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Introduction

wo months after the internationally recog-
nized interim government marked its first
year, Venezuela’s humanitarian crisis, the
worst ever in the Western Hemisphere’s
modern history, entered a new phase. The coronavirus
pandemic, which has rattled even the most developed
nations, is further straining a crippled health system
already unable to provide even the most basic medi-
cines, stalling an economy in never-ending hyperinfla-
tionary collapse, and fueling social unrest as food and
gasoline become increasingly scarce.' Nicolads Maduro
has taken advantage of this crisis to further restrict
political liberties and stifle any political dissent.

The pandemic has also disrupted migrant and
refugee flows. Still, worsening conditions inside the
country will inevitably force even more Venezuelans
to seek better lives elsewhere, at the same time that
regional neighbors struggle with their own public
resources already pushed to the brink. The reverbera-
tions of a growing migration crisis—the world’s largest
outside of war—will place increasing strains on fragile
institutions across the region already reeling from the
shocks of coronavirus.

The need for a political resolution to the Venezuela
crisis is more urgent than ever. In June 2020, fol-
lowing a humanitarian agreement with the interim
government, the regime-controlled Supreme Court
appointed new officials to the national electoral body
for this year’s legislative elections in a move to shore
up regime control of the vote. Opposition figures are
under increasing attack, while the regime is focused
on creating divisions to erode the unity of democratic
forces.

The Maduro regime remains entrenched. Its cronies
control Venezuela’s electoral council, and two ille-
gally formed judicial and legislative bodies rule at
its direction. Importantly for this paper, the regime
also controls an international web of criminal activ-
ities providing financial lifelines of support. That is
why democratic forces in Venezuela, in coordination
with regional and international allies, must engage
new courses of action to disrupt and deter the illicit
funding sources and the nefarious external and
non-state partners that help sustain Maduro and his
backers. Reining in the influence of malign regional
and global actors, especially their roles in regime-sup-
ported narcotrafficking, illegal gold mining, and mon-
ey-laundering operations will be critical to advancing
democratic stability in Venezuela.

This policy brief provides critical insight into some
of the Maduro regime’s illicit activities impeding a
recovery of democratic institutions in Venezuela. It
examines the origins of the regime’s criminal enter-
prises, how the regime leverages economic and
political ties with regional and international states to
advance its illicit networks, and the criminal partner-
ships with Revolutionary Armed Forces of Colombia
(FARC) dissidents and National Liberation Army
(ELN) in drug and gold mining operations. It also
focuses on the role of Europe—a unique and powerful
partner of democratic forces in Venezuela, but also a
place where illicit funds originating from the regime
flow through its banks and financial system. With that,
how should international allies of the interim govern-
ment respond?
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The Joint Criminal Enterprise
that Maduro Inherited

ith his 1998 election as president of

Venezuela, Hugo Chavez initiated

a regional movement known as

the Bolivarian Revolution, using his
nation’s oil wealth to inaugurate his “Socialism for
the 21st Century” political project. The project was
aimed at creating an ideologically linked alliance of
state and non-state actors to remake Latin America’s
political landscape and diminish US influence in favor
of extra-regional actors such as Russia, Iran, and
China. As Chavez systematically consolidated power,
he transformed Petréleos de Venezuela (PDVSA)—the
Venezuelan national oil company—into a multi-bil-
lion-dollar enterprise that provided oil and financial
resources to his allies. Over the years, this social and
political network would morph into the Bolivarian
Joint Criminal Enterprise (BJCE)—an alliance of state
and non-state actors that operates in concert with
sympathetic political leaders, economic elites, and
criminal organizations.? It was led first by Chavez, and
now by the Nicolds Maduro regime.

While Chavez led the project, he was aided by an
array of allies. Regionally, Chavez, with Cuban advis-
ers, used PDVSA funds to back the successful elec-
toral campaigns of like-minded leaders in Nicaragua,
Bolivia, Ecuador, Suriname, and El Salvador beginning
in the mid-2000s, forming the Bolivarian Alliance for
the Peoples of Our America (ALBA).* The BJCE also
extended extra-regionally, with Venezuela and its
allies primarily engaging actors in Iran, Russia, China,
and, to a lesser extent, Syria and North Korea.

