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Executive Summary

Venezuela, a founder of the Organization of the Petroleum Exporting Countries (OPEC) is one of the 
world’s largest exporters of oil, holding 20% of global reserves. Although these reserves once transformed 
the global energy market and the country’s economy, under the leadership of Hugo Chavez, the oil sector 
has been in steep decline. Production has been hindered by years of international sanctions and misman-
agement, bringing Venezuela’s era as an energy powerhouse to an end. 

This report compiles research from a wide range of primary and secondary sources to diagnose several 
risks facing the Venezuelan oil industry. Provided is a compiled collection of mitigation strategies to help 
minimize risks and identify opportunities for improvement. 

This document features four sections:

1.  Venezuela & The PVDSA: 
A broad overview of how the country’s structure and governance impact the oil industry.

2. Resources: 
An examination of the country’s poor cash position, human capital, foreign direct investment and sugges-
tions to change Venezuela’s current standing.

3.  International Cooperation: 
An investigation into Venezuela’s relationships with other countries and solutions which propel the country 
towards strategic change.

4.  Global Trends: 
An analysis on how technological and energy trends will change the demand for Venezuelan oil, and what 
the country can do to cope.



Page 5Leadership & Democracy Lab, Unviersity of Western Ontario

R
is
ks

Mitigations

Economic
Risks

International 
Relations 
Risks

Leadership
Risks

Energy
Trends
Risks

Social Welfare Fund

Diversification
(Economy)

Pay Loans

Leveraging Oil

Support from LIMA for 
opposition (Guaido)

Renegotiating Debt

Cash management &
Taxation changes

Invest in clean energy

Industry 
management

Education and STEM 
spending

Pro-democracy 
programs

Leveraging existing 
allies

Allow more US workers 
in Venezuela

Take efforts against 
Hezbollah

Make concessions

Work with opposition 
(Guaido)

Better relations with 
China and Turkey

Modernize 
refineries

Reduce emissions .
. .

. .
.

. .

. .

. .

. .
. .

.
.

. .

. .

. .

.

. .

.

. .



Page 6 Political Risk Assessment: Migitating Political Risk to the Venezuelan Oil Industry

Venezuela & PDVSA
Historical Economic 
Dependence on Oil

RISK

Upon its discovery in 1922, oil has become a strong 
source of income for the Venezuelan economy, ac-
counting for around 80% of their exports in 2017.   and 
this has only shifted to dependence as time passed. 
Similar to the Netherlands’ discovery of oil in the North 
Sea (1959), Venezuela found itself falling into an eco-
nomic theory named “Dutch disease”.  This concept 
describes the macroeconomic effect of a new com-
modity or resource, such as oil, being discovered. 
Other areas of the economy are then forgone to build 
up infrastructure relating to the newly discovered re-
source. Labour and capital are taken away from the 
manufacturing or agricultural sectors which are con-
sidered crucial to any country’s development. When 
the resource runs out or its prices fall, there is a large 
rise in unemployment and depreciation of currency. 
The country is then reliant on a failing sector without 
the required development in other areas of the econ-
omy. In the case of Venezuela, this has been transpir-
ing for almost a century, restricting economic growth.

MITIGATION

Despite exhibiting Dutch disease for a considerable 
amount of time, there are ways for the country to re-
adjust its economic trajectory. One possible mitiga-
tion is the creation of a social wealth fund or SWF. An 
SWF is an investment fund that is owned by a country 
comprised of various stocks, bonds, and other sourc-
es. This type of fund would give Venezuela an exter-
nal source of income to invest in the infrastructure 
development required to enlarge its oil sector.  An-
other way Venezuela can increase their oil revenue 
is to decrease the Petróleos de Venezuela, S.A.(PDV-

SA) budget allocation to social programs. As of 2002, 
10% of its budget must be allocated to development 
not in the oil sector, but should this be decreased, 
oil profits can be used to build up the sector’s in-
frastructure and drive revenues for the long-term.

Venezuelan International 
Relations

RISK

Due to a number of political and international fac-
tors, Venezuela has a negative reputation in the in-
ternational community, evidenced by sanctions put 
in place to prevent Venezuelan business abroad. For 
example, Venezuela ranks 162 out of 179 countries on 
Transparency International’s Corruption Index. De-
spite this, the country has had some success in creat-
ing relationships with others through its connections 
with the Organization of Petroleum Exporting Coun-
tries (OPEC) and other countries in its immediate vi-
cinity.  Venezuela, a founding member of OPEC, is in 
good standing with the organization and indirectly 
has an impact on oil prices worldwide. Typically, quo-
tas are needed from all members and when a state 
is underperforming, other states, usually those in the 
Middle East, will sell extra capacity to make up for it. 
However, due to an increasing emergence of US oil in 
recent years, these countries are less willing to invest 
in spare capacity because of a decreasing market 
share, which negatively impacts Venezuela’s OPEC 
standing.  Venezuela also joined Mercosur, which is a 
trade agreement between South American countries, 
in 2006 but has since been suspended due to politi-
cal turmoil. During their time in the agreement, deals 
were made with countries including Brazil, Argenti-
na, Columbia and more but having their membership 
suspended will hinder future agreements. Despite the 
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Governance and Guaidó

