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Welcome to GBR’s Industry Exploration covering the current state of the Oil and Gas 
Industry in Argentina. We could not have visited the country at a more exciting time. 
2015 has been a pivotal year for the industry, as Argentina attempts to wrestle back to 
energy self-sufficiency in the immediate term, and anticipates a shale revolution in the 
medium to long term. To add to the velocity of change, Argentines ousted the populist 
government of the Kirchners, who between husband, and then wife, have governed the 
country since 2003, at great detriment to the Argentine economy, to elect President Macri 
in December, who leads a coalition fittingly entitled ‘Cambiemos’, ‘Let’s Change’ and 
has set about his mission with gusto. Currency controls have already been lifted, the 
Argentine debt has been successfully renegotiated and, after twelve years on the fringes, 
Argentina is now set to reintegrate with the global economy.

With the second largest shale deposits in the world outside of the USA, at ‘Vaca Muerta’ 
Argentines hope to imitate the shale revolution that has helped to lift the USA out of its 
economic gloom and enabled the country to overtake Saudi Arabia as the world’s leading 
oil producer.  The challenge is as daunting as the opportunity is immense. Argentina 
must attract billions of dollars of investment as well as entice junior and independent oil 
companies with the relevant expertise to take a play in the development of its fledgling 
shale industry so that the bonanza that is shale can benefit the economy.

Compiling this report, we were able to speak with the full gambit of players that are 
involved in the industry from majors to minors, E&P to EPC. Given the rapidity of recent 
changes, some of their comments may be slightly outdated as most interviews were 
conducted during the second half of the very eventful year that was 2015. Nevertheless, 
we have updated wherever possible in order to represent the contemporary issues in 
Argentina as perceived by its stakeholders today.

I hope that readers will find this study helpful and informative in allowing a clearer 
understanding of this fascinating country at this pivotal time. It only remains for me 
to thank the Argentines and foreign investors that we met during our lengthy stay in 
beautiful Argentina for their insights, their hospitality and the kindness and enthusiasm 
with which they received our team.

Their optimism was contagious and I hope that the pages that follow reflect that.

Best Regards, 

Mungo Smith, 
Senior Partner, 
Global Business Reports

Dear Reader,
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Area

 • Total 2,780,400 km2 (*)

Considering 1,084,386 km2 of the 
Exclusive Economic Zone area, 

Argentina is 3,939,463 km2 
In this figure the areas claimed are not included. 

8th largest country

 •  Water (%) 1.57

Population

 • 2015 estimate 43,431,886
• Density 14.4/km2

(*)Area does not include territorial claims in Antarctica 
(965,597 km2, including the South Orkney Islands), 

the Falkland Islands (11,410 km2), the South Georgia (3,560 km2) 
and the South Sandwich Islands (307 km2)

Editorial 
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“Given low international oil prices, unconventional and other capital-intensive activity will not be 
economical if productivity does not improve. It is a global challenge and all the actors need to play 

their role to achieve the objective: operators must develop more efficient techniques and foster cost-
reducing synergies; services providers must optimize their activities and reduce their own costs; federal 

and provincial authorities must establish a stable and investment-friendly environment; and trade unions 
are key to establishing a competitive labor environment. The industry as a whole needs to focus on 

increasing productivity, as it is a pre-requisite to making future projects economical.”   

- Jean-Marc Hosanski, 
Managing Director, 

Total Austral
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more oil extracted
in July 2015 than 
the same month 
a year before

more gas extracted
in July 2015 than 
the same month 

a year before

proved oil 
reserves

proved natural 
gas reserves

1.4%

1.8%

2.35
BILLION 

BARRELS

11.14
TRILLION 
CUBIC FEET

Meat-lovers’ mouths water at the thought of an Argentine steak. But another kind of 
Argentine dead cow has been tantalizing oil and gas investors in recent years. In 2013, 
the US Energy Information Administration (EIA) announced that the world’s second 
largest shale gas reserves and fourth largest shale oil reserves lies beneath Argentina’s 
subsurface, mostly at Vaca Muerta in Neuquén province. 
However, Argentina has a long history with the industry. When walking through the 
streets of Comodoro Rivadavia, a coastal city in the Patagonian province of Chubut, 
a modest bronze plaque explains the country’s first foray with liquid gold more than a 
century previously: “In this place were raised: a tower and installation with which Well 
N-1 was drilled, which preceded the discovery of oil in the region - YPF’s golden an-
niversary, 1907-1957.” 
The country’s natural gas explorations are also worthy of mention, with Buenos Aires re-
ceiving the feedstock from Patagonia via what was the longest pipeline in the world at its 
inauguration in the 1940s. The capital’s GNC Galileo Technologies has been providing 
modular technologies for LNG production and transportation since 1983. “The industry 
grew significantly so that by the end of the 1970s, natural gas was approximately 20% 
of the energy matrix in the country. In 1979, during one of the worst economic periods 
in the oil and gas industry, Argentina discovered Loma La Lata,” said CEO Osvaldo de 
Campo. “Vaca Muerta is 100 times bigger than Loma La Lata, and history will repeat 
itself.” 
Investors are now well aware of Argentina’s abundant resources and favorable geology. 
Vaca Muerta may hold around 16.2 billion barrels of shale oil and 308 trillion cubic 
feet (TCF) of shale gas according to the EIA, and its shale is exceptionally thick. The 
abundance of shale resources is good news for a country hooked on oil and gas. While 
hydrocarbons normally supply about 60% of a country’s energy needs, Argentina relies 
on hydrocarbons for almost 90% of its energy supply, with almost 55% coming from gas 
and a third provided by oil. 

Introduction:
Can Argentina’s 

massive shale reserves 
fuel an economic 

revival as in the USA?

A new government will attempt 
to revitalize energy production

Source: U.S. EIA

Source: U.S. EIA
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The industry by numbers

Oil and gas production has steadily fallen 
since 2010 and, in the last five years, the 
fall in gas production has outpaced the 
fall in oil production. From 2010 to 2014, 
gas production fell by an average of 3.1% 
while oil production fell by an average of 
2.5%. Despite Argentina’s hydrocarbon 
addiction, the country has had to look to 
neighboring countries such as Bolivia to 
get its fix and, in 2011, Argentina became a 
net energy importer for the first time since 
1984. By 2014, it imported 203 billion 
cubic feet from the country. “When Ar-
gentina’s gas production decreased at the 
start of the decade, this was felt even more 
dramatically in the Argentine Northern ba-
sin. The possibility to increase gas imports 
from Bolivia was a good opportunity for 
Refinor,” explained general manager Fer-
nando Caratti, “and since then, the com-
pany has started to process Bolivian gas to 
make up for the decrease in domestic gas 
production.”
Oil and gas production continued to fall in 
2014, when oil production hit a record-low 
of 716,000 barrels per day (bpd), while 
natural gas production also bottomed out 
at just under 114,000 Mm3/d. Getting its 
hydrocarbon fix has come at a cost—Ar-
gentina now has an energy trade deficit of 
$7 billion. Yet 2015 was a turning point for 
hydrocarbon production in Argentina. Pro-
ducers extracted 1.4% more oil and 1.8% 
more gas in July 2015 than they had in the 
same month a year previously, indicating 
that the last few years of domestic and for-
eign investment were finally paying off. 
Three companies dominate hydrocarbon 
production in Argentina: Yacimientos 
Petrolíferos Fiscales (YPF), Pan Ameri-
can Energy, and Total. According to fig-
ures from Argentina’s Energy Ministry, 
YPF and Pan American Energy produced 
55% of Argentina’s oil production, while 
YPF and Total together produced the same 
amount of gas. In 2014, YPF was the top 
oil and gas producer in Argentina, taking 
over from Total which had dominated pro-
duction from 2010 to 2013. “Management 
of oil and gas companies in Argentina is 
very talented, and it is particularly interest-
ing that some companies have grown when 
production trends of oil and gas have gone 
down. Argentine management has been 
forced to be creative and innovative when 
confronted with adversities like inflation, 

devaluation, and social unrest,” explained 
PwC partner Jorge C. Bacher. 
While 88% of Argentina’s oil is produced 
in the Neuquén and San Jorge Gulf ba-
sins, the Northeastern, Cuyana and Austral 
basin round out the top five hydrocarbon 
wells. Neuquén also produces more than 
half of Argentina’s gas, while Austral’s 
25% production ensures its second posi-
tion. Ernesto López Anadón, president of 
the Instituto Argentino de Petróleo y Gas 
(IAPG) reflected on the technical features 
of Argentina’s producing basins: “Each 
province has its own basin with distinct 
characteristics. The San Jorge Gulf ba-
sin in Chubut province has a significant 
amount of oil and gas intercalation, and 
drilling wells there can cost between $3 
and $7 million. The Neuquén basin differs 
from San Jorge in that it is prone to light 
oil with much more gas content than the 
San Jorge basin. Vaca Muerta, meanwhile, 
has good organic content, good quality of 
rock that can be fractured, and the kind of 
access to water and other infrastructure 
needed to develop the oil and gas sector 
that the other basins lack.”
The first half of the decade has heralded 
huge amounts of change in Argentina’s oil 
and gas industry. In the six years to 2015, 
investment increased from $1 billion to $5 
billion; drilling rigs increased by 200%; 
and the number of drilled wells almost 
doubled, more than half of which are un-
conventional. “Much of this development 
is thanks to the pioneering decision of 
YPF and Chevron to begin the first devel-
opment of unconventional resources out-
side of North America,” said Jorge Sapag, 
former governor of Neuquén province. 
“These conditions have planted a new 
hope for Neuquén to increase oil and gas 
rent and for the country to regain energy 
self-sufficiency.”
Furthermore, investor fears about Ar-
gentina’s economy have been somewhat 
allayed with the election of a new, busi-
ness-friendly government. Time will tell 
whether the Macri administration’s re-
forms will achieve the desired outcome. 
“Investors looking at Latin America will 
find Vaca Muerta in Argentina much more 
attractive today than in previous years,” 
explained Rina Quijada, senior director 
Latin America at consultancy IHS. “The 
biggest advantage Argentina has today, 
aside from its feedstock, is its new admin-
istration and proposed reforms.” ▬

Argentina has been developing its 
natural gas industry for more than 80 

years, making it one of the countries 
with the longest history in this field. 

Buenos Aires has received natural gas 
from Patagonia since the 1940s, with 
a pipeline that was the longest in the 

world at the time. 

-Osvaldo del Campo, 
CEO,

GNC Galileo Technologies

“

”

Population: 43,431,886 (July 2015 est.)
Land Area: 2,780,400 sq km
Official Language: Spanish
Capital: Buenos Aires
Chief of State: President Mauricio Macri 
(since 10 December 2015)
Head of Government: President Mauricio Macri 
(since 10 December 2015)
GDP (PPP): $578.7 billion (2015 est.)
Growth Rate: 0.4% (2015 est.)
GDP per Capita: $22,400 (2015 est.)
GDP Composition by Sector: 10.5% agriculture, 
29.1% industry, 60.4% services (2015 est.)
Exports: $65.95 billion (2015 est.): soybeans and 
derivatives, petroleum and gas, vehicles, corn, wheat
Imports: $60.56 billion (2015 est.): machinery, motor 
vehicles, petroleum and natural gas, organic chemicals, 
plastics
Major Trade Partners: Brazil, China, United States, 
Germany, Chile

ARGENTINA AT A GLANCE
Source: CIA World Factbook
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MINISTRY OF ENERGY

N.B. This interview was conducted prior to Mr. Aranguren 
being appointed Minister of Energy and Mines and after 
he stepped down from Shell.

