
The Venezuelan Paradox

When Oil Abundance Leads to Poverty


Table of Contents

Title Page

Written by: Nachida Harouni | First publication: Draft2digital | April 2026

All rights reserved to Nachida Harouni ©

Summary :

INTRODUCTION — THE ENIGMA OF ABUNDANCE AND POORNESS | The Fundamental Contradiction of the 21st Century

The Historical Roots of a Structural Dependency

The Mechanics of Collapse: Beyond Politics

The Humanitarian and Geopolitical Impact: A Global Crisis

Objectives and Methodology of the Work

CHAPTER 1 — THE DIAGNOSIS: RICH SUBSOIL, POVERTY OF THE PEOPLE | 1.1 The Economic Anomaly of the 21st Century

1.2 The Gigantic Reserve: The Orinoco Belt and Untapped Potential

1.3 The Collapse of Macroeconomic Indicators

1.4 The Humanitarian Catastrophe in Figures

1.5 The Migratory Exodus: The Flight of Productive Capacity

1.6 Chapter Conclusion: The Necessity of a Structural Autopsy

CHAPTER 2 — GENESIS OF A RENTIER STATE: HISTORY OF A STRUCTURAL DEPENDENCE | 2.1 The Legacy of the 20th Century: When Oil Redefined the Nation

2.2 The Construction of the Rentier State: The Logic of Distribution Rather Than Production

2.3 Failed Attempts at Diversification: The 1980s-1990s

2.4 The Chavista Break of 1999: Radicalization of the Rentier Model

2.5 The 2014 Oil Price Collapse: The Brutal Awakening

2.6 International Sanctions: Aggravating Factor or Primary Cause?

2.7 The Culmination of a Century of Dependence

CHAPTER 3 — THE CURSE OF RESOURCES: WHEN OIL KILLS THE ECONOMY | 3.1 The Concept of the Resource Curse: Theory and Venezuelan Reality

3.2 The Dutch Disease: Real Appreciation Mechanism and Loss of Competitiveness

3.3 Progressive Deindustrialization and the Collapse of the Productive Sector

3.4 The Printing Press and the Inflationary Spiral: Money as an Adjustment Variable

3.5 The Structural Impasse of Rent

CHAPTER 4 — POVSA: THE BEATING HEART OF AN AGONIC GIANT | 4.1 The State-Enterprise: Genesis of a Structural Confusion

4.2 The Shock of 2002-2003: The Skills Massacre

4.3 The Collapse of the Value Chain: From Upstream to Downstream

4.4 Governance, Corruption and Financial Opacity

4.5 Chapter Conclusion: The Broken Tool

CHAPTER 5 — MONETARY CAVE-ABOUT: HYPERINFLATION AND COLLAPSE OF THE BOLIVAR | 5.1 Money as the Lifeblood of the Economy: The Diagnosis of a Faulty Circulation

5.2 Inflation as an Invisible Tax: The Temptation of Depreciation

5.3 Market Reaction: Term Premiums and Bond Vigilance

5.4 Demographic Challenges: The Grey Tsunami and Mandatory Spending

5.5 Political Constraint: Budgetary Paralysis and Electoral Cycles

5.6 Risk Convergence

CHAPTER 6 — THE HUMANITARIAN CATASTROPHE: EXODUS AND SOCIAL COLLAPSE | 6.1 The Human Cost of Economic Failure

6.2 The Collapse of the Healthcare System: A Silent Crisis

6.3 The Migratory Exodus: The Flight of Productive Capacity

6.4 Education and the Loss of a Generation

6.5 The Destruction of the Social Fabric and Crime

6.6 The Need for a Structural Autopsy

CHAPTER 7 — OIL GEOPOLITICS: SANCTIONS, ALLIANCES AND EXTERNAL PRESSURES | 7.1 The Debate on Responsibilities: Internal Factor or External Aggression?

7.2 The Architecture of Sanctions: Chronology and Mechanisms of Financial Stifling

7.3 The Allies of Last Resort: China, Russia and Iran

7.4 The Phantom Fleet: Circumvention Techniques and the Grey Market

7.5 Regional Impact: Migration as a Geopolitical Tool

7.6 Chapter Conclusion: Sovereignty under External Tutelage

CHAPTER 8 — HORIZON 2035: THE PATH TO NORMALIZATION AND RECONSTRUCTION | 8.1 The Turning Point of 2026: Breaking the Impasse through Pragmatism

8.2 The PDVSA Renaissance: Investments, Technology and Governance

8.3 Monetary Stabilization and Diversification: Avoiding the Curse 2.0

8.4 Social Reconstruction and Diaspora Management: Human Capital

8.5 General Conclusion: The End of the Paradox?

	[image: ]
	 	[image: ]


