOCln·IEWI\:> 

(Translation) 

Clause Relating to Possible Bank Financial Assistance in Venezuela 
included in Borro-vring Aereement 

(This Clau.se was intensively negotiated) 
j 

11If the Government of Venezuela shall need financial assistance from 
· (,~e Bank, the Bru1k undertakes to give consideration in good faith to there-
quests for loans, up to an amount equal to the outstanding balance of the Loc,n_., 
l-Thich the Government vriJ..l submit to the Bank for the purpose of financing 
projects in the country, provided that such loans meet the requirements set 
forth in the Articles of Agree:rn.ent of the Bank. 

The Bank shall consider granting such loans on the same general con­
ditions v-1hich apply to its other operations of a similar nature." 



VENEZUELA: POSSIBLE TIJCREASE IN IBRD CAPITAL SUffiCRIPTION 

1. One possible matter to be discussed with the Venezuelans is an in­
crease in their subscription to the Bank's capital from the present level of 
1, 972 s hares, for vthich the equlvalent of $19 o 7 million (in 1944 dollars) has 
been paid-in, to something nearer i,ooo shares for which an addition'-'-1 $50o3 
million. (approximately $6lo4 million in current dollars ) would have to be 
paid-ino A further $453 million ($.5.52 million in current dollars) 1.·muld be 
subject to call oruy when requiTed to meet the obligations of the Bank . 

Reasons for Seeking an Increase in OPEC Members' Subscriptions 

2. Apart from the obvious advantages to the Bank, the1·e are three ar ... 
guments for the suggested increase in capital subscription-by OPEC com1trieso 
First, there is the basic moral point that the OPEC countries must accept th3 
obligations imposed upon them by thei-r dramatic increase in financial streng cn" 
There· is good reason to suppose that they accept this arg11-ment B.l~d realize th2:t ~ 
as a practical matter, they cannot discharge these obligations - at le2st iL 
the short run except through well established organizations such as the Bar_.i: 
a.'1d the Fund . 

3e Second, these countries have a rapidly mounting vested interest in 
the continued smooth functioning of the internatio!lal financial system. They 
could not escape the financial disruption which would arise from a failure of 
that system to provide the developing countries a tolerable escape from the 
dilemma c:r-eat .d. by the drainatic increase in oil prices . The Bankt s role is 
critical in avoiding such a failure. 

4. Thirdly, if our plans for borrowing in the OPEC countries mature, 
then these countries ':dll account. for a rapidly gro-v1ing sh:.re of the B2Ilk s 
debt. The 90 percent of c3pital subscriptions t o the Bank Hhic h is subject 
to call is in effect a guarantee of this debt. Other rich countries Jill cer­
tainly expect the OPEC countries to increase their share L"l this guarantee 
from the present 5 percent to a more reasonable level 

Amount of Increase in Ca:pital Sub~crintioEE., 

5. The suggestion is that all OPEC countries shocl.d betl.veen them ra:so 
their subscription by ~~3 .L~ billion in 19hh dollar~ or roughly $4 billion in 
current dollars c The figure of $4 billion is consiRtent with the a11 aunt­
mentioned in your 1 etter to several of the OPEC countries earlier this :··car. 
It would result in a 15 percent share of the voting poHer by the OPEC counu 
tries - a figure vlhich has little significance for Bank operations but 1-ihieh 
carries Yeto rights in the Fund (a1 though, as you knor.r, there is not a rigid 

.. l ink bet-vmen Bank capital subscriptions and INF quotas) o The figure of $1+ 
billiGn i s also near the maximum amount which can be raised without ir1 any 
way jeopardizing J apan 's position as one of the "Big Five 11 o 

I: 
' 
l 
II 
i, 
r 
}. 



6~ ~vithin the *3 -h billion (current ;p4 billion) the increase in t_12: 
subscriptio!l of an tndi"ridual country can vary Ni deJ y depeL"~ding on what cri -~ 

terion, cr v1hi.ch set of criteria, is used to determine the amou..l"lt. Ultimately , 
the decision will be made through ne gotiations which ta.ke into account politi­
cal, econorr..ic and financial considerations. To give you some ideas of the 111 2.g­

nitudes inv·:)lved for :tnd_i .. vid:ual countries, illustrative calculations have 
been made distributing the proposed increase among OP.EC colmtries in proportion 
to three variables: (a) present IBRD voting po~,-rei' , (b )' total national inco::-ile 
(C'·nP ) projected for 1975 and., (c) projected oil revenues in the sarne year. The 
d.ist.ribut5_on reflecting present IBRD voting po-v1er has been cB.lculated in tHo 
ways to illustrate t'lha.t would happen if the poorest OPEC countries Here not to 
participate in the proposed capital increase (See A1inex I). 

7. 'fhe increases in capi t al subscriptions for individual countries sug-~ 
gested by these calculations have been tes t ed for pJ..s' sibility by comparing 
each OPEC country with those Part I co1..mtrics 1.d1ich ~;onld have similar Bank 
capital subscriptior;.s in the. event the OPEC increace does take place. Five 
economic indj_ca tors have been used for the corr.pari sons ~ G~·~p, Government rev-:: ~ 

nues, foreign exchant;e reserves, exports and GNP per capita. All data. rel~~te 

to 1975. The ranking of Venezuela in relation to Par t I countries and other DPLc: 
COU.t'1tries is shmm in An..""lex II along ~·lith the compar·ison of economic indica-

- i 

tors 1-:i th those of SHe den, Denmark and Norvay. In the.se rankings, Venezuela appe':,rs 
relatively low on the scale of GfP and GNP per capita and high for foreign 
exchange revenues. 'I'his pattern holds for many of the OPEC countries except for 
those -v1ith very small populations, such as Abu DHabi and Qatar , which show high 
per capita incones. Hhat it means is simply t.hat. reasonable con+ributions by 
OPEC countries to international aid efforts will fall some\vhere in between 1r1l"n t · 
would be calculated on the basis of wealth indices (e.g. GNP per capita ) and 01 

the basis of liquidity indices (e.g. foreign exchange reser .. ~es J. 

f i 
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· Comoarative Economic Indicators for Venezuela and Reference Countries (1975) 

SWEDEN 

DENH.ARK 

LIBYA Existing 
Prospective 

NORirJAY 

VENEZUELA 

... 

IBRD Capital 
Subscription 

(1944 $ ITlil.) 

277.3 

221 .1 

20. 
170-220 

204.8 

G N P 

(Current $ b:ll.) 

681)0 

J6o0 

11.0 

27.9 

Government 
Revenues 

(Current$ bil.) 

17.2 PI 
11 .1 £/' 

6.6 

6.5 £( 

10.4 

Foreign Exchange 

Reserves ~. 

(Current $ bil.) 

2.0 

.9 

11.6 

1.7 

14o8 

§/ For all countries except Libya, reserves are• projected to be the salile as in l973o 

Exports 

(Current $ bil.) 

16.5 £I 
8o 1 Y 

6.9 

. 
6.6 £1 

14o2 

b/ Source : IFS June 1974 figures used to calculate revenues as percent of GNP for 1973. That percent 
the~ 2pplied to projected GNP in 197So ' 

£1 Expc:>r t projections .are based on 1966-73 average growth ra-tes. 

,. 

GNP per • 
Capita 

(Current $ bil 

8.2 

7.c2 

4o9 

7o0 

2o7 

,. 



Illu::trati ... .re · Distributions of I3RD Ca. pi tal .. 
Increase cnong Ir..div"iclual O?SC Cou..ntries 

(1944 $ million ) 

Pos~ible Increase 

In Proportion to Current 
IBnD Voting FeHer 

u 

. Current 
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STATUS OF BANY GROUP OPERATIONS IN VENEZUEI,A 

A. .. Stat ement of Bank Loans (as o.f J~ ~.%~ 1971t ) 

Loan 
No. 

629 
770 
796 
807 
958 

Year 

1969 
1969 
1971 
1972 
1972 
19'"(4 

Borrower 

7 loans fully disbursed 

Republic of Venezuela 
EDBLCA. 
CAN TV 
Republic of Venezuela 
BDA 
BDA 

Purnose 

ExpressvJays 
Electric Povrer 
Telecommunications 
Airport 
Livestock 
Agrici.1lture 

Total (not of cancellation) 
of VJhich has been repaid 

Tot&l not..r outstar:ding 
Amount sold 
Of t-rbich has been repaid 

Total now held by Bank 
Total undisbursed 

B. StateYnent of IFC Investments ( as of July 15: 1974) 

Year 

1960/64 
1961 
1964/68/71 
1966/72 
1969/73 
1971 

Obligor 

SIVENSA 
Diablitos 
CAVEND:ES 
Dominguez 
PROTTI,JAL 
Conceca 

TyPe of Business 

Steel products 
Food products 
DFC 
Tin cans 
Animal Feed 
Cement 

Total gross commitments 

Less cancellations, terminations , 
~ repayments and sales 

Total commitments no1r1 held by IFC 

Total m1disbursed 

---- --($ Million)-- -----­
Amount (less cancellations) 

Bank Undisbursed 

241.9 

20.0 
31.,0 
35 .. 0 
17 .o 
11.0 
22.0 

377.9 
75 6 

302 .,s 

6.0 
2.6 

30.0 
9. 4 
7.9 

22 .0 

---------$ Million--------
Loan Eguity Total 

2o7 Oo4 3.1 
OoS 0.5 

17.5 1.3 18.8 
1o0 0.5 l.S 
5.,1 5 .. 1 
2.0 - _bQ -

28 .. 8 2.,2 31.0 

28.5 2.2 30.7 

0.3 0.3 
----
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BANK OPERATIONS IN VENEZUELA 

~xisting Operations 

1. Tho Bank's first loan to Venezuela 't-Ias made in l96lo To date, 13 
loans have been made for a total of $378 million net of cancellations which 
in mid-July 197h the Bank held $300 r1illion, including $78 million not yet 
disbursed. Power, transport and telecornmunications, ·Hhere there uere sub­
stantial deficiencies to be overcome, account for 88 percent. The balance 
of lending has g0nc to water supply and agriculture. IFC operations are dis-

-cussed separately belm-1 .. 

2. Brief notes have been prepared on the folloHing six Bank Projects 
t·1hich are currently under execution: 

Ln. No. 616: Third· High-vw.y Project 

L!J ... No .. ~: G·:ri Powerhouse Extension Project 

IJn. No. 770: Second Telecommunications Project 

Ln. No. 796: Haiquctia Airport Project 

Ln. No. 807: Livestock Development Project 

Ln. No. 958: Agricultural Credit Project 



Loan No. 616 : 

Descr i ption : 

Execution: 

Loan Noo 629: 

Description: 

Execution: 

Third Highuay Project: $20.0 Hillion Loan of June 18, 1969 ; 
Cl osing Date : December 31, 197h 

The proj ect consists of ( a ) compl etion of construction of t he 
Cota Hil Expresm.Jay ( about 21 .5 km l ong \ begun by the Govern­
ment in 1966, adjoining the northern part of Caracas together 
with a connect i on to the Autopista del Este a d about lL+ inter­
changes and 6 Ian of access roads; (b ) a study of the structure 
and level of use~ charges i n metropolitan Caracas; ( c ) re ­
construction of the Avenida El Pante6n (not financed by the 
loan ) ; and, (d ) consultants ' services to assist i n t he execution 
of (a ) and (b ) aboveo 

Proj ect construction 1;-mrks are about 75 percent completed, and 
about l 7 km of the Cota Hil Expressway rove been open to traf­
fie " Construction ·rorks on the r emaining L1 o5 km star ted in l1ay 
l97h , and are •3xpected to be cornpJ cted by late 197.5 , B.bout b .·m 
and a half year s behind schedule., Delays :_n pro,j ect execution 
have been caused mainly by di fficulties in obtaining r i ght of 
Hay in a heavil y populated area; the Govern .. 1Tlent i ntends to t ake 
measure s to · ·expedite thi s mat ter . The road user charges s tudy 
has been comple ted. Bank staff has not yet discussed -vli th the 
nevi Government the recommendations of the s t udy 

Guri Pm·re rhouse Extension Project : $31 . 0 Hillion Losn of June 
30, 1969; Cl osing Date: December 31 , l97h 

The project consists of expansion of the generating capacity of 
the Guri Hydroelectric Project of the Empresa de Electrificaci6n 
del Caroni (EDl!~CA) increasing the capacity from 527 NH to 20)7 
MW. The Bank assisted in financing the Guri dam and initial 
generating capacity in 1963. Specifically, the Project compr~s 
a (a) civil 1-vorks for a ten-unit pot-rerhouse ; (b) installation 
of the compJete unit number 4 ( 220 1-H.-J) and embedded parts of units 
5 through 10; and, (c) consultants' services. 

The start of the civil works was delayed about one year due to 
the difficulty of the only bidder in providing the guarantee 
bond. Project completion is now estimated for the end of 1974, 
about 15 months later than appraised; disbur "' ements are pre­
sently about 92 percent of the scheduled level. Due to the 
initial del ay; difficulty in the eofferdam construction, and 
recent currency realignments which increased the cost of equip­
ment on order, the Project will have a cost overrun of about 
39 percent (22 .4 million equivalent); it 1-vill be met by in­
creased net cash generation and by Government contributionsQ 
The cost overrun will not noticeably affect the rate of return 
of 17 percent · indicated in the appraisal for the addition of 
units 1-J. through 10, due to faster than anticipatcl grart.h in salmo 
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Loan No. 770: 

Description: 

Execution: 

Loan No. 796: 

Descrintion : 

Execution: 

Second Telecorrnnunications Project: $35.0 Hillion Loan of 
June 30, 1971; Closing Date: December 31, 1975 

The project is designed to expand the capacity and strengthen 
the organization of the national telephone company (Compafiia 
Autonoma de Telefonos de Venezuela-CANTV) . It consists of 
the installation of (a.) about 372,000 lines of local excha."1ge 
equipment 1dth associated cable network to connect about 
250, 000 addi tiono.l subscribers; (b) new micro-v1ave links vJi th 
about 8,000 additional long distance channels; ( c ) satellite 
ground terminal station 1·ri th as0ociated facilities; (d) about 
1,700 . telex lines; and, (e) consultants to assist in the 
improvement or organization and operating procedures. 

