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A B S T R A C T

Over the last four decades, the role of the extractive sector in the development models of Venezuela and
Ecuador has changed significantly. This study examines how class struggle affected the role of rent within
three divergent development models: import substitution industrialization (ISI)-corporatist, neoliberal-
fragmented, and rentier-controlling. It argues that the attitude of the capitalist class towards the state
and the working class was crucial in the transition from the ISI-corporatist model to the neoliberal-
fragmented model. It led to a process of privatization in the oil industry and competition among
capitalists for rent. In response to the social consequences of this shift, the left-wing governments
reclaimed state ownership of hydrocarbon resources and obtained more rent in efforts to recover some
state autonomy. A more unified capitalist class in Venezuela reacted more aggressively to this
transformation of the social property relations around hydrocarbons, while in contrast, a more divided
capitalist class in Ecuador reacted more mildly. However, both governments redistributed rent and
created subservient popular sector organizations in order to curb popular power as well as offset the
power of the capitalist class. In contrast to some analyses of extractivism, this paper takes a class
perspective that emphasizes the changing role of resource extraction within different development
models despite outward appearances of continuity.
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1. Introduction

Neo-extractivism is a concept frequently applied in critiques of
Latin American governments associated with the “pink tide”, the
wave of left-wing governments that have spanned across Latin
America since the beginning of the 21 st century.1 While in the
1990s most Latin American governments were enacting the
economic program of the right and left parties were barely
winning electoral space (Weyland, 2010), by 2009, almost two
thirds of Latin Americans lived under a government associated
with the left (Levitsky and Roberts, 2011, p. 1). Despite this
important turn, the countries governed by the left have not put in
place policies to steer economic structures away from extractivism.
This paper examines how class conflict has influenced the
* Correspondence to: Permanent address: 2643 Rue Sicard, Montéal, Qc, H1V
2Y8, Canada.

E-mail addresses: tcl@yorku.ca, thomasclebel@hotmail.com (T. Chiasson-LeBel).
1 For South America, it includes, amongst others, the governments of Hugo

Chávez in Venezuela (1998, 2000, 2006, 2011) and Rafael Correa in Ecuador (2006,
2009, 2013).
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development model in Venezuela and Ecuador and the role that
the extractive sector has played within it.

Extractivism is a mode of accumulation based primarily on
extractive activities, especially mining and oil extraction, but also
on primary production for international markets (Acosta, 2011,
2009; Gudynas, 2012, 2010; Merino Acuña, 2015; Pellegrini, 2016;
Seoane et al., 2013; Veltmeyer and Petras, 2014). The prefix “neo”
alludes to the fact that pink tide governments also pursue
extractivism, but in contrast with their predecessors, it is now
justified by the need to generate the rent necessary to support the
poverty alleviation strategies and other social justice programs
that characterize their administrations (Gudynas, 2012, p. 134).
The high commodity prices of the first decade of the 21st century
are being blamed for fostering the convergence that Svampa (2013,
pp. 31–6) calls “commodity consensus”: a tacit agreement by most
Latin American governments, both on the left and on the right, on
the absence of real alternatives to the exploitation of internation-
ally traded commodities. Neo-extractivism, then, expresses the
unfulfilled expectations that left-wing governments would radi-
cally change the development model to move away from a
commodity export-led model. To use the concept of this special
edition, an extractive imperative has taken over the logic of other
state activities (Arsel et al., 2016, this issue).
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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Despite the newness of the concept of extractivism,2 the reality
it describes for countries like Venezuela and Ecuador is far from
new. Petroleum has been a dominant product for the Venezuelan
economy since the 1920s, and for Ecuador, since the 1970s. In its
critique of the development model adopted by underdeveloped
countries, the concept of extractivism shares common ground with
dependency approaches to development. They both take issue
with the importance that primary resources have acquired in
peripheral countries. The extraction of these resources, often in
enclaves and according to the needs of metropolises, entails little
processing at the local level and results in limited technological
transfer that could sustain the diversification of peripheral
economies (Acosta, 2011). This kinship between critiques in terms
of extractivism and the dependency approach, although some-
times recognized, is often rejected by theorists of neo-extractivism
due to the limited environmental concerns included within the
dependency framework (Gudynas, 2011, pp. 25–27).

While it is certainly right to underline the fact that dependency
theorists pay scant attention to environmental questions, is this
alone a sufficient reason to dismiss their analyses entirely? The
debates between different streams of the dependency approach set
the tone for explaining the varying importance of primary
resources in underdeveloped social formations. According to Frank
(1971), for instance, the history of colonization and the pressure of
the world market have created an internal structure in underde-
veloped countries that supports a lumpenbourgeoisie, a class that
precludes development that departs from primary production and
resource extraction. In contrast, Cardoso and Faletto (1979) argue
for differentiating between countries driven by national capitalists
and those dominated by foreign capital operating in enclaves.
While one could be tempted to read this as an attempt to contrast
extractivist and non-extractivist economies, it would be more
appropriate to read Cardoso and Faletto as avoiding primary
resource determinism, trying instead to understand how different
balances of class forces influence the roles of specific sectors in a
country’s development.

2. Resource determinism

By using the expression “resource determinism”, I intend to
emphasize the need to be cautious of not converting general
tendencies common to many resource-rich economies into an
unavoidable disease or curse. The literature on the resource curse
has exploded in the last decade (Gilberthorpe and Papyrakis, 2015,
pp. 381–2), which makes succinctly covering the field a difficult
task.3 The literature can, nonetheless, be divided into two main
groups. The first, emanating from the economic discipline and its
explanation of the Dutch Disease, identifies natural resource
windfalls with negative macroeconomic outcomes and tries to
describe its causes. Despite variations in the details, the
approaches in this stream generally point out that the appreciation
of the currency, resulting from an important rise in natural
resource exports, explains the disequilibrium between the
tradable and non-tradable sectors, and undermines competitive-
ness. The strength of these approaches lies in their comparative
perspective, applying statistical analysis to a great number of
countries to show a negative correlation between high resource
exports and growth performance (van der Ploeg, 2011, pp. 369–
373). The significance of such a correlation is, however, contested,
most notably because shifting the measure of natural resource
2 One of its first appearances was in an article penned by Bunker (1984), but it
took about 25 years for it to be frequently applied in Latin American studies.

3 For good literature reviews, see: Gilberthorpe and Papyrakis, 2015; van der
Ploeg, 2011; Ross, 2015; Rosser, 2006; Stevens, 2003.
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wealth from a percentage of the GDP or of exports to other units,
such as the level of production and reserve, gives less clear results
(Stijns, 2001, quoted in Rosser, 2009, p. 168).

While cross-country correlations identify a general tendency,
they cannot explain the exceptions. Botswana, Indonesia, Norway
and Chile are often mentioned as models for having mitigated the
economic downsides of resource extraction (Hujo, 2012a). Some
scholars theorize how the curse can be successfully dealt with
(Humphreys et al., 2007; Ovadia, 2016), while others show that the
symptoms related to the Dutch Disease do not apply in certain
cases. For instance, Venezuela’s main historical waves of industrial
investment followed the cycles of oil windfalls, and did not move
counter-cyclically, while the exchange rate did not follow the
pattern identified by the Dutch Disease models (Di John, 2009).
These examples are a reminder that despite the general tendency,
the effects of resource abundance in an economy are not uniform
nor inevitable. It leads one to wonder why resource-rich countries
do not adopt the necessary measures to avoid the curse.

This question leads to the second group of explanations for the
resource curse. According to this literature, closer to the field of
political science, the abundance of resources has a negative impact
on institutions. Easy access to rent from resource extraction
weakens institutions by breeding corruption and rent-seeking
behaviour (Krueger, 1974). It hinders democratization efforts
because easy access to financial resources diminishes the need
for sound taxation arrangements with business elites and makes
patronage an easy way to dampen democratic pressures from
below (Ross, 2001). Natural resource rents thus act as an incentive
for authoritarianism and unsustainable policies, such as excessive
borrowing to feed clientelism and patronage. Some even go further
and suggest that an abundance of natural resources makes violent
conflict more likely (Collier and Hoeffler, 2005; Welsch, 2008).
Here again, cross-country correlations identify a general tendency,
with resources associated with negative consequences. But once
more, shifting the unit of measure from the share of natural
resources in GDP or in exports to the percentage of state revenue
composed of rent shows less convincing evidence of an institu-
tional resource curse (Herb, 2005). How we measure resource
abundance, then, influences the conclusions; the direction of
causality also becomes blurrier. Indeed, why can we not assert,
instead, that it is the quality of institutions that can turn resources
into either a curse or a blessing? As noted by van der Ploeg (2011,
pp. 369–70) in an extensive literature review of the resource curse,
the United States was the leading mineral-abundant economy from
the mid-nineteenth to the mid-twentieth century, and its positive
experiences with mineral abundance “explain much subsequent
economic growth.” Similarly, industrial development in the UK and
Germany was largely spurred by coal and iron ore deposits.