[image: ]

Written by: Nachida Harouni


First publication: Draft2digital


April 2026


























































[image: ]


	[image: ]
	 	[image: ]


[image: ]

All rights reserved to Nachida Harouni ©





[image: ]


	[image: ]
	 	[image: ]


[image: ]

Summary :


[image: ]


Chapter 1: The Diagnosis — Subsoil Wealth , Human Poverty

Chapter 2: Genesis of a Rentier State — History of a Structural Dependence

Chapter 3: The Dutch Disease — When Oil Kills the Economy

Chapter 4: PDVSA — The Beating Heart of an Agonic Giant

Chapter 5: The Monetary Slaughter — Hyperinflation and the Collapse of the Bolivar

Chapter 6: The Humanitarian Catastrophe — Exodus and Social Collapse

Chapter 7: Geopolitics of Oil — Sanctions, Alliances and External Pressures

Chapter 8 — HORIZON 2035: The Path of Normalization and Reconstruction

	[image: ]
	 	[image: ]


[image: ]

INTRODUCTION — THE ENIGMA OF ABUNDANCE AND POORNESS


The Fundamental Contradiction of the 21st Century
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In modern economic history, few examples of cognitive dissonance between a nation's natural resources and its population's standard of living are as striking as that of Venezuela. At the start of 2026, as the world undergoes a complex energy transition where every barrel of oil counts, the Bolivarian Republic of Venezuela stands out as a statistical anomaly, a living paradox that defies conventional laws of economic development. This country, sitting atop the world's largest proven oil reserves, should theoretically be among the most prosperous nations on the planet, possessing the tax revenues necessary to fund world-class infrastructure, a universal healthcare system, and cutting-edge education. However, the reality observed on the ground paints a radically different picture, that of a nation in structural bankruptcy, where the wealth of the subsoil has not served as an engine for growth, but has transformed into a slow economic poison, corroding institutions, destroying the productive fabric and massively impoverishing a population once considered the wealthiest in Latin America.

This book, *The Venezuelan Paradox *, is not simply a crisis narrative nor a political pamphlet seeking to assign blame unilaterally. It aims to be a deep, multidimensional, and structural analysis of an unprecedented collapse in peacetime. The objective is to understand how such exceptional factor endowments could have transformed into a systemic curse. To do so, it is imperative to move beyond the superficial explanations that often dominate media discourse. The Venezuelan crisis is not solely the result of international sanctions, as the Caracas government maintains, nor exclusively the consequence of a specific political ideology, as its most virulent critics assert. It is the product of a toxic convergence of historical, economic, institutional, and geopolitical factors that have mutually reinforced one another over several decades. Understanding this paradox means accepting to face the complexity of a state that has ceased to function according to standard economic norms, operating in a grey area where the currency is worthless, where national production is minimal, and where the survival of the population depends on informal subsistence mechanisms and foreign aid.

The urgency of this analysis lies in the fact that the Venezuelan case is not isolated. It serves as a warning to all resource-rich nations, from the Gulf states to the emerging economies of Africa and Asia. The mechanism by which oil rents can destroy other productive sectors, known as the "Dutch disease," finds its most extreme and devastating application in Venezuela. Studying Venezuela in 2026 therefore means studying the limits of rentier governance, the dangers of dependence on a single commodity, and the geopolitical risks associated with the militarization of energy resources. This book aims to contribute to understanding these dynamics, offering not only a diagnosis of the past but also a framework for anticipating future crises in other regions of the world. Subsoil wealth is only a blessing if it is managed with a long-term vision and institutional discipline, which Venezuela has never managed to develop.
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The Historical Roots of a Structural Dependency
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To grasp the gravity of the current situation, it is essential to place the crisis in a long-term historical perspective. The economic collapse of 2026 did not arise from nothing; it is the logical culmination of an economic model built over nearly a century, since the discovery of the first commercial oil field in 1914. This fundamental discovery marked the beginning of a radical transformation of the Venezuelan economy, shifting from a diversified agricultural economy to a single-export economy dependent almost exclusively on oil revenues. In the 1920s and 1930s, Venezuela gradually became one of the world's leading oil exporters, attracting investments from major international oil companies. This period, often referred to as the golden age of Venezuelan oil, generated considerable revenue for the state, but it also laid the structural foundations for future dependence.

