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Venezuela: Political Conditions and U.S. Policy

Summary

Under the populist rule of President Hugo Chévez, first elected in 1998 and
most recently reelected to a six-year term in December 2006, Venezuela has
undergone enormous political changes, with a new constitution and unicameral
legislature, and a new name for the country, the Bolivarian Republic of Venezuela.
U.S. officials and human rights organizations have expressed concerns about the
deterioration of democratic institutions and threats to freedom of expression under
President Chavez, who has survived several attempts to remove him from power.
The government has benefitted from the rise in world oil prices, which has sparked
an economic boom and allowed Chavez to increase expenditureson social programs.
associated with his populist agenda. After he was reelected, Chavez announced new
measures to move the country toward socialism. His May 2007 closure of apopular
Venezuelan television station (RCTV) that was critical of the government sparked
protests. President Chavez wasdealt asetback in December 2007 when hisproposed
constitutional amendment package defeated by a close margin in a national
referendum. State and local elections scheduled for November 23, 2008 will be a
significant political test for the government and the opposition.

The United States traditionally has had close relations with Venezuela, the
fourth major supplier of foreign oil to the United States, but there has been friction
with the Chavez government. U.S. officials have expressed concerns about human
rights, Venezuela smilitary arms purchases, itsrelationswith Cubaand Iran, and its
effortsto export its brand of populism to other Latin American countries. Declining
cooperation on anti-drug and anti-terrorism efforts has also been a concern. Since
2005, President Bush has annually designated V enezuelaas a country that hasfailed
demonstrably to adhere to its obligations under international narcotics agreements,
and since 2006, the Department of State has prohibited the sale of defense articles
and services to Venezuela because of lack of cooperation on anti-terrorism efforts.

Concerns regarding Venezuela in the 110" Congress have focused on human
rights, energy, and terrorism issues. On May 24, 2007, the Senate approved S.Res.
211, expressing profound concernsregarding freedom of expression. On November
5, 2007, the House approved H.Res. 435, expressing concern about Iran’s effortsto
expand its influence in Latin America, and noting Venezuela's increasing
cooperation with Iran. On July 23, 2008, the House approved H.R. 6545, which
would require a national intelligence assessment on national and energy security
issues. Additional House initiatives that have been introduced include two human
rights resolutions, H.Con.Res. 50 and H.Con.Res. 77; H.Res. 560, expressing
concern about Venezueld's actions in the oil sector; H.Res. 965, calling upon
Venezuelato deny the use of itsterritory and weapons from being used by terrorist
organizations; and H.Res. 1049, calling for Venezuela to be designated a state
sponsor of terrorism. Two Senate bills, S. 193 and S. 1007, would increase
hemispheric cooperation on energy issues.
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Venezuela:
Political Conditions and U.S. Policy

Major Developments

Developments in 2008

On July 23, 2008, the House passed H.R. 6545 (Cazayouz) by avote of 414-0,
2 present, which would require a national intelligence assessment on national and
energy security issues. Thiswould include an assessment of “theimplications of the
potential use of energy resources asleverage against the United Statesby Venezuel a,
Iran, or other potential adversariesof the United Statesasaresult of increased energy
prices.”

On July 17, 2008, the House Subcommittee on the Western Hemisphere of the
Committee on Foreign Affairs held a hearing on Venezuela focusing on recent
political developmentsinVenezuelaand U.S. policy. Thehearingfeatured Assistant
Secretary of State for Western Hemisphere Affairs Tom Shannon who maintained
that Venezuela“for the first timein many years, expressed awillingness to explore
improved relations with the United States,” including counter-drug cooperation.
Shannon maintained that “we havetold Venezuelathat wewould liketo explorethis
diplomatic opening.”

On July 6, 2008, President Chavez met briefly with U.S. Ambassador Patrick
Duddy and expressed a desire to reopen cooperation with the United States on drug
trafficking and other issues.

On June 18, 2008, the U.S. Treasury Department’s Office of Foreign Assets
Control announced that it was freezing the U.S. assets of two Venezuelans for
providing financial and other support to Hezbollah. (See“ Terrorism Issues’ below.)

On June 8, 2008, President Chavez called for the Revolutionary Armed Forces
of Colombia (FARC) to release al hostages unconditionally and to cease military
operations, maintaining that guerrillawarfare “ has passed into history.”

On June 6, 2008, two V enezuel an national s (one anational guard sergeant) and
two Colombians were arrested in eastern Colombiafor gun-running. The four were
captured with some 40,000 rounds of ammunition allegedly destined for the FARC.

OnJune4, 2008, the Department of State upgraded the assessment of Venezuela
itsannual 2008 Traffickingin Persons(TIP). Since 2004, Venezuelahad beenonthe
Tier 3 list for trafficking in persons, which meant that the government was
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categorized as one that has failed to make significant efforts to bring itself into
compliance with the minium standards for the elimination of trafficking in persons.
In the 2008 report, however, the State Department placed Venezuela on the Tier 2
Watch List category because the government was judged to be making significant
efforts to combat trafficking in persons. (See the full TIP report, available at

[ http://www.state.gov/g/tip/rls/tiprpt/2008/].)

On May 14, 2008, for the third year in arow, the State Department determined,
pursuant to Section 40A of the Arms Control Export Act, that Venezuela was not
cooperating fully with United Statesantiterrorism efforts. (Federal Register, May 20,
2008, p. 29172)

On April 30, 2008, the State Department issued its annual Country Reports on
Terrorism, which maintained that “ President Chavez persisted in hispublic criticism
of U.S. counterterrorism efforts and deepened V enezuelan relationships with state
sponsors of terrorism Iran and Cuba.” The report further stated that President
Chavez's ideological sympathy for Colombian guerrilla groups, along with high
levels of corruption among Venezuelan officials, limited Venezuelan cooperation
with Colombia in combating terrorism. (See the report’s chapter on the Western
Hemisphere, available at [http://www.state.gov/s/ct/rls/crt/2007/103710.htm].)

On April 10, 2008, the House Subcommittee on the Western Hemisphere of the
Committee on Foreign Affairsheld ahearing on the Ecuador-Colombiaborder crisis
featuring the Secretary General of the Organization of American States, Jose Miguel
Insulza. Inresponseto questioning, Insulzamaintained that he not seen any evidence
of Venezuelan government support for the FARC. (See“Allegationsfrom Captured
FARC Computers’ below.)

On March 11, 2008, the State Department issued its 2007 human rights report,
which stated that Venezuela s human rights situation continued to be characterized
by “politicization of thejudiciary,” and “ official harassment of the mediaand of the
political opposition. See the full report available at

[http://www.state.gov/g/drl/rls/hrrpt/2007/100657.htm] .

On March 7, 2008 at a Rio Group summit in the Dominican Republic,
Colombian President Alvaro Uribe apol ogized for themilitary incursioninto Ecuador
and vowed that it would never happen again. President Chéavez played arolein the
resolution of the crisis, and his government subsequently announced that it wasfully
reestablishing tieswith Colombia. (See section on “March 2008 Ecuador-Colombia
Border Crisis” below.)

On March 1, 2008, the Colombian military bombed a FARC camp in Ecuador,
killing the guerrilla group’s second in command, Rall Reyes. Venezuela
subsequently broke relations with Colombia, and President Chévez ordered the
mobilization of troopsaongitsborder with Colombia. The captured laptops of Rall
Reyes contained files potentially linking the VVenezuelan government with effortsto
secure arms and support the FARC. Venezuel an officials denied the allegations, and
dismissed the captured filesasfabricated. Interpol has been asked to verify whether
the files are authentic.
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On February 29, 2008, the State Department issued its annual International
NarcoticsControl Strategy Report (INCSR), which maintained that Venezuelaisone
of the preferred routesfor trafficking illicit narcotics out of Colombiabecause of the
permissive and corrupt environment in Venezuela and because of counternarcotics
successes in Colombia. According to the report, Venezuela has minimized all
counternarcotics related cooperation contact with the U.S. government. The full
INCSR report is available at [http://www.state.gov/p/inl/rls/nrcrpt/2008/]. (See
“Counternarcotics Cooperation” below.)

On February 27, the FARC released four hostages, all former members of the
Colombian Congress, to Venezuelan officials in Colombian territory.

On February 10, 2008, President Chavez again threatened to stop oil exportsto
the United States, this time if ExxonMobil was successful in freezing billions in
Venezuela oil assets in a compensation dispute for its Orinoco oil investments. A
week later, however, Chavez said on February 17 that hewould only stop sending oil
if the United States attacked Venezuela.

On January 11, 2008, President Chavez called for theinternational community
to no longer label the FARC and the National Liberation Army (ELN) as terrorist
groups, an action that prompted condemnation from Colombia and other nations.

OnJanuary 10, 2008, the FARC rel eased to V enezuel an offi cial stwo prominent
Colombians that had been held hostage for several years.

Developments in 2007

On December 31, 2007, President Chavez granted amnesty to those in
Venezuela facing charges who had supported the short-lived coup that ousted him
temporarily from power in April 2002. Critics maintained that the amnesty was
discriminatory because it did not include those individuals who fled Venezuelato
other countries. (See “Venezuela s Activitiesin Latin America’ below.)

On December 11, 2007, three Venezuelans and one Uruguayan national were
arrested and charged in U.S. federal court in Miami with acting and conspiring to act
as agents of the Venezuelan government without prior notification to the U.S.
Attorney General. All four were alleged to have conspired in aschemeto conceal the
source and destination and the role of the Venezuelan government in the attempted
delivery of $800,000to Argentinaby aU.S. businessman, Guido Algjandro Antonini
Wilson.

On December 2, 2007, Venezuelan voters rejected the Chévez government’s
constitutional referendum proposal sby aclosemargin. Among themost controversial
provisions were amendments that would have removed presidential term limits,
eliminated the independence of the Central Bank, and given the President power to
suspend certain constitutional rights during astate of national emergency. There had
been growing opposition to the constitutional changes, including opposition by
university students, business groups, the Catholic Church, and some prominent
former supporters of President Chavez. (See section below on “December 2, 2007
Constitutional Reform Referendum.”)
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On November 22, 2007, Colombian President Alvaro Uribe withdrew support
of efforts by President Chavez to mediate with the FARC for the release of some 45
hostages, including three American contractors held since 2003. In August 2007,
Uribe had authorized Chavez to mediate with the FARC, but halted the effortswhen
the Venezuelan President broke protocol by having direct contact with the top
commander of the Colombian army. Venezuelaresponded with a public statement
accepting Colombia s decision, but expressing its frustration.

On November 15, 2007, the House Subcommittee on International
Organizations, Human Rights, and Oversight of the Committee on Foreign Affairs
held ahearing focusing on the case of Luis Posada Carriles. Venezuelahas requested
the extradition of Posadafor hisalleged rolein the 1976 bombing of aCuban airliner
that killed 73 people. (See “Venezuela s Extradition Requests’ below.)

On November 5, 2007, the House approved by voice vote H.Res. 435 (Klen),
whichexpressed concernover Iran’ seffortsto expand itsinfluencein Latin America.
The resolution also noted examples of Venezuela's increasing relations and
cooperation with Iran.

On September 14, 2007, President Bush, determined (pursuant to international
drug control certification procedures set forth in U.S. legislation) that VVenezuela, for
the third year in arow had failed demonstrably to adhere to its obligations under
international counternarcotics agreements. State Department officials maintained
that, although V enezuelaindicated that it had devel oped some new programsto fight
drugtrafficking, itseffortscontinued to belimited. Venezuelamaintainsthat the U.S.
determination process continues to be politicized and disregards Venezuela's
international cooperation and advances in counternarcotics efforts.  (See
“Counternarcotics Cooperation” below.)

On August 15, 2007, President Chavez announced his proposas for
constitutional reform to the National Assembly.

On June 26, 2007, Venezuela announced that two U.S. oil companies,
ConocoPhillips and ExxonMobil, would be leaving their Orinoco belt oil projects
after not being able to negotiate new terms for their minority partnership with the
Venezuelan government. Venezuela's state-owned oil company, Petroleos de
Venezuela SA. (PdVSA) announced the signing of new Orinoco partnership
agreements with four other foreign oil companies — BP, Total, Statoil, and U.S.-
owned Chevron.

On June 21, 2007, the House approved by voice vote H. Amdt. 358 (Mack) to
H.R. 2764, the FY 2008 State Department and Foreign Operationsappropriationshill,
which would direct $10 million in international broadcasting operationsfor targeted
broadcasting for Venezuela. The House subsequently approved H.R. 2764 on June
22, 2007.

OnJune12, 2007, the State Department issued itsannual Traffickingin Persons
Report, which again categorized Venezuela as a Tier 3 country that has not made
adequate efforts to combat trafficking in persons. (See the report at
[ http://www.state.gov/g/tip/rls/tiprpt/2007/].)
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On May 27, 2007, the Chavez government refused to renew the broadcast
license of Radio Caracas Television (RCTV), which frequently carried programing
critical of the government, and the station went off theair. The government’ saction
prompted international condemnation and sparked extensive student-led protestsin
Venezuela. (See“RCTV Closure and Public Reaction” below.)

On May 24, 2007, the Senate approved S.Res. 211 (Lugar) by unanimous
consent, expressing profound concerns regarding freedom of expression and
Venezuela s decision not to renew the license of RCTV.

On May 14, 2007, for the second year in a row, the State Department
determined, pursuant to Section 40A of the Arms Export Control Act, that Venezuela
was not cooperating fully with U.S. antiterrorism efforts. Other countrieson thelist
are Cuba, Iran, North Korea, and Syria

On April 30, 2007, the State Department issued its annual Country Reportson
Terrorism, which asserted that President Chavez “persisted in public criticism of
U.S. counterterrorismefforts, deepened V enezuel an rel ationshipswith Iran and Cuba,
and was unwilling to prevent Venezuel an territory from being used as a safe haven”
by Colombian terrorist groups.

OnMarch 9, 2007, thelnter-American Commission on Human Rights(IACHR)
issued a statement expressing concern about the human rightssituation in Venezuela
and appealing to the government to allow an IACHR representative to visit the
country.

OnMarch 6, 2007, the State Department rel eased itsannual human rightsreport,
which stated that Venezuela's human rights situation was characterized by
“politicization of the judiciary, harassment of the media, and harassment of the
political opposition.” (See the full report at [http://www.state.gov/g/drl/rIs/hrrpt/
2006/78909.htm].)

On March 1, 2007, the Department of State released its 2007 International
NarcoticsControl Strategy Report (INCSR), which maintained that VVenezuelaisone
of the principal drug-transit countries in the hemisphere because of its geography,
rampant high-level corruption, weak judicial system, and lack of international
counternarcotics cooperation.

In February 7, 2007, testimony before the House Foreign Affairs Committee,
Secretary of State Condoleezza Rice stated that she believes “there’ s an assault on
democracy in Venezuela’ and that “the president of Venezuelais really destroying
his own country economically, politically.” Venezuelan Foreign Minister Nicolas
Maduro responded by saying that “no U.S. official has the morality to qualify
Venezuelan democracy or the democratic leadership of President Chavez.”

In January 11, 2007, testimony before the Senate Select Committee on
Intelligence, Director of National Intelligence John Negroponte stated that President
Chévez “isamong the most stridently anti-American leaders anywhere in theworld,
and will continueto try to undercut U.S. influencein Venezuela, in therest of Latin
America, and elsewhereinternationally.” Negropontea so expressed concernthat the
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Venezuelan leader’s military purchases and moves toward developing his own
weapons production capability are increasingly worrisome to his neighbors, and
could fuel an armsrace in the region.

On January 10, 2007, President Chavez was sworn in to another six-year term,
pledging to move Venezuela toward socialism and proposing changes to the
constitution that would allow the president to be reel ected indefinitely instead of the
current two-term limit.

On January 8, 2007, President Chavez announced plans to nationalize the
country’ slargest telecommunications company, CANTV, which is partly owned by
Verizon Communications, and electricity companies, which would include EdC
(Electricidad de Caracas), which is majority-owned by the U.S.-based AES
Corporation. InFebruary, theV enezuel an government negotiated agreementsfor the
purchase of the magjority stake of AES in EdC and for Verizon's stakein CANTV,
with officials from both AES and V erizon describing the agreements as fair.

On January 5, 2007, Secretary General of the Organization of American States
JoseéMiguel Insulzaissued astatement expressing concernthat Venezuela sdecision
not to renew the license of RCTV gave the appearance of censorship.

Political Situation

Background

With his election as President in December 1998, Hugo Chavez began to
transform Venezuela's political system. The watershed election, in which former
coup leader Chavez received 56% of the vote (16% more than his closest rival),
illustrated Venezuelans' rejection of the country’ stwotraditional parties, Democratic
Action (AD) andthe Social Christian party (COPEI), that had dominated V enezuelan
politics for much of the past 40 years. Elected to afive-year term, Chavez was the
candidate of the Patriotic Pole,
a left-leaning coalition of 15
parties, with Chéavez's own
Fifth Republic Movement

Chavez Biography

(MVR) the main party in the
coalition.

Most observers attribute
Chévez's rise to power to
Venezuelans  disillusionment
with politicians whom they
judge to have sguandered the
country’s oil wealth through
poor management and endemic
corruption. A central theme of
hiscampaignwas constitutional
reform; Chavez asserted that the

Hugo Chavez Frias was born on July 28, 1954, in
asmall farming town in the western V enezuel an state of
Barinas. The son of school teachers, Chavez wasa1975
graduate of Venezuela sMilitary Academy. Hereached
the rank of lieutenant colonel by 1990. In February
1992, Chavez led an unsuccessful attempt to overthrow
the elected government of President Carlos Andres
Perez. He was imprisoned for two years for the coup
attempt before being pardoned. While in the military,
Chavez founded the nationalistic and left-leaning
Bolivarian Revolutionary Movement, which was later
transformed into the Fifth Republic Movement in the
1998 el ections when Chavez was first el ected president.

Source: Current Leaders of Nations, Gale Group. May
20, 2004.
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system in place alowed a small elite class to dominate Congress and that revenues
from the state-run oil company, Petroleos de Venezuela SA. (PdVSA), had been
wasted.

Although Venezuela had one of the most stable political systems in Latin
Americafrom 1958 until 1989, after that period numerous economic and political
challenges plagued the country and the power of the two traditional parties began to
erode. Former President Carlos Andres Perez, inaugurated to a five-year term in
February 1989, initiated an austerity program that fueled riots and street violence in
which several hundred people were killed. In 1992, two attempted military coups
threatened the Perez presidency, one led by Chavez himself, who at the time was a
lieutenant colonel railing against corruption and poverty. Ultimately the legislature
dismissed President Perez from office in May 1993 on charges of misusing public
funds, although some observers assert that the President’s unpopular economic
reform program was the real reason for hisouster.! The election of elder statesman
and former President Rafael Caldera as President in December 1993 brought a
measure of political stability to the country, but the Caldera government soon faced
a severe banking crisis that cost the government more than $10 billion. While the
macro-economy began to improvein 1997, arapid declinein the price of oil brought
about a deep recession beginning in 1998.

Under President Chéavez, V enezuelahas undergone enormouspolitical changes,
with anew constitution in place and even anew namefor the country, the Bolivarian
Republic of Venezuela, named after the 19" century South American liberator Simon
Bolivar, whom Chavez often invokes. In 1999, Venezuelans went to the polls on
three occasions — to establish a constituent assembly that would draft a new
constitution, to elect the membership of the 165-member constituent assembly, and
to approve the new constitution — and each time delivered victory to President
Chavez. The new document revamped political institutions, eliminating the Senate
and establishing aunicameral National Assembly, and expanded thepresidential term
of office from five to six years, with the possibility of immediate reelection for a
second term. Under the new constitution, voters once again went to the pollsin July
2000 for a so-called mega-€election, in which the President, national legislators, and
state and municipal officialswere selected. President Chévez easily won election to
anew six-year term, capturing about 60% of the vote while his opponent, fellow
former coup leader Francisco Arias, received 38%. Chavez’ sPatriotic Polecoalition
also captured 14 of 23 governorships and a majority of seats in the National
Assembly.

Fromtheoutset, criticsraised concernsabout Chavez and hisgovernment. They
feared that he was moving toward authoritarian rule and pointed to his domination
of most government institutions. Some arguethat Chévez had replaced the country’s
multiparty democracy withapolitical system that revolvesaround himself, in essence
acult of personality; others pointed to Chavez' sopen admiration of Fidel Castro and
close relations with Cuba as a disturbing sign. Other observers expressed concern
about the increased role of the military in the government, with Chévez appointing

! For example, see M. Delal Bagr, “Revenge of the Venezuelan Dinosaurs,” Wall Street
Journal, June 18, 1993.
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dozensof retired and active duty officersto key positions, aswell asthe mobilization
of thousands of army reservists for social projects. Still other critics of Chavez
believed that he was trying to politicize the educational system by making changes
to school curriculums. They feared Chavez’ s call for hisfollowersto form political
cells in schools, hospitals, and businesses in order to support his revolution and
believe that such groups, known as Bolivarian circles, could mirror Cuba's
controversial neighborhood committees.?

