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Oil in Latin America: a snapshot 

 

Hydrocarbons and, above all, oil have always been a sensitive topic for Latin America during 

all the Twentieth century. Going back to the history of the past Century, in fact, moments in which oil 

has become a highly politicized issue very clearly stand out. Just think at the decree that in 1938 

nationalized the oil in Mexico under the presidency of Lázaro Cárdenas, alienating the sympathies 

of the oil companies and some states, including Great Britain and the Netherlands. Moving along the 

timeline in the late Fifties, the political pact between Arturo Frondizi and Juán Domingo Perón which 

took the first to the presidency of Argentina was also founded on energy issues and, in particular, on 

the extraction and the marketing of oil. And then, how one can forget the Chavistic years in 

Venezuela (1999-2013) when the huge profits coming from oil promoted the creation of a thicker 

network of international relations: from Cuba to Argentina, from Mexico to Bolivia, the «black gold» 

was in Chávez’s hand one of the useful tools to open new roads for Venezuelan foreign policy.  

A foreign policy that grew up by the sudden increase in the prices of primary goods, among these, 

oil passed from 14.33 dollars a barrel to 97.52 dollars a barrel between 1999 and 2013 (with a 

maximum point reached in 2012 when the threshold of 100 dollars per barrel was slightly exceeded).1 

The current situation is very different. The relationship between hydrocarbons and the world 

of politics seems to have passed the period of the 'honeymoon' of the first decade of the 21st century. 

In part because now the international price of crude oil is much lower; partly because after the 

corruption scandals linked, for example, to the Brazilian company, Petrobras, oil management has 

shown important problems. Nonetheless, hydrocarbons continue to represent a very important asset 

for Latin American countries. For this reason, there is a particular attention by the political class and 

by the oil groups, always careful to look for new wells and sources of supply. 

 

Mexico and the Venezuelan crisis 

The political, economic and social crisis in Venezuela has long been reported in newspapers 

around the world. There were many analyses that could restore the complexity of the situation in 

today's Venezuela. There is, however, one aspect that has remained at the margins of many studies 

and is that of the crisis of the so-called "oil diplomacy" and, in particular, the consequences that this 

is revealing in the countries that over the years had been linked to Chavist Venezuela. 

One can think to Petrocaribe. It was during 2005, when the President Hugo Chávez had 

launched the epic of Petrocaribe.2 It was an agreement between various Central American and 

Caribbean countries (República Dominicana, Antigua and Barbuda, the Bahamas, Belice, Dominica, 

Granada, Guyana, Honduras, Jamaica, Surinam, Santa Lucía, Guatemala, El Salvador, San 

Cristóbal, Nieves, San Vicente and the Granadines). The system foresaw the supply of Venezuelan 

oil to partners at controlled prices with, sometimes, deferred payments that could even reach 25 

years. 

In this way, Chávez before and Nicolás Maduro, then, have structured a dense and 

complicated network of diplomatic relations for Venezuela, which, however, today, in times of 

political-economic-social crisis, seems evaporating like smoke.  

                                                        
1  The prices shown are the F.O.B. (Free On Board) developed by the US agency EIA and available online a 

https://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=PET&s=IVE0000004&f=A, last access 6/10/2017. 
2  On Petrocaribe one can see: S. Weintraub, A. Hester, V.R. Prado, Energy Cooperation in the Western Hemisphere: 

Benefits and Impediments, Washigton, Center for Strategic and International Studies, 2007; A. Ruiz-Caro, Putnos de 
conflicto de la cooperación e integración energética en América Latina y el Caribe, Santiago de Chile, Cepal – División 
de Recursos Naturales e Infraestructura, 2010. 

https://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=PET&s=IVE0000004&f=A
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An alliance that had already clearly shown the crisis in the maximum hemispheric assembly, the 

Assembly of the Organization of American States, last March. On that occasion, in fact, as the 

Venezuelan newspaper «El Nacional» claimed, the Organization of American States Assembly was 

convened by 18 Member States calling for an official position to push the Venezuelan President, 

Maduro, on one hand, to hold elections in 2017 and, on the other, to release political prisoners. 