After some initial delays in procurement v1hich VJould delay 
completion of some components of the project by about tlTO 
years, satisfactory p1·ogress is be in~ made. Significant be­
nefits will start to accrue from Jate 19?4 on~vards 1.-1hen a 
larEe part of 247,000 additional telephone connections would 
be given and long distance channels installed. Institutional 
improvements provided under the project are proceediD~ satis­
factorily. 

l-'laiquet1'2. Airuort Project: $17. 0 Hill ion Loan o.:L February 2, 
1972; Closing_ Da.te: June 30, 1975 

The project is the first stage in the construction of the nevT 
Maiquetia International Airport. It originally consisted of 
(a) construction of a runway 3,500 m. long and 45 m. w~de; (b ) 
construction of the control toHer for the new airport; (c) 
installation of lighting and navaids; (d) construction of a 
provisional freight terminal and renovation of existing termi­
nal buildings; (e) improvements to existing rum·rays, taxiways 
and aprons; (f) consultants to carry out the detailed design 
for the construction of the second stage of the Haiquetfa 
International Airport; and (g) consultants to assist in es­
t ablishing the management, financial and economic practices to 
be adopted by the Haiquetia Airport Authorityo In a later re­
vievT of the project, it lvas decided to specifically include 
t he paving of the airport apron as part of the Baru( ' s financed 
project. 

Work on this project "t-J"as satisfactory until December 1973o Very 
little ha s been accomplished since then, however, as a result 
of the elections, change in Government and holidays. Hork is 
novr picking up and is expected to proceed quicklyo The nevr Gov­
ernment has expressed a keen interest in the proj ect and wants 
to expedite it& Delays in delivery of equipment from overseas 
suppliers have sl.mved down progress o The runway is nearly com­
pleted and should be in service in late 1974. The paving of 
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the apron should be completed by December 1973. Disburse­
ments have lagged somewhat., but should pick up shortly novi 
that construction is accele-rating. The t-mrk of the consul­
tants undGr (g) above has be .~n s~"Lisfc.ctory and all recom­
mendations for organization ~1 nd management for t he airport 
authority are be ing implemented. However, the Government 
he.s yet to give final authorizntion to the consultants to 
proceed 't'lith a study of airport user charges \vhich was agreed 
under the loan .. 

Lo.an No. 807 : Livestock Developrnent Project: $11.0 Hillion Lo n of Harch 13, 
1972; Closing Date : Dec 3rber 31, 1977 

I?escription : The project provides credit and technical services to about 
800 beef cattle rc:mches, some nixed dTiry beef farrns and a feH 
cooperative g1oup ranchint_: scheme s and aims at i mpro ing pro­
duction :'lethods to increase output. Cr edit is being chaiu1ele::cl 
direc tly to investors through the B2nco de Desarrollo Agrope­
cuario (BlTD), a Government-o\·med d~velopment bank, created -.rith 
Bank assistance .. 

Execution: After a slovl start, the project is novJ' on schedule . As of Harch 
31, 197h, $3.1 million had been disbursed from the l oan account 
and 4.0 million had been committed. Average loan size is ·high, 
at $67 thousand, and t he Bank has urgsd BND to increase its ef­
forts at "Y'eaching the smo.ller farmers . BIJD is on the process cf 
being reorganized and this could adversely affect project exe­
cution, although the Govern..ment has expr essed continued interest 
in the project The Government h..as indicated, hm,rever, that the 
project may need some adjustments to reconcile it ~~th the 
operations of the Agricultur-a1 Development Fund which has just 
been created (the Government has not issued yet any operational 
instructions for the fund). A supervision mission is scheduled 
to visit Venezuela in late August to review viith the Government 
necessary ch..anges, if any. 

Loan Noo 958: Agri~ultU.!'al Credit Project: $22.0 Hillion Loan of January 30, 
197h; Closing Date: June 30, 1978 

Description: The project provides credit and technical services for approxi­
mately SSO medilL'Tl and large farmers, a few associations of 
small commercial farmers and ab out 10 aGro-industrial enter­
prises. The project supports a three-year lending program of 
the Banco de Desarrollo Agropecuario for the production of an­
nual and perennial crops and agro-industry. 
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Executi on : -- The loan became e ffective in Hay 1974, and the pr oject is on 
schedul e . The problems of thi s proj ect are simi lar to those 
of the Livest ock Development Project and t he Gover nment's po­
sition is t he same. The supervision rrtission v-rhi ch v-rill visit 
Venezuel a in l ate Augut \·ril l also revi evr this pr oject. 

Prospective Onerat1ons 

3. The last CPP for Venezuel a was discussed on J anuary 14, 1973. A CPP 
was prepared i n 1973 and revieHed at the regi onal l evel on Oct ober 18, 1973. 
At t hat t ime, :L was decided that since eJections vTere to take place i n Decem-

. . .. ber 197 3, a full revievr vrould be postponed until t he Bank had had an opportu-
nity t o discus s v-Tith the new Government its program 8nd thus to reassess the 
Venezuela/ Bank r el2.tionship. A CPP revieu is planned for later this year 
Bank activities in Venezuela during the past few ye.s rs Here based on the as­
sumption th8t s ince Venezuela Has a high income country, our r elationship 
s houl d be l imited to proj ects vJhere it was possible to impl ement inst itution:-;]. 
reforms. The possibtli ty of inr-rea.s i ng our lending act i vity o·v-cr the past 
five years Has circ·umscribed ·by the requirement that the executive obt ain le­
gi sl ative approval prior to all loan neGotiations. As the executive did not 
have t he support of Congr ess, sever al projects t.rer e postponed1 and i t w2.s dif­
ficult t o est abl ish a meaningul di alogue on new project s e As di scussed in the 
section on the political situat i on, the present Gover nment controls both t he 
executive and the l<;gislative Hhich simplifie s the Vene zuela/Bank relationshi p . 

4. Given the relatively snn11 size of Bank l endi ng program to Vene zuela 
in the past, there are only a f ew instances in trlhich proj ects are clearly de ­
fined. The projects listed belo\-r are mainl y those in vthich the Venezuelan Gov­
ernment has requested Bank assistance in the context of the broader relation­
ship between Venezuela and the Bank. A better definition of the projects 
should be obtained in the near future, as the Government programs are elaborated. 
Since the Government requests have just been received, it has not yet been pos­
sible to determine the scope of some of the projects or the timing of Bank 
missions to follov.r-up on the requests. Listed below are possible banic projects. 

First Education Project 

5. The project v.rould be designed to assist in financing the introduction 
of model secondary schools and the expansion and L~provement of teacher train­
ing. This project Has appraised in 1971, but He could not proceed to negotia­
tions for want of legislative action by the Venezuelan Congress. Because of 
its political v.makness, the previous Government was unHilling to risk the Con­
gressional debate that would ensue if the necessary public credit law were re­
quested of Congress. The new Government has expressed interest in the project, 
but has indicated that it will ask for. minor readjustments in it so as to adapt 
it to the present situation. A mission to update the appraisal report will be 
required. 

Ports Project 

6. The project would consist of (i) assistance in the preparation of a 
national ports study to guide future port development; (ii) assi st ance in de­

~ ; veloping and implementing a nevr organization and institutional structure for 
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the ports; and, ( i i i ) training of port personnel. An identif ication mission 
which visited Venezuela in June 197h had pr posed a technical assistance l oan 
fo-r this purpose. We are now exploring ways in 1-1hich we could provide the 
necessary assistance vJithout making a loan. By letter of July 9 to the 
Hi nistry pf Finance, v-1e indicated our vlillinE.,rness t o assist Venezuela in por ts 
development. The Ports Commission, recently created to study ports develop­
ment, has requested ( i) Bank assist-'.lnce in analyzing their work program; ( ii) 
a mission to help the Corrt.rnission on i:rrJ.portant aspects of its vtork; and, ( iii) 
Bank assistance in the sel ection of tHo hie;h level consultants: one f or the 
orgo.nization, selection, preparation of terms of reference and supervision of 
t he ne\·J port institution that is . likely to be created and the other on port 
operations. The Government requests Hill be met. It is likely that the Gov­
ernment vlill ask for assistance in the physical implementation of projects 
once the national ports study is completed. 

Steel 

7. This project t.fould involve assistance for the expansion of steel-
making capacity in Siderurgica del Orinoco (SIDOH) in the Guayana region. 
SIDOR is contemplating the use of direct reduction, a new process based on 
the use of natural gas. A mission is now in the field to identify possible 
areas of Bank assistance~ 

Rural Development 

8. The 1'-1inistry of Pl anning has r equested Bank assistance in t he pre-
par ation of a project desi gned to reset tle poor peopl e from urban t o rural 
areas . It has been proposed that t he mission \vhich •Ti ll visit Venezuel a i n 
late August to supervise the on- going agricultural proj ects rev i ev.r t he 
status of prepar ation of this proj ect . 

Caracas Hetro 

9. Appraisal of the Caracas Metro Project was begun in November / 
December 1971, but was not resumed as planned in late 1972 in part because of 
delays on the Venezuelan side in obtaj_ning Congressional passage of related 
legislation. The Government is now reviewing the priority of this project in 
its investment program, but has indicated that if it proceeds with the proj­
ect, it will seek Bank assistance. 

Petrochemicals 

10. The Government is now discussing a program for the development of 
the petrochemical industry prepa1~d by the Planning Ministry in order to de­
fine priorities and has indicated interest in Bank support in this sector. 
The Gov ernment has stated that general policies and priorities will be def ined 
by September/October, v.rhich would be a good time to begin teclmica.l contacts 
J..n this fieldo 
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Agricultural Credits 

11. These projects would be repeater operations to the existing loans 
to Banco de Desarrollo Agropecuru~lo and would enable the Bank to continue 
its institution building relationship 'tJith BND, 'tfhich until no~r, has proven 
very effective. Bank staff has not discussed thE, possibility of operations 
in this sector vTith the r.ev! Government because of management changes currently 
under vray in BND. 

Technolo? i cal DeveloDrw=•nt 

12. The Governnent has created a "Technological Bank11 and has appointed 
a " Promoting Commission" to organize it. In its first meeting, the Com:--1ission 
decided to request Bank assistance in this field. It seems that the purpose 
of the neH institution \-rill be to facilitate the transfer of technology, but 
it i s not clear how the Government p13ns to proceed. Hr. vJeiss, Special Science 
Advisor to Hr. Chene~J, is being consul ted to see vJhat -- if anything -- can 
be done in this mat ter . 

Venez.uelan Inves·~-mont Fund ( Fondo de Inversiones de Venezuela) 

13. The directors of the neH Ven ezuelan InvestP1ent Fund (VIF) have re-
quested Bank assistance on (i) their Treasuryr s short-term finailcial opera ­
tions and, (ii) the overall adninistrative organization of the VIF. On the 
Treasury's operations, Hr. Hittmaier - - 't'lho arrived in Venezuela on July 16 
for the negotiations on Bank borrowing 'tvi th Venezuela -- explc~.ined to them in 
detail hov-1 the Dank's Treasury works and other related matters; one or tHo 
VIF officials Hill visit the Bank in the near future in order to obtain first 
hand knoHledge of our Treasu~y operations and methods. The VIF directors also 
expect us to provide some additional a.dJninistrative expertise and some help 
in setting ·up their technical departments --particularly regarding project 
eva.luationo VIF and the Bank each have to manage an investment portfolio of 
comparable size. As the $500 million Bank borrm.ring from VIF is likely to 
be follO'i . ..;ed by additional borro't..;ing in 1975 and subsequent years, the Bank 
should attach the highest priority to ~1y assistance it can provide to the 
VIF" 

,;" 
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(_ IFC OPERATI"YNS IN VFN1:.ZUELA 

1 • IFC has nade ten investment COY'.mi trnents in Venezuela - seven to in-
dustrial enterprises and three to a development f:Ln::1nce company. IFC's in­
vestments total ri31 million, of Hhich ~~30. 7 million had been sold, terminated 
or cancelled by July 15, 1974. Il'C has oreani~ed a strong promotional effort 
to develop ne't·l investments c;ivint_; special attention to t,he promotion of export­
oriented industries. In this coru1ection, any initiative to take advantage of 
the opportunities provided by the Andean Common NArket vrill receive strong IFC 
supporto -

2. IF'C has also been very- active in the promotion of the capital market 
St?ctor in Venezuela. In 1972, at the request of the llinistry of Fi!lance, I FC 

undertook a survey of the GOU!''ltryt s fina."lc:i.al sector 't'Thich indicated that 
the dev-elopment of the corporate bond market should be given priority at-
tention. A proposal to establish a HIJebt Sec1.u·i ties Liquidity Fund 11 - a 
securities market mechanism which v1ould contribute to the exp~nsion of the 
corporate bond market and to the general improyement of tho securities 
market infrastri.lcture - Has worked out~ The proposal \·Jas agreed to by the 
Venezuelan authorities and Ili'G provided tecrmical assistance to a viorking 
group Hhich had been estahlished in Venezuela to determine the conditions for 
the proJect's imple1.lenta.tione; After a long gestation pe .. iod, the project is 
not.v coming to fruition.. The institution is presently being established a.nd 
Board approval for an IFC equity investment of $750,000 equivalent wil1 be 
s ought shortly, probably in October J 974. Because of the centrc::.l l'"'ole of 
the proposed ins-titution in the financial system, its Oi·mership -Hill be broad­
ly based- 15 percent Govern.rnent, 70 percent by some.60 leading fi1ancia.l 
and industrial corporations and lS percent IFC. 

3. A capital Harkets Lm.;, v;hich p1:-ovided the framevrork for a reorga-
nization of the country~ s securities :::narket, vlas passed by the Venezuel2.n 
Congress in early 1973. IFC advised the Government on several tecr.nical 
matters contained in this lnvJ. Among other t:bings s the la~r created a 
ttNational Securities Commission", t·ri th ~1hich IFC has been closely collabo.,. 
rating. 

4.. IFC has also taken the initiative in proposing to private sector 
groups the creation of several new fin;;n1cial insti t"utions which -v;ould fill 
gaps in the COUl"ltryt s existing financial structure. One ~uch proposn1 led 
t o the establishJnent of an investment bank. AJ.1 IFC equity parti .ipa--Lion of 
$350,000 equivalent 't·Jas approved by IFC t s Board j_n November 1973 but has not 
yet been signed-. The start of operatiorls hR-s been delayed pending issuance 
of a license by the Central Bank. It is expected that t.he issue i· lll be 
resolved in the context of the reform of the financial sector 1egislation 
Uescri bed in paragraph 6 belOH o 

S. Another project initiated by IFC 'tvas a mortgage L'1surc:tr1ce sche~ne 
whereby the financing of housing could be increased from the presently <;Orn­

mon 65 - 70 percent of the value of the d'tvelling to some 90 TJe:rcent s tbu;::­
n:aking the purcha se of dwellings i'tc.:.r P ::Jccessib} e to lcf• 'cr- .Lr:c r ,;; :~ ;::rcY:.1 !~ _- .· 
feo.si':) i lity study rar-> I:·Jorked out by IFC in I-lRy 197h o.nd is be Lng di. scu;::; ~ ec~ 
l-:ith both the private and public sectors. Tbe Hi.nistry of FinJ.nce recenl.ly 
madta public statements endorsino the concept. 

