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Oil tankers are anchored off
Punta Cardon, Venezuela.

Who's turning up
for oil rig work in post-Maduro
Venezuela?
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How to manage vast resources in the embattled
South American nation is far from clear
amid ongoing political instability

By Nick Thomas

long history of underinvest-

ment, extreme political risk,

and organized crime. These

are just some of the issues

that U.S. oil and minerals

companies might face if they
were to set foot into Venezuela now that
there appears to be a ray of light follow-
ing the removal of the country’s dictator,
Nicolas Maduro.

The longtime strongman, ousted by
President Donald Trump’s administration
on Jan. 3, has almost unanimously been
seen as a block on improving societal
conditions in the South American coun-
try. On top of all those, however, there is
the matter of just who exactly would be
able to operate any revitalized oil or min-
erals industries in a country blessed with
natural resources that have largely been
squandered for the benefit of a few elites.
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Millions of Venezuelans have left the
country in recent years against a back-
drop of economic collapse, food shortag-
es, and increasing crime, many of those
highly educated and precisely the people
U.S. companies might need to help run
any local operations.

While the dynamics of the oil, gold,
and minerals industries may be different,
the problem of an untrained workforce
on the ground, too, would be a major
stumbling block for companies looking
to invest there.

“A lot of people have left, and there
isn’t a very well-trained population,” said
Luciano Duque, a Venezuelan and chief
investment officer at Florida-based in-
vestment group C3 Bullion.

Duque has been out of his home
country for 27 years.

“The infrastructure needs to be built,

but you also have to train people, and
that will require a lot of investment,” he
said. “On top of that, there is a mentality
issue with people used to depending on
government programs.”

One alternative could be getting
Americans to relocate to Venezuela to
make up for the worker shortfall. But
that possible solution is not at all clear
at this stage, especially as the political
situation remains so unsure.

Chevron, the only oil major to have
stayed in Venezuela since sanctions
were imposed by the late president
Hugo Chavez in 2007, may be more eas-
ily placed to widen its operations. Yet
it would be a tough ask for those who
would either be stepping back into the
country or entering it for the first time.
Exxon Mobil CEO Darren Woods said as
much at a Jan. 9 White House meeting
with other oil executives and Trump.

“If we look at the legal and commer-
cial constructs, frameworks, in place
today in Venezuela, today it’s uninvest-
able,” Woods said. “And so significant
changes have to be made to those com-
mercial frameworks, the legal system,
there has to be durable investment
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protections, and there has to be a change
to the hydrocarbon laws in the country.”

Acting Venezuelan President Delcy
Rodriguez has announced some oil in-
dustry reforms in an attempt to encour-
age foreign investment.

While the major oil companies may
struggle amid shareholder concern over
instability and risk, smaller operators
may be nimble enough to succeed, so
long as experienced oil engineers who
may have left Venezuela decide to return.

“For a smaller operator, the ability to
hire Venezuelan engineers who are fa-
miliar with the fields, the refineries, and
the country is a huge advantage,” said
Andrejka Bernatova, founder and CEO
at NASDAQ-traded energy solutions
company Dynamix. “You are not trying
to run everything with foreign staff who
do not understand the system.”

REGAINING THE MIDAS TOUCH

The minerals industry is, in some ways,
a different beast from the oil sector, with
rampant corruption, confusion over who
actually operates mining assets, and high
levels of organized crime, to name a few
issues. The sector is largely a free-for-all
with heavy Chinese, Russian, and Irani-
an presence mixing with armed gangs
and narco-traffickers, sources say.

“The gold industry is where it goes
crazy,” said Pedro Rojas Arroyo, an
exiled Venezuelan who is the CEO of
Vivy Tech, a Boston-based technology
solutions company. “There is the big-
gest mafia involved there, and it is high-
ly dangerous — I'd liken it to Mexican
cartels.”