Chévez's Brief Ouster in April 2002. Although President Chévez
remained widely popular until mid-2001, hisstanding eroded considerably after that,
amid concerns that he was imposing a leftist agenda on the country and that his
government was ineffective in improving living conditions in Venezuela. In late
2001 and early 2002, opposition to Chévez's rule grew into a broad coalition of
political parties, unions, and business leaders. Trade union opposition became
stronger amid the President’s attempt to replace the Venezuelan Workers
Confederation (CTV) with a pro-government union. President Chavez' s own Fifth
Republic Movement also became plagued with internal dissent.

In April 2002, massive opposition protests and pressure by the military led to
the ouster of Chavez from power for a brief period. However, he ultimately was
restored to power by themilitary. Chévez was ousted from office on April 11, 2002,
after protests by hundreds of thousands of Venezuelans and the death of at least 18
people. Venezuelan military leaders expressed outrage at the massacre of unarmed
civilians and blamed President Chavez and his supporters. On April 12, Pedro
Carmona of the country’s largest business association — the Federation of
Associationsand Chambersof Commerceand Industry (Fedecamaras) — proclaimed
himself interim president, but Carmonaquickly lost the support of the military when
he took such hardline measures as dismantling the National Assembly, firing the
Supreme Court, and suspending the constitution. Carmona stepped down just aday
after he took office, paving the way for Chévez's return to power early in the
morning of April 14. The interim government’s hardline polices as well as strong
support in the streets from Chavez supporters convinced military commanders to
back Chavez' s return. Moreover, some military factions had continued to support
Chavez during his ouster.

Continued Opposition and Strike in 2002 and 2003. After Chavez's
return to power, some 40 disparate opposition groups united in a coalition known as
the Democratic Coordinator (CD) in an effort to remove Chéavez from office,
focusing on efforts to hold him accountable for the death of civilian protestorsin
April 2002 and to push for a national referendum on his presidency. The CD
demanded anon-binding referendum on Chavez' srulein early February 2003, which
they believed would force the President to resign, but Venezuela s Supreme Court
ruled against holding such a referendum. President Chavez maintained that,
accordingtothecongtitution (Article 72), abinding referendum on hisrule could take
place after the halfway point of histerm, which would occur in August 2003.

2 For example, see William S. Prillman, “The Castro in Caracas: Venezuelan Strongman
Hugo Chévez, in Fidel's Image,” National Review, April 3, 2003; Stephen Johnson,
“Venezuela Erupting,” National Review, March 5, 2004.
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From early December 2002 until early February 2003, the CD orchestrated a
general strike that severely curtailed Venezuela's oil exports and disrupted the
economy but was unsuccessful in getting President Chavez to agree to an early non-
binding referendum on hisrule or new elections. At various junctures, there were
violent clashes between Chévez supporters and the opposition, resulting in several
deaths. The Chéavez government responded to the oil sector strike by firing 13,000-
16,000 PdV SA employees.

August 2004 Presidential Recall Referendum. After months of
negotiationsfacilitated by the Organization of American States (OAS) and the Carter
Center, the government of Hugo Chavez and the opposition signed an agreement on
May 29, 2003, that set forth mechanisms to help resolve the political crisis.
Implementation of the accord was difficult at times and hampered by political
polarization between supporters and opponents of President Chavez. Nevertheless,
Venezuela s National Electoral Council (CNE) announced on June 8, 2004, that a
presidential recall referendum would be held on August 15, 2004. Chévez won the
referendum convincingly by a margin of 59.3% to 40.7%, according to the CNE’s
final official results?

Background Leading to the Referendum. For arecall referendumtotake
place, the constitution required a petition signed by 20% of registered voters (which
means 2.4 million signatures out of aregistry of 12.3 million). Petition signatures
were collected during a four-day period beginning in late November 2003, but on
March 2, 2004, the CNE ruled that there were only 1.83 million valid signatures
supporting a presidential recall referendum. The CNE subsequently updated thisto
1.91 million valid signatures, with ailmost 1.2 million signatures that could be valid
if individuals confirmed their signaturesin areparo or “repair” period. This meant
that about 525,000 signatures of those under review would need to be validated for
a referendum to be required. The CNE’s announcement that there were not yet
enough valid signatures for a referendum prompted strong opposition protests, but
the opposition ultimately agreed to participate in arepair period that was held May
27-31, 2004, in more than 2,600 centers around the country. About 100 observers
from the OAS and the Carter Center monitored the repair period; President Carter
reported that the overall processwas peaceful and orderly, although he did note some
initial concern about the temporary suspension of the CNE'’ s tabulation process.*

On June 3, 2004, the CNE announced that enough signatures had been secured
for arecall referendum, and subsequently scheduled the referendum for August 15.
The date of the referendum was significant because under the constitution, if it were
held after August 19 (oneyear after the half-way point of Chévez’ sterm) and Chéavez
lost the referendum, then Vice President Jose Vicente Rangel (aChavez ally) would
serve the remainder of the President’ s term until January 2007.

3 “CNE Emitié Resultados Oficiales Del Referendo Revocatorio Presidencial,” Consgjo
Nacional Electoral, August 26, 2004.

““President Carter’ s Trip Report on Venezuela, May 29-June 1, 2004,” The Carter Center,
June 4, 2004.
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In order for President Chavez to be recalled, the mgjority of voters needed to
vote “yes’ and the number of votes to recall him needed to exceed the number that
he received when last elected in July 2000 (3.75 million). If Chavez had been
recalled, new presidential elections would have been held within 30 days. It was
unclear whether President Chavez would have been allowed to run for reel ection, but
most observers believed that the Supreme Court would have ruled that he was
eligible to run. One of the problems that plagued the opposition was that it did not
have awell-organized or coherent political coalition. Asaresult, it could have been
difficult for the opposition to present a single candidate who could have defeated
Chavez in new elections, assuming that he was permitted to run.

Public opinion polls conducted in June and July 2004 by various survey firms
yielded significantly different results, with some favoring the opposition and some
favoring Chéavez, but by early August 2004 a number of polls showed Chéavez with
an advantage. A June 2004 poll by Datandlisis, aVenezuelan research firm, showed
that 57% of V enezuelans would vote to recall President Chavez, while another poll
inJuneby the U.S.-based Greenberg, Quinlan, Rosner Research firm found that only
44% would vote to recall the president.> Another poll by North American Opinion
Research Inc. published in early July 2004 showed that 41% would vote to recall
Chévez, compared to 57% favoring the president.® A poll in late July by the U.S.
firm of Evang/McDonough and Varianzas Opinion of Venezuela showed that 43%
would vote against Chavez and 51% would vote for him.” In early August, a
newspaper that has been a strong opposition supporter, Ultimas Noticias, published
four polls showing that Chavez would win by at least 10%.2 Some observers,
however, maintained that many peoplewere not being truthful in these opinion polls
because of fear of retribution for answering truthfully; they maintained that these so-
called “hidden voters’ could determine the outcome of the referendum.®

Referendum Results. With a turnout of about 70% of registered voters,
President Chavez won the recall referendum convincingly with 5.80 million people
voting “no” to reject hisrecall, or 59.25% of the vote, and 3.989 million people, or
40.74%, voting “yes” infavor of hisrecall.** Observersfrom the OAS and the Carter
Center maintained that these results were compatible with their own quick count
results. The opposition claimed that massive fraud had taken place and cited their
exit polls showing that 59% had voted to recall President Chéavez."* The Carter
Center and the OAS conducted a second audit of the vote on August 19-21 and

® “Battle of the Pollsis Engaged,” Latin American Weekly Report, July 6, 2004.
¢ “Venezuela' s Recall Referendum,” BBC Worldwide Monitoring, July 8, 2004.
"“A Poll of Polls,” Miami Herald, August 11, 2004.

8 “Chéavez on Course for Victory,” Latinnews Daily, August 9, 2004.

° Steven Dudley, “Chévez Recall Vote Confounds Pollsters,” Miami Herald, August 11,
2004.

10 “CNE Emitié Resultados Oficiales Del Referendo Revocatorio Presidencial,” Consgjo
Nacional Electoral, August 26, 2004.

1 Andy Webb-Vidal, “Auditing of Chévez Vote Begins as Fraud Allegations Multiply,”
Financial Times, August 20, 2004.
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concluded that the vote results announced by the CNE reflect the will of the
Venezuelan people.’?

On August 26, 2004, the OAS approved a resolution expressing “ satisfaction
with the holding of the presidential recall referendum” and calling “upon all players
to respect theresults.” Intheresolution, the OAS also welcomed the offer made by
President Chavez “to foster national dialogue” and called “for a process of
reconciliation ... in which differences are settled in the framework of the democratic
systems and in a spirit of transparency, pluralism, and tolerance.” 3

Various factors explain President Chavez's victory in the recall referendum.
The economy, fueled by proceeds from high oil prices, turned around in 2004. The
president was ableto useoil proceedsto boost social spending for the poor. Hemade
anti-poverty programs an important focus of his administration. Another factor has
been the strength of the opposition. Asnoted above, the oppositioninVenezuelahas
been fragmented and did not wage an effective campaign during the recall
referendum. Evenif it had wonthereferendum, it wasunclear whether it would have
been ableto present asingle candidate to challenge Chavez in asubsequent el ection.

After the August 2004 recall referendum, President Chavez’ s rule was further
strengthened when his allies won amajority of gubernatorial and municipal postsin
elections held in late October 2004 and municipal postsin municipal elections held
in August 2005.

December 2005 Legislative Elections. Just daysbeforethe December 4,
2005, elections, in which all 167 seats in the National Assembly were at stake,
Venezuela' s five major opposition parties announced that they would boycott the
election. They maintained that the National Electoral Council (CNE) wasdominated
by the government and accused it of making decisionsin favor of parties supporting
the government. The parties withdrawing from the race consisted of the country’s
two partiesthat had been historically dominant until 1998, Democratic Action (AD)
and the Social Christian Party (COPEI), and three other key opposition parties: the
Movement to Socialism (MAYS), the center-right Justice First party (PJ), and Project
Venezuela (PV).

Before the boycott, the opposition’s major concern was the CNE’ s plan to use
digital fingerprint machines. The opposition feared that the government would be
ableto determine how individual s had voted and that thisinformation would be used
for political retribution, just asthey assert that there was di scrimination against those
people who signed the petition in favor of having the 2004 presidential recall
referendum. On November 28, 2005, however, the CNE, in a decision brokered by
the Organization of American States, announced that it would not use the
controversial digital fingerprint machines. Nevertheless, a day later, opposition

12 | ast Phase of the Venezuelan Recall Referendum: Carter Center Report (English and
Spanish), Carter Center, August 21, 2004.

13 Organization of American States, Permanent Council. “ Results of the Presidential Recall
Referendum Held in Venezuela on August 15, 2004,” CP/RES. 869 (1436/04), Adopted
August 26, 2004.



CRS-12

parties began announcing their boycott of the legislative elections. The move
surprised election officials, and some reports indicate that international observers
were unhappy that the opposition had reneged on acommitment to participatein the
electionsif the digital fingerprint machines were not used.™

In the lead up to the legislative elections, some opposition groups had also
objectedto partiesfiel ding candidates under two separate bannersin order toincrease
the chances of winning additional seats. (Venezuela's electoral system utilizes a
combination of proportional representation on a national party list and electoral
districtswhereindividualswhowinamagjority of votesareelected.) Thepro-Chavez
coalition had used this method to win some 77% of seatsin municipal electionsheld
in August 2005. In late October 2005, Venezuela s Supreme Court rejected an
injunction against this practice that was filed by the opposition AD.*

Election Results. Becauseof theopposition boycott, pro-Chévez partieswon
all 167 seats in the National Assembly, with 114 going to the President’s Fifth
Republic Movement (MVR) and the remaining 53 going to smaller pro-Chavez
parties as well as to independents and representatives of some social groups that
support the government. The voter participation rate waslow and estimated at 25%,
or 2.9 million votersout of an el ectorate of 14.5million. Legislatorswereelected for
five-year terms that began on January 5, 2006. In the previous National Assembly,
which had 165 members, pro-Chavez supporters controlled 86 seats, while
opposition parties controlled 79. In the lead-up to the December 2005 election,
observers predicted that the opposition would struggle to win one-third of the seats
in the Assembly and that the pro-Chavez parties would win a two-thirds majority
control of the legislature. The opposition’s boycott guaranteed that pro-Chavez
supporters will completely control the legislative branch.

International Observers. Both the OAS and the European Union sent
delegations to observe the elections. Both groups lamented the withdrawal of the
opposition, but also raised questions and had criticismsregarding the conduct of the
elections.

The EU observer group maintained that wide sectors of Venezuelan society do
not have trust in the electoral process and in the independence of the electoral
authority. It found that the electoral campaign focused almost exclusively on the
issue of distrust in the electoral process and the lack of independence of the CNE.
Overall, the EU concluded that the elections represented a lost opportunity and did
not contribute to the reduction of the fracturein Venezuelan society. Nevertheless,
the EU lauded the steps taken by the CNE to open the automated voting system to
external scrutiny and to modify various aspects that were questioned by the
opposition. In particular, the EU stated the CNE’ s decision to eliminate the digital
fingerprint devices from the voting process was timely, effective, and constructive,

14 Phil Gunson, “Vote Boycott Sparks Test of Wills,” Miami Herald, December 3, 2005.

5> “Court Rebuffs AD Bid to Change Electoral Rules,” Latin American Weekly Report,
November 1, 2005.
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and noted with surprise the opposition’s withdrawal just four days before the
election.’®

The OAS del egation noted that there remains a distrust of the CNE on the part
of asignificant segment of the population in terms of the origin and composition of
the CNE and the perception that its actions lack transparency and impartiality. It
suggested that a new democratic consensus be reached through dialogue that could
include a discussion of the election of the CNE, the automated voting system, the
electoral law, the process of issuing identification cards, a parliamentary system to
ensure proportional representation of minorities, and the strengthening of the
principle of separation, independence, and balance of powers. It criticized the
opposition’ swithdrawal from the election, stating that every democracy requires an
institutional opposition committed to the electoral process, so that it can loyally
participate in the democratic system.”

Political Significance. With Chavez supporters controlling the legislature,
it will be far easier for the government to enact its legislative agenda and to enact
constitutional changes. With opposition parties having no representation in the
legislature, they will virtually have no official role in the political system. Some
observers question the wisdom of the opposition’s boycott of the election and
contend that the decision not to participate will erode its legitimacy. According to
JoseMiguel Vivancofrom Human RightsWatch, which hasbeenacritic of President
Chavez, the opposition’ stactics will not help them “gain any ground,” and it will be
difficult for “them to present themselves as victims that deserve solidarity from the
international community.”*® Other observers contend that the high abstention ratein
the election could allow the opposition to question the legitimacy of the National
Assembly. According to this view, the boycott helped send a message that
democracy isat threat in Venezuelaand could bolster international support to press
the Chavez government for transparency and accountability.

December 2006 Presidential Election. InVenezuela sDecember 3, 2006,
presidential €l ection, President Chévez was resoundingly elected to another six-year
termin an election that international observersjudged to be satisfactory. Inthelead
up to the vote, polls showed Chavez with alead of more than 20% over opposition
candidate Manuel Rosalesin an election with 22 candidates on the ballot. The final
result showed Chavez with 62.87% and Rosal es with 36.88%.

The government benefitted from the rise in world oil prices, which increased
government revenues and sparked an economic boom. Asaresult, Chdvez wasable
to increase government expenditures on anti-poverty and other social programs
associated with the populist agenda of his Bolivarian revolution. His reelection
demonstrated strong and widespread support for hissocial policy of redistributingthe

16 “EU Election Observation Mission to Venezuela, Parliamentary Elections 2005,
Preliminary Statement, December 6, 2005.

7 “Preliminary OAS Observations on the Legislative Elections in Venezuela,” Press
Release, December 6, 2005.

8 Juan Forero, “Chavez's Grip Tightens as Rivals Boycott Vote,” New York Times,
December 5, 2005.
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country’ soil wealth. Most observers credit the government’ s numerous misiones or
socia programs as the key to the government’s support and do not believe that
Venezuelans' support for President Chavez isideologically based.

For the opposition, the most significant aspect of the race was that Rosales
conceded his defeat in a legitimate election. Although the political opposition
remained weak and fragmented in the aftermath of the August 2004 recall
referendum and their boycott of the December 2005 legidl ative el ections, it managed
to agree on a single unified presidential candidate for 2006, Manuel Rosales, who
was governor of the western oil-rich state of Zuliaand former mayor of Maracaibo,
Venezuela ssecond largest city. A primary had been scheduled for August 13, 2006
to select the opposition candidate, but on August 9, eight other candidates dropped
out of the presidential race in support of Rosales who was the frontrunner. Those
standing down in favor of Rosalesincluded Julio Borges of the center-right Justice
First Party, and Teodoro Petkoff, a leftist newspaper editor and former planning
minister.

Although Rosales trailed in the polls, most observers credit him with running
a strong campaign that resonated with many Venezuelans. He ran a populist
campaign that emphasized social justice and an alliance between lower income
sectors and the middle class. He criticized the Chavez government for not doing
enough to reduce poverty and called for a program to transfer oil revenues directly
to the poor viaadebit card, controversially named “Mi Negra,” that would provide
paymentsto poor families ranging from $280 to $460 monthly. He supported efforts
to bolster the private sector and a strategy to increase both domestic and foreign
investment. Rosalesalso calledfor efficiency and transparency inthejudicial system
and has pledged to crack down on soaring crime. He vowed to call new legidative
elections with a system of proportional representation and supported areductionin
the presidential term of officefrom six to four years. Hecriticized President Chavez
for providing so much assistanceto foreign countrieswhilethereisextensive poverty
in Venezuela, and he criticized the government’ s alliances with countries like Cuba
and Iran.*

Opposition supporters and other observers had complained that President
Chévez had used state resourcesfor hisreel ection, with government expendituresfor
advertising and access to television. They argued that the Chavez government had
distributed Christmas bonuses for public-sector employees earlier than normal in
order to gain favor in the presidential vote. Observers also asserted that the
government was using political coercion to ensure support among public sector
employees and pointed to avideo of Venezuela sMinister of Energy and Petroleum
urging PdV SA workersto support Chavez’ s reelection.®

19“Can Rosales Win?,” Andean Group Report, November 7, 2006; “V enezuela: Opposition
Candidate Proposes Building New Social Democracy,” Open Source Center (Caracas
Globovision Television) November 7, 2006; Simon Romero, “ V enezuel ans Square Off Over
Race, Oil and a Populist Political Slogan,” New York Times, November 12, 2006.

2 Steven Dudley, “Government Power Give Chavez Campaign Edge,” Miami Herald,
November 11, 2006; Elizabeth M. Nunez, “Opponents of Chévez Release Video,”
(continued...)
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Both the Organization of American States and the European Union sent
delegations to observe the elections and, despite various problems, judged the
elections to have been held in a satisfactory manner. According to a preliminary
statement by the EU, “the high turnout, peaceful nature, and general acceptance of
resultsof the presidential electionsin Venezuelaopen theway forward to substantial
improvements in the quality and public confidence in electoral processes.”* The
OAS congratul ated “the V enezuel an peopl e, its government, and its political parties
and democratic institutions for the civic behavior that prevailed during the el ectoral
process.” %

Political Developments in 2007

AsPresident Chavez wasinaugurated to another six-year termin January 2007,
he announced a number of measures to further strengthen his power and move
Venezuela toward his vision of 21% century socialism. He called for the National
Assembly to approve a new law that would enable him to pass laws by decree.
Subsequently, on January 31, the Assembly approved a law giving Chavez broad
powers, for a period of 18 months, to enact measures by decree in a number of
economic, social, and military areas. Critics fear that the move will further
undermine democratic institutions and lead to authoritarianism, while supporters
maintain that the measure will help the President move ahead more quickly to enact
anew economic and social model in Venezuela

Among other proposals announced by the President in January were plans to
eliminate the autonomy of the central bank; to make PdV SA amajority shareholder
of current Orinoco Belt oil projects with foreign companies; to change the
constitution to allow the president to be reelected indefinitely instead of the current
two-term limit; to launch anew drivefor “Bolivarian popular education” that would
deepen Venezuela s new social values; to create federations of communal councils
(thousands of local communa councils were established in 2006) that could
eventually replace state government institutions; and to nationalize the country’s
largest telecommunicationscompany, CANTV, and el ectricity companies, including
EdC (Electricidad de Caracas).”®

CANTYV ispartly owned by Verizon Communications, while EJC is mgjority-
owned by the U.S.-based AES Corporation. When the nationalizations of CANTV
and EdC were announced, there was considerabl e concern that the companieswould
not receive adequate compensation. In February 2007, the V enezuelan government

2 (,..continued)
Associated Press, November 3, 2006.

