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Dear Honorable President Chavez,

This proposal is addressed tojou and the Ministry of Urban Development.
Our organization, Loans for Living supportsthe positive strides thatyou and your
party have made in combating poverty and inequality , two drawbacks that have
been pervasive throughout Venseeks®|l ads histor
collaborate with Venezuela on reversing the conditions that plague the barrios on
the outskirts of the cities, particularly barrio San Jose Loans for Livingwishes to
wor k within Venezuela as aragent of change in promoting a more equitable
society that will raise people out of poverty. Our r epresentativeshope to be
your guests inVenezuelg to live and to work within the barrio in order to
provide a support system for the residents.

Loans for Livinglooks forward to working with the Venezuelan
government to eradicate poverty and inequality and become a model of
development for the rest of the world to follow.

Sincerely,
Sarah D. OO6Neill, PhD
Tamara A. Nisic, M.D

Claire E. Sullivan, J.D

Founders and CaoDirectors of Loans for Living
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Loans for Living Mission Statement

Loans for Livingis based on theprinciple that every single human beingshould
have all of their basic needs metregardless of their socioeconomic status.

To achieve thisgoal, Loans for Livingengages withpeople at a grassroots level
in order to determine the specific needs of different communities.

Loans for Livingacts as a vehicle to empower people through microfinance so
that people can achieveself determined goals
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Summary

Loans for Livingchose Venezuela because of the ideological kinship we feel
with the socialist government, led by President Hugo Chavez. Our
organization believes that many of the initiatives that President Chaved
government has implemented have resulted in positive stridestoward
achieving greater equality and raising people out of poverty.

An area in which attempts have been less effective anadvhere we can lend our
expertiseisnaddr essing Venezuel ads helpeggual i ty an
people who live in slums, called barrios. We have chosen thebarrio SanJose

as our pilot region because its population is at risksincemany people have

built their homeson steep slopes.Our multi-step proposal, called Barrio

Revolucién, descrbes our plan to provide microfinance loans for housing,

relocation, and agriculture as well as educationin order to facilitate this

process We will form a partnership with Kiva, an organization which collects

funds for microfinance loans and disbursesiiem through local NGOs. Lians

for Living will be the liaison through which this transaction occurs.

Furthermore, Loans for Livingwi | | t eam up wit Proetal cr owds T
which is already expanding irrigation thro
the area to which people will relocate from barrio San Jose An added benefit

of Barrio Revolucidn is that it will greatly improve the productivity and output

of the agricultural sector. This will lead to a more diverse economy and less

dependence onimported food.

The long term goal of Loans for Livingis to replicate the achievements of the
barrio San Josdghroughout barriosinallof Venezuel ads cities.

The cost of this program is estimated to be$867,200. Some of the costs for
Barrio Revolucion will include Loans for Livingpersonnel expenses, setting up
an office near the barrio and in the chosen area of relocation building
materials, transportation, and start up farming costs.

To implement similar programs in barrios countrywide will take a much
greater monetary commitment from the Venezuelan government, but
hopefully the success of the Barrio Revolucién in San Joseill provide a
positive blueprint for replication.

The overarching objective of Loans for Livingin Venezuelais to provide
opportun ities for people so as to empower communities to rise out of
poverty.
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Introduction

Definition of Development

The main emphasis ofLoans for Living concerns basic human needs as they

relate to levels of poverty, unemployment and inequality. Rather than focusing on
economic indicators such as GDP and per capita incomewe will apply the
ideology of Amartya Sen, a development specialist, in asking the following
guestions. What are the life chances of the people in Venezuela across the
economic spectrum?Do peopl e have an opportunity oto
they choose? Asanother development expert, Dudley Seersn ot es, oO0even i f p
capita income doubles but poverty persists or worsens, it would be strange to call
t his 06dev? [Therfore, our definition of development focuses on
peopl eds | iving aonadd & acoesssto kasiavseessitieslas
they relate to poverty, unemployment and inequality.

