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Outsidethe classroom: Repercussions for the
Venezuelan economy.

Previously, in Ecoanalitica, we have estimated the effect that the COVID-19 pandemic
would have on the Venezuelan economy?l. 2020 has been the year of the greatest
economic contraction in the last eight years (-31.2% in 2020 according to our estimates)
after 2019. However, the aftermath of the pandemic has not disappeared, neither
nationally nor internationally. Beyond that, the precautionary measures and containment
of the virus changed the way we live and organize ourselves. One of the most dramatic
changes was the shift from work and home-learning.

Under the conditions in Venezuela when the pandemic hit, it was known from the
beginning that the challenges of carrying out daily activities remotely would not be trivial.
Students are not exempt from this situation. In this report we will discuss the implications
that the COVID-19 pandemic has had on education in Venezuela and how this may affect
the country economically.

Hand in hand with the crisis

Education’s economic impact (in quality and quantity) is notorious, particularly in the area
of economic growth. The economic literature (Bernal Montoya (2017)2) has found a
positive correlation in the levels of education and economic growth of a country. For more
than 20 years, Lucas (1988)3 established the importance of human capital for economic
growth, as well as Guisan and Neira (2001)4, where human capital is considered, together
with physical capital, a conditioning factor of economic growth.

! Weekly Report N° 9. (2020). No one is immune to fear: Coronavirus economic effects.

Weekly Report N° 10. (2020). The bubble in quarantine: How will the COVID-19 impact our economy?
Weekly Report N° 11. (2020). COVID-19 reloaded: Numbers in containment times.

Outlook Report N° 3. (2020). Between dangerous stability and a silent transformation.

2 Bernal Montoya, M. (2017). La Educaciény el Crecimiento Econdémico: Caso empirico del Modelo de
Solow. Final degree thesis.

% Lucas, Robert E., Jr. (1988). On the Mechanics of Economic Development. Journal of Monetary
Economics, vol. 22, 3-42. University of Chicago.

4 Guisan, M. & Neira, I. (2001). Education and Growth: A World Perspective 1960-99. Economic Studies of
International Development, vol. 1. University of Santiago de Compostela.
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Due to the deep political, economic and social crisis that Venezuela has been going
through for more than five years, all areas of public policy have been affected, being
education one of the most affected, suffering different educational problems®: school
backwardness, stagnation of educational coverage, deficit of teaching staff, deficit of
infrastructure, equipment and endowment, low level of learning in children, among
othersé. Thus, the economic risks related to education in Venezuela are significant. In
fact, the significant deterioration of the main indicators of educational coverage and
quality, led the National Assembly in September 2018 to declare the education sector in
emergency condition’.

Education spending and GDP per capita correlation
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Sources: OECD and Ecoanalitica.

Additionally, for four years now, more than 5.6 million Venezuelans have left the country
in search of better opportunities. Among these people, approximately 86.0%8 were part
of a population with active working age that represented important human capital for the

> ENCOVI. (2019-2020). National Survey of Living Conditions: Education.

® Debates IESA. (2021). El sistema educativo venezolano en terapia intensiva.

" Runrun. (2018). Asamblea Nacional declara la “emergencia compleja” del sector educativo.
8 Presentation ENCOVI2021.
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country. The loss of talent has implied many challenges for the local business community
and presents many more challenges for the possible reconstruction of the country.

The numbers are not trivial

COVID-19 represents one more threat in the picture. Although this phenomenon is still
occurring, there are already previous studies that analyze the consequences of
interruptions in schooling. Ichino & Winter-Ebmer (1999)° study the effects of school
disruption during World War I, using data from Austria, Germany, Switzerland and
Sweden. The authors found that 10-year-olds during the war were less likely to pursue
university studies. This, in turn, led to lower incomes compared to those children who did
not experience childhood during the war. These total income losses lead to losses of
0.36% of German GDP and 0.67% of Austrian GDP in 1986, and these effects are still
present 40 years after the end of the war.

Jaume & Willén (2017)10 study interruptions due to teacher strikes in Argentina. Here they
find that the average number of days lost per year due to teacher strikes (88 days)
reduces labor market earnings by between 2.22% and 2.99% for people aged 30-40. Itis
suggested that the annual losses from these absences represent USD 712 million, which
is equivalent to increasing the income of Argentina's primary school teachers by 19%.