-I 
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6. In April/May 197L~, IFC 't•Jas requested to provide advice on the over-
all reform of financial sector legislation. Following staff conversations 
with the Hinistry of Finance, a con!3ul tant t·ras sent for three t-Jeeks in June 
and again in July/ August to Hork in Cooperation 1r1i th trlorking groups estab­
lished to deal v.ri th the Banking LaVJ and the Capital Markets La-vr. A second 
consultant is dealing Hith the insurance lm-vs in conjunction vdth the mort­
gage insurance proposa.lo 

7. The Hinistry o.f Finance has R.lso requested IFC to assist the ne1:J'ly 
established (international) 11 Investment Fund" and the (domestic) "Industrial 
Fund 11 arrange for technical management and to design policies and procedures. 
A specific request for assistance on the latter is expected to be received 
shortlyo 

!' 

I 
I. 

I 
I 
i' 
I· 





. ~-

UNDP ACTIVITIES 

The current UNDP program was approved in 1972 and is geared 
to the aims of the Fourth Plan (1970-74) prepared by the previous 
Government. Host projects under the program have been completed. It 
is expected that this progra.-n will be reviewed late this yea:r, to adjust 
it to the priorities of the new Government. 

Development of the plari..ning and a&'ninistrative structure of 
the Government talces up the largest share of the program, with emphasis 
being placed on strengthening the plan...'1.ing mechanisms throughout the 
Government, and central planning in particular. Another important com­
ponent of the program is development of human resources with particular 
emphasis on technical training. The program also places- emphasis on 
research in agriculture and fisheries. 

The Bank was executing agency for one of the f easibility studies 
financed by UNDP - the Los Caracas-Higuerot.e Tourism Project Study. The 
Government recently requested a cancellation of the project because it has 
changed t he priorities of the previous Goverrunent in the tourism. sector. 
The Progra111s Department has recommended that the Bank agree to cancelling 
the project. 

l 
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I. NTERNATION.AL DEVELOPMENT I INTERNATIONAL BANK FOR 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. Jorge Bravo DATE: August 1, 1974 

FROM: Rodolfo Schmidt 

SUBJECT: The Venezuelan Press 

There are more than 150 dailies in Venezuela (pop. 12 million) 
but only 6-8 influential morning and evening newspapers. Because of 
economic factors and traditions, about 50% of all published material 
is provided by the Government or its agencies; 25% are foreign news 
items supplied by the international news agencies and 25% has been 
written by staff reporters. There is freedom of the press but the 
Government is the biggest advertiser, and now the Central Information 
Office, (Oficina Central de Informacion) has the sole power of giving 
(or not giving) official advertising to the media. 

The overall quality of straight news reporting is better than 
average. There is extremely little investigative reporting, there are 
no editorials (both because of fears of economic repraisals) and practi­
cally no specialized journalism. Nevertheless, many of the journalists 
with the main dailies in Caracas are aggressive in a positive way and 
expect free access to their source. Some are heavily ideologically biased 
(both ways) but they are not allowed to reflect this in their stories. 
So, most published stories are rather dull, and quite accurate. 

The most influential newspapers are: 

El Nacional - circulation 115,000 (Politics) 
El Universal - circulation 80,000 (Business) 
El Mundo and Ultimas Noticias - circulation 100,000 each (Capriles 

Group) (Sensational) 
"2001" - circulation 30-40,000 (De Armas Group) (Sensational). 

Magazines: 

There are three important weekly news magazines: 

Bohemia (Pro-Government) 
Semana (Pro-Government) 
Resumen (Independent) (Grupo Olavarr1a) 

Television : 

Three private and one official TV Channel cover most of the country. 
Programs are based mostly on US shows, like "Mission Impossible", "Gunsmoke", 
etc. News programs are similar in format and techniques to US productions 
although they have much less resources. TV coverage of news conferences, 
panel presentations and interviews are frequent, specially when an inter­
nationally known personality is visiting Venezuela. 

Chanel 2 (Radio Caracas Television), Channel 4 (Venevision) and Channel 8 
(CVTV) are private. Channel 5 is official. 

RS :bks 



Briefs from Venezuela Spanish Daily Press 

El Universal, Caracas, July 22 

Columnist Luis Esteban Rey, former Congressman and newspaper editor, 
commented President Carlos Andres Perez policies: 

"President Perez has insisted his policies will be patterned after the 
capitalist model. His position has been clear, and even courageous. But his 
policies involve reforms to eliminate excesses and distortions in the system, 
starting with excessive accumulation of wealth .•• President Perez's Government 
has already sent to the House of Representatives an anti-monopoly bill and 
another aimed at defending consumers. 

"Before and after his election Carlos Andres Perez has urged the adop­
tion of a new development model. A model that would discard the old myths~ 

of per capita income and GNP growth -which often hide, behind high figures, 
profound economic and social inequities. (He has spoken of) a model aimed 
at the re-orientation of our productive mechanisms and of our national econo­
my, which at the same time would promote agricultural and livestock activi­
ties, increase employment opportunities, and lead to a better distribution of 
income. Investment funds, credit facilities for medium - and small-size in­
dustry, etc. serve such purpose. 

"It is true that other countries .may offer some valuable experiences. 
But every statesman should be careful in its public praise of development 
models being applied by regimes quite different from ours.- Their success, 
if they are really successful, and which in any-case would ve very relative 
and could be explained only because it applies to very early stages of de­
velopment, depends entirely on the nature of the (political) system, which 
has as a characteristic the coercive policies employed by the State ••• " 

After pointing out that the measures being adopted by the Government 
"seek thestrengthening of the economic and political system in which we live," 
Mr. Rey concludes: 

"Generally speaking, President Perez's policies and his endeavors to 
accelerate the process of change are entirely justified ••• We understand and 
justify his haste. But this does not preclude the careful consideration of 
certain decisions and wider consultation within the Government. Let's keep 
in mind the old saw -Let's go slowly because we are in a hurry." 
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2 briefs 
--- ----- ---

El Universal, Caracas, May 20 

President Perez, in a speech at the opening meeting of the IX 
Venezuelan Engineering Congress, said his Government is commited to fight 
poverty, which he considers his primary duty. President Perez said in 
part: 

"Nothing wil~ be gained with the development of our oil industry, 
with the expansion of our steel industry; nothing will be gained with 
the high oil prices if these economic resources will continue to be kept 
or centralized by a small segment of Venezuelan society ...• We frequently 
_and optimistically talk about our great development, that our GNP has 
grown spectacularly in our last 15 years of democratic Government .•• (Our 
wealth) must stimulate us to fight against privilege, to make possible a 
better distribution of income. Our struggle against poverty, which is 
growing in our country despite our high GNP, must be carried out with the 
support of science and technology to achieve a balanced and armonious de­
velopment in all of Venezuela, so that the marginal segments (of society) 
also enjoy the fruits of the general welfare." 

- 0 -

El Nacional, Caracas, May 22 

President Perez issued instructions to his Cabinet members to plan 
the acceleration of productive activities. Minister of Development Lauria 
stated that towards that end, the Government will allocate Bs. 2 billion 
(nearly US$500 million) to the agricultural sector and Bs. 2 billion to the 
industrial sector. 

- 0 -

El Universal, Caracas, May 22 

At a meeting May 21, the Cabinet agreed to create a program of schol­
arships and fellowships for the specialization abroad of Venezuelan steel, 
oil and petrochemical engineers. President Perez has said that engineering 
in the state-owned oil, petrochemical, steel and other industries must be 
the responsibility of Venezuelan professionals. 

- 0 -

~ El Universal, Caracas, July 6 

In an address to members of Congress and Government and the Diplomatic 
Corps, on the occasion of the 163 independence anniversary, President Perez 
said Venezuela will reject any attempt to make the country dependent of for­
eign science and technology. He called on Venezuelan youth to help his Go­
vernment to achieve that aim: "We may prosper and be materially wealthy, 
with appliances, cars and highways, -he said-, but if we do not produce ideas, 



. 3 briefs 

if we are not creative in art, culture, science and technology we will be 
a subordinated country, a frustrated country." 

- 0 -

July 13 

The Venezuelan press quoted extensively President Perez~ address at 
the swearing - in ceremony of Carlos Guillermo Rangel as Minister of State 
and President of the Fondo de Inversiones (Investment Fund). Mr. Perez 
said "Nobody can deny us the right to manage our own national resources ••• 
The new oil prices are indeed, and thanks Heavens, a way to balance our 
economy as they will allow us to cover the cost of our imports." 

Mr. Rangel said at a press conference after being sworn-in the Fund's 
main fundions will be to manage the surplus resources now available from 
oil. He added the Fund must see that the investments made "be high yielding 
and be fully guaranteed, so that when we reach a point when we can use those 
resources, they may be usefully applied to our future development." 

Mr. Rangel said that negotiations were well underway to make Venezuelan 
funds available to inter tiona! organizations assisting development in other 
Latin American countries. Mr. Rangel listed the World Bank, the Inter-Ameri­
can Development Bank and the Caribbean Development Bank, and others, among 
the institutions in which the Fund may invest or "place resources in trustee­
ship." 

- 0 -

El Nacional, Caracas, July 15 

Agriculture and Livestock Minister Luis Oropeza has stated the Govern­
ment will continue importing food stuff to ensure an adequate supply to all 
sectors in Venezuela. In a statement made at Barquisemeto, Mr. Onpeza said 
that to prevent beef scarcity the Perez Administration has imported 10 mil­
lion pounds of beef and has purchased 25,000 cows from Costa Rica. 
"If scarcity continues -of beef or any food product needed for the people's 
diet- the Government will import what is needed" he was quoted as saying. 
Mr. Oropeza said the Government is considering irrigation projects to increase 
production. 

- 0 -

July 18 

The Caracas press carried several stories on the resignation of 
Minister of Development Carmela Lauria, and his replacement by Constantino 
Quero Morales. Some press reports (the daily "2001" for instance) said 
Lauria resigned as a result of pressures from economic and political groups, 
particularly because of disatisfaction with Lauria's price policies. Lauria 
denied those reports. The new Minister, Mr. Quero Morales, stated that 
there will be no changes in the Administration's economic policies. 
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El Universal, Caracas, July 17 

President Perez has given his approval to an amendment to the exist-
ing Income Tax Law, whereby all persons earning Bs. 2,000 (about US$80) or less a 
month will be exempt from paying income tax. 

- 0 -

July 19 

After the resignation of Minister of Development Lauria, there were 
rumors in Caracas that other Cabinet members would also resign, among them 
the Ministers of Mines, Finance, and Planning. The rumors were flatly de­
nied by Gonzalo Barrios, leader of Democratic Action, the Government party. 

- 0 -

El Nacional, Caracas, July 23 

In a step to abolish subsidies, the Government authorized a Bs. 0.05 
increase to Bs. 0.35 per liter on high-octane gasoline (about 33 US cents 
per gall on). The Government was compensating independent distributors with 
around Bs. 60 million (about US$15 million) a year. 

The increase authorization was announced by President Perez in a 
speech to the Federation of Gasoline Distributors at a meeting held in 
Maracay. A 10-cent (Bs.) tax on low-octane gasoline has been ·eliminated. 

The President's announcement was subject to critical comments in the 
press, and among economic and political groups. The main opposition party, 
COPE! (Christian Democrat) said higher gasoline prices may affect transpor­
tation and other costs. The A D (Government party) has claimed high-octane 
gasoline is used by only 20% of Venezuelan gasoline consumers. 

- 0 -

July 24 

The Ministry of Mines and Hydrocarbons announced an increase of Bs. 
1.9 billion (about US$470 million) in oil exploitation tax revenues in 
1974 s econd quarter over the estimate made earlier by the Ministry. The 
estimated income had been set at Bs. 757,830,000; actual income for the 
period was 255.78% higher, or a total of Bs. 2,696,195,000 (some US$675 
million). The announcement said the increase was due to a much higher oil 
posted prices and to the decision to apply the oil exploitation tax to oil 
from the Caribbean Zone which so far had been exempeted. 

- 0 -

El Nacional, Caracas, July 24 

Venezuela will make available over $1.6 billion equivalent of its oil 
addi tional resources for "international cooperation". El Nacional quoted a 
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· statement made to an ECOSOC meeting in .Geneva by Minister of State for In­
ternational Economic Affairs, Manuel Perez Guerrero (former UNCTAD head). 
Among Venezuela's commitments, }rr. Perez Guerrero listed the following: 

$100 million for the U.N. Special Programme 
$500 million for~trust fund to be administered by IDB 
$150 million for the Andean Development Corporation 
$150 million for the Central American Bank for Economic Integration 
$150 million for the Caribbean Development Bank (CDB) 
$ 10 million for a special fund in the CDB 
$540 million for the IMF "oil facility". 

~1r. Perez Guerrero was quoted saying that Venezuela will also con­
tribute to the proposed OPEC Development Fund, which he said will be esta­
blished by the end of 1974. 

He also said the above listed commitments do not include operations by 
the Fonda de Inversiones (Investment Fund). 

Mr. Perez Guerrero also defended at ECOSOC Venezuela's and other OPEC 
members pricing policies, saying that in real terms current prices are 5% 
lower than at the time they were posted due to inflation. 



