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HEADLINE:   Chavez  opts for  oil -fuelled world tour while progress slows  on

social issues Challengers point to failures in housing and poverty ahead of

December's elections, reports Andy Webb-Vidal

BYLINE: By ANDY WEBB-VIDAL

DATELINE: CARACAS 

 BODY:

   Rarely a week goes by without Hugo  Chavez, Venezuela's  president, jetting

off to another country in the region, or farther afield, to offer discount fuel 

to poor communities or to extol the virtues of his home-spun "Bolivarian

Revolution".

   Flush with copious  oil  revenues, Mr  Chavez  has probably clocked up more

air miles in recent times than any other Latin American leader. This week he

will take in Rome, Vienna - where he will take part in the EU-Latin America

summit - London, Tripoli and Algiers. 

   But as Mr  Chavez  struts the world stage, there are signs that the former

army officer may be neglecting pressing issues at home, in turn emboldening

challengers who see a chance to unseat him in elections in December.

   Some of the president's supporters are protesting that, after seven years in 

power, the government has little to show in terms of its pledges to create jobs,

provide homes for the poor and tackle crime.

   "I've been filling in forms and waiting for a new home for three years," says

Mariana Gomez, a mother of three, sitting outside a government housing office in

Caracas. " Chavez  was meant to fix this sort of thing but he's not done so."

   The  Chavez  administration's record on social and economic progress is

brittle. Housing provision has been a disaster. In 2005, the government

constructed 41,500 new homes - only 34 per cent of its target.

   Last Sunday, on his "Alo Presidente" television programme, Mr  Chavez 
pledged to build 150,000 homes this year. Since the start of the year, 17,400

have been built.  Venezuela  has a housing deficit of 1.6m units.

   Mr  Chavez,  a self-described "21st century Socialist", is not admitting any 

failures, however. "What this revolution can claim are achievements and more

achievements," he insisted last weekend.

   In one area - poverty - the government is adamant that it scores top marks.

But there are doubts over the reliability of official data.

   Early last year,  Venezuela's  National Statistics Institute said 53 per cent

of the population lived in poverty at the end of 2004, 9.2 points higher than in

early 1999, at the start of the  Chavez  government.

   Irked by the numbers, the president ordered a change in INE's "methodology". 

Shortly after, it announced that, in mid-2005, only 39.5 per cent of people

lived in poverty - a 14.5 point "improvement" in a few months.

   The six opposition candidates who have so far announced plans to run against 

Mr  Chavez  this year have been emboldened by such issues.

   Teodoro Petkoff, a former economy minister and presidential candidate, says

Mr  Chavez  has failed to tackle what would be the key goal of any

self-respecting "socialist".

   "The great success of  Chavez  has been to introduce social issues into the

national debate. Paradoxically, however, seven years later poverty is still the 

biggest national drama," says Mr Petkoff, a former guerrilla and a well-known

figure on the Latin American democratic left. "That's a real disgrace."

   Mr Petkoff has proposed the establishment of a heritage fund that would share

out some of  Venezuela's oil  revenues directly to poor families through

"petroleum vouchers".

   However, the opposition has significant divisions to overcome before it can

capitalise on the assertion that life under "El Comandante  Chavez " is worse

than before.

   Some opponents, such as Julio Borges of the centre-right Justice First party,

favour primary elections as the ideal method of choosing a single candidate.

   Others, like Mr Petkoff, argue that low participation in primaries would

weaken the victor. A single opposition candidate, he says, should emerge as a

result of "natural selection".

   While the opposition struggles with its internal problems, Mr  Chavez  is

strengthening an array of parallel social programmes, called "missions".

   The most successful "mission" provides staple foods at subsidised prices

through a chain of government-supplied stores. Today, the majority of poor

families, and a third of high-income families, shop at these stores, called

"Mercal".

   Luis Vicente Leon, director of Datanalisis, a polling company, says the

"missions" have allowed Mr  Chavez  to compensate for dissatisfaction with the

government over its handling of issues such as unemployment and crime.