Unfinished learning due to COVID-19

Dorn et al. (2021)11 call this phenomenon of classes’ loss an "unfinished learning"
process. They take available U.S. data to estimate the approximate economic costs of
the effects of COVID-19 on education. They find that school students were on average
five months behind in numeracy subjects, and four months behind in language subjects.
In figures, this represents that students will earn between USD 49,000 and USD 61,000
less in their lifetime due to the impact of the pandemic on schooling. This would equate
to between USD 128 bilion and USD 188 billion each year as each graduating class
enters the workforce.

°Ichino, A. & Winter-Ebmer, R. (1999). The Long-Run Educational Cost of World War Il. An Example of
Local Average Treatment Effect Estimation. European University.

10 Jaume, D. & Willén A. (2017). The Long-run Effects of Teacher Strikes: Evidence from Argentina.
National University of La Plata, CEDLAS.

' Dorn, E., Hancock, B., Sarakatsannis, J. & Viruleg, E. (July 27, 2021). COVID-19 and education: The
lingering effects of unfinished learning. McKinsey.
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Schools closed due to the COVID-19 pandemic

Sources: UNESCO and Ecoanalitica.
Note: The map represents the number of days schools have been closed due to the pandemic. Darkest
countries are the ones that have been closed for more days.

Azevedo et al. (2021)12 study the effects of school closures resulting from containment
measures. Overall, school closures for five months can result in losses of USD 10 trillion.
Similarly, the work by Engzell, Frey & Verhagen (2020)13 with data specifically from the
Netherlands concluded that the losses of this unfinished learning become greater and
greater the longer the time away from the classroom. However, in any case, the effects
are long-lasting and if not mitigated immediately could lead to significant losses of human
capital.

Against the tide
It is estimated that the closure of educational institutions as a result of the pandemic has

affected 91.3% of the global student population, representing more than 1,500 million
students!4, of which 137 million belong to Latin America and the Caribbean'>. According

2 Azevedo, J., Hasan, A., Goldemberg, D., Geven, K. & Aroob, S. (March 17, 2021). Simulating the
Potential Impacts of COVID-19 School Closures on Schooling and Learning Outcomes: A Set of Global
Estimates. World Bank.

B Engzell, P., Frey, A. & Verhagen, M. (October 26, 2020). Learning loss due to school closures during the
COVID-19 pandemic, StanfordUniversity.

4]esalc. (2020). EI COVID-19y la Educacion Superior: Impacto y recomendaciones.

5 Unicef. (2020). En Venezuela, los maestros se adaptan a un mundo COVID-19.
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to the most recent figures from UNESCO16, in Venezuela almost 9 million students are
still affected by their closure, which means an increase of 13.8% compared to the 7.9
million students affected at the end of 2020%".

Affected students by school closures due to COVID-19
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Note: Schools in countries with (*) are fully open. Specifically, in Nicaragua, the total opening of schools began on
June 1st, in Uruguay on June 28th and in Colombia on July 12th. Data updated till September 28th.
Sources: UNESCO and Ecoanalitica.

Some educational units sought to continue their activities remotely, but according to the
Venezuelan Observatory of Public Services (OVSP), 66% of the population did not have
direct access to internet connection when the quarantine began. While 82.6% of
organizations in the education sector reported having access to social networks to
develop continuity of learning during the pandemic, 69.6% did not have access to mass
media to deliver the desired content (lack or failure of the internet, for example)18. By the
end of last year, Venezuela was the country with the second worst internet worldwide.

In spite of repeated declarations by the Executive to resume the face-to-face modality in
educational institutions in October, the most recent increase in cases, the Delta variant

16 UNESCO. (2021). Education: From disruption to recovery.
7 Unicef. (2020). Situation Report: Annual.
18 Education Cluster. (2020). Mapping capacities for educational response to COVID-19.
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and the complex conditions of the services make it very difficult to continue classes during
the pandemic. Education loses effectiveness when the necessary resources are not
available for a full knowledge fixation, nor is there the possibility of attending classrooms
in person, facts that will inevitably be reflected in the future human capital of the country,
a fundamental piece to contribute to its development.

