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PUERTO LA CRUZ: Leaks, rusted pipes, pieces of
broken equipment scattered about and staircases
leading nowhere: Lake Maracaibo’s oil field is a
metaphor for Venezuela’s once-flourishing petroleum
industry that is now on its knees.

More than a century ago, the Maracaibo basin in
northwestern Zulia state was the birthplace of a busi-
ness that transformed the country into one of the
world’s 10 largest oil producers and a Latin American
economic heavyweight. By 2008, the country was
producing 3.2 million barrels of oil a day.

Just 13 years later, it can only muster 500,000 to
one million barrels per day amid a grinding economic
crisis marked by years of recession and hyperinfla-
tion. Venezuela’s gross domestic product per capita
is now similar to that of Haiti.

Despite sitting on the world’s largest proven oil
reserves, the country battles fuel shortages and fre-
quent blackouts, and at one point even had to import
fuel from Iran.

The Maracaibo basin was once a flurry of oil
activity, with a halo of light over the complex visible
at night from a fair distance. Today, it is a humid
swamp that stinks of oil from leaking pipes floating
on the water. Hardly anyone risks going to that area
“for fear of an explosion due to the gases,” one fish-
erman who asked not to be named told AFP.

The oil platforms have long been pillaged of any
valuables, including taps and valves that control the
flow of oil and gas.

‘Families broke up’ 
It is a sea change from the prosperous 1970s when

Venezuela’s oil industry was nationalized, giving
state-run PDVSA a monopoly. That lasted until the
1990s when the industry was opened to private capi-
tal. But after Hugo Chavez came to power in 1999, he
ordered all private oil companies to merge with
PDVSA and made the state institution the majority
shareholder. From then on, the industry was hit by
corruption, poor decision-making, problems with
maintenance and aging equipment, and later financial
sanctions. PDVSA did not immediately respond to
requests from AFP for comment for this story.

Many analysts believe the key moment in the
industry’s decline came in the early 2000s when
Chavez, who died in 2013 while still president,
became embroiled in an protracted battle with
PDVSA executives.

The clash resulted in a crippling strike from
December 2002 to March 2003, during which pro-
duction dropped to a historic low of just 25,000 bar-
rels a day. Blasting the “sabotage” of Venezuela’s oil
production, Chavez sacked most of PDVSA’s man-
agement and thousands of employees, replacing
them with people “loyal to the revolution” who often
lacked the necessary expertise.

Production rebounded after the strike, but by
2009, 70 businesses involved in the supply chain
were also nationalized. This resulted in “a lack of
maintenance, and a lack of motivation among
employees,” whose salaries plummeted, said one for-
mer employee identified here as Carlos (his name has
been changed to protect his anonymity).

He had started working at PDVSA in the early
2000s, when he was just 18. But when the onetime
“cash cow” for Venezuela’s government encountered
hard times, so did its employees. “Many women left
their husbands because they no longer worked for
PDVSA. Families broke up. I didn’t earn enough any-
more,” said Carlos, who blamed his own divorce on a
loss of income. By that time, half of the country’s oil
wells were paralyzed.

Corruption ‘breeding ground’ 
In 2013, the crisis deepened when subcontractors

stopped working due to unpaid bills. Idle employees
began spending their days “fishing to feed them-
selves” as provisions never reached workers on the
platforms, recounted Maria, who worked for the
company at the time and still does (her name has
been changed for this story). The politicization at
PDVSA had reached a high point: even computer
screensavers at the company used pictures of
Chavez, and later, his successor Nicolas Maduro.

“Hiring people based on their politics badly
affected production... we got rid of experienced peo-
ple, and any semblance of meritocracy disappeared,”

said Maria, who asked that AFP not explain the job
she performs for PDVSA.

It also created a “breeding ground for corrup-
tion,” with embezzlement at the highest level, she
added. In 2017, authorities launched a vast operation
targeting corruption within PDVSA, investigating
former managers including the company’s ex-presi-
dent Rafael Ramirez.

“They seize public resources and illegally seek
to legalize the capital,” Attorney General Tarek
William Saab said at the time. Ramirez, now in self-
exile in Italy, said the accusations against him are
politically driven. Several witnesses with direct
knowledge of the situation, including Maria, said
PDVSA vehicles were put to private use, company
funds were used for personal purchases-and even
televisions and computers were stolen. But that was
nothing new.

‘In God’s hands now’ 
“There’s old corruption and new corruption,” said

Carlos Mendoza Pottella, a professor of oil econom-
ics at the Central University of Venezuela in Caracas,
adding that irregular purchases and illicit practices
were already happening in the 1980s. With PDVSA
in solid decline, some employees jumped ship and
found jobs as taxi drivers or in supermarkets, while
engineers and geologists fled abroad in search of
opportunities. Maria stayed, however, and works
twice a week for a meager 60 bolivars (less than $15)
per month and no benefits. Before, she had a good
salary and medical coverage.