RISK

Maduro’s continued corruption and mismanagement 
have proven that he is not suited to recover the Ven-
ezuelan oil industry. For example, he failed to reinvest 
in the industry and has appointed military officials 
with no expertise on oil, solely because of their loy-
alty to him.  However, despite wide domestic unfa-
vourability and opposition leader Guaidó proclaiming 
himself the legitimate president, the Maduro regime 
has managed to maintain its power. His regime has 
the ability to remove all dissidents and deny Guaidó’s 
claims, allowing him to push the oil industry into ruin.
 
Guaidó made a strong start, and was recognized by 
many in the international community as the rightful 
president. However, his approval dropped from 60% 
in February 2019, to 25.5% in May that year.  Fur-
ther, the Maduro regime has managed to replace 
the leaders of three opposition parties with individ-
uals loyal to them. Ángel Alvarado, a lawmaker for 
the opposition Justice First party, stated that these 
individuals had all been paid off by the regime.  Oth-
er members of the opposition have been imprisoned 
or fled to resist arrest. This strategy of repressing 
the opposition, without removing them fully has al-
lowed Maduro to claim the country is still being 
run as a democracy. Maduro’s refusal to hold a fair 
election has been condemned by many in the in-
ternational community, namely the United States 
- resulting in heavy sanctions.  These sanctions 
have further crippled the country’s oil-dependent 
economy and have further damaged the industry. 

MITIGATION

sanctions and lack of trust in the international com-
munity, there is still a large interdependence between 
the US and Venezuela. 11% of US oil imports come 
from Venezuela and 60% of Venezuelan exports go 
to the US. With increasing sanctions and American 
oil becoming more prominent, this partnership will 
deteriorate and further depreciate the Venezuelan
economy.

MITIGATION

Even though Venezuela’s international relations are 
largely negative, there are ways to mitigate this risk 
and rectify its economy. Currently, Venezuela has 
made attempts to diversify its oil clients to lessen 
American dependence and they should continue 
to do this. Especially with incoming US sanctions, 
it is imperative that the country shifts clients to di-
versify its exports and reduce risk.  Another miti-
gation spanning from the aforementioned client di-
versification is that oil is a commodity that is always 
demanded. Regardless of international sanctions 
placed on Venezuela, there will always be countries 
that will ignore these and purchase Venezuelan oil. 
While their international standing is unlikely to be 
remedied unless their political situation becomes 
less chaotic, there will consistently be clients look-
ing to import oil from Venezuela. As well, Venezuela 
should look into further diversification in the Asian 
markets, specifically that of China due to having a 
prior relationship; although this relationship has wa-
vered a bit, the two countries are on neutral terms 
and this could ensure there are consistently exports 
to a country that is not the US. This will be discussed 
in depth in the foreign risk section of the report.

Although a complete power transition remains 
unlikely, one route through which this could be 
achieved is using Gauidó’s support in combina-
tion with better organization. Guaido would be the 
ideal candidate due to his existing support in the 
international community. This change in leadership 
would bring stability to the country and repair and 
design the future of the oil industry. To maximize 
his chances of coming to power, Guaidó and other 
opposition forces should cooperate to create more 

Source: US Energy Information Administration
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powerful demonstrations and gain public support. 
In exchange for the lifting of individual sanctions, 
the Lima Group could be persuaded to support the 
interim government. The opposition under Guaidó 
and Lima Group Armed Forces could march on 
centers of power and pressure Maduro out of office. 
If the opposition forces successfully achieve a large-
scale series of demonstrations with support from 
groups like the Lima Group, they would have the 
potential to create an uprising that even Maduro 
could not reverse.   Although removing Maduro is 
not an absolute fix for Venezuelan oil, or the overall 
economy it would be the first step in rebuilding the 
industry.

Poor Cash Position

RISK

The Venezuelan government relies on the PDV-
SA to finance social programs on its behalf such 
as health care, housing and education. As a result, 
the PDVSA’s finances are strained. In 2014, the PD-
VSA spent $26 billion on social programs when it 
only brought in a profit of $12 billion.  The pattern 
of the PDVSA spending more than its profit has 
been present since 2006.  This has come at the ex-
pense of the PDVSA not investing in “basic mainte-
nance of its equipment and facilities such as pipe-
lines and refineries”. To stay afloat the PDVSA has 
been issuing bonds but its poor cash management 
makes it difficult for it to make the necessary cou-
pon payments. For example, the PDVSA defaulted 
on $404 million in coupon payments in 2016.  De-
faulting will reduce the PDVSA’s ability to borrow and 
could result in its global assets being seized which 
includes fuel shipment tankers and international re-
fineries.  Thus, using the PDVSA as a tool to finance 
social programs is unsustainable going forward and 
could cost Venezuela the health of its oil industry.