   " Chavez  gets high approval ratings for the missions; they are very

important for the poor," he says. Datanalisis's latest poll, in March, found

that if elections were held tomorrow, Mr  Chavez  would win 56.8 per cent,

ensuring himvictory.

   "The results show a clear advantage for Mr  Chavez  as campaigning gets under

way," says Mr Leon.

   With vast  oil  revenues allowing the president to spend almost without

restraint, even on the most inefficient of programmes, it looks likely to be

enough to ensure Mr  Chavez  remains in office, as well as to continue

travelling the world.
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HEADLINE:  Why we should bother about  Chavez  and his politics DAVID LEHMANN
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   Who is afraid of Hugo  Chavez?  At present, most western governments see the 

Venezuelan president as an irritant and even a potential menace to international

security. But as Mr  Chavez  proceeds on a European "roadshow" with a stop in

London, it is worth asking why Europe should bother about him. Of course,

unpredictable government in a major  oil  exporting country affects the world.

But the immediate European interest is that Mr  Chavez,  his apparent disciple

Evo Morales, newly elected Bolivian president, and other Latin American

leaders who may follow, allow Europe to do what it does best: namely to stand up

constructively for liberal democracy.

   Mr  Chavez's  image thrives on anti-global and anti-US invective. He supports

Fidel Castro, the Cuban president, by selling him  oil  cheaply and taking in

20,000 of Cuba's underemployed medics. He supports the anti-globalisation

movement and gave political if not material support to Bolivian protests that

paved the way for Mr Morales' December election victory. He was invited to

London by Ken Livingstone, London's maverick mayor, who says Britain could learn

about democracy and social policy from Mr  Chavez,  and no doubt delights in

playing host to the man who has called Tony Blair, the prime minister, "Hitler's

friend". 

   In spite of overblown Latin rhetoric which Anglo-Saxons so easily dismiss, Mr

 Chavez's  challenge is nevertheless a serious matter: it amounts to a widely

shared belief that liberal democracy is an inappropriate vehicle for, or even

the enemy of, social reform. The US, unfortunately, has shown that it shares

this belief, making the mistake, for example, of supporting the desperadoes who 

tried to overthrow Mr  Chavez  in 2002, with disastrous consequences for US

influence and, more importantly, for democracy, in Latin America.

   Perhaps Europe's greatest achievement, in contrast, has been the

consolidation of democracy to the east and so Europe's message to Mr  Chavez 
should be that whatever his geopolitical or economic views, his hostility to

liberal democracy is deeply flawed. In A&#x201a;A-Venezuela his style - and

style is everyA&#x201a;A-thing in this context - is government by patronage and 

by the proclamation of wildly unrealistic targets - notably in poverty reduction

and public housing projects. Compounding this problem are growing doubts about

the integrity of  Venezuela's  official statistics, which now raise questions

even about successes such as the recent halving of the unemployment rate.

   In Bolivia, which is far poorer and has an even more chaotic bureaucracy than

 Venezuela's,  the prospect of a state-managed  oil  and gas industry - as

declared by Mr Morales earlier this month - is a recipe for mismanagement and

corruption on a grand scale, whatever the merits of nationalisation in

principle. Certainly the sweeping reforms proposed by Mr Morales are necessary, 

as are decent education and basic health provision. But even after the gas

industry is nationalised, Bolivia cannot fund these.

   From Mr Morales' viewpoint, he is doing the rational thing: he can hardly

expect to gain from making concessions to the US, so he might as well ride the

rhetorical wave and hope Mr  Chavez's  support will see him through. Europe's

attitude to Mr  Chavez  has been plagued by conflicting interests and

ideologies. Spain, seduced by Mr  Chavez's  rhetoric and desperate to revive its

naval shipyards, concluded with  Venezuela  the largest military export deal in 

the country's history. But now Madrid, offended by Bolivia's expropriation of

Repsol's  oil  wells, has talked of cutting debt forgiveness. In Latin America, 

it is hard for leaders in small, vulnerable countries to resist the temptations 

of highly politicised Venezuelan "aid". Even Argentina has incurred a political 

debt by selling bonds to  Venezuela  - which Caracas immediately sold on, at a

profit, to a favoured local bank.

