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VENEZULLA

1. Recent economic trends: Introduction and summary

The evolution of the Venezuelan economy in 1979 was characterized by
a new decline in the growth rate, a sharp rise in inflation and a significant
reduction of the large current account deficit recorded.in 1978. The lower
growth rate of econowmic activity was partially due to a policy which was first
applied in 1978 aimed at decreasing the main monetary and financlal
disequilibria {(such as inflation and the fiscal and balance-of-payments
deficits) which gradually appeared after the petroleum boom gave new dimensions
to the Venezuelan economy.

The machinery used to implement this pelicy was mainly designed to
reduce fiscal expenditure and the supply of money, both of which declined in
real terms. During the fist part of the year, the prices of essential articles
continued to be controlled, although during the second half of the year these

-prices were gradually freed with a view to reducing the distortions caused
in the relative price system.

The application of this general policy, together with the high
international prices for petroleum, led to move moderate overall growth and
a sharp reduction in the fiscal deficit and the balance-of-payments current
account disequilibrium.

In 1979, the gross domestic product increased by 4.1%, thus continuing
the slackening trend of previous years (7.5% in 1969, 7.86% in 1977 and 4.8%
in 1978). For this reason, the real per capita product practically stagnated
in 1972, although gross income increased sharply (12%) due to the extraordinary
improvement in the terms of trade as a result of better petroleum prices
(see table 1}.

Sectoral output was characterized by great dynamism of the activities
linked to exports: thus, petroleum grew by nearly 7% and other mining products.
by 17%. The sectors directed at meeting domestic demand, however, grew by
only 3.6% in all, although it should be noted that the output of some basic
services, such as electricity, gas and water, increased greatly. The behaviour

of sectoral production thus differed significantly from what it had been in
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previous years, when precisely the activities directed at the domestic
market had expanded most rapidly, whereas petroleum output had consistently
declined.

As was to be expected, the lower economic growth rate affected employment,
which grew by barely 1%.

The external sector performed very well in 1979 and made it possible
to achieve a trade surplus after two years of large deficits. Simultaneously,
the current account deficit decreased by more than USS 5 billion. These
changes took place mainly as a result of the large increase in exports of
goods, whose value jumped by over 55% due to the rises in the price of
petroleum and the greater volumes of exports of crude oil, aluminium and
iron ore. The veduction of the external imbalance was also facilitated by the
evolution of imports of goods and services, whose value was almost completely
unchanged in 1979 after having nearly guadrupled between 1973 and 1978 and
increased by 12% in 1978.

The current account defieit, which amounted to only US$ 200 million,
was more than covered by net external financing of around US$ 1,450 miliion.
This made it possible to increase the international reserves, so that at
the end of the year they totalled nearly US$ 7,500 million and thus partiaily
recovered from the sizeable drop which took place in 1978.

-During the year the vate of inflation accelerated sharply, however.
This was most noticeable with regard to consumer prices, which rose by -
more than 20% from December 1978 to December 1979. The increases were even
greater in the case of food products (34%) and elothing and footwear (40%),
the categofies most affected by the policy of freeing prices which began to
be implemented during the second half of the year. Wholesale prices, although
rising less sharply, nevertheless increased by over 15%: a rate much higher
than that for any year during the decade except 1974.

As-a result of the restrictive nature of the monetary policy, the
guantity of money increased by only 9%, thus continuing the downward trend
in the growth of monetary supply observed gince 1978. This development,
together with the rise in the level of prices, led to some scarcity of means

of payment, especially during the first half of 1979.

/Finally, the



Finally, the central government's accounts showed a deficit of
900 million bolivares, equivalent to only 2% of fiscal expenditure. It
may be recalled that in 1978 this deficit had been 11 billion bolivares
and had equalled nearly 22% of the central govermment's expenditure during
that year (see table 1).

2. Trends in economic activity

(a) Total supply and demand

In 1979, the growth rate of total supply declined sharply, barely
exceeding 1% and thus amounting te only a quarter of the 1978 rate, despite
the fact that in that year economic activity had only grown moderately. In
1979, the gross domestic product increased by 4%, or slightly less than in
the year before. Real imports of goods and services, however, declined by
7% to a level lower than that of 1977 (see table 2). Due to the extraordinary
growth (80%) in the volume of imports during the period 1975-1978, however,
the import coefficient remained extremely high in 1979 (31.5%) and easily
surpassed the figure of around 20% which was usual at the start of the 1970s.

As regards total demand, the domestic components as a whole increased
very slightly, by 1%. Although official information is not avaiiable on
the evolution of the elements of gross fixed capital formation, it seems
reasonable to assume that it declined by around 3%, thus intensifying the
downward trend already observed in 1978.1/ Although it contrasted markedly
with the notable increases in fixed investment during the period 1975-1977,
when the latter grew at a rate of more than 25% per year, this development
must be viewed within the context of the poliecy of controlling financial
disequilibria which was being applied in Venezuela during the two preceding
years. MNMoreover, it must be recognized that due to its accelerated growth
in the period 1975-1977, fixed investment came to represent 45% of the gross
domestic product in 1977, a figure twice the size of the relatively high

ratio for 1970 and which would be difficult to maintain over a long pericd.

i/ This drop was caused by the decrease of avound 10% in real terms in

imports of capital goods {which vepresent approximately 30% of fixed
investment) and the barely 1% increase in the construction sector (which
furnishes nearly 60% of fixed investment) in 1979.
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Consumption alsc tended to decline: it is 2stimated that both public
and private consumption increased by between 2% and 3%: significantly lower
rates than those for the preceding years. The lower rate of private
consumption was probably largely connected with the acceleration of the
inflationary process, which, in view of the weak machinery for wage and
salary adjustments, must have eroded the purchasing power of a considerable
number of workers. -

Real exports, on the other hand, which had decreased consistently
from 1973 onwards, recovered to some extent by groﬁing nearly 3%. Even
so, however, the volume exported in 1979 was still 30% lower than in 1970.

(b) Sectoral developments

(i) Petroleum. The product of the petroleum sector recovered
31gn1f1cantly in 1979, 1nCﬁea31ng by 7% in real terms, This was a change
from the trend of the years 1977 and 1978, when the petroleum product had
decreased by 4% and 1%, _espectlvelv, due to the Government's pollcy of
conserv1ng basic resources (see table 3).

The 1ncreased petroleum product in 1979 was primarily due to the
contribution which Venézuela made in order to offset the petroleum shortage
caused in the.internafioﬁal market by the interyuption of crude oil exports
from Iran, as well as the ﬂéed to provide for increased domestic consumption.
Crude oil output grew by nearliy 9% to 2.35 million barrels per'day, while '
exports of this'product increased by over 11% to a total of 2.1 million-
barrels per day. Refined petroleum output, hOWeveﬁ, practically stagnated,
and expofts of this product decreased by 5% as a result of the 11% increase
in domestic consumptlon, which in pny81cal terms almost exactly equalled the
lower volume exported {see table U). '

Thus, in 1979 the trend of vecent years towords increasing domestic
consumption of refined petroleum at the expense of decreasing exports was
continued: vefined petroleum exports declined by over 10% from 1976 to

1979, whereas domestic consumption grew by nearly 30% during that pericd.
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These divergent trends in exports and domestic consumption and the tremendous
difference in prices between the intermational and domestic markets meant
that the petroleum industry lost a large amount of vevenue.2/

Even so, the petroleum industry’s total nominal revenue increased by
54% in 1379. Although this increase was partially due to the greater volumes
produced and exported, the main cause was an exceptional growth in the average
export price, which rose from around US$ 14 per barrel in 1978 to nearly
US$ 20 in 1879.