MITIGATION

In the short term, the mitigation strategy the PDVSA 
should focus on renegotiating the terms of their debt 
with creditors. It should look to stretch out payment 
terms because given the financial circumstances of 
being in a pandemic the PDVSA cannot afford to 
cut social spending in the country. Possible conces-
sions the PDVSA could make to have creditors agree 
to terms could include converting part of their debt 
into equity to incentivize renegotiating debt. With the 
only other option being defaulting on payments and 
having creditors have to write off large amounts of 
debt this strategy would likely be met with success. 

In the long term many look to a regime change to 
bring better cash management policies howev-
er, a democratically elected leader would not stay 
in power if they completely cut the PDVSA’s social 
spending and relied on taxation. Instead, a phased 
approach with the policy implementation continuing 
past the tenure of the current office should be pur-
sued. Social spending by the PDVSA would decrease 
in small increments annually with taxation increasing 
in small increments over an extended period of time. 

Lack of Human Capital

RISK

Venezuela has the highest poverty rates in Lat-
in America having overtaken Haiti in 2020.xvii As a 
result, Venezuelans have been fleeing the coun-
try. Since 2015 “more than 2 million Venezuelans 
have fled the country” which is “roughly 7 percent 
of the population.”xviii However, this has not been the 
only exodus within the past two decades. After the 
2003 workers’ strike, Chavez fired 20 000 PDVSA 
employees who left the country and took their tal-
ents places such as Colombia or the Carribbean.xix 
In the meantime Chavez filled the PDVSA’s board 
and leadership positions with his supporters. With 
the country essentially facing brain-drain and a de-
crease in the size of the working class the risk that 
arises is that there is no one qualified enough to lead 
the oil industry. The current mismanagement of the 
industry reflects that Maduro’s loyalists do not have 
the expertise and are not capable of the task. How-
ever, with the current regime, it is difficult to incite 

Resources



Page 9Leadership & Democracy Lab, Unviersity of Western Ontario

change as Maduro wants his supporters in positions 
of power, sacrificing the oil industry in the process.

MITIGATION

In the short term, the PDVSA should learn best 
practices by studying other state-owned and private 
oil companies. Adopting similar business tactics 
would keep the PDVSA competitive until more qual-
ified personnel in the long term can rise through the 
ranks. A recruitment system based on meritocracy 
should be implemented to fill any new vacancies 
within the company. To satisfy Maduro’s need to 
have his loyalists in power the board of directors 
could be filled with his supporters.

Lack of Foreign Direct 
Investment

RISK

The shift towards sustainable sources of energy, 
American shale revolution and rise of other oil-pro-
ducing countries have made the Venezuelan oil in-
dustry unattractive to foreign direct investors. All of 
this has resulted in a fall in oil production by over/al-
most 200 000 barrels per day. Decreased oil sales can 
be dangerous to the country, as oil and gas exports 
make up 95% of Venezuelan export revenues.xx  Due 
to PDVSA’s poor cash position and lack of resourc-
es, the industry has not upgraded facilities or main-
tained equipment, necessitating foreign investment. 
  
Because 40% of Venezuelan crude exports used to 
go to the U.S, new American sanctions require the 
PDVSA to find buyers for 500 000 barrels of crude 
per day.xxi It is also expected that production costs 
will increase because the oil produced is heavy and 
needs to be diluted in order to export it. However, 
the U.S has banned shipments of diluents to South 
American countries and Venezuela needs 100 000 
barrels of diluent per day.xxii Oil production is also 
expected to fall by/to 200 000 barrels per day.xxiii 
Thus, the industry’s profitability will be hit, warding 
off the foreign direct investment needed to revital-
ize the industry and risking its ability to stay afloat.

MITIGATION

The Venezuelan government should change poli-
cies to attract and award investment in the nation. 
For example, Venezuela has one of the highest tax 
rates in the world for foreign oil companies and as 
a result, the state takes near 90% of revenues from 
oil and gas companies. Lowering this tax rate to 
take between 50-80% of revenues would be closer 
to competitors and the lower it is made the more 
attractive the industry is to invest in.xxiv  Although 
there would be a loss of tax revenues there would 
be a larger influx investment to offset the losses. 
The Venezuelan government should also look to 
bettering its relations with other nations to attract 
investment. This topic will be further explored in the 
foreign risks section of the report.

