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On September 13, 2005, the President of the Dominican Republic, Leonel Fernández, told this Permanent Council that the OAS could contribute to a response by the international community to the increase in oil prices because, in his opinion, those increases were triggering social unrest  and undermining democratic stability in several countries in the Hemisphere. He asked for the topic of “Energy and Development” to be placed on the OAS agenda. 

One day earlier, President Ricardo Maduro, had told this same body that Honduras’s oil bill and that of other Central American countries was double the aid they receive from abroad. 

And the President of El Salvador, Elías Saca, stated in a recent speech at the United Nations that higher oil prices and natural disasters were curtailing development in poor countries. 

The Government of the Bolivarian Republic of Venezuela, headed by President Hugo Chávez Frías, is also concerned at the impact of oil prices. For that reason, it goes out of its way to ensure that Venezuelan oil contributes to the integral development of our peoples. It fosters energy cooperation based on solidarity and condemns the rapaciousness of the speculators on the world oil market. 

In our Hemisphere, there are blatant inequalities and asymmetrical relations. We suffer from social and economic injustice, exacerbated by geopolitical pressures that hamper, and sometimes even block, our peoples’ access to energy resources. For that reason, Venezuela today defends its sovereign right to manage its natural resources.

Oil can be, as our Government realizes, a powerful lever to drive development, integration, cooperation, solidarity, and the economic and social complementarity of our countries.

The German philosopher, Herbert Marcuse, in his famous work entitled “One-Dimensional Man” (1964) prefigured “advanced” capitalist society as a society in which man had ceased to be critically-minded. The “one-dimensional” society exercises its dominion, its total control “by manipulating people’s desires and needs.” That society is now upon us. We need to overcome it.   

The 21st Century is starting with a world population of over six billion, of whom over two billion lack access to oil and gas.  

In the 20th Century, the world consumed one trillion barrels of oil. Over 70 percent of that consumption occurred in the highly developed countries, which account for only 20 percent of the world population. The developed countries consume oil and gas without weighing the consequences for the environment and, hence, for human life. 

Irrational consumption of a finite, nonrenewable natural resource with a high strategic value has altered macro-climatic equilibria. The hurricanes that repeatedly bear down on our island states, such as those in the Caribbean, are devastating natural phenomena related to global warming.

Natural disasters are lashing the entire work, claiming numerous victims and wreaking destruction, especially in developing countries:  floods in countries like India, China, and Bangladesh, and the “El Niño” and “La Niña” climatic phenomena which hit countries in Latin America. Still fresh in our minds is the havoc wrought by the recent hurricanes Katrina and Rica, which devastated areas in the United States. 

The United Nations’ International Strategy for Disaster Reduction has pointed out that poor third world countries account for 96 percent of the deaths caused by natural disasters. Over the past 15 years, two thousand natural disasters have caused 618,000 deaths. 

Given this Kafkaesque scenario, why refuse to sign the United Nations Kyoto Protocol on Climate Change?

Historically, oil prices have fluctuated within very wide margins. The Organization of Petroleum Exporting Countries (OPEC) has attempted to stabilize them by making them fair for both producers and consumers. 

The truth of the matter is that the increase in oil prices is nominal. In real terms, they are substantially lower than those recorded during the so-called “energy crisis” of the 1970s and 1980s. Now, as opposed to then, there appears to be no significant impact on world growth. 

The highly industrialized countries are able to foot their oil bill, given the nature of their economies and the enormous flow of capital they receive from abroad. The developing countries, on the other hand, are feeling the full impact of that bill. Once again the petrodollars of most of the oil-producing countries are being recycled toward the world’s major capitalist metropoles. 


At the second OPEC Summit, held in Caracas in 2000, the Government of the Bolivarian Republic of Venezuela suggested adopting a price range of between US$22 and US$28 per barrel. That formula was collectively agreed upon by OPEC. Thanks to that decision and oil output policy, after reaching very low nominal levels, the price per barrel of the OPEC basket remained within that range in 2000 and 2001.

Following the events of September 11, 2001 in New York and Washington, military action was taken – outside the United Nations framework – in areas located at the very heart of the world’s oil-producing activities: Iraq, in the Middle East and the Persian Gulf and Afghanistan, in the vicinity of a new oil-producing region, namely the Caspian Sea.


The volume of Iraq’s oil output, which totaled approximately 2.5 million barrels a day in 2002, has not yet been restored because of the consequences of the invasion.  