2 European Union Election Observation Mission, Presidential Elections V enezuela 2006,
Preliminary Statement, December 5, 2006.

2 “OASHears Reportson Electionsin Ecuador and Venezuela,” Organization of American
States, Press Release, December 13, 2006.

23421 Century Socialism,” Latin American Regional Report, Andean Group, January 2007;
Gregory Wilpert, “Chavez Sworn in to Second Full Term as Venezuela's President,”
Venezuelanalysis.com, January 10, 2007.
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ultimately negotiated agreements for the purchase of the majority stake of AES in
EdC and for Verizon's stake in CANTV. Officials of both AES and Verizon
described the agreements asfair.?* Foreigninvestorswill likely bewary of investing
in Venezuelagiving the nationalizations and the government’ sincreasing rolein the
economy.

RCTV Closure and Public Reaction. On December 28, 2006, President
Chévez announced that his government would not renew the broadcast license for
RCTV, Venezuela soldest television station, which frequently carried programming
critical of the Chavez government. Venezuelan officials maintained that the non-
renewal of RCTV’s license was for its actions in support of the April 2002 coup
against President Chavez. Because of this, they assert that it was within the
government’s rights not to renew RCTV’s public broadcasting license, but that
RCTV could continue to broadcast on private cable or satellite stations. RCTV
maintainsthat its broadcast licenseisvalid until 2022, not May 27, 2007, as claimed
by the Venezuelan government, and that the action by the government is part of an
effort to silence public opinion.

The OA S Officeof the Special Rapporteur for Freedom of Expression expressed
concerninlate December 2006 about V enezuela sdecision and itseffect on freedom
of expression. OAS Secretary General José Miguel Insulza issued a statement on
January 5, 2007, expressing concern that Venezuela' s decision not to renew the
license of Radio Caracas Television (RCTV) gave the appearance of censorship. He
expressed hope that the action would be reversed by the Venezuelan government.®
Thelnter-American Commission on Human Rightsexpressed concern about freedom
of expression in Venezuela and called on the Venezuelan government to protect
pluralism in the media.®

Numerous human rightsal so organizations denounced V enezuel @ sdecision not
to renew RCTV’slicense as a violation of freedom of speech. These included the
Inter-American Press Association, Reporters Without Borders, the Committee to
Protect Journalists, thelnstituto Prensay Sociedad, and Human RightsWatch, which
maintained that the government’s decision was politically motivated and was a
serious setback for freedom of expression.?

Thousands of protestors marched in Caracas at eventsin April and May 2007
denouncing the government decision, but the government followed through with its

2 “AES to Sell Utility Stake to Venezuela,” Washington Post, February 9, 2007,
“Venezuela: Government Buys Verizon's Stake in CANTV,” Latinnews Daily, February
13, 2007.
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% Inter-American Commission on Human Rights, “IACHR Concerned About Freedom of
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21 “\Venezuela: Shutdown Harms Free Expression,” Press Release, Human Rights Watch,
May 25, 2007.
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decisonand RCTV ceasedits public broadcastingon May 27. Theclosureof RCTV
prompted protests, primarily by students who oppose the government’s action asa
violation of freedom of their civil rights. The strength and endurance of the student-
led protests appear to have taken the government by surprise. Polls reportedly show
that more than 70% of Venezuelans disagree with President Chavez's decision to
close RCTV.”® Nevertheless, the government has threatened legal action against
another private television station, Globovision, accusing it of inciting assassination
attempts against President Chavez. Venezuelan Foreign Minister Nicolas Maduro
has asserted that the United States is behind plans to destabilize Venezuela.

Severa countries, including the United States, spoke out against Venezuela's
action. The U.S. Senate approved S.Res. 211 (Lugar) on May 24, 2007 by
unanimous consent expressing profound concerns regarding freedom of expression
in Venezuela and the government’ s decision not to renew the license of RCTV. In
the aftermath of RCTV’ sclosure, the State Department i ssued astatement calling on
Venezuelato reverse its policies that limit freedom of expression.?® The European
Parliament adopted a resolution on May 24, 2007, expressing concern about
Venezuela s action, and calling for the government to ensure equal treatment under
the law for all media. On May 31, 2007, the Brazilian Senate issued a strong
statement calling for President Chavez to review his decision. The Chilean Senate
also supported a resolution against the closure of RCTV. At the OAS General
Assembly meeting held in PanamaJune 3-5, 2007, several nations, such as Canada,
Chile, El Salvador, Guatemala, and Peru, in addition to the United States, spoke out
for freedom of the press. Ultimately, however, the OAS did not approvearesolution
specifically criticizing V enezuel afor itsactions, but adopted aresol ution reaffirming
the right to freedom of expression and calling upon member states to respect and
ensure respect for this right.*

InJuly 2007, RCTV resumed broadcasting through cableand satellite, asRCTV
International (asubsidiary of RCTV). Only about athird of Venezuelan households,
however, have access to cable or satellite television.** The government responded
tothebroadcaster’ sreturnto theairwavesby ordering RCTV International to register
asaVenezuelan broadcaster in order to be subject to local regulations. Otherwise, it
would face losing its licence to broadcast via cable. Since RCTV Internationa is
based in Miami, it claims that it is not a national broadcaster and therefore exempt
from registration and local regulations. The Venezuelan National
Telecommunications Commission rejected this argument and threatened cable

% Richard Lapper, “TV Channel Axedin Latest Chavez Drama,” Financial Times, May 26,
2007.
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companies with finesif they continued to carry RCTV International. On August 2,
2007, the Venezuelan Supreme Court ruled that cable companies could continue to
carry RCTV International without fear of government retaliation, since no clear
regulation exists defining what constitutes a national broadcaster.* Venezuela's
telecommunications minister, Jesse Chacon, responded to the Supreme Court’s
decision by stating that norms that clearly define a national broadcaster would be
elaborated in order to compel RCTV International to submit to government
regulation.

December 2, 2007 Constitutional Reform Referendum. In August
2007, Venezuelan President Hugo Chavez announced his proposal sfor constitutional
reform that would alter 33 of the 350 articles of the 1999 Venezuelan constitution,
and that he claimed would move Venezuelatoward a new amodel of development
known as “socialism in the 21 century” embracing participatory democracy and a
mixed economy. According to the Venezuelan government, the purpose of the
reforms was to speed the redistribution of Venezuela s oil resources to benefit the
poor; de-centralize political power to grant citizens more direct say in their affairs;
and outlinethelegal foundation of anew, more equitable model of devel opment and
democracy.* Venezuela s National Assembly debated the proposalsin three rounds,
and ended up adding reforms to amend 36 additional articles for a total of 69
constitutional amendments that were finalized by the Assembly on November 2,
2007.

The amendments were subject to a public referendum held on December 2,
2007, with the 69 reforms split into two parts. Block “A” consisted of amendments
to 46 of the constitution’ sarticles, including the 33 reforms proposed by Chévez and
13 proposed by the National Assembly. Block “B” consisted of amendmentsto 23
articles proposed solely by the National Assembly.

Among some of the proposals for constitutional changes included in Block A
of the referendum were the following amendments:

¢ tolower the voting age from 18 to 16 years of age (Article 64);

¢ toprohibit foreign financing of associationswith political goals, and
providefor government financing of el ectoral activities(Article67);

o todecreasetheworkweek from 44 to 36 hoursand the workday from
8 hoursto 6 hours (Article 90);

e torecognizeVenezuela smulti-cultural diversity and theimportance
of itsindigenous, European, and African cultures (Article 100);

e to provide that the government promote and devel op distinct forms
of businesses and economic units of social property and social
production or distribution in order to create the best conditions for
the collective and cooperative construction of a socialist economy
(Article 112);

%2 “RCTV Allowed to Broadcast Despite Misgivings,” Latin American Andean Group
Report, August 2007.

¥ “Congtitutional Reforms in Venezuela,” Embassy of the Bolivarian Republic of
Venezuela, Washington, D.C., November 2007.
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e inadditionto private property, to add several new classificationsfor
property — public, social, collective, and mixed (Article 115);

e to remove the presidential two-term limit, and extend the
presidential term from six to seven years (Article 230);

e to state that the socioeconomic system of Venezuelais founded on
socialist and anti-imperialist principles, among others (Article 299);
and

e to éiminate the independence of the Central Bank, which would
include putting international reserves under the administration and
direction of the President (Article 318).

Among some of the proposals for constitutional changes included in Block B
of the referendum were the following amendments:

e to prohibit discrimination based on health and sexual orientation
(Article 21);

e togivethe President power to suspend certain constitutional rights,
such as the right of information and certain rights of due process
(that are protected under the current constitution) during a declared
“state of exception” (national emergency), but prohibit the
suspension of therightsto life, defense, and personal integrity or the
suspension of prohibitions against torture, being held
incommunicado, or disappearance (Article 337);

e to remove the time limitation for a declared state of exception
(Article 338);

e to increase the percentage of signatures required for citizens to
initiate constitutional anendmentsfrom 15% to 20% of those on the
electora registry (Article 341).

One of the most controversial reforms would have extended the presidential
term from six to seven years and abolished the presidential two-term limit by
allowing indefinite reelection, areform that would have allowed President Chavez,
last elected in 2006, to run for reelection in 2012. Opponents viewed it as a means
for President Chavez to remain in power indefinitely, while government officials
pointed out that constitutional provisions would still require the president to be re-
elected each term, with the possibility of facing arecall referendum midway in the
presidential term.

Other proposed reforms that raised concerns included amendments that would
have: given the state greater control over the economy; eliminated the independence
of the Central Bank and put international reserves under the control of the President;
given the President power to suspend certain rights (right of information and certain
rights of due process) during a state of emergency that are currently protected under
the existing constitution; and removed thetimelimitsthat astate of emergency could
be imposed.

Various provisions that would promote a “socialist economy” and “socialist
democracy” were also controversial. The reforms would have declared that the
socioeconomic system was based on socialist principles, and that state should
promote the active participation of citizens, restoring power to the people and
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creating the best conditions for the construction of a socialist democracy. The
proposed reforms would have allowed for changes in the administrative division of
Venezuelan territory and the structure of local government, which according to
President Chéavez, would represent “anew geometry of power.” New federal districts
with economic and political autonomy would be created and existing communal
councils (thousands have been created since 2006) would be given legal status and
empowered. As a result of this change, the government could channel funds and
resources directly to the federal districts and communal councils, bypassing local
government officials. National budget payments to the states would have increased
from 20% to 25% of the budget, with 5% designated for financing the communal
councils. Councilsof popular power (such ascommunal councils, workerscouncils,
student councils, youth councilsfishermen councilsetc) would have been established
as ameans of citizen participation. The work of the missions (the socia programs
begun by the Chévez government in 2003) would be set forth in the constitution as
an official part of public administration created to satisfy the urgent needs of the
population.

The proposed constitutional reforms also included changes to the structure of
the military. The military would have been defined as a patriotic, popular, and anti-
imperialist body with the objective of guaranteeing Venezuela s independence and
sovereignty. The National Reserves would be transformed into the “National
BolivarianMilitia,” whichwould constitutethefifth official component of thearmed
forces.

Referendum Results. Whileinitialy it appeared that President Chavez's
overall popularity and the decision to include such popular measures in the reform
asdecreasing thework day would hel p ensure passage of thereferendum, itsapproval
no longer appeared certain in the days leading up to the vote. There was growing
opposition to the constitutional reforms, including by a number of student
organizations, business groups, the Catholic Church, and even some past supporters
of President Chavez, such as the popular former minister of defense General Ralll
Baduel. Various polls in November 2007 showed that those opposing the
referendum had gained momentum and were in the majority.®* Despite the polls,
many observers still maintained that the government had the organization and
resources to mobilize its supporters, and pointed out that Chévez, who still remains
popular, had never lost an election.®

Early in the morning of December 3, 2007, Venezuela s Nationa Electoral
Council (CNE) announced that both blocks had been rejected by aslim margin, with
Block A defeated by 1.41% and Block B defeated by 2.11%. President Chéavez
immediately addressed the country on national television, and conceded theloss. The
CNE subsequently issued an updated total of the vote on December 7, 2007 that

% lan James, “Venezuel an V oters Oppose Chévez' s Proposed Constitutional Changes, Poll
Shows,” Associated Press, November 24, 2007; Enrique Andres Pretel, “Poll Says Chavez
Loses Venezuela Referendum Lead,” Reuters News, November 24, 2007.
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November 25, 2007.



CRS-21

changed the margin only slightly, with Block A defeated by 1.31% and Block B
defeated by 2.02%. (Table 1 below showsthe CNE’sfinal vote totals.)

Table 1. CNE’s December 2, 2007 Constitutional Reform Results

Y es (votes) Yes (%) No (votes) No (%)
Block A 4,404,626 49.34% 4,521,494 50.65%
Block B 4,369,014 48.99% 4,539,707 51.01%

Sour ce: National Electoral Council, Bolivarian Republic of Venezuela, December
7, 2007.

Why the Reform Failed. A key tothefailure of thereform effort appearsto
lie with the large abstention of Venezuelans that in the past supported President
Chévez. About 56% of the electorate participated in the referendum vote compared
toalmost 75% inthe December 2006 presidential election. About three million fewer
voters supported the constitutional reform than voted for Chavez in 2006. President
Chévez acknowledged these statistics in his concession speech pointing out the
abstention of many of his supporters. In contrast, those rejecting the constitutional
reform received amost 250,000 votes more than opposition candidate Manuel
Rosales had in the 2006 presidential election, just aslight increase.

There are a number of factors that resulted in Chavez supporters staying home
for the referendum. One of the most significant was former and current supporters
of President Chavez concerned that the Chévez government is becoming too
radicalized with power too concentrated in the presidency. Inthe National Assembly,
the Podemos Party, a democratic socialist party that had been supportive of the
Chéavez government, called thereform amendmentsa* constitutional coup,” and was
the sole party to vote against the reforms. Its leader Ismael Garcia and other party
members were dubbed traitors for opposing the reform effort. The party, which
actively participated in the “No” campaign, had originally supported the
establishment of a Constituent Assembly to amend the Constitution. It islikely that
the opposition of Podemos contributed to the No vote, and al so resulted in Chavistas
abstaining.

Another significant defection from the Chavista camp was the ex-wife of
President Chévez, Marisabel Rodriguez, who actively opposed the reform,
maintaining that it would concentrate absolute power. Rodriguez has a significant
political profilein Venezuela, and was a member of the Constituent Assembly that
drafted the current 1999 Constitution, which she maintains was a product of
legitimate and valid public debate.®

% Chris Kraul, “Despite Outcry, Chavez Plan Likely to Pass” Los Angeles Times,
November 15, 2007.
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Perhapsthe most significant opposition from withinthe Chavistamovement was
from retired General Raull Baduel, former commander of the Venezuelan army and
former Defense Minister, who in early November 2007 |abel ed the reform proposal
a coup d etat intended to abolish checks on the President’s expanding power.*’
Baduel had been one of Chévez's closest advisors since he helped him return to
power in April 2002, and reportedly commands respect anong many Chavistas and
within the Venezuelan military.® Badhuel asserted that the constitutional reform
proposal was “nothing less than an attempt to establish a sociadlist state in
Venezuela” He a so cited the government’ sfailure to address such severe problems
ashighratesof crimeand violence, inflation, ahousing shortage, and poor education
and health care, and maintained that the current constitution gives ample room for
any decent and honest government to address these challenges.®

Despiteabooming V enezuelan economy and afall in poverty ratesover the past
several years, several significant economic problemsinVenezuelacontributed to the
rejection of the congtitutional reform. Inflation, estimated at over 20% in 2007, has
been the highest in the region. Price controls on basic staples like milk, eggs, and
chicken have resulted in significant product shortages and long lines as domestic
production hasdwindled. Venezuela scurrency isalso significantly overvalued, with
asubstantial difference between the official exchange rate and the parallel market.
The economic difficulties caused Venezuelans to question the government’s
management of the economy, asking such questions as how a booming economy
could be experiencing so many problems.

As expected, the political opposition also strongly criticized the proposed
constitutional changes, maintaining that the reformswould be ameansfor President
Chévez to extend his power and remain in office indefinitely, while steering
Venezuela towards Cuban-style totalitarianism. Opposition leader and former
presidential candidate Manuel Rosales of the Un Nuevo Tiempo (UNT) party called
the proposed changes a “constitutional coup,” and warned that the reform would
further exacerbate shortages for basic products as the country moves toward a
socialist system.”® Animportant aspect of the opposition’s“No” campaign was that
it concentrated on the substance of the reforms, and was not focused on Chéavez
himself. Such a strategy proved less threatening for Chavez supporters who could
oppose the reform or abstain from voting and still support Chéavez astheir President
through 2012.

University students, which took the lead in the demonstrations against the
government’s closure of Radio Caracas Television ( RCTV) in May 2007, also

3" Simon Romero, “Venezuelan General Likens Chévez' s Proposals for Constitution to a
Coup,” New York Times, November 6, 2007.

% John Otis, “One-time Allies Blast Chavez's Push for Power,” Houston Chronicle,
November 17, 2007.

% Raul Isaias Baduel, “Why | Parted Ways with Chévez,” New York Times, December 1,
2007.

40« Advierte Lider Opositor Venezolano Que Reforma Profundizard Desabasto,” Agencia
Mexicana de Noticias, November 24, 2007.
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played amajor rolein defeating the constitutional reform by taking thelead in street
protests. On November 7, 2007, some 80,000 thousand students marched to the
Supreme Court calling onthejudicia body to suspend thereferendum. Studentsalso
played a mgor role in the fina demonstration of the “No” campaign, which
mobilized more than 100,000 people in Caracas on November 29, 2007. With their
ability to mobilize demonstrators, students emerged as perhaps the most prominent
and visible opponents of the constitutional reform effort, and some observersbelieve
that the reform would not have been defeated had it not been for the students.
Historically, studentsin Venezuela have often played an important rolein political
change, including most notably in the overthrow of dictator Marcos Pérez Jiménez
in 1958. The student movement that emerged in 2007 was not discredited by the
Chévez government despite attempts to portray them as spoiled children of the
oligarchy.

The Catholic Church in Venezuela, which criticized the constitutional reform
effort as concentrating power in the hands of the President and favoring
authoritarianism, also likely had some influence on the vote. In October 2007,
Venezuelan bishops issues a public statement on the reforms, maintaining that the
proposition of a Socialist State was contrary to the fundamental principles of the
existing constitution, and asserting that the reforms would restrict liberties and
represent a step backward in progress on human rights.**

Venezuelan human rights groups also actively questioned and criticized the
constitutional reforms. Forum for Life, acoalition of Venezuelan nongovernmental
human rights organizations, petitioned the Supreme Court in mid-November to
declare the proposed reforms unconstitutional. The coalition of human rights
activistsbelieved that thereformsrepresented aregressioninthe protection of human
rights recognized in the 1999 constitution. Among the various objections of the
Forum were concernsabout proposed reformsto Article 337, which would eliminate
the right of information and essential elements of the right of due process from the
list of rightsthat cannot be suspended during a state of emergency. The Forum also
opposed the reform to Article 338, which would have removed the time limit on a
state of exception or emergency.*

Looking Ahead. The regection of the constitutiona reform will likely
improve public confidence in the electoral process, and in the National Electoral
Council. In the past, critics have often portrayed the CNE as dominated by the
Chévez government and questioned the outcome of elections. Intheaftermath of the
“No” win, some opposition politicians claimed that the reform was defeated by a
much larger margin. But opposition leaders, including Manuel Rosales of the UNT,

“ Conferencia Episcopal Venezolana, “Exhortacion de los obispos sobre la reforma
constitucional,” October 19, 2007, available at
[http://www.cev.org.ve/noticias_det.php?id=266]

“2 “Foro por la Vida introduce accién de inconstitucionalidad de la propuesta de reforma
ante el TSJ,” Comunicado de Prensa, Foro por la Vida, Caracas, November 15, 2007,
available at
[http://www.derechos.org.ve/actualidad/comunicados/comu_prensa.2007/recursoreform
ahtml]
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agreed with the CNE’s numbers, which are listed on the electora body’s website
down to the level of each voting site and table.*®* Such level of transparency should
increase confidence that Venezuela can conduct free and fair elections.

Nevertheless, while many observerslauded the CNE for the conduct of thevote
on election day, government critics still claim that during the electoral campaign the
CNE sided with the government on many decisions, and did nothing to stop the
government from using its considerabl e resources to fund the campaign in favor of
the reform. For example, Caracas was blanketed with propaganda in favor of the
reform. The CNE was also widely criticized, including by the non-governmental
Venezuelan domestic election observer group Electora Eye, for the several hour
delay in releasing the vote results, which contributed to increased tension across the
country until the vote was announced.