Preface
International perception and image are critical to a 
country’s political and economic strength both in 
the international and domestic spheres. This reali-
ty is clearly demonstrated in the case of Venezuela. 
For Venezuela’s oil industry to recover, the Maduro 
regime needs to receive aid from other countries to 
both access global markets and help fix the PDVSA’s 
numerous shortcomings. The viability and success of 
Venezuela’s oil industry are heavily reliant on what 
markets and trade options are available to Venezue-
lan oil, which has resulted in Venezuela’s internation-
al isolationism (regionally and globally) contributing 
to their declining oil industry. Mitigating Venezuela’s 
status as an international pariah and securing eco-
nomically and politically profitable international rela-
tionships has to be a priority for the Maduro regime.

International 
Cooperation
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Biden’s Presidency

RISK

The current Biden administration clouds the future 
of the Global oil market. Potential cuts to domestic 
oil production could result in increased production 
levels from other OPEC members, as well as rises 
in American unemployment. Currently, Venezue-
la has the strongest alliances with Iran and China, 
and a friendlier American foreign policy towards 
Venezuela may weaken these ties. The possible 
impacts of a Biden administration on global mar-
kets are difficult to predict but are largely estimat-
ed to negatively affect the oil industry. Potential 
actions such as instituting harsher tariffs on oil im-
ports would impede any efforts from Venezuela to 
increase its exports to the US. While in the 90s Ven-
ezuela accounted for 20 percent of US oil imports, 
in 2018 the number dropped to 6%.xxv  As such, the 
potential for a return to the 1990s remains unlikely. 

MITIGATION

The December stimulus package provided $33 
million to Venezuela for “pro-democracy” programs.
xxvi Potential for further aid exists, both as a necessary 

measure in the aftermath of the COVID-19 crises, as 
well as promoting American goals abroad. Ensuring 
financial aid is used properly is difficult, however, US 
actors could monitor any potential outcomes, to ver-
ify the aid is being used and affecting change. Aid to 
Venezuelan oil production will likely come in the form 
of monetary aid, instead of increasing trade with the 
US. The current migration crisis in Venezuela is a tar-
get for further monetary aid, and negotiations about 
democratic elections would greatly increase the like-
lihood of Venezuela receiving aid. US foreign policy 
has the incentive to aid Venezuelan industry and break 
away at their ties with Russia and China. Pushes for 
further cooperation between the two nations can be 
of great aid. The current ties with Russia and China 
present an uncertain outlook into the future wherein 
Venezuela will be the subject of a larger global con-
flict. To ensure their own success, Venezuelans must 
take caution when developing ties with America. Po-
tential democratic aid must be agreed upon by Mad-
uro and the currently ruling government, without im-
pacting agreements with other allied nations as well 
as the Venezuelan people. The poor state of Vene-
zuelan infrastructure and skilled labourers creates a 
large hamper on attempts to restore manufacturing. 
American losses in energy employment could be tied 
to US-based initiatives to aid repairs and possibly 
provide training. Initiatives like these would do well to 
strengthen ties and promote growth in the industry.

Source: Miami Herald
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Sanctions

RISK

The Venezuelan economy has been crippled by 
sanctions, seeing its production fall to 420,000 b/d 
from 1.9 million b/d in 2017.xxvii  With oil revenue fall-
ing from $4.8 billion in 2018 to $447 million in 2020, 
Venezuela is severely hampered in its growth.xxviii 
The strong ties between Iran and Venezuela pres-
ent difficulties for easing of sanctions, as Hezbollah 
increases its presence in Venezuela and its traffick-
ing.  As Maduro further entrenches himself in pow-
er, the likelihood of a change in governance be-
comes increasingly unlikely. The hardline stance of 
the Trump administration and their backing of Juan 
Guaidó presented considerable difficulty to Madu-
ro and Venezuelan hopes of reconciliation. The exit 
of Trump from power could bring a less aggressive 
approach to Venezuela and sanctions. Currently, the 
discord in American affairs has seen a relaxation in 
the enforcement of sanctions, since October 2020.xxx 

MITIGATION

Sanctions such as E.O. 13224 from 2008 regarding 
anti-terrorism efforts are unlikely to be relaxed, how-
ever, the various financial and sectoral sanctions pres-
ent a more hopeful outlook.xxxi Executive orders from 
President Biden could greatly aid this endeavour and 
would likely be approved by the Democratic major-
ity in the senate. Recent crude-for-diesel swaps be-
tween India’s Reliance Industries and Venezuela saw 
4 million barrels of crude a month being exported 
from Venezuela.xxxii The American sway ending these 
agreements could see a reversal under the Biden ad-
ministration. Increases in US industry based in Ven-
ezuela are possible as well, with various companies 
such as Chevron and Citgo being granted extensions 
on waivers to operate in Venezuela, albeit largely con-
fined to strictly maintaining upgrading operations.xxxiii  
Potential amendments made to these waivers can 
significantly aid the recovery of Venezuelan oil pro-
duction. Harsher sanctions like the blocking of Rep-
sol, based in Spain, also have the potential for amend-
ments that allow Venezuela a larger market share.xxxiv 