Indeed, resource curse models hardly account for the fact that
the disease is essentially a phenomenon of the last forty years. This
leads some development scholars to conclude that “lessons from
resource-rich countries such as Australia, Canada, Norway or the
United States prove that the relationship between natural
resources and development is not deterministic: resource abun-
dance is not an irrevocable curse, but rather a challenge to
policymaking” (Hujo, 2012b, p. 7).

And part of this policymaking challenge has been little
explored: what are the conditions that can lead to institutional
change, to improving the institutional capacity to mitigate the
resource disease or curse? As highlighted by Dietsche (2012, pp.
128–30), if the expectation is that the right institutions can correct
the wrong behaviors of the elites that control them, it is difficult to
think of an incentive that would push elites to change the “wrong”
institutions, when they sustain both the resource curse and the
rent-seeking elites at the same time. In a recent cross-country
study on the nationalization policies applied to the hydrocarbon
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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sector in Latin America over the past century, Berrios et al. (2011, p.
687) show that the ideology of political leaders is only poorly
correlated with the fate of the sector, as they found “a weak
relationship between leftists and nationalization, [and] little
expectation that putting rightists into power will result in the
return of industries to private hands.” They also show that the
international political environment of the period does have an
influence (i.e., more nationalizations over the 1960s and 1970s
than the 1980s), but that the default action across all periods and
across the whole political spectrum of leaders is to maintain the
status quo: to leave the industry nationalized when it is
nationalized, and to leave it in private hands when it is already
in private hands. Therefore, despite the importance of the
international context, there is no inevitable curse. Domestic
analyses are still essential for understanding policy shifts, and
world price hikes alone are not sufficient to account for such
changes.

Berrios et al. offer an alternative explanation for ownership
changes in the sector focused on economic reasons. They suggest
that Chávez’s nationalization of the oil industry was less likely a
result of his radical posture and, instead, more likely influenced by
the meager state revenue he originally received from the sector in
comparison with Brazil. Although such a hypothesis is attractive
for explaining nationalization, it can hardly explain privatization.
Indeed, if nationalization increases revenue, why would any
government choose the opposite path and decrease its revenue via
privatization? This raises a number of questions about the
conditions that lead to policy changes related to the natural
resource sector (van der Ploeg, 2011, pp. 407–408).

This paper focuses on Venezuela and Ecuador, countries where
the pink tide has dramatically changed the role of the extractive
sector. Despite striking similarities between the hydrocarbon-
based development discourse of today and that of earlier times
(Pellegrini, 2016)—with the perpetuation of the belief that
development will result from “sowing the oil” in Arturo Ulsar
Petri’s (1936) words—the actual role of the oil sector has changed
over the last fifty years as a result of the evolving class struggle and
its influence on the development model. By development model, I
refer to the interplay between, on the one hand, development
programs (e.g. ISI, neoliberal), themselves comprising sets of
preferred economic, fiscal, and redistributive policies; and, on the
other hand, the form (e.g. corporatist, fragmented) that the
mediation of interests between the state and the main class
organizations takes.

Under Chávez and Correa, the extractive sector became the main
instrument for recovering state autonomy—understood here as
institutional independence from direct class influence—in a context
in which the capitalist class had decided to reject the state-led
development model and entered instead into competition for rent.
This decision by the capitalist classes was made possible by a
profound weakening of the popular classes in terms of their
economic conditions and their forms of organization. Yet the
recovery of state autonomy in Ecuador and Venezuela has not
entirely reversed this trend for the popular classes. Indeed, although
rent from the extractive sector was instrumental in reducing
inequalities by fostering growth and redistribution, this was done
at the expense of the organizational autonomy of the popularclasses.
The peculiarities of the extractive imperative under the recent pink
tide are here explained by the evolution of the class struggle.

3. Classes: a working definition

This paper contributes to the reflection on the extractive sector
and state autonomy using an approach inspired by the dependency
school, in which the role of the extractive sector is interpreted
within the framework of the development model resulting from
Please cite this article in press as: T. Chiasson-LeBel, Neo-extractivism i
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the evolution of class conflict. According to Cardoso and Faletto
(1979, p. 14):

‘Development results from the interactions and struggles of
social groups and classes that have specific ways of relating to
each other. The social and political structure is modified insofar
as new social groups and classes succeed in imposing their
interests on or accommodating to previous dominant classes in
society.’

From this perspective, the question is less about whether
extractivism, neo or not, is a curse or a blessing, or about whether
institutions are well designed to face the challenges of the
extractive industry (Bebbington, 2012). The focus, instead, is on
how evolving class relationships and class struggles in each
country have influenced the role played by the extractive sector.
This point of view does not overlook the influence of external
conditions—such as the evolution of resource prices in interna-
tional markets, for instance—but considers them through a non-
deterministic lens, where their internalization within each
national context matters. Indeed, Cardoso and Faletto (1979, p.
173) look at the ways through which classes and social forces (re)
produce a development model by “avoiding the two fallacies
[ . . . ], that the internal or national socio-political situation is
mechanically conditioned by external dominance; and the
opposite idea that all is due to historical contingency.”

One finds little, however, in the way of a definition of class in the
writing on dependency. Thus, clarifying the concept seems
imperative. Yet this deficiency is not specific to dependency
theory. Authors have long noted that despite the critical
importance of the concept of class for Marx’s theoretical
framework, he himself offers little systematic analysis of it
(Crompton, 2008; Gurvitch, 1966, pp. 17–23; McNall et al., 1991
). Moreover, concurrent usages of class contribute to a blurring of
the concept. The Weberian tradition, focusing on the measurement
of a variety of positional effects on individuals, encourages an
analysis that is closer to a study of stratification. I agree instead
with Scott McNall et al. (1991, pp. 3–4) that classes are not discrete
groups, but must be defined in relationship to one another within a
given system of production. Understanding how classes influence
social transformations requires adopting a complex stance where
classes are fighting against one another to change the way things
are, although in conditions that are not of their choosing.

Social classes should, then, be studied by starting from the
process of struggle. As Thompson (1978, p. 149) observes: “classes
do not exist as separate entities, look around, find an enemy class,
and then start to struggle.” Although class struggle is not
automatic, it is nonetheless the starting point for a study of
classes. At the same time, asserting that class struggle is not
automatic does not mean that there is no link between classes and
the process of production. As Meiksins Wood (1995, p. 82) puts it:
“the objective relations to means of production are significant
because they establish antagonisms and generate conflicts and
struggles; [ . . . ] conflicts and struggles shape social experience ‘in
class ways’ even when they do not express themselves in class
consciousness or in clearly visible formations.”

Here, Meiksins Wood emphasizes that it is the process of
struggle that shapes the social experience in class ways, and that
although related to the means of production, it is the conflict that
makes visible the logic of class division. This view is consistent
with Marx’s views on classes in the Eighteenth Brumaire Marx
(1976) and The German Ideology: “The separate individuals form a
class only insofar as they have to carry a common battle against
another class; in other respects, they are on hostile terms with each
other as competitors” (Marx and Engels, 1974), emphasis is mine.

A class thus results from a process of convergence developed in
a context of struggle against another class (or classes). Through the
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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process of struggle, alliances are formed, organizations are built,
and coalitions emerge in each camp of the tug-of-war. This means
that we need to distinguish the idea of class from a simple
positioning of actors within an economic sector. From this
perspective, when discussing the population, a sector refers to a
category of people who experience similar economic conditions,
like having to sell their labor-power, while class refers to the broad
political unification of various portions of this sector into a
movement or an organization.

Social property relations (and not the relations of production)
are what divide those who buy labor (the owners of the means of
production) from those who sell their labor-power (wage workers).
The popular class, then, is not only the convergence of factory
workers, but also of peasants, informal workers, and others whose
existence is defined by the necessity to sell their labor or the little
they can produce within the household. In return, the actions of the
popular class frequently provokes the unification of business
owners (industry and commerce), sometimes with large land-
owners, who get together to promote their common interests,
often against the changes the popular class seeks. Historic
conditions within each country can lead to different forms of
divisions of class factions, notably according to regional differ-
ences.