Economic Implications

Looking at the broader picture of the Venezuelan situation, the limitations on academic
training today generate a “snowball” effect with respect to future economic development,
adding to the pre-existing loss of talent that has taken place in recent years. In this regard,
the country's economic growth in the medium and long term is compromised on several
fronts: not only do professionals who have the tools and knowledge that could contribute
to increasing Venezuela's productivity and production continue to emigrate, but the recent
increase in student dropouts may imply a reduction in the skilled labor force.

It is difficult to propose an optimistic scenario for Venezuela given the observed trend
regarding the impact of unfinished education on low-income groups located in less
developed urban areas during the pandemicl®. Multidimensional poverty estimated for
2021 is 65.2%29, and if educational problems in Venezuela are not addressed, losses in
five or ten years could be higher than 2.0% of potential GDP.

However, the reality concerning other aspects that are fundamental for the reintegration
of children and young people into the education system cannot be isolated. Public
services, school infrastructure and food security are some of the main elements already
contributing to low student participation. Achieving competitiveness in terms of a national
education system would require not only an extraordinary effortto guarantee biosecurity
in classrooms or an efficient remote connection, but also to solve the problems inherent
to the precariousness in the other areas that affect the most fundamental aspects of
students' daily lives.

Corina Fung
Mariana Fernandez
Maria Paula Matheus
Michelle Garban

¥ Dormn, E., Hancock, B., Sarakatsannis, J. & Viruleg, E. (July 27, 2021). COVID-19 and education: The
lingering effects of unfinished learning. McKinsey.
% presentation ENCOVI 2021.
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WEEKLY INDICATORS

Weekly Economic Indicators

Weekly chg.  Depre/Apre
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FX Boards

4,142,909.0 26 26
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Weekly chg.  Annual chg.

3rd Week September
P (PP) (J9))

Lending Interest

Rate (%) 56.6 21 17.8

Weekly chg.  Annual chg.

5th Week September
P (op) (o)

Overnight Interest

Rate (%) 173.9 24.6 -52.6

4th Week September Weekly chg.  Annual chg.

(%) (%)
International
Reserves 11.3 0.01 77.6
(USD Bn)
Weekly chg.  Annual chg.
3rd Week September %) %)
Monetary
Liquidity 2,510,986,366.3 34 1,152.1
(MM VES)
Price of International Oil Baskets (USD/bl)
Weekly chg.  Annual chg.
3rd Week September %) %)
WTI 71.7 3.9 80.9
Brent 74.1 29 80.6
Price of the Venezuelan oil basket (USD/bl)
Weekly chg.  Annual chg.
5th Week July (2020) %) %)
Weekly Average 224 0.0 -61.9
Annual Average 28.8 -0.7 -51.7

Sources: BCV, MENPET, ONT and Ecoanalitica
* Annual variation of accumulated expenditure.

! Depreciation (+)/Apreciation (-)

2 FX Borads' average exchange rate
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CHART OF THE WEEK: “PERSEVERANCE IN BABY STEPS”.

Change in the global level of traded services
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Sources: World Trade Organization and Ecoanalitica.

Although the well-known process of economic recovery from the COVID-19 pandemic
has begun, figures recently released by the World Trade Organization (WTO) on the
global level of services trade corroborate the current difficulty in restoring export and
import activities to pre-pandemic levels. While global services trade began to slow down
in mid-2019, the coronavirus crisis caused the level of services trade to decline, with
negative changes in the first quarter of 2020. For the following quarter, the most
significant variation within the illustrated period was reported, equating to a year-on-year
decline of 26.3%.

According to the WTO, ICT (information and communication technologies), financial, air
passenger transport and container shipping services have increased from the levels
evidenced throughout the recent crisis, but remain below their pre-pandemic levels. In
fact, "construction” is the only item that has contracted further in the recent period. While
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it is true that levels of services trade activity have progressively improved, the Industry
has not shown the same resilience as it did after the Great Financial Crisis, when services
trade improved at a better pace than goods trade. Although a decline in services trade
activity of 13.9% was reported for the first quarter of 2021 compared to the first quarter of
2020, the year-on-year change reported for the following quarter of 2021 is indeed
expected to be positive given the critical levels reached during the same period in 2020.
However, it should be considered that as the pandemic persists, the path to restoration
of services trade will be longer.
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ECONOMIC TIPS

COVID-19 in Venezuela. According to government figures as of September 30%, the
country has 366,150 registered cases of the coronavirus and 4,443 deaths. According to
OurWorldinData, as of September 27t an estimated 33.9% of the population had
received at least one dose of vaccine.