The win of the “No” vote could result in more independent debate with the
National Assembly, with morelegislatorsfeeling safer to question thegovernment’s
projects and proposals. In particular, the role of the small Podemos party and its
leader Ismagel Garcia has been elevated and will likely promote |egitimate debate in
the legidative body. The rejection of the reform also elevated the potential future
political role of former Gen. Rall Baduel, a former close supporter of President
Chavez, who reportedly is close with the Podemos party.

For opposition parties such as the center-left UNT and center-right Primero
Justicia, the rejection of the reform demonstrates that they can oppose the Chavez
government at the ballot box and win. Going forward, however, itisobviousthat the
margin wasvery slim, and that just asmall shift of votes—lessthan 60,000 for Block
A and about 85,000 for Block B —would have reversed theresults. Observers assert
that victory by such aclose vote suggests that the opposition will need to be unified
and work with other former Chévez supporters such as Podemos to attract more
electoral support. The next electoral races will take place in October 2008 when
regiona and state elections will be held, and in December 2010 when national
elections will be held for the National Assembly

For President Chévez, while thereferendum vote was hisfirst electoral loss, he
still wields considerable power as President. While initially conciliatory in his
remarks following the defeat of the referendum, the President subsequently spoke
disparagingly of those Chavistas who abstained and vowed to continue effortsto get
the congtitutional reforms approved. Moreover, observers point out that Chavez
could enact a number of the reform proposals by decree or through the regular
legiglative process since he still has the support of most of the National Assembly.
Some of the more controversial proposals, however, including the elimination of
presidential term limits, can only be changed through the constitutional reform
process spelled out in the current constitution, which includesthe avenue of using an
elected Constituent Assembly.

A key decision for President Chévez will be how he proceeds politically in the
aftermath of the defeat of the constitutional reform. In the past, the President has

“3 The CNE' swebsite is available at [http:www.cne.gov.ve/].



CRS-25

resorted to harsh political rhetoric and polarization to win at the ballot box, and
ensure his popular support. The defeat of the referendum, however, could be asign
that such hardline tactics may no longer be as successful. Some observers think that
the defeat could cause Chavez to use more pragmatic political tactics that would
appeal to moderate Chavistas and those supporters that abstained in the 2007
referendum. Such an approach might enable the President to regain strong popul ar
support, or enough support to again attempt efforts to achieve passage of
constitutional reformsin thefuture, particularly the elimination of presidential term
limits. Other observers contend that it is unlikely that Chavez will refrain from
hardline tactics to enact his radical agenda, especialy given now that he is term
limited until early 2013. Such a strategy of continued polarization, however, could
be counterproductive for the President at the ballot box if it alienates moderate
Chavistas. Moreover, at this juncture, the government’s attempt to impose any
unpopular policy that affects civil rights or the state of democracy risks triggering
widespread street protests by an energized student movement and the political
opposition.

Political Developments in 2008

In January 2008, Chavez again floated the idea of another attempt at a
constitutional reform amendment in 2010 that would allow himtobere-elected again
in December 2012, but such a move would be controversial given the defeat of the
government’ s constitutional reform package in December 2007. It would also have
to beaninitiative proposed by signatures of 15% of the el ectorate that would be then
subject to a referendum.*

In 2008, the V enezuel an government has moved forward with nationalizations
in key industries. In March 2008, the government nationalized two food companies
maintaining that the takeover would improve production and distribution and help
resolve food shortages. In early April 2008, President Chévez announced the
nationalizations of the cement industry — which involves taking majority sharesin
Mexican, French, and Swiss companies operating in Venezuela, —and the country’s
largest steel maker, Sidor, an Argentine-controlled unit of the Luxembourg-based
company Ternium. Venezuelan officials maintain that the cement nationalizations
were justified because the companies were producing below capacity and exporting
too much, while the steel company had been bogged down in a labor dispute and
criticized the company for exploiting workers.” Other observers have criticized the
nationalizationsasan attack onthe private sector, and asaattempt by the government
to improve the President’ s popul arity.*

“41an James, “Chavez Looksto New Vote,” Associated Press Newswires, January 13, 2008;
“Chévez Revertsto Indefinite Election,” Latinnews Daily, January 14, 2008.

4 “\Venezuela Country Report,” Economist Intelligence Unit, April 2008; James Suggett,
“Venezuelan Steel Company to be Nationalized in Wake of Labor Conflict,”
Venezuelanalysis.com, April 10, 2008.

%6 “\/enezuela Economy: Cement Grab,” EIU ViewsWire, April 8, 2008.
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In early June 2008, Chévez rescinded a decree that he had made days earlier
overhauling the country’s intelligence polices. Human rights groups and legal
scholars had strongly criticized the extensive decree, maintaining that it would force
citizens to inform on one another in order to avoid prison terms and would force
judges to cooperate with intelligence services.

President Chavez’ s popularity has declined in 2008 with such problemsashigh
crime rates, food shortages, and inflation contributing to the decline. Some reports
in March 2008 maintained that support for his government had dropped to aslow as
34%, while more recent reports maintain that his popularity is around 50%
(compared to December 2006 when he was re-elected with 63% of the vote).

November 2008 State and Local Elections. Looking ahead, state and
municipal elections are scheduled to be held on November 23rd this year, which
could be a significant test for the political strength of President Chavez and the
opposition. Chavez hasmoved to unite hissupportersinto asingle party —the United
Socialist Party of Venezuela (PSUV) — which was inaugurated in January 2008,
although several partiesthat had supported Chavez in the past declined to join. The
PSUV held primary elections around the country on June 1, 2008, to select
candidates, although the process has been criticized for alack of transparency. The
vote aso sparked protestsin several states, with some PSUV members maintaining
that the candidacies were pre-determined.*

The opposition as well appears to be having some difficulty in unifying and
selecting candidates even though they signed an accord that they would ultimately
agree on asingle date of candidates so as not to split the opposition vote. Currently
the opposition includes newer parties such as Justice First, Project Venezuela, and
A New Era(Un Nuevo Tiempo, UNT); leftist partiesthat defected from the Chavista
coalition such as the Movement toward Socialism (MAS) and Podemos, and the
traditional political parties from the past such as Democratic Action (AD) and the
Socia Christian Party (COPEI).*®

Some observers fear that the opposition could squander an opportunity to
challengethe government effectively in the November 2008 el ectionsby not unifying
behind asinglelist of candidates.>® One of the major problems for the oppositionis

47 Simon Romero, “ Chavez Suffers Military and Policy Setbacks,” New York Times, June
8, 2008, and “Chavez Decree Tightens Hold on Intelligence,” New York Times, June 3,
2008.

8% Crime, Inflation Erode Chévez Govt’ sPopularity,” ReutersNews, March 19, 2008; “ Poll
Shows Support for VV enezuel an Government Drops,” BBC Monitoring Americas, March 26,
2008; Tyler Bridges, “Chévez Boosting His Loyalist Candidates,” Miami Herald, June 1,
2008.

49 “\enezuela: Power Struggle,” Economist Intelligence Unit — Business Latin America,
June 23, 2008.

“\V enezuel a: Opposition Disarray Hurts Electoral Hopes,” Oxford Analytica, July 1, 2008.

*! ‘Time Running Out for the Opposition,” Latin American Andean Group Report, July
(continued...)
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that the Venezuelan government’s comptroller general has disqualified 272
individuals (down from almost 400 originally disgqualified) from running for office,
purportedly for casesinvolving the misuse of government funds.>* There are several
challenges to Venezuela's Supreme Court that the comptroller general’s action
violates the Constitution, but the court would need to decide on these challenges
before the August 5-12, 2008 period when candidates need to register in order to
compete in the November elections.

The Venezuelan government maintains that the majority of those disqualified
arefrom theranks of theits own supporters,> although thelist includes several high-
profile opposition candidates. According to Jennifer McCoy of the Carter Center,
there is a perception that popular opposition candidates are being disqualified in
order to prevent true competition with government-sponsored candidates.> Among
those excluded is Leopoldo Lépez, the popular mayor of Chacao, who is seeking to
run for mayor of al Caracas. Some members of the opposition are drawing
international attention to the government’ s actions, and have launched a complaint
at the Inter-American Commission on Human Rights.

While there have been street demonstrations in Venezuela against the
government for itsactions, it isunclear what the oppositionwill doif the government
does not allow the opposition candidates to compete for office. Some opposition
parties want to decide on new nominees, while others want to continue pressing the
government to let the disqualified candidates run. However it plays out, anaysts
maintainthat the opposition will likely gainlessthan athird of the governorshipsand
municipal positionsthat are being contested.>

At this juncture, President Chavez appears to be focusing on measures to
combat issues that have eroded his popular support, including high crime, food
shortages, unemployment, and housing shortages. It remains to be seen, however,
whether the government will be able to tackle these problems effectively in a way
that will increase his popular support. Other recent policy reversals by President
Chévez — such as his cal in early June for the Revolutionary Armed Forces of
Colombia (FARC) to lay down its arms and release all hostages, and a statement in
early July that he hopes to renew antidrug cooperation with the United States— can
also be viewed as an attempt by Chavez to moderate his behavior ahead of the
November elections. Beyond this November, the next key political test at the polls
will likely be in 2010 when the National Assembly is up for election.

*L (...continued)
2008.

2 “| nhabilitaciones a Politicos en Venezuela Se Reducen de 400 a 272,” Agence France-
Presse, July 11, 2008.

%3 Embassy of the Bolivarian Republic of Venezuela, “ Fact Sheet, Myths and Realities of
the Disqualifications from Holding Public Office,” July 17, 2008.
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Human Rights Concerns

In addition to concerns about some of the constitutional amendments proposed
in 2007, human rights organizations and U.S. officials have expressed concerns for
several yearsabout the deterioration of democraticinstitutionsand threatsto freedom
of speech and press in Venezuela under the Chavez government. The State
Department’ sMarch 2008 human rightsreport stated that V enezuela shuman rights
situation continued to be characterized by “politicization of the judiciary,” and
“official harassment of the media and of the political opposition.”*

At the same time, however, a mgjority of Venezuelans, amost 60%, express
sati sfaction with how democracy intheir country isworking, accordingto a2007 poll
by Latinobarémetro, afar greater percentagethanin most L atin American countries.
The defeat of President Chéavez's constitutional reform amendments in December
2007 by aclosemargininalargely free and fair process demonstrated the legitimacy
of the voting process in many observers eyes.

In March 2007, the Inter-American Commission on Human Rights (IACHR)
issued a statement expressing concern about the human rightssituation in Venezuela
and appealing to the government to allow an IACHR representative to visit the
country. The Commission stated that in the last years it “has observed a gradual
deterioration of the constitutional order that has compromised the full enjoyment of
human rights” and expressed concern about freedom of expression in the country.*®
In its 2007 annual report, the Inter-American Commission on Human Rights
highlights the difficulties that human rights defenders face in Venezuela, including
attacks and threats on their life, and other obstacles such as public discrediting by
state officials.”

Some observersareconcerned that Chévezisusing hispolitical strengthto push
toward authoritarian rule. Human Rights Watch maintains that the Chavez
government dealt a severe blow to judicial independence by packing the Supreme
Court with his supporters under a new law that expanded the court from 20 to 32
justices. Since 2004, according to Human Rights Watch, the packed Court hasfired
hundreds of provisional judges and granted to permanent judgeshipsto about 1,000
others.® The Chévez government enacted abroadcast medialaw in December 2004
that could allow the government to restrict news coverage that is critical of the
government, whilein March 2005 it amended Venezuela scriminal codeto broaden
laws that punish “disrespect for government authorities.” The IACHR and human
rights groups such as the Committee to Protect Journalists, Reporters Without

% See the full report at [http://www.state.gov/g/drl/rls/hrrpt/2007/100657.htm].

" “The Latinobarémetro Poll, A Warning for Reformers,” The Economist, November 15,
2007

%8 Inter-American Commission on Human Rights, “The Inter-American Commission on
Human RightsAppealsToBeAllowed To Visit Venezuela,” PressRelease, March 9, 2007.

% Organization of American States, “ Annual Report of the Inter-American Commission on
Human Rights 2007,” December 29, 2007.

€ Human Rights Watch, World Report 2008.
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Borders, and the Inter-American Press A ssoci ation maintain that these measureshave
restricted freedom of expression, with newspapers and broadcasters practicing self-
censorship. (Also see“RCTV Closure and Public Reaction” above.)

Human rights groups and the Bush Administration have criticized Venezuela' s
charges against four leaders of the Venezuelan civic group Simate (Join Up) for
accepting U.S. foreign assistance for a program to encourage citizen participationin
the presidential recall referendum. The four, including Maria Corina Machado who
met with President Bush in May 2005, are charged with conspiracy and treason. The
State Department’s March 2008 human rights report noted the trial of leaders was
indefinitely postponed in 2006.

With regard to religious freedom, the State Department human rights report
maintained that the V enezuelan government generally respects the right of freedom
of religion, but noted some concerns. Accordingtothereport, President Chavez used
political rhetoric to engage in political attacks on specific Catholic bishops in
Venezuela, and warned the bishops not to comment on political issues. More
recently, Catholic Church officialscriticized thegovernment for reportedly financing
anew Reform Catholic church that adopts many Catholic rites, but solidly supports
Chéavez' s Bolivarian revolution.* The State Department human rights report also
maintained that President Chavez, aong with other government officials, and
government-affiliated media made numerous anti-Semitic comments. Moreover,
according to the report, there was a reported rise in anti-Semitic vandalism,
caricatures, intimidations, and physical attacksagainst Jewish institutionsduring the
year. In December 2007, Jewish leaders in Venezuela and abroad condemned an
armed policeraid, in search of weapons, on a Jewish center in Caracas. Anearlier
armed police raid on the center’s school occurred in 2004, but in neither case were
weapons found.

Trafficking in Persons. Venezuelahad been on the State Department’ s Tier
3 list for trafficking in persons from 2004 through 2007, which meant that the
government was categorized asonethat hasfailed to make significant effortsto bring
itself into compliance with the minium standards for the elimination of trafficking
inpersons. Inthe State Department’ s June 2008 Traffickingin Persons(TIP) Report,
however, Venezuela was upgraded to the Tier 2 Watch List category because the
government was judged to be making significant efforts to combat trafficking in
persons. According tothe TIPreport, Venezuelaisasource, transit, and destination
country for men, women, and children trafficked for sexual exploitation and forced
labor. The report noted that the government showed greater resolved to address
trafficking through law enforcement and prevention measures. According to the
report, Venezuela was placed on the Tier 2 Watch List because it failed to provide
evidence of increasing efforts to protect and assist trafficking victims.? (Also see
CRS Report RL33200, Trafficking in Personsin Latin America and the Caribbean,
by Clare Ribando Seelke.)

61 Casto Ocando, “ Chévez-linked Church Decried,” El Nuevo Herald, June 29, 2008.

2U.S. Department of State, “ Trafficking in Persons Report,” June 4, 2008. See the report
at [http://www.state.gov/g/tip/rls/tiprpt/2008/].
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Economic Conditions

Venezuela s major economic sector ispetroleum, which accountsfor one-third
of its gross domestic product and 80% of exports. The country is classified by the
World Bank as an upper middle income devel oping country because of itsrelatively
high per capitaincome of $6,070 (2006).

Despite the country’s oil wealth, economic conditions in the country
deteriorated in the 1990s. The percentage of Venezuelansliving in poverty (income
of lessthan $2 aday) increased from 32.2% to 48.5% of the popul ation between 1991
and 2000, while the percentage of the population in extreme poverty (income of less
than $1 aday) increased from 11.8% in 1990 to 23.5% in 2000.% In 2002-2003, the
country’s political instability and polarization between the government and the
opposition contributed to a poor investment climate, capital flight, and declinesin
GDP. Thenational strikeorchestrated by the opposition from late 2002 to early 2003
contributed to acontraction of the national economy by almost 9% in 2002 and 7.7%
in 2003.

Since 2004, however, the economy hasrebounded, with agrowth rate over 18%
in 2004 and 10.3% in 2005 and 2006, fueled by the windfall in international oil
prices. Growthin 2007 slowed to 8.4%, and isforecast to be 5.2%in 2008.%* Strong
economic growth has all owed the Chavez government to move ahead with economic
goalsthat fitinto his“Bolivarianrevolution.” Theseincludetheexpansion of astate-
led development model, land reform, renegotiation of contracts with large foreign
investors (especially in the petroleum sector), the restructuring of operations at the
state oil company, and diversification of trade and investment partners. The
government has nationalized anumber of enterprises, including tel ecommunications,
electricity, and food companies, and this year announced the nationalization of
cement companies, the country’s largest steel company, sugar plantations, a dairy
products company, and a cattle estate.

Beginning in 2003, the government began implementing an array of socia
programs and services known asmissions. Asaresult of the booming economy and
increased social spending, poverty ratesin Venezuelahave declined, from 48.6% in
2002 to 30.2% in 2006, with extreme poverty falling from 22.2% to 9.9% over the
same period.®

Despite the country’s economic growth and progress in reducing poverty,
Venezuela s economy is experiencing significant problems, such as shortages of
basic food staples and high levels of inflation that are eroding purchasing power. In
2007, the inflation rate at year’s end reached 22.5%, the highest in Latin America,

& World Bank, “Venezuela Country Brief,” August 2004.
6 “V enezuela Country Report,” Economist I ntelligence Unit, July 2008.

5 U.N. Economic Commission for Latin America and the Caribbean, Social Panorama of
Latin America, 2007, November 2007.
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whilethe forecast for 2008 is 35%.% In January 2008, the government introduced a
new currency, the bolivar fuerte (strong bolivar), that eliminated three zeroes from
the bolivar and was intended in part to stem high inflation rates, but inflation has
continued to increase monthly. Shortages of basic staples such as milk, sugar, and
eggs worsened in 2007 as aresult of price controls that stifled local production. In
response, the government hasraised price caps on basic food items, and nationalized
alarge dairy company and a food distribution company that were incorporated into
asubsidiary of the Venezuelan oil company, PAVSA. The policies have reportedly
worked to help ease shortages for some staples, but not all.*’

Venezuela's Social Missions®®

Asnoted above, Venezuelaisusing windfall oil profitsto boost social spending
and programs to fight poverty. Beginning in 2003, the Ch&vez government began
implementing an array of social programs and services known as misiones, or
missions.

The popularity of the missions was instrumental to President Chévez's
reelection in December 2006 and has been a major factor in the President’ s support
among the poor. A key characteristic of the missions is that they are generally
deinstitutionalized, functioning primarily through aparallel system that isnot apart
of the bureaucratic apparatus of the state. The missions have been funded through
thegovernment’ scentral budget and allocationsby PdV SA. Some observerscontend
that the work of the missions should be integrated into existing ministries and
institutions of the Venezuelan government in order to improve administration and
oversight.*®

Therearecurrently some 20 social missionsinVenezuela, coveringawidearray
of services in the fields of education, health, nutrition, the environment, sports,
culture, housing, and targeted programs for indigenous rights and servicesfor street
children and adolescents.”

In the education field, the Mision Robinson constitutes a national literacy
campaign, with the government reporting that over 1.5 million Venezuelans have
learned to read and write since the program began in 2003.” The Mision Robinson
2 focuses on adultsin need of primary school education, particul arly those who have
just learned how to read and write through the Mision Robinson. According to

% “Venezuela Country Report,” Economist Intelligence Unit, July 2008, p. 7.
67« A Funny Way to Beat Inflation—V enezuela sEconomy,” The Economist, June 21, 2008.

% This section was originaly written by Nelson Olhero, a Research Associate in the CRS
Foreign Affairs, Defense, and Trade Division in 2007.

8 “V enezuela Country Profile 2007,” Economist Intelligence Unit, p. 18.

™ For background on the various missions, see the Venezuelan government’s website at
[http://www.misionesbolivarianas.gob.ve/].

" See the government’s website on the Misiéon Robinson at [http://www.misiones
bolivarianas.gob.ve/misiones/mision-robinson.html].
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government figures, between 2003 and 2006, over 1.2 million people were enrolled
in the mission’s primary school education program.” The Misién Ribas provides
adult Venezuelans who never finished high school the opportunity to obtain a
secondary education. The Misién Sucre has established state-run university villages
in order to provide opportunities to attend university to those who were previously
excluded fromthe higher educational system. Theseuniversitiesareespecially geared
tothose studentswho compl eted their secondary education throughthe Mision Ribas.

In the hedth field, the Misién Barrio Adentro (Inside the Neighborhood
Mission) consists of free hedth care clinics in historically marginalized areas
throughout the country that are staffed primarily by Cuban medical personnel. The
medical personnel live in the barrios and make home visits to those who are too il
to visit the community health clinics. The government intends to gradually replace
many of the Cuban doctorswith Venezuelan doctors. Although thereweremorethan
20,000 Cuban medical personnel serving in'Venezuela supporting the mission, over
the past year thousands reportedly have left, leaving about 15,000; as a result, a
number of the clinicsreportedly have closed.” A July 2006 report published by the
Pan American Heath Organization showed that the mission has had a positive
impact on the health of Venezuela' s poor. The report maintains that there has been
areduction in child mortality from diarrhea and pneumonia since the mission began
operating and that medical consultations performed by the missionin 2004 and 2005
saved over 18,000 lives.”™ A related health mission, the Misién Milagro (Miracle
Mission), provides free eye care clinics and eye surgery.