Among these 18 countries there were some (such as Barbados and Jamaica) that are still part of 

Petrocaribe system: the situation has generated uncertainty because Venezuela is still an important 

strategic partner for these countries (the commercial exchange in the oil sector is still very intense).3 

Although, it is recent news, the government of Belize has decided to suspend purchases of oil from 

the Venezuelan state oil company: the reasons relied, says the official statement, with «some 

inconveniences» in the administration of oil coming from Venezuela.4 

In short, there is a change in the balance of international politics in Latin America, especially 

as a consequence of the crisis in one of the countries that for years has tried to become the leader 

of the area. The regional balances appear to be much more fluid and this, of course, creates an 

opportunity for all those countries that have ambition of leadership in the region. In the Caribbean 

case, the Venezuelan crisis has created a political space for Mexico in international trade relations 

in the field of hydrocarbons. To date, however, there are no official confirmations. The "Reuters" 

agency has published rumours that Mexico has initiated contacts with the Caribbean partners of 

Petrocaribe to replace Venezuelan crude with the Mexican one in case of the fall of the Maduro 

government. These reformulations of the hydrocarbon trade in Central America would have obtained, 

continue the sources of the Reuters, the favours of the US government.5 

 

Petrobras: the time to privatize? 

If Petrocaribe has been treading water, one of it main competitors in the Latin American market, 

the Brazilian company Petrobras, does not accelerate. The problems of the company, however, are 

purely internal. For some years Petrobras has been in the eye of the storm. It started when the Lava 

Jato criminal investigation started, which has shown a dense network of corruption between the 

business world and Brazilian political arena. The judicial investigations have crossed national 

boundaries involving part of the Latin American political leadership and establishment.6 

In this situation, the rumours of privatization of Petrobras are becoming more frequent. 

Actually it seems that this plan has solid roots in recent Brazilian history. Initiated during the 

second presidency of Fernando H. Cardoso, in 2000, at that time when the biggest part of public 

capital began to be privatized, for many years the company remained with a mixed (private and 

public) ownership. At the same time, in the second part of the administration of Dilma Rousseff 

(2011-2016) the rumours were that more and more they were claiming that in 2016 apart of Petrobras 

would be sold – this sale would rely with the so-called «Disinvestment program».7 The requests to 

increase the contribution of private capital did not diminish with the deposition of Rousseff.  

                                                        
3  A. Díaz, «Venezuela envía crudo a Petrocaribe para garantizar votos en la OEA», in El Nacional, 28/03/2017 [available 

on line at http://www.el-nacional.com/noticias/economia/venezuela-envia-crudo-petrocaribe-para-garantizar-votos-
oea_87558, last access 07/10/2017]. 

4  S. Martin, «Petrocaribe se desmorona: Belice suspende comrpas a Venezuela por incumplimientos», in PanAmPost, 
18/09/2017 [available on line at https://es.panampost.com/sabrina-martin/2017/09/18/petrocaribe-se-desmorona/#, 
last access 07/10/2017]. 

5  G. Stargarder, «Exclusive: Mexico studies supplying Petrocaribe oil if Venezuela govt falls – sources», in Reuters, 
23/08/2017 [available on line at https://www.reuters.com/article/us-venezuela-politics-mexico/exclusive-mexico-
studies-supplying-petrocaribe-oil-if-venezuela-govt-falls-sources-idUSKCN1B31X3, last access 07/10/2017]. 

6  J. Leahy, «Brazil’s state-controlled companies pursue reivention» in Financial Times, 8/06/2017 [available on line at 

https://www.ft.com/content/9bd21e82-4a95-11e7-919a-1e14ce4af89b, last access 07/10/2017]. 
7  F. Jasper, «Governo Dilma planeja fazer a maior privatização desde 1998», in Gazeta do Povo, 12/02/2016 [available 

on line at http://www.gazetadopovo.com.br/economia/governo-dilma-planeja-fazer-a-maior-privatizacao-desde-1998-
4dbliwg8pjxuau9wapc4cdcub, last access 07/10/2017]. 