Unconfined against the pandemic. The week of 27 September to 3 October was
managed under relaxed containment measures, in accordance with the "7+7" scheme
with which the national authorities have approached the pandemic. During this week,
containment measures were relaxed and all sectors of the economy maintained their
activity following the relevant biosecurity standards.

Free... Just like last year, Nicolas Maduro hinted at the possibility of decreeing an eight-
week easing of the COVID-19 quarantine, from November 1stto December 31st, and also
promised tax exemptions for the country's small entrepreneurs in order to increase the
income of merchants during the Christmas holidays.

...but with a great exclusion. The president warned that Caracas could be left out of the
start of on-site classes and the proposed economic easing if the accelerated number of
contagions, which has already reached an average of 90 per 100,000 inhabitants, which
is more than triple the national average, is not controlled; however, he did not announce
any special short-term measures for the capital.

More vaccines, but not approved. Cuba's Center for Genetic Engineering and
Biotechnology (CIGB, in Spanish) reported that a shipment of the Abdala vaccine
candidate, not yet approved by the WHO, has been sent to Venezuela. However, the
CIGB did not provide details on the number of doses that will arrive in the country,
reported Prensa Latina news agency.

Different baskets... The food basket of 60 basic products stood at VES 953,909,306.87
in the month of August, according to the Center for Workers' Documentation and Analysis
(Cenda, in Spanish). With respect to July, the basket increased 17.8%, which represents
an increase of 0.7 percentage points when compared to July's variation with respect to
June.

..with increases in common. The Survival Basket, which contains a caloric load
corresponding to 60% of the weekly food needs for a family of four, stood at VES
90,387,500 during the week of September 241, representing a variation of 0.08% in
bolivars and 3.45% in dollars with respect to the previous week.
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Braking the downturn? According to the president of Fedecamaras, Carlos Fernandez
Gallardo, by the end of this year there could be an economic growth between 0.8% and
1%.

Under the magnifying glass. The Subcommittee on Education and Educational
Communities of the National Assembly (AN) and the Ombudsman's Office held a new
working table in which they agreed to supervise private schools that have been
denounced for "excessive charges of tuition and monthly fees" for the 2021-2022 school
year.

Changes? Vice President Delcy Rodriguez announced the appointment of Roméan
Maniglia as the new president of the Central Bank of Venezuela, noting that the decision
was made in line with the plans "to consolidate the digital bolivar” that will come into effect
on October 1st.

Bonuses and more bonuses. This week, the "Food and Transportation" bonus began
to be distributed to active and retired beneficiaries of the education sector subscribed to
the Patria Digital platform. The amount to be received is equivalent to USD 11.4 at the
official rate of the BCV for September 23,

OIL TIPS

Tying ties (I). Venezuela and Iran reached an agreement that in theory would allow the
national oil companies of both countries to carry out swaps for an initial period of six
months.

Tying ties (II). According to Reuters, the first of these transactions was completed on
September 27t, with PDVSA receiving 2.1 million barrels of Iranian gas condensate after
having previously sent 1.9 million barrels of heavy crude to its counterpart.

Tying ties (lll). Although the competent authorities of Venezuela and Iran have not
commented on the matter, the U.S. Treasury Department explained that this bilateral
agreement could lead to possible sanctions in addition to those already established on
the governments of both nations.

Greater transparency (I). On September 27th, S&P Global Platts announced that, in
October, they will begin publishing monthly carbon emissions intensity and daily carbon
offset premium metrics for 14 of the world's largest oil fields.
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Greater transparency (IlI). According to Platts, the proposal results from a need for
greater transparency in the market. According to Deb Ryan, representative of the firm,
the generation of awareness about the value of these indicators "will accelerate
investment in projects that will reduce or avoid the emission of greenhouse gases for the
future”.

Disuse and readjustment (l). China's state-owned refinery system was subject to a
decline in monthly usage from 84% to 82% from August to September. In addition, S&P
Platts reported that the pattern of disuse was also observed in the country's private
refineries. This fact is indicative of a foreseeable drop in the level of Chinese oil
production.