Juan José 
Aranguren

Can you provide an overview of your time at Shell? 
Having worked at Shell for almost 37 years, I have occupied dif-
ferent positions in Argentina, Australia, and the UK ranging from 
manufacturing to marketing and supply and distribution. Since 
2003, I have been president of Shell Compañía Argentina de 
Petróleo S.A. (Shell Argentina). It has been a joy to work for 37 
years at this wonderful company. Shell Argentina has shown the 
market that it is possible to operate in a difficult business environ-
ment while holding true to its business principles. 

What kind of legal challenges do companies like Shell face in 
Argentina?
The executive branch sometimes oversteps its legal authority, as 
regulated by Article 31 of the Argentinian Constitution. Neverthe-
less, any company operating in any country is firstly obliged to 
fulfill its legal obligations. As soon as a company fulfills its obliga-
tions, it is in a position to defend its rights to operate in the coun-
try. Though Shell Argentina has faced what it considers unfounded 
legal challenges, Shell has always fulfilled its legal obligations and 
successfully defended its rights in the Argentinian judiciary. 
Oil companies are prepared to operate in difficult business envi-
ronments. In the different parts of the world, Shell operates despite 
security or environmental concerns; in Argentina, Shell has oper-
ated despite Argentinian government officials. Despite Argentina’s 
perception as a difficult business environment, we are still operat-
ing in the market because we have successfully defended our right 
to do so. In September 2014, we celebrated 100 years of continu-
ous operations in Argentina.

To what extent do companies and the government respect the 
regulations governing oil and gas exploration? 
At the moment, oil and gas regulations are merely words on paper. 
Government interventionism and a lack of respect for the rule of 
law make Argentina’s regulatory framework weak.
Thanks to the Public Emergency Law, the executive can signifi-
cantly alter the regulatory framework. Argentina has been subject 
to the Public Emergency Law, enacted to manage the abandon-
ment of the peso’s peg to the dollar, since 2002. After 13 years, the 
law will continue until the end of 2015. 
Prior to the amendment of the law governing hydrocarbon explo-
ration and production (Hydrocarbons Law) on October 31, 2014, 

part of the law was blatantly ignored. Two articles of the original 
law stated that a company could only have five exploration permits 
and five exploitation concessions. At the time of the amendment of 
the Hydrocarbons Law, YPF had over 50 exploration permits and 
over 90 exploitation concessions. 

How could Argentina’s oil and gas regulatory framework im-
prove? 
Argentina needs a regulatory framework that is respected by in-
vestors and the government, as well as a credible economy. Ar-
gentina can develop energy self-sufficiency by taking advantage 
of opportunities not just in the fossil fuel sector, but also in wind, 
solar, biomass, hydro, and nuclear energy. But to take advantage 
of these opportunities, we need to attract investors by establishing 
a legal framework that preserves judicial and tax stability. We also 
need to offer investors a credible economy with lower inflation 
rates, only one exchange rate, and no restrictions to capital flow. 

What are your thoughts on the re-nationalization of YPF in 
2012? 
Companies are obliged to abide by the rules that exist in the coun-
tries in which they operate. The Argentinian Constitution allows 
for expropriations in cases where the public interest could be dem-
onstrated, so companies should be willing to bear this risk. How-
ever, the Argentinian government poorly managed the expropria-
tion of Repsol’s interests in YPF. The government failed to pay 
Repsol for its YPF assets prior to seizing them. Thus, the re-na-

Argentina can develop energy self-
sufficiency by taking advantage of 

opportunities not just in the fossil fuel 
sector, but also in wind, solar, biomass, 
hydro, and nuclear energy. But to take 

advantage of these opportunities, we 
need to attract investors by establishing 
a legal framework that preserves judicial 

and tax stability.

“

”

tionalization of YPF was, in effect, a confiscation that later became 
an expropriation. It was only after negotiations and an agreement 
between the government and Repsol that the re-nationalization of 
YPF became a constitutionally legal expropriation. Prior to the ex-
propriation, Repsol was considered a close ally of the government. 
That the government could so quickly turn against Repsol sent a 
very bad message to the business community.
Despite what happened to Repsol, the assets of another foreign 
company are unlikely to be expropriated. Nevertheless, YPF is un-
likely to become re-privatized. The government now holds 51% 
percent of YPF’s shares, and the private sector holds 49%. Since 
this ownership distribution is comparable to other adequately run 
oil companies around the world, the quality of YPF’s management 
should not be an issue. 

Despite the regulatory and political risks associated with op-
erating in Argentina, why has Shell decided to invest in Vaca 
Muerta?
The main objective of an oil company is to convert resources into 
reserves. Shell entered into Vaca Muerta in 2012 because it would 
help the country to develop its resources and produce the oil and 
natural gas that it needed to remain profitable. But before thinking 
about delivering a return to shareholders, an oil company needs 
to make sure that it has resources that can be turned into reserves. 
Securing reserves, in turn, justifies operating in Argentina, where 
for the time being the regulatory framework ignores international 
standards, but the opportunity to improve is in front of our eyes. ▬
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To what extent may the lack of infra-
structure hinder the development of 
projects in Vaca Muerta?
Oil and gas infrastructure itself will not be 
a problem. The industry is capable of sup-
plying the rigs, pumps, motors, etc., that 
are required to sustain increased activity. 

Roads and railroads, however, might pres-
ent an issue. Up to now, the lack of ade-
quate transportation options to and from 
the Neuquén has not been a problem since 
oil and gas activity does not yet compare 

President

INSTITUTO ARGENTINO DE 
PETRÓLEO Y GAS (IAPG)

Ernesto 
López 
Anadón

The IAPG was established in 1957 when 
it was the Argentina section of the Insti-
tuto Sudamericano del Petróleo. Today, 
the IAPG sets the technical benchmarks 
for the Argentine oil and gas industry. 
How has it evolved since its inception 
nearly 60 years ago?
The IAPG was founded with the purpose 
of being a platform to exchange technolog-
ical advances and information among its 
members. Since its inception, the institute 
has expanded its role to include technical 
training, the organization of congresses 
and networking events, as well as the of-
ficial keeper of statistics for the oil and gas 
industry. The IAPG has also undertaken 
the challenge of communicating the devel-
opments of the oil and gas industry to the 
general public. Moreover, the IAPG works 
to educate primary and secondary students 
on efficient consumption of energy and the 
advantages and disadvantages of various 
energy sources available to us. The goal is 
to help facilitate the rational and informed 
development of the energy sector in Ar-
gentina.

How do the main oil and gas producing 
areas in Argentina differ? 
Each province has its own basin with dis-
tinct characteristics. For example, explo-
ration and production are complicated in 
places like the Malargüe fold-and-thrust 
belt in Mendoza province where drilling 
wells might be costly. Then the San Jorge 
Basin in Chubut Province has a significant 
amount of oil and gas intercalation and 
drilling wells there can cost between $3 
million and $7 million. The Neuquén Ba-
sin differs from San Jorge in that it is prone 
to light oil with much more gas content 

than the San Jorge Basin. And then Vaca 
Muerta has good organic content, good 
quality of rock that can be fractured, and 
the kind of access to water and other infra-
structure needed to develop the oil and gas 
sector that the other basins lack.

Do you anticipate that the development 
of unconventionals in Vaca Muerta will 
come at the expense of developing other 
unconventional areas in Argentina?
Yes. Except for a couple of wells that have 
been drilled in the San Jorge Basin in the 
D-129 formation, the bulk of shale explo-
ration and development has been in the 
Neuquén Basin, specifically in the Vaca 
Muerta formation. Other areas present 
challenges and difficulties that make them 
less attractive as an investment for the time 
being. Oil and gas companies will only be-
gin developing unconventional resources 
in the rest of Argentina’s basins only after 
they overcome the learning curve at Vaca 
Muerta.

Given that one of IAPG’s goals is to 
facilitate access to education, will Ar-
gentina have the technical personnel to 
manage the development of its oil and 
gas industry? 
The lack of people graduating from tech-
nical careers is a common denominator 
all over the world, with some exceptions. 
Even in the United States, where the shale 
gas boom has been the source of much 
growth, companies have turned to retirees 
to staff projects. As unconventional activi-
ties intensify in Argentina, we are working 
with universities to grow the enrollment of 
future engineers, geologists, geoscientists 
and geophysicists.

to the activity in, for example, the United 
States. But if the number of rigs and frack-
ing equipment were to triple, then the lack 
of roads and railroads would be a problem. 
The need to transfer water, propane, chem-
icals, and trucks will surpass the capacity 
of our current infrastructure. That said, 
federal and provincial governments know 
what needs to be done and have been ac-
tive in facilitating investment in this area.
Indeed, overcoming problems related to 
logistics will be the greatest challenge for 
the oil and gas industry in Argentina. Com-
panies must look to integrate their activi-
ties in the most efficient way possible to 
lower well completion costs. 

How much of what has been learned 
from the American shale experience can 
be transferred back to Argentina, and 
how much will have to be relearned?
Regarding operational efficiency, it would 
be difficult to directly apply the lessons 
learned in the United States to Argentine 
shale fields. Oil and gas companies in the 
United States have access to 12 million 
horsepower of fracking equipment, where-
as companies in Argentina have access to 
only about 200,000 horsepower. Oil and 
gas companies will have to overcome the 
learning curve associated with understand-
ing Vaca Muerta as a formation. However, 
lessons related to the well completion and 
the development of drilling and working 
rigs can be applied in Argentina. For ex-
ample, companies in the United States put 
most of their rigs online, even though only 
60% of their fracking clusters became pro-
ductive. Companies in Argentina will need 
to learn to more efficiently use their rigs 
to obtain better returns on investment. ▬

Each province has its own basin 
with distinct characteristics. For 

example, exploration and production 
are complicated in places like the 
Malargüe fold-and-thrust belt in 
Mendoza province where drilling 

wells might be costly. Then the San 
Jorge Basin in Chubut Province has 
a significant amount of oil and gas 

intercalation and drilling wells there 
can cost between $3 million and $7 
million. The Neuquén Basin differs 
from San Jorge in that it is prone to 
light oil with much more gas content 

than the San Jorge Basin. And 
then Vaca Muerta has good organic 

content, good quality of rock that can 
be fractured, and the kind of access to 
water and other infrastructure needed 
to develop the oil and gas sector that 

the other basins lack.
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Attracting investment to the sector's development is a 
challenge for the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Indirect costs represent a challenge for the 
oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The cost of labor represents a challenge for 
the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Logistics is a challenge for the oil and 
gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Operating costs represent a challenge for 
the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Con�ict with unions represents a challenge for 
the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The current pipeline infrastructure is a challenge for 
the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The industry will reach levels of competitiveness in line with the 
most advanced oil-producing countries in 2 years.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The current port infrastructure is a challenge for 
the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The industry will reach levels of competitiveness in line with the 
most advanced oil-producing countries in 5 years.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities should standardize the relationship between 
the provinces and the national government.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The turnover of your company will increase in 
the next one to three years.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%

0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%

0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%

The following illustrations summarize the results of the anonymous survey that asked 
49 industry-leading oil and gas executives in Argentina conducted by GBR in December 2015. 
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President

MONTAMAT & ASOCIADOS 
S.R.L.

