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ED'TOR’S LETTER BY JUNE CAROLYN ERLICK

Oil, Gas and Beyond

| was waiting for the ship to come in. In fact, so was everyone else in Nicaragua. Gas lines
stretched around the block. The supermarket shelves were nearly bare. Lights went out again
and again, plunging the country into frequent darkness. Telex machines couldn’t work, and
we reporters had to depend on the few places with generators to file our stories (for younger
readers, this was pre-computer and smart phones). U.S. President Ronald Reagan had
imposed a trade blockade on Nicaragua in May 1985. The Soviets were sending oil, dodging
the blockade.

We reporters did what we always do: we reported on the ship’s arrival. But we also
breathed a collective sigh of relief. The arrival of the Soviet ship meant hot showers and light
to read by.

Energy is intensely political. It shapes nations and trade and fuels wars and blockades.
Energy, | discovered then, is also intensely personal. It shapes our lives on a daily basis. It’s not
only a matter of how we get around or whether we have enough food to eat; energy produc-
tion affects the communities that receive it and those that produce it. It shapes attitudes
toward gender and race and nationalism and identity. It pollutes the air and the rivers. It offers
immense economic opportunities. Or it does both.

You might not think of Latin America and the Caribbean right away as a big energy
producer or consumer. But Venezuela stands ninth in global oil production with gas reserves
almost triple those of Canada. Three countries—Venezuela, Brazil, and Mexico—account for
about 90 percent of the region’s oil production. And Latin America and the Caribbean also
have the capability to provide abundant alternative and renewable energy sources: wind, solar,
geothermal and biomass, among others.

Perhaps because of my experience in Nicaragua, | started to conceive this issue in terms of
meta-politics. And there is certainly a lot of politics related to energy in the region: the politi-
cal upheaval of Brazil as a result of corruption scandals in the national oil company; the turmoil
in oil-rich Venezuela; the impact of the semi-privatization of Mexico’s oil industry; the targeting
of Colombia’s energy installations by guerrilla forces in a show of strength in the context of the
ongoing peace process.

But then | thought back on how the arrival of oil had been experienced on a very local and
personal level. | began to hear stories about the production of energy: what it felt like to grow
up in an oil camp, how energy production affects indigenous women in one particular region,
how local communities involve themselves in deciding what is done with oil.

And just recently Alvaro Jiménez, Nieman Affiliate at Harvard ‘09, happened to mention to
me that he was starting a website “Crudo Transparente,” a site that monitors the Colombian
oil industry. Out of curiosity—and as a quick break from proofreading this issue—I took a peek.
The site focuses on five areas: local economy, contracts and royalties, environment, security
and human rights and ethnic conflicts. | was pleased to see how much overlap there was with
the themes | had chosen for this issue of ReVista.

Although the website deals with only one country—Colombia—it felt like an affirmation
of the focus | had chosen for this wide-ranging topic. Energy is political. Energy is personal.

Energy matters.
C Gl
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Mexico’s Energy Reform

National Coffers, Local Consequences

THE SMALL, WHITE-WASHED CLASSROOM AT
the University in Minatitlan, Veracruz,
was packed with a couple dozen people
who, although neighbors, had never met.
Several members of a fishing coopera-
tive, a pediatrician, a toxicologist from
Petréleos Mexicanos (Pemex), a biologist
turned environmental activist, a couple
of retired oil workers, a Pemex engineer,
two medical students, neighbors of the
local refinery, and community activists
all turned out to discuss relations be-
tween Pemex and surrounding commu-
nities.

Invited by my colleague, the historian
Christopher Sellers from Stony Brook
University, to this unusual witness semi-
nar, participants squeezed around tables
set up with tiny voice recorders. I had a
supporting role, helping to manage the
meeting and translate if necessary. I
was also thrilled to visit for the first time
Minatitlan and its twin down the road,
the port of Coatzacoalcos, the hubs of the
oil and petrochemical industry in south-
ern Veracruz and two of the most pol-
luted cities in Mexico.

The reason for my excitement had its
own history. Two decades earlier, as a
fresh-faced graduate student in the his-
tory department at the University of Cal-
ifornia, Berkeley, I had decided to write
a dissertation about the history of the oil
workers of Minatitlan, the most impor-
tant refinery in southern Mexico before
President Lazaro Cardenas nationalized
the industry in 1938. However, my proj-
ect was soon derailed. Every jarocho (the
endearing term for Veracruz natives) I
spoke to told me that staying in Mina-
titlan or Coatzacoalcos for any extended
period of time was a terrible idea, even
more so as I had planned to bring my
four-year old for the six-month research
trip. I was skeptical of this advice until I
met the friend of a professor with young
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children. She was from Minatitlan origi-
nally but left it for Xalapa not only seek-
ing better employment opportunities but
also running away from the pollution
that gave her children asthma and made
their skin break out in hives with every
bath. I then switched the focus of my
investigation to the history of labor, envi-