Revenues : 42 Billion 
1975: bolivares for. H:i.nis~ri2s 2 Autonomous Institut~.on~ 

19 Vene zue·l an Investrr·8?1t Fund 

"The authcri ties of the Hinistr.r of F'iEance have begun ~mrk on tho 
nationa.J. budget for 1975 estiTTlating that tota 1 revenues of the COU..l1try v-lill 
be h2 d.llion bolive.res., 

The information obtained from the .· inistry reveals that after ·cm:­
'·ulting the Ninistry of Hines and iiydrocarbons in ordP.r to estimate the r t; ­

venues reS1.1l ting froFI petroltJur:-~, ~fi :1:Lster HLr -~a d:> l.·:::_s set a r:a.tional hud'f!·~. · · 
of h2 .:; .lion bol:tv·.~res Hhich vJi11 be ass::.snPcl as :f'nJ o~·rs: :L6 .. 7 bi11 inl'l 
bolivares for current and invec:.'tment expendi turec o:f the I·1inistries and au­
tonomot:0 il1stitutio1~ s; 6.3 bi1l i ,'Jn bolivares for T,he regional govern111.ents 
and 19 nillion bolj_,rares for the Venezuelan Invest::nent F'undo At the close . 
of the next fisc?..l ye.~ r, the Venezuelan I nvestP.ent li'urd t,J:i ll have B. total 
amount of 32 billior bolivarese 

Sources from the Hin:istry of Fin&~ce explained that the 16 o 7 _bill:io~ 
bolivare s that will ce credited to current expenditures of the ministries and 
autonomou s institutions, include service of the public debt.. It 't·las also ex·­
plained tha.t the 16.7 billion bolivarc~ do not include contributions to the 
Agriculcural Development Fund, and resources to be credited to Corpoindust:ria 
t o assi.at the development of small and medium scale industries. "This indi­
c ates t_at the next investments of the Government to push development in 1975 
are la~~er than those estimated in the ordinary budget~ The budget alloca 
tions fer each Hinistry have been e~located· by the Hif'..istry of Finanee and 
discus s~ ons on the proposed budget have begu11 in order to establish the fina.l 
amounts. ' 

,...,.._~-~ -· ·· ---4 ------ .... -... ~-~--------~ ----·----~-w~-
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World · Bank· President 
To Confer With Gov't 

Dail~· Journal Staff nomic situation in di scussi•ms 
RObt'rt !\lcNamara, former with top government officials. 

U.S. Sccrc ta rr of Defens<- and 
· presentlr Prl's ident of the \\"oriel · With the influx of additional 
, Bank, will a rrh·e in Venezu€:'la oil income here, however, it 

Au gust 14 for a ''is iC. with gov- ~ ~ · ems likely that the \Vo r 1 d 
crnment offi c ials here, occonl- nan!( president will present the 
ing to fin a nee Minister Hf.ctor V t nczucJan · government with 
Hurtado. · invf'.~tmcnt projects ' which 

McNamara is one of sevf'ral ' ould help recycle oil money 
H 'onomists who ha,·e been in- tn countries· whose t'co·nomies 
' ' itcd to Venezuela to 0 f f t' I ' h;n•e been ha·rd hit by rising. 
U1cir "\' icws of the world f'COo- nil · bills. 
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Venezuela 

0 IRON INDUSTRY 

CONTEi\'\PLATES FUTURE 

The State 'vill take over the 
giant U.S. iron ore extracting com­
panies operating here before the 
end of this year, according to Ar­
genis Gamboa. president of the 
Corporaci6n Venezolana de Go­
vana - Venezuelan Guvana Cor-
poration - (CVG.) • 

~egotiations with the compa­
nies began on June 2. An auditing 
group is already at work on the 
companies' accounts and on their 
inn.'nlory of assets. The group's 
n·port will be handed in by Oc­
tober. 

Compensation to be paid to the 
companies (in as yet unspecified 
government bonds) will be based 
on the report's estimate of their 

- book v-alue, or net depreciated 
assets. 

who has also assured personnel 
that their wages and benefitS will 
~uffer no change. 

~1eanwhile President Carlos An­
dn!s Perez has pr~ented the Con­
gressional Spec·ial Committee ·with 
the draft ·of a decree freezing the 
companies· assets. He had previo­
usly announced that it was the 
State"s intention to ' r~c:uperate, im­
mediately, the concessions grant­
ed to the two companies, whieh 
run until the end ot the century. 
The draft decree says that all 
terrain, permanent str~ctures. in­
stallations, equipment. and all 
other assets of the comp<lnies or 
their affiliates and subsidiaries, 
used in the process of t'xploration, 
exploitation, processing, and tran­
sport of iron ore. are to be con­
sidered as part of the concessions. 
and cannot be dismantled sold 
modified or in anv wav t~ucbed 
without pen:nissim) of the 1finis­
try of ~lines and Hydrocarbons. 

. The companies are also obliged 
to maintain all these goods ;t'nd 
assets in efficient order, and to 
maintain produc:tivih· until the dav 
of nationalization. · · The companies are the Orinoco 

~lining Co., a subsidiarv of U.S. 
Steel which has been ·operating \Vith similar legislation on the 
here for 20 years and exported 19 oil ~~dustry as prececknt. the com-
million tons of ore in 1973. of pames are not ~cceiving them-
which 11 million went to the U.S. selves about the extent of this de-
and 8 million to. Europe; and _ .. cree. Venez~ela ~ e a ,n s to take 
Bethlehem S t e e Is Iron ~lining over everythmg nght uown to the 
Co., which exported 3 million last typewriter in the companies· 
tons. The whole of the country's ?ffices. Everything. i~ !his sense. 
iron ore extraction is in the hands mcludes the compames ports on 
of these two companies. Produc- the Rin~r Orinoco, their roads and 
tion now stands at 2 million tons railways. and finally the Orinoc·o 
a month, and prices have risen \lining Company's li.S. ~ 85 mil-
eight times so far this vear to lion high-iron briquette pb.nt, (the 
reach the current U.S. $2i.73 per world's first,) with a capacity of 
metric ton. one million tons a vear of 86.5 

The companies' . administrative percent iron content product. and 
structure ~\ill remain untouched: Jts complementary "U.S. ~46 mil-
each will continue to operate as lion ore shifting and prl'paration 
an entity, although a policy-mak- plant. 
ing holding c-ompany may oversee The Treasurv's take in income 
both. All U.S. personnel who wish taxes from the industry's oper-
to remain in their jobs \vill be ations has been about U.S. ~9.'3 
welcome, according to Gamboa, million a vear. On takeoYer this 

is expected. to increase bv U.S. ~30 
million. But the real objective is 
to halt export of ore and to export 
semi-processed steel instead. Ve­
nezuela \vill inYest U.S. S l.(X)() 
million to quadruple steel output 
to 4 million tons bv 1977 and the 
eventual target is producti~n of 15 
ml11ion tons b\· l 9S5. This wou1d 
put the country among the world·s 
top ten producers. 
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Nation Gets Bs. 2. 7 Billion 
1 

In Oil ProdUction Taxes ., 
Daily Journal Staff 

,, .., ~ 

reference prices for the purpose of 
royalty payments, the ministry's 

The Venezuelan government col- bulletin added. 
lected Bs . . 2,696,195 ,000 in oil pro- The payment of Bs. 16,426.833 in 
Cluction tax during the sec o'* d production tax for the CaribbPan 
quarter of 1his year alone, a .com- area, formerly exonerated, also 
munique from the Mines Ministry accounted· for a significant p or-
discl osed ve~terday. i tion -of the- increase,· t_~e -~o~~l_l- i' 

ThE' production revenues. 'he- nique stated. 
c0rding 1o the bullet in, surpa~sed A production tax·· of 22,078,000 ' 
thf' ministry's goal of Bs. 757,830,- for the Oritupano, a recen1 1lddt­
ooo by nParly 256 per cent, or Bs. tion to the state's tnx rolls, also · 

. Un8 .365 ,000. . added to the overall production 
j . The enormous in crPase was due tax paid by the oil companies for 
1m large part to hikes in c r u d e J. the ~pril to JWle period. 
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~1Vationar te.el_ Cou1tcil 
Jilled by p,~~;:i(!e_,jt' 

Dally Journa~ btaff 

President Carlos Andres Perez 
officially installed the . National 
Steel Council yesterdaY in a cere­
mony held at Miraflores Palace. 

The council was part of the e­
. conomic package -that the Presi-
1 dent .announced late last month. 

I Its role will be to oversee the de­
velopment of the · steel industry 
in Venezuela.-· · .. ~. __.-- . 

of the sub-regional AndE-an com- tions . ana the Vene~uela · steel in-
mon market;' .Perez said. dustry.. ~ ·· 

"Placing the exploitation 6! our c._ 
national resources into our hands 
-is an irrenouncable goal." 

Perez ~ent ·on to say that the 
nfgotiations with the foreign con­
cessionaires are currently taking 
place so that the concessions 
would go back to the state as soon 
as possible after Congress approves 
the bill which reserves to t h e 
state the exploitation of iron ore. Tl)e gover~ment of President r-e­

rez is attempting to build a strong 
-steel industry 'here that is- pr1-: The U.S.-dominated iron ore in­
marily funded by local capital. E- dustr:y is run by Orinoco Mining, 
Yentually, th~ government ~·ants to l a subsidiary of U.S. Steel, and 

1 turn the nation into a ma)or steel Iron Mines company of ·venezue-
exporter a~ d man_ufac:turer . ~! ta. a subsidary of Bethlehem Steel. I heavy machmery. \ enezt'ela· 1 s President Perez said that over 

. presently moving to nationalize the· the last 24 vears ;orne 300 million i iron ore companies that o;>e::-ate 1 tons of iro~ ore have been ex-

. here. . . _ ! tracted from Venezuelan deposits, i I The Preside n,t ~a1d m ~ tel,ensed . o! which nine per cent was pro-
, ad d rc.·'Ss yesteraay i..h.at m1xea com- ! cPssed in \"enezuela. l 
· pan1es will be formed for the fu- 1 ~ 
. me ial"za ion of iron ore. I .Ln aoc•ut a quarter of. a centu-
1 ture co rc 1 t J r~~ U~e. country ha~ received only ! 
l ·"National capital would be dom- · 1..:. bl_llJO~ doll~rs wcome f?r the 1 
i rnant in these mi>~Pd ('Ompanies ' exploJ1 atiOn ~f lron ore. This rep- , 
I d . ld be sub'ect to the terms resents an a"\'erage of about 4.20 i 
an v. ou J i dollars a ton, he added. l 
~ But he also said that the import i 

value of proces!'ed iron ore has I 
cost 1 he country five i.imes more ! 

than the raw material. I 
Venezuela produces an m ·erage ! 

or 2.2 mi!lion tons or iron ore a 1 

month. _ In 1973 exports totaled 1 

about 23.1 million metric tons, of 
1 

v.;hich more than 13 million were I 
sent to the United States. 1 

The council will be headed by ! 
I the DeYelopment J\-Iinister. Carme­
la Lauria. Other members are: , 
Mines Minister Valentin Hernan- , 
dez: Cordiplan Minister Gumersin- : 
do P~odriguez: the presidems of 

: Corpo:-ac.ion Venezolana de Guaya- 1 

j na and Siderurgica deL Orinoco ; 

l <Sidor), Argenis Gamboa and Luis 
Jose Hernandez: the preside nts of 

\ j\1 etallurgical Industries and :J\!:in-

1 

ing and ME'tallurgical Engineers, 
, Mnrcellno Barquin end Enrique Al- . 
I varez, and a representati\·e of the j 
I Confedf·racion de Trabajadores de . 
l VenE'zuela, Yicente Piat e. i 
I 

Attending the instalJation cf're- : 
mony, which was held in the Sa- l 

l
lon Bovaca. were members of I 

the Cabinet. Congressmen from · 

1
the Mhes Caru11ittees in the Sen- I 

I 
ate and Chamber of Dt-~uties and · 
rt'pre.sentat.ives of labo! organiza- 1 

. ~ 
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. Tl1e Progra·Ill ... And Tl1e Problem 
. A carefui reading of recent ~tutement and speeches 

concerning. the new econon1ic pr ,gram of Venezuela 
points to son1e ob\ions Cf1nclu,iuns. An1ong them:· 

There is desire- to reL!istri ~)ute ·income .-o as to h~ip 
the poorer clasges. Some of the in5truments: direct 

_' subsid.ies, new social benefits, modific2tions in t~xes, 
new employment progran1s. · 

There is the purpose to encou.rage ag ·icu1ture, fish· 
ing and li\·estock-rai5ing - by mealli' of ne·.v incentives. 

There wili b~ a policy of decentraUzation of indus­
_try (attracting it out of Caraca~) and of de\·e1opment' of 
the interior. 
_ The go\·ernme.nt . \Yill be "intervent!oni ~ t", in tlu~ 

sense of. controlling certain types of prices, exces, prof­
its, monopoli:;tic tendencie, - protecting con~umers, etc. 

The conclu~ion~ then, is that the go\·ernment leaders 
·want to create a k-ind of ''\.velfare state", although not 
a s.ociali -t one. 

And the chief p1~oblem - a gra\·e one. they agree 
- wifl be to educate and train competent persor-nel of. 
integrity to di:;~harge the many ne\v funct!ons that are 
being contemplated. 

· rfl1e Pro5pect For Oil 
The announcements concerning the oH ind~stry ser,;e~ 

in a way, to clear the atmosphere, and, in that sense, 
are tn the good. 

One now ~nows that there will be a six-month ;Stu.Cly 
of the impletnentaticin of "reversion". and that manY.· -of · 

'the chief decisions will be initiated by the five-nu1n co­
otdinating con1mittee. One also can be fairly sure that 

):he th:ree chief companies will continue their operations 
,;...._:-state-owned, and "venezuelanized" --but their organ-

. '!'izatior! and ,structure will probably be pretty much as 
·now, having proven efficient and productive as they now 
: operat~. Their personnel, i~ is said, will be kept as much 
as pos.~ible, since it is trained and cmnpetent. Of course, 

__ .Jhere ·will be new personnel, and everything possibk 
_will be done fo train engineers, geologists · and workers 

. ;: in an br~nches, so that the operations can· c.:-.ntinne and 
_can expand if necessary. ' 

-One question-mark is the "holding · comJ)any~' that 
has been announced. Details concerning this idea 2re 
still not available, so on~ cannot kllow jl.!st _what func­

·- tions...this company _will-have _ -__ _ _ _ __ 
In-any case, there is· certainty no occasion for-panic 

or fear. There i~ every hope that the r :1nsition will be 
orderly and ~ ucces~ful, - and that t b:·rt- "·ill stiil be 
p!ent · ~o do for the foreigner.:; 3.Iid ~- :-.: : ~ :·eig-n co'11-

I 

' 
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-·.-: By-Jule<s L. 'Valdman 
: _-_ Minister : of Economic Planning 

Gumersindo Rodriguez is con­
- ~idered to be one- o! the. leading 
brains pehind the new . economic 

-progra_m : (NEP, shall we call it?) 
of - the Venezuelan government. 
Faced :-~ith a battery of que3 · 

tio_ns, he did not hesitate to ar:s-
: wer all of them; his words,- there­
fore are of special significance. 
·. ~First a word about him, and 
then, a worrt about the "Cordi­
plan'.' organization he heads. Then 
the interview. 