Intheareaof nutrition, Mision Mercal attemptsto ensurethat poor Venezuelans
obtain staple foodstuffs. The key component of the mission is the state-run Mercal
supermarket and grocery store chain, where prices are subsidized by the government
up to 40% less expensivethan el sewhere.”™ Thismission alsoincludes soup kitchens
that provide daily free meals and a service by which foodstuffs and meals are
delivered to the homes of those living in extreme poverty. The government claims
that the mission has been successful by pointing to the fact that over 47% of
Venezuelans shop at Mercal™ and that over nine and a half million people have
benefitted from the Mercal Mission in some way.”’

2 See the government’s website on the Mision Robinson 2 at [http://www.misione
bolivarianas.gob.ve/misiones/mision-robinson-2.html].

3 Phil Gunson, “V enezuela Struggles with Doctor Shortage,” Miami Herald, February 12,
2007.

“Mission Barrio Adentro: The Right to Health and Social Inclusion in Venezuela,” Pan
American Health Organization, July 2006, pp. 82 and 107-112.

® Indira A.R. Lakshmanan, “Critics Slam Venezuelan Oil Windfall Spending,” Boston
Globe, August 13, 2006.

6 “ Chévez Reaches Out with Bolivarian Missions,” NPR, Weekend Edition, December 3,
2006.

" See the government's website on the Mision Mercal at [http://www.misiones
bolivarianas.gob.ve/misiones/mision-alimentacion.html]
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Someobservershavepraised themissionsfor constituting anintegrated package
of poverty-reduction measures that address the various conditions associated with
poverty, representing a holistic approach to poverty-reduction. The missions are
viewed by some as a potentially more effective alternative to simple cash transfers,
which have been the primary basis for poverty-aleviation programs in Latin
America.  Some critics of the missions, however, maintain that they focus on
aleviating the harsh conditions associated with poverty rather than addressing the
structural rootsof the problem. They maintain that the missionsare paternalistic and
create a dependency on the state among the poor, without providing solutionsto lift
people out of poverty permanently. Some critics question the sustainability of the
missions since they are funded primarily from oil revenues. They argue that the
missions will likely disappear or be cut back significantly if oil revenue declined.”

U.S. Policy

Overview of U.S.-Venezuelan Relations

The United States traditionally has had close relations with Venezuela, the
fourth major supplier of foreign oil to the United States, but there has been
significant friction with the Chavez government. Tensions in relations turned
especialy sour in the aftermath of President Chavez’s brief ouster from power in
April 2002. Venezuelaalleged U.S. involvement in the ouster, while U.S. officials
repeatedly rejected charges that the United States was involved.

Over the past severa years, U.S. officials have expressed concerns about
human rights, Venezuela's military arms purchases (largely from Russia), its
relations with Cuba and Iran, and its efforts to export its brand of populism to other
Latin American countries. Declining Venezuelan cooperation on antidrug and
antiterrorism efforts also has been a U.S. concern. Since 2006, the Department of
State has prohibited the sale of defense articlesand servicesto Venezuel a because of
lack of cooperation on antiterrorism efforts. In the aftermath of Colombia’s March
1, 2008 bombing of aFARC camp in Ecuador that killed theterrorist group’ s second
in command, captured laptops contained files potentialy linking the Venezuelan
government with efforts to support the FARC. Inaturn of events, on June 8, 2008,
President Chavez publicly urged the FARC to end its armed struggle, and release dl
hostages.

While strong political rhetoric from both U.S. and Venezuelan officialsin the
2002 to 2006 period contributed to elevated tensionsin U.S. relations, the tenor of
U.S. political rhetoric appearsto have changed since the second half of 2006. When
Chévez spoke disparagingly of President Bush at the United Nations in September
2006, U.S. officias refrained from responding to those personal attacks. Likewise,
when President Chavez led an anti-American raly in Argentina in March 2007
during President Bush'’s visit to Brazil and Uruguay, President Bush ignored the

® Indira A.R. Lakshmanan “Critics Slam Venezuelan Oil Windfall Spending,” Boston
Globe, August 13, 2006; José Orozco, “With ‘Misiones,” Chavez Builds Support Among
Venezuela' s Poor,” WorldPoliticsWatch, December 10, 2006.
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tauntsand U.S. officials emphasized that they wanted to focus on a positive agenda
of U.S. engagement with Latin America

Today, U.S. policy toward Venezuelaappearsto beto refrain from getting into
any unneeded conflicts or spats with President Chéavez, and instead to focus on a
positive U.S. agenda for the hemisphere while at the same time being open to
constructive cooperation with Venezuela on issues of mutual concern. Assistant
Secretary of State for Western Hemisphere Affairs Tom Shannon stated in July 17,
2008 congressional testimony that “we remain committed to a positive relationship
with the people of Venezuelaand have the patience and the persistence necessary to
manage our challenging relationship.” Shannon pointed out in his testimony that
Venezuela “for the first time in many years, expressed a willingness to explore
improved relationswith the United States,” including counter-drug cooperation, and
that “we have told Venezuela that we would like to explore this diplomatic
opening.” "

Tensions Increase in 2005. Administration officials voiced increasing
concern about President Chévez in 2005, and tensionsincreased in U.S.-Venezuelan
relations, with elevated rhetoric on both sides. 1n both March and September 2005,
State Department officials testified to Congress that President Chavez' s “ efforts to
concentrate power at home, his suspect relationship with destabilizing forcesin the
region, and his plansfor arms purchases are causes of major concern.” They asserted
that the United States “will support democratic elements in Venezuela so they can
fill the political space to which they are entitled.”® Then Secretary of Defense
Donald Rumsfeld expressed concerns in March about Venezuela's plan to buy 10
military helicopters and 100,000 AK-47 rifles from Russia and questioned why
Venezuela needs the weapons.® U.S. officials have also expressed concerns about
Venezuela s plans to buy patrol boats and military transport aircraft from Spain as
well asadecision by Venezuelain April 2005 to cancel aU.S.-Venezuelan bilateral
military exchange program.

OnMay 31, 2005, President Bush met with MariaCorinaM achado, thefounder
of Simate, aVenezuelan civic group that wasinvolved in the signature drive for the
August 2004 recall referendum. The meeting exacerbated the already tense U.S.-
Venezuelan bilateral relations. Machado is facing charges in Venezuela for
conspiring against the government by accepting U.S. funding from the National
Endowment for Democracy for Simate's activities leading up to the recall
referendum. U.S. officials and some Members of Congress have strongly defended

" Testimony of Thomas A. Shannon, Assistant Secretary of State for Western Hemisphere
Affairs, hearing on “Venezuela: Looking Ahead,” House Committee on Foreign Affairs,
Subcommittee on the Western Hemisphere, July 17, 2008.

8 House International Relations Committee, Subcommittee on the Western Hemisphere,
Hearing on “The State of Democracy in Latin America,” Testimony of Roger F. Noriega,
Assistant Secretary of State for Western Hemisphere Affairs, March 9, 2005; Hearing on
“Keeping Democracy on Track: Hotspots in Latin America,” Testimony of Charles A.
Shapiro, Principal Deputy Assistant Secretary of State, September 28, 2005.

81 Todd Benson, “Rumsfeld in Brazil, Criticizes Venezuela on Assault Rifles,” New York
Times, March 24, 2005.
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the NED’ sactivitiesinVenezuelaand have criticized the Venezuelan government’ s
efforts to intimidate the leaders of Sumate. (See U.S. Funding for Democracy
Projects, below.)

In early August 2005, Venezuela suspended its cooperation with the U.S. Drug
Enforcement Administration (DEA) becauseit alleged that DEA agentswere spying
on Venezuela. U.S. officials asserted that the accusations were “baseless and
outrageous’ but also indicated that the United States would like to improve U.S.
relationswith VVenezuelaand reverse the negative trend inrel ations over the past few
months.®

While traveling in South America in August 2005, then Secretary of State
Donald Rumsfeld asserted that “there certainly is evidence that both Cuba and
Venezuelahavebeeninvolvedinthesituationin Boliviain unhel pful ways.”® Some
Members of Congress, such as Senator Arlen Specter, reportedly called for the
Secretary to tone down his rhetoric.** Specter met with President Chévez and
Venezuelan ministers in mid-August 2005 to discuss cooperation on drug
interdiction. Subsequently, on September 15, 2005, President Bush designated
Venezuelaasacountry that has*“failed demonstrably during the previous 12 months
to adhere to their obligations under international counternarcotics agreements.” At
the same time, the President waived economic sanctions that would have curtailed
U.S. assistance for democracy programsin Venezuela. (Also see Counternarcotics
Cooperation below.)

On August 22, 2005, the comments of TV evangelist Pat Robertson that the
United States should “assassinate” Chévez evoked a strong response from
Venezuelan officials and from many U.S. policymakers. The State Department
responded by labeling Robertson’s comments as “inappropriate.”® (For further
information ontheU.S. prohibition agai nst assassi nation, see CRS Report RS21037,
Assassination Ban and E.O. 12333: A Brief Summary, by Elizabeth B. Bazan.)

In testifying to Congress on November 17, 2005, the new Assistant Secretary
of State for Western Hemisphere Affairs Thomas Shannon asserted that thereis“a
growing hemispheric and international consensusthat democracy in Venezuelaisin
grave peril.” He stated that the United States was working multilaterally and
bilaterally with Latin American and European nations to support Venezuelan civil
society, speak out against abuses of democracy, and hold Venezuela accountable to
its commitments under the Inter-American Democratic Charter. He described U.S.
funding for democracy projects in Venezuela as “working to preserve political and

8|_auren Monsen, “ United StatesHopesfor Improved Cooperation,” Washington File, U.S.
Department of State, August 19, 2005.

8 Josh White, “Rumsfeld in Latin America, Voices Democracy Concerns,” Washington
Post, August 17, 2005.

8 Holly Yeager, “Senator Takes Rumsfeld to Task Over Chavez Criticism,” Financial
Times, August 20, 2005.

& U.S. Department of State, Daily Press Briefing, August 23, 2005.
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civic space for increasingly at-risk groups.”® Reflecting an escalation of the
Venezuelan President’ s harsh rhetoric, Chévez responded to Shannon’s comments
by calling President Bush a “crazy, genocidal killer.”®’

U.S. reaction to the V enezuel an el ections on December 5, 2005, wasrestrained,
with a State Department spokesman indicating that United States would wait until
the OAS and EU observers make their reports. Nevertheless, the State Department
did point to the high voter abstention rate in the election and maintained that it
reflected “a broad lack of confidence in the impartiality and transparency of the
electoral process.”® (There was a 75% abstention rate in the December legislative
election, compared to an abstention rate of 44% inthelast legidative electionin July
2000, which occurred at the same time that voters elected a president and state and
local officials.®)

Relations in 2006. U.S.-Venezuelan relations continued to be tensein 2006,
with several incidents and rhetoric exacerbating the poor state of relations. On
February 2, 2006, then Secretary of Defense Donald Rumsfeld compared President
Chavez to Adolf Hitler in terms of someone who was elected legally and then
consolidated power.*® Chévez responded by referringto President Bush asHitler and
as a madman, with plans to invade Venezuela. On February 2, 2006, President
Chévez announced that his government would expel aU.S. naval attache for spying,
which U.S. officials strongly denied. In response, the United States expelled a
Venezuelan diplomat based in Washington.

Administration testimony before Congress in February 2006 highlighted U.S.
concern about Venezuela s foreign relations. In February 16, 2006 congressional
testimony, Secretary of State Condoleezza Rice stated that one of the biggest
problems for the United States in Latin America was Venezuela, which she
characterized as “attempting to influence its neighbors away from democratic
processes.” Secretary Rice also expressed concerns about Venezuela srelationship
with Cuba, describing it as “a particular danger to the region,” and also referred to
both countries as Iran’s “sidekicks’ in reference to those countries votes in the
International Atomic Energy Agency against reporting Iran to the U.N. Security
Council over its uranium enrichment program.®* Also in February 2006
congressional testimony, Director of Nationa Intelligence John Negroponte

% House International Relations Committee, Subcommittee on the Western Hemisphere,
Hearing on Democracy inVenezuela, Statement by Asst. Sec. of State ThomasA. Shannon,
November 17, 2005.

87 “Venezuela: Chavez Respondsto Shannon’s Criticism,” Latinnews Daily, November 18,
2005.

8 U.S. Department of State, Daily Press Briefing, December 5, 2005.
8 « State Department Holds Fire on Election Result,” Latinnews Daily, December 6, 2005.

©“Donald H. Rumsfeld Delivers Remarks at the National Press Club,” CQ Transcriptions,
February 2, 2006.

> House International Relations Committee, Hearing on the Fiscal Y ear 2007 International
Affairs Budget, Testimony of Secretary of State Condoleezza Rice, February 16, 2006.



CRS-37

expressed concern that President Chéavez “is seeking closer economic, military, and
diplomatic ties with Iran and North Korea.” %

In April 2006, the State Department issued its annual Country Reports on
Terrorism, which asserted that “Venezuela virtually ceased its cooperation in the
global war on terror, tolerating terroristsin its territory and seeking closer relations
with Cubaand Iran, both state sponsors of terrorism.” Thiswasfollowed up in mid-
May 2006, with a State Department announcement that, pursuant to Section 40A of
the Arms Export Control Act, it wasprohibiting thesaleor license of defensearticles
and servicesto Venezuelabecause of itslack of cooperation on antiterrorism efforts.
The State Department asserted that the determination was based on V enezuela snear
lack of antiterrorism cooperation over the last year, citing its support for Iragi
insurgents and Iran’s development of nuclear capabilities, the country’s status as a
safe haven for Colombian and Basgue terrorist groups, and its effort to derail
hemispheric efforts to advance counter-terrorism policies in the OAS. In July 13,
2006, congressional testimony, the State Department’ s Principal Deputy Coordinator
for Counterterrorism, Frank Urbancic, asserted that Venezuelan travel and
identification documentsare easy to obtain for personsnot entitled to them, including
non-Venezuelans, and maintained that the United States was detaining increasing
numbersof third-country aliensat itsborderscarrying falsified or fraudulently issued
Venezuelan documents.

On August 18, 2006, U.S. Director of National Intelligence John Negroponte
announced the establishment of the position of Mission Manager for Cuba and
Venezuela responsible for integrating collection and anaysis on the two countries
acrossthe Intelligence Community. Venezuelan officiasresponded that they would
reconsider signing an anti-drug cooperation agreement negotiated between the two
countries. Press reports in June and July had indicated that the two countries were
on the verge of signing such an agreement.

In speaking before the U.N. General Assembly on September 20, 2006,
President Chavez strongly criticized U.S. foreign policy and spoke pejoratively of
President Bush. President Chévez repeatedly referred to President Bush as the
“Devil” and asserted that “the hegemonic pretension of U.S. imperialism ... puts at
risk the very survival of the human species.”*

In response to President Chévez’'s comments, Secretary of State Condoleezza
Rice maintained hisremarks“were not becoming of ahead of state,” whilethen U.S.
Ambassador to the United Nations John Bolton said that the Administration would

%2 Senate Select Intelligence Committee, Hearing on World Wide Threats, Testimony of
Director of National Intelligence John Negroponte, February 2, 2006.

% House International Relations Committee, Subcommittee on International Terrorismand
Nonproliferation, Hearing on “Venezuela: Terrorism Hub of South America?,” July 13,
2006.

% “\enezuela s Chavez Says World Faces Choice Between U.S. Hegemony and Survival,”
Venezuelanalysis.com, September 20, 2006 [includes transcript of President Chavez's
speech before the U.N. General Assembly].
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“not address this sort of comic-strip approach to international affairs.”® State
Department spokesman Tony Casey said that he would “leave it to the Venezuelan
peopleto determine whether President Chavez represented them and presented them
in away they would have liked to have seen.”*® President Chavez’ s remarks at the
U.N. were not thefirst time that the V enezuel an president has spoken disparagingly
of President Bush or other U.S. officialsor criticized U.S. policy. Heroutinely refers
to President Bush as a “donkey,” “Mr. Danger,” or other pgjorative terms.”” U.S.
officials appear largely to have refrained from responding to such personal charges
or criticismsleveled by President Chavez and instead have focused on the negative
aspects of his policies, such as the status of democracy and human rights under his
government, the extent of Venezuela s military purchases, or President Chavez's
efforts to influence political events in other Latin American countries. Several
Membersof Congresscriticized President Chavez for hisanti-American rhetoricand
introduced resolutions condemning his statements, including S.Res. 607 approved
by the Senate on December 6, 2006.

In response to President Chévez's reelection on December 3, 2006, State
Department officialsinitially emphasized that the United Stateswas| ooking forward
to working with the Venezuelan government on issues of mutual concern.®
Subsequently, Assistant Secretary of State for Western Hemisphere Affairs Thomas
Shannon stated that the el ection was positivein that therewasaclear winner and that
the opposition accepted the results.®

Relations in 2007. U.S. officials continued to speak out about threats to
democracy inVenezuela, itsmilitary buildup, and other concernsin 2007. In January
11, 2007, testimony before the Senate Select Committee on Intelligence, then
Director of National Intelligence John Negroponte stated that President Chavez “is
among the most stridently anti-American leaders anywhere in the world, and will
continueto try to undercut U.S. influencein Venezuela, intherest of Latin America,
and elsewhere internationally.” Negroponte also expressed concern that the
Venezuelan leader’s military purchases and moves toward developing his own
weapons production capability areincreasingly worrisometo hisneighborsand could
fuel an armsrace in the region.

% U.S. Department of State, Secretary of State Condoleezza Rice, “Remarks After the
United Nations Security Council MeetingontheMiddleEast Process,” September 21, 2006;
Pablo Bachelet, “ Chavez Bashes Bush on U.N. Stage,” Miami Herald, September 21, 2006.

% U.S. Department of State, Daily Press Briefing, September 20, 2006.

" For example, see “President Hugo Chavez Travels the World,” Voice of America News,
September 15, 2006; “Danger, Danger George Bush,” Washington Post, August 6, 2006;
Christopher Toothaker, “U.S. Ambassador Urges Venezuelato Consider Dialogue, Leave
Insults Aside,” Associated Press, March 30, 2006; “Venezuela's Chavez Calls Bush
‘Coward’ Over Irag,” BBC WorldwideMonitoring, March 20, 2006; “Hugo Chavezto Condi
Rice: Don't Mess with Me, Girl,” Agence France Presse, February 19, 2006.

%“U.S. Gives Tepid Responseto Reel ection of Chavez,” Miami Herald, December 5, 2006.

% “Election Result in Venezuela Positive,” Agence France Presse, December 14, 2006;
State Department Briefing, Press Roundtable with Thomas Shannon, December 13, 2006.
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In February 7, 2007, testimony before the House Foreign Affairs Committee,
Secretary of State Condoleezza Rice stated that she believes “there’ s an assault on
democracy in Venezuela’ and that “the president of Venezuelais really destroying
his own country economically, politicaly.” Venezuelan Foreign Minister Nicolas
Maduro responded by saying that “no U.S. official has the morality to qualify
Venezuelan democracy or the democratic leadership of President Chéavez.”'®

President Chavez continued his tough rhetoric against the United States and
President Bush. During the U.S. President’ svisit to Latin Americain March 2007,
Chévez led araly in Argentina in which he denounced President Bush and U.S.
policy in Latin America. U.S. officials maintained that they do not want to get into
arhetorical contest with Chavez, but want to focus on a positive agenda of U.S.
engagement in Latin America. Many observerscontend that President Bush’ sMarch
trip to the region was at least in part an attempt to counter the growing influence of
President Chéavez in Latin America

Asnoted above, in the aftermath of the closing of the VVenezuelan government’s
closing of RCTV in late May 2007, the State Department issued a statement calling
on Venezuelato reverseits policiesthat limit freedom of expression.'® Secretary of
State Condoleezza Rice raised the issue on June 4, 2007, at the OAS General
Assembly Meeting in Panama, and called on the OAS to address the issue.
Ultimately, the OAS did not specificaly criticize Venezuela for its action, but
adopted aresolution calling upon members states to respect freedom of expression.