This year Iraq was projected to produce over three million barrels a day, but in fact it barely produces half that. The oil market is highly volatile and may be affected, as is the case now, by the insecurity triggered by warlike circumstances in an oil-producing country. 

The energy market has also been affected by the tensions with Iran, and China’s and the industrialized world’s growing demand for fuel. Added to that now is the damage wrought by hurricanes Katrina and Rita, which hit oil refineries ad other installations in the Gulf of Mexico.


The so-called “fear premium” has begun to influence the market. It includes the risk that oil traders factor into the futures market to guarantee excessive profits for themselves. At the same time, speculators are making obscene profits, which push up fuel prices for end-users. 

This “fear premium” was estimate at US$6 dollars a barrel in 2003, but it has been as much as 18 percent of the price per barrel, according to Daniel Yergin, President of Cambridge Energy Research Associates (CERA).

Another factor pushing up the price of petroleum and its by-products are the taxes levied on consumers by the industrialized countries. It is estimated that the tax authorities in England, Germany, and Italy siphon off 70 percent of the price of gasoline. In the United States, tax accounts for approximately 30 percent. 

Output in non-OPEC countries has reached its maximum. OPEC, in the meantime, is increasing in response to demand and accounts for 42 percent of world output. 

Possibly the principal cause of the increase in the price of crude – and one that neither Venezuela nor OPEC desire – is the global shortage of refining capacity, particularly in the United States. No refineries have been built for the past 25 years in this country, which has five percent of the world’s population and consumes 28-29 percent of the Earth’s energy.

There is another factor that influences oil prices: the accumulation of inventory, stocks, and strategic oil reserves by member countries of the Organization for Economic Co-operation and Development (OECD). These currently exceed 6.5 billion barrels of crude and refined products. This additional demand for oil is not used to satisfy consumer demand, but accumulated as an instrument for wielding power.


Let us recall a recent occurrence. When the International Energy Agency (IEA) and the U.S. Government decided to use 50 million barrels of refined products in its strategic reserves, the price per barrel dropped seven dollars within a few days.  


Nevertheless, when OPEC announces an increase in its oil output, the market barely reacts. The owners of the refineries know that 45 days will elapse before the crude they have been promised is physically available to feed their facilities. This is because of the long distances that the crude will have to travel from Indonesia, the Middle East, or Africa.

The world economy is growing. Demand for oil has been increasing constantly despite OPEC efforts to meet it. 

Asia is the driving force of economic, energy, and oil output growth. China and India, which account for over 2.1 billion people, evoke the experience of Europe and Japan’s economic reconstruction after the Second World War. The global oil supply has to satisfy the high demands of the OECD countries. Developing countries also have oil demands. 

These levels of demand require an annual extraction of approximately 30 billion barrels of oil. Investments in prospecting activities – attempting to locate new reserves – have enjoyed scant success. The stagnation of reserves makes the world aware that “THE ERA OF EASY OIL IS OVER” – this has been made abundantly clear in recent advertising from the oil company Chevron. 

OPEC has been pursuing a dialogue aimed at reaching a long-term agreement on oil that will allow prices that are fair to both producers and consumers to be set. 


The Government of Hugo Chávez is bolstering the country’s output, in order to meet the commitments PDVSA has entered into with its customers, chiefly in this hemisphere. Venezuela is the number-one exporter of petroleum derivatives to the United States, and it ranks fourth among the nations exporting crude oil and refined petroleum products to that country.

The integration of our continent with respect to energy matters would allow us to take advantage of the formidable potential offered by a market made up of more than 530 million human beings. 

Our countries can increase their strengths and reduce their weaknesses. More than 80% of the American continent’s oil and gas reserves are to be found in Latin America. That places our region in an advantageous position as the supplier of energy. Venezuela, Mexico, Brazil, Ecuador, Colombia, Bolivia, Peru, and Argentina possess 11.5% of the planet’s entire oil reserves. That represents an enormous potential that should be placed at the service of our peoples. 

Venezuela assumes its responsibility at this moment in history. It has oil reserves calculated at 77 billion barrels of conventional crude. To that must be added 235 billion barrels of heavy and extra-heavy crude in the Orinoco Oil Belt. At the current rate of output of 3.3 million barrels a day, there is enough oil for more than 285 years.

Venezuela proposes increasing its oil output to 5.8 million barrels a day over the next five years. And, in order to meet rising global demand, it will invest more than US$56 billion in the oil industry. Of this amount, $16 billion will be earmarked for refining activities. The Venezuelan State will provide $37 billion, while the remaining investment will come from the private sector, mostly foreign investors. We extend a welcome to our Latin America and Caribbean fellows. 