Dr. Gumersindo Rodriguez is a 
leading economist for Acci6n De­

- m_ocratica. He studied economics 
~ere .and in London, and has b een 

-~ :_~ university professor. He has 
- :h-~Id -i)osts ..;.ith the Central Bank, 
. the- · Min-istry _- of Finance and the 

Ve~ezuel~~ De\Felopment Corpor­
-ation . . arid \vr.itt~n profusely on 
~o~etary- and g~nera.l _economic 
matters. 
- The department _ he heads - ­
... Cordiplan·· - wa:; created dur­
lng the Betancourt administra­
tion . (1959-196-1> and its first head 
Was Dr. Enrique Tejera Paris. Its 
fust j~b was to make a "five­
y~ar plan"' for the economy of 
the nation covering both the gov-­
en:::n1ent and private sectors. Since 
then -it- has been keeping its dat3-
curr~nt and- serving as ' forecast-

- er · and planner- for the nation. 
:ft -is concerned' not only with 
'_fhe-projection of economic statis-
ti~s- and i.adexes <from GNP to 

·. employment-percentages, from oil 
{)rod'uction lo trade-balances}, but 
: -usb with gene~al economic poli- ­

cies . . In this. administration - ob-­
"-iously - CORDIPLAN will have 
a more important voice than 

ever. 

Dr. Rorlriguez himself has a 
l'mnll office (for a Minister) and 
n busy staff. He works indefati­
~ubly, beginning ear 1 y in the 
morning a n d finishing late at 
night. His r e l a.t ions with tlw 

press are excellent - nerhap..; 
because he is so acc<'ssil•le attd 
so \r.-illing to spend time with m­
qui ing reporters. 

THE INFLATIONARY 
SPIRAL 

- A good fifteen minutes of the 
DJ talk. with the Minister h:-~d 

to do with inflation, and what 
1 he government intends to do a­
bout it. Just how, he wns asked. 
c1oes he see this problem, ar~d 
how does he expect to r;olve it? 

The ·nJ interviewer mentioned 
that m~my economists are a­
fraid of an inflationary spiral 
·and maintain that a general 

- wage-hike such AS that to be cle­

cr~d lends to a prire-hike, and 
1 his in turn cnuses demnnds for 
higher wngcs which, when grnnt­
ed, lead to another round of price­
hikes, etc. The cxperi<'nces of 
other countries that had suf­
fered gAlloping inflation were 
mentioned. and Dr. Rodriguez 
was asked his opinion . 

"The first thing that should be 
clarified," h~ an s ·were d, "is 
whe~hf:'r this theory of thC? infla­
tionary !'pirat is r<'nlly true." 

In n highly de\'('loped country, 
he ~\d, on increase in the cost 
or labor has · ll ·very· modcrat~ 

· <!!feet on· prices, ' because labor 
· rpt>rescnt 5" a : small· part ·of the to­
. tal co~t. Fo~ cxnmple, "it the · 
· co~ of lnbor js 20_ pe,r >Cen1.. and 
cWa-~- :.re raised 20 · ~r· ~~t; -'the 1 

• 

-increase is only 4 per cent." . ·· 
ln Vnnez.uela, he went on, 

then-: ure ~pecial circwnstances 
in a(]dition. · 

FirsL he said, "there is an un­
\1~Pd c3pnclty in our industl·ialln­
Niallatlons n _f over 45 per cent." 
'J'he- wa).!e - hikes, he continued . 
can be l'Onsidcred as incom~ thnt. 
increas('s the demand for · goo<ls 

.and scrvicf!s - especially in su~h 
fields as t<'xtiles and foods. This 
increased ciemand permits thP ex­
ploitation of the excess cnpRcity 
of industry, 'and this results. in 

rC1 tHnnir•-" and lower costs. 
Sc>r•onn, hf' stntC'd, Venezuela 

has ·a lrugl' number of unem­
p!o~ Nl and nn<>mployabl"s . .. In 
cou ntries where there is fl.tll em­
pi".\ m nt nnd the inconh.: "'f the 
fo:tmily di'JH'nds on the members 
of the family who work - and ­
t 1n_\· ;Ill do - ther(' is a prob­
l"ll t. TIH' c mly way to incr<'ase 
i nromC' · i" to inrrr>ast> th<' num-

r>rs of 1he "mploye<l - "so in ~ 

B sit uat io ., surh as ours, whC?l-e 

1 lwre is no full cmplr•yment. _ a :~ . 

~ny to increase incon1e is to 
incr('ase em~:-loyment. 

.. The real income of tht- family 
\ ·nuld iucrcase in Vcn,zuela." he 

explained, "unlike the sit untion 
,\·hf't" thr>•·e is full employmPnt, 

so t ''"' i h,. purchasing pow('r of 
the ramify ris(':>, not only b<.>c'RUse 
of thp wuge-hikes but nlc:rl b'!­
caus<' c.Jf the n('W employment.'' 

Thl., results, said the Minister. 
in an increase in net in~ome and 
in a braking of the inflationary 
tenrl ncy. 

/MORE 
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v. nen ·que tioncd concerning thf• 

scarcity of raw materials · tht1l 

• might make it impossible tor in­
dustries t.o utilize their full capa-
city, the Minister assented. 'The --­
go\•ernu.ent must guarantee- the 
supply \>t raw materJals, and· that 
will bP. " principal task: lndus-
try mus~ be allowf:'d to grow and 
thus to absorb a large part t\f · 

the wage hikes." ~ 
I 

The minister was con!ident that 
the ~ffect of the wage - hikes 
would be much smaller in terms 

- . - . I 

of Qercentage · than ·the wag~-
hike~ 1hP.mselves. He insisted that 
the thef)'' \' or the inflatio~ary ·_ 
spiral would not work in ·Ven· 
e1..ucla and that the measures 
would result in C'ncournging and 
increasing production and actual­
ly stabilizing prices in the future. 

What other measures would be 
expcwtflrl to brake inflation?· !)r. 
Rodriguez \vas asked. 

He mentioned the "Investment 
F'und" which would ·take h a 1 f 
of the oil-revenue out of the 
country .and iinvest it; the with- · 

. drawn! , of gdvernme~t depos'- ~ 
its and !unos from the lo<'al banks 
in or ller to r~duce liquiditY; thP ' 
stimuli and inrentives that would 
be gi,·en to rlcpresf.ed areas, · such 
as ~griculturC'; livP-stock, fishine . 

i 

FUI\"DS ;To OTHER 
J,ATIN Al'-1ERICAN 

- COU:NTRIES 
Minister Roorip.uez wns asked 

. what the plan~ were for aid or in- ~ 
, ·es1 mcnt in ineighlJoring coun-
1, ics. ' . 

"The · preci~e nmount~ have nol 
yet · been cleto~mined,'' he sa \.<1.-­

. "that wi!l :~p~nd on what will 
· be a ·allable .. l~er~ and on the op­
porluniHes·. ·not, Veneruela plans. 

. :. ~~ ~t,1Ve~~ in ·. i~dustries and activ~• 
iil~~·:esi~t'ciQ~)1 in the .Andean ·~1:. 

eion. We ' w(lJ' not ·g~ in for sub­
sid-ies. but for wise and useful 
investments -useful both to the 
count ry thnt gel them a no to 
us... ... . 

"OUJ· criterin will be: good r~ _ 
turn. small risk", he said, smil­
ing. He went into details: 

"For C'xample, uppose the An­
d<'an Pact assigns certain typi'S 
o! agricultural machinery .to n·a­
tions other than Venezuela. Or 
trucks. or parts, or other ar­
ticles. By investing In sue~ .et\- . 
terprises abroad that are ~ot aR~ 
signed to us, we ·make a contri-; 
buti•Jn both to the other country 

and 1 o nursi:'J,·es." 

(Minister Gumersindo Rodriguez Discusses the Economic Program 

THE TARIFF QUESTJ01\· 
Th(l DJ tiH'Jl went into the is­

IOUe of high tariffs and their ~~­

•. feet on the locru price structure. 
~·1 know The Daily Joul'nal h'iS .. 

editorilllized about this- l ··read 
--the ·Dally Journal all ·the time-
- and I think .your position is at-

tracti\.e and interesting!' 
"Importation is a factor in in.:, 

, ·£1ation," he said, "But~ a . rela­
tive one. Important1 .-yes. But 'not 

the determining · factor. · ·Imports ­
affect 20 per cent of Venezuellln 
c:onsumption, not much more." 

"Yes,'' ."it is t.rue - that lln' a~ 
valorem t~riff on · conslant11 .\"iS~ 
ing prices tends b multiply the · 

dfects of inflation - has a kind 
of "built-in'' Che used the EngliSh 
term) effect. And higher - priced 
raw materials, he said, have an · 

.' _ \mmcdiate effect on prices, just • 
- as higher-priced agricultural ma-­

chinery - because of gradual a­
mortization- does not have such 
an effect. 

-. Also, he said, since machin~1·~ 
- is bought \\it h foreign currency 
- that' has to be purchased, t.he ef-

i'ect or this is . antl .. jn f)ationary be~ . 

:cause it reduces liquidity . . "On 
the one hand, the price may ·go 

up, but on the otper hand, liquid-
ity goes down." · 

Another difficulty, he pointed 
'11Ul, is "our obligation under the 
Andean Pact." 

·--But, he added. there is the pos­
sibility of revising tariffs on ar- ­

- \icles and materials not' made · iri 
the Ande9'l region- .. and in this 

· "lrea, studies and revisions can 
be made.'' 

-REVALU.ATION- RUMOR? 
"What. we think of revaluatioh? :: 

·repeated .the Minister. "We hll\~ · 
• discarded . it because it. . contt·a_:< 
· -diets our . other policies .·· 

''Fo,r C'Xam.-ple,'' he s~id, ''reval- ~ 

uation ·would prejudi<'e us in the 
·· And~an Pact." Beside~. it ~ould 

.. }lurt the exportation of , non-tr~ ­

ditional exports, ''and ' ·oulrl ()Ill .\• 

remunerate· ali the forvign sp('('• 
·ulators whl) havt> brought mQn y 
\nto this country in hope oi :m 
easy profit.'' 

'\hen the Minister look time OIJ t 

to deny ti,e rumor or a t P >« 

Qn {oreign-currcncy putThasc~ of 
. certain types .. '"That would ;l­

. mount to a partial dcvalunt iou, 
and . that too is 'ngniust .our pol-

- ~y/' It - also violates tlw plil ~·: ­

.. ple of unity of toreig·n exchnn[."' 

~ - there will be 90 ciHmgf' in th ... 
value or the bolh·ar he 1 PiiPt'• 
ated. i 

AND THE PHICE 

--· FREEZE? 
.. We wlil still ' rt>gulRit' N•rt ra• n 

- basic-.flelds,,, said thti Mini~'' r, 
:_ ••even after th~ l prlce-frP~~~ i'9 

- over.'' <The. fr~~ze will end m 
June?. '!Certain· types of r o o d. 
m~dic,ines, clot~ing. ~Pcrt"8t ;.=-.,, 

t~ • "ducation.'-' Pripe-freezlng. ht 

·added, J'does ntt .' menrt • indef1· 
- nitely . controllinr.· .:_ ! there ~h 'lU lei 
' b~ Ume · to rea ju~t production 

::.. ·und • ~ "rational 'I.e . priC'~s." Th& 
·l~ Eid~~nlage of a j prfr{'- freeze. i~ 
>.; that -if a merchant know~ there-

Is freeze he does n<>t rili8e, ptlceg. 

for he does not "anticipate·• a 
rhange. 

The Uniterl States, he ~ · a i d. 
·would h;n:e had e v e n won't! 
tnflation if it had not had the 
frf.eze. The freeze was also ablE' 
td impro\·e the US.' balance of 
payments, he said. 

_, 

~AXES AND SUBSIDIES'? 
, The Daily Journal had IH:'arcl 

much about •·tax reforms:· and 
asked about 1 hem. 

.1 "The purpose will ne\'er bf' to 
get income··. said the Ministf'r, 
"ihe pUf?OS!' is to l'E>orit>nt 1 hf' 

bpdget :-;o as to benE' fit t hP 
l11R.o;ses, and also to enC'ourage cer-
1 n.in Clcti\'i ties such as agdculture, 
liv~tock - raising, fishing and 
~lso indus! 1·y in the interior. So 

th<>rf' will be adjustments, exon­
·e-I;f\1 ions and e. empt ions. 

"We want only to renesign the 
apparatus o[ income and f'xpense 
so ·that 1 hose who contribute less 
to oevE'IopJnPnt pay higher taxes 
and 1 hose who C'ont ributE' mote 
pay less by means of exemp­
tions.'' 
• Thf' purpose. he ~>mph-asizf'd, 

v\111 not b" "·: ntnit ivC' ... 11 will be 
1u ' ' re-orient'' and 1o "channPI.' ' 

Tax exf"mptiuns in certain activ­
itiPs, he sairl, .~might be for a pe4 

riod of up to \E'n years. And he 
ag<1in menti oned ngriculture, live­
stock, fishing and industry in the 
in I erior. The _ "reorientat ion'' he 
said, would be rle~igned to dis­
roUJ·age spcC'ulation· in land and 
in commerce. 

In line ,\•ith this d(>sire to 
promote agri cuJtur(' anrl indu~try, 
MinistPr Jlodri(!tH'Z hinted at the 
issunnce of 11\'\-ln·e int(•Jr•sl­
heal'ing bank •·e nifit·alPs '' ho"P 

proCC't>ds WQUld be u sed to en­
rourage t hesc two a<·ti\·it ies. 

/MORE 
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Mortgag(' C't>rlifl c at f'S. he sa id, 

would C'ontinUf' as b fore> : b u I 

it would be hoped t.hat somE> of 
• the funds that now go into them 

will be· diverted ·to lhe new cer· 
lificates that would provide fi­

nancing for agri<'ullural and cer­
tain types of industries. "The 
stimulus al present is only for 
;<luxurious'' construction, eithP.r 
commer:cial or private; it must 
be spread out to· include other 

activities." 

"We wil have a different kind of 
subsidy," said the Minister whet~ 
askf:>d about policy on 1 his front. 
"\\'P wiiJ not ha,·e gc>neral ~ub-

sidies in consumption, which 
benefit bo~h the rich consumer 
and the poor.'' The government 
prefers to subsidize the poor con­
sumer directly, even with f• C'8 

:supplies. such as free milk for 
-pregnant and nursing mothers and 
for poor children. "The tradition­
al type or subsidy'', he said. "will 
be suspended.'' In the traditic,n­
al subsidy, "the pricE" r.an he too 
high for the poor consumer." 