The insistence on social property relations is of special interest
here because of the importance of the extractive activities for the
countries under study. Classical political economy developed the
category of rent to refer to the kind of revenue derived from
property over natural resources (land or subsoil), as opposed to the
money obtained from the exploitation of labor (profit) or the
selling of labor (wages). According to Coronil (1997, pp. 53–58),
rent is the most political revenue of the three, as unlike profit or
wages, its capture does not require involvement in production, but
only the ownership of the land or the resource. A shift in property
rights over resources can change who captures the rent and thus
also the balance of economic power between classes. Rent has a
tremendous impact, as it can alter the dialectic between state and
classes and create the “landlord state as an independent economic
agent rather than as an exclusively political actor structurally
dependent on capital . . . ” (Coronil, 1997).

In the cases of Venezuela and Ecuador, the allocation of rent has
changed as a function of the development model in which it is
inserted. Venezuela and Ecuador have been through essentially
three main development models since the 1970s (import
substitution industrialization (ISI)-corporatist, neoliberal-frag-
mented, and rentier-controlling), interwoven with periods of
transition. By retracing the class conflicts characterizing each
period and explaining the transitions between them, I shed light on
the changing role played by rent and extractive activities within
each prevailing development model in a way that helps explain the
characteristics of the current extractive imperative and its impact
on social struggles.

4. The ISI-corporatist development model and its repudiation

During the 1970s, class struggle in Venezuela and Ecuador was
extremely institutionalized, in the sense that the most important
struggles of the popular classes, including informal workers and
peasants, were channeled by unions, which were tolerated by
business interest groups and protected by the state (even during
the dictatorship in Ecuador). This situation is often referred to as
corporatism: a form of state-society relationship based on the
state-sanctioned division of society into a limited number of
categories organized through monopoly representation by sector-
specific organizations, thereby precluding competition (Arenas,
2006); Collier and Collier, 2002. Corporatism interacts well with
the pursuit of an ISI development model, in which state
Please cite this article in press as: T. Chiasson-LeBel, Neo-extractivism i
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development policies attempt to foster industrialization by means
of a combination of protectionism and subsidies for industry,
aiming to replace imported goods with domestic production. ISI
policy requires the state to foster private industrial investments
from capitalists and to promote domestic consumption by
improving the livelihoods of workers. Over the same period in
both Venezuela and Ecuador, the state asserted its ownership of oil
with the agreement of capitalist classes and used the rent to foster
industrialization. This process was expected to produce the
necessary distribution to increase internal consumption. It was
by claiming property over subsoil resources and control over rent
that governments in both countries attempted to ignite develop-
ment.

This took place in the Cold War context, when the US and the
Alliance for Progress favored national capitalist development to
prevent socialism in underdeveloped countries. It was accompa-
nied by regional initiatives, like the Andean Pact, through which
countries cooperated to divide and share different parts of
industrial production to foster industrialization in several coun-
tries at the same time. Moreover, the boom in oil prices during the
1970s dramatically increased the funds available to oil-rich states
both in the form of rent and as international loans from
commercial banks attempting to reinvest petrodollars.

However, an international shift then occurred in the decades
preceding the pink tide, when the US raised interest rates (Volcker
Shock), pushing the international banking system to do the same.
International loans became a burden, causing a debt crisis in many
developing countries. This shift was marked in both Venezuela and
Ecuador by a radical change in the attitude of the capitalist classes
that led to the failure of corporatist institutions. This, in turn,
fueled a process of transition that undermined the formal
organizations of the working class, mostly trade unions, but was
not able to eliminate popular sector unrest, although it would
ultimately transform it.

4.1. The transition in Venezuela: from corporatism to popular overflow

In Venezuela, the foundation of the “democratic” state at the
end of the dictatorship in 1959 was organized around several
corporatist bargains between elites, leading scholars to speak of a
“pacted democracy” (Karl, 1987; Levine, 1973). The main pact,
Punto Fijo, guaranteed a minimal common program shared by
leading political forces.4 Before its adoption, another agreement
was made between the Unified Trade Union Committee (Comité
Sindical Unificado), comprising union leaders of various tendencies,
and the main employers’ federation, Fedecámaras. This Labor-
Management Agreement (Avenimiento Obrero-Patronal), instilled a
very corporatist conception of class negotiations from the
inception of the new state.

The main workers’ union, the Confederation of Workers of
Venezuela (CTV, Confederación de Trabajadores de Venezuela),
became institutionally positioned to monopolize the representa-
tion of the popular sector, representing over 80% of unionized
workers by the early 1980s, but also to negotiate conditions like the
minimum wage that affected all workers, unionized or not (Ellner,
2003a, 1993; Lander and Arconada, 1985; Lucena, 2007; Villasmil
Prieto and Carballo Mena, 1998). Business interest groups were
similarly centralized as chambers of commerce and industry, and
landowners united within Fedecámaras (Moncada, 1985).
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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Table 1
Evolution of the distribution of income in Venezuela.

1989 1998

Richest quintile/poorest quintile 10.9 14.3
Richest decile/poorest decile 24.6 35.4

Source: CEPALSTAT
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It is in this context of institutionalized and centralized class
conflicts and while guerrilla groups were retreating that the oil
crisis reached Venezuela in the early 1970s. The abundance of rent
it created (as prices quadrupled) was eventually captured by the
state when Carlos Andrés Pérez nationalized the oil industry with
the agreement of both capitalist and popular classes. The state,
negotiating with class organizations, used the rent to foster
industrial development by erecting state plants for the production
of several basic goods (steel, aluminum) and applying a selective
industrial development program. The policies brought capitalist
and popular classes together behind a common plan regulating the
investments of transnational corporations and requiring them to
use high levels of domestic content (Coronil, 1997). This generated
a high rate of growth and rapid improvements in the living
conditions of the popular sector.

The tripartite, corporatist deal-making process started to break
off in the early 1980s, notably as the swings of oil prices eroded the
confidence of the capitalist class in the development model driven
by the state management of oil rent. Fedecámaras initiated a
campaign against both the state (seen as acting “like an
entrepreneur in an excessive way”), and the working class:

‘The exceptional increase in the demand for human resources .
. . converging with the law against unjustified layoffs in the
context of economic expansion has produced an ethical
distortion in the work habits of Venezuelans that must be
responsibly addressed in order to develop the country . . . [W]
orkers have acquired a power that allows them to prevail over
the interests of the existing organization of production, leading
to a loss of discipline and to a loss of the spirit of achievement
and of personal fulfillment . . . [T]he legislator has acted to
justify the distorted politico-social behavior of workers that led
a part of the workforce to look for short-term gains, thus
behaving against productivity . . . and the development of the
country as a whole . . . ’ (Fedecámaras, 1980, p. 47).5

Such a declaration explains the dwindling of tripartite
corporatist negotiations in the subsequent decades. During the
1980s, employers acquired growing influence on the state while
refusing to yield much to working class representatives. For
instance, within the CONACOPRESA, the commission established to
negotiate prices and wage hikes in order to offset the 1983
devaluation of the bolivar, representatives of the capitalist class
obtained price hikes but then refused to engage in negotiations on
wages—a topic they preferred to leave up to each workplace
(Salgado, 1987). They were later able to obtain huge state subsidies
for international contracts and debts acquired prior to the currency
devaluation. The greater presence of capitalist class representa-
tives within state institutions leads Crisp (1994, p. 1498) to
conclude that “[e]ven though Venezuelan statutes often cast
capital and labor as sectors that should balance, the scale is clearly
tipped in capital’s favor.”

The attitude of the capitalist class is not the only cause of the
problems faced by the main workers’ confederation. The CTV also
had its own major internal shortcomings (Lander and Arconada,
1985; López Maya, 1989). However, given that the legitimacy of
unions in a corporatist setting rests on the capacity of their
leadership to negotiate and strike good deals for the popular class,
capitalists’ refusal to negotiate destabilized the whole mechanism
designed to balance class power.