What has been the result of Argentina’s 
energy policies over the last decade, and 
what policies will Argentina need to de-
velop its hydrocarbon potential? 
In the last decade, the energy sector has 
faced political pressure, price controls, and 
energy consumption subsidies that increase 
demand but do not incentivize investment. 
As a result of these shortsighted policies, 
Argentina has lost energy self-sufficiency. 
Though the U.S. Energy Information Ad-
ministration determined that Argentina has 
a vast amount of unconventional resources 
in 2013, Argentina cannot develop this hy-
drocarbon potential with domestic savings 
alone. Argentina needs international invest-
ment. To attract international investment, 
Argentina needs a predictable energy policy. 
Argentina’s incentive structures and the 
misguided view that oil prices would stay 
at $100 per barrel have caused investors to 
prioritize the exploration and production of 
oil over gas. Price controls that set the in-
ternal price of oil at $77 per barrel favor 
the exploration and production of oil over 
gas. Moreover, the first investments in Vaca 

Dr. Daniel 
Gustavo 
Montamat 

Muerta, like the agreement between YPF 
and Chevron, went to oil because oil prices 
were expected to remain around $80 to $100 
per barrel in the long-term. 
Investors need predictable signals of how 
the rules of the game are going to evolve. 
Constantly changing rules concerning rent 
distribution will cause companies to over-
produce and limit new investment in devel-
oping new reserves. 
When regulations abruptly change, ex-
ploration is the first item that exploration 
and production (E&P) companies cancel. 
Whereas production offers immediate rent, 
exploration only offers potential rent. Prov-
inces must offer E&P companies predictable 
prices. However, predictable prices do not 
mean constant prices, but rather prices that 
are free from discretional political interven-
tion and that follow international reference. 
Some argue that returning to a national con-
cession regime would promote investment, 
but doing so is unnecessary and would re-
quire a constitutional change. Oil and gas 
investors can bear a provincial licensing 
regime so long as a national policy clearly 
delineates the appropriation and distribution 
of rent. 

How will rising interest rates affect Ar-
gentina’s oil and gas industry? 
Argentine companies have few opportuni-
ties to borrow in the domestic market, and 
exchange-rate controls make it difficult to 
borrow internationally. For these reasons, 
rising interest rates do not pose serious 
debt-service problems for Argentine com-
panies. Yet higher interest rates will mean 
higher financing costs. Despite near-zero 
interest rates, Argentine companies face 
a premium of 8% to 10% in international 
capital markets due to Argentina’s country 
risk. If interest rates go up, Argentina may 
face financing costs so high that investors 
will be unwilling to invest in further proj-
ects. Argentina needs to reduce its country 
risk to reduce interest rates to a level that 
can compete at least with other countries in 
Latin America. 

What effect do energy subsidies have on 
the economy and investment in the oil 
and gas industry?
In Argentina, you usually have to make a 
correction of relative prices. The average 
price of gas is around 25% of the regional 
average, and electricity prices are around 
22% to 23%. Subsidies make relatively 

lower energy prices possible, especially 
subsidies of natural gas consumption. En-
ergy subsidies cost around $15 billion per 
year and thus represent around 3% of GDP. 
Phasing subsidies out will be a serious chal-
lenge for Argentina, but they also affect in-
vestment in the oil and gas industry. Low 
electricity and natural gas stimulate energy 
demand, but the problem is that current pric-
es are not covering production costs. New 
price signals must attract more investment. 
Without new price signals, the only invest-
ment will be government investment with 
public funds. 

How should oil and gas rents in Argentina 
be distributed? 
When it comes to distributing rent, consum-
ers should not be at the negotiating table. 
The participation of consumers in the nego-
tiation of rent distribution introduces price-
distorting subsidies. To avoid energy prices 
deviating from international price referenc-
es and ignoring opportunity costs, only the 
government and oil companies should be 
present at the negotiation table. 
Provincial governments acquire economic 
rents through royalties, license extension 
fees, and provincial taxes. The national gov-
ernment acquires rent through income and 
export taxes. Nevertheless, the national and 
provincial governments must appropriately 
compensate companies in light of the risk 
and cost of a project. For example, given 
the risks and high costs associated with 
offshore exploration and production, com-
panies must receive a portion of rent in the 
order of 60% to 70% to attract investments. 
Other projects can have risks and costs so 
low that companies only expect around 30% 
of the rent. 

Where do you see Argentina in 10 years? 
If Argentina begins reforming today, the 
country has the potential to be in a much 
better position in 10 years. Argentina has 
the potential not only to regain energy self-
sufficiency, but also to export surplus pro-
duction to the region, especially to neigh-
boring countries. However, Argentina will 
only develop its hydrocarbon potential by 
adopting market-oriented reform focused on 
making political institutions and rent regu-
lations more predictable. If Argentina does 
not begin reforming today, the country may 
face inflation with low growth, which would 
cause serious social problems in the long-
term. ▬

APUD & ASOCIADOS
Former Secretary of Energy (2001)

Can you tell us about your participation 
in the book you co-wrote, Consensos en-
ergéticos 2015 - La política para salir de la 
crisis energética?
In 2008, six former ministers of energy met 
at the Consejo Argentino para Relaciones 
Internacionales. The ex-ministers disagreed 
about many issues but agreed on most. The 
main point of agreement is a simple fact: 
Argentina’s hydrocarbon reserves exceed 
the country’s needs ten times and yet the 
country continues to import energy. The 
hydrocarbon sector is fundamental to the 
country’s development and progress. 

You wrote, “over the last 12 years, the 
Kirchnerist government created distrust 
through its internventionism, anomie, 
shortsightedness, and corruption.” Can 
you give an example of government in-
terventionism under the Kirchner presi-
dencies?
Government interventionism under the 
Kirchner presidencies constituted breaches 
of the law. In the wake of 2002 crisis in Ar-
gentina and the end of the peso’s peg to the 

Emilio J. 
Apud

dollar, the newly elected Kirchner admin-
istration decided to revise hydrocarbon-re-
lated contracts like exploration concessions 
and production permits. By executive de-
cree, the Kirchner administration unilater-
ally refused to renew concessions and per-
mits, fixed oil and gas prices, nationalized 
utility regulatory commissions. Moreover, 
the Kirchner administration arbitrarily ma-
nipulated the national budget. 
The Kirchner administration’s interven-
tionism has amounted to crony capital-
ism. The Kirchners have rewarded public 
works, with public funds, to companies 
with close connections to them. During the 
1990s, the private sector funded about 90% 
of investment, a percentage that has now 
significantly decreased as a result of the ac-
tion by the Kirchner governments. 

You wrote that exploiting Argentina’s 
hydrocarbon resources will require, 
among other measures, eradicating ide-
ologies. What ideologies should be eradi-
cated? 
The Kirchner administration often speaks 
of energy sovereignty, which it defines as 
Argentina’s energy independence secured 
by Argentine companies. Argentina has 
enough energy resources to be energy inde-
pendent and is right to pursue that indepen-
dence either through private companies or 
through private-public partnerships since. 
Why import resources that the country al-
ready has? Yet it is wrong to and imprac-
tical to pursue that independence by in-
sisting that Argentine companies lead the 
effort. An analysis of all of the financials 
of the companies nationalized by the Kirch-
ner administrations shows that they are all 
indebted. Even YPF benefits from govern-
ment subsidies. There Kirchner adminis-
tration confuses energy independence and 
patriotism.

You write that the one of the challenges 
associated with developing effective poli-
cies that regulate the hydrocarbon indus-
try relates to balancing the conflicting 
needs to attract risk-seeking investors on 
one hand and to maximize royalties for 
the federal and provincial governments. 
How should an effective hydrocarbon 
policy balance these conflicting needs? 
First, Argentina should not involve con-
sumers in the distribution of oil rent. Oil 
rent should be divided in two—the govern-
ment take and the corporate take. Yet util-

ity subisidies in Argentina allow consum-
ers to pay less than the market value of oil, 
which introduces a consumer take. Fifteen 
years ago, companies took about 52% of oil 
revenues while the government took 48%. 
After the 2002 crisis, Argentines lost pur-
chasing power, which led the government 
to subsidize energy utilities. As a result, oil 
rent is now divided among companies, the 
government and consumers. The Argentine 
government should properly compensate 
companies for the risks they take to explore 
and produce hydrocarbons if the country is 
to attract the investment it needs. The in-
volvement of consumers in oil rent, howev-
er, leaves less rent available for companies 
and deters them from further investments. 
An effective hydrocarbon policy that bal-
ances public and private interests will need 
to provide companies with legal security, 
politically independent institutions, and 
having regulations that are both clear and 
satble. The next administration will need 
to rebuild trust with the private sector and 
reach agreements with other political par-
ties to maintain political stability. Countries 
like Peru and Chile have attracted invested 
because they have managed to preserve 
regulatory stability despite changes of gov-
ernment. 

You wrote that attracting sustained and 
sufficient investment to the oil and gas 
industry will require government poli-
cies that are predictable. What kind of 
policies would make Argentina’s regula-
tory framework more predictable? 
In 2014, the Argentine congress amended 
the law that regulates the hydrocarbon in-
dustry. Yet this is a law that had no support 
from the opposition party. As a result, a 
change in government could easily lead to 
yet another legal reform. In 1994, a consti-
tutional amendment transferred ownership 
of natural resources from the national gov-
ernmenment to provincial governments. 
One initiative that would make Argentina’s 
regulatory framework more predictable 
would be a law that harmonizes national 
and provincial interests and takes into con-
sideration investors’ interests. Moreover, 
such a law should be the product of a com-
promise among all political parties in Con-
gress, should have support of the provincial 
governments, and should be based on input 
from companies and unions. A new hydro-
carbon law should harmonize regulations 
and be durable. ▬
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“Developing Vaca Muerta will need about $30 billion 
per year and large-scale production may begin in 2020, 
if these investments begin today. However, before these 
large investments and production begin, Argentina will 

have to radically change.” 

- Alberto Saggese, 
President,

Gas y Petróleo del Neuquén (GyP)

INTERNAL 
RULES 

REGULATIONS 
IN ARGENTINA 

OIL AND GAS

G
B

R
 •

 In
du

st
ry

 E
xp

lo
ra

tio
ns

 •
 A

R
G

EN
TI

N
A

 O
IL

 &
 G

A
S 

20
16

Im
ag

e:
 G

as
 y

 P
et

ró
le

o 
de

l N
eu

qu
én

 S
.A

. (
G

yP
)



Well infrastructure, transportation, and lo-
gistics are three issues that pose distinct 
challenges in Argentina, but that also pro-
vide several opportunities. Foreign oil and 
gas investors may wonder whether old, 
leaky pipelines will disrupt production; 
whether single-lane roads will cause traf-
fic jams and delay important deliveries; 
or whether logistics companies will be 
professional enough to foresee and fulfil 
delivery times. However, Ernesto López 
Anadón, president of the Argentine Insti-
tute of Oil and Gas (IAPG), is confident 
in Argentina’s capabilities: “Oil and gas 
infrastructure itself will not be a problem. 
The industry is capable of supplying the 
rigs, pumps and motors that are required 
to sustain increased activity. Federal and 
provincial governments know what needs 
to be done and have been active in facili-
tating investment in this area. If govern-
ments keep up the pace, the rate of infra-
structure development will proceed in line 
with development.”
With a century-old hydrocarbon industry, 
the foundations of Argentina’s oil and gas 
infrastructure lies with well-established 
companies such as Contreras Hermanos. 
The construction company, founded in 
1947, built much of the internal road net-
work in the fields of the San Jorge Gulf 
basin throughout the 1960s and 1970s. 
Though these fields are isolated from ma-
jor roads, the company understands the 
importance of reaching each reservoir. 

