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The End of the Andean Community: A result of the Fidel-Chavez Plan for The Americas?

For more than two decades Venezuela, Colombia, Peru, Ecuador and Bolivia have worked on economic and political integration. Much progress was achieved on both fronts after enormous sacrifice and after great skepticism. Among other results, Venezuela and Colombia developed a deep and sound trading partnership accounting for more than 3 billion dollars per year. To both countries this relation positioned each one as the other second trading partner, tailing the US, without doubt the far most important relation to the Andean Community not only for its trade with each member country, but for its influence over the two economies leading the process of Andean integration: Venezuela and Colombia. 

The Andean Community from failure to Success

The balance of the Andean Community changed, from negative in the 70’s and 80’s to positive in the 90’s, once the bloc conceived its integration not as a protectionist fortress but instead as stepping stones to consolidate scale and synergies in order to negotiate more favorable terms in their global trade, particularly with the US and NAFTA to the north; and MERCOSUR to the south. In our view a clever management of the strategic positioning of the Andean Community should have been to transform its market in the "bridge" between the north and the South of the Americas, as well as the entrance for Europe and China, in alliance with The Caribbean and Central America, an area strongly influenced by the Colombo-Venezuelan leadership.

The Chavez-Fidel Agenda and the Uribe-Bush Agenda

However, things have radically changed. President Chavez from Venezuela decided unilaterally to retire Venezuela from the Andean Pact without much geo-economic sense and no consultation to the private sector and the people of Venezuela. He did so to follow an anti-American agenda influenced by Fidel Castro and to destroy in less than a year what took decades to finally shape. The Plan to destroy the Andean Pact was put into effect in three stages:

1. Chavez’ government of Venezuela initiated direct negotiations and entered MERCOSUR without ist Andean Trading Partners, which tolerated this incident for practical purposes.

2. Chavez voiced an alternative to ALCA and struggle in many fronts through Petroleum-Based cooperation with most Latin countries at the time when the negotiations between Brazil and USA with regards to Agricultural products, steel and other critical issues, the first one the most important, became an obstacle to the advancement of the ALCA agenda. By voicing its opposition and alternative to ALCA, Chavez took the lead of a failing process that Brazil and the US did not reach common ground to re-launch, ending both giants encircled and entrapped by an opportunistic expansion of Chavez’ influence.

3. The response of the USA to such development was to promote bilateralism as the tool to advance free trade in the region. This produced among other results the Colombia-US Treaty and the prospect of a Peruvian deal. Chavez took then the stance of victim and denounced Colombia’s position as a violation of the Andean Project and announced the retirement of Venezuela from the Pact. His argument was that free trade with the USA is intolerable in the South and reassumed his ALBA proposal. Instead of working together with President Uribe options to build the “bridging” trade and investment strategy in the global economy as we have proposed at the beginning of this paper, as the latter did when Chavez decided to negotiate without the Andean Community entrance to MERCOSUR; Chavez has decided to disregard actual economic realities and trends and turn his back to Venezuela’s first and second trade and investment partners: USA and Colombia. And all for political reasons. After Evo Morales triumph, Bolivia is following the steps of the Fidel-Chavez Agenda. The same tension is at the root of Peru’s electoral debate, as Mr. Ollanta Humala became a runner-up for the presidential election second round. Mr. Humala is considered a close ally to Hugo Chavez; however, this loud support and intervention in Peruvian internal affairs may have caused some problems to Ollanta’s bid for the presidency.