Ostracism from Latin America

RISK

The Maduro regime had, by and large, ostracized 
themselves from their Latin American counterparts. 
As such, Latin America has generally been divided 
into two camps of allyship, with Venezuela and its 
few Latin American allies, Bolivia, Nicaragua, and 
Cuba, in one camp, and the Lima Group (a group 
dedicated specifically to resolve the Venezuela cri-
sis) in the other. Further, the Maduro regime has 
deeply fractured the OAS, leaving it paralyzed by 
partisan divisions over the issue of Venezuela.xxxv 

This division in Latin America originated with 
Chavez’s election in 1999, and Maduro’s regime has 
only served to make this division wider and more 
apparent.xxxvi Due to Venezuela’s political corrup-
tion, international image, and decreasing economic 
viability, Venezuela has become increasingly dip-
lomatically and politically isolated from most of the 
Latin American countries in the OAS and Mercosur 
(both the OAS and Mercosur have openly opposed 
Maduro’s re-election) and are working closely with 
the Lima Group and EU Contact Group to find a 
resolution to the Venezuela crisis (see figure below). 

Source: BBC
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MITIGATION

To mitigate the increasing intensity and widespread 
nature of Latin American opposition to Maduro, the 
government should consider conceding on certain 
political demands from the Lima Group and EU 
Contact Group. Venezuela’s isolation is not viable in 
the long-term, as demonstrated by its refugee and 
humanitarian crisis. The Maduro regime will like-
ly need to work with Guaido, as Maduro’s ‘re-elec-
tion’ is cited by both Mercosur and the OAS as the 
reasoning for their opposition to Venezuela.xxxvii Giv-
ing some political concessions demanded by the 
Lima Group would help save the country’s econo-
my, trade interests, and aid the humanitarian crisis.

Appearing more cooperative can also help shift the 
position of some Latin American countries back to 
more neutral stances. The increasing violence asso-
ciated with the Maduro regime after his re-election 
has pressured some otherwise neutral Latin Amer-
ican countries, such as Mexico, Uruguay, and sev-
eral Caribbean countries, to be pro or anti-Maduro 
(almost all have chosen the latter).xxxviii As seen by 
Cuba’s recent offer of assistance to the Lima Group, 
if Venezuela continues on its current trajectory, the 
economic and diplomatic pressure against Venezuela 
will increasingly push its few remaining regional allies 
away. The Maduro regime cannot rely solely on Cuba, 
Nicaragua, and Bolivia to sustain Venezuelan inter-
ests, and must have more cooperative relations with 
other regional players to ensure Venezuela’s survival.

Reliance on Russia

RISK

The Maduro regime has needed to rely heavily on 
larger powers like Russia and China for political, fi-
nancial, and military aid amongst growing interna-
tional opposition to Venezuela and its declining in-
ternal situation. Russia and China are both deeply 
entrenched in Venezuela’s oil industry but differ in 
their approach and overall goals in their involvement. 
Through their oil company Rosneft, Russia has a sub-
stantial stake in Venezuela’s oil, having loaned over 
$17 billion to Venezuela between 2006 and 2017.xxxix

Russia is one of the only foreign investors that has 
been somewhat paid back for such loans, essen-
tially leaving it the only investor in Venezuela that 
is receiving any economic benefits, as Venezue-
la has had a poor record of paying investors back. 
Russia, unlike other countries, has seen a return on 
their investment because of how they accept pay-
ment. Rather than receive money back for all of their 
loans, Rosneft has accepted the PDVSA’s 50% share 
in American-owned oil company Citgo (which has 
since cut all ties with the PDVSA and Rosneft amid 
US sanctions).xl Russian investment in the PDVSA is 
more motivated by political gain than economic gain; 
it has little issue with the economic risks associated 
with an investment in the PDVSA. The main goal of 
investing is to gain a political foothold in the country. 

Russia doesn’t appear to have a comprehensive long-
term plan for Venezuela; they seem to have neglect-
ed the possibility that any political gains in Venezuela 
can be overshadowed by the economic costs. This 
can be seen by Rosneft’s recent sale of its PDVSA 
assets to the Russian government-owned company 
Roszarubezhneft in early 2020. The sale was the result 
of Rosneft’s non-Russian shareholders determining 
that PDVSA investment was not economically viable.  
While the sale means that Russia is now more involved 

Source: Digital Journal
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in the PDVSA, it also sends the message that Rus-
sian investments have largely neglected the establish 
proper economic foundations for their investments

Russian officials have been clear that much of their 
involvement in Venezuela is motivated by broader 
Russian geostrategic aims. Heavy involvement in 
Venezuela allows for Russia not only to assert influ-
ence in the South American region but also to chal-
lenge the US and its allies in the region.xlii Russia’s 
presence in Venezuela has further antagonized the 
US, reducing the likelihood that sanctions or pres-
sure will be eased. If Russia’s economic and political 
involvement in Venezuela continues as it current-
ly stands, the long-term negative political effects 
of the relationship on Venezuela’s international po-
sition will make it difficult to capitalize on most of 
the economic benefits the Russian relationship has 
to offer. In short, the Venezuela-Russia relationship 
may well harm the Maduro regime’s long-term eco-
nomic and political recovery more than it will aid it.