Disuse and readjustment (Il). In addition to the downward trend that has driven the
country's oil industry's production capacity for 15 months, Sinopec and Sinochem have
ordered the readjustment of their crude processing levels in September because of
maintenance. PetroChina has made similar adjustments due to the limited export quotas
allowed.

Intercontinental strategy. Ecopetrol, Colombia's state-owned oil company, will open a
new marketing office in Singapore in early 2022, as Asia has become its main market.
Currently, 63% of the firm's total crude exports are directed to the Asian market, up from
18% in 2008. With the opening of the branch, Ecopetrol expects to serve especially the
Chinese, Indian and Southeast Asian demand.

Demand in the next decade. Vitol, an energy trading company, projects that global crude
oil demand will continue to grow even once the next decade begins. One of its
representatives, Mike Muller, commented that "the consensus is that we are heading
towards something like 110 mb/d in the early to mid-2030s, at the Asia Pacific Petroleum
Conference international event held on September 27th-29th",

An unusual shortage. The oil company BP announced that about 30% of all its petrol
stations in Britain are out of service due to supply shortages. On September 26, the
government took action in response to the nervous buying of fuel by temporarily
suspending competition laws and promoting collaboration between firms to ease
shortages.

New government, new risks. Peru's Prime Minister, Guido Bellido, said that companies
that exploit liqguefied gas in the country will have to assume higher taxes or risk
nationalization. Regarding the largest gas exploitation consortium in Peru, the Camisea
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Consortium, Bellido commented that they will have to "renegotiate the distribution of
income in favor of the State".

SECTORAL TIPS

Some in favor... The first vice-president of Conindustria, Francisco Acevedo, said that
the union supports the decision of the Executive to maintain an extended flexibilization
for November and December, and stressed that this should not be limited to the
Christmas period, since continuing with the 7+7 scheme slows down the economic
reactivation in the country.

and others against. The president of the Venezuelan Medical Federation (FMV, in
Spanish), Douglas Ledn Natera, considers this measure dangerous, stating that "It is
another health blunder when Maduro's administration has been warning of an increase in
cases of contagion and deaths" and assures that "The economic development of a
country is not achieved with a temporary measure of two months".

There is equipment. Mario Labella, president of the Venezuelan Association of Medical,
Dental, Laboratory and Related Equipment (Avedem, in Spanish), said that to support
respiratory treatments for COVID-19 and pathologies related to oncology, gynecology,
traumatology and blood bank, more than 15 companies affiliated to Avedem have
inventories 100% "up to date".

Tourists from Azerbaijan. The Minister of Tourism, Ali Padrén, affirmed that the arrival
of visitors to the state of Nueva Esparta are not only of Russian nationality, but also
Azerbaijani, and assured that they are working with several countries to initiate operations
that will benefit the country and "circumvent the blockade".

Banking balance sheet (l). According to official figures from the Superintendence of
Banking Sector Institutions (Sudeban, in Spanish) for July, Venezuelan banks have
closed 108 offices and reduced their consolidated payroll by 16.6% in one year, which is
equivalent to 7,480 job losses.

Banking balance sheet (ll). Since 2019, the branch network has been reduced by
60.8%, as out of 7,400 branches only 2,902 remain partially operational, thanks to the
implementation of the 7+7 scheme; in addition, the ATM network has been reduced by
24.2%, i.e. 796 units. Since 2014, 7,050 units have gone out of service, a reduction in the
ATM network of 74% in seven years.
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Good news at last. According to the president of the Venezuelan Confederation of
Agricultural Producers Associations (Fedeagro, in Spanish), Celso Fantinel, there was a
20% increase in the planting of white and yellow corn for the winter cycle, as they
managed to plant around 190,000 hectares, 36,000 hectares more than last year.

Only 5%. The president of the Chamber of Industrial and Customs Merchants of the state
of La Guaira, Rusvel Gutiérrez, informed that of the 1,200 customs agents that work in
the Central Coast through the air and sea customs of Maiquetia, there are only "about 60
customs agents in an administrative and operative continuity”, in import and export
procedures.

Optimistic expectations... According to the business survey of the Venezuelan
American Chamber of Commerce and Industry (VenAmCham, in Spanish), 54% of
executives believe that inflation after the new monetary expression will be lower than that
reported before the implementation of the new monetary expression.