http://www.el-nacional.com/noticias/economia/venezuela-envia-crudo-petrocaribe-para-garantizar-votos-oea_87558
http://www.el-nacional.com/noticias/economia/venezuela-envia-crudo-petrocaribe-para-garantizar-votos-oea_87558
https://es.panampost.com/sabrina-martin/2017/09/18/petrocaribe-se-desmorona/
https://www.reuters.com/article/us-venezuela-politics-mexico/exclusive-mexico-studies-supplying-petrocaribe-oil-if-venezuela-govt-falls-sources-idUSKCN1B31X3
https://www.reuters.com/article/us-venezuela-politics-mexico/exclusive-mexico-studies-supplying-petrocaribe-oil-if-venezuela-govt-falls-sources-idUSKCN1B31X3
https://www.ft.com/content/9bd21e82-4a95-11e7-919a-1e14ce4af89b
http://www.gazetadopovo.com.br/economia/governo-dilma-planeja-fazer-a-maior-privatizacao-desde-1998-4dbliwg8pjxuau9wapc4cdcub
http://www.gazetadopovo.com.br/economia/governo-dilma-planeja-fazer-a-maior-privatizacao-desde-1998-4dbliwg8pjxuau9wapc4cdcub
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So much so that a few days after her removal from the Presidency, Rousseff herself showed the 

intention of the current President, Michel Temer, to privatize the extraction of oil coming from the 

recently discovered reserves in the Atlantic Ocean.8 In this affair, it is clear that the issue of the 

incomplete privatization of Petrobras is a topic that has been hovering over the Brazilian political 

agenda for some years but which lately seems to assume an ever greater relevancy. 

Last October 5, the current Minister of Energy Affairs, Fernando Coelho Filho, made clear that 

the path has already started: «I believe it will happen», said the minister.9 This suggests that although 

the efforts of the Brazilian government are currently concentrating on the process of privatizing the 

Electricity company, Electrobras, also for Petrobras, the facts could quickly follow the words, 

especially if one thinks to the 2018 presidential election. 

 

A new course for Ypf (Yacimientos Petroliferos Fiscales) in Argentina 

The data recently emerged on the extraction of crude oil in Argentina shows us a decrease in 

the volumes of the oil cleared by the State enterprise, Ypf. According to Miguel Gutiérrez, president 

of Ypf, mining has touched the lowest point in recent years but, at the same time, the President has 

confirmed that in 2018 there will be a turnaround because «many perforations have already seen 

and there will be many others».10 A statement that is corroborated by the recent observations that 

come from the Ministry of Energy that reveals that Argentina wants to commit to offshore exploration 

in 2018 and announces the discovery, in the region of Tierra del Fuego, of an oil-well whose 

production is now certified on the 330 cubic meters of crude per day.11 

Actually, however, Gutiérrez's statements can take into consideration the extraction of shale 

oil and shale gas of the geological formation called Vaca Muerta, located between the provinces of 

Neuquén, Río Negro, La Pampa and Mendoza. It is unconventional oil that seems to have the 

potential to become the flywheel of hydrocarbon extractions in Argentina: both for the size of the oil 

field, which is valuated now very important, both for extraction costs, which should be low, the 

hydrocarbon extraction from Vaca Muerta has already begun to record positive performances.  

In March 2017, unconventional gas and oil production was 26% and 40% higher than the previous 

year, respectively. This did not mean an increase in the number of perforations but rather a greater 

exploitation of existing unconventional hydrocarbon supplies.12 

  

                                                        
8  «Rousseff claims Temer intends to ‘privatize’ Brazil’s pre-salt oil reserves», in Mercopress, 26/05/2016, [available on 

line at http://en.mercopress.com/2016/05/26/rousseff-claims-temer-intends-to-privatize-brazil-s-pre-salt-oil-reserves, 
last access 07/10/2017]. 

9  «Ministro de Energía de Brasil, admite privatización de Petrobras, a largo plazo», in Mercopress, 5/10/2017 [available 
on line at http://es.mercopress.com/2017/10/05/ministro-de-energia-de-brasil-admite-privatizacion-de-petrobras-a-
largo-plazo, last access 8/10/2017]. One also can see: J. Leahy – A. Schipani, «Petrobras speeds up plans to sell 
petrol station business» in Financial Times, 5/10/2017 [available on line at https://www.ft.com/content/4a7b66f2-
a377-11e7-b797-b61809486fe2, last access 8/10/2017]. 