Export revenue, which represents nearly 97% of the industry's total
earnings, thus grew by 58%, whereas the income from domestic consumption
increased by around 6%. The expenditure of the petroleum industry increased
by 28% as a result of the expansion of its activities and the effect of
inflation on costs. Due to the evolution of total income and expenditure,
the petroleum industry increased its gross profits by the extraordinary
amount of 92% to nearly USS 9 billion.

In 1879, the petroleum industrvy made investments amounting to some
® billion bolivares {US$ 1.4 billjon) in order to maintain and expand the
industry's production potential.3/ Nearly 50% of this amount was used to
increase the productive capacity, 27% to expand refineries and 18% for
exploration proiects.

The output of gas, which is a by-product of petroleum, grew by 6%,
and over 40 kilometres of new gas pipelines were added to the total network
of 3,700 kilometres.

(ii) Mining. In 1979, the mining sector recovered considerably and
its product, which had been declining from 19275 onwards, increased by 17%,
primarily due to the large growth (21%) in iron ore production. The output

of this mineral, which generates 80% of the value of the mining product, was

2/ In 1978, intermational gascline prices were 1.9 to 3.7 times greater
than the domestic prices (depending on the octane level) and Venezuelan

automchbile owners are consequently estimated to have received an

indirect subsidy of around USS 600 million. In view of the increases

in domestic gasoline consumption and international fuel prices in

1279 and the maintenance of the low domestic prices for gasoline, the

amount of this subsidy must have increased sharply again this year.

3/ In order to achieve these goals, the petroleum industry’'s investment
plan calls for the investment of around 65 billion bolivares during
the five-year period 1980-198Y4,
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stimulated by the recovery of the world steel industry and an extraordinary
increase in domestic consumption, which climbed by 40%, while the volume
exported grew by 6%. Of the total iron ore output, nearly 85% was exported,
most of it (62%) to Europe and the rest to the United States.

Other mining activities which expanded were the extraction of diamonds
(6%) and gold (8%). In contrast, the output of coal was down by 30%.

(iii) Agriculture. In 1979, the agricultural sector lost part of the
noteworthy dynamism of previous years; the growth rate of its output decreased
from around 7% in 1976-1977 to just over 5% in 1979.

This slower growth was partially due to the fact that in 1879 crop
production increased by only %.7%, which was somewhat less than in 1978,

In addition, the growth rate of the fishery sector dropped from 10% in 1978
to 1% in 1979 and there was a decline of nearly 8% in the forestry subsector's
output. - The stock-raising subsector, however, increased by over 6% (see

table 5), the increased output of poultry and eggs (around 11% and 6%,
respectively), sheep (11%) and cattle (10%) being noteworthy. Milk production,
however, grew by only 2% and was incapable of meeting domestic demand.

The performance of the various crops was uneven., Some, such as rice,
sorghum and sisal, had growth rates greater than 20% as a result of the
larger area sown to rice and technological improvements in the cultivation
of sorghum and sisal. The output of potatoes, beans, garlic, tomatoes and
some fruits increased by around 10%, while that of maize, coffee and some
green vegetables grew by around 5%. The cotton and sugar cane crops, however,
were down by 10% due to the smaller area sown to cotton and the lower yields
of both products (see table 5).

{iv) Manufacturing. The manufacturing product increased by 4.6% in 1979,

compared with a little over 5% in 1973 and more than 10% annually from 1972
to 1976.

The drop in the growth rate took place despite the fact that State-owned
manufacturing entérprises expanded their production by around 35% from January
to September with respect to the same period in 1978, prﬁncipally due to the

marked growth of aluminium and steel production.
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In contrast, the evolution of the private manufacturing sector is
estimated to have been significantly less dynamic than in 1978, duve to the
decline in the textile industry and the lower output of transport equipment
and electrical machinery. Among the various faectors contributing to this
result were the lower growth in total domestic demand, the higher cost of
domestic and imported inputs, the relative scarcity of credit, the increase
in interest vates and, finally, the uncertainty brbught about by the change
of administration.

Among the public enterprises on which information is available and
which, in the cases of steel, aluminium and petrochemicals, account for
the entire domestic output, Siderurgia del Orinoco (SIDOR) reached very
high levels of steel production in 1979 with the entry on stream of new
foundry, continuous casting, reduction and other tvypes of plants. Investments
in the establishment or expansion of these planis totalled nearly USS 1.8
billion and allowed nearly 1.3 million tons of steel to be produced: almost
80% more than the figure for the preceding year (sse table 6).

Expenditure on investments in infrastructure, buildings, egquipment
and machinery for the iron and steel ssctor in 1979 totalled over Uss 500
million. These investments, together with those made in previous years,
will allow the expansion of tﬁis industry to continue and it is estimated
that in 1980 its sales will increase by around 50% to ovér 3 million tons.

The aluninium industry also expanded sharply in 1979, trebling the
production of the previous year, due to the expansion of the Venalum and
Alcasa companies. Of a total output of aroﬁnd 230.000 tons, 60% was exported
{principally to Japan) and the remaining u40% was ﬁsed to meet domestic deménd,
which continued to grow rapidly. Since investment projects are underway,
this sector will continue to expand in 1980, and it is estimated that the
output of Venalum, a company which accounis for over half of the sector’s
total output, will increase by around 80%. |

Another public industry which accelerated its activity was PEQUIVEN,
vhich is now a direct subsidiary of Petrdleos de Venezuela. The volume of

its output grew by 24% and its value was equal *o nearly USS 80 million.
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On the other hand, the sugar outpﬁt of the public enterprises
participating in the CENAZUCA consortium declined slightly, by 1.5%, with
respect to the preceding harvest as a result of the lower average yield
of the cane.

The output of the automobile industry declined also, by 16%, in the
first nine months due to the termination of operations in the Chrysler de
Venezuela and Ensambladora Carabobo enterprises and the accumulation qf
stocks in previous years. In 1979, important decisions were taken with
regard to automotive policy, outstanding among them being the agreements
with Bolivia on joint negotiations with the Ford and Renault companies
regarding the purchase of engines and agreements with Peru and Colombia
for the purchase and sale of automobile components and spare parts. These
agreements were made within the framework of the automotive policy defined
in the Cartagena Agreement, which assigns to each member country the exclusive
production of specific automobile models or parts which are later sold in
all the Andean Group countries. In 1979, agreements were also reached with
General Motors for the manufacture of motors larger than 2,000 cubic
centimetres, and with some Japanese companies. An increasing share of
domestic elements in the manufacture of compcnents and spare parts for motor
vehicles is planned.

(v) Coénstruction. In 1979, the construction sector virtually stagnated.
Tts product increased by barely 1%, in contrast with the e€xtracrdinary average
growth of aréund 20% in the period 1975-1977 and the 10% rise in 1978 (see

table 3). Although construction could not have been expected to continue

to expand at an annual rate of 20%, since that would have meant that its
product doubled every four years, the extremely low rate of 1979 was
nevertheless surprising. ‘

This decline was partially due to the slower evolution of public
investment in building and infrastructure in 1979, despite the fact that
spending on that type of project increased considerably in some State
enterprises, such as Petrdleos de Venezuela and Electrificacién del Caroni.
In addition, the State had heavy debts with contractors, estimated at around
8 billion bolivares (approximately US$ 1.8 billion}, which discouraged the

initiation of new projects and the continuation of those already underway.
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Moreover, the policy of credit restriction adopted in order to control
the inflationary process affected both builders and prospective purchasers
of dwellings and alsc contributed to raising construction costs. Consequently,
private residential construction {which represented over 60% of the total
construction of dwellings) declined by 20% in 1979, and this drop was not
entirely offset by the 32% increase in buildiﬁg by the public sector, so
that the total nunber of dwellings constructed in 1979 (73,200} was 3%
lower than in 1978.