   This is where Europe can play a creative role, by helping countries such as

Bolivia that are falling under  Venezuela's  influence - not by defending

European multinationals' investments (they can look after their own political

risks), but through increased aid to non-governmental organisations, and by

holding out the prospect of support for good government subject to proper

respect for the rules of democracy.

   The writer is reader in social science and former director of the Latin

American Studies Centre at Cambridge University
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HEADLINE:  Venezuelan bankers get rich from  Chavez's  revolution But if the

president starts to act on his '21st century socialism' rhetoric the party may

soon be over, writes Andy Webb-Vidal
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   Bankers traditionally face firing squads in times of revolution. But in

 Venezuela,  they are having a party.

   Diran Sarkissian, president of the local subsidiary of Stanford Bank, a US

bank with offshore operations based on the Caribbean island of Antigua, is proud

of his rapidly lengthening list of high-net-worth customers who are enjoying

President Hugo  Chavez's  self-styled "Bolivarian Revolution".

   "As far as growth is concerned we're very happy," says Mr Sarkissian. That

might be an understatement. Deposits have increased by 600 per cent to Dollars

106m (Pounds 57m, Euros 84m) in the year since the boutique bank opened for

business in Caracas. 

   Stanford Bank "black" credit cards now post the highest month-end balance of 

all Mastercards issued in  Venezuela,  even though it has issued far fewer than 

other banks, he adds. "We've aimed at the top end of the market."

    Venezuela's  abundance of usually limitless "black" credit cards would seem 

to sit uncomfortably with Mr  Chavez's  fiery anti-capitalist rhetoric and his

occasional threats to jail bankers.

   "We have to transform the structures of capitalism," he said in a recent

speech peppered with quotes from rebel icon Che Guevara.

   But so far, rather than nationalise banks, the "revolutionary" distribution

of  oil  money has spawned wealthy individuals who are increasingly making

Caracas a magnet for Swiss and other international bankers. And it is not just

private bankers who are banking on the revolution.

   Francisco Faraco, a banking consultant, says local commercial banks are

enjoying their most profitable times ever under Mr  Chavez:  "Venezuelan banks

have not seen a contraction during a single quarter since 2003."

   In 2002, when  oil  prices were low and the economy was in deep recession,

the  Chavez  administration issued billions of dollars' worth of high-yielding

domestic debt that was lapped up by the banks. Double-digit interest rate

margins left the country's banks among the most profitable in Latin America.

   But as  oil  prices have since soared, government spending has risen by 70

per cent and the economy has grown rapidly - by 17.9 per cent in 2004 and 9.3

per cent last year. Spending and exchange controls have led to a big expansion

of liquidity and stoked demand for credit.

   During 2005, bank assets rose from Dollars 29.3bn to Dollars 39.8bn and the

consumer loan portfolio has increased by about 200 per cent over the past two

years. Banks have begun to lend cash aggressively for even the most unlikely

services, such ascosmetic surgery.

   Oscar Garcia, president of Banco Venezolano de Credito, says that since late 

2005, a group of Venezuelan banks has also benefited from government-backed

currency arbitrage trades involving Argentine sovereign dollar bonds.

   In recent months the government has bought Dollars 3.6bn of Argentine bonds, 

the bulk of which it has sold at the official bolivar exchange rate to local

banks to absorb excess liquidity. In turn, the banks resell the bonds and profit

by buying bolivars at a tolerated, higher black market rate.

   How much the banks earn from the arbitrage trades is unclear, as short-term

operations do not appear on their balance sheets. But some economists estimate

that for some banks they could represent the largest item of income.

   "Thanks to some bankers' warm relationship with the government, banks in

 Venezuela  have been doing extremely well, in fact better than what their

official balance sheets suggest," says Mr Garcia.