ALBA: A communication strategy and political project

The alternative proposed by Hugo Chavez is a vague concept named ALBA (Alternativa Bolivariana para Las Americas) which has been counter-offered to the ALCA (FTAA) promoted by the US, Mexico, Colombia and Peru. The only to concrete steps of Chavez's Bolivarian Alternative have been the opening of PDVSA and Banco Industrial de Venezuela (BIV) operations in Cuba (2004), and lately the signing among Cuba, Venezuela and Bolivia of the TCP (Tratado de Comercio de los Pueblos). So far the only definition arising from such Pact is the notion of social development that has nurtured the Acuerdo de Cooperación Energética Cuba-Venezuela, under which Venezuela delivers 53.000 barrels of Oil per day to Cuba to be repaid each shipment invoice in 17 years, at preferential rates and with discounted prices, with services and exports from Cuba, regardless of any economic consideration. The Agreement has resulted in an accumulated subsidy in five years to the Cuban economy of almost 3.5 billion dollars. The counterpart for Venezuela in addition to this growing debt from Cuba is the presence of 50,000 Cuban “public servants” working in the so-called “Misiones”, which are ad-hoc social programs that basically consist of direct transfers to the poorest and a network of popular medical centers managed by Cuban personnel in the “barrios” know as “Misión Barrio Adentro”. In addition to growing protest and discomfort from Venezuela’s professional and medical Boards complaining for high unemployment rates in sectors such as medical and education for Venezuelan professionals and different malpractice cases reported in the Hospitals after intervention of the Cuban doctors; several military dissidents complaint that the Cuban G-2 operate undercover in Venezuela trough this social programs in by-passing Government Intelligence Institutions to report direct covered operations for Chavez and its inner circle of power. On the other hand common citizens attest about the indoctrination, partisanship and intimidation that this network of Cuban supported programs have created in the poorest sector of Venezuelan cities through reediting the Cuban Committees for the Defense of the Revolution, named in Venezuela “Circulos Bolivarianos”.

Therefore, the ALBA crystallizes in practice as the expansion of “Neo-Communism” in the Americas, know fueled by Venezuelan Oil and resources, Bolivian Gas and each other case whatever commodity such nation contributes. It takes trade back to the old ages and it is a recipe for financial disaster, not to considered the social and political implications of this perversity. However, ALBA, as all Neo-Communist proposals not only seek a “democratic façade” but also pretend to use and abuse the market system to the controlled extent defined by the Central Government in order to avoid the collapse of the economy in critical sectors by promoting foreign investments and imports negotiated under “Government to Government” deals with the purpose of diluting the importance of the national private sector. Another objective is to plan, at whatever cost, a substitution of USA as a major trade and investment partner in the Region by privileging economic players of other origin such as Chinese.

The Bolivia Factor

One important factor of the Cuban-Venezuelan strategy, know adding Bolivia, is the use of energy as a political leverage. It is needless to explain the importance of Venezuela as a Petroleum, Mine and Energy player in the world economy, but it is important to stress the importance of Bolivian Gas for Brasil, Argentina and Chile.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 
Bolivian natural gas, essential both to the national economy and to the platform of Evo Morales, is key for countries like Chile, Argentina and Brazil. The energy matrix of Argentina and Chile require of great volumes of gas. In Argentina 51% of their power matrix works with that fuel, and, in Chile the supplying of electrical energy depends 32% from imports mostly from Bolivia. Brazil imports between 24 to27 million daily cubic meters of natural gas daily from Bolivia, which mainly satisfies the market with the state of Sao Paulo. Bolivia is, in a model of integration of markets in the South, is the only immediate option that these countries have to maintain medium and long term economic growth. 

Indeed, the first conflict from the energy-leverage strategy has been implanted into MERCOSUR with the decision of Bolivia to nationalize the Gas Industry; an action that affects more than 2 billion dollars of Brazilian investments in Bolivia. On May 16th , Brazil's state-run oil company Petroleo Brasileiro SA, or Petrobras, said it was temporarily rejecting the newly named Bolivian directors of its Bolivia unit, Bolivia Refinacion SA. But Bolivian Vice President Alvaro Garcia Linera announced that directors appointed by Bolivia's government will start taking up their positions within two weeks at the five nationalized oil and gas companies, including Petrobras, in comments published by the Bolivian government news service ABI. Bolivia's nationalization of the industry "is not in legal dispute, nor in debate," Garcia Linera said. 

The Chavez-Evo conflict with Lula: An Opportunity for ALCA revised?

Chavez’, being the President of a newly admitted member to MERCOSUR, made imprudent and notorious statements in support of Morales, but perhaps it was a desired 

intervention which led to an impasse with President Lula in a recent presidential meeting among Brazil, Argentina and Venezuela. The tensions continue to grow inside MERCOSUR as Uruguay and Paraguay complain that their economies are unfairly treated in the development of the integration plan by the largest economies of Argentina and Brazil. Both nations have been advancing bilateral actions with the USA and Venezuela in a bid for the most favorable conditions for its internal economy. Therefore, the confrontation between USA and the Cuba-Venezuela alliance is currently present in MERCOSUR, bringing a good opportunity for the freedom cause. The discomfort this situation creates in Brazil is good ground to seed an initiative relaunch agro-trade conversations in the context of ALCA.
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