During the second half of the year, & series of measures and incentives
were adopted in order to stimulate construction by the private sector,
especially of lower-cost housing. To this end, cpredits were offered to
builders and buyers of these types of dwellings, and tax incentives were
granted whose effects should become noticeable ifi 1980. '

(¢) Employment '

According to data from the household survey carried out by the Central
Statistics and Information Cffice, employment grew by only Jjust over 1%,
from the first half of 1978 to the same period of 1979, thus cdntinuing
the trend in effect from 1875 onwards of increasingly slow growth in employment,
with rates steadily declining from 6% in 1976 to only just over 1% in 1979
(see table 7). |

According to the same source, the majority of the 82,000,pew jobé
created between the first half of 1978 and the same period of 1979 seem to
have been in commerce and construction, where employment apparently increased
by over 13% and nearly 7%, respectively. During the period in question,
the nunber of unemployed persons apparentiy rose from 206,000 to 218,000,
so that the rate of open unewployment grew from 5% in 1978 to 5.2% in 1979.

Although the Fipgures for employment and unemployment probably reflect
accurately the direction of the changes in both variables in 1979, they -
are not easily reconciled with the figures on the secteral evoluticn of the
product and the probable growth of the'labqur force.

Thus, the high growth rates which, according to the household survey,
were achieved in employment in the fields of commerce and construction
(13.4% and 6.7%, respectively) contrast sharply with those of -1.3% and

% recorded for the relevant sectoral products. A similar, although less
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pronouncad, disparity appears‘when one cpmpéres the crowth rates of employment
(6.7%) and of the product (3%) in the financial sector. In contrast with .
the very marked'drops in the productivity of the labour force which seem |
to have taken place in the sectors according to the figures mentiored above,
the productivity of the agricultural sector apparently grew in an extraordinary
manner: whereas employment declined by 4.5%, the product grew by 5%, thus
continuing the trend of the two preceding years when the agricultural product
grew by nearly 15%, whereas employment in the sector declined by over 7%
(see tables 3 and 7). | S |

If the figures of the household survey referring to total employmenf
and unemployment are correct, the labour force apparently increased by a
little less than 2.3% between the first half of 1878 and the same period of
1979: a rate which is exceptionally low even if one assumes that, due to
the lower economic growth rate and a stricter immigration peolicy, there was
a marked decrease in the net inflow of immigrants to Venezuela.

It must be concluded, accordingly, that employment grew more than the
official figures reveal or - which seems more likely - that unemployment

increased more than the figures show.

3. The external sector

(a) External trade

(i) Exports of poods. In 1972, the value of exports of goods increased

by an exceptionally large amount {56%) to nearly US$ 14.3 billion. This
unusually rapid growth was principally due to a rise in the unit value of
egports, especially those of petroleum, whose average export price climbed
by nearly 45%. Simultanecusly, the volume of exports increased by 6%, thus
halting the pronounced and steady downward trend followed during the preceding
five years (see table 8). '
Although the increase in the volume of exporis was basically duve to
the rise of over 5% in the volume of external sales of petroleum, it was
also partially due to the marked growth in aluminium sales. Their value was
nearly sextupled, reaching almost US$ 160 million and thus exceeding by
USS 20 million the value of iron ore exports, which had traditionally been

the second largest and grew in 1979 by a little over 4% (see table 9).
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The notable growth in aluminium exports, which vrose to around 130,000
tons, was the result of heavy investments in recent years which should make
it possible to export over 200,000 tons in 1980.

In contrast, the value of other exports, which account for less than

% of the total value of external sales, declined by 20%, mainly due to
lower coffee exports.

(ii) Imports of goods. After having increased at the extraordinary

rate of 40% per year from 1973 to 1977 and having grown by nearly 7% in

1978, the value of imports declined by nearly 3% in 1979. This was principally
due to a 10% drop in volume, since the average price of imported goods rose
by nearly 8% {(see table 8).

Among the imported products whose purchases decreased were machinery
and tools (-2%), transport equipment (-10%) and construction materials (-6%).
Despite these drops, purchases of these goods as a whole made up 56% of
total imports. The amount of imports of consumer goods, excluding food,
also decreased (by around 13%).

On the other hand, the value of imports of raw materials increased
by 7% in 1979 and were equivalent to a quarter of the total value of
merchandise imports (see table 10).

(iii) The terms of trade. The notable (47%) increase in the umit value

of exports caused by the rises in the internatiomal price of petroleum fapr
exceeded the rise in the average price of imports (8%). Consequently, the
terms of trade improved by over 36% in 1979, This excepticnal growth not
only offset the loss of 8% in 1978, but also pushed the index of this variable
to the highest level of the decade, 245% higher than that of 1970.

The purchasing power of exports of goods alse increased {by 45%) in
1979, since in addition to the improvement in the terms of trade, the volume
exported grew by 6%. The steady decline in the volume of exports in the
period 1973-1978, however, meant that their purchasing power, although 100%
greater than at the start of the decade, was significantly lower in 1879 than
in 1974 (see table 8).

/(b) The
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(b) The balance of payments
In 1972 the trade in goods, which in the three preceding years had

shown a deficit, took a very favourable turn and yielded a surplus of over
US$ 3.5 billion. On the other hand, the traditional services deficit
increaséd once more in 1979, rising to arbund US$I2.9 billion, of which
nearly 50% was generated by the deficit on the travel account (see table 11).

Among the remaining headingé under thé current account, payments of
profits and transfers yielded net deficits, whereas interest payments generats
a surplus, mainly due to the rate of return on the Government's foreign
deposits.

Thus, the current account closed with a deficit of US$ 200 milliom,
representing barely 1.3% of exports of goﬁds and services. This broke the
trend in effect as from 1974 which, from a surplus of nearly US$ 5.9 billion
in that year, had brought about a deficit of over US$ 5.3 billion only four
years later (see table 11).

Although precise and detailed information on non-monetary capital flows
in 1979 was not available, net externél long-~ and éhortmterm financing, not
ineluding official transfer payments, is estimated to have amounted to
US$ 1,450 million, 60% lower than the amount for the year before. Preliminary
information indicates that these funds were mainly channelled to the private
sector in the form of direct investments and long-term credits as well as
short-term capital. The public sector, however, recorded a negative balance,
since the external financing that was obtained could not offset the outflows
of capital caused by new placements of pétroleum surpiuses abroad and
amortization payments on the external public'deﬁt.

As a result of the favourable perférmance of the trade balance and
inflows of external finance, the net international reserves increased
by US$ 1,250 million, thus partially making up for the heavy drop in those
reserves in 1978 and bringing them to a level of nearly USS 7.5 billionm.

(¢) The external debt |
The funds obtained through the sale of bonds and the contracting of

new loans with terms of more than one year on the intermational capital
market amounted to slightly over US$ 2 billion between January and September

1979 (see table 12). In real terms, this amount was over 20% lower than the
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funds obtained during the same months the year before. The lower demand
for external financing was primarily due *to the extraordinary petroleum
revenues, which allowed the Govermment to decrease its public deficit and
finance much of its spending itself, so that it resorted to external sources
very little. For this rezason, the external public debt, which more than
quintupled between 1975 and 1978, apparently grew much more slowly in 1973,
vith the result that it equalled some US$ 8.2 billion at the end of the
year (see table 13).

4. Prices

The growth rate of prices sharply increased in 1979, and inflation
rose to unprécedented levels. The aunual average variation in the consumer
price index for the Caracas metropolitan area was 12.3%, compared with the
7.1% recorded in 1978, while the December-to-December increase in this index
was even higher, amointing to over 20%, or three times the rate of 1978.