The Venezuelan government, rather than using these revenues to diversify the economy and develop other productive sectors, gradually abandoned any attempt at independent agricultural and industrial development. Why invest in agriculture or manufacturing—low-margin, slow-return sectors—when oil offered massive revenues with relatively little investment? This seemingly rational short-term economic logic gradually eroded the country's diversified productive base, creating a structural vulnerability that would prove catastrophic when oil prices collapsed. The nationalization of the oil industry in 1976, with the creation of Petróleos de Venezuela SA (PDVSA), was presented as an act of economic sovereignty. However, this nationalization also transformed PDVSA into an instrument of economic and social policy, far exceeding its initial mission of oil production and marketing. The oil company has gradually become a state within a state, funding social programs, public infrastructure, and government expenditures that should have been covered by the normal tax budget.

This blurring of the lines between company funds and state coffers set a dangerous precedent, establishing a governance practice that would persist and intensify in the decades to come. The 1970s also saw the first major oil boom, following the 1973 oil shock. Venezuela experienced a massive influx of revenue, often referred to at the time as the "Seed of Oil," a term popularized by the Venezuelan intellectual Arturo Uslar. Pietri called for investing oil revenues in sustainable productive development. Unfortunately, this call largely went unheeded. Oil revenues were primarily used to finance a massive expansion of current public spending, imports of consumer goods, and prestigious but unproductive infrastructure projects. The bolivar's exchange rate was artificially inflated, making imports cheap and non-oil exports uncompetitive. This mechanism further destroyed the remaining agricultural and industrial sectors, leaving the country structurally dependent on imports for its food security and manufacturing needs.

The arrival of Hugo Chávez to power in 1999 marked a major political break, but paradoxically, it represented a continuation and radicalization of the rentier model rather than a fundamental transformation. The political project of " 21st Century Socialism" was based on a massive redistribution of oil revenues through social programs called "Misiones." This approach was not fundamentally different from the rent-distribution logic of previous governments, but it was implemented on an unprecedented scale. The period from 2004 to 2014, corresponding to the commodities supercycle, allowed the Chavista government to finance a massive expansion of social spending without having to structurally reform the productive economy. Rather than using this historical window of opportunity to diversify the economy and build sovereign wealth funds for lean times, the government increased the country's structural dependence on oil revenues. The politicization of PDVSA and the diversion of its profits to finance current expenses have had devastating consequences for the company itself, eroding its technical capacity to maintain and develop oil production.
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The Mechanics of Collapse: Beyond Politics
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Beyond political history, this book focuses on the precise economic mechanisms that transformed wealth into poverty. It is crucial to understand that the Venezuelan crisis is primarily a crisis of economic structure before it is a crisis of political regime. The concept of the rentier state, developed by political economists, perfectly describes Venezuela's trajectory. A rentier state is characterized by several distinctive features: it receives substantial external rent, it does not need to significantly tax its population to finance its expenditures, it distributes this rent through social programs to maintain social peace, and it develops a paternalistic relationship with its citizens where political rights are exchanged for economic benefits. Venezuela has embodied this model in an almost paradigmatic way. This rentier state structure has had profound consequences for the Venezuelan social contract. In classical modern states, there is a direct link between taxation and representation. In Venezuela, this link has been broken. Because the state was financed primarily by oil revenues rather than by income tax from citizens, government accountability to the population was weakened.

This logic of distribution rather than production manifested itself through several institutional mechanisms. First, the massive expansion of the civil service: public sector jobs became a tool for rent-seeking , providing salaries and social benefits to millions of Venezuelans without these jobs necessarily corresponding to actual productive functions. Second, widespread subsidies: gasoline, electricity, water, and basic foodstuffs were subsidized at levels that did not reflect their actual production costs, creating a culture of artificial consumption and waste. Third, the multiple exchange rate system: by maintaining an artificially favorable official exchange rate and distributing dollars at preferential rates to selected sectors, the state created massive opportunities for rent-seeking and corruption, where access to cheap dollars became more profitable than any real productive activity. This distortion of economic incentives has gradually eroded the ethics of productive work and created an economy of speculation and rent-seeking that has undermined the foundations of long-term economic competitiveness.

When oil prices began to plummet in 2014, Venezuela faced a massive budget deficit with no viable adjustment mechanism. The government's response was to finance the deficit through massive money printing, triggering an inflationary spiral that gradually escalated into hyperinflation, one of the most severe in contemporary world history. This irresponsible monetary policy wiped out household savings, rendered nominal wages obsolete, and forced the population to use the US dollar as their everyday currency. Meanwhile, oil production collapsed from around 3 million barrels per day in the early 2000s to levels below 800,000 barrels per day in 2026. This decline was not solely due to low prices, but also to the collapse of PDVSA's own productive capacity: lack of investment, inadequate maintenance, the exodus of skilled engineers and technicians, corruption, and international sanctions. The vicious cycle intensified: less oil production meant fewer dollars to import essential goods, which worsened the humanitarian crisis, which caused more skilled workers to leave, which further reduced the country's productive capacity.
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