As a result, over the course of the 1980s and 1990s, major
transformations would affect the popular sector. The working and
5 This and all other translations from Spanish are mine.
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living conditions for the popular sector deteriorated drastically.
Incomes dropped from an annual average of $5345 in constant US
dollars in 1979 to $3049 in 1997. This meant a radical increase in
poverty (from 17.65% of households in 1980 to 48.33% in 1997) and
extreme poverty (9.06% to 27.66% over the same period) (López
Maya and Lander, 2004; pp. 209–212). Wealth became increasingly
concentrated in the hands of the wealthiest (Table 1).

The impact of the direct political confrontation waged by the
capitalist class against working class organizations and corporatist
mechanisms of mediation, combined with the impact of the world
economic context, led to the disorganization and fragmentation of
the popular class. As the channels of mediation conveying the
pulse of the popular sector became inoperative, both state officials
and union leaders alike were taken by surprise when the
announcement of price hikes as part of the neoliberal package
adopted in 1989 resulted in a social explosion known as the
Caracazo: a week of riots, the repression of which resulted in
bloodshed. The popular sector’s reaction to the changing
development model overflowed the clogged institutional channels
and forced the CTV to summon its first ever general strike a few
months later. In the following years, the CTV found it increasingly
difficult to influence the state through these official channels
(Murillo, 2001), leading to a process of fragmentation of the
popular class. Instead of leading to the disappearance of protest,
however, it transformed it into a more diffuse and more
confrontational struggle (Lander, 1995; López Maya, 2006, pp.
80–106).

Although the capitalist class, centrally organized by Fedecá-
maras, initially rejected the 1989 neoliberal reforms (Fedecámaras,
1989), their position shifted rapidly. After only 18 months, the
federation was celebrating the neoliberal turn: “It is time that we
make the economic reform plan [proposed in 1989] our own, with
an emphasis on all the policies that strengthen the private
economy, and that we take over the leadership of its execution
because our future is at stake with this plan . . . ” (Fedecámaras,
1992). Maintaining their influence on the state, they obtained
compensation for their losses in 1994 after financial liberalization
led to a chain of bankruptcies in the banking sector. The
government spent 75% of the 1994 national budget to bail out
the banks (Coronil, 1997, p. 381).

It is due to this combination of the turn towards neoliberal
policies and the fragmentation of the popular class that we can
characterize this period as neoliberal-fragmented. This evolution
of the balance of class forces during the 1980s and 1990s led to a
transformative “U-turn” (Mommer, 1998) in the policies that
organized the extractive industry. As the balance of forces tipped
more and more to the side of capital, the state petroleum company,
PDVSA, engaged in a process of opening up, both gaining autonomy
from the state and granting much more leeway to private
entrepreneurs in the process of extraction and export, notably
to attract foreign investment to exploit the heavy oil of the Orinoco
belt (Fontaine, 2010, pp. 194–95). PDVSA also reduced the share of
revenues transferred to the state, investing its earnings in
international expansion instead. State revenue from petroleum,
representing 16% of the GDP in the early 1990s, dropped to less
than 5% by 1998 (Parker, 2007, p. 63).
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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7 The idea that Indigenous uprisings were a class struggle is contentious. There is
no room here to review this debate, but as Mark Becker rightly concludes, “Ethnicity
became a rallying cry for what were essentially class demands, and contrasting class
with ethnic identity results in a false dichotomy” (Becker, 2008).

8

6 T. Chiasson-LeBel / The Extractive Industries and Society xxx (2016) xxx–xxx

G Model
EXIS 258 No. of Pages 14
4.2. The transition of the popular class in Ecuador: from workers, to
Indigenous peoples, to a fragmented class

In Ecuador, despite the dictatorships that ruled for most of the
decade, the 1970s saw the most important expansion of unions6 in
the country’s history (Fig. 1). Union growth in the private sector is
even more significant when one considers the paradox illustrated
by Lefeber (1985, p. 18): state-led ISI turned out to be capital
intensive rather than labor intensive. Notwithstanding an impor-
tant increase in industrial production as a share of GDP, the share of
industrial employment declined by 2% over the 1960s and 1970s.

This important growth of unions is explained by a combination
of factors. Over the 1970s, the union movement was transitioning
from a tradition of craft unionism to one of industrial unionism.
Moreover, the Ecuadorian dictatorship violently repressed several
protests, but in a way that helped consolidate solidarity between
union federations of different political tendencies (Catholics,
Socialists, US-inspired unionism). This strengthening of solidarity
led to the creation of a United Workers’ Front (FUT, Frente Unitario
de los Trabajadores) (Ayala Mora, 2008, pp. 97–113; Ycaza, 1991, pp.
252–270). Despite the repression of protest, the dictatorship did
not ban the unions, in an attempt to encourage economic
modernization based on internal markets. With opposition parties
severely limited, labor unionism became the main form of political
opposition tolerated by the dictatorship. They constituted the main
channel of popular class expression in the prevailing context of
economic growth.

Over the 1980s, unions continued to grow (Fig. 1), and the FUT,
comprising the most important confederations, was able to wage
one or two national general strikes per year up until the new
century (Alexander and Parker, 2007, pp. 197–201; Ayala Mora,
2008, p. 105). Their demands were not limited to working
conditions, but rather broadly addressed general themes of
concern for the whole popular sector. They became the source
of the kind of convergence leading to the “conflicts and struggles
[that] shape[d] social experience ‘in class ways”' (Meiksins Wood,
1995). For instance, as one activist put it:

‘[In the early 1980s] a very strong movement of struggle began
in the neighborhoods, and despite not having a unionized basis,
the neighborhood committees started articulating with the FUT
because in a certain way, the FUT synthesized the whole process
of society’s resistance’ (Harnecker, 2011, p. 49).

The class leadership of the workers’ unions declined during the
1990s, especially after the labor code was reformed in 1991,
doubling the minimum number of workers required to form a
union. The number of officially sanctioned unions thus radically
dropped in the 1990s (Fig. 1), and their capacity to wage struggles,
both with regard to issues directly related to labor and with regard
to the wider class struggle, significantly diminished (Sánchez-
Parga, 1996).

The deterioration of labor unions did not entirely undermine
the struggle of the popular class, as the newly invigorated
Indigenous movement began to take the lead and, to a certain
extent, prevented the fragmentation of the popular class. This
movement, mostly organized by the Confederation of Indigenous
Nationalities of Ecuador (CONAIE, Confederación de Nacionalidades
Indígenas del Ecuador), was able to gather a wide range of forces at
its rallies, enjoying the active support of worker and other peasant
organizations. This collaboration eventually led to a broad
Coalition of Social Movements (CMS, Coordinadora de Movimientos
6 Ecuadorian labor law distinguishes between three different types of worker
organizations: worker associations, unions, and enterprise committees. We will
refer to all of these as unions.
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Sociales), upon which the Pachakutik political party was founded
(Becker, 2010). Like the FUT in previous general strikes, the
Indigenous movement became the leader of the popular class,
acting against the policies promoted by the capitalist class. This
continuing struggle was creating a convergence that ‘shaped
experiences in class ways’.7

The Indigenous movement, denouncing the “agrarian capitalist
development model, labor exploitation and the bourgeois state”
(Confederación de Nacionalidades Indígenas del Ecuador-CONAIE,
1994), was becoming the threat that periodically unified the
capitalist class. Ecuadorian chambers of commerce and industry
have historically been fragmented. Not only are they divided along
sectoral lines (large- or small-scale industry, commerce, agricul-
ture, and so on), but also along regional lines as well, and there are
important tensions between organizations from the coast and
those from the highlands.8 Notwithstanding this fragmentation,
the capitalist class reacted in unity to the Indigenous uprising of
1990, sending a joint communiqué to assert their “total rejection of
the Indigenous uprising” that June, for which they demanded
effective action from the state in order to defend private property
and the oneness of Ecuadorian nationhood (Naranjo, 1993).

These elements that characterize the Ecuadorian situation of
the 1980s and 1990s illustrate the evolution of class struggle in the
period prior to the pink tide. Active attacks against the organiza-
tions of formal workers reduced their power, while the Indigenous
movement was attempting to establish its own new place in the
shifting balance of forces as the leader of the popular class. In this
context, the Indigenous movement waged a class struggle against
the transition to the neoliberal development model promoted
notably by the Durán-Ballén government (1992–1996), which was
able to coalesce the capitalist class behind its plan designed to
attract foreign investment (Carrasco, 1998, pp. 87–122). It was
promoted as a reaction to the intense pressures exerted on the
development model by a combination of international political-
economic and environmental factors (the lost decade of rising
interests on international debt, plummeting oil prices, interna-
tional institutions pressing for structural adjustments, the El Niño
effect, etc.).