MITIGATION

Venezuela needs substantial support from bigger 
powers to hope to kickstart its oil industry again and 
have it succeed in the long-term. Therefore, the coun-
try’s best shot at mitigating the international pressure 
that is associated with Russian involvement would be 
to increase involvement with China. As it stands cur-
rently, the Chinese government has been pulling out 
of Venezuela due to continuous political corruption 
and inefficiency that is hindering the PDVSA.xliii This 
situation has not only caused China to lose money in 
its Venezuelan investments, but it has also given the 
perception that Venezuela isn’t capable of genuine 
political and economic partnership. While Venezue-
la has managed to make some inroads in the issue 
however, as it has paid back over half of the $62 bil-
lion given by the Chinese government through oil, US 
sanctions have continued to put the PDVSA in an in-
creasingly worse economic position as time goes on.xliv  

Working with China rather than Russia would also 
benefit Venezuela as China has been attempting to 
establish not just economic foundations, but strong 
political and social foundations in Venezuela. Chi-
na has invested in several other sectors of Vene-
zuela, with the aim of building up the country’s in-

frastructure. Examples include Chinese investment 
in building 20,000 homes, building a high-speed 
railway, and creating a massive rice manufacturing 
plant. Almost all of these ventures have massively 
failed due to Venezuela’s political corruption, as the 
railway has not been built, and the rice manufactur-
ing plant is producing at less than 1% of capacity.xlv

 
 
In 2019, China provided the Maduro regime with 
roughly 40% of its food imports and has been a criti-
cal lifeline during COVD-19 by sending PPE, medical 
supplies, and medical personnel.xlvi Contrary to Russia, 
China appears to have a much more cohesive long-
term plan in Venezuela as a whole as seen by their 
infrastructure initiatives. As a generally non-antago-
nistic player in the international realm, China offers 
Venezuela much better long-term prospects both for 
internal stability and economic prosperity, and poten-
tial for reintegration into the international community.

Source:Center for Strategic and International Studies

Source:Bloomberg
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Alliance with Iran

RISK

The current international perception of Venezuela 
and its anticipated future has been heavily based on 
who it views as true allies. Venezuela’s alliances with 
Iran and Turkey are highly influential in Venezuela’s 
international image as these alliances are viewed as 
ones of friendship and interest alignment. Iran and 
Venezuela’s relationship has been recently rekin-
dled as the two have found common ground as in-
ternational pariahs, but it was initially based on their 
common interest in oil in the 2000s.xlvii After a brief 
separation following Chavez’s death, Iran and Ven-
ezuela have become increasingly closer as interna-
tional pressure against the two has mounted. This re-
lationship has only seemed to worsen Venezuela and 
Iran’s positions as it particularly alarms the US. The 
public link between Venezuela and Iran, and more 
specifically the link between Maduro and Hezbollah 
is a huge risk to Venezuela’s ability to keep its econo-
my afloat. The close connection between the Madu-
ro regime and Hezbollah has been favoured by both 
Iran and Venezuela. Iran sees Hezbollah’s foothold in 
Venezuela as critical for expanding its transnation-
al network (as Venezuela is a hub for Hezbollah), 
while Maduro can utilize Hezbollah to retain politi-
cal control and profit from illicit markets and reve-
nue streams.xlviii The Venezuela-Hezbollah link has 
resulted in the US escalating pressure on the Mad-
uro regime and facilitated further measures on arms 
prohibition and counter-terrorism initiatives.xlix  If US 
counter-terrorism initiatives in the region are suc-
cessful, and Hezbollah becomes ineffective in Ven-
ezuela, the Maduro regime will lose a critical lifeline. 

MITIGATION

Venezuela could greatly remove the risks associat-
ed with being Iran’s ally by instead strengthening its 
recent alliance with Turkey. Despite a working stra-
tegic relationship with the US, Turkey has recently 
become more involved in Venezuela by helping the 
Maduro regime evade US oil sanctions. Turkey’s in-
terest in Venezuela stems from broader geostrategic 
goals and potential economic benefit from Venezue-