For over a decade, Chavez maintained close dip-
lomatic and economic relations with Iran. Venezuela
saw an opportunity to advance its anti-US agenda
and Iran sought to expand its influence in Latin
America via Caracas. For example, with support from
the Chavez administration, Iran established eleven
new embassies in the region from 2005-2009 and
provided funding for a Bolivarian military training
academy in Bolivia.* While Iran-Venezuela relations
dwindled after Chavez’s death in 2013, Maduro
has recently sought closer ties to Tehran—which is
also facing strong sanctions from the international
community. Earlier this year, Iran—defying US sanc-
tions—shipped gasoline to fuel-starved Venezuela in
exchange for gold.®

Russia has been Venezuela’s most important

military, economic, and political ally under both
Chavez and Maduro. During the last decade and a
half, Venezuela purchased $11 billion in weapons from
Russia (only India purchased more from Moscow),
including tanks, advanced fighter jets and anti-ballis-
tic missile systems.® Russia has provided a lifeline to
Maduro by purchasing Venezuelan oil and offering key
diplomatic support at the United Nations. Regionally,
Moscow is increasingly a regional spoiler seeking to
undermine US legitimacy in Latin America. Meanwhile,
China has become the primary financial enabler of
Venezuela, providing tens of billions of dollars in loans
and direct foreign investment, often in extractive
industries like oil and mining.”’As of 2018, Beijing’s
investments in Venezuela totaled $67 billion, com-
prising more than 40 percent of China’s investment
in the region.®

With high oil prices and an abundance of crude
reserves, Chavez used PDVSA as an avenue to not
only build his alliance, but also to consolidate power
and launder money through his alliance with other
states in the BJCE.®° Using PDVSA as the primary
laundering vehicle, Chavez (and later Maduro) moved
money through PDVSA coffers using programs like
“oil exchanges,” fictitious massive infrastructure
projects, front companies, and sophisticated offshore
financial structures to not only siphon off money from
the oil company, but also to launder billions of dollars
in illicit proceeds from the sales of cocaine, gold, and
other commodities.

While the extent of the criminal endeavors led
first by Chavez and now by Maduro are not entirely
known, reasonable estimates of parts of the expansive
enterprise have come into focus. A 2019 investigation
by Connectas, a Latin American consortium of inves-
tigative journalists, estimated that Venezuelan offi-
cials siphoned off $28 billion fromm PDVSA under the
Petrocaribe program that Chavez began in 2005.° IBI
Consultants traced at least $10 billion in Venezuelan
funds that moved through PDVSA'’s criminal network,
operated by Central American allies in Nicaragua
(Albanisa) and El Salvador (Alba Petrdleos), from
2007 to 2018." Based on ongoing review of legal cases
and investigations, the total amount of illicit revenues
that moved through PDVSA structures is likely to be
closer to $40 billion through 2018.%2

Some of the illicit funds moving through the PDVSA
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VENEZUELA AS A GLOBAL HUB OF CRIME AND TERRORIST CONVERGENCE
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structure were generated from cocaine sales by the
Revolutionary Armed Forces of Colombia (FARC),
with whom Chavez built a close alliance beginning in
the 1990s, at a time when the group was the largest
producer of cocaine in the world and a designated
terrorist organization by the United States and
European Union. While the FARC and the government
of Colombia signed a peace agreement in December
2016, dozens of senior FARC commanders and several
thousand combatants have rejected the agreement
and declared themselves “dissidents.” These dissi-
dents, along with Colombia’s National Liberation
Army (ELN), now operate primarily out of Venezuelan
territory under the protection of the Maduro regime.”