In the aftermath of the rejection of President Chévez’' s proposed constitutional
changesin December 2007, President Bush said that the*V enezuel an peopl erejected
one-manrule,” and “voted for democracy.”*® Under Secretary of State for Political
Affairs Nicholas Burns said that the vote was a “victory for the people of
Venezuela”1®

Relations in 2008. In testimony before the Senate Select Committee on
Intelligence on February 5, 2008, Director of National Intelligence Michael
McConnell maintained that the defeat of the constitutional referendum in December
2007 may slow President Chévez’'s movement toward authoritarian rule and
implementation of socialism in Venezuela, although McConnell stated that Chavez
would not abandon hisgoal of sweeping changein Venezuela. McConnell testified
that Chévez will continue to attempt to unite Latin America under his leadership
behind an anti-U.S. and radical leftist agenda, but that his |eadership ambitions are
likely to encounter growing opposition as time passes. McConnell aso noted

1001 jzaFigueroa-Clark, “Venezuelan Foreign Minister, Bishop, Slam Rice over Comments
on Venezuela” Venezuelanalysis.com, February 10, 2007.

101 y.S. Department of State, “ Statement on Closing of Venezuela's Only Independent
Television Network with Nationwide Broadcast Coverage,” Daily Press Briefing, May 29,
2007.

102 \White House, Press Conference by the President, December 4, 2007.

103 U.S. Department of State, R. Nicholas Burns, Under Secretary for Political Affairs,
“Media Roundtable in Singapore,” December 3, 2007.
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Venezuela' sincreasing relations with Iran, expressed concerns about more than $3
billion in arms purchases from Russia over the past two years, and noted growing
anxiety among Venezuela' s neighbors because of this arms build-up.

On February 10, 2008, President Chavez once again threatened to stop oil
exports to the United States, this time if ExxonMobil was successful in freezing
billions in Venezuela oil assets in a dispute over compensation for its Orinoco ail
investments. State Department officials played down the threat, pointing out that
Chévez has made the same threat in the past, but has never cut oil **

Inlight of information found on documentsfrom laptops captured by Colombian
forces during a March 1, 2008 raid on a camp of the FARC in Ecuador, some
observers, including some Members of Congress, have called on the Bush
Administration to designate Venezuela as a state sponsor of acts of international
terrorism. The Bush Administration began an inquiry on the matter of designating
Venezuelaas a state sponsor. According to press reports, the computer files appear
to link the Venezuelan government with efforts to secure arms for the FARC, and
Colombian officials maintain that the documents for the computers show that the
Venezuelan government may have channeled some $300 million to the FARC.
President Hugo Chavez and other Venezuelan officials strongly deny the
accusations.'®

Since June 2008, President Chavez has reversed policy directions in several
areas. Inearly June, hecalled for the FARC to disarm, and in early July, in ameeting
with U.S. Ambassador to Venezuela Patrick Duddy, he called for cooperation with
the United States on drug trafficking and other issues. Thiswas noted by Assistant
Secretary of State for Western Hemisphere Affairs Tom Shannon in congressional
testimony on July 17, 2008 before the House Western Hemisphere Subcommittee.
Shannon stated that Venezuela “for the first time in many years, expressed a
willingnessto exploreimproved rel ationswith the United States,” including counter-
drug cooperation, and maintained that “we have told Venezuela that we would like
to explore this diplomatic opening.”

U.S. Funding for Democracy Projects

The United States has funded democracy-related projects in Venezuela for a
number of years through avariety of programs funded by the State Department, the
U.S. Agency for International Development (USAID), and the National Endowment
for Democracy (NED).

USAID, through its Office of Transition Initiatives, has funded democracy
projects in Venezuela since 2002, with the goals of strengthening democratic
ingtitutions, promoting spacefor dialogue, and encouraging citizens' participationin

10 Benedict Mander, “ U.S. Shrugs Off Chavez Threat Over Qil,” Financial Times, February
12, 2008.

15 5ijmon Romero, “ Files Released by Colombia Point to Venezuelan Bid to Arm Rebels,”
New York Times, March 30, 2008; and Alexei Barrionuevo, “U.S. Studies Rebels Datafor
Chéavez Link,” New York Times, March 14, 2008.
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democratic processes. Transitions Initiatives (TI) funding in recent years was $5
millionin FY 2005, $3.7 millionin FY 2006, $3 million in FY 2007, and an estimated
$4 million in FY2008. According to USAID, the funding supports projects
implemented by five U.S. organizations. Development Alternatives Inc, which
focuses on dialogue, public debate, citizen participation and leadership training; the
International Republican Institute and the National Democratic Institute, which offer
technical assistance for political parties, Freedom House, which provides technical
support to human rights groups; and the Pan-American Development Foundation,
which provides support to civil society.'®

The State Department has supported democracy projectsin Venezuelathrough
Economic Support Funds (ESF). InFY 2004, $1.497 millionwasprovided (including
$1 million in reprogrammed funds to support political reconciliation), and in
FY2005, $2.4 million in ESF was provided. For FY2006, athough the
Administration requested $500,000 in ESF for such projects, it did not allocate any
ESF for Venezuela. For FY 2007, the Administration allocated $1.6 million in ESF
for Venezuelademocracy initiatives. For FY 2008, the Administration did not request
any ESF for Venezuela for FY 2008, but it requested $3 million in Development
Assistance “to help ensure civil society groups continued serving as one of the last
checks on an increasingly authoritarian Venezuelan government.” % Ultimately for
FY 2008, however, the Administration allocated an estimated $1.5 million in
Development Assistance and almost $3 million in ESF to support civil society in
Venezuela. The Administration’ sFY 2009 request isfor $5 millionin ESFto support
civil society.

NED has funded democracy projectsin Venezuelasince 1992, but the level of
funding has increased under the Chavez government. In FY 2003, NED funded 15
Venezuelaprojectswith $1.05 million. In FY 2004, it funded 13 projects with about
$874,000. In FY 2005, NED funded 16 democracy projects with $902,000. For
FY 2006, the FY 2006 Foreign Operations appropriations measure (P.L. 109-102)
provided $2 million in Democracy Funds for NED for democracy programs in
Venezuela. During FY 2006, NED funded 18 democracy projectsin Venezuelaand
5regional democracy projectsthat included componentsin Venezuela. For FY 2007,
NED funded 17 projects with over $800,000 in funding.

The Venezuelan government and some other critics have criticized NED’s
funding of opposition groups.’® They maintain that the NED has funded groups
headed by people involved in the overthrow of Chavez in April 2002 as well as a
group, Sumate, involved in the signature collecting process for the 2004 recall
referendum campaign. Criticsarguethat Simateled the signaturedrivefor therecall
referendum, and question whether the NED should have funded such a group.

106 J.S. Agency for International Development, USAID/OTI Venezuela Annual Summary
Report, October 2006-September 2007.

17 U.S. Department of State, FY 2008 Congressiona Budget Justification for Foreign
Operations, p. 1204.

108 Testimony of Mark Weisbrot, Center for Economic and Policy Research, at ahearing of
the Senate Foreign Relations Committee on “ The State of Democracy in Venezuela,” June
24, 2004.
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U.S. officials and some Members of Congress strongly defended the NED’ s
activities in Venezuela and have criticized the Venezuelan government’ s efforts to
intimidate the leaders of SUumate by charging them with conspiring against the
government. The State Department asserts that the charges are without merit, and
constitute an attempt “to intimidate members of civil society for exercising their
democratic rights.” *°

AccordingtotheNED, itsprogramin V enezuela“focuses on promoting citizen
participation inthe political process, civil and political rights, freedom of expression
and professional journalism, and conflict mediation.” TheNED assertsthat all of the
Venezuelan programsthat it funds operate on anon-partisan basis. 1t maintainsthat
SUmate, which received agrant of $53,400 in September 2003, mobilized a citizen
campaign to monitor the signature collection process and that the money was used
“in developing materials to educate citizens about the constitutional referendum
process and to encourage citizens to participate.”**® NED officials also assert that
they did not fund the Democratic Coordinator for the development of its July 2004
consensus platform. The NED points out that it did fund a consensus building
project in 2002 for one of the NED’s core institutions, the Center for International
Private Enterprise (CIPE). For the project, CIPE partnered with aV enezuelan group,
the Center for the Dissemination of Economic Information (CEDICE) to work with
several Venezuelan nongovernmental organizations and the business sector for the
development of a broad-based consensus.™* In early September 2005, the board of
the NED approved anew $107,000 grant to Simate for aprogram to train thousands
of people on their electoral rights.**2

Asaresult of thecontroversy, the conferencereport to the FY 2005 Consolidated
Appropriations Act (Divison B of P.L. 108-447, H.Rept. 108-792) required a
comprehensive report on NED’s activities in Venezuela since FY 2001, and
reaffirmed NED’ s duty to ensure that all sponsored activities adhere to core NED
principles. The reporting requirement had first been included in the report to the
Houseversion of the FY 2005 Commerce, Justice, and State Appropriationsbill (H.R.
4754, H.Rept. 108-576).

Oil Issues

Since Venezuela is a major supplier of foreign oil to the United States (the
fourth major foreign supplier in 2007, after Canada, Mexico, and Saudi Arabia),
providing about 11.5% of U.S. crude oil imports, a key U.S. interest has been
ensuring the continued flow of oil exports. Some68% of Venezuela soil exportsare
destined for the United States, highlighting the dependency of VenezuelaontheU.S.

109 “United States Rejects Venezuelan Decision to Try Civic Group,” Department of State,
Washington File, July 8, 2005.

119 National Endowment for Democracy, “NED VenezuelaProgramsFAQ,” availableonline
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11 Telephone conversation with NED official July 15, 2004; al so see Andres Oppenheimer,
U.S. Group’'s Funds Aid Demacracy, Miami Herald, July 15, 2004.

112 Pablo Bachelet, “ Citizens Group to Get U.S. Funds,” Miami Herald, September 13, 2005.
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market, and oil exports account for the overwhelming majority of Venezuela's
exports to the United States. In 2007, Venezuela's total exports destined for the
United Statesamounted to $39.9 billion, with oil productsaccounting for almost 96%
of the total.*** The December 2002 strike orchestrated by the opposition reduced
Venezuela' s oil exports, but by May 2003, Venezuelan officials maintained that
overall oil production returned to the pre-strike level. Venezueld's state-run oil
company, PdVSA, owns CITGO, which operates three crude oil refineries and a
network of some 14,000 retail gasoline stationsin the United States.

The Chéavez government has benefitted from therisein world oil prices, which
has increased government revenues and sparked an economic boom. As aresult,
Chévez has been abl e to increase government expenditures on anti-poverty and other
socia programs associated with his populist agenda. In April 2008, the government
approved a measure that taxes foreign oil companies 50% when crude oil is $70 a
barrel, and 60% when oil exceeds $100 a barrel .***

Under President Chavez, the Venezuelan government has moved ahead with
asserting greater control over the country’s oil reserves. By March 2006, it had
completed the conversion of its 32 operating agreements with foreign oil companies
to joint ventures, with the Venezuelan government now holding a majority share of
between 60-80% inthe ventures. In 2007, the government completed the conversion
of four strategic associationsinvolving extra-heavy oil Orinoco River Basin projects.
Six foreign companies had been involved in the projects — U.S.-based
ConocoPhillips, Chevron, and ExxonMobil, Norway’ s Statoil-Hydro, Britain’ s BP,
and France's Total.

Inthe conversion to Venezuel an government majority ownership, Chevron and
BP maintained their previous investments, Total and Statoil-Hydro reduced their
holdings, while ConocoPhillips and ExxonMobil chose to leave the projects.™
However, Statoil-Hydro, Total, and Italy’ s Eni subsequently signed agreements that
could result in additional investments in the Orinoco Belt projects.*® Other state-
owned oil companies, such as Iran’s Petropars, the China National Petroleum
Corporation, Cuba’'s Cupet, as well as Russian companies such as Gazprom, TNK-
BP, and Lukoil have also signed agreements for exploration in the Orinoco region.

ExxonMobil hasbeenin ahigh-profiledisputewith theVenezuel an government
over compensation to be paid by Venezuela for its oil investments in the country.
The company filed arequest in 2007 for arbitration with the World Bank-affiliated
International Center for Settlement of Investment Disputes. ExxonMobil initially
wonaUK court order in January 2008 freezingasmuch as$12 billioninVenezuelan
oil sector assets, but this was overturned by a UK High Court order on March 18,

113 Department of Commerce statistics, as presented by World Trade Atlas.
14 v/ enezuela Passes Tax on Oil Companies,” New York Times, April 16, 2008.

15U.S. Energy Information Administration, “ Country AnalysisBriefs: Venezuela,” October
2007.

116 Benedict Mander “Venezuela' s Oil Belt Reopensto Private Groups,” Financial Times,
March 11, 2008.
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2008."" ExxonMobil, however, also previously had won court orders in the
Netherlandsand Netherlands Antillesfreezingup to $12 billionin V enezuel an assets,
and in February 2008, a U.S. federa court in New York upheld a freeze of $300
million in PdV SA assets.™®

According to some critics, majority state ownership in the oil sector has
reportedly slowed the rate of foreign investment. Production also has reportedly not
been ableto recover from thefiring of some 18,000 PdV SA employeesin early 2003
and from continued underinvestment in maintenance and repairs.*® PdVSA
announced in early April 2008 that it would raise output to 3.5 million barrels aday
(mbd), up from 3.15 mbd in 2007, but other sources, including the International
Energy Agency, put 2007 production at far less, just 2.4 million mbd.**® Some oil
analystsalso question whether PdV SA isprepared to take over operation of the heavy
oil fields in the Orinoco.**

Despite notable frictions in bilateral relations, Venezuela continues to be a
major supplier of oil to the United States. Even though V enezuelaopposed the U.S.
war in Irag, the Chavez government announced before the military conflict that it
would be areliable wartime supplier of oil to the United States.

On numerous occasions, however, Chavez has threatened to stop selling oil to
the United States. In February 2006, he asserted that the “ U.S. government should
know that, if it crossesthe line, it will not get Venezuelan cil.”*# In April 2006, he
warned that his government would blow up its oil fields if the United States ever
were to attack.’”® In November 2006 (amid Venezuela's presidential election
campaign), President Chavez asserted that Venezuelawould “ not send one moredrop
of oil to the U.S.” if the United States or its “ lackeys’ in Venezuela try a “new
coup,” fail to recognize the elections, or try to overthrow the oil industry. Many
observers believe Chéavez' s threats have been merely part of his rhetoric that is
designed to bolster his domestic political support. Venezuela' s Ambassador to the
United Statesasserted in July 2006 that oil-cutoff commentsby V enezuelan officials,

17 Robert Perkins, “UK Court Overturns Asset Freeze on PdVSA,” Platts Oilgram News,
March 19, 2008.
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Jack Chang and Kevin G. Hall, “Falling Qil Production a Challenge for Chavez,” Miami
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Analytica, April 9, 2008.
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including President Chavez, only reflect what would be V enezuel @ sresponse against
aggression initiated by the U.S. government.’** Once again in February 2008,
President Chavez once again threatened to stop oil exportsto the United States, this
time if ExxonMobil was successful in freezing billionsin Venezuela oil assetsin a
dispute over compensation for its Orinoco oil investments. State Department
officials played down the threat, pointing out that Chévez has made the same threat
in the past, but has never cut oil.** A week later, on February 17, Chévez said that
he would only stop sending oil if the United States attacked Venezuela.'®

Because of these comments, however, some observers have raised questions
about the security of Venezuela as a major supplier of foreign oil. There are aso
concerns that Venezuela is looking to develop China as a replacement market,
although Venezuelan officials maintain that they are only attempting to diversify
Venezuela's oil markets. In June 2006, the Government Accountability Office
(GAO) issued areport, requested by Senate Foreign Rel ations Committee Chairman
Richard Lugar, ontheissueof potential Venezuelan oil supply disruption. The GAO
report concluded that a sudden loss of all or most Venezuelan oil from the world
market could raise world prices up to $11 per barrel and decrease U.S. gross
domestic product by about $23 billion. It also concluded that if VVenezuela does not
maintain or expand its current level of oil production, then theworld oil market may
become even tighter than it is now, putting pressures on both the level and volatility
of energy prices.**

For additional information see CRS Report RL33693, Latin America: Energy
Supply, Political Developments, and U.S. Policy Approaches.

Counternarcotics Cooperation

Because of Venezuela's extensive 1,370-mile border with Colombia, it is a
major transit route for cocaine and heroin destined for the United States. As noted
above, Venezuela suspended its cooperation with the U.S. Drug Enforcement
Administrationin early August 2005 becauseit alleged that DEA agentswere spying
onVenezuela. U.S. officialsmaintained that the charges were baseless. Since 2005,
President Bush has annually designated Venezuela, pursuant to international drug
control certification procedures set forth in the Foreign Rel ations Authorization Act,
FY 2003 (P.L. 107-228), as a country that has failed demonstrably to adhere to its
obligations under international narcotics agreements, although he waived economic
sanctions that would have curtailed U.S. assistance for democracy programs in
Venezuela. Venezuelan officials maintain that President Bush’'s decision to

124 Andy Webb-Vidal, “Venezuela Will Not Cut Off Oil Despite Hostile U.S. Attitude,”
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designate Venezuela was purely political because of the overal state of U.S.-
Venezuelan relations.?

Press reports in late June and July 2006 indicated that the United States and
Venezuela were on the verge of signing an anti-drug cooperation agreement that
would allow the DEA to continue working with the Venezuelan government, but
approval of the agreement has still not taken place.*”® In August 2006, Venezuelan
officials said that they were reconsidering signing the agreement in response to the
announcement by U.S. Director of National Intelligence John Negroponte on the
establishment of a new position of Mission Manager for Cuba and Venezuela
According to the Bush Administration’s September 2006 justification for
determining that V enezuelahad “failed demonstrably” to adhereto counternarcotics
obligations, “therole and status of the DEA in Venezuelaremainsin limbo since the
host country refuses to sign a memorandum of understanding authorizing” a DEA
presence “ even after successfully concluding alengthy process of negotiation with
U.S. officials.”** On July 26, 2006, the House approved H.Con.Res. 400 (Burton),
which, among other provisions, condemned Venezuela sfailuresto stem the flow of
narcotics through its territory and calls for, anong other measures, steps to restore
cooperation between Venezuela and the DEA.

In September 2007, President Bush issued a determination that V enezuela, for
the third year in a row, had failed demonstrably over the previous 12 months to
adhere to its obligations under international counternarcotics agreements. State
Department officials maintained that, although Venezuela indicated that it had
devel oped some new programsto fight drug trafficking and were making seizure, its
efforts continued to be limited. They maintained that Venezuela is a growing
transhipment point for drugs bound for the United States and for Europe. The
officials also pointed out that V enezuela has not renewed formal counternarcotics
agreements with the United States™ Venezuela maintains that the U.S.
determination process continues to be politicized and disregards the government’s
international cooperation and advancesin counternarcoticsefforts. TheVenezuelan
government also maintains that the U.S. prohibition on the sale of military
equipment, imposed in 2006, has blocked equipment crucial to patrol its coasts and
combat drug trafficking.'*
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The Department of State, in its February 2008 I nternational Narcotics Control
Srategy Report (INCSR), maintained that Venezuelais one of the preferred routes
for traffickingillicit narcotics out of Colombiabecause of the permissiveand corrupt
environment in VVenezuela and because of counternarcotics successes in Colombia.
The majority of narcotics transiting Venezuela are destined for the United States,
according to the report, but an increasing percentage has started to flow towards
western Africaand then toward Europe. Venezuela s corruption problem has been
compounded by the transit of drugs, as hastheincreased level of crime and violence
throughout the country. According to the report, Venezuelareported that 28 metric
tons of cocaine were seized in 2007 (down from 38.9 metric tons in 2006), but the
report noted that a large portion of these seizures were made by other countriesin
international waters and then returned to Venezuela.

According to the State Department report, the government of Venezuela has
minimized all counternarcoticsrel ated cooperation contact withtheU.S. government,
including, despite repeated U.S. requests, the signing of an anti-drug agreement
negotiated with Venezuelain 2005. In 2007, Venezuela ended the judicial sector’s
participation in several United Nations Office of Drugs and Crime (UNODC)
programs funded by the U.S.-government, and maintained that it would not
participate in any programs receiving U.S. funding. Venezuela has not made the
U.S.-funded Container Inspection Facility (CIF) at Puerto Cabello operational, even
though the facility was completed in 2006. In terms of progress, the State
Department report maintained that Venezuela continues to authorize the U.S.
government to board V enezuel an flagged vessel s on the high seas suspected of being
engaged in narcotics trafficking.

Looking ahead, the State Department maintained in the report that the United
States remains prepared to renew cooperation with Venezuelato fight theincreasing
flow of illegal drugs, and pointed to two V enezuel an steps that would be positive: 1)
the signing of the outstanding bilateral anti-drug agreement negotiated in 2005 and
2) working with the United Statesto make the CIF operational. Additional bilateral
cooperation beyond these initial steps would be the development of a drug
intelligence fusion and analysis center, and the initiation of riverine interdiction
operations on the Orinoco River.