This ls the ~)lRn, said thE' min~ 
isler. as far as subsidi es tn con­
sumption arf' ('OIH.'erned . Subsi­
dies to product ion will b e in the 
form of fis<' nl stimuli··, and these 
stimuli would be trnnsito ry, 

never permanent. 

S1\1ALLER BUSINESSES 
AND RA "' 1\lATERIALS ... 

The DJ pointed out that many 
small businesses were complain­
ing about th e bu1·den of t he 
wag('-hik es anrl ot hE>r nc'.'' PX­
pen sPs, p renic ting ba nkru Jt des 
and l i qu icl;.~tio n s a m ong their 
num bers i1eca u se uf mahil!ly to 
absorb t lw 11 e w costs . 

"YPs, som P will haH· prob­
lems'', ag rP.Pd the r.ri n ister. 

"But wr> wil l IH' l p th em ... 
Th er E> wo u ln b ,_. a s p<.>crvl fund 

h r l oa ns to thi sector. he said. 
to help cornpa1i es abide by the 

new labor -la w regulationc;. 
h ere w ould also be a special 

governnwnt rnmmission in \Vhich 
these companies would partici­
pate, he· said, for the purp ose o{ 
obtaining the raw materials lh~y 
might need. 

"Their complaints w ill be lis­
tened to". he said. 

Ac. for th<' raw-matt>rial prob­
lf'm. whrch h~> Ad mitted is grave . 
hf:' ~aid that ont' of the prime 
tasks of this gov€.'rnment would 
be to stimulat(> their, production 
within· the country." . 

Vt>nezue)a will not revive the 

"old-style" anti-monopoly laws, 
said Minister Rodriguez. "Noth­
ing like the Sherman Anti-Trusf 
Act, which was a populist meas· 
ure for its time." 

"Our object is not to elimi-
nate the large producers - only 
to translate thei! productivity 
into lower prices." This means, . 
he said. that no collu~ion or pnce-
fixing among companies would ... 

be permitted. The consumer must 
get the benefit or their efficien­
cy. 

FOREIGN CAPITAL .•• 
AND THE 

GOVERNl\fENT'S 

Just what will the role or for• 
eign capital be in the futw· '! 

What will the role of th'~ GOV• 

erment be? · • 

Foreign capital, said lhP. 
minister. Will continue to p• ·,: nn 

important part in . thE' d·· -- t-lop~ 

ment of Venezuela. In rd 1 , h,~ 

said, once the foreigner~ 1: nnw 

the exact Jules of the g<tmf>. l~ l l' l c 

will be a significant infl ow ·•l -;·,p-
ital from abroad. "We cxtw :·1 tn 
define .the rules so prPci~,. J, · lw t. 

there will be no unccrt::tir,, •. '1 

He said that Venezuela , .. i l 

need foreign know-how an" '"ll l~ 

nolop;y, as WPI) as fnn•ign · ·"': .1 !. 

in many of the pt (1_ie('\S r1 •'•':' ' 

planning. GovE'rnnwnt pol , .. ,. and 

the Andean Pact. V.·iJl dell " <' the 
areas. And, as for for·pign u :,itul, 

he said, ''it will tread o • ''" ry 
.firm ground in the fir>ld . I h al 

are clearly left" for it.'' 1; . • al._., 

stressed the possibility of •ql: I 
-companies..'' 

··on, iron, natural resourcP.s 
-_ will b e resen:ed for the state·', .he 

said. ··certain terminal f ields, 
{ramas t e rminales") should be 
mana gt-d by the state. 

"Our go,·ernment will not. be 
ocialisf'. be said. There will 

b e government capital, prh·ate 
Venezuelan and private foreign 
capil.al ,he - stated~ And "'J)rivate 
capital - including forei~ -
'Wlll be spedally important in 
"the .production -o! m'achi~ery, 
of raw materials and 0! inter­
mediate goods. not only for the 
domestic· market, but for th! 
international markets, where l.hf 

foreign companies have .conne':· -

tions.'' 

'AUSTERITY !\liD-./ 
• ABUNDA1\CE' 

"And when we say 4 austerity · 

;n the midst of abundance.' we 
mean lt.'' Despite the abundance, 
he said. "there is a S<'arcity Clf 
viable projects and · of .person-

Thf:> telt:·phone interrupted the 
com ·ersat ion. Coming back. he 
s nid . ru C' fully , "If ·you c..ould elim~ 

inate the te1P.phone, the. G~P of 

this country ~would go ~ con- ' 

si derably:• 
And, a propos -or austerity and 

abundance, he eonduded 1he ln­
t er\'ie-..., · by -citing the c:.~rtoonist 

Ze~pata . Zapata he said. recently 1 

C'aptioned a cartoon , ' 'Los reales J 

cuand<? abundan mucho, se YUUl~ ; 
ven irreales''. (' '"\\'hen the re.alf'f jt 

- funds -are abundant. they. 
1 

become unreal "} 1 

This. said the Minister. sum­
mar izes the challenge ~acing Ven-
e7uda. 

/MORE 



--:L:, ..... ,_"_-Li.A -- "t:t.AY 24/1974 -- page 2 

•• 
t• ~ 

- ~ e .. e 
Dt\il~· .Journal Staff 

The followin~ are excerpts 
from an inten·iew wilh Dr. Hec­
tor Hurtado that topk · place this 
week on the program, "Buenos 

Dias." 
Q. Whilher are you bound 

-with the measures, snd why?. · 

A. Venezue>la is at a critkd: 
jl.mcture right now. On the one 
hand there is the agricultural 
crisis; on the ot hP.r, a. crisis or 
a bundant finHnrial resources 
which. if they become part of 
1he money in circulation, could 
produce a rise in prices t h a t 
wonld neutralize the wage in­
crP.ases, affecting the welfare of 
the people. 

And internationally. we find 
ou rselves facmg a problem of 
world inflation and shortages of 
raw mate1·ials. also political prob­
lems. So. alt n .~ether. we. are in 
a . situat ion of emergency, just 
":ltrn we nre fHced with de­
c· lf'!ls conce>rning the nation ­

"·' atinn of nil ;md of iron. and 
coJJLry mto the Andc:-t n Pact. So 

\\' (' h~ v~ to nwasurP our path 
Yf'r~· pn•ci se>l y, or we expose 
" rsC'lve>s to ri c:k. 

, 'lhe f11ndnnwnti l pnrpose is t.o 
~ p·•ed ~ocial nnrl Pconumic de­
\f"'J"pm nt! A he\ I f'r ciistribution 
•• ,·pnlth . grent'~T welfare for 
;dl. 

Q. A ncl hnw llo ~:ou think the 

mt """ r es will accn m}llish this 

Jlllrpo~e? 

A. By empl >:vi ng more r<'­
~·'lliTes. increasin g the purchas­
iu~ power nf the people, b ::ll­

anci n g production and supply 
~·ith this greater acquisitive pow­

er. 
We remain within the capilal­

ic;t scheme. introducing reform­
Hm so th~t the syst en1 will bet­
ter islribute the w ea lth and 
increase the general · w elfare . We 
d o not want to " convuls~" so-

\.' c1e1 y. 
_ J Q. ('ould ~· o11 t£'11 11s what in-

fltu•nc(' . th('M' m c<>s Hr('s will ha\'t' 

so th:tt yo11 ean ~aim uo;; all? 

A. All r i!:!ht. I will c•xplai n 
som e- o f the mensures. F o r ex­
ampl e. conce1·ning the Jn,·esl ­
l1'Pn\ F1nHl w e :1re pi C"IJ tning -
p ·•npl" <1~k why le-n r1 r1 nd in' est 
;dH •>t'lrl wllC'n we hH\' e so mllnY 

nPcessitie" richt here . W_P!l, the 

idea h; to in1pecle extra money 
from gelt.in~ into cirr·ul a t ion . We 
have to prepure projects before 
we can 'absorb these extra a­
mounts. Later, we will ~se this 
money; now w~ want it · t o 
earn interest abroad. 

This year we can' put at least 
Bs. 15 billion in the F u n d. 
SIDOR will spend Bs. 5 billion 
- but in there years with the 
National Steel Plan we will be 
producing 10 million tons year­
ly in 1980, which means B!f. ·12 
or 15 billion later on. 

Q. In th£> 1\nde-a:n Pact we are 
linked with Ch1le,. Ecuador, 

Peru, Bolivia ancl Colombia. In 

virw of our wealth ·and poten­

tial, woullln•t it. be sounder t.o 
bt' related with countries lik~ 

Russia.. USA, Japan the Com­
mon M4rkl't perha)l:o; in bl)nter­

aJ agrpemclns? 

A. believe t h a t. Venezuew. 
within its st f<"11egy of develop­
ment shoulrl be int ere-st ed_ in 
association with the Ander~n na- · 
tions. This ctoes not menn it 
r'C"Innot conqu<'r \\'Orld markets. 
An -;xr1mple is the. p ~t rochern­
ical .industry., which has c1 

grPat future 3b!'O::Jd OlltSide Of 
th e Andc:'ln re!!ion . I t_hink il 
is po~sihle to combine the An­
df'r~n Pnct with the world mar­
ket s . 

Q . llaY('Il•t rnu r \ ' i£'\\'S COn-. 

ct•rniug. for «>;"ample, wage iu- · 

J~:rcascs ch all!!'eU? Yu11 now a}>­
pl·ovc s:.lar~· increnses even in 

hig-h brackl'ts? 
A. Ci rcumst~nc~s h;.:~vc changed. 

At one tilll e higher income taxes 
w ere desirable . Now I think 
that 1..he poor cnn be b ~ t ter bene­
filed by price f reezes, changP.f. 
in the installment - plan .;;ystem, 

etc. 
On installment prices, "'e 

proved that credit purchases 
charged interest of between 27 
per cent an d 45 per cent . Now 
we will fix the intf'rPo:;t nt 12 

per cent plus fi per cen l for costs. 
Before th;1!. the companies ·wf'rC 

chnrging too much. 
Q. And th£' mortgage l' t'rtifi­

cales? 

rl\. . lt is bpt\~r to rcff'r to all 

th rum or!'. Lor•k. the PrP!'ident 
<1sked fnr sp ,cial PO" ere; in three 
fie lrls : banking anrl fimmre ins.\ i-

titions: indu<;trial and agricu\h.i• 
ral .financing-funds of Bs. 2 bfl­

lion each ~or credits: and third, 
reforms in soc ia I legislati0P, 
so that "cesantia" and "antigue­
dades·• become the right of aa, 

the wage hikes and tht:! reor­
ganization of Social Security. Al­
so, theer is 1 he fiscal aspect, ro 
that for example we can mod­
ify taxes on the oil companies 
and modify the systems of ex­
emptions and exoncrntions . 

As for mortgage certificates, 
they are exempt by law up to 
6 per cent, later this was raised 
to 8 per cent by decree. So they 
are "exempt" to 6 per cent, Ci:1d 

"exonerated" another 2 per cent. 
We want to eliminate lhese and 
make it all a single ''fxonera­
tion· ~. No .chrrng-e in- {he· return 
is contemplated. 

Q. Wht>n will the wage in­
creases comt- through and in, 
what form! 

A One has to wait. first, i·Jr 
the approval oi tae Jaw then 
for the d ecree to be made. In 
the case of public employees it 
is possible that the increases 
'will be _ effectea ·-as of a certain 
date - that of the decree or 
any m :>dification, for eram,~ !e 

as of a previous date retroac~ 

tive. In the case of the private 
sector I would think that (he 
increases would become effec­
tive from the moment of the de- · 
cree. 

Q. How docs one justify the 
''Special J>owers"? ls the wage 

incrt>ase a kin t1 o-r prt>~ure o­

Yer C o n g r e s s so they should 
approve th£' who)(' pa•·kage? 

A. No. no, no . l th ink lhe mo!<=l 
obstinate oppnnem has to .ac-

cept the fact that t~1e gnYE't l •· 

ment is proceeding t with i l,n 

utmost seriousness. E,·en thn ll ;~h 

the government has ,gre<'lt r .>p-

. ular support. I would say t h :1 f. 

·it is not acting with that in 

mind but only with grent seri­
ousness. · There is no idea o{ 
pressuring the Congress so tlwl 
it should act more speedily now 
than on other occasions. /MORE 



. I (An Intervi ew \\ i th the Hinis~er of Finance) 

The proposals simply inchtde 
t,_he minimum necessary to solve 
eventual emergencies--.- -

Then, you might ask, why In­
corporate the · wage . raises wtt.h­
in the Law of SpeciRl MeaR­
ures? Because I think that iC 
we proposed th~ wage hikes a­
lone we could be accused of 
demagoguery and there would 
be much debate on the detailJ:; -
5 per cent m 'Jre here, 5 per celit 

· l~ss tl:ere, etc. We could even 
create g:reater inf~ationary pres­
sures this way. 

· And why cannot'c~·ngress . act 
with ordinary mrasu~s? I woulcl · 
say that the comple'<ity o[ the 
world si1uation the "uncertainty 
in monetary mntters and other 

~problems m a y make correclivt! 
measures necessary wilh1rt two 
or thre~ months. In ~ell a CtlS('­

we would have to propose an­
other law. l\fore 1 convenien~ 
is to have 'the mE>ch :-\iusms f(' !tciY 

so one can react rapidly to world 
developments. 1 

The Executi\-e could quickly 
introduce modificntions if ner~ 
essa ry . We must not forget Hm1 
we are in an emergency l" n­
c octE:'d - out of bot h - the n:1 titm­
al and lhe international slt ua­

tion. 

Q. \\"e think you slwuld Ill'" in 

taking mca:"~urt>c; and •1ot rak u11 

old matters ... ! 
A. We are not seeking tlH t 

what has hapJWned in th e \n ~t 
five _years . W e s£>e the fu\\t P o ( 

Venezuela with faith nnd wi1h 
optimi:>m. . .we are not cri\ ici7-
ing the pelst. we are only t ry• 

· -ing to - c onsolidate the adn,inis­

trative structure of the 1w lion 
and also to ask the prh·ete :Jl 11JC'­

·· tures to_ ready them~elves to 
meet the ch:11lenge in u~in~ e' 4 

. ~ 

ficiently the rcsourc~s th~ l wlll 
come from our oil. 