10  Le parole di Gutiérrez sono riportate in «La extracción de petróleo tocó el nivel más bajo, según YPF», in La Nación, 
08/08/2017 [available on line at http://www.lanacion.com.ar/2050962-la-extraccion-de-petroleo-toco-el-nivel-mas-
bajo-segun-ypf, last access 8/10/2017]. 

11  The oil well was discovered by the Argentine company Roch. One can see: «Confirman el hallazgo de un “ superpozo” 
petrolero en Tierra del Fuego», in Clarín, 6/10/2017 [available on line at 
https://www.clarin.com/economia/economia/confirman-hallazgo-superpozo-petrolero-tierra-
fuego_0_HkjR9bBnW.html, last access 8/10/2017]. 

12  D. Cabot, «La apuesta por el petróleo y el gas no convencionales empieza a dar los primeros resultados», in La 
Nación, 29/05/2017 [available on line at http://www.lanacion.com.ar/2028201-la-apuesta-por-el-petroleo-y-el-gas-no-
convencionales-empieza-a-dar-los-primeros-resultados, last access 8/10/2017]. 

http://en.mercopress.com/2016/05/26/rousseff-claims-temer-intends-to-privatize-brazil-s-pre-salt-oil-reserves
http://es.mercopress.com/2017/10/05/ministro-de-energia-de-brasil-admite-privatizacion-de-petrobras-a-largo-plazo
http://es.mercopress.com/2017/10/05/ministro-de-energia-de-brasil-admite-privatizacion-de-petrobras-a-largo-plazo
https://www.ft.com/content/4a7b66f2-a377-11e7-b797-b61809486fe2
https://www.ft.com/content/4a7b66f2-a377-11e7-b797-b61809486fe2
http://www.lanacion.com.ar/2050962-la-extraccion-de-petroleo-toco-el-nivel-mas-bajo-segun-ypf
http://www.lanacion.com.ar/2050962-la-extraccion-de-petroleo-toco-el-nivel-mas-bajo-segun-ypf
https://www.clarin.com/economia/economia/confirman-hallazgo-superpozo-petrolero-tierra-fuego_0_HkjR9bBnW.html
https://www.clarin.com/economia/economia/confirman-hallazgo-superpozo-petrolero-tierra-fuego_0_HkjR9bBnW.html
http://www.lanacion.com.ar/2028201-la-apuesta-por-el-petroleo-y-el-gas-no-convencionales-empieza-a-dar-los-primeros-resultados
http://www.lanacion.com.ar/2028201-la-apuesta-por-el-petroleo-y-el-gas-no-convencionales-empieza-a-dar-los-primeros-resultados
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There is another reason that leads analysts to consider Vaca Muerta a pilot experiment for the 

extraction of hydrocarbons in Argentina. In fact, in recent years, trade union conflict in the extractive 

industry had been very high. As highlighted by different oil company executives, low productivity due 

to union problems is one of the major problematic issues for the mining industry.13 Also in this sector, 

Vaca Muerta has opened a moment of hope for improvement thanks to a multi-sectoral agreement 

between the national government, local authorities, businesses and trade unions. The aim is to 

improve productivity levels and at the same time create new jobs.14 An extremely complicated 

challenge that, in case of positive reactions, would bring great benefits for all the actors involved. 

 

 

 

                                                        
13  «Caída en producción de hidrocarburos en Argentina impulsada por bajos precios y conflictos laborales», in 

Mercopress, 12/07/2017 [available on line at http://es.mercopress.com/2017/07/12/caida-en-produccion-de-

hidrocarburos-en-argentina-impulsada-por-bajos-precios-y-conflictos-laborales, last access 9/10/2017]. 
14  A. Rudistein, «La industria petrolera “está contenta” por el acuerdo por Vaca Muerta», in Telam, 26/03/2017 [available 

on line at http://www.telam.com.ar/notas/201703/183725-industria-petrolera-vaca-muerta-iapg.html, last access 
9/10/2017]. 

http://es.mercopress.com/2017/07/12/caida-en-produccion-de-hidrocarburos-en-argentina-impulsada-por-bajos-precios-y-conflictos-laborales
http://es.mercopress.com/2017/07/12/caida-en-produccion-de-hidrocarburos-en-argentina-impulsada-por-bajos-precios-y-conflictos-laborales
http://www.telam.com.ar/notas/201703/183725-industria-petrolera-vaca-muerta-iapg.html