lan industries (oil, gold, and mining).l The Turkey re-
lationship offers many of the benefits that the Iranian 
relationship does, but without its risks. Turkey’s in-
ternational position allows it to operate in Venezuela 
in several non-legal ways while avoiding the glob-
al backlash that Iran does. One case is Venezuela’s 
gold. Both Iran and Turkey have funded Venezuela’s 
gold trade through mostly illegal methods, but Tur-
key’s methods have flown under the radar as most of 
the illegal activity occurs in Turkey (Maduro moved a 
gold refinery from Switzerland to Turkey in 2018 after 
gold sanctions).li Turkey has also been a reliable buy-
er of Venezuelan oil despite the sanctions and has 
received relatively little backlash.lii Another benefit of 
the Turkey-Venezuela relationship is that it has been 
cultivated on the relationship between Maduro and 
Turkish President Erdogan, which makes Turkey a 
new, but reliable ally for Venezuela.liii A closer public 
alliance with Turkey gives the Maduro regime a more 
stable bilateral alliance and mitigates the negative at-
tention and consequences associated with the Iranian 
relationship, while maintaining many of the benefits. 
A good bilateral alliance with Turkey could also give 
Venezuela a foot in the door of Europe in the long-term. 

China-Venezuela Relationship

RISK

In recent years Venezuela has looked favourably 
towards China as a means to diversify its oil ex-
ports which have been overwhelmingly depen-
dent on the United States of America. This desire 
to dilute US influence became all the more im-
portant as the relationship between the United 
States and Venezuela has soured since the death 
of former president Hugo Chávez in 2013.liv  How-
ever, the risk that affects Venezuela is whether or 
not they are trading a subordinate role under one 
power with another to create new vulnerabilities.

The growing relationship between China and Ven-
ezuela appears to be natural; on one hand, China 
is the world’s largest importer of oil and Venezue-
la has the largest proven oil reserves in the world, 
upwards of 300 billion barrels. For the most part, 
the Chinese government has answered the call for 
greater cooperation, providing upwards of $62 bil-
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lion in loans to Venezuela which have constituted 
the largest loans China has provided not only in the 
Latin American region but the entire world.lv In or-
der to pay back said loans, the Venezuelan govern-
ment has provided China access to their oil and the 
companies in charge of it. Subsequently, Venezue-
la only has approximately $20 billion left to repay.lvi 

As it stands, the People’s Republic of China appears 
to be unwilling to directly challenge the United States 
for control of Venezuela’s petroleum sector. By failing 
to meet these expectations, it has been called into 
question the extent to which Chinese commitments 
will develop it as a key partner in the future. China sup-
posedly ceased its daily extraction of approximately 
350,000 barrels after the sanctions imposed by the 
United States in August 2019—however, it is largely 
believed that the Chinese secretly imported Vene-
zuelan oil disguised as coming through Malaysia. lvii 

MITIGATION

The first mitigation for the Venezuela-China rela-
tionship will be for the Venezuelan government 
to look to the rationale behind its relationship with 
China, to avoid the adverse effects of being eco-
nomically dependent on a single state like they 
were of the United States. Therefore, the Venezue-
lan government should continue to further diver-
sify in countries like Russia and India—India itself 
was among the primary importers of Venezuelan oil 

in 2019 with approximately 321,000 barrels a day.lviii 

Another mitigation for the China-Venezuela relation-
ship is simply to continue to wait and continue en-
gaging in joint ventures between the two states. The 
fact that Chinese Officials have held informal conver-
sations with Juan Guaidó shows that China considers 
the preservation of Chinese contracts to be crucial in 
the event of any transition of power.lix This means that 
any presumed hesitancy in Chinese commitments 
can be attributed to uncertainty during the pres-
ent presidential crisis, and that China believes that 
continued relations and support of Venezuelan oil 
industries are critical to being repaid for their loans.

Source: The Dialogue
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Global
Trends
Technological Trends

RISKS

Among the greatest risks facing Venezuela’s oil in-
dustry is the impact that ageing infrastructure will 
have in the coming years. Within the oil industry, 
it is reported that approximately half of significant 
maintenance-related projects in mature oil fields 
are a result of ageing infrastructure.lx The subse-
quent increase in operational risk for refineries has 
already begun to show itself in Venezuela as the PD-
VSA continually attempts to restart severely dam-
aged and dysfunctional refineries. There has been 
a marked increase in the incidence of industrial ac-
cidents, specifically spills, in the summer of 2020.lxi 

 In addition  to the environmental dam-
age brought on by ageing infrastructure, there is 

also a significant impact on the health and well-
being of those who live near oil refineries. Oil re-
fineries are prone to releasing toxic pollution 
into the air that can result in serious health is-
sues such as cancer, birth defects, and asthma.lxii 

MITIGATIONS

The first steps that should be taken by the PDVSA 
would be to invest in new technologies like carbon 
capture, uphold industry safety standards, and set 
enforceable air pollution limits. By being proactive 
through the adoption of the aforementioned sug-
gestions, the PDVSA and Venezuelan government 
would ensure that future costs associated due to 
ageing infrastructure and technology could be ex-
tensively mitigated. In addition to improving the 
quality of life for those living near oil refineries, any 
action taken could drastically improve the efficien-
cy and effective lifespan of the current infrastructure.
Finally, it is important to note that the current shut-
down of Venezuelan oil refineries constitutes the 
greatest opportunity for the PDVSA to refit them 
with new and more efficient technologies instead of 
ageing ones. These shutdowns and decreased out-
puts are largely the results of US sanctions and the 
decreased demand for gasoline during the Coronavi-
rus pandemic, after which demand should normalize. 