The categories which increased the most for the consumer were food and
clothing, with rises of 3u% and 40%, respectively.

The sharp increase in the growth rate of prices in 1979 was partially
due to economic policy decisions adopted that year which will be discussed
later; however, it also reflected the inflationary pressures generated over
the years by the extraordinary rise in the price of petroleum decided upon
by the members of the Organization of Petroleum Exporting Countries (QPEC)
at the end of 1973,

As regards the evolution of prices, the 1970s may be divided into
two periods. During the first of these, from 1970 to 1973, the Venezuelan
economy's stable situation of past decades still prevailed and the average
annual increases in consumer prices wers avound 4% (see table 14). In
the second, which began in 1974, this stability was upset as a result of the
domestic and extermal effects of the rise in petroleum prices on interpational
markets. ‘

On the domestic level, this rise meant that fiscal vevenue nearly
trebled in 1974 with respect to the year before. Although part of this
new income was frozen in foreign accounts, the Government's spending on

the domestic econony during the year was more than double that of 1973.

/The following
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The following year, the change in the dimensions of the basic economic
variables continued: domestic demand increased by 25%, while commercial
credit and monetary ligquidity expanded by around 45%. Thus, the disparity
between aggregate demand and domestic output of goods and services was
greatly intensified and it became necessary to resort to large increases

in imports, which also reflected the higher prices caused by the acceleration
of the inflationary processes in the industrialized countries. Despite these
higher prices, however, imports somewhat limited inflation, since they
helped to reduce the diffevence between aggregate demand and domestic output
which had arisen. Even so, however, since it was impossible for total supply
to increase at the extraordinary pace at which demand was growing, a rise

in the level of prices ensued. As a result of this adjustment process,

the average increase in wholesala prices between 1973 and 1975 was around
33%. Thanks partly to government subsidies to enterprises and consumers,

the rise in consumer prices in this peridd was considerably smaller, only
slightly exceeding 19%. Nevertheless, some basié products such as food

and clothing had very sharp increases, of 29% and %1%, respectively (see
table 14).

The Government attempted to hold back the inflaticnary trend, which
threatened to intensify due to increased petroleum revenues and the rises
in the international prices of imported products, by adopting a set of
economic policy measures designed to inflﬁence prices, production, consumption,
external trade, the fiscal sector and the monetary variablies, Thus, with a
view to avoiding speculation in the sale of crucial goods and services, a
pricing policy was applied which grouped them into three categories: regulated,
cantrvolied and freely tradeable.

FPurthermora, through the Agricultural Marketing Coprporation, support
prices were set for certain essential agricultural products in order to
stimulate their production, and ceilings were established for sales to the
consumey, all of which required heavy subsidies.4/ The Government also

established figcal and financial incentives for producers of basic goods.

L/ According to the Central Bank of Venezuela, the subsidies granted by
the Agricultural Marketing Corporation during the period 1975-1978
amounted to 900 million bolivares in 1975 and 764, 1,041 and 1,480
million bolivares in the years 1976, 1977 and 1978, respectively.

/At first,
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At first, the control and regulation of prices was successful in
keeping the price riszes for the products in question much smaller than
those for others. Thus, from August 1974 to Decembér 1978 the prices of
freely tradeable products increased by around 70%, ccmpared with rises of
16% and 32% for regulated and controlled prices, respectively. Nevertheless,
by 1978 the increases had become move similar: 9% for "free' products and
7% for controlled products. Simultaneously., speculation began to develop
around goods with contrclled prices and could not effectively be prevented,
which led the Govermment to authorize increases in the prices of those
broducts.

This policy also tended to discourage the production of some goods
whose prices were subject to contvrol or regulation, and with the decrease
in the vate of return of the sectors producing those goods many resources
were redeployed toward more profitable activities such as construction,
where prices increased at an annual rate of 18% between 1974 and 1977.

Another vevry important anti~inflationary measure was the lowering of
real fiscal expenditure between 1975 and 1978, after its ewtraordinary
increase of 130% in 1974,5/ and the reduction of the growth rate of monetayy
liguidity from 43% in 1974 and 50% in 1875 to an annual average of just
over 20% between 1976 and 1978. These measures helped to slow down the
growth rate of total demand, bringing it to levels more compatible with
the domestic productive potential, and simultanecusly helped to reduce the
intensity of the inflationarv process. Thus, in the period 1976-1978, '
consumer prices grew by between 7% and 8% and wholesale price rises fluctuated
between 7% and 11% per year (see table 14). |

The downward trend in the rate of inflation began to change in 1979,
however. During the first seven months, the consumer price index rose by
around 7%, quite.a considerable increase over the rate of 4.5% recorded
during the same period in 1877 and much greater than the vate of 2.5%

corresponding to the same perieod in 1978. It was between August and December

5/ . Total fiscal expenditure for the period 1973-1978, in millions of
bolivares at 1968 prices, was as follows:

1273 1974 1875 1876 1877 1978
12,768 29,134 25,829 23,563 28,009 24,988

/that inflation



that inflation intensified most noticeably, however. In that perioed, prices

rose by 13%, a figure more than double the average monthly rate of inflation
for the first half of the year and nearly three times the rate of inflation

recorded for the same period in 1278.

Various factors prevented prices from rising more rapidly between
danuary and August 1972. Filrstly, during that period fiscal expenditure
was approximately 10% less than for the same period in 1978, and secondly,
the growth rate of credits and monetary ligquidity decreased, so that aggregate
demand erpanded at a lower rate. TFinally, during those months the policy
of subsidizing prices both to the producer and to the consumer was maintained,
and the prices of more than 150 goods and services considered essential
continued to be controlied or regulated.

This situation changed drastically from August to December as a result
of profound changes in pricing policy. After it was discovered that the
pricing policy in force was hardly carable of containing inflationary pressure
but, on the contrary, sevrved to accentuate the distorsions in the princing
system, with a corresponding unfavourable impact on the allocation of
resources, new main goals were established: to liberalize the functioning
of the price system so that it would act as a basic element in the allocation
of vesources; to increase domestic supply; and to maintain the real income
of wage earmers at the level it was then at.

To this end, a group of measures were applied which included:

(a) the gradusl partial freeing of the prices of a group of products,
with control being maintained over those considered most essential, or which
were produced or marketed in weakly competitive markets. This meant that
of the 158 categovies that had been controlled or regulated up to theﬁ, 37
continued to be controlled and none remained regulated;

{b) the establishment of differential rates for public services, for
redistribution purposes;

(<} the granting to the crop-raising sector of prices designed to
stimulate increased output;

(a) therpreservation of only those subsidies which clearly resulted
in a lower price to the consumer, and the abolition of those which merely

transferred gains to the producers, and

/(e) a
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(e) a pledge to veadjust the wages of the nublic sector in January
19280 by an amount which would compensate for the price rises deriving from
the new policy.

The Firvst effects of the application of this pricing policy, as
mentioned before, let to a sharp resurgence of inflation, which reached
a monthly average of 2.5% between August and December 1979, the rise being
even greater for food and clothing, which during the same period increased

at monthly rates of 5% and 4.3%, respectively.

5. Monetary and fiscal policy

(a)  Monetary policy

In 1973, the downward trend in the growth rate of monetary liquidity
begun in 1976 continued. After liquidity had expanded at an average rate
of 35% between 1873 and 1975, this growth rate was graduvally veduced from
24% in 1976 to slightly wmore than 6% in 1979. In real terms, this meant
that in 1979, liquidity was veduced by between 8% and 12%, depernding upon
whether the deflation is made‘by the wholeséle or consumer price index.