Under Maduro, the criminal element of the regime,
in coordination with the FARC and the BJCE, has
grown as oil prices have fallen and Venezuela’s
production has plummeted, hitting a 76-year low in
May 2020." This internationally diversified portfolio
includes illicit gold mining, drug trafficking, money
laundering, weapons trafficking, and massive corrup-
tion. While these relationships have been reported
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in recent years, two key events in 2020 established
a public record of the Maduro regime’s criminal
alliances. The first was the indictment by the US
Department of Justice (DOJ) of senior Venezuelan
government officials, including Maduro, unsealed in
March 2020, which described the criminal partnership
between the Maduro regime and the FARC to move
tons of cocaine under state protection to international
markets. The second was the June Interpol capture
of Colombian-Venezuelan businessman Alex Saab,
the Maduro regime’s front man, which publicly high-
lighted the flurry of illicit schemes paid for by public
funds, and the international actors who allegedly
aided and abetted such operations.”

Taken together, the investigative reporting, indict-
ments, and US Treasury Department of asset forfei-
ture and designation actions clearly document how
the Maduro regime’s adaptable, multifaceted illicit
network provides much-needed financial and political
support, enabling Maduro, and his cronies and allies,
to steal billions of dollars for personal gain and regime
survival, at the expense of the Venezuelan people.




THE MADURO REGIME’S ILLICIT ACTIVITIES: A THREAT TO DEMOCRACY IN VENEZUELA AND SECURITY IN LATIN AMERICA

A Venezuela-Colombia
Guerrilla Partnership:
Drug Trafficking,

Illicit Mining, and More

s outlined in the March DOJ indictment
of Maduro et al., as well as dozens of
preceding indictments, Maduro regime
officials operating under the criminal
military-based structure known as the Cartel de
los Soles (referring to insignias of high-ranking
military officials in the Venezuelan armed forces)
have a robust symbiotic relationship with dissident
members of the FARC, including its top commanders,
Ivdn Marquez and Jesus Santrich.” The cartel allows
FARC-produced cocaine to move through Venezuela
in exchange for cash and services used to win cartel
loyalty. In return, the regime offers the FARC a safe
haven in Venezuelan territory, weapons, and secure
cocaine-transportation routes.”

The 2008 killing of senior FARC commander Raul
Reyes in Ecuador, and the subsequent recovery of
six hundred gigabytes of internal FARC documents,
showed the deep web of connections among the
FARC, Chavez, and Chavez’s regional allies at the
time, including leaders in El Salvador, Nicaragua,
Ecuador, and Bolivia.”® This included evidence of the
direct involvement of Chavez and senior Venezuelan
intelligence and military officials in the cocaine
trade, and the use of FARC money to fund electoral
campaigns in the region. For example, multiple inves-
tigations have shown how the Banco Corporativo
in Nicaragua and the joint Venezuelan-Russian
Evrofinance Mosnarbank—both shut down following
US sanctions—as well as a host of small banks across
Central America and the Caribbean, have been vital to
moving illicit funds, including funds generated from
illicit mining operations.”

The Maduro regime has also offered safe haven for
the ELN, which controls much of the illicit gold mining
in Venezuela and Colombia—the fastest-growing
criminal economy in the region.?® The ELN, as well
as the FARC, serves the dual purpose of providing
funds to the Maduro regime while also helping
the regime retain territorial control in remote, but

strategically vital, areas bordering Colombia and
Guyana.?’ The armed groups and the regime have
a complex scheme in which the former operate the
mines and the latter sells the minerals through state-
owned companies. The ELN also plays a political
and military role, with presence in at least thirteen of
twenty-four Venezuelan states. As political tensions
have increased, this group has pledged to defend the
Maduro regime from foreign intervention.?