Pipelines, however, are a different story. 
Argentina built the first gas pipeline in 
Latin America in the 1940s, connecting 
Comodoro Rivadavia to Buenos Aires. 
While a network of pipelines now criss-
cross the country, such as the pipelines 
connecting Compañia Mega’s gas sepa-
ration plant in Neuquén with its fraction-
ation facilities in Bahia Blanca, existing 
capacity needs to be supplemented in 
order to facilitate growth: “We are seeing 
some bottlenecks in terms of our pipeline 
and our two processing plants. We there-
fore need to invest in expanding our pro-
cessing capacity so that the company can 
expand its operations in line with increas-
ing production in Neuquén,” said general 
manager Hugo Tormo.  
This requirement for pipeline expansion is 
creating opportunities for midstream com-
panies such as CGC, which has interests 
in both Transportadora de Gas del Norte 
(TGN) GasAndes and Transportadora de 
Gas del Mercosur (TGM). Considering 
more than 50% of Argentina’s energy 
matrix relies on natural gas, the country’s 
pipelines have predominantly been used 
for supplying the domestic market. The 
focus for CGC’s 1,000 km-long pipe-
line network, which currently transports 
more than 40% of Argentina’s natural gas 
supplies and connects the country with 
Chile and Brazil, may now start to shift. 
“Because of Argentina’s vast shale gas 
resources, gas transportation is a good, 
long-term investment,” explained vice 
president Sergio Paredes. “Due to the ob-
ligation to supply the Argentine market’s 
gas needs, companies have not used pipe-
lines for transportation or exports since 
2007. For example, CGC uses its owner-
ship of a part of GasAndes exclusively for 
the storage of gas. Now these pipelines 
can be used either to export or import gas 
from neighboring countries.”
Having gained experience across the Mer-
cosur region, and honed their skills on 
other oil and gas projects, companies such 
as TECNA have the necessary skills for 
pipeline expansion: “Though the lack of 
adequate infrastructure poses a challenge 
for the development of Argentina’s hydro-
carbon resources, this situation actually 
represents business opportunities for com-
panies such as TECNA,” explained gen-
eral director Southern Cone Oscar Barbán. 
“TECNA finds a business opportunity 
wherever increased oil and gas production 

State 
of the 
Industry
Rehauling a sprawling 
infrastructure

lead to the breakdown of various kinds of 
plants that require revamping.”
As activity increases, Argentina’s inade-
quate highway infrastructure also presents 
itself as a growing problem, particularly in 
those areas which serve the country’s cit-
ies and ports. “Up to now, the lack of ad-
equate transportation options to and from 
the Neuquén region has not been a prob-
lem, since oil and gas activity does not yet 
compare to the activity in, for example, 
the United States,” said IAPG’s López 
Anadón. “But if the number of rigs and 
fracking equipment were to triple, then 
the lack of roads and railroads would be a 
problem. The need to transfer water, pro-
pane, chemicals and trucks will surpass 
the capacity of our current infrastructure.”
Speaking at the 2015 World Shale Oil and 
Gas Latin America Summit in Neuquén, 
EY’s oil and gas senior manager Alex 
Fleming gave a sobering view on the im-
pact of an uptick in activity on Argentina’s 
infrastructure and labor markets. He pre-
dicted that while Argentina’s unconven-
tional activities will require around 1,000 
full-time truck drivers in 2016, the indus-
try may need almost double this number 
over the next decade if the industry con-
tinues to develop at its current rate. 

Image: Gas y Petróleo del Neuquén S.A. (GyP)

The oil and gas industry cannot be 
measured in months or a few years, 

only on a long term basis. It is an 
optimum time to enter Argentina, 

with its current cheapness. If 
measures incentivize investments in 

cheap oil, it is not a good moment, but 
if incentives achieve inversions in oil at 

a reasonable level, Argentina must be 
a leader in respect to its production, 

primarily in gas and oil. 

- Carlos Damián Mundín, 
Director, 

BTU
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Local and regional governments are how-
ever aware of this requirement, and steps 
have been taken to improve the situa-
tion. Gas y Petróleo del Neuquén (GyP) 
was founded in 2008 by the province to 
find investors to develop its hydrocarbon 
resources, and now holds a 10% stake 
in each joint venture. President Alberto 
Saggese knows that investment in in-
frastructure hinges on the willingness of 
external investors to take a chance on Ar-
gentina: “Without production, there is no 
money; without money, there is no infra-
structure investment; and without infra-
structure, there is no production.”
In this regard, however, new president 
Mauricio Macri is aware of the need for 
action: “I know there is an enormous 
pending debt on infrastructure. We can 
develop not only the roads, but also the 
trains and waterways. There has been a 
huge lack of investment,” he stated in his 
native Spanish to the press in March 2016, 
“but working side-by-side with governors 

and mayors we will begin collaborating on 
solutions as soon as possible.”
Companies now need to focus on employ-
ing the latest technologies in order to keep 
pace with modern oil and gas operations 
around the world. Technology company I-
FLOW has provided logistics solutions to 
retail and other industries for more than 40 
years and, in 2013, it attempted to apply 
the lessons it had learned in retail logistics 
to the oil and gas industry, with mixed re-
sults. “Products are rarely tracked, much 
less with tracking bar codes. Top levels of 
management want to hear about how they 
will save costs by implementing an inte-
grated logistic system, but it is harder for 
people on the ground to make the shift,” 

claimed president Raúl Horacio Morales. 
“Though these outdated logistics process-
es may have worked for supporting the 
development of conventional wells, they 
will not work for unconventional ones.”
In some areas, however, Argentina’s infra-
structure has received investment. Accord-
ing to EcoStim Energy Solutions, founded 
in 2011 and with a focus on bringing U.S. 
technologies to Argentina, existing opera-
tions have seen some development. “Our 
customers started using hydraulic fractur-
ing techniques in Neuquén more than 30 
years ago so the region is well prepared 
in some respects,” said vice president of 
global sales and technology Miguel Di 
Vincenzo.

Fiscal regime – loosen up

Argentina’s taxation system is adminis-
tered at the federal, provincial and mu-
nicipal levels. It is also easier to navigate 
than the complex system in neighboring 
Brazil, with fewer regulations. Income tax 
is 35%, but there are concessions in place 
for oil and gas exploitation ranging from 
12% to 18%, with a sales tax of only 3%. 
“[These are] low compared to other pro-
ducing countries in the world with similar 
systems. Dividends to foreign beneficia-
ries are taxed at 10% and capital gains at 
15% on net income or 13.5% on sales,” 
said Miguel Maxwell, CEO at Deloitte 
LATCO. 

Inflation of around 30% has created chal-
lenges for companies, particularly since 
the inflation-adjustment clause was sus-
pended several years ago, making the 
effective tax rate far higher. “For years, 
companies have been asking for the re-
instatement of the inflation-adjustment 
clause,” explained Enrique Grotz, part-
ner at EY Argentina. “Nevertheless, the 
real solution to these kinds of problems is 
tackling the root macroeconomic causes.”
President Macri’s economic reforms, im-
plemented in December 2015 shortly after 
his election, have served to increase confi-
dence among both local and international 
investors in Argentina’s fiscal regime. His 
biggest move was to de-peg the peso from 

Our customers started using hydraulic 
fracturing techniques in Neuquén 

more than 30 years ago so the region 
is well prepared in some respects. Our 

main concern is the still immature 
logistics network, which is necessary 

to materially expand operations 
in Neuquén in a way comparable 
to a major shale development in 
North America. The volume of 

sand and supplies needed for the 
unconventional shale development 
is significantly greater than for the 

smaller well stimulation efforts 
performed historically.

- Miguel Di Vincenzo,
 Vice President of 

Global Sales & Technology,
EcoStim Energy Solutions
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resources are located in Neuquén, whose 
advantages include abundant water re-
sources, a century-old hydrocarbon indus-
try, and, unlike some areas in the United 
States, relative under-population.
The impact of the shale boom in the Unit-
ed States had a profound impact on its 
petrochemical industry, but imagine the 
impact that such a boom would have in 
Argentina, where the ratio of resources to 
economic output and population is much 
larger. Even if Argentina underachieves, 
the impact could still be massive.

What impact would a shale revolution 
have beyond Argentina’s petrochemical 
industry? 
Dow wants to see the value created up-
stream to reverberate throughout the entire 
energy value chain and beyond. It would 
be a mistake to see the country’s uncon-
ventional resources as just another export-
able commodity that would correct the 
country’s trade imbalances. 
The American shale boom shows that an 
Argentine shale boom would lead to waves 
of development in four sectors: (1) the oil 
and gas industry; (2) the petrochemical, 
power generation, steel, and other indus-
tries that intensively use raw, hydrocarbon 
materials; (3) industries that use petro-
chemical output to manufacture products 
like diapers, bottles, etc.; and (4) R&D de-
partments bolstered by more funds. Impor-
tantly, more R&D would create a virtuous 
circle by which value is sustainably gener-
ated throughout the value chain. Creating 
this virtuous circle will require significant 
know-how, planning, and political deci-
sions.  

the solution. Eventually, Dow took the in-
formed and important decision to be part 
of the solution by partnering with YPF to 
be one of the first investment catalyzers in 
the upstream gas sector. In 2013, YPF and 
Dow entered into a joint venture by which 
Dow will fund the development of El Ore-
jano, a Vaca Muerta gas field.
Performance plastics will clearly benefit 
from the investment in El Orejano. Natural 
gas production from the El Orejano block 
will not only yield competitive raw materi-
al but also secure the supply of such mate-
rial. With high-quality and abundant feed-
stock, Dow will be able to think bigger, 
to continue expanding Dow’s presence in 
Argentina, and to conquer new markets 
throughout Mercosur. 

Dow sees many parallels between the 
United States and Argentina 
Setting aside factors like the size of the 
economy, the regulatory framework, and 
the business environment, Dow sees im-
portant parallels between the impact of 
the United States’ shale boom on its pet-
rochemical industry and the impact that a 
similar boom would have on Argentina’s 
own petrochemical industry. The shale 
boom in the United States taught Dow that 
the reversal of production declines can be 
quick after producers overcome learning 
curves, and that investing in the boom too 
late can be detrimental.

What impact would a shale revolution 
have on Argentina’s petrochemical in-
dustry? 
To understand the impact of a shale boom 
on Argentina’s economy, it would be use-

President

DOW ARGENTINA

Gastón 
Remy

How important has Dow been to the de-
velopment of Argentina’s petrochemical 
industry? 
Counting the direct and indirect employ-
ees that contribute to the company’s oper-
ations, Dow employees 3,000 people and 
has employed up to 4,000 people. Dow 
sees itself and others recognize it as the 
leader of Argentina’s petrochemical indus-
try for the last 60 years. Throughout the 
company’s leadership, Dow has often been 
a first-mover within the industry. 

How important is Argentina to Dow’s 
global strategy? 
Dow’s subsidiary in Argentina is the com-
pany’s sixth largest in the world, even 
though Argentina was the world’s 24th 
largest economy. As a result, Dow Ar-
gentina is disproportionately represented 
in terms of the Dow’s business presence 
in Argentina. Why? Dow operates in the 
two key platforms of the Argentine econ-
omy. On one hand, Dow is the third larg-
est agrochemical player after Monsanto 
and Syngenta in the agribusiness; on the 
other hand, Dow is the largest and best 
integrated petrochemical player in the hy-
drocarbon value chain, especially thanks 
to the company’s plastics business. A third 
platform under development in Argentina 
relates to infrastructure and mining, for 
which Dow has solutions and technology.
Dow’s success in Argentina is the product 
of the nexus among (1) the country’s own 
competitive advantages in the agribusiness 
and hydrocarbon industries, (2) the align-
ment of Dow’s core business with these 
two industries, and (3) Dow’s reputation 
and presence in Argentina. 