::: ....... ..... . 
:.: 
;- .{. : 
F~ ... ~: .· 

Dr .. Hector Hurtado 
Minister of Finance 

(Photo by Juan No-guera) 



' • • s1ness Conditions .• ~ 

. :Monday n1orning customers 
t rn.nsact business in the main office of Banco .1\fercan• 

' t~l. y ~gricola. (Photo ·by Freddy .Marin)• . 
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I 
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I, 
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I, 
I 

.. ., 

Mr. Grimes feels thut Vtlt\ll(t iU-

. argue with the rights of a gov- ., AJ!le.rlca ts gbverned by Decision ' la " ~ould , be the logical finnu­
ernment to nationa.lize, ·but th<:l : .. 24 of .. th~~ndean Pac~. The op· · clal center . r~r ! the Andeau l'<~d 
country must make lmme~iate . por.tunities are good, explained 

1 

· nations, and ~-~hnt the holh .. 1r, 
and adequate payment for the ~r: , Grimt::s, so long as one rec~ I haylng 'Q~en :. recognized uy the· 
property to slay on the good . ognLzes t,he restrictions and ;.1d- Internatloha~ Monetury fund ~~~ 
side of the U.S. government.'' " _heres to them. Many new business a strong currency, could 1Jec:nn1• 

· - are comtn~: Exnctly how the the · Pact c\.trrency. 

!he petrochemical situation in new government in Venezuela . .. · 
thts cQuntry, he .went 

011 
to eK.. will 

1 
... 1- th · Already ,there hove hI! I' :a . . vpp J . e pact bas yet to t · d' 1 i · 

plam, demonstrates precisely the :be revealed ,. s rong m JCRl ons thol l'o~ c: l, 
disadvantage of taking a hard . : •. 1 countries are Jpterested ln 1 ,, 

11
·-

line on foreign investn1ent. , . rowing bolivars. Mr. G1·int P.,. 
While greatly needed by the · · President Carlos Andr~s Pcr; :e 1 _otaled that they hnve b ':C! ll · P· 
country, the big h technology ; has stated that be is · preparing ·. proached .bY i>otent!nl bo"'" ' ,., •· 
and expensive east of the opera.. a Banking ar\d Insurance Retorm :, In a _number · o!. countri "1, md 
tion for n lc;mg time proved pro,. , :· Law, and while its exact provi~~ .. feels that. Jt is only the \Ill( ' r ~ 
hibitlve for Venezuelans. How• sions ' have not been announced·, tulnty brought • about by c' 111 .. 

ever, the danger o( nutiona\i- it is assumed t~nt venezuela will tlnued rumors' · of rev 1tuat io'' 
zation made the project equal- probably talce ~ hard line. It }1/ '.- that have kept :mAny co untl'iPJr 

ly unattractive to foreign invest .. : expected that they will. bring ,' . from bOJ:ro~1ng• Other n :d ly 
ment. insurance companies, financiers, ·.·: Journal sources report tl~t\l s~·v·· 

"I must say. one thing, how­
ever, , regarding nationalization,'' 
admitted Mr. Grimes, "I'm·. im­
pressed by the fact :that th~ugh 
.people . always say, these ·coun-

tries could never run their · in-
dustries yet one way, or another 

. they always manage to do so." 

DEC1SION 24 
Foreign investment in Latin 

and leasing companies into , line . et•al million ~ .,bolivars havl! ul-­
wlth the provisions .that govern_. , rea~y been ·. loaned fo forPigll 

banks. Al the current time 'fi-' c~untrles. ' ·, 1 ' . • \ ' J . 

nance companies (Clnanciers) 1• ,'·. i .. • • ' • · 

·,can have up to 40 per cent . for- ; . t ·-' ·r '; ~' 
~ eign capital. Leasing companies • 1 

• ' 

I i 

1 ond such things as factoring busi- .... ' ·- ' 
nesses (companies which . b u y BMA RELA TE!ll 

i' 

debts at a discount, .then collect ­

them), have no restri<!tions at 

the present time. 

ACTIVITIES ": 

As for. VeneZ\lCla's nblllt.y f'n 

resist the jaws ot lnfln tlDu, ~ ·1 r . 
Grimes Said, ••you hove to i< IQf , 

at the track record, nnd V 1 · 11~' 1 

zuela's Is extremely . gQod. f1··. 
fact, tl1Py have out .. p~!rfo r ' ' (' ,· 
most sophisticated ccono ntll! ; ., ! 

the world.'' 

In one partlculnr n r • :~ 
President . Perez' con eN II , 1 • l 
Is already. a lendlnr. p ;1 , 1 ;,.'1 • 

nnd that Is agrkultpn\1 d•·, • !· 1 

.,. 



-
- ment. Amo~g other- tfu:I.gs, th• 

bank ~ns a cattle , financbg peo­
gram desigr.ed to deve~·.Jp th• 
fattening precess of b:=ef c.lt­
tle. ~ 

At the presc:nt time e:.ght pet 
cent of the bank's por tfolio IS 
tied up in t:he cattle b.ttenint 
process, ar.d Mr. Grimes beli~\·es 
that h:.s badt is "makir:~ a real 
contribution to the catt:e indus~ 
try." 

"\V 2 are the · only c.:x::-..me!·cial 
bank m Venezuela doing any..; 
thing in the catt1e line.'' It da re; 
back to a ca~tle !arme:<> assist..; 
ance progra.--n Chase s tarted is 
Par.ama, he explaine<i. Ch as• 
provides the _technical assist• 
ance , ~nd the farmen put ulf 
some of their cattle as collate"' 
ral. Already there are- 14:3 .001 
head of cat::c "Nith t !1e E :'-1~ 

brand. 

Farme rs hc;v e proven t :> be · ml 
exceptionally :-esponsibl·~ groutf 
when it comes to mee~£ng t3ei• 
obligations." E::.1A is alSJ fin ;1nc..; 
ing agriculha:al prograrr!5 in oth..o 
er· areas, amon g which are sug,. 
ar, cotton, sesame and tobacco, 

A sidelight of the current oU 
nationalization studies and diS41 
cussions has recen~ly involved 
BMA. Many of the en:rployes oe 
th~ foreign owned oil compa41 
nies became cOncerned that witli 
nationaliza ~ion, their seve 1'-4 

ance pay wcu lq be endangered, 
Most petrole"t.~ companies, aa~ 

cording to Mr. Grimes,_ b av8 
found it nec~=:sary to establis1i 
ind ividual t:rusis for each ol 
their employees. 

Ali in al4 Mr_ Grimes beUe ·ei 
Venezuela is a wealthy, str·ont 
country. It has the economic on• 
ditions to ma~e if. potentially the 
center of the A.:lean Pact. More"'4 
over, He be1~eves that bus.i.Desi 
conditions have never been. bet,.~ 
ter . and that the Venezue:lan bulilf.r 
n er c; commur.!ty_ can - look . foJ't' 
word to r:a~7 more prosperod 
years. 
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j President Carlos .Andres Perez' April 29 message an-

"' / nouncing a broad range of economic measures designed to 
transform the economic, social and financial systems of the 
country has c1·cated some confusion among business circles 
and received support from unexpected quarters. (L.A. Re­
port, Vol. II, no. 9). In the same speech, Perez asked con­
gress for special powers to impose the economic measures 
by executive decree. (The constitution establishes that special 
))0\\·ers can be g-ranted to the president to dictate "extra­
ordin:uy measures in financial and economic matters when 
they are required in the public interest and have been auth­
orized by a special law".) The request was approved in the 
chamber of J~puties by all parties except the opposition So­
cial Christian Party (COPE!), which abstained. The far left 

. . Movement· to Socialism (MAS) not only approved the mea­
sures, but has offered the collaboration of its intellectuals in 
state cult ural organizations and the· foreign service. COPE! 
opposed the n 1<>asures as "anti-democratic", while some bus­
iness sectors "·en: still uncertain of their consequences. 

National Pb!lning ~1inister Gumersindo Rodriguez, a 
principal coordinator of the measures. together with Develo}r 
ment \lin ister Carmela Lauria, said all the measures are 
valu::tble indi\·idll:llly. but gain real importance from their 
interrehtion in fixing a new direction to the country's eco­
nomic progress. According to Gumersinuo, they include plans 
for 1) heaYy inve<:.tment· to create solid bases in agriculture, 
agro-ir1dust ry and industry capable of satisfying consumer 
needs. an0 proYioing industrial raw materials and employ­
ment; 2) redistribution of income to increase buying power 
of lower classes, fir:anced by reduction of public expenses 
and excessive profits; and 3) a decentralization of industlial 
pro:3uctior: to\\·ard less developed regions. reducing the ex­
portation of infbtion to those areas from industrially sat­
urated zones. 

A commission appointed to study the reversion of the 
petrol~um industry to the slate will present its findings 
\';i:.:lin :::.ix n: ~li;tl~-=- T'1e :\Iinistry o;· ~\l"nc-~ and l!yurtK'~lc'>vns 
is expect~d to e :: ;.abli~h methods ior caic~1b~ing com} . ~ns:.!.­

tion w be paid the companies; determine transitory norms 
for operation of the industry during the ~ake-.o\'er pe.riod; 

:.; :.~F~~ Q·~/i~~~;~~l~~l~i~~~c;~~!~!~~~"~:~~:.: )_,:_~.~·_::_,:_::,.~-_;_,:;: 
• .._ ... : 1 ~ . .. , .. ~., •• ,. ~'*''' · ' ?:=~'fE~{. 1 : ... . · -

·:;- .. ' ,:.-:.:=-_-:.: · · · · - · \. · ·: -;1·~~ · ~: 1 ~j,1 (T the )Hoce::.s of r:ation-
sn:;__: .T1t. ~t>:·"'·ices t'J ene:t u_, l- • o 
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/in- -Venez_ugra . . ri:D%"'7~ --

!;;iqoJe ttcs .. -.r:c: i ;!~· to 1!J is cl 

..t:; 111itiiou cit~;; , tr l alt' it:ll u J : a\_ ;n .u 

!: , ~p:~:r~Df. r!t!P.t. Th~ -w::~;:_· t . 
P~s built t!J mi.lc-s of paY,:1 'ro.1;j 

0 FUfURE OF IRON 

INDUSTRY AT. STAKE 

The \'enezuelan government has 
opened negotiations \\·ith big U.S. 
steel coinpanies about m.:.tionali­
zntion of their operatior.c; in tl1is 
country. Officials say th!.s is the 
first step towards maki~g Vene­
zuela one of the 1najor stc..~d cen­
ters of the world \vith annual nro­
duction of 15 million tons of ~~,ni­
processed metal by 1905. 

The firms are Iron ~tines Com­
pany of Venezuela, a subsidiary 
of Bethlehem Steel, (which bC'gan 
exporting in 1950 ano last year 
shipped three million tons of iron 
ore to the U.S. from its O\\"ll port, 

· El Palua, on the R:,·cr Orincx'O.) 
and 01inoco ~lining Co .. a sub­
sidiary of U.S. Steel, (which start­
ed exporting in 1954 and last year 
shippied 11 million tons of ore to 
the U.S. - spccific:.tlly to its 
Fairless, Pcnnsyl\' :1nia plant built 
to process \'enczuc1an ore - and 
8 million tons to Europe.) 

In October of last ye;1r, Orinoco 
I\lining started up an S5 1nil1ion 
do11ar h:gh-iron briquetle pJant, 
the first in the world. at Puerto 
On.az. 

C3.p.1city i.::> one mil!:u!l L :;::) ...;. 
year of 86.5 percent iron content 

an_J a railway, nnd drt:cl~l" l . ~0 
!!ti ' C"S or tiw H ' \"l:.l Or:lHx·· i t ·) 41"-' ( 

sh:r·s Hf to its 6,00:.> tu.1-:~n-i~~ur 
l<~:tdin_:: arc>:l : ~t Pn,.rtn Or~l . 1 : . 

Tl....-- ... , '-··"' """T"""--.....,:-,. l .. _ _ ,ll""' 
.. ·---- II.~ - .. ~ --·· · l:'-·-·~ ..1 ...... _ ... '""'"'_-

:-t!l !rnn ore ('·:tr~ction. Prr.~b ~ !=:li! 
rates this yt:ar are running 33 pl.' r- . 
c~:;lt ni~h~·r. th~u i~1 1~7:3. 

!!! th~ f!n·t f!\'e rr.~-:1th .: of t~~ 
year, prices rose eight times and 
are now at U.S.$ 21.73 per metric 
ton. The Stale tr~:1 urv rn:-· ri\ · t~S 
some ~D miiLou ciolla~s a year 
in t:!xes from ~he compan!t-s: cr 
a bout 4 dollars per ton of iron · 

f 
ore. If Venezuela processed that 
toe of ore ibelf, the cquntry \vould 
earn more l"ke 330 dollars for 
it ~~ or co v c r, the State steel 
mill, S i d c r tl r g i c a del Orino-
co or SIDOR, produces just short 
of one million tons a year.~'is 
than half of thC' cmmtrv's mtcrnal 
h~. ~lost ot the rest, gU1Tlnglv, 
is imported from the U.S. at -a 
cost of 230 milJion dollars n vear. 
Thus Venezut"h earns less 'from 
export of some 2:2 million tons of 
iron ore, than it has to pav for 
imported steel. · 

A crash effort to reduce this im­
balance slightly \vill be made with 
a 100\rnillion dollar invcstmt:nt to 
quadruple s t c e I output to four 
million tons in t.he next t h r e e 
years. The program then entails 
boosting production to_l!Lmilllim 
tons bv 1980. nnrl tQ J .5JnillWnbv 
the rn~do ]c ot tTlC next decade. ' 

The f'ftbt aim of rtre govern­
ment is to recuperate concessions 
g i v en to the U.S. companies. 
which run until the end of the 
century. 

Reserves in these concessions 
arc estimated at n bout 830 million 
tons. These will be ·added to re­
serves in the five deposits held by 
the State in the same reaion (in 
the state of BoHvar, south ot' the 
River Orinoco,) which amount to 
~orne 1,000_ million tons. At a pro­
Jected maximum extraction rate of 
about 30 m i! lion tons a yeGr, 
these deposits will last at least 60 
years. Two tons of ore will produ­
ce one ton of semi-processec.l meta] 
an~, if Vel!ezuela were _Qr~~ssing 
this quantity of ore, her earnings 
-even at current prices - would 
be in the region of 4,250 million 
do~Lus a ye..1r. Frices in iif~ct.:n 

y ·...:r_ ·.•. i.ll o~ cou:-~!.· .• LLr ao ~-.t 
l."LI • ; • a r !L" I "I:>. 