Poverty reduction is a main focus of our development strategy. Over
forty percent of Venezuelans live below the two-dollar a day threshold,?® despite
the booming economy. Barrio Revolucidnstrives to harness this economic growth
tohelppeoplemeetbasi ¢ needs such as oOadequate food,
shelter, and minimum educaa t i 6 n. 0

In order to improve access to basic needs, and therefore reduce povertyt
i s imperative that Venezuel ads ciTfhisidens have
crucial, not only to provide people with an income, but also to empower people
by giving them an opportunity to bring about change in their own lives. As
Dudley Seers states:

OAnot her basic necessity, in the sense of
personality cannot develop, is a job. This does not just mean employment;

it can include studying, working on a family farm or keeping a house. But

to play none of these accepted rolesi.e., to be chronically unemployed,

dependent on another personds-groductive
incompatible with self-r e s pext é. 0

For this reasonBarrio Revolucion will address thisdevelopment challengeby
providing Venezuelans with options for self-employment.
Il n addition, equality is a crucial measur
represents the values of the government and society. A society thaperpetuates
inequality is one that promotes the interests of the richest over those of the
poorest and therefore is not developed to its fullest extent. Inequality in
Venezuela is high, as shown by their Gini coefficient, conditions of the rural and
urban poor, as well as theliving conditions of indigenous peoples. Barrio

#This is a measurement of inequality of income distribution in a nation.
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Revoluciénaddresses inequality by decreasing unemployment and inhumane living
conditions among the poor.

In applying the above definition of development, the following
backgroundanal ysi s reveals that Venezuel ads econo
economic indicators. In addition, the social indicators sectionshows thataccess to
food, education and healthcareisad e qu at e . However, the sever
inequality is a greatdrawback to development and therefore the long -term focus
of Barrio Revoluciénlies in the reduction of this inequality. In order to
contextual i ze Venezu e sitaabon, the following segmedte v el o p me n
provides a brief overview of its history.
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Venezuel ads Backgr o u nfauel Hug Chavez
© |

President Hugo Chavez is the Venezuelan socialist +i
leader, who has led the country since he wasdemocratically '
electedin 1999.Hi s party, the PSUV pr
conclusion is clear: in order to end poverty, it is necessary
to give power to the poor and build
socialismo®

Before Chavez was electedpil was already established
ast he cornerstone of Bégnnignu e
the 1930s, he oil industry became the main source of
V e n e z unedma @nd particularly benefited the country
when oil prices sky-rocketed in the 1970s. During this timemany government
officials disregarded the needs of the poor, using oil evenue for personal wealth.”
Desp t e the countr y 0 sthepooodidnotexperigncedthe per i t vy
benefits of the oil profits.

This pattern changed when Chavez came into office. Rather than

supporting neoliberal institutions, which he felt maintained the status quo of
inequality, he revol utioni zed emirenmeno Mor¢ ryds pol itic
specifically, Chavez implemented democratic socialist principlesvhich entailed the
following goals for the country: economic and political sovereignty, and
grassroots political participation. In sum, Hugo Chavez believes that:

olt is impossible, within the framework of the capitalist

system to solve the grave problems of poverty of the

maj ority of t he .[Wenezleh]dnust popul ati on
transcend c ap retlaam soc&alis@ fsa thesis, a

project and a path, but a new type of socialism, a humanist

one, which puts humans and not machines or the state ahead

of everdything. 6

As reflected in our mission statement, the s
the ideology upon which Loansfor Living is built. Ve ne z ue | afsomicecent

upturn and political reorganization has impacted their economy as well as

peopl e dconditionsyboth of which are addressed below in the Economic

and Social Indicators sections.
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Economic Indicators

I n general, Venezuel ads e doomantpusti s
cycles as evidenced by oscillations in their GDP Theseswings reflect the instability
of the oil sector, as Venezuela is very dependentipon oil exports. Specifically,
Figure 1 shows GDP fluctuations since 1998 In 2004 and 2006, world oil prices
increased from $36.65 per barrel to $58.70 per barrel® which corresponded to an

i ncrease in Venezuel ads GDHFAhefrecemtimcr&asedr .

demand for oil, along with increasing world oil prices, have both led to
Venezuel acdnemiageowth id the last decade.

Figure 1: Venezue la Real Per Capita GDP (seasonally -adjusted)
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AsTable 1 shows, there has been a large increase in GDP in the past
decade. Furthermore,Table 1 illustrates that this increase has not beeparalleled
in GDP per capita This is due to the increase in population which rose by five
million people between 1997 and 2006.* Insum,Venezuel ads increase I
shows the wellbeing of the eamnomy and signifiesthat the socialist government in
power has greater revenue with which to increase social spending.

