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Mexico Is Poised for Energy Boom
Major reforms mean private and foreign firms will help tap more hydrocarbons, including natural
gas

Sep 2, 2014 | By Lucas Laursen

Mexico reopened its energy market to
outside producers in August for the first
time in more than 75 years. Until now,
private companies could only serve as
contractors to the national hydrocarbon or
electricity monopolies.

Mexicans formerly took pride in keeping a
major natural resource in national hands.
Pemex, the state petroleum monopoly,
provided almost a third of federal revenues.
Yet Pemex’s production began dropping in
the mid-1990s. In 2013, the U.S. Energy
Information Administration (EIA) predicted (PDF) that by 2025 Mexican oil
production would plunge by more than 50 percent from 2010 levels, despite the
presence of the equivalent of 450 billion barrels of oil in Mexico, on par with Saudi
Arabia’s resources. On August 25, citing the reforms, the EIA predicted a turnaround
in the decline over the next few years and a return to growth by 2025. Mexico is now
on the verge of an oil and gas boom.

“The easy oil is gone or going,” said Mexico’s director of sustainable energy, Adrián
Cordero Lovera, at a recent conference on renewable energy in Oaxaca de Juárez. So
Mexico is looking to outside firms for help tapping its harder-to-reach oil stores as
well as unconventional sources of hydrocarbons, such as natural gas in shale
formations.

Mexico, the world’s 10th largest economy, faces huge demand for energy: its electricity
production needs to double by 2028, according to an August 24 report published by
the Atlantic Council, a Washington, D.C., think tank. Most of that new capacity will
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come from natural gas opened by the reform, says energy analyst David Goldwyn, lead
author of the report.

Pemex will continue to drill at its existing onshore and shallow offshore oil
installations and focus its exploration on so-called “probable” resources. Under the
old regime, the government only permitted Pemex to take one-year loans, which
prevented the firm from making long-term investments—the kind necessary for
developing the deeper offshore wells and unconventional gas and oil resources that
have made the U.S. the world’s second largest producer of hydrocarbons. The
potential for such development in Mexico is large: the EIA estimates that Mexico’s
shale and gas amount to the equivalent of 117 billion barrels of oil, just under a quarter
of its total resources. Now that companies can pay royalties for licenses and sign
profit-sharing contracts with Pemex, they are interested in partnering, Goldwyn said
in an August 25 press conference call.

Climate impact and other risks
Critics argue that the reform neglects clean energy technologies. Engineer Octavio
García Valladares, director of the renewable energy engineering program at the
National Autonomous University in Mexico City, says that “far from being an energy
reform, it’s a reform to continue exploiting petroleum.” Tapping its massive oil and
gas resources will make it harder for Mexico to reach its ambitious—and legally
binding—goal of cutting greenhouse gas emissions to 70 percent of 2000 levels by
2020. Mexico is already the 11th largest emitter of greenhouse gases.

There are some reasons to believe that Mexico is serious about minimizing its
greenhouse gas impact. Although renewables make up only about a fifth of Mexico’s
electricity capacity, they could comprise 17 to 18 gigawatts of the country’s next 55
gigawatts of new electrical generating capacity by 2024, says energy analyst Eduardo
Reyes of PricewaterhouseCoopers in Mexico City. By then, the country’s 2012 climate
law will require 35 percent of electrical generation to come from low-emissions
sources. The reform also opened the country’s overpriced, inefficient electrical grid to
competition. If its transmission losses—now at 18 percent—drop to 7 percent, the
average for countries in the Organization for Economic Co-operation and
Development (PDF), the country could burn less oil to meet its energy demand.

Still, more oil drilling could mean more spilling. In 1979, a Pemex exploratory offshore
rig failed, releasing between 3 million and 3.5 million barrels of oil into the Gulf of
Mexico. It was the biggest spill in the Gulf until the 2010 Deepwater Horizon spill of
almost 5 million barrels. Yet by 2010, Pemex’s overall safety record had reached
international standards and this year it increased the staff and budgets of its energy
regulatory arms, Goldwyn says. “The government is committed to matching U.S.
standards in terms of safety and control in the deepwater,” he adds.Yet like the U.S.,
Mexico faces major management and regulatory challenges as it endeavors to extract
its oil and gas resources while still meeting its environmental and climate goals.

*Correction (09/02/14): The original sentence was edited after posting to correct the
date of the reform.