I have been thinking about those sto-
ries in light of the energy reforms enact-
ed by President Enrique Pefia Nieto and
implemented by the Mexican Congress
in August 2014. The reforms amended
the Mexican Constitution in two ways.
First, they broke the monopoly that
Pemex had on hydrocarbons (oil, natural

The Gulf of Mexico and the deserts of northern Mexico
are sensitive ecosystems. The Gulfis an important
fishing ground for both the United States and Mexico.

ronment and oil in northern Veracruz. I
had never visited Minatitlan until now.
Knowing the history of the place, I
expected no surprises from the accounts
of the seminar participants. The first
round of anecdotes was formal and
guarded, as one could anticipate. But as
soon as the men and women felt com-
fortable and before the temperature in
the classroom reached sauna stage, the
tone changed. The mood became som-
ber. Everyone in the room was sick,
had been sick, or knew someone in their
families who was sick. Their ailments,
as the mother of my son’s playmates had
told me two decades before in Xalapa,
ranged from recurring skin rashes, to
constant allergies, to asthma, to diges-
tive system discomfort, to leukemia. The
pediatrician himself had had leukemia
and when he realized that too many
of his patients also had the disease, he
began asking questions. He wanted to
know how many leukemia cases existed
in Coatzacoalcos-Minatitlan or whether
there were other cancers in the region. It
turned out that no such records existed:
no numbers, no statistics, no cancer reg-
istry of any sort. No one kept track and
no one encouraged him to do so either.

gas, and petrochemicals). Second, they
allowed private investment, both foreign
and domestic, to return to the industry.

While there is no denying that Pemex
generated great wealth for Mexico as
a whole, the gains are not unequivocal
for Pemex’s workers and neighbors. As
Minatitlin-Coazacoalcos demonstrate,
ecological degradation followed the oil
industry, eroding the local community’s
health in the process. As the Pemex
toxicologist explained in the seminar,
the company, cognizant of the fact that
the petroleum industry ranked among
the most dangerous in the country, has
made quantifiable strides in monitor-
ing the health of its permanent workers
and created a robust health system for
union members. It never occurred to
him personally, however, that neighbors
of the refineries and the petrochemical
plants deserved similar attention since
they were exposed to the same toxins the
workers confronted on the job on a daily
basis.

Will the oil sector reforms bring
change for the better? The shift in ideo-
logical and economic policy direction
was jarring for Mexicans, controversial
and contentious. Weeks of demonstra-
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support the expropriation of Mexican oil decreed in the 1930s.

tions, marches and protests framed the
congressional debates and with good rea-
son. Mexico had decreed the first major
nationalization of petroleum in history,
coming after three decades of conflict
among the workers, the state and the
foreign oil companies, following the first
social revolution of the 20th century
(1910-1920). The decision to national-
ize the oil industry in 1938 catapulted
President Cardenas to the pinnacle of the
pantheon of revolutionary heroes among
Mexicans. He remains there to date
despite more critical reviews by histori-
ans and sundry academics. The public’s
attachment to the principle of national
ownership of the oil industry, therefore,
cannot be underestimated, no matter
how critical ordinary Mexicans are of
Pemex, the oil workers’ union and the
government.

Pefia Nieto knew that a strong nation-
alist flame burns within every Mexican,
so he promulgated the reforms in such
a way that he could truthfully claim that
he was not privatizing Pemex and that
he was not denationalizing oil. The lan-
guage of the constitutional amendments
was careful and specific yet flexible.
Arguing that he acted in Cardenas’ spirit,
Pefia Nieto drafted an amendment that
reaffirmed the late president’s stipulation
that no concessions would be granted
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to private parties, but he added that the
nation could assign contracts to private
companies directly or through Pemex. In
all cases, the contracts would declare that
the hydrocarbons in the subsoil belong to
the nation.

Thus Pefia Nieto assured the Mexican
people that Pemex was not privatized. It
continues to exist as a state-owned com-
pany, but it will collaborate and com-
pete with private firms, both foreign and
domestic. Investors drilling on land and
offshore will not own the crude oil or nat-
ural gas they find. Those products will
be owned by the nation, so Mexico’s oil
riches continue to be nationalized. How-
ever, private interests will gain access to
hydrocarbons through contracts signed
with the government or Pemex. The
language of each contract therefore will
determine if a private company keeps
a percentage of production, pays a set
price per barrel of crude or cubic meter
of natural gas, pays extraction or export
taxes, etc. As critical journals like the
weekly Proceso and the daily La Jornada
have noted, the contract is the undefined
and crucial concept in the reforms—the
artifact that will contain the details that
could undo Pemex if it can’t compete
against transnational oil companies.

