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or years, the media and the U.S.
government have repeated a fa-
miliar refrain: that the regime of
now-ailing Venezuelan strongman Hugo
Chavez, however annoying, poses no seri-
ous threat to the national security of the
United States. Compelling evidence, how-
ever, suggests otherwise. Under Chavez,
Venezuela has systematically opposed
U.S. values and initiatives throughout the
Western Hemisphere and the world in
general. It has tried to influence political
events in other Latin American countries,
sometimes successfully. It has supported
guerrilla movements and terrorist orga-
nizations in other countries (most nota-
bly Colombia). And it has facilitated the
activities of drug traffickers active in the
region, even as it has destabilized the re-
gional szatus quo through massive military
purchases.

The most dangerous threat to the U.S.
from Venezuela, however, results from its
facilitation and encouragement of the pen-
etration of the Western Hemisphere by the
Islamic Republic of Iran. Since 2005, with
Venezuela’s assistance, Iran has created an
extensive regional network of economic,
diplomatic, industrial and commercial
activities, with significant effect. The sum
total of Iran’s declared investments in the
region now stands at some $20 billion,
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at a time when the Iranian economy it
self is in exceedingly poor condition.! The
depths of Iran’s involvement in the West-
ern Hemisphere are all the more surpris-
ing—and significant—given that there is
no historical or cultural afhinity whatso-
ever between Iran and the countries on
this side of the Atlantic. Nevertheless, the
Iranian regime in recent years has exhib-
ited an unprecedented level of interest and
involvement in the region, facilitated by
its burgeoning strategic partnership with
Caracas.

HOW CARACAS HELPS
TEHRAN

The most visible and pervasive feature of
Iran’s regional presence stems from its
extensive web of economic contacts, us-
ing Venezuela as a beachhead. In April of
2009, Iranian President Mahmoud Ahma-
dinejad and Venezuelan President Hugo
Chavez met in Tehran and inaugurated
a binational Iranian-Venezuelan develop-
ment bank. The institution, erected via an
alliance between the Banco Industrial de
Venezuela and Iran’s Development and Ex-
port Bank, was established “with the aim
of supporting joint economic, industrial
and mining projects as well as speeding
up the current projects” between Tehran
and Caracas, [ranian state media reported
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at the time.? It likewise has facilitated the
formation of an entirely Iranian-owned
bank, the Banco Internacional de Desar-
rollo, as well as a binational investment
and development fund and the opening in
Caracas of offices of Iranian commercial
banks.> In addition, many promises have
been made
by Iranian
officials

The depths of Iran’s involvement

ship with Venezuela effectively provides it
with an ancillary avenue through which it
can access the international financial sys-
tem despite Western pressure.

The second purpose is to facilitate the
funding of radical organizations and guer-
rilla  move-
ments in the
Hemisphere.
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This economic activism serves several clear
strategic purposes for the Iranian regime.
First, it allows Tehran to circumvent fi-
nancial sanctions imposed by the United
States, the European Union and the Unit-
ed Nations through the use of the Venezu-
elan financial system. In doing so, Iran is
exploiting an existing loophole in the ap-
plication of U.S. economic penalties. To
date, the U.S. Treasury Department has
sanctioned several Iranian banks and vari-
ous individuals. So far, however, it has not
imposed similar restrictions on any Ven-
ezuelan banks. As a result, Iran’s partner-

the organiza-

tion’s involve-
ment in a range of illicit activities, from
drug trafficking to money laundering.*
(In 2008, for example, the Bush Admin-
istration accused Venezuelan diplomat
Ghazi Nasr al Din and Venezuelan-Arab
businessman Fawzi Kanan of laundering
money as well as facilitating the travel of
Hezbollah members from Iran to Ven-
ezuela’) In the last few years, scholarly
analysis has also revealed the use of radi-
cal mosques in Caracas and elsewhere in
Venezuela as a hub for Hezbollah fund-
raising activities, and more notably the
existence of Hezbollah “support cells” on

Margarita Island.® Hezbollah likewise is
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known to have opened numerous mili-
tary camps inside Venezuela, as well as in
South Lebanon, with the express purpose
of training young Venezuelans to attack
American targets.

Iranian sponsorship is not limited to
Hezbollah, however; Hamas and even
al-Qaeda have also benefited from Ira-
nian/Venezuelan sponsorship, especially
in fundraising from the Islamic com-
munities in various regional states.® Lo-
cally, Iran has also aided the Colombian
FARC guerillas through the provision of
arms and training in both Iran and Syria,
conducted by the Iranian Revolutionary
Guard Corps and its elite paramilitary
unit, the Quds Force.’

Finally, these linkages establish the eco-
nomic framework necessary for Iran’s geo-
political expansion into the region, and its
investment in several key strategic sectors.