..but from whom? These results were obtained thanks to the participation of
approximately 90 executives, 72% of who manage and/or work in small and medium-
sized companies, and 53.9% of whom were from the Services sector; 31% from
Manufacturing; 10.5% from Commerce and 4% from other economic activities.

Figures given. According to Francisco Lopez, president of the Venezuelan Chamber of
Real Estate (CIV, in Spanish), the secondary market of the real estate sector grew by
12.5% in the first half of this year, and by the end of this year it is expected to achieve a
growth of more than 20%.

Longing for a return. Gipsy Pineda, president of the Tachira Chamber of Tourism,
requested the resumption of the Maiquetia-La Fria air route to stimulate domestic tourism
in the state, with at least one flight per week, and said that the business association is
willing to talk to the authorities to reach an agreement to open the border with Colombia.

POLITICAL TIPS

They must show the options... Organizations dedicated to electoral oversight warn that,
with only two months to go before the regional elections on November 21st, the National
Electoral Council (CNE,in Spanish) still owes voters a debt in terms of an adequate
information and education campaign.
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..to inform and educate. According to organizations such as Sumate and Voto Joven,
they point out that in the campaign, the CNE should show the electoral options (list of
candidates and government programs) and teach how to vote, instead of just promoting
the so-called "tubed vote" through partisan cards.

Because of the attack on migrants. Nicoas Maduro ordered the activation of the “Vuelta
a la Patria” plan for the repatriation of Venezuelan citizens in Chile. The information was
released by the Vice President, Delcy Rodriguez, a day after a group of Chilean
protesters burned the belongings of migrants.

A great example to democracy... David Uzcategui and Carlos Ocariz did not reach
agreements, and each is a candidate for governor of Miranda for different opposition
parties. Uzcategui is from Fuerza Vecinal and Ocariz from the Mesa de la Unidad
Democratica (MUD, in Spanish).

...and a big dispute. Uzcéategui, on his Twitter account, indicated that democracy had
suffered a hard blow. "In the best dictatorial style a candidate is imposed in Miranda who
did not accept to be measured in primaries and lost the polls," he said. On the other hand,
Fuerza Vecinal, denounced that the MUD is blackmailing the mayors who belong to the
party. He assured that he demands that they renounce their card in order to support them.

Absence... The start of the third round of negotiations in Mexico between the Venezuelan
government and the opposition, which was scheduled for September 24th, was postponed
due to the absence of the delegation of President Nicolas Maduro, confirmed both parties.

...because of a delay. Maduro's delegation arrived on September 25t in Mexico.
Although the government did not justify the absence, Vice President Delcy Rodriguez
blamed the U.S. ambassador of the country, James Story, for giving orders to the
opposition "about what to do at the dialogue table".

Concerns (I). The Prime Minister of Norway, Erna Solberg, expressed her concern about
the "serious human rights violations" registered in Venezuela. The official recalled in her
speech the importance of democratic transitions and cited as an example the handover
of power that will take place this year in her country.

Concerns (lIl). Similarly, the general coordinator of the NGO Provea, Rafael Uzcategui,
urged the UN Human Rights Council to follow up and demand that acts of intimidation
and reprisals committed against human rights activists in Venezuela be investigated.
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After the statements. The Norwegian delegation that arbitrates the dialogue between
the Government and the opposition in Venezuela, reaffirmed its "impartiality” in the
process after Erna Solberg expressed concern about human rights in the country.

Unauthorized... The Government of Colombia denounced that a Venezuelan drone
made an unauthorized incursion into its territory in the border department of Arauca and
repulsed this fact because it is a violation of the sovereignty of that country.

...followed by accusations.... This incursion happened in the same week in which
General Domingo Hernandez Larez, strategic commander of the Bolivarian National
Armed Forces, affirmed that they have data showing that a Colombian military drone
violated Venezuelan airspace, a factthat was denied by Colombian authorities.

...and denials. The Venezuelan Defense Minister Vladimir Padrino Lopez, dismissed the
complaint of the Government of Colombia. The official asked the Colombian authorities
seriousness and said that "they are looking very bad" with the complaint, which he
compared to a fictional movie.
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