One goal of the reforms is to obtain
new technologies. Observers believe that

The oil industry poses challenges to the environment.

the government specifically wants two
technologies: “ultra deep” offshore drill-
ing and hydraulic fracturing. Although
Pemex has been drilling off the coast of
Tabasco and Campeche since the 1970s,
the crude that the companies are seek-
ing now lies at 2,900 meters (9,500 feet)
below the surface (by comparison, the
British Petroleum-Deepwater Horizon
well that exploded in 2010 and dumped
some nine million barrels of oil in the
Gulf of Mexico was at 1,500 meters, or
5,000 feet). Mexico estimates that 50
billion barrels of oil are buried in Gulf
waters ready for retrieval with cutting-
edge technology.

“Unconventional” oil, specifically
shale oil extracted by using the method
known as hydraulic fracturing, is another
priority for Mexico. The process involves
injecting water, sand and chemicals one
mile into the earth to crack the shale
and release oil and gas. The technology
is water-intensive, using two barrels of
water per barrel of oil captured. It also
creates toxic waste that can contaminate
the water table when it is re-injected into
the bedrock to protect the environment
aboveground. And it provokes earth-
quakes. For example, on April 4, 2015,
the New York Times reported that Okla-
homa had surpassed California as the
shakiest state, experiencing 5,417 quakes
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An iguana enjoys its natural habitat, part of the sensitive ecosytem threatened by the oil industry.

in 2014, a remarkable increase from 29
tremors in 2000. The difference in that
decade was 3,200 wastewater wells dug
to bury the poisons brewed through
“fracking” Industry analysts estimate a
potential 150 million barrels of shale oil
in northern Mexico, but Pemex has been
able to bring only one well into produc-
tion. If the company acquires advanced
technologies through joint ventures or
contracting, what will happen to local
communities?

The Gulf of Mexico and the deserts
of northern Mexico are sensitive ecosys-
tems. The Gulf is an important fishing
ground for both the United States and
Mexico. As the 2010 British Petroleum
spill demonstrated, accidents in the Gulf
are deadly for workers (eleven workers
died in the BP blast) and harmful for
coastal communities dependent on clean
beaches and water for their livelihoods.
In Tabasco and Veracruz, fishermen
affected by the 1979 Ixtoc 1 underwater
fracture that blew out the well saw stocks
recover after three years, although the
fish they caught were not the same spe-
cies as those previous to the spill, accord-
ing to biologists from Mexico’s national
university. The effects of the BP spill on
the Louisiana fishing fleet are still being
fought over in court, five years after the
accident.

In northern Mexico, water is already
at a premium. Industry analysts, in fact,
declared to the online trade journal
“DrillingInfo” in December 2014 that the
lack of water is an issue for the Sabinas
and Burro-Picachos shale fields of Coa-
huila. That area is rural, forcing ranchers
and farmers to compete with oil compa-
nies for water. Moreover, as the New York
Times reported on April 11, 2015, the Rio
Grande is already strained by the drought
affecting the U.S. Southwest. By the time
the river reaches the Gulf, it is but a trick-
le. Research about the maquiladoras
(textile assembly plants) on the border
also show that the Rio Grande is severely
polluted by industrial waste, compromis-
ing the health of communities on both
sides. Adding the burden of fracking to
the Rio Grande and local aquifers will
mean that those localities will have even
less potable water and more toxic waste.
Under any standard, such conditions
spell hardship for local populations.

Lastly, there is violence to consider.
The use of new technologies will open
new areas for extraction, expanding the
geographical potential for bloodshed. By
most accounts, the Mexican drug cartels
that traffic along the Tamaulipas-Coahui-
la-U.S. border have diversified their crim-
inal activities to include fuel theft. As the
Financial Times of London pointed out

in a November 12, 2014 article, the shale
fields “encroach on cartel turf” and could
be dangerous for workers. One anony-
mous executive confessed that in the
undisclosed area where his company pro-
vided services to Pemex, workers arrived
by helicopter, escorted by the Mexican
military. But despite the risk to workers’
lives, consultant Emil de Carvalho told
the Financial Times that no company
would shy away. The firms would sim-
ply adjust their budgets to include secu-
rity personnel. There is simply too much
money to be made to be derailed by the
prospect of violence against workers. If
Nigeria is an example, Mexican and for-
eign oil workers’ safety will be secondary
to extraction.

The reforms might achieve the ulti-
mate goal of filling the coffers of the Mex-
ican treasury with oil profits, but as the
Minatitlan witnesses revealed, the local
costs might be very high.

Myrna Santiago is professor of his-
tory at Saint Mary’s College of Cali-
fornia. Her book, The Ecology of Oil:
Environment, Labor and the Mexican
Revolution, 1900-1938, won two prizes.
She is working on a history of the 1972
Managua earthquake and is looking
Sfor witnesses willing to tell their stories:
msantiag@stmarys-ca.ed.
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