   However, analysts are concerned because banks have seen their interest rate

margin narrow over the past year since the government set rate ceilings and

floors. Loan loss provisions have fallen to 2.4 per cent of total loans, the

lowest level since a financial crisis in 1994, when a dozen banks collapsed.

   Franklin Santarelli, a director of Fitch Ratings in New York, which last

month downgraded several Venezuelan banks, says the profitability of Venezuelan 

financial institutions could decline for another reason.

   "The main risk that is embedded in the negative outlook for Venezuelan banks 

is related to the possibility of more government intervention," he says.

   Inflated by  oil  money, the public sector has already become the largest

single depositor and government bonds make up a majority of many banks' assets. 

   Legislation that obliges banks to lend at below-market rates to farmers and

place micro-credits means that about a third of total loans are now granted

because of a government directive, rather than a financial risk evaluation.

   Ruth de Krivoy, president of Sintesis Financiera, a consultancy, says the

government is also preparing to control fees. "Deposit and lending rates are

regulated, and fees are bound to be regulated soon," she says. If Mr  Chavez's  

practice of "21st century socialism" begins to match his rhetoric, Mr Faraco

says, the party will be over for the bankers.

   "In a socialist economy you assign resources as a result of the will of who

governs, but in a capitalist economy resources are assigned as a result of risk 

analysis," he says. "They are two completely incompatible criteria."
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Venezuela Strengthens Its Relationships in the Middle East 

By SIMON ROMERO
CARACAS, Venezuela, Aug. 20 — Venezuela has long cultivated ties with Middle Eastern governments, finding common ground in trying to keep oil prices high, but its recent engagement of Iran has become a defining element in its effort to build an alliance to curb American influence in developing countries.

In a visit late last month to Tehran by President Hugo Chávez and his oil minister, Rafael Ramírez, the two countries agreed to produce jointly nearly a dozen products, including crude oil and medicines. In a further sign that their ties have taken on a new dimension, the two countries are speaking in a more unified voice in their criticism of Israel and the United States. 

The strengthening of ties has turned Iran into Venezuela’s closest ally outside Latin America, adding clout to Mr. Chávez’s efforts within OPEC to increase revenue through output limits by oil-exporting countries. Venezuela has also become the most vociferous defender of Iran’s nuclear program at a time when Iran feels increasingly isolated.

“We stand by Iran at every moment, in any situation,” Mr. Chávez said in Tehran, where he received the golden High Medallion of the Islamic Republic from President Mahmoud Ahmadinejad. Venezuela, Syria and Cuba were the only countries to oppose referring Iran to the United Nations Security Council at a meeting in February of the International Atomic Energy Agency. 

Though Venezuela maintains close economic ties with the United States, relations have been strained by verbal sparring between the Bush administration and Mr. Chávez. 

Mr. Chávez has also shown recent interest in strengthening ties with Syria, sending his deputy foreign minister, Alcides Rondón, to Damascus last week. Mr. Chávez continues to push for tighter relations with close trading partners of the United States. He is scheduled to arrive in China on Tuesday for a six-day visit aimed at finding ways to ship more Venezuelan oil to Chinese refineries. He is also expected to visit Malaysia and Angola.

Now, with Iranian investment in Venezuela climbing fast, what began as a trickle of ventures has evolved into the most vivid example of Venezuela’s move to reshape its foreign policy and distance itself from the United States by reaching out to countries on the margins of American influence, including Belarus, Zimbabwe and Cuba.

Hundreds of Iranian tractors are already rolling off an assembly line at a plant in Venezuela’s interior, and Khodro, the Iranian car manufacturer, plans to produce 5,000 Samand sedans a year at factory near Caracas starting in November. 

With Venezuela vying for a nonpermanent seat on the United Nations Security Council, the ties with Iran have led to additional friction with the United States.

In testimony last month before the House Subcommittee on International Terrorism and Nonproliferation, Frank Urbancic Jr., the principal deputy coordinator for counterterrorism in the State Department, said Venezuela’s close relations, including intelligence operations, with Iran and Cuba helped illustrate a “near complete lack of cooperation” with American efforts to fight terrorism.