Energy Transitions

RISKS

The projected global clean energy transition to re-
newable sources of energy, such as wind and solar 
technologies, is one of the greatest challenges that 
Venezuela will have to face in the coming decades. 
In addition to possessing the world’s largest reserves 
of oil, Venezuela’s oil revenues constitute 99 percent 
of the country’s export earnings, meaning that it has 
by far the most to lose in the event fossil fuels are 
phased out of use.lxiii In 2019, Bloomberg New Ener-
gy Finance has projected that by 2040, 57 percent 
of all automobiles sold worldwide will be electric.lxiv 

 Setting aside the possibility that fossil fu-
els are phased out, the energy transition is critical 

Source: The Washington Post
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to many South American countries. Venezuela is 
one of these states, as it presently receives a large 
portion of its energy from renewable sources like 
the Guri Dam, which has suffered significant short-
ages due to El Nino and extreme weather patterns.
lxv It is also estimated that over the next 20 years, 
renewable energy will constitute the fastest-grow-
ing energy source in the world, encompassing two-
thirds of all investments in power plants by 2040.lxvi 

MITIGATIONS

To respond to this inevitable change, the PDVSA can 
begin transitioning from solely an oil company to an 
energy company, which can be achieved by invest-
ing back into renewable technologies. Given that 
Venezuela’s oil reserves are difficult to presently take 
advantage of, as well as the national power outages 
that have occurred in part to the decreased oil out-
puts, it is critical that the Venezuelan government fully 
harness the renewable technologies at their disposal 
as opposed to letting them fall into disrepair.lxvii  Past 
national studies have determined that Venezuela has 
significant potential for geothermal, wind, hydroelec-
tric, and solar energy in many regions.lxviii Therefore, 
the government should adopt a holistic perspective 
and conduct a demand study evaluating present pol-
icies surrounding energy standards as well as GHG 
emissions to develop a modern national energy plan. 

Another mitigation, though problematic, would be to 
do nothing and disregard the proposed energy transi-
tion altogether. Despite the explosive growth of elec-
tric car sales, from 17,000 electric cars on the world’s 
roads in 2010 to approximately 7.2 million in 2019, gas-
oline-based cars number upwards of 1.4 billion.lxix This 
means that at least for the foreseeable future, the de-
mand for gasoline will not disappear. Finally, similar to 
advancements in the feasibility of electric cars, signifi-
cant advancements are also taking place to make gas-
oline cars more efficient and environmentally viable. 

Source: World Economic Forum
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Appendix
COUNTRY INFORMATION

Location

Languages

Predominant Religionsii

International Alliesiii

Votingiv

Populationv

Governmental Structurevi

Key Figures

Legal Systemvii

Health Concernsix

Human Rights Violationsxi

Unemployment ratexii

Northern coast of South America, roughly 2100km/1300 miles 
from the United States. 

Official language: Spanish (Castilian). Chinese (400,000), Por-
tuguese (254,000), Italian (200,000). 

The most common religion in Thailand is Buddhism followed 
by Theravada. 

Russia, China, Iran, Cuba, Turkey

Voting age is 18, and voting is not compulsory. 

• Federal presidential republic
• Executive branch: president elected by plurality vote
 and a serve 6-year term
• Legislative branch: the judicial branch and the citizen
 branch

• 28,520,000 (2019)
• Capital (Caracas): 2,082,000
• Population growth: -1.2% (2019)  

• Nicolás Maduro (president)
• Juan Guaidó (interim-president/former member of the
 social-democratic Popular Will party)

• Supreme Justice Tribunal (TSJ) with 32 justices 
 elected for 12-year terms
• Rulings based on Civil Law

• Life expectancy: 72.13 years
• 63% increase in infant death (2012-2016)
• Outbreak of various vaccine-preventable diseases
 measles and diphtheria. 

• Unlawful or arbitrary killings
• Forced disappearances
• Torture
• Life-threatening prison conditions 

• 2020: 9.38%
• 2019: 8.8%
• 2018: 7.22%
• 2017: 7.3%

Corruptionviii

• 173rd/180 countries in transparency
• In 2014, 75% of Venezuelans believe corruption is
 widespread within the government.
• Ranked 17th in corruption 

Economyx

• GDP 2014: 482,000,000,000 USD (2014)
• GDP 2020: 250,000,000,000 USD (2020) 
• Per Capita GDP 2014: 16,000 USD
• Per Capita GDP 2020: 10,000 USD
• Main source of income: Petroleum 
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