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increasing Venezuela’s fiscal income per
barrel of exported oil from $1.65 to $9.68
between 1972 and 1975. This led to massive increases in government spending.15
When Carlos Andrés Pérez of the Acción
Democratica party won Presidency in
1973, he began to implement his plans for
La Gran Venezuela, which consisted of
income increases and job creation along
with a push to diversify exports through
the expansion and nationalization of other
industries. However, most of the jobs created were for the national government,
which doubled in the first five years of his
rule, calling for an increase in petrodollars to fund their wages. Pérez also called
for the nationalism of the oil industry and
succeeded in 1976 when the newly created state-owned oil company known as
Petróleos de Venezuela S.A. (PDVSA) took
over concessions of foreign companies.16
At this time in history, Venezuela and the
other OPEC and non-OPEC countries
were profiting greatly from the high prices
of the first oil shock. Carlos Pérez seized
this moment to complete his vision of a
modern and industrialized Venezuela
fueled by the large amounts of incoming
oil rents. There was also a rise in wages
and new employment opportunities in
oil-exporting countries, which increased
consumption at a rate of 7% between
1970 and 1979. Despite the expulsion of
most foreign workers from Venezuela’s
oil industry however, only about 37,000
jobs were provided to the domestic labor
force.17 By the late 1970s, on the eve of the
coming oil glut, the surpluses turned into
deficits. Spending has grown out of control, and during the 1980s oil glut, a result
of declining consumption due to the high
prices of the oil shocks and over-quota
production from OPEC countries, prices
dropped to $13.00 per barrel in 1986 and
Venezuela’s oil revenues fell with them,
putting Venezuela into massive debt, with
“the ratio of debt to GNP reach[ing]… [a]
high of 65.3 percent” in 1987.18
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In 1974, the Venezuelan Investment
Fund was created to accumulate oil
revenue and foreign exchange reserves.
However, the government also saw the
fund as a bank for their large public sector
projects. Although the Fund did accrue a
modest amount of income, rather than being used fully to improve the economy and
lives of Venezuela’s citizens, the Fund was
“an executor of the government’s plans and
wishes,” meaning that oil was still being
used for wasteful projects and corruption.19
Between 1970 and 1994, foreign debt

increased to 53% of GNP from 9% as a
result of poor fiscal policies in Perez’s government.20 The increased revenues of the
oil booms of the 1970s were used to fund
social spending and massive infrastructure projects that had been budgeted poorly and ended up being enormous wastes of
petrodollars. Wanting to increase spending come election season but faced with a
lack of funds due to debt, the Pérez government relied upon floating debt, which
did not have to be recorded in any official
manner. This allowed for an augmentation
in government spending, for which float37