These include:

Industrial and mining
The Iranian regime has acquired vari-

ous “industrial” installations throughout
Venezuelan territory, including a “tractor”
factory in Bolivar state, a “cement” plant
in Monagas, a car assembly plant in Ara-
gua, and a bicycle factory in Cojedes.”’ In
reality, at least some of these installations
have been identified as having been used
for illicit purposes (such as the storage of
drugs, weapons, and other items) benefi-
cial to Iran and its client organizations,
particularly Hamas and Hezbollah." In
addition, the Islamic Republic has se-
cured control of a gold mine in Bolivar
state which is reported to also produce
uranium.'” Extensive tuna processing fa-
cilities, corn processing plants and a dairy
products plant have been purchased by
Iran in Sucre, Barinas, Yaracuy, Guarico
and Zulia.”

Transportation

Since the Venezuelan government now
controls all of the country’s airports and
ports, there is no way of knowing what is

entering or leaving the country other than
what the government itself discloses. Nev-
ertheless, certain telltale activities relating
to the burgeoning Iranian-Venezuelan re-
lationship can be observed. They include:
e Weekly flights connecting Caracas
and Tehran, stopping in Damascus. These
flights, which are alternately Conviasa and
IranAir flights, although ostensibly com-
mercial, accept no commercial passengers
or freight and land and unload official
passengers and cargo without any immi-
gration or customs controls.™

e Illicit shipping of armaments and
other prohibited goods. On December 30,
2008, for example, Turkish authorities in-
tercepted 22 containers marked “tractor
parts” in the port of Mersin—a shipment
that in fact contained materials for mak-
ing bombs and other weapons, bound from
Iran to Venezuela.” The Iranian shipping
line (IRISL) was subsequently blacklisted
by the U.S. government, which caused
the Iranian government to form dozens
of new shell companies to circumvent the
sanctions (many of which have been sanc-
tioned in turn).

Energy
Cooperation in energy lies at the heart of

the economic ties between Caracas and
Tehran. The Venezuelan state oil com-
pany PDVSA and Iranian state oil com-
pany PetroPars, for example, have formed
a joint venture for the exploration of a
block in Anzoategui state.'® Likewise,
the Venezuelan petrochemical company
PEQUIVEN and the National Petro-
chemical Company of Iran have formed
a joint venture to manufacture plastics
in Zulia state and construct a new petro-
chemical plant in Iran, supposedly with
Venezuelan technical advice.” Most sig-
nificantly, Venezuela has announced that
it will ignore international sanctions and
supply Iran with gasoline—a move that
weakens U.S. efforts to pressure Iran by
leveraging its deep dependence on foreign
refined petroleum.'

Technical Assistance
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In exchange, Iran has provided key tech-
nical assistance to Caracas in the areas
of defense, intelligence, security, energy
and industry. Among other initiatives, it
has agreed to build an explosives plant
in Carabobo state, and is known to pro-
duce weapons in the “tractor” factory in
Bolivar.” As well, Iran’s Revolutionary
Guards have become involved in training
Venezuela’s secret services and police.?
Iran, moreover, is poised to help Venezu-
ela in the area of nuclear power.” This
represents a particularly curious develop-
ment, given that Iran actually has limited
experience in the area of the peaceful use
of nuclear energy, and that in any case nu-
clear power is a well-known and mature
technology applied in numerous countries
and by numerous companies around the
world. It is therefore reasonable to con-
clude that the “technical assistance” being
provided by Iran (and Russia) to Venezu-
ela will be for the purpose of finding and
exploiting uranium deposits in the Latin
American country.”? Recent reports that
Iran has established missile bases in Ven-
ezuela, however, remain unconfirmed.

Drug Trafficking
Iranian involvement in drug trafficking

through Venezuela to Central America,
Mexico, the U.S., the Caribbean, and
to Europe through West Africa, is both
extensive and well-documented.?? The
proceeds of this illicit trade are used to
finance further penetration of Iranian in-
terests into the region, as well as to at least
partially fund the terrorist organizations
mentioned above. Detailed Drug Enforce-
ment Agency and United Nations studies
have reported on the extensive drug trade
from eastern Venezuela to West Africa,
and then onward to Europe. Supply for
this pipeline is believed to come from Ira-
nian installations in the delta of the Ori-
noco River, where “tuna” boats and other
vessels load cocaine from Iranian instal-
lations and then sent upstream.?* Other
narcotics routes through Venezuela simi-
larly channel cocaine via Santo Domingo
(Haiti and the Dominican Republic) to

the Gulf Coast of the United States and
the west coast of Florida.?® Cocaine is also
flown or shipped through Central Ameri-
ca, particularly Honduras and Guatemala,
into Mexico and the U.S.?° Protection of
the drug trade by the Venezuelan Nation-
al Guard is so prevalent and notorious the
Guard is sometimes referred to as an addi-
tional drug cartel (Cartel de los Soles, after
the National Guard insignia of rank).””