Three projects constitute Dow’s petro-
chemical triangle: Gulfstream in the Gulf 
of Mexico, Sadara in the Middle East, and 
Bahía Blanca in Argentina. Dow’s vision 
in Argentina is to make Bahía Blanca ap-
proximate the scale of Dow’s operations in 
the Gulf of Mexico and the Middle East.  
Dow’s larger strategy is to leverage the 
company’s technology as scale and Dow 
shifts its portfolio toward higher-growth 
businesses with integration to cost-advan-
taged feedstocks.

How has Dow reacted to declining oil 
and gas production in Argentina? 
Up until the end of the 1990s, Dow great-
ly benefitted from the abundant supply of 
competitive raw materials from the Loma 
de la Lata field. Yet when the production 
decline started, Dow had two options af-
ter suffering through a series of difficult 
winters throughout the 2000s. Dow would 
either be part of the problem or part of 

ful to recall the impact that such a boom 
had on the petrochemical industry in the 
United States. From 2007 to 2009, pet-
rochemical facilities were shutting down 
in the United States and companies were 
thinking about moving operations to the 
Middle East, Asia and Latin America. 
Now, the American petrochemical indus-
try has 140 billion dollars’ worth of on-

going projects, has created 500,000 new 
petrochemical jobs and will move from a 
trade deficit in petrochemical products to a 
surplus of $30 billion of by 2018. 
When compared to Argentina, the United 
States has a population that is seven times 
bigger and an economy that is 32 times 
larger. And yet, the shale resources of the 
United States are 82% the size of Argen-
tina’s. Moreover, the vast majority of these 

Dow wants to see the value created 
upstream to reverberate throughout 

the entire energy value chain and 
beyond. It would be a mistake to 

see the country’s unconventional 
resources as just another exportable 

commodity that would correct the 
country’s trade imbalances. 

When compared to Argentina, the 
United States has a population that is 
seven times bigger and an economy 
that is 32 times larger. And yet, the 
shale resources of the United States 

are 82% the size of Argentina’s.

Setting aside factors like the size 
of the economy, the regulatory 
framework, and the business 
environment, Dow sees important 
parallels between the impact of 
the United States’ shale boom on 
its petrochemical industry and the 
impact that a similar boom would have 
on Argentina’s own petrochemical 
industry. The shale boom in the 
United States taught Dow that the 
reversal of production declines can 
be quick after producers overcome 
learning curves, and that investing in 
the boom too late can be detrimental.

“
“

“

””
”

What will Dow’s leadership look like in 
Argentina? 
In 2015, Dow launched seven sustainabil-
ity goals to help redefine the role of busi-
ness in society. The first goal is to lead the 
blueprint by which Dow aims to lead the 
development of a societal blueprint that 
integrates public policy solutions, science 
and technology and value chain innova-
tion to facilitate the transition to a sus-
tainable planet and society. Recalling the 
abundance of Argentina’s unconventional 
resources and Dow’s early participation 
in their development, I cannot think of a 
country where Dow is better poised to lead 
the blueprint. ▬
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Partner

ERNST & YOUNG (EY) 
ARGENTINA

Enrique 
Grotz

How important has EY been in the development of Argen-
tina’s oil and gas industry?
Pistrelli, Henry Martin & Asociados-EY and its predecessors’ 
firms (the Firm) participated in Argentina’s privatization process 
during the early 1990s by working with the government to divide 
Gas del Estado, the state-owned natural gas company, into eight 
distribution companies and two transport companies. The Firm 
went on to work for seven of the new privatized companies. 
When YPF was privatized and became a corporation, the Firm 
helped YPF with the 1991 and 1992 audit to go public in Argen-
tina and in the United States in 1993. YPF achieved a record ini-
tial public offering of $3.5 billion and became the first Argentine 
company to go public in the United States. From 1990 to 1995, 
EY helped YPF become a state-of-the-art company. 

What opportunities await small exploration and production 
companies and service companies? 
Small companies developing unconventional resources have been 
successful in the United States and can sometimes be more agile 
than bigger companies. Small companies can take decisions more 
quickly. Given the success that smaller companies have had in 
the United States, all companies will look to invest in unconven-
tional activities in Argentina. Most of the blocks in Neuquén have 
already been taken, but the current players need and want more 
partners. For example, YPF has a high debt-to-equity ratio that 
has motivated the company to find partners in Chevron, Petronas, 
and Dow. It is rare to see a company exploring a block by itself. 
The main attraction for new players is the abundant resourc-
es waiting to be turned into reserves. Service companies of all 
kinds—drilling, pulling, food, maintenance, logistics, and trans-
port—especially stand to benefit. 

How does Argentina’s tax regime compare to other countries 
in Latin America? 
The South American country with the most complicated tax re-
gime is Brazil with all of its local and provincial regulations. 
Argentina has three levels of taxes: federal, provincial, and mu-
nicipal. The main difficulties in Argentina are not the regulations 
themselves, but rather the interpretation of regulations. Some-
times companies and governments interpret regulations differ-
ently. 
For example, tax laws have an inflation-adjustment clause, but 
this clause was suspended several years ago. For years, compa-
nies have been asking for the reinstatement of the inflation-adjust-

ment clause. Though companies pay a 35% corporation tax, an 
inflation rate of 30% to 40% makes the effective tax rate higher. 
The real solution to these types of problems is tackling inflation 
since it is not likely that the inflation-adjustment clause will be 
re-instated. 

How does a price floor at $77 per barrel of oil affect invest-
ments in Argentina? 
Drilling a well in Argentina used to be three times as expensive as 
in the United States; now it has fallen to being two times more ex-
pensive. Drilling a well in the United States costs about $3.5 mil-
lion while in Argentina it costs about $7.5 million. Labor costs are 
higher and import duties make drilling equipment more expensive 
in Argentina. Yet YPF is aiming to reduce that cost to $6.5 million 
in the short-term. Low oil prices have exacerbated the challenge 
of high operating costs since they further squeeze profit margins. 

Do you have a final message? 
Overcoming challenges may take some time, but I am highly opti-
mistic that Argentina’s oil and gas industry will see a boom. When 
that boom will occur is the big question. If companies wait too 
long to enter, they may lose their chance. EY is ready to help 
companies at stage of their business in Argentina, be it with their 
taxes, deals, audit, and advisory needs or explaining Argentina’s 
idiosyncrasies. Before entering any country, I always advise com-
panies to find an accountant and a lawyer. ▬

garding international trade. In 2012, the 
former government implemented a three-
tiered system for importing goods. First, 
the Argentine Tax and Customs Authority 
(AFIP) had to certify that the importer had 
paid its taxes and had the means to pay 
for the imported goods. The importer also 
had to submit an Advanced Affidavit for 
Imports (DJAI) before completing trans-
actions and before the goods could leave 
their port of origin. Finally, depending on 
the country’s notoriously fluctuating for-
eign currency reserves, the Central Bank 
had to release funds to the importing com-
pany for payment. 
DJAI was the subject of a number of com-
plaints from the United States, the Euro-
pean Union and Japan, amongst others, 
and was subsequently found to be in viola-
tion of World Trade Organization rules on 
international trade. With Argentina only 
having until the end of December 2015 
to resolve this issue, it was one of Presi-
dent Macri’s first tasks on taking office. 
“Our new government made these amend-
ments on 23 December 2015, replacing 
DJAI with SIMI, a new Integral System 
for Monitoring Exports, which grants 
automatic licenses for all imported prod-
ucts,” outlined Sebastian Aversa, country 
manager for third-party logistics firm BDP 
International. “Imports decreased by 45% 
during the period of DJAI and we hope 
that we can regain these losses during 
2016.”
While Argentina’s incentives for foreign 
investment were enough to coax a few 
players into investing in the industry de-

spite difficult economic conditions, the 
removal of import restrictions and the lift-
ing of artificial currency controls should 
ensure greater interest in the potential of 
Vaca Muerta. ▬

Developing Vaca Muerta will need 
about $30 billion per year and 

large-scale production may begin 
in 2020, if these investments 

begin today. However, before these 
large investments and production 

begin, Argentina will have to 
radically change. For example, 

when the current pilot projects in 
Neuquén begin to require additional 

investment, it is difficult to say 
whether companies will be willing 

to make these commitments if they 
cannot repatriate their profits. Making 

it easier for companies to repatriate 
profits would promote investment in 

the long-term. Argentina will need to 
make these and other reforms if the 

country is to take full advantage of the 
opportunities in Vaca Muerta.

- Alberto Saggese, 
President,

Gas y Petróleo del Neuquén (GyP)

“

”

the dollar and, allowed to float, the cur-
rency saw an immediate one-third devalu-
ation. 
The Argentine government also has a sys-
tem of incentives in place to encourage 
foreign investment into the sector, such 
as offering tax exemptions to companies 
investing more than $250 million over 
a three-year period. Dow Argentina has 
so far invested $850 million into a joint 
venture agreement with YPF to explore 
the El Orejano gas in field in Neuquén 
province over two funding rounds, while 
YPF’s latest collaborator, American Ener-
gy Partners, signed a $500 million, 50/50 
agreement at the start of 2016 to conduct 
exploration and development projects in 
Vaca Muerta. These companies should 
also be able to take advantage of the Gas 
Plus Plan, which offers higher gas prices 
for new gas production sold in the do-
mestic market. “Developing Vaca Muerta 
will need around $30 billion per year and 
large-scale production may begin in 2020, 
if these investments begin today,” said 
GyP’s Saggese. “Making it easier for com-
panies to repatriate profits [will] promote 
investment in the long-term. Argentina 
will need to make these and other reforms 
if the country is to take full advantage of 
the opportunities in Vaca Muerta.”
Another area in which the new govern-
ment has made investment into the oil 
and gas industry in Argentina is through 
removing import restrictions. Under the 
previous government, the country was 
ranked fourth in the world for having 
the most restrictive measures in place re-
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DELOITTE

Miguel 
Maxwell & 
Ricardo Ruiz

Please begin by describing Deloitte’s ser-
vices in Argentina?
Deloitte provides five service lines to its cli-
ents: audit and risk management, tax and le-
gal, cyber risk and cyber security, and con-
sulting, with three sub lines, strategy and 
operations, technology and human capital, 
and financial advisory services. Every ser-
vice line has oil and gas industry specialists. 
Deloitte works with seven industries, one of 
which oil and gas. 
Deloitte gives business advisory and inte-
grated solutions for every project it works 
on. Of Deloitte’s 2,000 professionals in Ar-
gentina, 200 make up the oil and gas core 
team. Professionals with expertise in oil and 
gas from different disciplines comprise this 
core team. The team counts with experience 
in oil field services, exploration and produc-
tion, refining and marketing, storage port 
terminals, LNG terminals, petrochemical 
plants, and LPG captivation and separating 
units. 
Deloitte provides a wide array of services 
for its clients, who in the past few years 
have particularly shown interest in devel-
oping Argentina’s vast shale resources. If a 
client needs help with business models, the 
company provides assistance with regula-
tion with tax and legal framework, such as 
labor framework. Following this, Deloitte 
helps with transaction diligence and evalu-
ation services. The company also provides 
services to set up the business, taking into 
account what type of entity, corporation, or 
branch the client needs to serve in Argen-
tina. Setting up the business also includes 
help with tax and legal requirements, ac-
counting, audit and final requirements, and 
change in control regulations. 
With the business set up, the company pro-
vides international players services such as 
business process services, outsourcing ser-
vices in accounting, payroll and tax servic-
es. For example, if the company brings en-
gineers experienced in shale, the company 

helps them with expat services to optimize 
the companies’ cost or the cost for person 
engaged. If they need to import equipment 
for fields, Deloitte helps them optimize 
import duties. If they need to import other 
services, the company provides services to 
guide them through central bank regulations 
and local tax authorities’ regulations. With 
the business settled, the company can pro-
vide other services, such as advisory in joint 
venture audits, forensic audits, governance 
and risk services, even in some cases con-
trol rigs compliance services. Deloitte cur-
rently works with clients in services such 
as cyber security and cyber risk for critical 
data in industry, all information stemming 
from the field.