Table 1: GDP Growth

e o7 1998 | 1090 12000 |2001 2002 2003 2004 12005 (20 |

GDP (constant 2000 US$ in billions) 119.8 120.2 113 117 121 110.4 101.8 120.5 132.9 146.6

GDP growth (annual %) 6 0 -6 4 3 -9 -8 18 10 10
GDP per capita (constant 2000 US$ 5218 5132 4734 4819 4891 4377 3966 4610 5001 5427
GDP per capita growth (annual %) 4 -2 -8 2 1 -11 -9 16 8 9

Source: World Development Indicators
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Social Indicators

Poverty

As Venezuelaexperienced economic growth, it also experienced a
reduction in poverty. Since Chavez has come into power,the percentage of the
population in poverty declined significantly from 55.1 percent in 2003 to 27.5
percent in 2007.12 The shadedin area in Figure 2 reflectsthis decrease in
poverty, which coincided with an increase in GDP over the last three years a
trend that was not present before the socialist government came into power. This
declineinpovertyr ef I ect s the i mpact which Chavezds |
poverty -as GDP increased, resources have been allocated towards decreasing
poverty.

Figure 2: GDP vs. Poverty Rate
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CIA World Factbook
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AsTable 2° demonstrates there has been arise in social spendingas a percent of
GDP from 34.7 percent in 1998 to 44.0 percent in 2006. With this allocation of

resources, the Venezuelan goarnment has been able to alleviatepoverty. Despite
this improvement, a poverty rate of 27.5 percent is alarmingly high.

Table 2 : Central Government social Spending (1998 -2006)
1993 1999 2000 2001 2002 2003 2004 2005 2006

Total Public Spending 237 245 296 316 294 31.0 284 285 310
Total Social Spending 81 04 110 121 112 121 11.8 1l.6 13.6

Education 34 41 45 43 48 46 48 41 51

Health 14 15 14 13 1.7 15 1.6 1.6 1.8

Housing 10 08 17 10 08 1.1 0.6 13 16

Social Security 14 20 22 34 238 34 il 30 36

Social Development and Participaton 08 09 08 09 08 11 1209 10

Cultwre and Soctal Communicaton 02 01 02 02 0l 03 03 03 03

Science and Technology o1 01 02 03 01 01 03 03 02
Social Spending (% of Public Spending) 34.7 385 373 384 382 390 414 406 440

Source: Mark Weisbrot and Luis Sandoval.

This level of poverty correlateswi t h Venezuel ads r el

unemployment rate. | n

respectively. However, by 2007 Venezuel ads
percent.r® Although there has been adecrease in unemployment,it is still high and

2004,

at

vely

Venezuetlradedvas 1bpeeantp | oy me n
which was greater than that of nearby countries. For example, the
unemployment rate of Chile, Brazil and Colombia was 8, 9, and 14 percent,
unempl oyment

therefore, a contributing factor toward poverty.

b The method used in this report to estimate poverty classifies a person as "poor" when the per capita income
of the household in which he or she lives is below the "poverty line", or the minimum income the members of

a household musthave in order to meet t heir basic needs. Poverty lines are based on the calculation of the
cost of a particular basket of goodsand services, employing the "cost of basic needs" method.
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Basic Necessities

Healthcare

The spike in social spending is reflected in several social programghich
have improved p e o p &cee8sdo basic necessities such as healthcare, education
and food. Before Chavez came into office, the Venezuelan healthcare system did
not serve large numbers of society. As one report describes,

oDuring the 1990s, the response capacity of the healtltare network was
critically insufficient. There were long waiting lists for surgery and
specialized outpatient care, and often there were not enough essential
supplies to provide the care needed. The network did not have plans for
preparing for or mitigati ng emergencies and disasters. This situation,
created by public under funding, led to the decision to privatize the health
services and relieve the State of full responsibility for guaranteeing the right
to health. o

In 2003, four years after Chavez came to power, his government placed an

emphasis on overhauling the existing healthcare system. As shown ihable 2,

social spending as a percent of public spendingose from 1.4 percent in 1998 to

1.8 percent in 2006. These increased funds haabeen channeled towards the

healthcare program called Barrio Adentro, which includes the following three

measures: increasing the number of physicians, improving access to clinics for poor
neighborhoods, and renovating as well as building new hospitals!® These

measures now cover 070 percent of the popul a
me di c a ' Thisillugratet he gover nment 0 bealfhcaieor i t i zati o
c o v e r farghese gectors that have traditionally been excluded: children,

adolescents, women, indigenous groups, the rural population, and those living in

extreme poOverdimg, theredhas been an increase in life expectancy to 73

years of age!® Also asFigure 3 shows, there has been a decrease in infant

mortality from about 24 infants per 1000 births to about 16. Overall, the health

of Venezuelan citizens is improving because obetter access to healthcare resulting

from increased social spending.
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Figure 3: Infant mortality per 1,000 live births

30

25

20\—\

1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005
239 | 214 | 213 | 192 | 177 | 177 | 182 | 185 | 175 | 155

Source: Human Development Report!®

Education

In addition to healthcare, t here has also been arincrease in social spending
toward education. AsTable 2 shows, social spending on education as a percent
of public spending has increased from 3.4 percent in 1998 to 5.1 percent in 2006.

