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J. Paul Getty once said that the formula for success was to "rise early, work hard, strike oil." For Mexico, 
it may be "import oil." There has been a lot of buzz about Mexico's vast oil and gas reserves and recent 
efforts to open its natural resources to foreign investment and development. But something 
counterintuitive is also occurring. Mexico, the world's 10th largest crude oil producer, may actually 
import oil. How can these potentially inconsistent energy policies be reconciled? Simply put, the 
denationalization process takes time, and foreign energy companies are in the nascent stage of 
converging on Mexico. Mexico has an immediate need for oil in order to boost production at its 
refineries. 



When Mexico nationalized its oil and gas industry in 1938, it created Petróleos Mexicanos, or Pemex. 
Although Pemex has imported petroleum products for years—such as diesel and gasoline—it has never 
imported oil. This could soon change. Mexico's oil production has recently decreased from a high of 3.2 
million barrels a day in 2008, to less than 3 million last year. Why? Declining oil fields (such as the 
mammoth Cantarell field), aging production infrastructure, old line bureaucracy, a lack of cutting edge 
technology to find and develop new oil plays, and gross underinvestment. Expanding production and 
refining will take years. This fact, along with decreasing oil prices, makes a decision to import oil 
attractive. This approach could actually go hand in hand with Mexico's denationalization policy by 
supporting the country's overall energy needs. 

In recent years, Mexico's refineries (producing gasoline, fuel oil, diesel and jet fuel) have been running 
below full capacity. Pemex is currently refining about half a million barrels less than it could, due to 
decreased production at the well. As a result, Mexico is currently importing about half of its gasoline. 
Importing oil will fix these shortages while foreign operators move to gain footholds in Mexico to help 
boost output. "But wait," detractors might say, "Mexico is one of the largest exporters of oil to the United 
States, couldn't it simply divert that oil for its own purposes?" Not so fast. Business realities often dictate 
that Mexico honor its extensive long-term contracts to supply foreign customers with oil. 

Likely Sources 

Mexico's most likely source for foreign oil is the United States. As a result of the resurgence in oil 
production in recent years—due to horizontal drilling and fracking—some say the U.S. government 
should consider lifting the oil embargo, which would allow domestic energy companies to export oil to 
Mexico. The more likely outcome in the short-term, however, is a framework in which Mexico would 
"swap" its heavier crude for light sweet crude produced in the U.S. For this to occur, the energy 
company would need to apply for a "swap exemption" for export to an "adjacent" country by showing 
that the light sweet crude is not marketable in the U.S., and the heavy Mexican crude is of "equal or 
better equality." This exemption to the 40 year old oil export embargo is not easy to obtain. 

Alternatively, the president could find that exports to Mexico were in the "national interest" (dispensing 
with any swap requirement), as President Ronald Reagan did in 1985 to export oil to Canada, a policy 
that continues today. Other import sources Mexico is considering are West Africa, Canada, Colombia 
and the Middle East. 

Risks for Outside Operators 

For now, Mexico's talk of oil importation is just that, as no formal decision has been reached. One legal 
and commercial consideration for energy companies outside of Mexico is whether any agreements with 



Pemex will be of sufficient term to support the likely risk and cost of exporting oil to Mexico. For 
example, the refining arm of the state-owned oil company has suggested that any oil import agreements 
will be temporary. The probable short-term nature of such agreements is further indicated by Mexico's 
apparent opposition to reducing its oil exports due to the country's existing long-term contracts with 
foreign companies in countries such as China, India and Japan. 

In addition, the proposal to import oil could face legal and political resistance from the numerous 
Mexican governmental agencies that have historically relied upon Pemex profits. If Mexico moves to 
import oil, current estimates are that it could purchase between 70,000 to 100,000 barrels a day. This 
has drawn new interest in exploring loopholes to the crude export ban. 

Although Mexico's need for oil imports will not significantly impact the current oversupply of U.S. oil, it 
does raise the question of whether the U.S. regulatory process for obtaining export exemptions 
(developed in the good ole days of conventional exploration) needs to be revised to reflect current 
realities on the ground. Any such review needs to amply consider the competing interests of both oil 
producers, and refiners that use crude to produce petroleum products. Swapping oil with our southern 
neighbor could be an important contribution to the vision of an energy independent North America. 

Scott D. Marrs is an energy attorney and partner at Beirne, Maynard & Parsons in Houston. He has 
extensive trial and arbitration experience in domestic and international matters in the areas of 
commercial disputes, energy, oil and gas, and intellectual property. Brian T. Bagley is an associate at 
Beirne, Maynard & Parsons in Houston. He has trial and arbitration experience and represents clients in 
energy, commercial, insurance, and intellectual property matters. 

 
 
Read more: http://www.texaslawyer.com/id=1202678005133/Mexico-Has-Vast-Oil-and-Gas-
Reserves-So-Why-Is-It-Talking-About-Importing-Oil-From-Others#ixzz3KwT7ZLQf 

http://www.texaslawyer.com/id=1202678005133/Mexico-Has-Vast-Oil-and-Gas-Reserves-So-Why-Is-It-Talking-About-Importing-Oil-From-Others#ixzz3KwT7ZLQf
http://www.texaslawyer.com/id=1202678005133/Mexico-Has-Vast-Oil-and-Gas-Reserves-So-Why-Is-It-Talking-About-Importing-Oil-From-Others#ixzz3KwT7ZLQf