How Deloitte differentiates itself?
Deloitte differentiates itself by how it ap-
proaches the market—in a multidisciplinary 
way, with a holistic vision. To work on cli-
ents’ issues, the company builds a team with 
different disciplines: tax experts, IT experts, 
internal control, security, auditors, provid-
ing a vision from many disciplines. Deloitte 
also specializes in the service line and in-
dustry, going to the market to provide ser-
vices to the client.

What are some of the challenges that you 
face in advising international companies?
Repatriating profits comes with restrictions, 
but is not forbidden. The restrictions are be-
cause of lack of reserves in the central bank. 
The company must ask for authorization 
from the central bank. To ask for authori-
zation, the company must present a good 
business case, showing how they generate 
resources for the country. Making a case is 
lengthy and costly, although it does depend 
on the state of reserves. 
Recent changes in energy policies, such 
as the change in the hydrocarbon law, in-
creased leniency to investors, where pro-
ducers that invest more than 250 million 

dollars are allowed to export 20 percent of 
their production, free of export taxes, with-
out having to present a case. 

How would be assess the prospects for 
developing shale in Argentina?
For the last ten years, Argentina has had 
a huge gap between gas production and 
consumption, leading it to import energy. 
Currently, the country produces about 100 
million cubic meters a day and imports 30 
million. However, in winter, residential us-
ers demand more gas, potentially falling 
short and creating payment problems at 
central reserves. This makes it critical for 
Argentina to develop shale reserves. If re-
serves are developed and economically fea-
sible, Argentina could be a net gas exporter 
again in 10 years and will allow it to be-
come an oil exporter.

What changes need to be made to ensure 
the future of the oil and gas industry in 
Argentina?
Argentina’s regulatory framework should 
not change. Deloitte’s Center of Excellence 
of oil and gas in Houston developed a glob-
al supply and demand model, which shows 
that current prices are in a low cycle, but 
that the oil and gas market is self-correcting. 
By 2017, the world will be under supplied 
again, at which point the price of oil should 
be $75 per barrel. If that is the case, Argen-
tina should sustain its prices in the midterm 
to develop shale resources, since interna-
tional prices will converge with domestic 
prices. The country should sustain prices 
to develop its resources. Changes should 
be made in tax incentives, and the possibil-
ity of companies getting a VAT in their first 
year. Ultimately, the country counts with 
huge resources of unconventional oil and 
gas. With domestic and international prices 
converging, there will be more opportuni-
ties to invest to bring reserves to the mar-
ket. ▬

If reserves are developed and 
economically feasible, Argentina 

could be a net gas exporter again in 
10 years and will allow it to become 

an oil exporter.

“

”
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Partner

PRICEWATERHOUSECOOPERS 
(PWC)

Can you provide some background on 
PwC service to the oil and gas industry 
and its activities in Argentina? 
PwC focuses on two tasks: improving the 
productivity of companies and helping 
them manage risk.
The firm is specialized in the oil and gas 
industry, meaning it has publications, re-
search centers, specialized trainings, and 
invests in industry knowledge. PwC also 
specializes in a number of professional 
competencies, in the field of energy and 
utilities. Professional work for each client 
varies, including serving as auditors, tax 
advisors, technology consultants, human 
resources consultants, providing strategy 
work, and risk consulting, among others.
Since many oil and gas companies man-
age their organizations in a very traditional 
manner, PwC works with them to trans-
form them to a more modern structure, 
shifting, for example, from the concept 
of purchasing or procuring, to thinking in 
terms of supply chains. 
One example of an advising scheme devel-
oped by PwC is “Fit for $50.” Globally the 
firm established this scheme due to the de-
crease of oil and gas prices, when the barrel 
of crude oil ranged from $60 to $70, in a 
context where the price of crude oil could 
be far from $100 for some time. Compa-
nies need to be oriented to operational ex-
cellence, efficiency, better managing their 
costs, and identifying new ways of work-
ing. 
Ultimately, PwC provides shared knowl-
edge. If something happens in Kazakhstan, 
we should be able to alert our clients in Ar-
gentina. The firm considers itself a thought 
leader in the oil and gas industry, sharing 
strategies and information across the globe. 

Jorge C. 
Bacher

PwC started its activities in Argentina in 
1913, when the country was one of the 
most important economies in the world 
and attracted international companies like 
Exxon, Ford, Citibank and Shell, among 
others. Many of PwC’s clients are oil and 
gas companies, to which the firm provides 
advising services. PwC works with most 
energy companies in Argentina. 

How important is Argentina to PwC’s 
long-term profitability? 
Emerging countries like Argentina are im-
portant. There are four areas that create 
competitive advantages for the Argentine 
economy: the unconventional hydrocar-
bon reserves in the country; agribusiness, 
which is highly productive compared to 
other countries; its infrastructure; and the 
country’s financial industry, which is de-
veloped but smaller than in countries like 
Brazil and Chile. 

How would you describe Argentina’s fis-
cal regime? 
Argentina’s fiscal regime is better than 
some countries and worse than others. 
Compared to Brazil, for example, it has a 
lower number of regulations. Brazil has 
an enormous quantity of regulations in all 
spheres—national, state, provincial, mu-
nicipal—and they are complex. On the 
other hand, Norway is less complex and 
has fewer taxes than Argentina. In terms 
of taxes, Argentina is relatively expensive. 
Half of what is paid for gas is taxes. There 
is also an income tax, taxes on shares, pat-
rimony of people, among others. In this 
country, companies and individuals pay 
taxes based on what they earn, what they 
have, and what they consume.

How would you grade the management 
of oil and gas companies in Argentina? 
Management of oil and gas companies in 
Argentina is very talented, as it is particu-
larly interesting that some companies have 
grown when production of oil and gas is 
declining. Argentine management has been 
forced to be creative and innovative when 
confronted with adversities like inflation, 
devaluation, and social unrest. However, 
as an industry, oil and gas is regarded as 
conservative than other industries, such as 
technology, retail, and banking. Oil and gas 
in Argentina is catching up. 
PwC works with companies on project 
management. Oftentimes, there are rel-
evant projects that increase the capability 
of companies, such as refinery output and 
other significant investments. Having an 
independent management office is impor-
tant to success in making certain decisions. 
PwC provides this independent perspec-
tive, advising senior management or own-
ers what to act on, such as including certain 
clauses in contracts with vendors to avoid 
unwanted risks in the future. Good oil and 
gas companies will be receptive, under-
standing that PwC’s fees, while high, are 
negligible in terms of the overall projects, 
as timing may involve a number of years 
and then the need to avoid risks that may 
bring very significant costs.

What risk factors should oil and gas 
companies bear in mind before entering 
Argentina?
The main risk factors that foreign compa-
nies face are a country’s economy and un-
derstanding the industry. Any oil and gas 
company entering a new country must first 
analyze its macro economy in detail, which 
includes assessing the country’s: (1) geol-
ogy, (2) availability of technology (people, 
machinery, and supply chain), (3) avail-
ability of financing for projects, and (4) 
regulations governing business. To under-
stand a country’s regulatory framework, a 
company must also understand the busi-
ness habits and customs.
In Argentina, geology is very positive. 
Sometimes it is much better than similar 
rock in the best places in the United States. 
This includes shale gas and oil. Technol-
ogy can be made available. Due to its mac-
roeconomic state, acquiring financing for 
projects in Argentina is complex. Regula-
tion is the parameter that the country most 
needs to improve to attract more interna-
tional investors. ▬

Managing Director

TOTAL AUSTRAL S.A. 

Can you talk about Total’s history in Argentina? 
Total started its activities as operator in Argentina in 1978 with 
an ambitious exploration program in Tierra del Fuego. Total’s 
first milestone in Argentina was the 1981 discovery of Hidra, an 
offshore oilfield that took time to put into production given its 
distance from logistical centers, being the southernmost field in 
the world at the time. Total and its partners of the block CMA-
1 made a number of other discoveries in Tierra del Fuego dur-
ing the 1980s, including the fields of Ara, Argo Aries and Carina. 
Several technical firsts were achieved to develop these fields, in-
cluding very long-reach wells or subsea developments. In 
1994, Total extended its operations to Neuquén in the 
two blocks of Aguada Pichana and San Roque and, 
with the start-up of Aries and Carina in 2005, 
Total became one of the main gas operators 
in the country, producing almost 30% of Ar-
gentina’s natural gas in 2014. The company 
is currently engaged in various new gas de-
velopments, including the development of the 
offshore Vega Pleyade gas field in Tierra del 
Fuego and the realization of two shale gas pilot 
projects in Neuquén.

How important has pipeline infrastructure been to To-
tal’s commercialization of natural gas in Argentina? 
The main gas-producing regions of Argentina are far from the 
main consumption centers, and in particular from the Buenos Ai-
res region, where about 65% of the country’s natural gas is con-
sumed. This is why the development of pipeline infrastructure to 
transport the gas that is produced in Tierra del Fuego has been a 
determinant factor in the timing of gas-field developments. For 
example, the Carina offshore gas-field production had to be put 
on standby for a while when there was no reachable gas mar-
ket due to the lack of capacity in southern pipeline infrastructure. 
While the local market could not absorb all the production, part 
of the gas was exported to Chile by pipelines. Yet these exports 
were halted from 2007 when the domestic Argentine gas market 
needed more supply. 
Today, Argentina has developed a very extensive gas-transpor-
tation network, which is a significant asset as it plans to further 
develop its domestic production from the south but also from 
Neuquén, with the potential of unconventional resources at Vaca 
Muerta. 

Jean-Marc 
Hosanski In 2012, the Argentine government expropriated the YPF 

shares of Repsol, another European energy company. How 
risky did Total perceive its own continued presence in Argen-
tina?
Total is a longstanding private investor in Argentina and its con-
tribution to the development of the local industry is recognized 
and appreciated by all. We do not feel that our presence here faces 
a risk of this nature. 

What can operators do to improve productivity? 
Given low international oil prices, unconventional and other cap-
ital-intensive activity will not be economical if productivity does 
not improve. It is a global challenge and all the actors need to play 
their role to achieve the objective: operators must develop more 
efficient techniques and foster cost-reducing synergies; services 
providers must optimize their activities and reduce their own 
costs; federal and provincial authorities must establish a stable 
and investment-friendly environment; and trade unions are key 
to establishing a competitive labor environment. The industry as 
a whole needs to focus on increasing productivity, as it is a pre-
requisite to making future projects economical. 
The Plan Gas established by the authorities in 2013 has given gas 

investors visibility at least until 2017 and it has paved the 
way for a series of investments in the sector, both in 

conventional and unconventional areas. It allowed 
us to launch several projects that had been on 

the starting blocks for years. The overall gas 
market regulation will certainly continue 
to evolve, and we can imagine that a higher 
part of the actual cost of delivering the gas 
to the market will have to be paid by the end 

consumers, even if some subsidies are likely 
to remain necessary for some segments of the 

market, and in particular for part of the residential 
market. It is another good reason for the operators to 

continue to improve cost efficiencies. 