Although this trend was the result of the deliberate action of the
economic authorities &esigned to keep the inflationary process under control,
in 1979 the growth of liquidity was actually lower than had been egpected.
The means of payment consequently became quite a good deal tighter, especially
during the first half of the year, and strongly influenced the deceleration
of economic activity. In fact, during the first ten months of 1979, the
money supply increased by only 3%, the remaining 8% being concentrated in
the last two months of the year. |

The extremely slow increase in the money supply during the first part
of the year was largely due to deficits in exchange opefations during that
period and especially to the outflow of capital caused by the big difference
between domestic and foreign interest rates.

In order to prevent the drain on foreign cuwrrency from continuing,
domestic interest rates were adjusted during the second half of the year
and the State obtained foreign credits to finance additional budgetary
expenditure. This, together with the new increases in the price of petroleum,

allowed exchange operations to generate a surplus of over US$ 2 billien in

/the second
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the second half of the year, which not only offset the deficit of the first
half, but even left a surplus of US$ 1.2 billion. In this way, the net
international reserves, which increased by over 20%, were in the end the
Principal Factor of expansion of the money supply {see table 15).

In contrast, domestic credit grew by only 5%, a figure much lower than
those of previous years when loans had increased at an annual rate of more
than 50%.

(b) Fiscal policy

In 1979, the fiscal accounts showed a much move balanced performance
than in previous years as a result of the Government‘s policy designed to
achieve better control of expenditure and the large increase in current
income, basically due to the increased value of petroleum exports. Thus,
in 1979 the fiscal deficit amounted to 900 million bolivares, equivalent
to only 2% of fiscal expenditure and much less than the levels for 1977
and 1878, which had been equivalent to over 20% of fiscal expenditure during
those yvears (see table 18).

Government revenue increased by 25% to the equivalent of around
USS 11.6 billion. Two-thirds of this revenus came from the petroleum sectov,
whose contribution to the Government iﬁcreased by more than 30% as a result
of better international prices for fuels and increased volumes produced
and exported. Another fairly dynamic source of funds was indirect taxation.
Direct taxes, on the.other han&, increagsed by barely 1%, which meant that
in real terms they declined sharply. 7 ‘

Total expenditure remained unchanged for the second consecutive year,
although its structure changed significantly. Current expenditure grew
by 20%, but this increase was offset by a drbp of around 36% in capital
spending. Real investment, which declined by 4%, and transfer payments to
decentralized bodies, which dropped by B0%, were especially affected. In
real terms, the drop in fiscal investment exceeded 50%, which greatly
contributed to the decline of beiween 2% and 3% in capital formation. Debt
servicing, however, grew by more than 50%, totalling over US$ 2.1 billion
(see table 15). | !



Table 1

VEFEZUELA: HAIN ECONOMIC INDICATORS

1974 1975 1976 1977 1978 1979(a)

id. Basic economic indicators
Groas domestic product at factor coat

(milliong of dollars at 1970 prices) 14 976 15 754 16 980 18 274 19 155 19 9&0
Population {millions) 12.3 12.7 13.1 13.5 14.0 14,5
Per capita gross domestie product

(dollars at 1970 prices} 1223 1 244 1 297 1 350 1 369 1 380

Grouth rates
B. Shorterun cconomic indicators

Grags domestic product 5.8 5.2 7.8 1.6 4.4 b1
Per ecapita gross domestic produet 2.3 1.7 §.2 41 1.4 0.8
Grogs incoue (b) 31.8 =5.8 5.3 5.7 1.9 12,1
Teras of trade 118.7 8.9 2,7 1.1 =0.1 36.3
Current- value of exports of goods and
carvices 130.8 ~19.5 5.2 5.7 3.t 51.5
Current value of imports of goods and
services 48,4 32.2 28.9 40.9 11.9 -
Consumer prices (o)
Decexber - December 11.6 8.0 6.9 8.1 7.0 20.5
Yoriation between annual averages 8.3 10.2 7.7 7.8 7.1 12.3
Eoney B3.8 50.3 14,7 24.1 15.7 8.9
Wages and salaries 17.8 13.4 10.2 9.8 e eee
Rate of unemployment (d4) 7.2 6.0 4.5 5.0
Cwrrent income of govermment 165.1 =-3.9 -6.8 6.2 0.9 24.7
Total expenditure of government 98.5 9.6 11.8 13.7 1.0 0.5
Fiscal surplus sr deficit/total
ezpenditure of govermment (d} by.2 26.4 =9.4 ~20.2 ~21.7 -1.8
Milliena of dollard -
C. External sector
Trade talance (gocds and services) 6 616 2 236 668 -2 626 =B 477 649
Balance an current account 5 873 2172 486 -3 Q48 -5 330 -200
VYariation in net {nternational reserves LY 2 639 27 -215 =1 89U 1 250
External debt 1493 1 262 2 96 4 h26 & 921 e
Source: CEPAL, on the basis of official data.
{a} Preiiminary figures.
(b} Gross domestic product plus terms-of-trade effect.
{e) Cost of living index ror the metropolitan area of Caracas.
{€) Fercentage.
{e} Digbursed long and pediur-tera State-guaranteed public and privete debt.
Tabla 2
VENEZUELA: TOTAL SUPPLY AND DEMAND
Hillions of bolivares Rerventage
at 197C prices breakdom Growth rites
1977 1978 19794} %70 197%(a) 19V7 1978 1979(a)
Total supply 102 269 106 930 108 208 M4.5 1314 12,5 4.6 1.2
Groas damestic product at
market prices 75 465 79 102 82 35  ®e.0  100.0 7.6 4.8 8.t
Imparts of goodsa and
services (p) 26 804 27 828 25 863 19.5 3.8 29.0 3.8 -T.1
Total demand 102 289 106 936 108 208 9.5 131.4 12.5 46 1.2
Dotlestic demand 93 299 o 015 99 011 4.0 120.3 4.3 5.1 1.0
Gruss domestlc fnvestment 7.0 . P iae e
(iross fixed investment 34 392 34 101 2.0 cee 205 ~0.8 PN
public 15 906 17 452 7.0 e 230 9.7
Private 18 4BG 16 649 15.0 e BY =9.1 .
Changes in stocks (e) (c) 5.0 P
Total consumption £8 906 63 914 67.0 6.9 8,5 ees
General govermment 12 855 13 434 13.4 6.5 .2
Private U6 01i{e) 50 ABo(e) . 538 7.0(z)  49.7{c} ..
Exports of goods ard
sorvices {(b) 8 97 8 Nns 9167 25.5 1.1 3.0 0.7 2.8

Source: 1970-1978: CEPAL calculations on - the basis of figures frem the @antral Bank of Venezueis; 1979: CEPAL

eatimates on the basis of official data,

{a) Preliminary figures.

(b) Tne figures for exporia and imports of goods and services were tabsm from balance-of-payments date
anpressed in dellars at current pricea, which were comverted to emastant 1970 values by defiaticn, wsing
indexe3 caloulated by CEFAL for the mrpose.

(e} Cnanges in atocks ineluded under private consumption.