BRANCHING OUT BEYOND
VENEZUELA

Iran’s activities in Latin America are most
robust in Venezuela and its immediate
neighborhood. However, Iran also boasts
a complex web of activities (both politi-
cal and illicit) throughout the Americas.
Recent activities include:

 'The opening of a branch of the Ira-
nian Development and Export Bank in
Quito, Ecuador.?®

e The opening of Iranian embassies
in Nicaragua, Ecuador and Bolivia.”
The Nicaraguan embassy in particular
is known to serve as the base for Iranian
activities in the rest of Central America
and Panama, and its “diplomats” are be-
lieved to be primarily intelligence agents
and agents of influence operating in the
subregion.*

e 'The construction of numerous ware-
houses for drugs, masked as legitimate
construction businesses, throughout Cen-
tral America.’!

In addition, there are Iranian projects
for ports in Nicaragua, petrochemical
facilities in Ecuador, and a cement plant
and uranium exploration and mining in
Bolivia.* In November of 2009, an Irani-
an delegation visited Brazil, to “strength-
en economic and cultural ties” with that
country, and several economic agree-
ments—some of which would appear to
violate international sanctions imposed
on Iran—were signed.*

Frequent visits by Iranian government
officials to various countries in Latin
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America and visits by Latin officials to
Tehran in the past two years have result-
ed in a large number of other agreements
and projects. These have included the
take-over of a
Canadian min-
ing concession
in  Guyana®;
the provision of
a $250 million
loan to Bolivia
for the con-
struction of one
dairy and mul-
tiple industrial
plants,” as well
as an expansion
of radio-com-
munications
coverage of the
country for the
government.’®
In return, Iran
has been granted extensive mining explo-
ration and exploitation rights by the Bo-
livian government.”

Trade and investment missions like-
wise have been exchanged with Uruguay,
Paraguay and Brazil, and all three coun-
tries have responded favorably to Iranian
initiatives (although the Uruguayan Con-
gress condemned a declaration by the Ira-
nian ambassador denying the reality of
the Holocaust). Argentina also, despite
Iranian involvement in the bombings of
the Israeli Embassy and a Jewish commu-
nity center in Buenos Aires in 1992 and
1994, respectively, has been trying of late
to improve ties with Iran, even offering
to shelve the state investigation into the
bombings.

Finally, and perhaps most significantly,
the Lebanese-based terrorist organization
Hezbollah has been permitted to establish
a base in Cuba to add to its installations
on the island of Margarita in Venezuela
and the “tri-border” region between Para-
guay, Brazil and Argentina.’®

Iran’s activities in Latin
America are most robust
in Venezuela and its
immediate neighborhood.
However, Iran also boasts
a complex web of activities
(both political and illicit)

throughout the Americas.

However, it is gradually becoming ob-
vious throughout the continent that many
of Iran’s promises over the years, such as
the construction of a Caribbean port in
Nicaragua, 10,000
houses in Venezuela
and refinery installa-
tionsinvarious coun-
tries, simply have not
materialized.  This
has not noticeably
affected relations be-
tween Iran and the
countries in ques-
tion, however, since
these relations are
primarily  ideologi-
cal. The exception to
this rule is Venezue-
la, where substantial
Iranian investments
have in fact been
made in a variety of
economic and industrial sectors.

FORMULATING A RESPONSE

Over the past several years, Iran’s thriv-
ing relationship with Venezuela—and its
further expansion from there into the re-
gion—has succeeded in catching the at-
tention of policymakers in Washington.
So far, however, little by way of concrete
responses has emerged to counter the ex-
tensive web of illicit activity and strategic
connections that Iran has made in Ven-
ezuela and throughout Latin America.

Responding to this threat requires the
United States and allied governments to
complicate Iranian access to the Americas,
and penalize those involved in facilitating
Tehran’s intrusion. This includes measures
such as the designation of certain Ven-
ezuelan banks and affiliates by the U.S.
Treasury Department and other agencies
for their role in facilitating Iranian illicit
activity, and even the outright declaration
of Venezuela as a state sponsor of terror-
ism—a move that would open the door for
the U.S. to take more direct and punitive
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action against the Chavez regime for its
collusion with both Iran and Hezbollah.
This potentially includes a boycott of Ven-
ezuelan oil exports to the United States;
for the U.S, these deliveries (currently only
some 850,000 barrels daily) could easily
be made up with equivalent amounts re-
leased from the U.S. Strategic Petroleum
Reserve. By contrast, such a move would
have a much more pronounced impact on
the Venezuelan economy.

Closer monitoring of Iranian activities
in the Hemisphere, and an expansion of
intelligence resources throughout Latin

America, is also necessary to better under-
stand—and track—the Iranian regime’s
regional presence. This includes maritime
patrols of the mouth of the Orinoco River
designed to complicate and disrupt exist-
ing trafficking routes currently being uti-

lized by Iran.

Such steps should be implemented
without delay. For it has become abun-
dantly clear that Iran’s penetration into
the region, and Venezuela’s facilitation of
it, represents a real—and growing—secu-
rity threat to the United States, as well as
to the rest of the Hemisphere.
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