What is the status of the Vega Pleyade and other fields? 
Total Austral aims to put the Vega Pleyade field into production 
in the first quarter of 2016. As an investment of over $1 billion, it 
is the company’s main project. In October 2015, the platform was 
successfully installed. Before putting the field into production, 
we will drill long-reach horizontal production wells. The Vega 
Pleyade field has been designed to produce up to six million cubic 
meters of gas per day. 

What kind of offshore opportunities does Argentina have? 
Total has been and continues to be the most active player in the 
offshore of Argentina. Beyond Vega Pleyade, we have other off-
shore projects already on the drawing board to extend the produc-
tion of the CMA-1 block. But globally speaking, apart from the 
continental plateau of Tierra del Fuego, the Argentine offshore 
has been very little explored and a significant amount of acreage, 
including deepwater, is totally unexplored. It is in that sense al-
most a virgin frontier play. ▬
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President

G&G ENERGY CONSULTANTS

Daniel 
Gerold

What does 2015 mean the oil and gas in-
dustry in Argentina? 
Regarding oil, there has been a slight de-
crease in investment. Regarding natural 
gas, however, Argentina is witnessing an 
increase in production for first time since 
2004 in the wake of government subsidies 
and incentives. Finally, Argentina is wit-
nessing a pick up in drilling activity for 
tight gas and conventional gas. 
2015 is a transition year for Argentina. 
Falling international oil prices that have 
left Argentina decoupled from internation-
al oil prices. After twelve years of being 
well below international oil prices, Med-
anito crude is now higher than WTI and 
Brent. 2015 is also a year of uncertainty 
since the pressure to lower fuel prices, 
which determine the price for crude oil, re-
duces clarity on actual future prices. 
Finally, 2015 is a presidential election 
year. The general consensus is that the new 
government will be friendlier with inves-
tors and will establish a better framework 
for energy investments. However, can-
didates have avoided making statements 
about concrete plans and will not make 
any statements until the new government 
is elected.

What explains decreasing oil and gas 
production in Argentina?  
Argentina has many mature oil and gas 
fields, and exploration and production 
(E&P) companies have made so few ex-
ploration efforts that there have been no 
new discoveries of conventional resourc-
es. Companies focused in assessing uncon-
ventional shale play, which will not bring 
sizeable production in the short term. Most 
of the current activity has been reduced to 
infill drilling and eventually appraisals in 
existing fields. On top of that, wells have 
low production rates. 
YPF and Chevron started to develop an 
unconventional play in 2012. They se-
lected a strategy to develop the play in 

The Hydrocarbons Law was amended 
in 2014. What kinds of further reforms 
are feasible, and what kind of reforms 
would you recommend to incentivize ex-
ploration and production? 
Argentina will not make further legal re-
forms in the near future. It will be diffi-
cult to enact further reforms, be they legal 
or fiscal, because politicians think that the 
oil and gas industry is booming. However, 
the government should offer fiscal incen-
tives like accelerating the depreciation 
and amortization of shale investments. 
Shale assets currently produce little but 
accumulate a given number of barrels in 
the long run. As a result, E&P companies 
face reduced rates of return since they pay 
a significant amount of income tax at the 
beginning of undertaking shale activity. 
Costs that are not attached to the wells like 
drilling costs and fracking costs should be 
tax-deductible for E&P companies. 

Do you have a final message for oil and 
gas investors? 
Regardless of who wins Argentina’s 2015 
presidential elections, Argentina’s current 
macroeconomic conditions are so poor 
that the next president will have to keep 
incentives for the production of oil and 
natural gas. 
It would not be the business community 
that would motivate a government to enact 
reform; it will be the economy itself. 
Argentines will demand more economic 
growth, which can be achieved by increas-
ing domestic oil and gas production. The 
growth of the Argentine economy greatly 
depends on the availability of an afford-
able supply of oil and gas, which consti-
tute 86.5% of Argentina’s primary energy 
consumption—representing a dependence 
on hydrocarbons only seen in countries 
with large oil and gas reserves like the 
Middle East or Venezuela.  Certainly the 
business community will continue to push 
for change, but it will be consumers who 
will force the future government to pass 
reforms that will benefit the oil and gas in-
dustry. ▬

The growth of the Argentine economy 
greatly depends on the availability of 

an affordable supply of oil and gas, 
which constitute 86.5% of Argentina’s 

primary energy consumption—
representing a dependence on 

hydrocarbons only seen in countries 
with large oil and gas reserves like the 

Middle East or Venezuela.

“

”

the black shale oil window through verti-
cal wells. However, they would have been 
better off by drilling horizontal wells with 
more fracking stages, especially in the 
shale gas, wet shale gas, and volatile oil 
window to where they are now shifting. 
Despite the large investments that compa-
nies have made, it has been difficult to in-
crease production. Oil and gas production 
in Argentina is still 4% below production 
levels before YPF was nationalized

What kind of reservoirs will E&P com-
panies in Argentina develop before com-
mercially producing shale gas and oil? 
There is significant short-term potential in 
tight gas, which some companies are al-
ready pursuing. The commercial produc-
tion of tight gas will precede the commer-
cial production shale gas. The next step for 
the oil and gas industry will be the devel-
opment of shallow gas plays, tight oil in 
conventional reservoirs in the Neuquén 
Basin, and deeper natural gas in the San 
Jorge Basin. At the same time, the consor-
tium among Total, Pan American Energy 
and Wintershall will continue to develop 
offshore assets that will come on stream by 
the beginning of 2016. 

What will determine the profitability 
of unconventional exploration and pro-
duction in Vaca Muerta? 
Costs in Argentina are very high. It could 
be profitable if costs are controlled or 
if productivity of the well is increased, 
which can be achieved by drilling a hor-
izontal well with 15 to 20 fracks, as op-
erators are starting to do, and drilling gas 
and wet gas and in the volatile oil window. 
However, less than five to ten percent of 
wells have been doing this. Oil and gas 
players still need to understand the afore-
mentioned process more. Nevertheless, the 
financial requirements to carry out uncon-
ventional exploration and production will 
be significant. 
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The regulatory framework and role of the state represent a challenge 
for the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities should continue to 
regulate the price of gas.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The tax framework represents a challenge for the 
oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities need to reformulate the 
rates of energy utilities.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities should continue to 
regulate the price of oil.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities should extend the terms of 
the exploration concessions.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities should more effectively 
arbitrate trade disputes.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The regime governing the import of goods represents a challenge for 
the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities should facilitate the free 
circulation of foreign currency.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Domestic demand for natural gas represents an opportunity for 
the oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

Government authorities should carry out and / or promote 
infrastructure investments.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The Government authorities that took of�ce on December 10, 2015 
will improve the prospects and opportunities for the industry.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%

0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%

0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%

The following illustrations summarize the results of the anonymous survey that asked 
49 industry-leading oil and gas executives in Argentina conducted by GBR in December 2015. 
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Vice President, Global Sales & Technology

ECOSTIM ENERGY 
SOLUTIONS

Miguel 
Di Vincenzo

Can you provide an overview of EcoStim’s mission and activi-
ties since it was founded in 2011?
We started this company in order to bring the best equipment, the 
best technology and our team’s relevant experience to the nation-
al oil companies and other operators developing shale resources 
in those markets outside of North America. Since we started the 
company in 2011, we have acquired or licensed technologies that 
can help our customers accelerate the de-
velopment of their resources by taking ad-
vantage of the knowledge and continuous 
advancements experienced in the U.S. shale 
development. To date, we have conducted 
over 350 predictive ‘sweet spot’ studies in 
the United States and another 20 in Argen-
tina. We have also conducted the first-ever, 
down-hole fiber optics monitoring study 
in the Vaca Muerta shale play. Beginning 
in December 2014, we commenced opera-
tions of our first well stimulation fleet and 
in February 2015 we started operating our 
first coiled tubing unit. We have also signed 
a technology-development agreement with 
Y-Tec, the technology arm of YPF. 

What is the competitive landscape like 
for companies offering services similar 
to Ecostim, and what sets Ecostim apart?
For several years, we have been working 
with local operators to help them better un-
derstand their reservoirs and to diagnose the 
results and performance of their previous wells. This has resulted 
in a strong, trusted advisor relationship with our customers. We 
are now combining our unique sub-surface predictive reservoir 
modeling skills, our down-hole diagnostic tools and our efficient 
completion systems to bring what we hope will be unprecedented 
efficiencies to the development of unconventional resources. The 
cost of completing a multi-stage horizontal unconventional well 
in Argentina is very expensive. We are offering our customers a 
methodology that allows them to high-grade their acreage without 
drilling thousands of wells, to predict ‘sweet spots’ along each 
horizontal well, to confirm the accuracy of each prediction using 
proprietary diagnostics tools and then a means of calibrating the 

predictive model based on real-time observations from the wells’ 
stimulation, flow back and ultimate production. This methodol-
ogy has the potential to significantly reduce the stimulation of 
non-productive zones in order to focus on those zones with the 
highest probability of success. 
We also prefer stimulating the well with coil-activated sliding 
sleeves given that the pumping rate can be reduced by two-thirds 

versus more traditional plug-and-perf 
methods. This has the effect of reducing the 
amount of surface-based horsepower by up 
to 67%, thus reducing fuel cost, water use 
and above ground impact to the local com-
munity. Furthermore, our unique turbine-
powered pumping units have the ability to 
run on CNG, a major cost advantage with 
additional emissions benefits. Imagine a 
field where the wells have a high GOR ra-
tio and environmental regulations do not 
allow for gas flaring. If such a field is in a 
remote location, this stranded gas then be-
comes a virtually free source of fuel for our 
gas turbine powered equipment. 

What difficulties, if any, has EcoStim 
faced in importing and assembling its 
fleet?
Importing equipment into Argentina is 
always difficult, but EcoStim has a firm 
commitment to supporting local industry 
and jobs creation. To this end, we worked 

closely with several government agencies and local vendors, in-
cluding QM Equipment to make sure that we meticulously fol-
lowed all the importation laws while simultaneously making a 
substantial commitment to building additional equipment locally 
in Argentina. This process took several months to accomplish but 
once it was complete, the importation went smoothly. In fact, we 
received our first set of equipment in Buenos Aires in September 
and executed our first job in December with excellent results. 

Why did EcoStim begin its operations in Argentina in 2014?
We started our first operation in Argentina after thoroughly evalu-
ating each international shale market. In 2012, when we started 

We have put a methodology in place that allows our 
customers to use predictive and down-hole diagnostic tools 

to obtain information about their wells, enabling them to 
improve the likelihood of success on each sequential well. 

“

”
evaluating opportunities to expand our operations to other uncon-
ventional markets, it was clear to us that Argentina had all the ele-
ments for a successful shale play. In particular, the geology was 
world-class, the infrastructure was in place from nearly one hun-
dred years of oil and gas development, there was a well-educated 
workforce in place, the pace of activity for oilfield services was 
fairly high and we had executives on our senior management team 
with many years of experience building companies in Argentina 
and more broadly throughout Latin America. After evaluating 
shale resources and in some cases conducting reservoir character-
ization studies in places such as the United Kingdom, Australia, 
Mexico and Colombia, we concluded that Argentina was the only 
country outside North America at this time with the right balance 
of risk and reward.