Table 3

VENEZUELA: GROSS DOMESTIC PRODUCT, BY KIND OF ECONOMIC ACTIVITY, AT FACTOR COST

Millions of bolivares Percentage
at 1970 prices breakdown Growth rates
1977 1978 1979(a) 1970 1979{a) 1977 1978 1979(a)
Agriculture I 63k 4 938 S 185 7.5 6.5 7.6 6.6 5.0
Petroleun 6 905 6 819 7 290 22.2 9.2 -3.8 -1.2 6.9
Extraction 5 378 5 2136 5 702 18.5 7.2 4.0 -2.6 8.9
Refining 1 527 1 583 1 588 3.7 2.0 ~3.0 3.7 0.3
Mining (excluding petroleum) 640 1Y 660 1.4 0.8 =114 -11.9 17.0
Manufacturing 9 307 9 798 10 249 11.3 12.9 4.1 5.3 4.6
Construction s 637 6 210 6 272 3.8 7.9 28.6 10.2 1.0
Subtotal goods 27 123 2B 329 29 656 46.2  37.4 5.7 4% 47
Electricity, gas and water 1 626 1 707 2 032 1.7 2.6 1.3 5.0 19,0
Transpart, storage and
communications 9 743 10 54T 11 OTH 10.9 15,0 12.3 8.3 5.0
Subtotal basic services 11 369 12 254 13 105 12.6 16,6 11,8 7.8 1.0
Commerce, restaurants and
hotels 8 354 B 22 8 312 1.0 10.5 i.8 0.8 -1.3
Financial institutions,
insurance and real estate g 830 10 316 10 626 12.9 13.4 3.5 4.3 3.0
Community, sccial and
perscnal serviges 15 613 16 817 17 490 17.3 22.1 13.7 8.7 4.0
Subtotal other services 34 157 35555 36 428 41.2 56.0 8.1 4.1 2.5
Total gross domeatic product {(b) 72 366 75 854 78 964  100.0 100.0 7.6 4.8 .1

A e o e o —— e g S e i e g e e . g e o N i o A A I e T e

Source: 1970-1978: CEPAL calculations on the basis of figures supplied by the Central Bank of
Venezuela; 1979: CEPAL estimates on the basis of official figures.
(a) Preliminary figures.

{b) As the individuval activities and the totals were calculated independently, the sum of the
former does not correspond exactly with the latter.

Table 4

VENEZUELA: SOME INDICATORS RELATING TO PETROLEUM END IRON ORE

Growth rates
1676 1977 1978 1919(a)

1976 1977 1978 197%(a)

Petroleut {millions of barrels)

Production
Crude petroleun Byo 417 790 860 -1.9 -2.7 -3.3 8.9
Refined petroleum 360 354 359 3580 13.9 -1.7 1.4 0.3
Exports 781 raki 716 7% 2.6 8.2 -0.1 5.4
Crude petroleum 502 482 4sh 506 4.0 5.8 115
Refined petroleun 273 235 262 249 24.6 -15.8 11.5 ~5.0
Domestic consumption of refined
petrolem ok 99 - 109 121 5.7 5.3 10.1 11.0
Reserves 18229 18039 18272 18372 1.1 -1.0 1.3 2.4
Thecretical life of reserves (b} {years) 21,7 22.1 2341 21.8 0.9 1.8 k.5 5.6

Gas ’

" Production (millions of m3} 37 135 37512 34 842 36943 2.4 1.1 =70 6.0
Utilized (percentages) 2,0 93.0 93.4 93.7 3.5 0.8 0.4 0.3
Wasted {percentages) 8,0 7.5 6.6 6,3 -27.4 6.3  -12.0 4.5

Iron ore (millions of tons)

Production 18.7 13.7 13.5 16.3  =25.0 ~26.7 -1.5 20.7
Exports 15.7 1.9 12.8 13.6 =27.6 -24.2 7.6 6.3

Source: President of Venezuela, Mensale al Corgreso de la Repdblica, Marech 1980.
(a) Preliminary figures,
(b} Reserves divided by production of crude petroleum in the corresponding year.




YENEZUELA: VALUE AND VOLUME OF AGRICULTURAL PRODUCTION

Table §

Agricultural sector

Crop farming

Cereals

Roots and tubers
Textiles and oilseeds
Fruit

Green vegetables

Coffee, cocoa and others

Legunes

Stock-raising

Fishery

Forestry

Agricultural services
and imprevemonts
Processed goods

Prineipal c¢rop~farming
products

Rice

Maize

Sorghum

Plantain

Qranges

Coffee

Sugar cane

Bananas

Potatoes
Prinecipal stock-raising
preducts

Milk (b}

Beer (¢)

Pork (&)

Poultry (d)

Eggs for consumption (d)

Growth rates

Source: President of Venezuela, Mensaje 2l Congreso de la Repiblica, March 1980.

(a)
{b)
{2)
{d)

Preliminary figures.
Millions of litres.
Thousands of head.
Millions of units.

1976 1977 1978 1979(a) - -
1976 1977 1978 1979
Value (millions of bolivares at 1968 prices)

5048 5552 6053 6 373 5.6 10.0 9.0 5.3
1 920 2 38 2 509 2 627 =12.9 24.0 5.4 3.7
325 701 745 856 -34,2 115.7 6.3 14,9
190 233 236 2:8 -8.0 22.6 1.3 5.1
221 24y 224 188 -16.5 9.5 -8,2 =16.1
347 354 392 Lo6 3.3 2.0 10.7 3.6
156 153 167 176 15.6 =71.9 9.2 5.4
6835 658 697 T02 =114 3,6 5.9 0.7
4h 38 ug 5 3,3 =13.6 26.3 6.3
2 593 2 632 2 887 3 069 1.7 1.5 S.7 6.3
100 10% 111 112 =2.8 t.0 9.9 9.9
59 45 70 66 28,4 =23.7 56.6 =5.7
289 307 385 406 -9.3 6.2 25.8 5.5

89 86 93 93 1.4 -3.4 8.1 -

¥olumen (thousands of metric tons)

206 51y 11 653 43,2 149.5 5.8 20.0
47 y 8oL B4 =36.1 85.6 3.9 5.5
124 291 340 429 75.3 134, 7 16.8 26.2
859 898 957 962 - 4.5 €.6 0.5
250 258 342 369 -17.9 3.2 32.6 7.9
ip 59 60 62 -37.6 47.5 1.7 1.3
6 039 4 433 4 939 b hoo 10.1 -26.6 1.4 -10.9
363 406 4ss 560 -1.8 11.8 2.1 9.9
132 196 20 225 «12.9 48.5 2.6 11.%9
1 162 1 206 1 237 1 264 =2.1 3.8 2.6 2.2
13N 14y 1 526 1 675 -0.8 5.3 5.7 9.8
1 296 1 408 1 520 1 568 3.4 8.6 8.0 3.2
120 110 129 143 t4.8 -8.3 17.3 10.9%
1 538 1 639 1 8Ls 1 91 =2.9 6.6 12.6 5.7



Table 6

JEMEZUELA: INDUSTRIAL PRODUCTION OF SOME PUBLIC ENTERPRISES

Steel (b)
Aluminium

Alcasa {c¢)

Venalum (d)
Chemical products (e)
Sugar (g)
Electricity (n) (1)

Source: President of Venezuela, Mensaje al Congrese de la Reptiblica, march
Preliminary figures,

Siderirgica del Orinoco {(SIDOR).

Aluminilo del Caroni, S.4.

Industria Venezolana de Aluminio.

Petroquimica de Venezuela (PEQUIVEN).

(a)
(b)
(e}
(d)
(e)
()
(e)
(h)
{1)

Volume of aales.

Millions of kWh.

o L

Production of goods
Agriculture
Petroleum and mining
Manufacturing
Construction

Basic services

Electricity, gas and water
Transport and communications

Other services

Commerce

Finance

Miscellaneous services
Total

T i S PP o . L, o Sl

Thousandas of tons

Growth rates

1979 (a)

- - B

1976 1977 1978 1976 1977 1978 1979{a}
152 678 679 1 283 -18.,2 -9,8 0.% 89.0
50 41 75 228 4.5 -18.0 82.9 204.0
50 | 61 106 -4,5 =18.0 43.8 73.8
- - 14 122 - - - T71.4
415 byt biyg(r) 557(1) ver T.7 0.4 28,1
175 183 143 141 -8.3 4.6 ~21.9 ~1.,4
G 914 11 201 11 380 13 365 ven 13.0 1.6 IT.4

Centrales Azucareros (CENAZUCA).
Electrificacidn del Caroni (EDELCA).