“We are in God’s hands now,” she said. “No oil
employee can live off their PDVSA wage,” said
Maria, except for those employed by “mixed
companies”-joint  ventures with Chinese or
Russian firms. —AFP

PUERTO LA CRUZ, Venezuela: View of an oil refining plant of state-owned Petroleos de Venezuela (PDVSA) in
Puerto La Cruz, Anzoategui state, Venezuela. —AFP
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KPMG records
solid growth in
FY21 in MESA
region
KUWAIT: KPMG International announced
annual aggregated revenues for KPMG firms
globally of $32.13 billion for the fiscal year
ending 30 September 2021 (FY21).
Reporting a 10 percent increase in US dollar
revenues from FY20, this follows an exten-
sive period of investment and focus on prior-
ity services and solutions addressing the
challenges faced by businesses across the
globe. Strong growth was achieved across
functions: Advisory growing at 17 percent,
Audit at 4 percent and Tax & Legal Services
at 8 percent. 

The aggregate revenue of KPMG member
firms in the Middle East & South Asia
(MESAi) region grew by 7.8 percent in US
dollar terms for FY21, more than doubling
the growth rate achieved in the previous
year. The positive results demonstrate the
deep and impactful investments that KPMG
firms in the MESA region have been making

in people, technology, solutions and
alliances. 

Commenting on the region’s performance,
Nader Haffar, Chairman of KPMG MESA
said “Throughout the unpredictability of
recent months, our priorities have remained
steadfast: we are working closely with our
global network and strategic alliances, par-
ticularly in the technology space, to deliver
more composite value-led propositions to
our clients and meet their business needs
amidst increasing digital disruption.
Opportunities lie at the crux of every chal-
lenge and we remain laser-focused on lever-
aging them for our clients.”

He added, “With environmental, social
and governance (ESG) moving upwards on
the business agenda, we are making a posi-
tive impact on the communities where we
operate. The foundation for our future
growth is built on our commitment to diver-
sity and inclusion across our firms. As the
MESA region enters a new era of growth
and progress, we continue to drive transfor-
mation across industries, and to deliver qual-
ity across all core functions, be it audit, tax
or advisory.”

Dr Rasheed Al-Qenae, Managing
Partner of KPMG in Kuwait said: “KPMG
in Kuwait, along with the other member
firms in the Middle East and South Asia

(MESA) region, played a key role in driv-
ing the financial success of the KPMG
MESA region in FY21, doubling its growth
rate compared with the previous financial
year. While there is no denying that the
teams worked tirelessly to help KPMG in
Kuwait meet its goals, it is also important
to recognize the crucial investments that
were made with regard to people, technol-
ogy and environmental, social and gover-
nance (ESG) to help keep the firm growing
amid the uncertainty in the business sce-
nario brought upon by the pandemic. It is
important to identify that the markets are
changing dynamically and so are clients’
requirements - and, as disruption-led
changes look to shape the new reality, the
f irm remains driven by i ts  values and
focused on its commitments to continue
making a di f ference and stay on the
growth trajectory.” 

“The year 2021 changed how business
was done. Organizations were increasingly
shifting their focus toward environmental,
social and governance (ESG) matters while
the people’s expectations from larger cor-
porations to address global as well as socie-
tal challenges skyrocketed. It was impera-
tive that businesses reconsidered their
approach and incorporated ESG-related
matters into their corporate strategies. 

Burgan Bank reveals 
winners of  Yawmi 
account draw
KUWAIT: Burgan Bank announced yesterday the names of the
daily draw winners of its Yawmi account draw, each taking home a
cash-prize of KD 5,000.

The lucky winners are: 
• Hamad Abdullah AlateeqI
• Nader Sultan Mahmoud
• Msairah Rahi Alfadhli
• Hamad Mohammed Al-Saad
• Mansour Abbas Almutawaa
In addition to the daily draw, Burgan Bank also offers a quar-

terly draw with more chances to win higher rewards, offering the
chance to one lucky customer to win KD 125,000 every three
months. The Yawmi Account offers daily and quarterly draws,
wherein the quarterly draw requires customers to maintain a mini-
mum amount of KD 500 in their account for two months prior to
the draw date. Additionally, every KD 10 in the account will entitle
customers to one chance of winning.  If the account balance is KD
500 and above, the account holder will be qualified for both the
quarterly and daily draws.  Burgan Bank encourages everyone to
open a Yawmi account and/or increase their deposit to maximize
their chances of becoming a winner. The higher the level of the
deposit, the higher the likelihood to win. 