In the oil sector, this plan led to a greater role for private
corporations at the expense of the public sector, and by the early
2000s, the former had become more important than the latter
(Acosta, 2009, pp. 45–53). In order to secure investors’ confidence,
the state left OPEC and liberalized the oil sector, notably by making
rules for profit repatriation more flexible (Fontaine, 2010, pp. 193–
4). Both workers and the Indigenous movement organized protests
and supported each other to oppose the reform (Sawyer, 2004).
Neoliberal policies eventually introduced laws that rechanneled
state-captured oil rent into funds dedicated to repaying the debt.
This led to a reduction in oil revenue for the state budget,
plummeting from over 50% in the early 1990s to less than 20% in
2006, a reduction that cannot only be blamed on low production
and prices, but rather that was mostly the result of a drop in the
share collected by the state (Acosta, 2009, pp. 58–59). These
reforms diminished the state’s capacity to support the popular
An attempt at creating an umbrella organization in 1981 “never got beyond the
declaration of general principles” (Conaghan, 1988). Still today, despite statements
by a representative of a coalescing business organization from the highlands
denying the importance of regional division in Ecuador (Ecuador-B1, 2012, p. 1),
representatives of organizations from the coast would insist on the presence of
differences and difficulties reaching agreements with similar organizations from
the highlands (Ecuador-B4, 2012; Ecuador-B9, 2012).
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sector, leading it to slash social programs while favoring financial
capital, both national and transnational. The World Bank noted a
resulting pauperization: the poverty rate jumped from 34% to 46%
between 1994 and 1998 (Andrade, 2009).

Popular protests against the new development model created
political instability (no presidents managed to finish their terms
between 1996 and 2006). This was due to the fact that although the
Indigenous movement was leading the popular class, its integra-
tion in state institutions was mostly limited to ethnicity-related
issues. Moreover, the economic context would eventually divide
the capitalist class: faced with a severe banking crisis resulting
from liberalization policies, capitalists from the coast organized
protests—some widely attended, such as the march of black
ribbons in April 1999—to press for decentralization. Their
discourse included strong elements of resentment towards the
central state for allegedly favoring the banking sector owned by
business groups of the highlands. This illustrates the competition
for rent between regionally divided capitalist classes, a tension that
explains, along with the popular protests, the difficulties of
building a hegemonic neoliberal project (Ramírez Gallegos, 2005,
p. 52).

The leadership exercised by the Indigenous movement during
the 1990s was put to the test by two main elements over the
following decade, limiting its capacity to prevent the fragmenta-
tion of the popular class. First, an emphasis on identity under-
mined its ability to act in solidarity with other movements (Ospina
Peralta, 2009, pp. 134–139; Ramírez Gallegos, 2010; pp. 23–24).
Second, the electoral alliance between Pachakutik and Lucio
Gutiérrez in 2002 divided the leadership from its base. This
alliance won the presidency, but Pachakutik withdrew its support
and was expelled from the executive power by Gutiérrez, who,
contrary to his campaign message, pursued an IMF-supported
development model similar to that of his predecessors (Ramírez
Gallegos, 2010; pp. 25–26).

The Indigenous movement’s loss of leadership led to an
important shift in popular protests. Like in Venezuela, protests
became more fragmented and confrontational (Sánchez-Parga,
2010, ch. 4–5). This transformation is epitomized in the Forajido
uprising that accompanied the dismissal of President Gutiérrez in
April 2005. Unlike previous uprisings surrounding the removal of
presidents, though just like the 1989 Caracazo in Venezuela, the
situation in 2005 could not be associated with a specific movement
or a leader (Ramírez Gallegos, 2005; Sánchez-Parga, 2010, p. 82).

From a class-relational perspective, Venezuela and Ecuador
went through similar processes prior to the pink tide, in which the
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transition towards a neoliberal development model was made
possible by active policies undermining the organizational
capacities of the formal working class, causing class fragmentation.
This did not mean the end of protests, but it did entail a drop in the
popular class convergence that had previously been organized by
the workers’ unions. The fragmentation was delayed in Ecuador by
the strength of the Indigenous movement, which was able to create
a new convergence that lasted over a decade.

In both countries, this process led to a transformation of the role
of the extractive sector in the development model. The increased
power of capitalist classes over the state resulted in processes of
privatization that diminished the rent captured by the state, not
only because of drops in prices, but also because of a drop in the
relative share of the rent retained by the state. A domestic capitalist
class allied with transnational financial interests thus won the
class conflict that was taking the form of a competition for rent.
This transformation was inspired by the global neoliberal trend
promoted by multilateral financial institutions (IMF, World Bank),
but its timing and pace would follow the rhythm set by the local
class struggle, which depended on the unity of the capitalist class
in imposing this particular model.

5. The shape of the pink tide

The pink tide in Venezuela and Ecuador can be understood as a
reaction to the increased power of the capitalist class over the state
and its imposition of a neoliberal development model. The rise of
pink tide governments occurred in a context in which the relative
autonomy of the state—the capacity of the state to act indepen-
dently of a particular class and on behalf of the reproduction of the
economy as a whole—had been weakened. Indeed, the power of the
capitalist class was hardly offset by a fragmented popular class, and
the state had few channels through which it could adjust its
policies to make them acceptable to an impoverished popular
sector. Yet a more fragmented popular class produced a different
kind of struggle that proved to be highly disruptive and, in turn,
made neoliberal reforms difficult to implement.

This portrayal recasts the role of the popular class. Many
accounts of the pink tide draw a direct line from street uprisings
against neoliberalism to social movements, and from there to pink
tide governments (Burbach et al., 2013; Burdick et al., 2008; Sader,
2011; Sanchez and Boutang, 2008; Silva, 2009, to name a few).
Although uprisings were important in destabilizing the political
regimes that preceded the pink tide, their link to social movements
in Venezuela and Ecuador is questionable, and their connection to
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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the parties and the governments of the pink tide themselves is
even more tenuous. As mentioned in Section 4, the main uprisings
preceding the pink tide in Venezuela (the 1989 Caracazo) and
Ecuador (the Forajido uprising in 2005) share the peculiarity of
having both taken place without clear organizational leadership.
Moreover, in both cases, they happened at a time when social
movements’ mobilizations were at a low.9

The relationship between the political parties of the pink tide
and the social movements in both Venezuela and Ecuador must
also be questioned. In both cases, the parties were formed in the
year prior to their victory. In Venezuela, Chávez’s links with social
movements through the Revolutionary Bolivarian Movement-200
(MBR-200, Movimiento Boliviariano Revolucionario-200) were
brushed aside for electoral purposes in 1997, when a new political
party was created: the Fifth Republic Movement (MVR, Movimiento
V República). Even in his early days as a candidate, Chávez insisted
that, “As a leader, I do not feel bound to the Bolivarian Movement or
to MVR” (Blanco Muñoz, 1998; p. 600). The MVR lasted until
Chávez decided to found a new political organization in 2006–
2007, the Unified Socialist Party of Venezuela (PSUV, Partido
Socialista Unificado de Venezuela), whose ties to the “masses” and
relationship to the people are questioned even by its own elected
members in the National Assembly: “the party . . . is moving away
from the people . . . and is increasingly being perceived as a
separate and superior entity, like as its ‘guide’ or ‘driver’,” in the
bourgeois, manipulative, capitalistic sense (Piñate, 2012, p. 76).10

Similarly, in Ecuador, Ramírez Gallegos (2010, p. 36), emphasizes
that the construction of the political movement that sustained
Correa’s campaigns, the País Alliance (Alianza Patria Altiva I
Soberana), was a conscious effort to create a political vehicle that
would not be a coalition of social movements like the Pachakutik,
but rather a political structure of its own. Ramírez Gallegos relates
that, for the party, “[t]he articulation with parties and movements
with a longer history of organization was always seen as
unnecessary and potentially problematic” (2010, p. 37). Given this
context, it seems more appropriate to conceptualize the pink tide
in these countries as a recovery of state autonomy taking its
distance from class-based organizing.