Table 7

YENEZUELA: EMPLOYMENT, BY SECTORS OF THE ECONOMY

1980 and previous years.

Thousand of persons

Y

Growth rates

1976 1977 1978  1979(a) 1976 1977 1978 1979{b)
1595 1 671 1 719 1 658 5.8 4.8 2.9 -0.2
695 684 6ké 622 2.5 -1.6 -5.6 =4.5
%3 52 50 55 4.6 20.9 -3.8 7.8
577 613 665 652 6.8 6.2 4.5 -0.2
280 322 358 369 11.8 15.0 11.2 6.6
252 289 318 324 5.1 14,7 10.0 5.2
1 T ig 46 3.6 2.4 12,5 i.s
211 245 273 278 4,9 18.0 9.6 5.3
1757 1 B&5 1920 1979 5.0 3.8 2.8 3.7
673 680 688 T13 L8 7.0 1.2 13,0
136 154 167 174 5.0 13.2 8.4 6.7
985 i 629 1 061 1 080 3.0 4.5 3.1 2.5
3 645 3 826 3 957 4 003 6.0 5.0 3.4 1.1

|
|
|

Source: Oficina Central de Estadistica e Informética (OCEI), Encuesta de hogares,

(a)
(1)

First half.

First half of 1979 compared with the first half of 1978,



Table 8

VENEZUELA: MAIN FOREIGN TRADE INDICATORS

- e  — ot e bt ke o -

1974 1975 1976 1977 1978 197%

Growth rzates

-

Exports of gonds
Value 135.7 -19.1 g,

1 'l =5.1 55.8

VYolume =11.6 24,2 -1.8 -7.2 -5.1 6.0

Unit value 166.7 6.8 6.0 11.4 0.0 7.0
laports of goods

Value 47.5 k1.0 32.1 43.3 6.6 ~2.9

Yolume 18,7 21.5 21,2 30.1 -3.1 =-10.0

Unit value 24,7 16.1 9.0 10.2 10.0 7.8
Terts of trade 14,7 -8.0 =-2.7 1.1 8.1 36,3

Indexes {1970 = 100)
Terzs of trade 307.7 283.2 275.5% 278.4 253.1 345.0
Purchasing power of exports
of goods 263.2 183.5% 175.3 1684 141.9 205.0
Purchasing power of exports
of goods and services 271.4 186.1 180.1 173.3 156.9 226.5%
Source: CEPAL, on the basis of official data.
Table ¢
VENEZUELA: EXPORTS BY PRODUCT GROUPS, 1976~1979
Pepcentage
Milljons of dellars breakdown Growth rates

Petroleum and

petroleun products 8 707 9 226 B 705 13 Tu4b 90.5 96,2 6.1 -5.6 57.9
Iiron ore 385 164 128 143 5.3 1.6 =53.8 -22.0 1.7
Aluminium 10 10 28 157 0.3 1.1 -, “180.0 h60.7
Other 270 261 312 243 3.9 2.7 =-3.3 18.5 -22.1%

Total 9 342 9 661 9 173 14 28¢ 100.0 100.0 3.4 =5.1 55.8

o o o e oy o T g Y R 7 T T

Source: President of Venezuela, Mensaje al Congreso de 1la Repdbiica, March 1980 and previous years.

Table 10

YENEZUELA: STRUCTURE OF IMFORTS

Percentage ‘
Millions of gollars breakdown Growth rates

o o e i o O e e 7 T Y = T . i, . 8 . e b o e o e e A e

Consumer goods 1287 1841 2172 20010 21.9 18.7 48.3 18.0 -7.9
Food and beverages 555 786 750 749 ) 7.0 W16 4.6 <0.1
Qther items 685 1 0%5 1 W22 1 252 17.0 11.7 54.0 3%.8 -12.0

Luxury 4ol 362 L8s 439 4.9 4,1 ~10.4 34.0 ~9.5
Non-luxury 281 693 237 813 12.1 7.6 146.6 35.2 -13.2

Intermediate inputs 2 063 3 402 3219 3 3N 36.7 31.5 64.9 -5.4 4.7
Raw materials and
auxiliaries 1 728 2 bB88 2 491 2 686 3.4 25.1 55.9 =7.3 7.8

For industry 1 616 2 47 227 2 472 29.7 23.1 52.9 =8.1 8.9
For agriculture and
stock-raising 65 145 154 150 1.9 1.4 123.1 6.2 -2.6
fuels and
lubricants 43 T2 66 1 1.7 0.6 67.4 8.3 3.0
Construction materials 339 712 728 685 3.2 6.4 110.3 2.1 -5.9
Capital goonds 3 909 5 098 5 633 5 339 LER 49.9 30.4 10.5 -5.2
“Machinery and tools 2 330 3 361 T 380 3 285 265 30.7 W42 C0.6 -T.€
Transport equipment 1 579 1 737 2 293 2 051 15.5 19.2 10.0  32.0 =-10.4
Total 7213 10340 11023 10 700 100.0 100.0 b3k 6.6 -2.9

Source: President of Venezuela, Mensaje al Congreso de la Republica, March 1980 and previous years:




Table 11

VENEZUELA: BALANCE OF PAYMENTS
(Millions of dollars}

£ . e e . T 2 O 0 B ety e B . g e R il i - O

1974 1975 1976 1977 1978 1979(a)

Current account .

Exports of goods and services 11 674 9 345 9 829 10 292 9 976 15 109
Goods, FOB (b) 11 092 8 976 9 342 9 661 9 173 14 289
Services ’ 522 369 487 631 803 820

Transport 304 13 149 221 331 300
Travel 174 180 226 284 341 350

Imports of goods and services 4 gg8 7 109 9 165 12 918 15 453 14 460
Goods, FOB (b) 3 876 5 463 T 213 16 340 11 023 10 760
Services 1122 1 646 1 952 2 578 3 430 3 T60

Transport 468 776 1 032 1 065 1 255 1 320
Travel ) 289 417 517 1 054 1 619 1 780

Het payments of proflts and interest .

on foreign capital ~613 79 -9 -192 =361 -35
Profits 849 =480 =504 =574 -686 -1 050
Interest 236 559 495 382 325 T00

Net private transfer payments ~130 =143 -169 230 -lig2 =499

Balanee on current account 5 873 2 1712 486 ~3 Q48 =5 330 =200

Capital acecount

Net external financing (a+b+cwd+e) -5 873 -2 172 -486 3 048 5 330 N 200

a) Long-term capital 664 382 1 390 2 090 3 782

Direct investment (net) ~343 118 =389 =Y 68
Private sector -3 351 733 1 097 1 702
Loans i1t 827 t 137 1 539 2 usp,
fmortization payments -5 - -187 =294 -593
Other net-assets and liabilities -38 -76 =217 -T48 =155
Officlal sector -318 =387 1 586 997 2 012
Loans 126 291 1 536 1 719 2 i
Amortization payments =400 -469 =743 =407 =421
Other net assets and liabilities =44 =209 153 =315 -8 > 1450
b) Net short-term capital -675 165 -1 787 796 -308
Private sector 155 -240 -3 Ti9 -1 810 =2 00%
Official sector 36 5 y 20 -
Monetary authorities 6 -23 -4 -25 -83
Errors and omissions -872 523 2 po2 2 611 1 784
¢) Bllocation of Special Drawing
Rights (SDRs)
d)} Official transfer payments (net) =64 =30 -62 -53 -38 y
e) Interpational reserves
(minus aign signifies an increase) =4 U470 -2 689 =27 215 1 Boy ~1 250
Use of IMF credit - - - - - .o
Other liabilities - - - - - see
Monetary gold . - - - - - “ee
Special Drawing Rights (SDRs) -3 -4 -3 =12 -38 ~13%
IMF reserve position =349 ~4g1 -139 109 307 228
Foreign exchange and other assets -4 118 -2 194 115 118 1 62% -1 343

Source: 1974-1978; Internatiopal Monetary Fund, Balance of Payments Yearbook, vol. 30; 1979: CEPAL,
on the basis of official data.