Consequently,Venezuel ads adul t flom 89® pesicenyin1985t e i ncr e
to 93 percent in 2005. 2° As shown in Append ix |, thesepercentagescompare
favorably with Western and Latin American countries. Ther ef or e, Venezuel &

educational achievements have been proficient.

Food

The Chavez government has also devoted funds towards the basic
necessity, food. One program, known as Mercal M arkets, subsidizes food sold in
government run grocery stores. In 2005, this program provided 5 8 percent of
Venezuelans with food at significantly reduced prices?* Judging from this statisti
the Mercal Markets is awell-functioning program that has helped alleviate hunger
by providing people with access to a basic human need?
To provide food for its citizen s, Venezuelaimport s80 percent from other
countries?® AsTable3 i ndi cates, Venezuel ads food i mpor
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other countries in region. This practiceisnecessar y

agricultural production.

Table 3: Food Imports

Food imports (% of merchandise imports)

Brazil 11
Chile 15
Colombia 8
Venezuela, RB 10

Source: World Development Indicators
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V e n e z dadd produstion has been decreasing,as evidencedby a

decreasing agricultural indeg, shown in Figure 4 . This trend is inversely related

to overall world food production , which has been increasing.Importing

sustenance has not been advantageous to the country and its citizen&luctuations
in world fo od prices adversely affect poorer Venezuelans, as they are unable to
afford food when it becomes more expensive. In fact, there has already been a
lack of food supply d ue to increasing world food prices. The Finance Ministry has

stated t hatperoentefsmk dentaadrandlebs than 40 percent of
demand for nine ot he4ltfodowstheh, tha Venszudlae i n g
should exhaust all options so as to avoid foreign dependence on food, and

therefore alleviate food shortages.

¢ To obtain the index, the aggregate for a given year is divided by the average aggregate fothe

base period. The commodities covered in the computation of indices of agricultural production are

all crops and livestock products originating in each country. Practically all products are covered,

with the main exception of fodder crops.
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Figure 4 : Agricultural Production Index
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Instead of importing most of its food, Venezuela would be better off by
expanding its agricultural production. Ve ne z u e | adiscurferatly ml a
underutilized, as kss than 3 percent of arable agricultural land is used to its
maximum potential. Additionally, production of such basic food crops like rice
and maize has been declining® Agricultural conditions are favorable because the
weather and climate arerelatively uniform throughout the country . Despite
changes in elevation which produce differences in temperature, precipitation, and
vegetation, agricultural conditions are favorable for greater production.
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Inequality

Despite the improvements in poverty and unemployment, a large disparity

concerns

existsbetween the wealthy and the poor in Venezuela. The reason for

Venezuel

aods

i nequality |

es in the i

share over the last three decads?® This has led to a loss in bargaining power
among the labor class, evidenced in the decline of unionization from 33 percent

of wor ker s

in 1975 to 17

percent in

declined despite the increase in return to private @pital. AsFigure 5 shows,

wor ker 0s

wages

have been

decr easiThig

ncreasin

1997. A

as capit

income gap is manifested and perpetuated throughout several poles in Venezuelan
society. In particular, the gap is most evidentbetween rural and urban
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Figure 5: Wages and Returns to Capital, 1970 -95
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On the surface, the existence of an income gap is evidenced in the Gini
coefficient, which is a measurement of inequality of income distribution in a
nation. The closer the coefficient is to 1.0, the less equitable the society is.
Venezuel ads Gini coefficient has oscill ated
In 2003, the figure was 0.48, a four -point increase from 2000.%?” Regionally, a
Gini coefficient of 0.48 might seem adequate since Brazil, Peru, Ecuador, and
Col ombi a all have GDPs per capita comparabl e
coefficients of 0.57, 0.52, 0.53, and 0.58, respectively.?® But when compared to
Western European states whib are known for their welfare programs, Venezuela
has an alarmingly high rate of inequality. Specifically, Belgium, Denmark, Finland,
France and Germany have Gini coefficients around 0.2° Venezuel ads 1|1 ncome
gap is illustrated in Figure 6 which shows that in 2000 the richest 20 percent of
the population owned more than 50 percent of total income. Furthermore, the
poorest quintile of the population owned | es
income. Since dsparity in income has been relatively stgnant over the last three
decades, this trend is evidence thaV e n e z unethcalsisaddress this problem
have been ineffective.