In 2008, the Venezuela government appears to have taken more action on
antidrug measures, and to be open to renewing cooperation with the United States.
It began aprogram aimed at destroying clandestine airstrip used by Colombian drug
traffickers and at tracking drug smuggling planes. In early April 2008, it was
reported that more than 150 clandestine runways had been destroyed in the past two
seeks. Venezuela sNational Assembly isalso expected to approve alaw permitting
Venezuel an fighter planesto shoot down aircraft smuggling cocaine.* Inearly July
2008, President Chavez met briefly with U.S. Ambassador Patrick Duddy and

132 (,.continued)
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expressed a desire to reopen cooperation with the United States on drug trafficking
and other issues.

From FY 2002-FY 2007, Venezuelareceived small amounts of U.S. assistance
under the Administration’s Andean Counterdrug Initiative (ACI) focusing on
counternarcotics cooperation and judicial reform support. Some $5 million was
provided in FY2002; $2.075 million in FY 2003; $5 million in FY 2004; aimost $3
million in FY2005; $2.229 million in FY2006; and $1 million in FY2007. For
FY 2008 and FY 2009, the Administration did not request any funding for Venezuela
under the newly named Andean Counterdrug Program (ACP).

Venezuela’'s Military Purchases

For severa years, the Bush Administration has expressed concerns about
Venezuela s purchases of military equipment. Defense Intelligence Agency (DIA)
Director Lt. Gen. Michael Maplesexpressed concernin February 2006 congressional
testimony about Venezuela's arms purchases, maintaining that Venezuela was
seeking to increasetheir capability for their own defense and to operate elsewherein
the region.™*

In January 2006, the State Department indicated that the United States had
denied licenses — required by the Arms Export Control Act — to transfer U.S.
technology for use in 12 military transport planes that Spanish companies had
contracted to sell to Venezuela. According to a State Department spokesman, the
proposed sale could contribute to de-stabilization in Latin America. Spaininitialy
responded by indicating that it would go ahead with the sal e of the airplanes utilizing
non-U.S. technology, but in mid-October 2006, Spain’ s Foreign Minister announced
that such an alternative was not economically feasible and the deal was cancelled.™*
Venezuela responded to the U.S. action by labeling it as “imperiaist.” The State
Department official aso indicated that the United States had expressed similar
concernsto Brazil about military salestoVenezuela. Venezuel aexpressed interested
in purchasing at least a dozen light-attack aircraft, manufactured by Embrarer, that
contain U.S. technology. **°

In May 2006, as discussed below (“Venezuela and U.S. Anti-Terrorism
Sanctions’), the State Department determined (pursuant to Section 40A of the Arms
Export Control Act) that Venezuelawasnot fully cooperatingwith U.S. antiterrorism
efforts, an action that triggered a prohibition on the sale or license of defense articles
and servicesto Venezuela. The State Department made the same determination in
May 2007 and May 2008.
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In January 11, 2007 testimony before the Senate Select Committee on
Intelligence, Director of National Intelligence (DNI) John Negroponte expressed
concernthat the President Chavez’ smilitary purchasesand movestoward devel oping
his own weapons production capability were increasingly worrisome to his
neighbors, and could fuel an arms race in the region.

In February 5, 2008 testimony before the Senate Select Committee on
Intelligence, current DNI Michagl McConnell expressed concerns about more than
$3 billion in arms purchases from Russiaover the past two years, and noted growing
anxiety among Venezuela' s neighbors because of this arms build-up. McConnell
testified at a February 27, 2008 Senate Armed Services Committee hearing that
Venezuela s military build-up is probably 3 to 4 times what would be needed for
external defense. With regard to rifles from Venezuela potentially ending up in the
hands of the FARC, DIA Director Maples maintained at the hearing that he had not
seen that, and that the likely purpose was * using asymmetric capabilities and tactics
and empowering the population in some way, in a home guard sense.” (For
additional developments, see” Allegationsfrom Captured FARC Computers’ below.)

President Chavez has vowed to continue with his nation’s military purchases,
asserting that he was acquiring the minimum equipment for Venezuela to defend
itself from the United States. Venezuela is buying significant amounts of military
equipment from Russia. Thisincludes contractsto buy 24 Sukhoi Su-30fighter jets,
50 military helicopters, 100,000 Kalashnikov assault rifles, a license to build a
factory to produce Kalashnikov riflesin Venezuela, and several submarines.®” The
Venezuelan government maintainsthat it is buying the Russian fighter jets because
the United Statesisrefusing to sell the country spare partsfor its aging fleet of F-16
fighters that it purchased in the 1980s. Some press reports indicate that future
additional military purchases from Russia could include transport planes, tanks,
additional submarines, and an air defense missile system.**®

Venezuela’'s Activities in Latin America

AsU.S.-Venezuelan relations have deteriorated over the past severa years, the
Chavez government hasfocused itsrelationswith Latin Americaand itsactivitiesin
the region in part as a means of countering the United States and U.S. interests and
influencein the hemisphere. DNI Michael McConnell testified in February 5, 2008
testimony before the Senate Select Committee on Intelligence, Chavez will continue
to attempt to unite Latin America under his leadership behind an anti-U.S. and
radical leftist agenda, but noted that as time passes, Chavez’ s leadership ambitions
are likely to encounter growing opposition.

137 Neil Buckley and Andy Webb-Vidal, “Chévez Seeks to Link Putin with Anti-U.S.
Alliance,” Financial Times, July 26, 2006; Simon Romero, “V enezuela Spending on Arms
Soarsto World's Top Ranks,” New York Times, February 25, 2007.

1% “Russian S-300 Missiles ‘Would Ensure Venezuela's Oil Security,” RIA Novosti, July
24, 2008; “Venezuela s Chavez Shopping for Russian Weapons,” Miami Herald, July 21,
2008.



CRS-50

Over the years, there have been concerns about President Chévez’ s attemptsto
export his brand of populism to other Latin America countries. He has strongly
supported Bolivia sPresident Evo Morales, and offered assistanceto help Boliviare-
writeits constitution and implement radical reformsto the economy. In Peru’ s 2006
presidential elections, Chévez openly supported the unsuccessful presidential
candidacy of anationalist former army colonel who had led afailed military uprising
in 2000. Current Peruvian President Alan Garcia, astrong U.S. aly, has expressed
concern about Venezuelan activities in Peru. Venezuela also has had close with
Nicaragua under the presidency of Daniel Ortega, providing substantial assistance,
and with Ecuador under the presidency of Rafael Correa.

In 2004, President Chéavez launched a Bolivarian Alternative for the Americas
(ALBA) asan dternativeto the Free Trade Areaof the Americas. ALBA advocates
asocially oriented trade block that would include mechanismsfor poverty reduction,
and cooperation in arange of areasincluding health, education, culture, investment,
and finance. Venezuelaand Cubawere thefirst countriesto launch ALBA in 2004,
while Boliviajoined in 2006, and Nicaraguain 2007. In 2008, the Caribbean nation
of Dominicajoined in January, whileinlate July, Honduran President Manuel Zelaya
announced that his country would join pending approval by the Honduran Congress.
Notably Ecuador has not joined ALBA. President Chavez's proposal in January
2008 that ALBA should establish a joint defense council was only supported by
Nicaragua, while Bolivia's Evo Moraes appeared to distance himself from the
idea.139

In December 2007, Venezuela and six other South American countries —
Argentina, Bolivian, Brazil, Ecuador, Paraguay, and Uruguay — joined to sign the
founding act of a new Bank of the South, a Chéavez initiative to offer a new source
of devel opment financing apart from the World Bank and the International Monetary
Fund. The bank reportedly will have a start-up capital of some $7 billion, largely
from Brazil and Venezuel a, but it remainsunclear what the lending conditions of the
bank will be.**

Venezuela joined the Southern Common Market (Mercosur) in 2006, but its
applicationfor full membership hasruninto problemsbecause of President Chavez's
decision not to renew the broadcast license of RCTV in 2007, an action that could
be construed as contradictory to Mercosur’s democratic clause. (For additional
information, see CRS Report RL33620, Mercosur: Evolution and Implications for
U.S Trade Policy, by J. F. Hornbeck.)

Since 2005, President Chavez has used so-called “ oil diplomacy” to provide oil
to Caribbean Basin nationson preferential termsinaprogram known as PetroCaribe,
prompting U.S. concern that Venezuela is using these programs to increase its
influence in the region. Under the program, Venezuelainitially offered to supply
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190,000 barrels per day of oil to the region on preferential termswith 50% of the ail
financed over 25 years at an annual interest rate of 1%. At aJuly 2008 PetroCaribe
summit, President Chavez announced that up to 60% of the oil could be financed
while oil prices remained over $100 abarrel, and thiswould rise to 70% financed if
oil pricesriseto over $150 abarrel. Most Caribbean nations are members, with the
exception of Barbadosand Trinidad and Tobago. Cuba, amajor beneficiary, receives
some 90,000 barrels per day (bpd) of oil under the program. In Central America,
Nicaraguaand Hondurasjoined PetroCaribein 2007, Guatemalajoined in July 2008,
and Costa Rica has applied to become a member. PetroCaribe also has the goal of
putting in place aregiona supply, refining, and transportation and storage network,
and establishing adevel opment fund for those countries participating in the program.

In addition to these preferential oil arrangements, Venezuela is investing in
energy sectorsin several Latin American countries. Chévez has pledged to invest
$1.5 billion in Bolivia's gas industry. Ecuador and Venezuela have signed
agreementsfor joint development in oil, gas, refining, and petrochemical sectors. In
2005, PdV SA signed an agreement to build an oil refinery in northeastern Brazil.
Construction on the 200,000 bpd refinery began in September 2007, and is to be
supplied with oil from both Brazil and V enezuelawhen it begins operationsin 2010.
Colombia and Venezuela signed an agreement in July 2006 initiating a gas pipeline
project that would initially supply gas to Venezuela from northern Colombia, and
then reverse the flow once Venezuela develops its own natural gas reserves.
Argentina and Venezuela also announced an alliance in July 2006 involving
cooperation on hydrocarbon exploration and devel opment in both countries. 1n Cuba,
PdV SA helped refurbish anoil refinery in Cienfuegos, and has signed an exploration
and production agreement with Cupet, Cuba's state-0il company.**

The potential use of Venezuela's windfall oil profits abroad to influence
activitiesin other Latin American countrieswashighlighted in December 2007 when
threeV enezuelans— Franklin Duran, M oises Maionica, and Carlos Kauffmann—and
one Uruguayan national were arrested and charged in U.S. federal court in Miami
with acting and conspiring to act as agents of the Venezuelan government without
prior notification to the U.S. Attorney General. All four were aleged to have
conspired in a scheme to conceal the source and destination and the role of the
V enezuelan government in the attempted delivery of $800,000to Argentinaby aU.S.
businessman, Guido Algandro Antonini Wilson. The funds were aleged to be
destined for the presidential campaign of Argentine President Cristina Fernandez de
Kirchner. High-level Venezuelan officials also were aleged to be involved in the
matter, including from the Office of the Vice President and the Intelligence and
Preventative Services Directorate (DISIP).**? To date, three of the four defendants
facingtrial inthe case have pled guilty, leaving Franklin Duranto facetrial beginning
in September 2008.
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Chavez Rolein Release of FARC Hostages. InAugust 2007, Colombian
President Alvaro Uribeauthorized President Chavez and Colombian Senator Piedad
Cordobato play arolein negotiationswith the FARC to rel ease some 45 high-profile
hostages. Thisincluded effortsto rel easethree American defense contractors—Marc
Gonsalves, Keith Stansell, and Thomas Howes — held since February 2003, when
their plane crashed in FARC-controlled territory. Inlate November 2007, however,
Uribewithdrew hissupport of these effortsbecause Chavez reportedly broke protocol
by having direct contact with the top commander of the Colombian army.
Nevertheless, Chavez continued to play a key role in the effort to release the
hostages. On January 10, 2008, the FARC ultimately released to Venezuelan
officials two prominent Colombians that had been hostage for several years. A day
after thetwo hostages’ release, Chavez’ s callsfor theinternational community to no
longer label the FARC and the National Liberation Army (ELN) as terrorist groups
prompted widespread condemnation. Nevertheless, hisroleintherel ease of hostages
continued. On February 27, 2008, the FARC released four former members of the
Colombian Congress to Venezuelan officials in Colombian territory. On March 7,
2008, the Venezuelan government received from the FARC “proofs of life” for 10
Colombian soldiers held by the FARC.

In the aftermath of the Ecuador-Colombia border crisis (discussed below),
Chévez sroleinfuture hostage rel easesbecameunclear. Moreover, on July 2, 2008,
the Colombian military rescued the three American hostages along with former
Colombian presidential candidate Ingrid Betancourt and 11 other hostages. Over 700
hostages are still being held by the FARC.

March 2008 Ecuador-Colombia Border Crisis. Venezuela initialy
played asignificant rolein stoking regional tensionsin the aftermath of Colombia's
March 1, 2008 bombing of a FARC camp in Ecuador that killed Rall Reyes, the
FARC’ ssecond highest commander. President Chavez warned Colombian President
Uribe not to do anything similar in Venezuel an territory “ becauseit would be acause
forwar.”'* Venezuela, along with Ecuador, announced that it woul d mobilizetroops
along its border with Colombia, and Chavez threatened to send its Russian fighter
jets to attack Colombiaif President Uribe attempted a similar operation against the
FARC rebels on the Venezuelan side of the border. He ordered 10 battalions to the
Colombian border, including tank units, closed the Venezuela Embassy in Bogota,
and expelled Colombia s Ambassador from Venezuela.

Few analyststook Chavez’ s order to send tanks and fighter jetsto the border as
a serious threat of war, maintaining that Venezuela' s active military of 115,000
troops pales in comparison to Colombia s 254,000 troops that have seen active
combat against insurgent groups for many years.** Moreover, some maintain that
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Venezuela stroop movements were delayed for several days, and may have been far
less than Chévez led everyone to believe.™

Just days after the Colombian incursion, President Chavez reportedly played an
important role at the successful Rio Group summit that helped resolve the crisis.
OAS Secretary General Insulza maintained that Chavez's role was “decisive and
tremendously constructive” in sorting out the crisisat the Santo Domingo meeting.**
After six hoursof contentious exchanges, Chavez reportedly called for reflection and
cooling off, and paved the way for Dominican President Leonel Ferndndez to urge
the parties to end the meeting with a cordia embrace.™” He maintained that the
conflict cannot be solved militarily, and must be resolved by anegotiated settlement.
By March 10, Venezuela announced that it was fully establishing diplomatic and
commercial tieswith Colombia, and pulled its troops back.

Terrorism Issues

U.S. officials have expressed concerns over the past severa years about
Venezuela slack of cooperation on antiterrorism efforts, itsrelationswith Cubaand
Iran, and President Chavez’ s sympathetic statementsfor Colombian terrorist groups.
Since May 2006, the Secretary of State has made an annual determination that
Venezuela has not been “cooperating fully with United States antiterrorism efforts’
pursuant to Section 40A of the Arms Export Control Act (P.L. 90-629). Asaresult,
the United States has imposed an arms embargo on Venezuela since 2006, which
ended all U.S. commercial arms salesand re-transfersto Venezuela. When the State
Department issued itsfirst determination in 2006, it that it was based on Venezuela' s
near lack of antiterrorism cooperation over the previous year, citing its support for
Iragi insurgents and Iran’ s development of nuclear capabilities, the country’ s status
as a safe haven for Colombian and Basque terrorist groups, and its effort to derail
hemispheric efforts to advance counter-terrorism policies in the OAS. The
determination was renewed in May 2007 and again in May 2008.

Accordingtothe State Department’ sCountry Reportson Terrorism2007 report,
issued at the end of April 2008, President Chévez continued his public criticism of
U.S. counterterrorism efforts and deepened Venezuel an relationships with Iran and
Cuba, while hisideological sympathy for two Colombian insurgencies (the FARC
and the National Liberation Army) and high levels of corruption among Venezuelan
officials, have limited Venezuelan cooperation with Colombia in combating
terrorism. In addition, according to the report, V enezuelan citizenship, identity, and
travel documentsremained easy to obtain, making the country apotentially attractive
way-station for terrorists. In July 2006, congressional testimony, the State
Department’ s Principal Deputy Coordinator for Counterterrorism, Frank Urbancic,
had asserted that the United Stateswas detai ning increasing numbersof third-country

145 “Special Focus, Region: Peering Through the Fog of the War That Wasn't,” Latin
American Security & Strategic Review, March 2008.

146 “ Chévez Hailed as Peacemaker with Colombia,” Latinnews Daily, March 10, 2008.

147 “How Diplomacy Silenced the Drums of War in Less Than a Week,” Latin American
Security & Strategic Review, March 2008.
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aliens at its borders carrying falsified or fraudulently issued Venezuelan
documents.'*®

Allegations of Venezuelan Support for the FARC. Asin past years, the
State Department terrorism report covering 2007 stated that “it remained unclear to
what extent the Venezuelan government provided support to Colombian terrorist
organizations.” It noted that limited amounts of weapons and ammunition from
official Venezuelastocksand facilitiesturned up in the hands of Colombian terrorist
organizations. The report also noted that VVenezueladid not systematically policeits
1,400 mile border with Colombia in order to prevent the movement of terrorists or
to interdict arms or the flow of narcotics. Information on captured computer files
from Colombia’'s March 2008 raid of a FARC camp in Ecuador raised further
questions about potential support of the FARC by the Chavez government.
Venezuelan officials have dismissed the data as having been fabricated even though
Interpol verified in May 2008 that the files had not been tampered with since they
were seized. On June 6, 2008, two Venezuelan nationals (one a national guard
sergeant) and two Colombians were arrested in eastern Colombia for gun-running.
The four were captured with some 40,000 rounds of ammunition allegedly destined
for the FARC.

In awelcome turn of events on June 8, 2008, President Chévez called for the
FARC to release all hostages unconditionally and to cease military operations,
maintaining that guerrilla warfare “has passed into history.”**° Assistant Secretary
of State for Western Hemisphere Affairs Tom Shannon noted the importance of
Chavez's words, and expressed hope that they would be “backed up by actions
designed to prevent the use of Venezuela sfrontier with Colombiafor the movement
of weapons.”**

State Sponsors of Terrorism List. In light of the captured FARC
documentscited above, someobservers, including some Membersof Congress, have
called on the Bush Administration to designate Venezuela as a state sponsor of
terrorism pursuant to Section 6(j) of the Export Administration Act (EAA) of 1979
(P.L.96-72). Other countries currently on the state sponsorsof terrorismlist include
Cuba, Iran, NorthKorea, Sudan, and Syria. TheBush Administrationbegananinitial
inquiry into designating V enezuelaasastate sponsor in March. IntheHouse, H.Res.
1049 (Mack), introduced in March 2008, would urgethe Administration to designate
Venezuela as such.

In terms of economic sanctions associated with being on the terrorism list, the
EAA requiresavalidated licensefor the export of goods and technology to acountry
if the Secretary of State determines that the government of such a country “has

148 Testimony of Frank Urbanic, State Department Principa Deputy Coordinator for
Counterterrorism before a July 13, 2006 hearing of the House International Relations
Committee, Subcommittee on International Terrorism and Nonproliferation.

149« Analysis: Chévez Reverses FARC Stance, Domestic Moves Ahead of Elections,” Open
Source Center, June 19, 2008.

130 U.S. Department of State, Thomas A. Shannon, Jr. Assistant Secretary of State for
Western Hemisphere Affairs, “U.S. Diplomacy in the Americas,,” June 10, 2008.



CRS-55

repeatedly provided support for acts of international terrorism” and if the export of
such goods and technology could make a significant contribution to the country’s
military potential or could enhance its ability to support acts of international
terrorism. Beyond the EAA, severa provisions of law impose additional sanctions
on countries on the state sponsors of terrorism list, such as: a ban on arms-related
exports and sales; various restrictions and prohibitions on foreign assistance; denial
of duty-free treatment of goods exported to the United States under the Generalized
System of Preferences (GSP); denying companies and individuals tax credits for
income earned in the terrorist-listed countries; and authority to prohibit any U.S.
citizen from engaging in a financia transaction with a terrorist-list government
without a Treasury Department license.