5.1. Reclaiming the autonomy of the state

To capture the concept of the relative autonomy of the state,
Panitch and Gindin (2014, p. 22) submit that “the state is neither
merely a class instrument nor just composed of class actors but a
set of distinctive public institutions which are dependent on, but
have autonomous capacities to act on behalf of, the capitalist
system.” With the pink tide, the recovery of state autonomy imply
that during the two preceding decades, capitalist class organiza-
tions had penetrated the state to such an extent that autonomy was
compromised. That is, the state was the terrain of a crisis-
generating competition for rent as capitalists sought to use it to
minimize their investment risks.

However, the form of organization of capitalists in each country
was different. While the Venezuelan state was ‘colonized’ by a
much more united capitalist class, the Ecuadorian state was facing
9 According to López Maya’s (2006, p. 90) database on protests in Venezuela, the
two years preceding the Caracazo saw the fewest protests for the end of the century.
Similarly, according to the CAAP database on protests in Ecuador, the years with the
lowest number of protests from 1998 to 2008 were the three years preceding the
Forajido revolt of 2005 (Sánchez-Parga, 2010, p. 87).
10 After the defeat of the PSUV in the legislative elections of December 2015,
Eduardo Piñate was named Permanent Secretary of the party’s presidency. He was
nonetheless a Member of the National Assembly when he wrote the quoted book.
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a more fragmented scenario, in which capitalists were divided
across numerous business interest groups and were competing by
“acting directly within the state or within state institutions to
direct economic policy” (Naranjo, 1994). The united capitalist class
in Venezuela reacted more radically to the policy change, which
resulted in a more important rupture with the government than in
Ecuador.

The pink tide manifested itself in Venezuela and Ecuador as the
ability of organized agents11 not specifically attached to the
popular class or the capitalist class to gain office amidst a moment
of political instability and to reclaim state autonomy by
diminishing the influence of representatives of capitalist class
organizations over the state. Through radical gestures denouncing
the regime and the grasp of former parties on them (Chávez
attempting a coup and Correa resigning as minister), Chávez and
Correa were able to establish their legitimacy as representatives of
popular discontent.

Once in office, Chávez launched a constitutional assembly to
restructure the state. He took some distance from the capitalist
class organizations, notably by not attending the Fedecámaras
annual general meeting, something that his predecessors had
systematically done (Lucena, 2007, p. 56). Despite this distance,
some links with investors were maintained during the early years
until a real rupture took place. Business chamber representatives
date this rupture back to the participation of the Fedecámaras’s
then-president in the failed coup of 2002.12

In Ecuador, the transformation of the relationship between the
state and the organizations of the capitalist class was much
smoother (Chiasson-LeBel, 2013). With the adoption of a new
constitution, state institutions were reformed. Before the reform,
69% of state institutions with executive powers had corporatist
representation. Of these, 67% included representatives of cham-
bers of commerce and industry, while only 27% had workers’
representation (SENPLADES, 2009). Now, state institutions are
controlled by state officials, and citizens’ representation is
overseen by a specific institution (see Section 5.3, below).

In interviews, business chamber representatives in Ecuador
complained about the severance of their relationship with the
state. Some remarked on their loss of control over specific
institutions (Ecuador-B7, 2012), while others mentioned that there
had been serious discussions about attempting to do “like [they
did] in Venezuela”, an expression that essentially means to attempt
a coup.13 These comments were immediately followed by
explanations of their decision to reject such an approach, to focus
instead on improving their lobbying by developing more
sophisticated and forceful technical arguments (“contundencia
técnica”). Venezuela’s failed coup certainly informed this decision,
but the division of capitalist class organizations also helps explain
why the coup strategy was less attractive in Ecuador.

Limiting capitalist control over state institutions improves state
autonomy. It also, however, fosters a political reaction from the
capitalist class, and it can undermine autonomy in yet another
way: “what these states can autonomously do, or do in response to
11 Catherine Conaghan (2011) also insists on the importance of agency for
understanding the left turn.
12 Some regional chambers in Venezuela claim to sustain some contacts with state
officials, but only at the regional level (Venezuela-B4, 2013). However, in personal
interviews, representatives of other chambers say that they have no sustained
contacts with the central government. When they do have meetings, they are on
specific topics and best kept secret (Venezuela-B3, 2013; Venezuela-B4, 2013;
Venezuela-B5, 2013; Venezuela-B7, 2013; Venezuela-B10, 2013).
13 This was expressed twice in interviews. For obvious reasons, they will be kept
confidential.
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Table 2
Evolution of Venezuelan central government operations as percentage of GDP (excerpt).

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Total Revenue 17.4 18.0 20.2 20.8 22.2 23.4 24.0 27.5 29.7 29.1
Tax Revenue 12.2 13.0 12.9 11.4 10.6 11.3 12.7 15.3 15.6 16.2

Oil 1.3 2.2 4.2 2.5 0.9 1.5 1.8 3.7 4.0 4.1
Non-Oil 10.9 10.8 8.6 8.9 9.7 9.8 10.9 11.6 11.6 12.1

Non-tax Revenue 5,2 5,0 7,3 9,4 11,5 12,1 11,3 12,3 14,1 12,8
Oil 4.5 4.4 5.8 6.9 9.6 10.1 9.4 9.7 11.9 10.6

Royalties 2.4 2.8 4.3 3.1 6.4 7.4 8.2 8.8 11.2 9.5
PDVSA Dividends 2.1 1.7 1.5 3.8 3.2 2.8 1.2 0.9 0.7 1.1

Non-Oil 0.8 0.6 1.5 2.5 2.0 2.0 1.9 2.6 2.2 2.2

Source: The National Treasury Office, Compiled by the Government Finance Statistic Office

14 Tensions with foreign companies grew after 2007, as demonstrated by the sharp
increase in international arbitration cases presented to the International Centre for
Settlement of Investment Disputes (ICSID). From 6 cases filed between 1996 and
2006, the number skyrocketed to 33 between 2007 and 2014, with a number of
them concerning oil, notably with Conoco Philips. Venezuela eventually withdrew
from ICSID in 2012.
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societal pressures, is ultimately limited by their dependence on the
success of capital accumulation. It is above all in this sense that
their autonomy is only relative” (Panitch and Gindin, 2014).
Representatives of capitalist class organizations in both countries
would openly deny having confidence in the development model,
independently of the good profits they get from it, which explains
their unwillingness to invest. This is where the extractive sector
comes into play. As mentioned in Section 2, the rent captured by
the landlord state makes it structurally less dependent on capital.

5.2. Extractivism: obtaining the means

With varying intensity, pink tide governments in both
Venezuela and Ecuador rapidly faced repudiation from their
respective domestic capitalist classes, which in turn affected the
prospects for “the success of capital accumulation”, thereby
threatening the capacity of the states to maintain their autonomy.
The recovery of state autonomy amidst this confrontational
relationship with the capitalist class was made possible by a
transformation of the social property relation around hydro-
carbons. It also benefited from an important upsurge in oil prices
that increased the leverage obtained from the oil rent. It is in this
sense that the pink tide in both countries can be understood as
rentier.

Despite the 1976 nationalization of the oil sector in Venezuela,
public ownership of the resource only became formally inscribed
in 1999 in the constitution adopted under Chávez (Mora Contreras,
2002). As mentioned in Section 4.1, the sector had gone through a
process of opening up to private investment during the 1990s that
had diminished state control over the resource, while the public
company was gaining autonomy from the executive, becoming “a
state within the state” (Mommer, 2003, 1998).

With Presidential Decree 1510 enacting a new hydrocarbon law
in 2001, Chávez re-asserted the state’s property rights over the
resource and the state company. The share of state control in
companies with shared public-private ownership was increased to
greater than 50%, the royalties were increased from 16.66% to 30%
in traditional oil fields, and to 20% in heavy crude fields, while the
tax on profit dropped from 67% to 50% (Fontaine, 2010, p. 198).
More than just a quantitative change, it signaled a qualitative
change with regard to the property over natural resources. In
2006–7, in a second wave of nationalizations (Law-Decree 5200),
32 exploitation agreements signed between 1990 and 1997 were
declared illegal, and new contracts were signed with transnational
oil corporations to create public/private companies with majority
state control. All petroleum oil sales on international markets have
since then been controlled by the state.

The transformation of the social property relation with respect
to oil is evident in an analysis of state revenues. Indeed, although
tax revenues increased over this period (from 12.2% of the GDP to
16.2% between 1998 and 2007, Table 2), this increase is much less
Please cite this article in press as: T. Chiasson-LeBel, Neo-extractivism i
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important than the increase in non-tax revenue from the oil sector,
composed mostly of royalties (rent) from the resource, which
jumped from 2.4% of the GDP in 1998 to 9.5% in 2007. It is, then, the
recovery of rent in a context of increasing prices that led to the
significant growth of central government revenue (from 17.4% of
the GDP in 1998 to 29.1% in 2007, Table 2).