US industrial 
output slows 
in December
WASHINGTON: A downturn in the
US manufacturing sector in the final
month of 2021, notably the hard-hit
auto sector, caused overall industrial
output to dip in December, the
Federal Reserve said Friday.
Industrial production slipped 0.1 per-
cent, surprising economists expecting
a modest increase, as manufacturing
fell 0.3 percent in the month, accord-
ing to the data.

Amid the ongoing shortage of key
computer chips that has hampered
auto manufacturing, motor vehicles
and parts fell  1.3 percent in
December and was about six percent
lower than a year earlier, the Fed said.

That decline ended a two-month
streak of gains and offered “a sign
that the sector’s travails are far from
over,” said Kathy Bostjancic of
Oxford Economics. Despite the
downbeat end to the year, industrial
output is 3.7 higher than in December
2020, the report said.

Bostjancic said that “solid demand
will keep industrial production grow-
ing strongly in 2022.” 

However, she cautioned that
“industrial supply chains will contin-
ue to face a difficult operating envi-
ronment this year; the latest surge in
(COVID-19) cases already looks to
be exacerbating labor problems.”

Rising oil prices helped push the
mining sector up two percent com-
pared to November, and output was
11 percent higher than the f inal
month of 2020.

However, the Fed noted, “the index
for mining in December was about 6
percent below its pre-pandemic lev-
el.” Utilities dropped 1.5 percent in
December, which “primarily resulted
from a drop in the output of gas utili-
ties, as warmer-than-normal temper-
atures reduced demand for heating.”

Output in the sector is 3.4 percent
below the year-ago level, the report
said.

Retail sales 
As the Omicron variant began

spreading, American consumers
dialed back spending at a range of
retail outlets during the December
holiday shopping season, according
to government data released Friday.

Retail sales fell 1.9 percent in the
final month of the year, the
Commerce Department said, against
analysts’ expectations for them to be
flat for the month. And November’s
slight sales growth was revised even
lower. The sales slump came as the
US economy was grappling with high
inflation that has pushed up prices for
a range of goods, and as infections
caused by the Omicron variant of
COVID-19 began rising, creating a
new challenge for businesses.

“Omicron is doing meaningful eco-
nomic damage,” Mark Zandi of
Moody’s Analytics said on Twitter.
“Based on credit card data, holiday
sales were gangbusters through the

first week of the month. Then
Omicron infections came on, and
sales promptly slumped.” A wide
range of retail  outlets saw sales
decline last month, including furniture
and home furnishings stores, where
they fell 5.5 percent, and nonstore
retailers such as e-commerce busi-
nesses, where sales fell 8.7 percent.

With their inventories reduced by
the shortage of semiconductors,
motor vehicles and parts dealers
reported a 0.4 percent dip, while
sporting goods and hobby stores saw

a 4.3 percent drop. Despite the
downbeat end to the year, sales were
19.3 percent higher in 2021 than the
year before, when the US economy
was still battling COVID-19 without
the aid of vaccines.

Companies that saw growth last
month include building materials and
garden equipment dealers, where
sales rose 0.9 percent, health and
personal care stores, where they
grew 0.5 percent, and miscellaneous
store retailers, where they increased
1.8 percent. — AFP 

MIAMI, US: In this file photo, people walk by the Louis Vuitton store in Miami,
Florida. As the Omicron variant began spreading, US consumers dialed back
spending at a range of retail outlets during the December holiday shopping
season. —AFP

US bill aims to end 
China’s ‘chokehold’ 
on rare earth supplies
WASHINGTON: Two US senators have proposed
a law aiming to end China’s alleged “chokehold” on
rare-earth metal supplies, a statement by the law-
makers said Friday.

The law-proposed by Democrat Mark Kelly and
Republican Tom Cotton-would aim to ensure the
United States can guarantee its supplies of rare-
earth minerals. “The Chinese Communist Party has a
chokehold on global rare-earth element supplies,
which are used in everything from batteries to fight-
er jets,” Cotton said in the statement.

“Ending America’s dependence on the CCP for
extraction and processing of these elements is criti-
cal to winning the strategic competition against
China and protecting our national security,” he said.

Eighty percent of the United States’ rare-earth
imports in 2019 were from China, according to the
United States Geological Survey (USGS). The bill
aims to “protect America from the threat of rare-
earth element supply disruptions, encourage
domestic production of those elements, and reduce
our reliance on China”, the statement said.

The law would require the departments of the
Interior and Defense to create a “strategic reserve”
of rare earth minerals by 2025. That reserve would
be tasked with responding to the needs of the army,
the tech sector and other essential infrastructure
“for one year in the event of a supply disruption”.

It also aims to ensure greater transparency on
the origins of the components, restricts the use of
rare-earth minerals from China in “sophisticated”
defense equipment, and urges the Commerce
Department to investigate Beijing’s “unfair trade
practices” and impose higher customs duties
accordingly. —AFP 