The Bush administration further irked Mr. Chávez last week by appointing J. Patrick Maher, a longtime Central Intelligence Agency official, to oversee intelligence-gathering operations on Venezuela and Cuba. A comparable post had existed previously only for Iran and North Korea. Mr. Chávez ridiculed the move and said he had captured four people accused of spying for the United States, though the American Embassy here said it had no knowledge of such apprehensions. 

The Bush administration’s more aggressive stance has drawn sharp rebuttals from officials here, who contend the United States is planning military action against Venezuela with an eye to controlling the country’s petroleum resources, the largest conventional reserves outside the Middle East. 

Petropars, the Iranian national oil company, said it could invest as much as $4 billion in petroleum ventures in Venezuela to produce crude oil and natural gas. “We want to help them,” said Mohammad Ali Talebi, a Petropars representative in Venezuela and director of a venture that may extract sulfur-laden heavy oil in an eastern region there. 

Venezuela has also supported Iran’s effort to price oil in euros instead of dollars, a move aimed at weakening the influence of American investment banks and hedge funds, and the creation of an oil exchange in Iran to trade such contracts.

“Geopolitically, the most important front for Chávez in the world at this moment is Iran,” said Alberto Garrido, a historian who is writing a book on Venezuela’s ties to Muslim countries. “Chávez, together with his closest advisers, have defined the strategic alliance with Iran as a means with which to counter American power.”

The ties with Iran have fueled theories among Mr. Chávez’s fractious opponents — though without any substantiation — that Venezuela could be sending uranium from its Amazonas state to Iran in exchange for nuclear technology. There have also been unsubstantiated claims that Mr. Chávez wants eventually to replay the Cuban missile crisis.

Venezuela has repeatedly said it has no plans to develop nuclear weapons. Mr. Chávez said in Tehran that he would support an effort to develop a nuclear energy program by Mercosur, the South American trade bloc that Venezuela recently joined.

A strong relationship between Venezuela and Muslim countries is nothing new, dating to the formation of OPEC in Baghdad in 1960, largely the brainchild of a Venezuelan oil minister. An approximation with Iran may have gotten under way in the mid-1990’s by Norberto Ceresole, an Argentine sociologist known for his anti-Semitic views who was a Chávez adviser. Mr. Chávez later distanced himself from Mr. Ceresole, who died in 2003. After Mr. Chávez was elected in 1998, he made relations with Iran a priority in his push for OPEC to raise oil prices.

Recent statements by Mr. Chávez in Iran and other Muslim countries, however, are increasing concern here in Caracas that Mr. Chávez is aligning himself too closely with Muslim leaders who have little in common with Venezuela’s generally inclusive and pluralistic political system. While in Qatar, Mr. Chávez said in an interview with Al Jazeera that Israeli military actions in Lebanon were “being carried out in the style of Hitler, in a fascist fashion.”

After the fighting between Israel and the Lebanese Hezbollah militia began, Mr. Chávez recalled his highest-ranking diplomat in Israel. Then, in his weekly television program, Mr. Chávez accused Israel of a “new Holocaust.” The authorities in Jerusalem responded by recalling Israel’s ambassador in Venezuela, Shlomo Cohen, for consultations. 

“We have to categorically reject the comments for attempting to make the Holocaust banal,” said Fred Pressner, president of the Confederation of Jewish Associations of Venezuela. But some Jewish leaders here also said earlier this year that comments by Mr. Chávez about the “descendants of the same ones who crucified Christ” were too hastily interpreted as anti-Semitic.

Political analysts here said the comments about Israel and other recent moves, like the appointment of Nicolas Maduro as foreign minister, were evidence of a radicalization of foreign policy that had stronger ties with Iran at its center. Mr. Maduro, who has stepped down as speaker of the National Assembly to take the post, had traveled to Iran in February to show explicit support for its nuclear program.

Jens Erik Gould contributed reporting for this article.