Figure 6 : Distribution of Income in 2002
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Rural Population

The Gini coefficient and income statistics however, do not reveal the depth
of inequality and the various aspects of life which it affects The most prominent
areas of inequality in Venezuelan society exist irthe urban and the rural
populations. Although Venezuela is a highly urbaized country, 12 percent of its
population is rural and largely marginalized. 3 Of this 12 percent of rural
population, 70 percent are poor. 3t These people primarily live in the Centro
Occidental, Nororiental and Andes regions®? which are located in the Central-
Western, North-Eastern and Andean regions, shown irFigure 7 .

The existence of an urban/rural bias is a major inhibitor to a more
equitable society. Michael Lipton, an expert on rural affairs, explains the
significance ofthe negative effects of promoting the urban sector over the rural
sector. He states,

oConcentration on urban devel opment and
pushed resources away from activities where they can help growth and
benefit the poor, and towards activities where they do either of these, if at
all, at the expPense of the other. o
The reasons for this inequality are multif ac et e d . I ndeed, Liptond

applies directly to Venezuela as resources have been channeled away from
agricultural production and toward manufacturing industries, particularly oil. In
this scenario, Venezuela has experienced an economic restructuring known as
0Dut ch Di s e as e dthe expansiocohondindsseyassich as oil,
which adversely affectsthe development of another, such as agriculture. In this
context, the needs of small Venezuelanfarmers have been largely obscured by
investments made in the oil industry.

Figure 7 : Administrative Regions of Venezuela 3

. Zulian Region

B Guayana Region
Central Region
Central-Western Region
Insular Region

. Andean Region
North -Eastern Rgion
Llanos Region
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The lack of assistance in agricultural development has resulted imsufficient
agricultural production, which has increased rural poverty. Many farming
necessities have been undersupplied, including irrigation. Since large landowners
hold the majority of irrigated land, the majority of small farmers are forced to
produce on semtarid lands.®®> Therefore, they are more susceptible to climate
variations.® Furthermore, smallholders lack access to technical assistari¢ayhich
is necessary to perform efficiently in comparison to larger farms. In addition to
inadequate irrigation and technology, small farmers have difficulty accessing
markets to sell their goods3® The lack of access to appropriate agriculturakools
has severely impaired the chances of small farmers to grow food for sustenance or
for profit, thereby creating widespread rural poverty.

Social services are also insufficient in rural areas when compared to urban
areas. Since rural people are unable to generate income through farming, many
seek employment in the formal sector. However, the lack of assistance in job
training and lack of support for access to the formal economy? results in the
inability of rural people to compete for higher paying jobs.

Table 4: Percent of Population with Access to
Water Supply ¢ and Sanitation ©

1 Waer [ Samimion

Ut oecnods R housenoins U oo RUe pioucarioas
Connected Connected Connected Connected

- 79 - - - 67 - -

85 82 70 61 71 64 48 14

85 84 70 61 71 61 48 14

85 84 70 61 71 61 48 14

Source:WHO and UNICEF Joint Monitoring Program 4°

4 Access ¢ safe drinking-water is the percentage of the population using "improved" water sources.
Water sources are considered improved if the following are present: household connection, public
standpipe, borehole, protected dug well, protected spring or rainwat er collection.

¢ Access to adequate sanitation facilities is the percentage of the population using "improved"
sanitation. Sanitation is considered improved if the following are present: connection to a public
sewer, connection to a septic systempour-flush latrine, simple pit latrine or ventilated improved

pit latrine.
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Woman Pumping Water in
Rural Community

Rural poverty creates inhumane conditions in which families are forced to
live. Many village homes in rural areas are composed of adobe exteriors with
earthen floors inside, two-thirds of which have no access to electricity or water*
AsTable 4 indicates, in comparison to urban homes, rural accest water has
steadily been15 percent less with no sign of improvements. Table 4
demonstratesthat adequate sanitation, partially characterized in terms of access to
private excreta disposal systems, which are separate from human contact, has been
disproportionately lacking in rural areas. In sum, the gap between urban and
rural living conditions indicates that a part of the Venezuelan population has been
neglected
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