(a) Preliminary figures.

(b} Including non-monetary gold.




Table 12

VENEZUELA; BORROWING IN INTERNATICNAL CAPITAL WKARKETS
(Millions of dollars)

1974 1975 1976 1977 1978 1979(a)

Bonds 2 - - 438 689 153
Loans on the

Euracurrency market 50 200 1 129 1 650 1 990 1 880

Total 52 200 1129 2 088 2 679 2 034

Source: World Bank, Borrowing in Internatiinal Capital Markets, several issues.
{a) Includes only loans contracted between January and September 1979,

Table 13

YENEZUELA: INDICATORS OF EXTERNAL INDEBTEDWESS
{Millions of dellars)

1973 1974 1975 1976 1977 1978 1979(=)
Public external debt
disbursed () 894 751 1 361 3 283 § 7248 T 266 8 188
Debt servicing 308 506 538 407 §27 750 .
Amortization payments 206 384 435 285 605 356 -
Interest 102 122 103 122 222 394 .
Debt servicing as a
percentage of exports 6.0 4.3 5.7 4,2 8.1 7.5 R

- . S 2 e e e o o i

- - -

Source: Public external debt: President of Venezuela, Mensaje al Corgresa de la Repiubliica,
March 1980,

Debt servicing: World Bank. Debt servicing corresponds to the disbursed State-guaranteed
publie and private long- and medium-term debt.

{a) Preliminary figures.

{b) Encludes fioating debt,

Table 14

YENEZUELA: EVOLUTION OF DOMESTIC PRICES

1971 1972 1973 18974 1975 1976 1977 1978 1979

__________ o e e e B e e e g e e e e e

Variation between annual averages

Conaumer prices (a)

3.2 2.9 41 5.2 10,2 1.7 7.8 7.1 12.%2
Food 3.4 4.9 7.6 12.7 14.7 g.8 12.3 9.2 16.6
Clothing - 2.9 7.7 20.2 17.0 16.5 10.¢ 8.5 25.3
Wnolesale prices (b} 3.5 3.5 6.6 16.7 13.7 7.2 10.9 7.6 9.4
Domestie products 2.3 2.7 7.2 16,8 14,2 8.0 13.4 8.3 1.1
Imported products b9 4.5 5.1 16,7 12.8 6.1 6.9 §.2 6.7
Variation December - December
Consumer prices (a) 3.0 3.5 5.1 11.6 8.0 6.9 8.1 7.0 20.%
Food 3.5 7.4 8. 18.3 8.7 8.2 1.8 1.0 Eliat
Clothing - 9.3 7.9 21.8 19.12 10.4 B.2 12.9 4o.2
¥nolesale prices (g) 2.7 2.7 11.0 18.9 8.2 8.8 1.0 5.8 5.4
Domestic products 3.1 3.7 12.1 17.0 10.2 7.6 17.0 4.5 17.5
Imported products uu 2.1 10.3 21.¢9 5.8 10.4 5.1 6.7 2.1

Source: Fresident of Venezuela, Mensaje al Congreso de ls RepGblics, March 1976, 1977, 1978, 1979
and 1980; Central PBank of Vepeguela, Informe econdmice, 1572, 1973, T197% and 1975.

(a} Cost-of-living index for the metropolitan area of Laraceas.

(b} d4verage January-November 197%/Januvary-November 1978,

(¢) Variation between November 1979 and November 1978.




Table 15

VENEZUELA: MONETARY POSITION

Honey
Currency outside banks

De

mand ¢eposits

Factors of expansion

Fo
Dol

Fa

reign assets {net)
mestic credit
Government {net)
Official entities
Private sector
ctors of absorption

Qu
an
ot

Source: Internationzl Menetary Fund,

o~ on

asi-money (savings
d time deposits}
her items (net)

-—

End-year balance in milllons-
of bolivares

Growth rates
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VENEZUE

. Current income

Petroleum

Direct

Indirect and other income
Current expenditure

Wages and salaries
Economic subsidies

Other current expenditure

Saving on current
account (1-2)

Capltal expenditure

Heal investment

Transfers

Finanelal investment

Cther capital expenditure
Expenditure on refinancing
operations

. Debt servicing
. Total expenditure {(2+4+5+6)

Fiscal deficit
or surplus {1-7)
Financing of deficit
External
Domestic
Other

1976 1977 1978 1979 1976 1977 1978 1979
29 884 37093 42 900 46 703 14.7 240 5.7 8.9
5 820 7 383 9 012 10 012 23.2 26.9 22.1 1.1
22 222 27589 32 168 34 200 22.1 24,2 16.6 6.3
58 335 69 107 79 00 87 529 23.6 i8.5 14.4 10.8
37 086 35 323 29 078 35 016 -3.4 4T =177 20.4
21 249 33 784 49 952 52 513 1,7 59.0 7.9 5.1
-19 360 =15 109 =11 263 -12 353

611 810 T54 914 9.7 32.6 -6.9 21.2
39 295 46 776 5T 733 60 856 36.8 16.0 23.% 5.4
28 453 32 014 36 130 4D B27 34.6 12.5 12.9 13.0
2% 567 27 482 31 84B 32 657 39.9 27.4 15.9 2.5
6 886 4 532 L 282 8 170 20.2 -34.2 -5.5 90.8

International Financlal Statistics, May 1980.

Table 16
La: CENTRAL GOVERNMENT INCOME AND EXPENDITURE
e mm e mmem e m—m——m e e—————— pm———
Millions of bolivares Growth rates

1976 1977 1978 1979 1976 1977 1978 1979
38 110 40 874 LD 122 50 027 -6.8 6.2 -0.% 24,7
27 441 28 734 24 weB 32 507 . =13.3 4.7 -14,8 32.9

y 722 5 458 & 495 T 0By 3.7 15.6 28.2 1.2

5 gqu7 € 282 8 659 10 436 =0.1 5.6 37.8 2G.5
20 687 24 643 25 107 30 105 13.4 15.1 1.9 19.9

8 70K 16 181 11 115 12 819 19.7 17.0 9.2 15.3

1 159 1 159 813 872  -28.8 - -29.8 7.3
10 82h 13 303 13 179 16 418 . 15.8 22.9 -0.9 24,5
17 423 15 831 15 015 19 g22 -23.0 -9.1 =5.2 32.6
15 956 17 848 18 233 11 707 -19.7 11.9 2.2 -35.8

y 234 5 718 6 481 3610 27,4 36.5 12,2 -B4.3

k141 10 10 9 987 6302 ~18.2 144.0 ~1.1  =36.9

7 569 1 929 1739 1766 ~33.1 -T4.5 -9.8 1.6

12 4o 12 n 60.8 233.3 -20.0 -6.2

4 292 2 902 1 914 - - ~32.4 -34.0 -

3 636 5 301 5 953 9 147 105.3 5.8 12.3 53.7
44 571 50 694 51 213 5D 959 11.8 13.7 1.0 -0.5
-6 461 ~10 220 ~11 091 -932 - - - -

} 372 8 519 10 038 70

611 2 153 au7 -

1 448 -452 606 862

o s e o e e b e e e e e G L O A e 1 e o B 0 BB b e A L L B

Source: CEPAL, on the basis of official statistics.