Despite growing tensions between the Venezuelan state and
private multinational oil corporations throughout this process,
especially during the second phase of nationalizations (2007–
2008), most decided to continue their activities in the country
(except for ExxonMobil and ConocoPhilips).14 Prior to the coup in
2002, some of these corporations were represented politically
through organizations affiliated with Fedecámaras. They formed
the new Venezuelan Hydrocarbon Association (AVHI, Asociación
Venezolana de Hidrocarburos) in 2003. This organization aims to
improve cooperation with the state in a context in which most
extraction is carried out in partnership with the state oil company,
while Fedecámaras can hardly maintain contact with state officials.
AVHI is the only organization of large employers that claims to
maintain a constant and fluid relationship with the state (Arenas,
2009; Venezuela-B2, 2013). The changing state position towards
the oil sector created a faction within the capitalist class composed
of the multinational oil corporations, which, despite its affinities
with Fedecámaras, maintains its distance in order to preserve the
quality of its relationship with the state.

In Ecuador, state ownership of non-renewable resources was
already included in the 1998 constitution, but laws to guarantee
that the revenue went to the state were lacking. Most exploitation
contracts signed in the 1990s were based on the low prices
prevailing during that period. The interim president preceding
Correa, Alfredo Palacio, attempted to increase the share earned by
the state by claiming 50% of the companies’ earnings from
“extraordinary” prices (those that exceeded the prevailing prices
when the contracts were signed). The 2008 constitution adopted
under Correa strengthens the position of the state by affirming that
it must benefit from the resources at least as much as the private
enterprises extracting them (Art. 408). Correa threatened to tax
extraordinary earnings at 99%, forcing a renegotiation of several
contracts, while others are still pending arbitration (Fontaine,
2010, pp. 199–201; “International Centre for Settlement of
Investment Disputes (ICSID),” 2015). The growing importance of
rent for the state is here again obvious. However, the increased
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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revenues in non-oil taxation at least partially offset the centrality
of rent for the state budget (see non-oil state revenue in Table 3).
Tax revenues are, in the end, more important for the public sector
than oil, but their relative change during the pink tide years (5.2%
since 2007) has been less important than oil (7.9%).

In both countries, the rentier state used the increased extractive
rent to reorganize class relationships in a controlling way. The rent
was invested in ways that would maintain production in spite of
capitalists’ consensus against the development model. Indeed, the
dynamic of the capitalist class tends towards a reinforcement of its
unity against the government and its economic policies. As a
representative of a Venezuelan chamber put it:

‘In the last 15 years, all sectoral discussion became subordinat-
ed to a more general discussion about the survival of private
business. One ought to remember that we are now confronting
a socialist regime . . . . When one faces such a challenge,
everything else is subordinated because there’s no economic
model to discuss, just the need for protection against a threat’
(Venezuela-B1, 2013).

Paradoxically, the most important period of GDP growth over
the last 25 years in Venezuela was from 2004 to 2008, between the
political crisis generated by the coup attempt in 2002–3 and the
world economic crisis. This growth was not generated by capital-
ists’ confidence in the development model, but by the state’s use of
rent to foster economic activity. As shown in Fig. 2, gross
investment in fixed capital—an indicator of investment—is driven
in Venezuela by the public sector, whose share in the total has
increased from 2002 on. Although less radical, the dynamic is
similar in Ecuador, as the public-private balance in fixed capital
formation went from 31.5%–68.5% in 2007 to 52.6%–47.4% in 2013
(Fig. 3).

In this context, small and medium producers became more
sympathetic to the pink tide governments, as their production is
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Fig. 2. Share of gross fixed capital formation by public and private sectors in
Venezuela, 1997–2010.
Source: BCV, table 7.1.13 (p for preliminary data).
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oriented towards domestic markets, and representatives of the
chambers of small and medium industries in both countries are
indeed more supportive of the pink tide governments (Ecuador-B9,
2012; Ecuador-B10, 2013; Ecuador-P1, 2012; Venezuela-B6, 2013;
Venezuela-B9, 2013).

Under left-wing governments, extractivism in Venezuela and
Ecuador has played a specific role vis-à-vis a major conflict
generated by the evolution of class relationships—namely, the
rejection of developmentalism by the capitalist class in the 1980s
and the difficulties in resuming growth while capitalists were
actively competing for rent, either with the popular class
(Venezuela) or between themselves (Ecuador), which led to
economic crisis and political instability. This instability was
notably exacerbated by the reaction of the popular sector to their
impoverishment in a context in which the channels of mediation
for their demands and their previous forms of class organization
had been undermined. It is in this context that rent was to play a
redistributive role.

5.3. The pink tide way of incorporating the popular sector

Extractive rent, in addition to being used to foster economic
activity and maintain state autonomy from the capitalist class, has
also been used for redistributive purposes by the pink tide
governments. This is what the “neo” in neo-extractivism generally
refers to. By reducing inequalities, the government improves the
living conditions of the popular sector and undermines the social
unrest that fueled previous uprisings. The effect of redistribution
can be seen in both Venezuela and Ecuador in the decrease in the
income ratio between the richest decile and the poorest four
deciles (Fig. 4) and in the reduction of the Gini coefficient of
income distribution (Fig. 5), both of which saw greater reductions
than the Latin American average for the period.
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Fig. 3. Share of gross fixed capital formation by public and private sectors in
Ecuador, 2007–2013.
Source: BCE (p for projections).
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Despite the effect of rent redistribution on inequality, not all
popular class organizations granted active support to the govern-
ment. Moreover, several direct and conditional cash transfer
programs (like the increase in the Human Development bonds in
Ecuador) and indirect support programs (such as subsidized
consumption goods) did contribute to diminishing inequalities,
but without empowering autonomous organizations of the
popular class.
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Fig. 5. Venezuela and Ecuador: Evolution of the Gini coefficient of income
distribution.
Source: CEPALSTAT. The marks only appear for the years for which data are
available.
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In its early years, the Chávez government created conflict with
the unions by trying to make labor conditions more flexible in the
oil sector to increase rent. Despite being previously weakened
during the neoliberal era, the unions in the oil sector became active
opponents to the government, bringing the main workers’
federation, CTV, along with them in supporting the 2002 coup
(Ellner, 2005, 2003a, 2003b; Rincón Noriega, 2005). Unlike with
the capitalist class, however, the CTV’s participation in the coup led
most of its members to leave. Despite surviving until today, some
of its current and former representatives recognize that it is a weak
organization (Venezuela-S2, 2013; Venezuela-S3, 2013). The
former CTV members rapidly founded the new National Workers’
Union (UNETE, Unión Nacional de Trabajadores).

Facing active opposition from the capitalist class (except from
some federations of small and medium enterprises), and with little
support from the existing organizations of the popular class (in
Ecuador, the Indigenous movements and the FUT were trying to
maintain their autonomy), the governments in both countries were
in the paradoxical situation of having to become increasingly
controlling to curtail the pressure from the popular class. Strong
opposition from both the capitalist class and the popular class at
the same time would likely have resulted in the destabilization of
the regime.

In response, Chávez and Correa’s political forces took action to
try to contain autonomous expressions and organizations of the
popular sector in order to limit the power of an autonomous
popular class. In Venezuela, UNETE epitomizes this situation.
Rapidly formed after the 2002 coup, it was weakened by internal
tensions between member unions eager to maintain a high degree
of autonomy vis-à-vis the government and those that were
decidedly pro-Chávez (López Sánchez, 2012; Venezuela-I2, 2013;
Venezuela-S4, 2013). UNETE is still an important actor in the labor
movement, but is smaller than the Bolivarian Socialist Workers’
Central (CBST, Central Bolivariana Socialista de Trabajadores).
Founded in 2011, the CBST is devotedly supportive of the
government, as illustrated by this quote by one of its main leaders:

‘The president [Chávez] asked us for an organization of workers
that would be at the service of the revolution, because if the
revolution is to benefit all the workers, the workers’ organiza-
tion needs to work as a function of the revolution, subordinated
to the revolution’ (Venezuela-S5, 2013).