The sanctions associated with being on the terrorism list would likely have an
effect on U.S.-Venezuelan economic relations. A substantial portion of U.S. exports
to Venezuela, particularly for the oil sector, would likely require validated licenses
for so-called dual-use exports and technology. Thetermination of thetax credit that
prevents double taxation would increase the cost of U.S. companies operating in
Venezuela, and could be a disincentive for some U.S. companies operating there.
The stock of U.S. foreign investment in Venezuela is estimated at $11.6 billion,
concentrated in the manufacturing and mining sector.” The state sponsor of
terrorism designation also potentially could complicate U.S. oil imports from
Venezuela, in part because PdV SA owns Citgo, based in Houston Texas, which
operates three oil refineries and two asphalt refineries in the United States and has
some 14,000 branded retail outlets selling gasoline acrossthe United States. PdV SA
also has a50% interest in alarge refinery in the U.S. Virgin Islands.*®* According
to the VVenezuelan government, PdV SA and Citgo annually purchase more than $2
billion in goods and services from 800 U.S. companies.™*

The designation of Venezuela as a state sponsor of terrorism could increase
popular support for President Chavez at atimewhen Venezuelais preparing for state
and local elections. Some Venezuelan opposition figures maintain that such a
designation would only be helpful to the Chavez government, which would portray
itself as a victim. Short of designating Venezuela as a state sponsor of terrorism,
some observers have suggested the consideration of “smart” or targeted sanctions
aimed at Venezuelan officials or particular activities in order to demonstrate U.S.
concern with their alleged actions supporting the FARC.™ Suggestions for such
sanctions generally include freezing assets of named individuals or entities, or
denying entry into the United States of designated individuals.

131 United States Trade Representative, 2008 National Trade Estimate on Foreign Trade
Barriers, March 28, 2008.

152 .S, Energy Information Administration, “Venezuela: Country AnalysisBrief,” October
2007.

133 Bolivarian Government of Venezuela, Embassy in the United States of America,
“Terrorism and Trade: Assessing the Impacts,” March 2008.

5% For exampl e, seeRay Wal ser, “ The FARC Files, Colombia, and International Terrorism,”
Heritage Foundation, Web Memo #1872, March 28, 2008; and “Hard Drive Diplomacy,”
Washington Post, editorial, May 18, 2008.
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Iran and Hezbollah. Venezuela srelationswith Iran have been longstanding
because they were both founding members of OPEC. Nevertheless, astheir relations
have intensified over the past several years, U.S. officials and some Members of
Congress have expressed concerns. In November 2007, the House approved H.Res.
435 (Klein), expressing concern about Iran’ s efforts to expand itsinfluencein Latin
America, and noting Venezuela' s increasing cooperation with Iran.

Iranian President Mahmoud Ahmadingad hasvisited Caracason three occasions
since 2006, and President Chévez has visited Iran severa times. The two nations
have signed a variety of agreementsin agriculture, petrochemicals, oil exploration
inthe Orinoco region of Venezuela, and the manufacturing of tractors, bicycles, and
automobiles. Weekly flights between the two countries began last year. InFebruary
5, 2008 testimony before the Senate Select Intelligence Committee, Director of
National Intelligence Michael McConnell maintained that most cooperation between
Iran and Venezuela has been on the economic and energy fronts, but that military
cooperation is growing, and the two nations have discussed cooperation on nuclear
energy.

A magjor rationale for Iran’ s recent overtures toward Venezuelais to show that
it is not isolated diplomatically. Moreover, some observers maintain that
Ahmadingjad’ sincreased interest in Venezuela since he came to power in 2005 has
been to cause political angst for the United States in its own neighborhood.
According to one observer, once Ahmadingjad isgone, the bilateral relationship will
likely be reduced to the level of past years that was based largely on their OPEC
membership.>®

Assistant Secretary of Statefor Western Hemisphere Affairs Tom Shannon has
said that one of the concerns about Iran’sincreasing interest in Latin Americaisits
tiesto theradical Lebanon-based Islamic group Hezbollah. According to Shannon,
“What worries usis Iran’s history of activitiesin the region and especialy itslinks
to Hezbollah and the terrorist attack that took place in Buenos Aires[in 1994].”
On June 18, 2008, the U.S. Treasury Department’ s Office of Foreign Assets Control
(OFAC) announced that it wasfreezing the U.S. assets of two Venezuelans— Ghazi
Nasr al Din ( aVenezuelan diplomat serving in Lebanon) and Fawzi Kan'an — for
providing financial and other support to Hezbollah. U.S. citizensare a so prohibited
in engaging in any transactions with the two Venezuelans, including any business
with two travel agenciesin Caracas owned by Kan'an.’

1% Farideh Farhi, Public Policy Scholar, Woodrow Wilson Center, comments at conference
on“lranandLatin America: Threat or Axisof Annoyance?’ Woodrow Wilson International
Center for Scholars, Washington D.C. July 10, 2008.

1% Andres Oppenheimer, “Beware Iran in Latin America,” Miami Herald, September 30,
2007.

157 “Treasury Targets Hizballah in Venezuela,” States News Service, June 18, 2008.
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Venezuela's Extradition Requests

Venezuela requested the extradition of three of its citizens from the United
States in two controversial terrorism cases. In early 2004, the Chavez government
requested the extradition of two former V enezuelan National Guard lieutenants, José
Antonio Colina and German Rodolfo Varela, charged with the February 2003
bombings of the Spanish Embassy and the Colombian Consulate in Caracas. Both
applied for political asylum because they claimed that they would be executed or
tortured if returned to Venezuela. They were held from December 2003 until April
2006 by U.S. Immigration and Customs Enforcement (ICE). In February 2005, a
U.S. immigration judge denied them asylum because of “serious reasons for
believing” that they wereinvolved in the bombings but prohibited the United States
from deporting themto V enezuel abecause of thelikelihood of being tortured.™*® The
Department of Homeland Security (DHS) asked an immigration appeals court to
deport the two Venezuelans, arguing that they would not be tortured if returned
home. Asevidence, they citethetreatment of aformer general arrestedin Venezuela
for the same case.™

In late December 2005, Colinaand Varela— on ahunger strike for amonthin
protest of being held by U.S. immigration — were transferred from Florida to
Houston for medical treatment. They ended their 33-day hunger strike in early
January 2006. In April 2006, ICE reversed its stance on the deportation case and
joined with the attorneys for Colina and Varelain filing a joint motion asking the
immigration appeals court to dismiss the case, whereupon they were released.
Lawyersfor thetwo former officersmaintain that the State Department’ sM arch 2006
human rights report on Venezuela played arole in ICE’'s decision to abandon its
efforts to deport Colinaand Varela.®® The report cited accusations that a military
general imprisoned in Venezuelafor alleged involvement in the bombings had been
subject to sensory deprivation and psychological torture. The Venezuelan
government condemned therel ease of Colinaand Varel a, maintai ning that the United
States had become a “ sanctuary for terrorists.” %!

In another controversial case, Venezuela has requested the extradition of anti-
Castro activist Luis Posada Carriles for his alleged role in the 1976 bombing of a
Cuban airliner that killed 73 people.®> In April 2005, Posada' s lawyer announced
that Posada had entered the United Statesillegally from Mexico and would apply for
asylum because he has a “well-founded fear of persecution” for his opposition to

1%8 Gerardo Reyesand Alfonso Chardy, “ Wanted Chévez FoesFleeto South Florida,” Miami
Herald, April 5, 2005.

159 Alfonso Chardy, “Deport Venezuelan Bombing Suspects, U.S. Urges Court,” Miami
Herald, March 25, 2005.

160 AIfonso Chardy, “2 Officers Won't Be Sent Home,” Miami Herald, April 12, 2006.

181 Christopher Toothaker, “Venezuel a’ sChavez SaysBush‘ Demolishing’ U.S. Democracy,
Threatening Peace,” Associated Press, May 24, 2006.

162 Also see CRS Report RL32730, Cuba: Issues for the 109" Congress, by Mark P.
Sullivan.
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Fidel Castro.’®® Posada had been imprisoned in Venezuela for the bombing of the
Cuban airliner but reportedly was allowed to “escape” from prison in 1985 after his
supporters paid a bribe to the prison warden.®® He had been acquitted for the
bombing but remained in prison pending a prosecutorial appeal. Posada also
reportedly admitted, but | ater denied, involvement in astring of bombingsin Havana
in 1997, one of which killed an Italian tourist.’®*®> More recently, Posada was
imprisoned for several years in Panama for his involvement in an alleged plot in
November 2000 to kill Fidel Castro. He was convicted on weapons charges in the
case and sentenced to eight yearsin prison, but ultimately was pardoned by outgoing
President Mireya Moscoso in August 2004.

ICE arrested Posada on May 17, 2005, and subsequently charged him with
illegally entering the United States. A DHS pressreleaseindicated that | CE does not
generally deport people to Cuba or countries believed to be acting on Cuba's
behalf.**® V enezuelahas pledged that it would not hand Posada over to Cuba, but on
September 26, 2005, a U.S. immigration judge ruled that Posada could not be
deported to Venezuela because he could be tortured.®” ICE reviewed the case and
determined on March 22, 2006, that Posada would not be freed from a federal
immigration facility in El Paso, Texas.'®

In November 2006, however, a U.S. federa judge, who was considering
Posada' s plea that he be released, ordered the government to supply evidence, by
February 1, 2007, justifying his continued detention. On January 11, 2007, afederal
grand jury in Texas indicted Posada on seven countsfor lying about how he entered
the United States illegally in March 2005, whereupon he was transferred from
immigration detention in El Paso to a country jail in New Mexico near the Texas
border.

Posada was released from jail in New Mexico on April 19, 2007, and allowed
to return to Miami under house arrest to await an upcoming trial on immigration
fraud charges, but on May 9, 2007 a federa judge in Texas dismissed the charges.
Thejudgemaintained that the U.S. government mistrans ated testimony from Posada
and manipul ated evidence.’® On June 5, 2007, Justice Department prosecutorsfiled

163 Alfonso Chardy and Nancy San Martin, “Lawyer Expects Posadato Show Soon,” Miami
Herald, April 14, 2005.

164 Ann Louise Bardach, “Our Man’s in Miami. Patriot or Terrorist?,” Washington Post,
April 17, 2005.

165 Oscar Corral and Alfonso Chardy, “Victim's Kin Oppose Posada Bid for Asylum,”
Miami Herald, May 7, 2005.

166 Department of Homeland Security, Office of Public Affairs, Statement, May 17, 2005.

167 Alicia Caldwell, “Judge Says Cuban Militant Can’t Be Deported to Venezuela,”
Associated Press, September 28, 2005.

188 Oscar Corral , “ Cuban ExileMilitant L uisPosadaDenied Release,” Miami Herald, March
22, 2006.

169 Carol J. Williams, “ Pressure Growsto Prosecute Cuban Exile,” Los Angeles Times, May
(continued...)
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anotice of appeal with the 5" U.S. Circuit Court of Appealsin New Orleans and on
November 6, 2007, federal prosecutorsfield abrief requesting that the court reverse
thelower court’ sdecision.*™ Both V enezuel aand Cubastrongly denounced Posada’ s
release, contending that he is aterrorist, and in mid-March 2008, the two countries
raised the issue at a UN Security Council meeting on the UN’s anti-terrorism
strategy. Venezuela maintains that the State Department has ignored its request to
extradite Posada. Another grand jury in New Jersey is reportedly examining
Posada s alleged role in the 1997 bombings in Cuba.'™*

On November 15, 2007, the House Subcommittee on International
Organizations, Human Rights, and Oversight of the Committee on Foreign Affairs
held a hearing focusing on the Posada case.

Legislative Initiatives

110™ Congress. In the 110" Congress, congressional concerns regarding
Venezuelafocuson thestate of democracy and humanrights, energy i ssues, terrorism
issues, and the overall status of bilateral relations and U.S. policy.

OnMay 24, 2007, the Senate approved S.Res. 211 (Lugar) expressing profound
concernsregarding freedom of expression and V enezuela sdecision not to renew the
license of RCTV.

On June 21, 2007, the House approved by voice vote H.Amdt. 358 (Mack) to
H.R. 2764, the FY 2008 State Department and Forei gn Operationsappropriationshill,
which would have directed $10 million in international broadcasting operations
funding for targeted broadcasting for Venezuela. The House subsequently approved
H.R. 2764 on June 22, 2007. The Senate version of the bill, approved September 6,
2007, did not include such aprovision. Thefinal enacted measure, the Consolidated
Appropriations Act for FY2008 (P.L. 110-161, Division J), does not specify such
funding, but the joint explanatory statement on the bill expresses support for
restoring shortwave and medium wave transmission to Venezuela. The
Administration’s FY 2008 foreign aid budget request also included $3 million in
Development Assistance (DA) to support to Venezuelan civil society and $50,000
in International Military Education and Training (IMET). (Ultimately an estimated
$1.5 millionin DA and an estimated $3 million in Economic Support Fundswill be
provided for support to Venezuelan civil society in FY 2008, according to the
Administration's FY2009 Congressional Budget Presentation for Foreign
Operations, while an estimated $47,000 will be provided for IMET.)

169 (,...continued)
10, 2007.

10 The federal prosecutors’ brief isavailable at
[http://media.miamiheral d.com/smedia/2007/11/06/20/Posada 5CA_07-50737_electroni
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On November 5, 2007, the House approved by voice vote H.Res. 435 (Klein),
which “expresses concern over the emerging national security implications of the
Iranian regime’s efforts to expand its influence in Latin America.” Among other
provisions, the resolution noted Venezuela' s support for Iran in the International
Atomic Energy Agency, plans for a $2 million Iranian-Venezuelan fund for
investmentsin third countries, and the establishment of direct civilian airlineflights
from Iran to Venezuela

On July 23, 2008, the House passed H.R. 6545 (Cazayouz) by a vote of 414-0,
2 present, which would require a national intelligence assessment on national and
energy security issues. Thiswould include an assessment of “theimplications of the
potential use of energy resources asleverage against the United Statesby Venezuel a,
Iran, or other potential adversariesof the United Statesasaresult of increased energy
prices.”

Additional resolutions introduced in the House include H.Con.Res. 50
(Fortuiio), introduced January 31, 2007, which would call on the Venezuelan
government to uphold the human rights and civil liberties of its people; H.Con.Res.
77 (Wéller), introduced March 1, 2007, which would call on the Venezuelan
government to respect a free and independent media and to avoid al acts of
censorship against the media and free expression; H.Res. 560 (Barton), introduced
July 19, 2007, which would express concern about the Venezuelan government
taking control of themagjority stakesof theoperationsof six major oil companiesand
stripping these companies of al operational control of their energy development
projectsinVenezuela; H.Res. 965 (Issa), introduced February 7, 2008, which, among
other provisions, would call upon the Chavez government to take action to deny
Venezuelan territory and weapons from being used by terrorist organizations; and
H.Res. 1049 (Mack), introduced March 13, 2008, which, among other provisions,
urges the Administration to designate Venezuela a state sponsor of terrorism.

Two Senate bills would increase hemispheric cooperation on energy issues: S.
193 (Lugar), the Energy Diplomacy and Security Act of 2007, introduced January 4,
2007, and reported by the Senate Foreign Relations Committee April 12, 2007
(S.Rept. 110-54); and S. 1007 (Lugar), the United States-Brazil Energy Cooperation
Pact of 2007, introduced March 28, 2007.

109" Congress. Inthe 109" Congress, therewas|egisl ative action on several
initiatives on Venezuela and oversight hearings were held in both houses. The
FY 2006 Foreign Operations appropriations measure (P.L. 109-102, H.R. 3057,
H.Rept. 109-265) appropriated $2 million in Democracy Funds for the NED for
democracy programsin Venezuelaand $2.252 million in funding under the Andean
Counterdrug Initiative (ACI), although slightly less was provided because of a 1%
across- the-board rescissioninthe Defense Department appropriationsmeasure (P.L.
109-148) that affected Foreign Operations funding. The Administration also had
requested $500,000 in Economic Support Funds (ESF) for Venezuela, athough no
specific earmark was provided in the conference report to P.L. 109-102, and the
Administration ultimately did not allocate the assistance.

For FY 2007, the Administration requested $1 million in ACI funding, $1.5
million in ESF for democracy initiatives, and $45,000 for International Military
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Education and Training (IMET). The House-passed version of the FY 2007 foreign
operations appropriation bill, H.R. 5522, would have provided no ACI funding for
Venezuela. The Senate Appropriations Committee report to the bill recommended
fully funding the Administration’ s $1 million ACI and ESF requestsfor Venezuela
Final action on FY 2007 foreign aid appropriations was not completed by the end of
the year, leaving the 110" Congress to complete action in 2007.

Two resolutions on V enezuelawere also approved in the 109" Congress. With
regard to counternarcotics cooperation, the House approved H.Con.Res. 400
(Burton), by voicevote on July 26, 2006, which expressed the sense of Congressthat
Venezuelashould actively support strategiesfor ensuring secureairport facilitiesthat
meet international certifications to prevent trafficking of controlled substances,
narcotics, and laundered money. The resolution also condemned Venezuela's
failuresto stem theflow of narcoticsthroughitsterritory and called for, among other
measures, stepsto restore cooperation between Venezuelaand the DEA. S.Res. 607
(Bunning), approved by unanimous consent on December 6, 2006, condemned
President Chéavez' s anti-American rhetoric during his September 20, 2006, speech
before the U.N. General Assembly and “the undemocratic actions of President
Chavez.”

In other action, the House-passed version of H.R. 2601 (H.Rept. 109-168), the
FY 2006 and FY 2007 Foreign Relations Authorization Act, had aprovision (Section
1025) that would have authorized $9 million in Economic Support Fundsfor each of
FY 2006 and FY 2007 “to fund activities which support political parties, the rule of
law, civil society, an independent media, and otherwise promote democratic,
accountable governance in Venezuela” H.R. 2601 also had aprovision, in Section
106(5), that would have authorized fundsfor the “ Broadcasting Board of Governors
to carry out broadcasting to Venezuela for at least 30 minutes per day of balanced,
objective, and comprehensive televison news programming, radio news
programming, or both.” Final action on H.R. 2601 was not completed by the end of
the 109" Congress.

Other legidlativeinitiatives not completed before the end of the 109" Congress
included H.Con.Res. 224 (Fortufio), which would have called on the Venezuelan
government to uphold human rights and civil liberties; H.Con.Res. 328 (Mack),
which would have condemned President Chavez’ s anti-democratic actions; S. 2435
(Lugar), which would have increased hemispheric cooperation on energy issues,
including cooperation among the governmentsof Brazil, Canada, Mexico, the United
States, and Venezuela, H.Res. 1033 (Graves), which would have condemned
President Chavez’ s anti-American rhetoric at the United Nations; and S.Res. 587
(Santorum), which would have condemned the anti-democratic actions and
statements of the leaders of Iran, Cuba, and Venezuelaand expressed concern about
the national security implications of the relationships between those |eaders.

Several oversight hearings were held in the 109" Congress dealing with
Venezuelapolicy issues. On November 17, 2005, the House International Relations
Committee, Subcommittee on the Western Hemisphere, held a hearing on the status
of democracy in Venezuela. Earlier in the year, the subcommittee held hearings on
March 9 and September 28, 2005, regarding the state of democracy in the Latin
America, both of which touched on Venezuela. In 2006, thefull House International



CRS-62

Relations Committee held a June 21 hearing on the status of democracy in Latin
Americathat covered Venezuela, while the House Subcommittee on International
Terrorism and Nonproliferation held a July 13, 2006, hearing specifically on
Venezuela and terrorism issues. In terms of energy security in the Western
Hemisphere, the House Subcommittee on the Western Hemisphere held ahearing on
March 2, 2006, whilethe Senate Foreign Rel ations Committee held ahearing on June
22, 2006.

108" Congress. Inthe 108" Congress, Members of Congress had expressed
concerns about the political situation in Venezuela. The Senate Foreign Relations
Committee held hearing in June 2004 on the status of democracy in Venezuela and
the August recall referendum.’”? As noted above (U.S. Funding for Democracy
Projects), the conference report to the FY 2005 Consolidated Appropriations Act
(Division B of P.L. 108-447, H.Rept. 108-792) required a comprehensive report on
NED’s activitiesin Venezuela since FY 2001 and reaffirmed NED’ s duty to ensure
that all sponsored activities adhere to core NED principles.

Also in the 108™ Congress, two resolutions were introduced in the House, but
no action was taken on these measures. H.Res. 716, introduced by Representative
Elton Gallegly on July 14, 2004, would, among other provisions, have encouraged
Venezuelans to participate in a constitutional, peaceful, democratic, and electoral
solution to the political crisis in Venezuela, and appealed to the Venezuelan
government and the opposition to support a free, fair, and transparent recall
referendum in accordance with the V enezuel an constitution. H.Res. 867, introduced
by Representative Tom Lantoson November 20, 2004, would have expressed support
for the National Endowment for Democracy in Venezuela. The resolution would
have expressed the view that charges against SUmate were politically motivated. As
noted above, Smate isaV enezuelan civic organization involved in voter education
and electoral observation that received funding from the National Endowment of
Democracy. The resolution also would have welcomed the dropping of charges by
the Venezuelan government against Simate. Earlier intheyear, inaJuly 12, 2004,
letter to President Chavez, the House International Relations Committee expressed
serious concern about the treatment of the leaders of Simate.

172 Senate Foreign Relations Committee, Subcommittee on Western Hemisphere, Peace
Corps, and Narcotics Affairs, “ The State of Democracy in Venezuela,” Hearing, June 24,
2004.
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