Venezuela has set itself to build, over the coming years, three new refineries within the nation’s territory, and, working in conjunction with that country’s government, another one in Brazil; it will also improve and expand refineries in Argentina, Uruguay, and Paraguay. 

Our companies, state- and privately owned alike, have accrued experiences and developed capacities. The synergy of knowledge between them offers a source of potential that we must use to the benefit of our peoples. 

We believe that the surpluses of the oil-exporting countries should be used to diversify and strengthen their economies, encourage investments with high rates of social return, and support the development of the poorest countries. That is Venezuela’s approach at this time, to contribute to the comprehensive development of the countries of Latin America and the Caribbean. 

The Government of the Bolivarian Republic of Venezuela has proposed creating a tool to bring together political wills and gather together the region’s countries’ energy resources, in order to secure greater mutual benefits and fully exercise sovereignty in energy-related matters: that tool is Petroamérica. 

A plan for energy integration based on the principles of solidarity, cooperation, complementarity, socio-economic development, and conservationist awareness. Its chief goal is to fight poverty in order to attain social justice. 

Petroamérica combines three subregional energy integration initiatives:

· Petrocaribe, the creation of which was undersigned by 14 countries from the Caribbean region: Jamaica, Dominican Republic, Cuba, Guyana, Grenada, Suriname, Dominica, Antigua and Barbuda, St. Kitts and Nevis, Saint Lucia, Belize, Saint Vincent and the Grenadines, and Venezuela.

· Petrosur, which brings together Argentina, Brazil, Uruguay, and Venezuela. 

· Petroandina, involving Bolivia, Ecuador, Colombia, Peru, and Venezuela.

Petroamérica was conceived to serve as a geopolitical facilitator directed at establishing mechanisms for cooperation and integration, using the energy resources of the Caribbean, Central American, and South American regions. 

Petroamérica will use those energy resources, in a sovereign fashion, as a motor for endogenous development and for the integration of the peoples of Latin America and the Caribbean; it will take advantage of economic, social, and cultural complementarity to reduce asymmetries in the region; it will minimize the negative effects that energy costs have on the region’s countries; and it will strengthen other subregional integration forums such as CARICOM, Mercosur, the Andean Community of Nations (CAN), the South American Community of Nations, and the Bolivarian Alternative for the Americas (ALBA).

Petroamérica’s areas for cooperation have been defined: 

· Direct negotiations between states to eliminate brokerage and to lower transaction costs.

· Signing comprehensive cooperation agreements.

· Identifying areas for cooperation and bilateral agreements among companies and/or state agencies. Venezuela will provide technical cooperation to support the creation of state agencies where they do not exist.
· Cooperation agreements in areas such as: the supply of crude oil and products; exchanges of goods and services; development of infrastructure and funding; design, construction, and joint operation of refineries; storage facilities and terminals; joint sales of crude, products, gas, asphalt, and lubricants; transportation and logistics; joint exploration and exploitation of oil and gas deposits; processing and sales of gas; petrochemicals; technology and training; ecological fuels; and public policies.

At Venezuela’s initiative, PetroAndina was created as a common platform or “strategic alliance.” Our country has contributed US$50 million for a Social Humanitarian Fund to benefit the agreement’s four other signatory nations. 

One immediate beneficiary has been Ecuador – a country that in spite of being an oil exporter, has to import the gasoline it consumes. It will refine a portion of its crude in Venezuela, thus saving a part of the US$1 billion a year it spends on imported fuel. 
The Petrocaribe energy cooperation agreement is a Venezuelan initiative aimed at providing financial and structural faculties in order to guarantee direct supplies to the region’s countries, which are affected by brokerage and speculation in the hydrocarbons market. 

Petrocaribe bolsters preexisting agreements, such as the San José Convention and the Caracas Energy Agreement. 

Petrocaribe implements a financing scale for oil sales, based on crude prices. It provides for the long-term financing of 30% of oil billing when the barrel costs US$40 or more; of 40% if the barrel price reaches US$50; and of 50% if, should this ever happen, the price hits US$100. It extends the grace period for long-term financing from one to two years; at the same time, short-term payments are extended from 30 to 90 days.

For deferred payments, the bases of the Caracas Energy Cooperation Agreement are maintained; to wit: 17 years, including the two-year grace period already indicated, when the price stays below US$40 a barrel. When the price rises above $40, the payment period is extended to 25 years, including the two-year period of grace, and the interest rate is reduced to 1%. 