 Rights & Permissions

Follow Us:

More More »»

See what we're tweeting about
Scientific American MIND

Solve Innovation Challenges

DARPA Forecasting Chikungunya Challenge
Deadline: Feb 01 2015 
Reward: See DetailsSee Details

DARPA(Defense Advanced Research Projects
Agency) seeks methods to accurately forecast

the spread of

Pseudoephedrine #3:  Outsmarting
Methamphetamine Producers

Deadline: Nov 20 2014 
Reward: $100,000 USD$100,000 USD

The Seeker desires a method for formulating
pseudoephedrine products in such a way that it will be
extremely difficult for clandestine c

More Challenges »

Powered By: 

ADVERTISEMENT

Latest from SA Blog Network

Science: Add Humor and Stir – Wocka, Wocka,
Wocka!
Absolutely Maybe | 3 hours ago

This Image is Not Photoshopped
Symbiartic | 5 hours ago

Just a Look: The Threat and Persona of Assault
and Violence
MIND  The White Noise | 13 hours ago

The Three Hearts of the OctoBeast

    

scicurious Cookie Science! In which I get
IRB approval for people to eat cookies. For
science. https://t.co/yUtFAf94wb
0 minute ago · reply · retweet · favorite

gstix1 GMO Fries with That?
http://t.co/44iL3aqfJO
35 minutes ago · reply · retweet · favorite

mdichristina RT @sciam: Help @Sciam
and @mdichristina examine the science of
learning. Vote for our South x Southwest
panel: http://t.co/4ac8eM4lhe
36 minutes ago · reply · retweet · favorite

http://www.dof.gob.mx/nota_detalle_popup.php?codigo=5301093
http://www.dof.gob.mx/nota_detalle_popup.php?codigo=5301093
http://spectrum.ieee.org/energywise/energy/policy/mexico-opens-its-grid-to-competition
http://www.pwc.com/mx/es/industrias/archivo/2013-12-energy.pdf
http://www.scientificamerican.com/article/mexico-is-poised-for-energy-boom/#
https://twitter.com/sciammind/sa-mind-contributors
http://www.innocentive.com/ar/challenge/9933617?cc=SciAm9933617&utm_source=SciAm&utm_medium=pavilion&utm_campaign=challenges
http://www.darpa.mil/
http://www.innocentive.com/ar/challenge/9933615?cc=SciAm9933615&utm_source=SciAm&utm_medium=pavilion&utm_campaign=challenges
http://www.scientificamerican.com/openinnovation/
http://www.scientificamerican.com/openinnovation/
http://www.scientificamerican.com/store/subscribe/scientific-american-print-digital/?WT.mc_id=SA_Webstore_SCA_PrintDigital_300x100_Mid&responseKey=W4S13RB01
http://www.scientificamerican.com/blog/post/science-add-humor-and-stir-8211-wocka-wocka-wocka/
http://blogs.scientificamerican.com/absolutely-maybe
http://www.scientificamerican.com/blog/post/this-image-is-not-photoshopped/
http://blogs.scientificamerican.com/symbiartic
http://www.scientificamerican.com/blog/post/just-a-look-the-threat-and-persona-of-assault-and-violence/
http://blogs.scientificamerican.com/white-noise
http://www.scientificamerican.com/blog/post/the-three-hearts-of-the-octobeast/
http://www.facebook.com/scientificamerican
http://www.twitter.com/sciam
https://plus.google.com/107538622122068192565/posts
http://www.youtube.com/sciamerican
http://www.scientificamerican.com/sitemap/
http://twitter.com/scicurious
https://t.co/yUtFAf94wb
http://twitter.com/intent/tweet?in_reply_to=506839455735373824
http://twitter.com/intent/retweet?tweet_id=506839455735373824
http://twitter.com/intent/favorite?tweet_id=506839455735373824
http://twitter.com/gstix1
http://t.co/44iL3aqfJO
http://twitter.com/intent/tweet?in_reply_to=506830493216960516
http://twitter.com/intent/retweet?tweet_id=506830493216960516
http://twitter.com/intent/favorite?tweet_id=506830493216960516
http://twitter.com/mdichristina
http://twitter.com/sciam
http://twitter.com/Sciam
http://twitter.com/mdichristina
http://t.co/4ac8eM4lhe
http://twitter.com/intent/tweet?in_reply_to=506830255416680448
http://twitter.com/intent/retweet?tweet_id=506830255416680448
http://twitter.com/intent/favorite?tweet_id=506830255416680448