._ 1·:,e ,.. ,r.r,_· :-n~!1c::t :!: .! ~ ~.:i ,J tl~~! 
- it-\"111 ;·._.~cpt mi:-.:e f1 }~ -c ~ '"n-Yenc­

~.ut: l · t: ·: i :.1 ~ ·. 1ri.;:-.:--~ .\~, . :-1:~s a. :t-· :1-

j\:rit: h · · \~ing. It i! ~:u t c!t:.::r 
': ~ ;·"'~! '· ... }---;, rrt~';,.,~.:~ :· ! : : 1 ~~!..,:; T t : ~t 
t. - ,..,,. - .. . - ~ . - . ., _., r- . : - or.. ­
-v -- t·-• -- .... , ..,....) '- .. 4• - '-U •"""'• ~U ......,.._,. 

:~:;: -:1 ~~ :-f ~~ · . .: .. --..:: ~~~ ~ · :"' ; 1 !'J.~ t :-:':'rc­
f·mr-Ht re~ularing f,Jrt->;~!n :n\~.- :t.: 
t"H.'Lt, O!." 51 p<..·r:cnl. .:\c i t!1cr is it 
~!c~:- ~ ... :~::~ ~~=' =~·.·c:-!1;:~:-:~. ! i~::' r.:!~ 
tc cb w1th the rou~l iy two milron 
tons of ore now hc..·in~ cx.pcr.ed 
nc·r rnnn tl!. Tl11., f'nnr , tt-~· r1r"""'" nnt 
have a plant to process it, nor 
doC's it need the mnnl'y ca~wd 

~~ :n ~ : t-11 ~:·: .. ;1 ~ ~i · · !t:' .. ~ . :-.. : .. ._ .. .. 

is t-:u: it ba~ :t ·.··=:; ~:.: ~-::.: ::·· :.: ·.~! 
cut off cxr0:-ts . : ·.~ .l' ! ~)· !:· ~ j , . ~ •• ·-

ilh rs in tr:\ ' •- . ~ .. ~ =-l .;.:. ~· 1 '. ' !.:!.. ' i' "' 
u~· .:.-tl iron '~re. 

rr I . _ - .. o. L - . - - : - - •• • . . . o.: .. •• -A•·-->- _..,.,_,_ .... _ •• ·-J - - ""'1 ___ ..,._ ___ -

~ ........ , •. - J ....... ::l- . l: .... _, ... c-,. ,... ... 1 ~ ~ · ·· ~ - -

~ · ~ r ~' ;,~· ~\: -t ~ ~! ~r i . ill/ t, :, ;~ i. · .. •. 

-~ ·...: (· !J1lC~ . 'llt '-·f:' ·:: ~L~ ~J , ·:! :_. ,.. .,.~·~ .. . 
~~~ t~'...:~~".' !""; :; ~;:~ 2 ~ ,_,:_-.. ~~~~~~ ~~:~ ~-· ~. 
which,· says t.ht· ~uvc"l!I~1L-l : t"~·.~ !!:· 
be b~scu oD t!1.. bc·}k ..,_.~ L- ·:- , .; 
t'hP ( ' f>11)1'"l : fJlit "' '\' : l • .... , t..;. T l1 t a 1 : ~ : ~ -

in£; anc.! - ieg;.lj jousting tS ll~L iy tu 
l;~ rou~h. 
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of-cl-r:ange ~-

The governinent's grol\'ing dispute " ·Hh 
the private sector is reflected in recent 
cnbtnet changes, '"h!ch demonst!&te th~t 
tbe Ieft-,ving nationalist line is to continue. 

· Beset by i~flationary pressures and a government 
which sprang an unexpectedly radical economic 
poJicy upon it. the pri\'ate se~tor - or at least 
that part of it with strong fore1gn contact~ - has 
been fighting back. both inside the c.ab!~ct and 
out. But this month's cabinet changes, wh1ch _cul­
minated in the resignc.tion of dc\'clopn1Ci1t mn~1stcr 
Carmelo Lauria last week, spell out a Yery de:!r 
d~:r·y6-(t"~~~ on that battle front. The res~~­
nation of Lauria, who has dose linl:~ wiillthe 
infln-::-r.lial t-uc:;inec:s orr!2nt~;}tion Fc ;i!:':c~maras. 

G!_:~ ·2 ~!:i:r :'·l: :tt ~~ ~:.::~:.s_ to }-_ ~\·(! .... [ •· =~-:1_: r~!~".~· ~:~~ ~~:-~ 
wnn p :J,Hilllg DwL:.l-..r Gum .... r..,L,-'-~ . : 

the one-time marxist who has mastcr-mmdca the 
goYernm:::nt's enicrgency new economic po1i.:y. 

.,-. _ .. '' ·' t~ ··r . ·.t : _ .. :., -~ ..... 
<:;·· . 

.. .. \ 

• .. .L..# \.·. - · 1' .... 

j ·n ., ,. ,:.:. \\· i·~~ ;, ;~ 'r;1;'-sion' ·,, :.u~ :~J ; bu~::-:~: t·' 
•· '-- · j ~ .•A\. fl · ~ • ~~ ~ '• •- I • •• ,_ "' 0 - l.- .. ,..,· 

.-. . · · "· r · · ' c..h. · ' vGrn··n t 1 1o.::r • ~.r.-t:t. : · · · 
--=~~-:n· ·u:~~~: 1;;.-es~~;~ f~r -s0n~~ - ~~r.·; ~ j-to.!l hi'i hu~i-

1-:..: :.;~ ~. ;._rl J ~Or c.~..-~~.:-}-iitl:;_ i;.O \·:f!U:!~:!~ ~ .. KHI..:Y. t\'eil 

1-n,...- -~ ........ _..,~ .. l :;.r -,;;Gl lo bu-ill(:'''ll l.·-11 iinn1 ,;," 
.. J.....,..1- ..... .... ,..,vy...&.J. .. .. .-

pri•-'C fr·2e1e, p-~rh:1ps. h4S b::cn 11 ·.~ DJ epo~:.~d la'"~ 
on s~curity of c:;lp ! ·,ym~u.t , wl:i~h ~zi.:.. f::.J-.anm..::m 

·!;~'.'S ]-;; i~~~~ ~ -~ ~ ,- ~ ;· · - . - ~ .. _: ·!t ~:~;: : · ~::-:..: :_: :::::::7.~ ·:-;:,."::; 
. 1- • ,..· ot" r ;.,;r"''h ,.,, ... T""l_ , and nro1~ct WOft-.CT5: Jn a SOd ... -' 01 u-~·· -.u-w 

· pk'. · ~;~ ·=-t•L but bu~i~ess :~qys v.·ill nB1·::c it !J;·;possib1c 
to r.~- r~d oi UiJ . .:;ui : ~ul~ ur ~ur pju=. cmp1oyees. '1 he 

... " t' • bill w:1s 3p;;;oYcd hy th~ cham~.-cr 01. G~pubcs on 
the vcrv dav that L~~~:-ia rc:;:;ncd. '"Ib~ n~v.- mini~­
ter js Cons~auti.no Quero. 1\!orales, until now pr~­
sicfent of the agricullural m~rketin; corporation. 

. Earli2r this ;nonth the minif~~"'l-:-.:.1~~~­
Froihin: Al\'arez Yepez. r~signcd ;md \Vas trans­
ferred to the lusher pastures of Rome as Venezue­
la's ambassador. How much political si;rnifkance 
the~ was in his depa1 { ure is not entirely dear, 
but agriculture has be(:n as rnuch afTcc{cd by the 

( 

new policies as indu.stry. The new minister is Luis 
Jose Orop:=za. a lawyer. Rumours - quick1y 
denied - were also flying around last week of 
the-impendiny resignation of the minister of mines 
and hydrocarbons, Valentin Hernandez, and of 
health niinister Blas Brunicc11i. But even if, as 
seems 1:kc1y. there was nothing to these rumours, 

·they arc symptomatic of the tensions within the 
cabinet as both thr. new economic policies, and 
the pressur~s of inflation, begin to bite. At any 
rate the survival of Rodriguez - now p~rhaps 
established more clearly than ever as the key 
figure in the cabinet - demonstrates that Presi­
dent Carlos Andres Perez has no· jnt~ntion of 
abandoning the left-wing nationalist line he has 
chos·~n. Not that this line is more left-wing than, 
say, the Peruvian go\'ernment's; it is just that in 
Lima people have ]earned to live with it. whereas 
~n Caracas _ they are still reeling. ~ 

None of this means that the pri\·ate sector has 
surrendered on the broader economic- -stage. or 
that the go\'ernment has won its fight against 
inf1ation. Indeed this is curr~ntly the point at 
which the heat of battle is greatest. \Vith minimum 
wages raised by government d::-cr~?e (see Vol. Vl II, 
No. l 8). many priYate firms have complained 1hat 
they cannot sell within the minimum price le\·cls 
set by the goYernment for c~rtain goods. The gov-

.ernmcnt. on the other hand. accuses c\!rtain busi­
nesses of delib ·--ratel~r hoarrlinQ no()n(; !n ~!1 ?ffort 

10 m:!i!1i..J in C\ C~'~ Sl'.(' r,r iccs •lnd r:·c-· :it~ .. For 
~.:-.Jml_.;!c. c::1~:1;> cut!> of D1Ciii wi1i..:h fcjj \\!thin the 
scope of price restraint almost d,isapp"Jred froin 
the shops last month, while< the better cuts. which 

'\ .. 

' . ! : . :.: .. ~. 

G:\";. ... ·~ :~ ........ .L:.· -~ ~ j;.-r.,·. • ~~ ,:,.; :;,), 1n1 .-•. : 

~:~ ,: ~· ;~::~ .... ::~ ._._;tt; ~~'~a~, · .; t.~,:\.....l;\.,1 !J ~' .. J! ·: 1.: ·: · · , . ..... - ;...: 

v ith cl:..:_ !·, : :11n;) r!':: SD~ ih;;l1i2 l.< !~ ir:.:-..-.- ·. · ·. · · ' , · ·. 
t1,.-~ 'lr1,•.,r-• ·~ ~~ ""'~ ~=-~:.::~.::; ::-.: .._.::-: -:.,:....:~: ,:..~ JllV I •._\ . 

'.~-!·~!: :: ' .7 .. ~:· __ : ... .:. ~'"- - ,~.~ .. ~ ~') \. (~.!!:-. ...:. .. : .. . ; .:.:-::~- ~ ; -:·.; ~ -: : 

~!l ·.'! !h.?!" ~ :-:: :11. n:;~ 1h~' ca:·,~ ~ . · .. :- ·: ,_, 1:-.: :·1:::. ::: .... :::-. 

care. sir:cc the gon.:rnmcat's 10nf!-~.:-rm <r:-. tc.·~~ 
j.) ~J J~~"",:; (~p a ~ : r.m~ li .-·rr::·:-.i :: ; ._:.i..J~~l.:.Y. ~ .. 1:.! ;:<J~ 

l n. b.., l,.,,, ,, ..,. rl i--.~~\·1~ r• .. :.;; · h, .. ! 1!·~, .. ~ '! . : , . ~ 
,, l,: -J ' : -~ -:...1 L; _. I ~- .. • .. .._ ~ .... . . ,j ..... .. ,) I~ • - .. . 

im}:Drtcd consum~r goods. lt r·.:••i-1in=-- to CJl' f; ~·~u 

how far 1h2 pri'<llC scc10r will C':cntl~:.llly l.,-,-r~-"1 

to the icL.:.as nf Gumersindo Rc~lr-~:~:ez. ·:· ~ - :, ~ : :... -.:: 

spoken of the Je~sons to be learned fmm Cu~~ c..i1d 
Chii1a as w2ll as capitalist countries. But it i.;; 
un1ikcly to survive m its existi!1g form. 



r: .. , .... ,.-. ..... · ... ~~t¥. 
v-- ~-·~~·-...;~ 

Developn~nt - W~rld Bar.k~ 

bond issue of th.a above-m\;;:tt1.oned pub1ie i n t ernational l ending in~t :t ution ... 

and that it is expected that during h1s visit to Venezuela Hr. Nc.Jan'ld.I' f.l will 

be able to sign the neeessa.r:r doe'!.l!<wnts in order to place in the co\l!lt ry .. ,. 

through the Fund - bonds for US$500 :million. The Govermr£Jnt organ.1.zation 

( the Fund) will cillsorb tha whole iss~a. u 

* the ~t.a.temonts in parenthesis have bean a.dd0 for elarity. 
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OFFICE /v\EMORANDUM 
TO:- - Mr: Jor-ge Bravo DATE:- - - August - 1, 1974· --

... FROM: Rodolfo Schmidt 

SUBJECT: T:'le Venezuelan Press 

There are more than 150 dailies in Venezueia (pop. 12 million) 
but only 6-8 in.fluen tial ~orning and evening newspapers. Be cause of 
economic factors and traditions, about 50% of all published material 
is provided by the Governmen t or its agencies; 25% are foreign news 
items supplied by the international news agencies and 25% has be~1 
written by staff reporte rs. Tnere is freedom of th~ press but the 
Government is the biggest advertiser, and now the Central Information 
Office, (Oficina Central de Informacion) has the sole po~er of giving 
(or not giving) official advertising to the media. 

The overa~l quality of straight news reporting is better than 
average. There is extremely little investigative reporting, there are 
no editorials (both because of fears of economic repraisals) and practi­
cally no specialized journalism. Nevertheless, · many of the journalists 
w~th the main dailies in Caracas are aggressive in a positive way and 
eA~ect free access to their source. Some ar~ heavily ideologically biased 
(both ways) but they are·not allowed to reflect this in their stories. 

_So, most pUblished stories are rather dull, and quite accurate. 

The most influential ne;.;rspapers are: 

El Nacional - circulation 115,000 (Politics) 
El Universal - circulation 80,000 (Business) 
El Mundo and Ultimas Noticias - circulation 100,000 each (Capriles 

Group) (Sensational) 
"2001" - circulation 30-40,000 (De Armas Group) (Sensational). 

Magazines: 

There are three important weekly news magazines: 

Bohemia {Pro-Government) 
Semana (Pro-Government) 
Resumen {Independent) (Grupo Olavarria) 

Television: 

Three private and one official TV Channel cover most o·f the country. 
Programs are based mostly on US shows, like "Mission Impossible", "Gtmsmoke", 

.-. etc. News programs are similar in format and techniques to US productions 
although they have much less resources. TV coverage of news conferences, 
panel presentations and interviews are freque~t, specially when an inter­
nationally known personality is visiting Venezuela. 

Chanel 2 (Radio Caracas Television), Channel 4 (Venevision) and Channel 8 
(CVTV) are private. Channel 5 is official. 

RS:bks 

• flo-• 
-~ -
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