In accordance with this agreement’s principles of solidarity, Venezuela will accept part of the deferred billing payment being made in goods and services. My country could purchase, at preferential prices, sugar and bananas that are affected by variations in international market prices. 

Petrocaribe will promote energy saving programs. It will handle credits and offer technology exchanges so that the beneficiary countries can develop highly efficient energy consumption programs and systems, and other activities that will enable them to reduce their oil consumption. 

It will implement cooperation for tackling natural disasters and fighting AIDS.

Venezuela will finance, under the aegis of Petrocaribe, US$17 billion in oil billing over the coming ten years, at a rate of 200,000 barrels of oil a day. And this is significantly more than the cooperation offered by developed countries in pursuit of the United Nations Millennium Goals. 

Through its Petrocaribe agreements, Venezuela undertakes to supply the fuel needed by the peoples of the Caribbean for the next 100 years.

PDV-Caribe, a subsidiary of Petróleos de Venezuela (PDVSA), will organize a logistical network of ships, terminals, and facilities for storing, refining, and distributing fuel and products. 

The transportation capacity of this PDVSA subsidiary will be enough for the supply commitments to be covered with Venezuelan tankers, and the freight charges arising from those operations will be billed at cost. 

The Petrocaribe agreement ordered the creation of the Alba Caribe Fund, whereby Venezuela earmarked US$50 million to fund solidarity-based social and economic programs.

The Heads of State and Government of the Caribbean have welcomed the opportunities that Petrocaribe will provide, and they have praised the development model that is being successfully implemented in Venezuela.


Venezuela’s policy of solidarity-based energy integration, free of both political and ideological discrimination, also involves bilateral agreements with nations from the Americas. 

· Argentina: An oil alliance has been established. In addition, the first service stations have been opened in the city of Buenos Aires. 

· Venezuela sold fuel to Argentina when the country was facing serious problems with its supplies of natural gas and other fuels in mid-year. 

· Our country also facilitated the operation with an agreement to purchase Argentine agricultural and cattle produce in amounts equal to the fuel sales. Argentine shipyards will repair and build ships for PDVSA.
· Brazil: Fourteen oil, gas, and petrochemical agreements have signed. Particularly noteworthy are those providing for the joint development of the Mariscal Sucre Project and the Orinoco Oil Belt; cooperation and business activities in the production and distribution of lubricants; cooperation on refining, sales, and ocean-going transportation; as well as scientific collaboration and personnel training. 

· Bolivia: An energy agreement has been signed. Venezuela supports the country’s efforts to regain control over its natural resources by strengthening its national company. 

· Central America: With respect to oil and gas, through the San José and Caracas Agreements, Venezuela offers oil and derivatives on favorable terms to Central American countries. It is also studying the requests lodged by Central America’s heads of state and government for their accession to Petrocaribe. 

· Chile: During the April 2005 visit of President Ricardo Lagos to Venezuela, a Memorandum of Understanding was signed to align the energy integration initiatives of the Empresa Nacional de Petróleo (ENAP) and PDVSA.

· Colombia: An agreement has been reached on the construction of a crossborder gas-pipeline that would carry Colombian gas to and from refineries and petrochemical plants in western Venezuelan. Investment plans have been drawn up for coal extraction, and an alliance for oil prospecting was formed. 

· Cuba: Under the aegis of Petrocaribe, PDVSA Cuba opened a facility in Havana to work in conjunction with CubaPetróleo (CUPET) and expand the potential of the Caribbean energy market. 
· Paraguay: Negotiations are underway with this country for sales of oil and derivatives, with funding facilities, under the Caracas Energy Agreement. 
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· Panama: Working groups have been set up to study the feasibility of a oil pipeline between the two countries to facilitate the transportation of crude oil to the Pacific and to lower the costs of such operations. Panama benefits under the Caracas Energy Agreement. The construction of a gas pipeline connecting the gas fields of Venezuela, Colombia, and Panama is also being studied.

President Hugo Chávez Frías has proposed a ground-breaking initiative to promote the energy integration of South America: the construction of a gas pipeline from Venezuela to Patagonia. This initiative will be analyzed by the South American Heads of State at their forthcoming Summit.

The solidarity-based energy integration proposed by the Government of the Bolivarian Republic of Venezuela, described briefly on this occasion, is demonstrating that oil can be used to attain comprehensive development and to foster social justice among the sister nations of the continent. 
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