The human and environmental impact in and
around these mines—which produce not only gold,
but also coltan, bauxite, and thorium—must be a
matter of international attention. As reported in
the most recent report by the Office of the United
Nations High Commissioner for Human Rights
(OHCHR), illicit mining is commonly tied to other
criminal activities, such as murders, human traffick-
ing, child labor, sexual exploitation, and massive
ecological destruction.?® In 2018, the municipalities
of El Callao and Guasipati—two key mining areas—
witnessed rates of 620 and 458 homicides per one
hundred thousand inhabitants, respectively.?* In the
Orinoco Mining Arc region, in mines run by FARC
and ELN—and aided by Maduro-directed colectivos,
criminal bands, and members of the armed forces—
workers are subject to torture, forced prostitution,
and even massacres, according to anecdotes from
Venezuelans who escaped to Colombia.?®> The eco-
logical impact is also alarming. While the precise
scale of the environmental damage is unknown,
the illicit mining partnership between Maduro and
criminal groups operates unchecked in the Orinoco
Mining Arc, home to Venezuela’s largest national
parks, natural reserves, and indigenous ancestral
lands. The use of mercury—which is taking a bio-
logical toll on miners and surrounding villagers—is
contaminating waterways around the mines to such
an extent that it will require decades to reverse.?®
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FROM MINE TO MARKET: MADURO’S GLOBAL ILLICIT GOLD NETWORK
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The Maduro regime is not only involved in the
illegal extraction of gold and other minerals, but also
participates in their sale to international markets via
malign global actors and regional allies. In a desper-
ate move to mitigate the gasoline shortage causing
massive unrest across Venezuela, the Maduro regime
paid Iran $500 million in gold bars for 1.5 million
barrels of fuel delivered from April to June 2020.%
Tehran-based carrier Mahan Air, sanctioned by the
US Treasury Department for direct support of Iran’s
Revolutionary Guard Corps-Quds Force, flew at least
sixteen times between Tehran and Caracas as part of
this agreement to bring technical teams to help repair
PDVSA facilities and fly the gold to Iran.?® Given tight-
ening international sanctions, Iran has now become
Maduro’s partner of choice in the sale of illicit gold.?®

In addition to Iran’s increasing role in the Maduro
regime’s illicit activities, the Maduro regime sold 73.2
tons of Venezuelan gold to companies in the United
Arab Emirates and Turkey in 2018. One of those
companies—a Belgian-owned gold consortium with

CREATED AND DESIGNED BY THE ATLANTIC COUNCIL

presence in Dubai and refineries in Uganda—bought
30 percent of the total gold sold by the Venezuelan
Central Bank (BCV).2° But, despite the regime’s sales
in 2018, gold reserves in the BCV grew by eleven tons.
Given the regime’s known criminal partnership with
the ELN and FARC, the gold is likely to have been
mined illegally, sold to the regime at a significant
discount, moved to Guyana, Suriname, or Nicaragua,
and exported as originating in those countries rather
than Venezuela in order to avoid detection.®

The Caribbean is also a transport hub for illegally
mined Venezuelan gold. To avoid scrutiny, private
operators declare the gold destined to the United
States, Europe, and the United Arab Emirates as
“goods in transit,” according to a recent investigation
conducted by Dutch authorities in Aruba.*? Another
key player in the illicit gold trade is the small country
of Suriname, which has become a hub for exporting
illicitly mined gold through an elaborate scheme
that directly implicated former senior government
officials.3*
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Often-Forgotten Node:
Money Laundering

and Corruption

n addition to regional allies and sympathetic
extra-regional malign actors, the Maduro regime
has also made extensive use of European banking
structures to move and hide billions of dollars
in assets. Europe has been slower than the United
States to make serious efforts to track and seize the
billions of dollars in regime-connected proceeds
that have been stashed in its financial systems, or
to close the loopholes that allow the money to flow
through European banks. US officials have repeated-
ly asked the European Union—particularly Spain, a
favorite destination for Maduro regime insiders (see
below)—to enforce its own rules banning Maduro
officials’ visits, and to designate regime officials as
criminal actors.®* Whether a result of lack of political
will or overdue legal and financial reforms (or both)
in EU member states and other non-EU countries in
Western Europe to disrupt this flow of illicit funding,
Europe can do more to step up its role in dismantling
a key node for the Maduro regime’s international web
of criminal activities. This is why Interim President
Juan Guaidd formally asked the European Union in
January 2020 to have a more robust and more agile
response to the Maduro regime’s illicit activities, spe-
cifically in preventing the Venezuelan “blood gold”
trade.®
The Maduro regime’s use of Europe to move its
fortunes is a seldom-analyzed aspect of its criminal
toolkit. Companies and banks across Europe, par-
ticularly in Switzerland and Andorra, and European
subsidiaries of Russian banks, have been identified
in criminal cases and investigative reports as moving
regime-linked funds. In Switzerland, for instance,
Geneva-based Compagnie Bancaire Helvetique SA
(CBH) is alleged to be the bank of choice for many
high-level Venezuelan officials.*® An ongoing criminal
case in Florida implicates several Venezuelan elites
in a multi-billion-dollar money-laundering case
involving CBH and several of its past and current
officers. In March 2020, a Swiss court required the
bank to release documents and accounts related to