The state’s relationship with the popular sector cannot be
limited to the organizations of the popular class. In Venezuela, the
evolution of the development model promoted by Chavistas
involves an important number of institutions relying to a great
extent on popular involvement and participation. These projects
cover a wide range of areas: missions are active in providing
education, delivering health care services, distributing subsidized
food, fomenting cooperatives, and so on, while community
councils mobilize around local development issues. There is no
room here to analyze all of these projects,15 but there is a central
concern that despite the real involvement of the population in
these participatory projects, their bureaucratic oversight, their
central source of funding (essentially derived from oil rent
captured and distributed directly by the executive or PDVSA),
and the absence of intermediary institutions allowing for the
collective empowerment of local collectives vis-à-vis the state,
leave little room for autonomy. As with enterprises taken over by
the state, there is a tension between democratization and
15 The debate on their nature is important (Goldfrank, 2011; Hawkins et al., 2011;
López Maya and Lander, 2011; Martinez et al., 2010; Wilpert, 2013, 2011).
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paternalism (Larrabure, 2014), and between constituent power
and constituted powers (Azzellini, 2014), when popular autonomy
is curtailed by the centralization of financial, institutional, and
organizational resources in the executive’s hands.

In Ecuador, the Correa government has not created the same
kind of participatory institutions. The Council for Citizens’
Participation and Social Control (CPCCS, Consejo de Participación
Ciudadana y Control Social) oversees most spaces of participation
within the state through merit-based competitions to select
participants. This process, rather than accepting representatives
chosen by autonomous organizations, purposely delinks the
selected citizens from their prior organizational affiliations to
make them accountable to the state. It is a process designed to
avoid corporatism, keeping autonomous social forces away from
the state decision-making process (Ospina Peralta, 2010).

Like in Venezuela, the Ecuadorian government is attempting to
control the terrain of worker and peasant organizations. The formal
labor movement saw some of its main union confederations,
notably pillars of the FUT, be divided by the creation of parallel
unions supportive of the government. For instance, the national
Public Sector Workers’ Confederation (CTSPE, Confederación de
Trabajadores del Sector Público), created in 2011, despite being
composed of a majority of unions from the public sector, invited
Correa to inaugurate its founding congress, and one of its main
representatives emphasized in a personal interview that the
defense of the revolution should be prioritized over the improve-
ment of working conditions (Ecuador-S4, 2012). In the informal
sector, the founding of Ecuador’s pro-government United Confed-
eration of Autonomous Workers (CUTTAE, Confederación Unitaria
de Trabajadoras y Trabajadores Autónomos del Ecuador) in 2011
surprised the long-time organization of street vendors, the United
Confederation of Retailers and Autonomous Workers (CUCOMITAE,
Confederacion Unitaria de Comerciantes Minoristas y Trabajadores
Autonomos del Ecuador (Ecuador-S7, 2012). The Indigenous
organizations witnessed something similar when the CONAIE
was informed that the state was evicting them from the building
that had hosted the organization since the early 1980s. Due to
significant national and international pressure, the CONAIE was
able to stay in the building, but a schism was simultaneously
created as Correa’s political party, Alianza País, announced the
formation of a new Indigenous organization, the Indigenous
Alliance for the Revolution (Alianza Indígena por la Revolución)
(Redacción Política, 2014).

Despite the similarities between both cases during the pink tide
period, characterized here as rentier-controlling states, the
stronger reaction of the capitalist class in Venezuela, including
the coup attempt, has pushed the Venezuelan state to exert more
control over the popular sector and to expend greater efforts to
curtail class autonomy. In comparison, the reaction of the capitalist
class in Ecuador, informed by the failure of their peers in
Venezuela, has been milder, and over the long term, their lobbying
strategies allowed them to resume their contacts with the
government. On the whole, this ended up leaving more space
for autonomous action for popular class organizations in Ecuador
compared to Venezuela. Ultimately, more autonomous popular
class organizations in Ecuador meant that they maintained a more
critical stance towards state policies, notably against its policies of
extending extractive activities.

6. Conclusion

Inspired by the dependency approach, this article helps explain
the changing role of the extractive sector by recasting it as part of
the evolution of state and social class relationships in Venezuela
and Ecuador. The function of the extractive rent is the result of a
balance of class forces. I thus contend that despite the continuities
Please cite this article in press as: T. Chiasson-LeBel, Neo-extractivism i
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of extractivism, the extractive sector has played a changing role
under different development models.

Under the ISI development model, extractive rent was used by
the state to foster industrial diversification in a way that was well
articulated with a corporatist organization of class relationships.
Extractivism, increasingly controlled by the state, was coterminous
with the institutionalization of class expression both on the
popular and the capitalist side. This ISI-corporatist development
model ended not only because of external economic constraints,
although these were certainly important, but also because of a
transformation in how the capitalist class perceived the role of the
state in development and the space it was prepared to allow for the
organizations of the popular class.

The ensuing period under the neoliberal-fragmented model
was marked by a confrontation in which the capitalist class refused
to engage in state-driven development and helped to actively
undermine the capacity of the working class to organize. Over
time, this led to the increased control of the capitalist class over the
state, either in a centralized mode (Venezuela) or in a more
competitive one (Ecuador). The capitalist class was able to
implement liberalization, notably in the financial sector, which
resulted in banking crises in both countries (1994 in Venezuela and
1999 in Ecuador), with the state having to channel the rent to
rapidly bail out the banking system. Simultaneously, the fragmen-
tation of the popular classes resulted in disruptive moments that
shook the regime and generated phases of political crisis. The
decline of the popular class was delayed for about a decade in
Ecuador by the rise of the Indigenous movement, which coalesced
social movements and formed a class able to undermine the
building of a hegemonic neoliberal model. Nevertheless, the
contribution of the extractive sector to the state budget dropped,
and thus so, too, did the capacity of the state to redistribute wealth.
Increasingly, in both countries, the extractive sector was becoming
a vehicle for private accumulation, and even more, its privatization
was becoming a way to signal to transnational capital that the state
was accepting the rules of globalization.

The pink tide in Venezuela and Ecuador, with its neo-
extractivist, rentier-controlling model, is a response to neoliberal-
ism that uses extractive rent to recover state autonomy and build a
new class equilibrium. This perspective sheds light on the
perpetuation of the extractive imperative, as the recovery of state
autonomy relies on a reconfiguration of social property relations
with respect to the extractive sector. Despite capitalists’ reluctance
to invest, extractive rent allows the state to foster economic
activity and pursue redistribution in ways that increase internal
consumption and reduce inequality. Nevertheless, this model also
requires the capacity of governments in both countries to foster
subservient organizations in order to at least partially curtail the
popular class.

The comparison between Venezuela and Ecuador elucidate the
fact that a more united capitalist class in Venezuela has reacted
much more aggressively to the state’s recapture of rent, most
notably by actively leading a coup. This, in turn, led to a more
radical reaction from the government, which eventually imple-
mented a greater state takeover of enterprises across the country.
Comparatively, the more fragmented capitalist class in Ecuador has
reacted less aggressively, and the milder subordination of popular
sector organizations leaves more room for autonomous organiza-
tions.

Acknowledging the function of extractive rent in supporting the
pink tide’s rentier-controlling development model should direct
our concern towards ways to strengthen broad and autonomous
convergences of the popular sector—referred to here as the popular
class—that can push back against the capitalist class. Strengthening
the popular class faces important challenges when poverty and
inequality make resource rent an attractive quick fix. The use of the
n Venezuela and Ecuador: A weapon of class conflict, Extr. Ind. Soc.
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rent for redistribution, aside from its economic risks and
environmental damages, can foster clientelism—the distribution
of goods in exchange for political support—and undermine the
unity of an autonomous popular class. Moreover, the socio-
environmental impacts around extraction sites also generate
tensions, with the affected communities being unlikely to endorse
extractive projects that are otherwise supported by the population
at large. Governments can manipulate this tension and present
extractivism as an imperative used to undermine class solidarity by
pitting the beneficiaries of rent redistribution directly against
those affected by extractive activities. Although several studies are
concerned with the impact of resource extraction on the social
conflicts surrounding extraction sites, more research needs to be
focused on the impact of extractivism on country-wide class
solidarity.

Overall, studying class conflicts in resource-rich societies
allows us to go beyond the determinism often associated with
natural resources to offer a different understanding of the changing
function that the extractive sector plays within different develop-
ment models. It also contributes to understanding why extracti-
vism seems to be an imperative for governments otherwise
promising a new form of socialism.
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