What might help with that is a move
toward putting such mineral conces-
sions under one roof in a similar move
to what the Venezuelan government did
in the late 1970s with its oil industry,
funneling basically all asset ownership
under the state-owned company PDV-
SA. It could be a staged process with the
country’s government gradually taking
control of the assets and putting any
mined gold, for example, into vaults.
Not an easy task, and definitely one for
the long term, especially as it isn’t clear
yet who is in control of the government.

“It is a mess out there,” Duque said.
“The Venezuelan government will need

to know who owns what. You may not
need as much infrastructure investment
as the oil industry, but the problem is the
backing of the government and the dif-
ferent factions within it.”

And therein lies the main problem.
Who exactly will be in political charge
of Venezuela not only in the shorter but
also the longer term?

There can really be no large-scale in-
vestment in the oil or mineral sectors un-
til there is some kind of political stability,
something that could be two years away
or more, and that’s thinking optimisti-
cally, Rojas Arroyo said.

Trump is going to have to work out
who to side with in the country, and
current politicians tied to the Maduro
regime will not be the answer, he said.
Trump, for example, has welcomed No-
bel Peace Prize winner Maria Corina
Machado to the White House after pre-
viously disparaging her, saying she was
not qualified to lead the country. Trump
seemed to lean more toward people as-
sociated with the old regime, such as
Rodriguez. Around the same time as
Machado’s visit, CIA Director John Rat-
cliffe met in Caracas with Rodriguez, re-
portedly at Trump’s direction.

While he himself aims to go back to
his home country next month, Rojas Ar-
royo also realizes many exiled Venezue-
lans will be far more reluctant.

“It will only be when the country is
stable, and much will depend on the
route taken,” he said. “There is going to
be a lot of social commotion.”

THEY DO THINGS
DIFFERENTLY THERE
Until there is any semblance of stability,
little hope exists that American compa-
nies and personnel would even begin
to understand the dynamics at play in
Venezuela. And even then, it will be very
tough, said Fergus Hodgson, director
of Colorado-based consultancy Econ
Americas and the author of The Latin
America Red Pill, a study of the unique
challenges of investing on the continent.
“My biggest concern would be or-
ganized crime, not just because of its
presence but because of the difficult
time U.S. firms will have with compre-
hending it,” he said. Such dynamics, he

says, “defy Western sensibilities.” “Few
places are more crime-ridden than Ven-
ezuela, and you cannot flick a switch to
turn that off.”

It looks, at best, therefore, to be a very
gradual process with so many factors at
play.

Companies and operators who man-
age to secure stable supply chains may
be the ones who come out of it all on top,
eventually.

“Markets reward predictable, secure
supply,” said Derek Lemke, senior vice
president of product level intelligence at
Al supply chain company Exiger. “With-
out visibility and risk control across the
full supply chain, resource potential re-
mains theoretical.”

U.S. companies could invest in nar-
row and heavily de-risked ventures with
escrowed revenues or enter into quick
projects with guaranteed arrangements.
But there will be no stampede into the
country, added Usha Haley, chairwoman
in international business at Wichita State
University.

“Venezuela just seems highly unsta-
ble on so many fronts,” she concluded.

Uncertainty will reign for some time,
particularly in the current crime-ridden
minerals industry.

“Venezuela’s mining code, currency
exchange laws, tax laws, and federal and
local government free carries make cur-
rent development uneconomic,” warned
Thomas Winmill, portfolio manager at
investment group Midas Funds.

At the heart of it all will be any sem-
blance of political stability. And Trump
and the United States will play a key role
in that. Many Venezuelans remain at
present highly skeptical.

They may be delighted to see the back
of Maduro, but any U.S. involvement
has to be so much more than seeking to
make a quick buck from the country’s as-
sets, something that has not looked very
hopeful, judging by events so far.

“I am disappointed in the U.S. so far,
given it has broken all democratic rules
by negotiating with the current govern-
ment,” Rojas Arroyo said. “It cannot just
be transactional — we are leaderless
right now.” %

Nick Thomas is a writer based in Denver.
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