the case.’” Based on the released evidence, US federal
prosecutors are conducting an investigation into Luis
and Ignacio Oberto, two Venezuelan bankers who
allegedly developed a sham loans scheme through
shell companies, in which PDVSA borrowed money
and sent inflated payments to the Swiss accounts of
the two bankers. The alleged money-laundering case
would account for more than $4.5 billion, one of the
largest of three cases involving Venezuelans in South
Florida.3®

In another case, the now-defunct bank Banca
Privada d’Andorra in the principality of Andorra
served as a money-laundering hub for Venezuelan
nationals tied to the Chavez regime. In 2018, two
former Venezuelan officials, including a relative of
the former head of PDVSA, Rafael Ramirez, were
charged with corruption, along with twenty-six other
individuals, after $2.3 billion in PDVSA bribery money
was found to have moved through the bank and its
subsidiaries in Panama and Uruguay.*®

More recently, Spain has been in the spotlight
after a Spanish judge summoned Raul Gorrin, the
sanctioned Venezuelan businessman and head of
television outlet Globovisidn, in an ongoing probe
of alleged corruption and money laundering.*® He is
accused of developing a scheme that allowed him
and his collaborators to illegally take money from
PDVSA to Spain. The US Treasury Department sanc-
tioned Gorrin in 2019 for leading a currency-exchange
network that produced billions of dollars for Maduro
and his cronies.

There are also signs of political tolerance of the
Maduro regime in Spain. In January 2020, Spanish
Transportation Minister José Luis Abolos met
Maduro’s vice president, Delcy Rodriguez, in her air-
craft on the tarmac at the Madrid airport for several
hours, despite the EU prohibition on such meetings
and such flight landings.*! The next month, Spanish
Prime Minister Pedro Sanchez referred to Juan
Guaidd as Venezuela’s opposition leader, rather than
the interim president, although the European Union
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officially recognizes the Guaidd administration.*?
And, there has been a significant rise in Venezuelans
purchasing Spanish real estate, often in cash, in
cities across Spain, from Madrid to Salamanca.*® For
example, Hugo “El Pollo” Carvajal, the longtime head
of Venezuela’s military intelligence under Chavez and
Maduro, fled to Spain to live in his luxury estates when
he feared his life was in danger.** With the economic
fallout of the coronavirus pandemic, more opportu-
nities could arise for regime-connected individuals
to engage in money-laundering operations in Europe
and beyond where there are near-insolvent compa-
nies in need of capital.

The illicit activities linking actors in Switzerland,
Andorra, and Spain to the Maduro regime are not the
same as the criminal partnerships with malign states
such as Russia and Iran. But, they are a telling sign
of how the regime’s illicit tentacles can reach actors
in Western Europe’s democratic system. Given that
enforcement of EU rules is largely in the hands of
member states’ governments and their agencies,
these countries—as well as non-EU countries that
participate in the single market system—must all play
a more assertive role in dismantling the illicit activities
supporting the Maduro regime.

Policy Recommendations

o the extent that the Maduro regime

continues to profit from illicit activities in

collaboration with regional and interna-

tional partners, democratic forces inside
and outside Venezuela will continue facing a well-en-
trenched foe with strong incentives to maintain its
grip on power. Its drug and gold partnerships with
Colombian terrorist groups, and its money laundering
and corruption schemes across the Atlantic, are only
a few of the nodes in a much broader global criminal
network. The regime’s strong political, economic, and
military relations with geopolitical players such as
Iran, Russia, and China are key sources of support for
Maduro and his cronies.

The Maduro regime, with its extensive international
array of state and non-state allies, has proven to be
resilient and adaptable in the face of strong US and
international sanctions, managing to find the seams
in the global financial system, shift operations to new
geographical locations, or bring new partners to its
fold. The interim government and its allies in the inter-
national community are essentially facing an oppo-
nent engaging in asymmetrical tactics. How, then, can
they tap new policy toolkits at their disposal? What
specific actions can international allies coordinate
for a more comprehensive and assertive approach to
tackling the regime’s illicit activities?

The key to combatting this criminal network is
integrating the authorities and capabilities across
the US government, in collaboration with trusted

regional partners (and, importantly, Europe) to tackle
the Maduro regime’s regional and global reach.
Underpinning this approach is the objective of helping
to recover democratic institutions in Venezuela. This
approach includes the following actions.

® Creating a cross-agency task force in the US
government that strategically incorporates specific
resources and expertise of the intelligence community
and relevant US agencies—including the Department
of Treasury, Department of State, Department of
Justice, Department of Homeland Security, and
Department of Defense—to tackle the diverse
fronts of the Maduro-led criminal enterprise with a
coherent, multifaceted strategy of asset forfeiture,
financial-account seizures, front-company closures,
indictments and prosecutions, visa revocations, infor-
mation sharing with allies, and other actions. Each
department has unique authorities that, when utilized
in concert, can have tremendous impact that shorten
the time the criminals have to adapt. This has worked
best in the past when coordinated through the
National Security Council (NSC), with the power to
convene principals and deputies, when necessary, to
elevate the issue for sustained policy focus. This must
include looking at all facets and actors of the BJCE,
rather than just Venezuela, to find ways to reduce the
resiliency and adaptability of the structures that allow
for the flow of multiple illicit products.
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® Engaging in more continuous and robust diplomacy
on the criminalized nature of the Maduro regime, the
strategic, economic, and social consequences to the
regime, and persistent, coordinated responses. This
needs to go hand in hand with improving financial
information-sharing and coordinating sanctions with
trusted partners such in the European Union and Latin
America, including the Caribbean. This would signifi-
cantly reduce the spaces in the financial sectors in
which the regime could operate. The Lima Group has
agreed—at least on paper—to implement asset-trac-
ing tactics and forfeiture measures, although no
actions have yet been taken. This should be addressed
so implementation begins in the shortest time pos-
sible. The Organization of American States (OAS)
and its Department Against Transnational Organized
Crime could be useful avenues for pursuing sanctions
on illicit gold and other extractive industries.

Conclusion

he confluence of nefarious state and non-

state actors, and an interconnected global

network of criminal activities, provides the

Maduro regime with the financial, diplomatic,
and military resources it needs to survive. This support
is critical for further anchoring the regime’s position
at a time when Venezuelans grapple with a pandemic
that is deepening one of the world’s worst humani-
tarian crises. Failing to combat the criminal nature of
the regime and isolate it from its malign allies will only
prolong the suffering of the Venezuelan people, and
will increase the threats to security and stability in the
hemisphere.

® Working closely with Brazil, Colombia, Guyana, and
Ecuador to increase border control—with the help
of technologies such as monitoring drones, as well
as increased personnel—with the goal of disrupting
illicit supply chains usually focused in border regions.
This would include cutting off resupply lines to FARC
dissidents and ELN groups inside Venezuela, as well
as trafficking networks moving products out of the
region.

® Creating a multinational working group with poli-
cymakers and experts from the interim government
of Venezuela, the United States, European Union and
key member states, Lima Group, and CARICOM that
focuses on devising policy strategies to confront the
threat of irregular armed groups and transnational
crime in order to provide the pathway for the resto-
ration of democratic institutions.

The next brief in this series will take a deep dive into
how the lran-backed Hezbollah terrorist group, with
its network of operators and sympathizers, provides
the Maduro regime with little-known, but significant,
support, and how that support is a threat to democracy
in Venezuela and security in the region.
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