What are some of the greatest challenges making it difficult to 
operate in Neuquén?
Our customers started using hydraulic fracturing techniques in 
Neuquén more than 30 years ago so the region is well prepared 
in some respects. Our main concern is the still immature logistics 
network, which is necessary to materially expand operations in 
Neuquén in a way comparable to a major shale development in 
North America. The volume of sand and supplies needed for the 
unconventional shale development is significantly greater than 
for the smaller well stimulation efforts performed historically. 
The transportation and logistics network will continue to get bet-
ter as the activity levels increase. 

Do you have a final message?
At EcoStim, we offer economic and ecological solutions using 
our various technologies that benefit the well stimulation pro-
cess. This belief is based on our relevant shale experience and a 
fundamental conviction that you cannot manage what you do not 
measure. We have put a methodology in place that allows our cus-
tomers to use predictive and down-hole diagnostic tools to obtain 
information about their wells, enabling them to improve the like-
lihood of success on each sequential well. Further, we believe that 
if you combine the actual experiences from the Argentine E&P 
community with the long list of lessons learned from the many 
thousands of unconventional wells drilled in North America, the 
resulting efficiency gains should help to optimize the economic 
returns from these enormous shale resources. ▬

Our main concern is the still 
immature logistics network, 

which is necessary to materially 
expand operations in Neuquén in 
a way comparable to a major shale 
development in North America. 
The volume of sand and supplies 

needed for the unconventional shale 
development is significantly greater 
than for the smaller well stimulation 

efforts performed historically. 

“

”
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“In the last decade, the energy sector has faced political 
pressure, price controls, and energy consumption subsidies 

that increase demand but do not incentivize investment. 
As a result of these shortsighted policies, Argentina has 

lost energy self-sufficiency,”

- Daniel Montamat,
Former Secretary of Energy of Argentina,

and former head of YPF
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ARGENTINE PETROELUM PRODUCTION, CONSUMPTION, AND REFINERY CAPACITY 
(thousand barrels per day), 1980-2014

Source: U.S. EIA
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With so much oil and gas waiting to be 
extracted, Argentina could not only sup-
ply its own energy needs but export to its 
neighbors and the world. What is stopping 
Argentina from becoming the Saudi Arabia 
of South America? 
It’s the politics, stupid. “In the last decade, 
the energy sector has faced political pres-
sure, price controls, and energy consump-
tion subsidies that increase demand but do 
not incentivize investment. As a result of 
these shortsighted policies, Argentina has 
lost energy self-sufficiency,” explained for-
mer secretary of energy of Argentina and 
former head of YPF, Daniel Montamat. 
One of the government policies that Monta-
mat argues has negatively impacted the oil 
and gas industry are energy subsidies: “In 
Argentina, you usually have to make a cor-
rection of relative prices. The average price 
of gas is around 25% of the regional aver-
age, and electricity prices are around 22% 
to 23%. Subsidies make relatively lower 
energy prices possible, especially subsidies 
for natural gas consumption. Energy sub-
sidies cost around $15 billion per year and 
thus represent around 3% of GDP. Phasing 

especially regarding the energy sector. In 
2012, President Fernández’s government 
spooked international investors when it 
re-nationalized YPF, Argentina’s state oil 
firm that was previously owned by Spain’s 
Repsol. As Aranguren explained: “The Ar-
gentine government poorly managed the 
expropriation of Repsol’s interests in YPF. 
The government failed to pay Repsol for 
its YPF assets prior to seizing them. Thus, 
the re-nationalization of YPF was, in effect, 
a confiscation that later became an expro-
priation. It was only after negotiations and 
an agreement between the government and 
Repsol that the re-nationalization of YPF 
became a constitutionally legal expropria-
tion. Prior to the expropriation, Repsol was 
considered a close ally of the government. 
That the government could so quickly turn 
against Repsol sent a very bad message to 
the business community”.
But not all of the Argentine government’s 
actions have sent oil companies running to 
safer investment environments. Through 
executive decree 929/13, President Fernan-
dez controversially let oil companies export 
20% of their production abroad at world 

prices and exempted them from export tax-
es and requirements to repatriate profits if 
they invested over $1 billion. As a Harvard 
paper noted: “The day after the incentives 
were announced, Chevron signed to make 
an initial $1.24 billion investment with YPF 
in the Vaca Muerta fields, and subsequently 
Wintershall entered a joint venture with 
Gas y Petróleo de Neuquén to explore and 
produce in a field taken back from a pre-
vious investor by the Neuquén provincial 
government for lack of investment. Dow 
Chemical Company agreed two days later 
to invest $120 million in a joint pilot project 
with YPF in the El Orejano block of Vaca 
Muerta.”
Moreover, the national government has in-
centivized oil and gas production by setting 
the price of crude oil at up to about $77 per 
barrel and $7.5 per million BTU for new 
natural gas production. Though hydrocar-
bon-producing provinces and YPF support 
the continuation of fixed internal prices 
aimed at incentivizing production, some 
critics argue that the internal prices decou-
pled from international ones causes uncer-
tainty and distorts investment. “Argentina’s 

Government:
National

An era of change

incentive structures and the misguided view 
that oil prices would stay at $100 per barrel 
have caused investors to prioritize the E&P 
of oil over gas. Moreover, the first invest-
ments in Vaca Muerta, like the agreement 
between YPF and Chevron, went to oil be-
cause oil prices were expected to remain 
around $80 to $100 per barrel in the long-
term,” argued Montamat.
The new government now needs to re-align 
Argentina’s internal oil and gas prices with 
international levels
In 2014, the Argentine Congress amended 
the law that governs the oil and gas indus-
try known as the Hydrocarbons Law. The 
amended law extends concession periods 
from 25 to 35 years, incentivizes invest-
ments of over $250 million, standardized 
the regulation of hydrocarbons across 
provinces, among other provisions. Alberto 
Saggese, CEO of GyP, concedes that the 
amended law “is a step in the right direc-
tion,” but highlights that “it does not ad-
dress awarding new concessions” and that 
“newcomers will have to partner with the 
current players” since “most blocks are al-
ready contracted out in Neuquén.” ▬

subsidies out will be a serious challenge for 
Argentina, but they also affect investment 
in the oil and gas industry. Low electricity 
and natural gas prices stimulate energy de-
mand, but the problem is that current prices 
are not covering production costs. New 
price signals must attract more investment. 
Without new price signals, the only invest-
ment will be government investment with 
public funds.” 
And as Juan José Aranguren, recently re-
tired president of Shell Argentina, and now 
Minister of Energy and mines, explained: 
“Oil and gas regulations are merely words 
on paper. Government interventionism and 
a lack of respect for the rule of law make 
Argentina’s regulatory framework weak.” 
When Argentina abandoned the peso’s 
peg to the dollar, the Argentine Congress 
passed the 2002 Public Emergency Law, 
which gave the executive branch the au-
thority to significantly alter economic 
regulations. With the expiry of this law at 
the end of 2015, Argentina’s 13-year long 
state of emergency finally came to an end. 
President Cristina Fernández de Kircher 
managed the economy with a heavy hand, 
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The lack of technology represents a challenge for the 
oil and gas industry in Argentina

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The current state of the relationship between E&P companies and 
providers of goods and services (OFS, Drilling Contractors, vendors ,etc.) 
contributes to the common interests of the oil and gas industry in 
Argentina

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The tax framework represents a challenge for the 
oil and gas industry in Argentina

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The relationship between E & P companies and unions contributes to 
the common interests of the oil and gas industry in Argentina

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The current road infrastructure is a challenge for the 
oil and gas industry in Argentina.

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

The relationship between the business chambers and government 
authorities contributes to the common interests of the oil and gas 
industry in Argentina

NO REPLY

I AGREE

I VERY
MUCH AGREE

I DO NOT
AGREE

I COMPLETELY
DISAGREE

0% 50% 100% 0% 50% 100%

0% 50% 100% 0% 50% 100%

0% 50% 100% 0% 50% 100%

The following illustrations summarize the results of the anonymous survey that asked 
49 industry-leading oil and gas executives in Argentina conducted by GBR in December 2015. 
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PETRÓLEOS 
SUDAMERICANOS ENERGY 
S.A.

Please provide a brief overview of 
Petróleo Sudamericano’s activities in Ar-
gentina? 
Petróleos Sudamericanos became active in 
Argentina in 1991, when the company be-
gan participating in the Caimancito oil field 
during the privatization of YPF. In 1993, 
Petróleos Sudamericanos bought interests 
in areas in the provinces of Neuquén and 
Rio Negro, where the company continues 
to operate today. In Argentina, the company 
produces 1,600 barrels of oil a day. 

What changes in the last ten years have 
affected the business of companies like 
Petróleos Sudamericanos? 
Three major changes in the last years in Ar-
gentina include: (1) the power shift from 
the national government to provincial gov-
ernments, (2) YPF’s re-nationalization, and 
(3) exchange rate appreciation. 
The passing of the Short Law (Ley Corta) 
passed control of oil and gas fields from the 
national government to provinces. Provinc-
es’ power and control capabilities toward 

Martín 
Pérez de 
Solay

companies grew quite significantly. Com-
panies had to get used to this change, with 
provincial governments, not the national 
government, as their new regulators during 
a time of contract extension negotiations. 
Companies entered into 25 years contracts 
between 1990 and 1993, so all contracts 
matured between 2015 and 2017. Provin-
cial governments were not prepared to ne-
gotiate extensions, apart from Neuquén, a 
province with a background in oil and gov-
ernment offices that know and understand 
the industry. Negotiating with a province 
with a background in oil makes the pro-
cess easier. Provinces with less background 
in the oil industry have a harder time un-
derstanding the needs and issues of the in-
dustry, so it took more time to educate and 
learn along with them. 
For example, Petróleos Sudamericanos has 
been trying to renegotiate good terms with 
the provinces of Neuquén and Rio Negro. 
The company’s negotiations with Rio Ne-
gro took longer than in Neuquén. As a result 
of the extended negotiations with Rio Ne-
gro, Petróleos Sudamericanos has focused 
on maintaining its environmental liabilities 
rather than invest in the operational quality 
of the field. 

What are your main activities in Argen-
tina?
In Argentina, the Petróleos Sudamericanos 
focuses on secondary recovery and reser-
voir management on the eastern border of 
the Neuquén Basin. The company is also 
discussing the acquisition of more fields in 
Argentina within various provinces, espe-
cially Neuquén. 
Petróleos Sudamericanos is also signifi-
cantly improving production facilities 
through electrification, automation, better 
separation, and treatment facilities, improv-
ing not only the quality of oil, reducing dis-
counts, and reducing operating costs, but 
also improving the quality of water for its 
secondary recovery projects. 

How would you compare operating in 
Colombia versus Argentina?
The company produces 4,500 barrels of oil 
equivalent daily—3,000 from Colombia 
and 1,500 from Argentina. The depth of 
wells is different in the two countries—in 
Colombia companies must drill more than 
3,000 meters to get to the target, while in 
Argentina it is around 1,000 meters. 
Colombia is an environmental regula-

tion puzzle in terms of getting permits and 
performing appraisals. It requires huge 
amounts of money and time. Colombia also 
has different geological formations from 
Argentina. The basins in Colombia have 
strong aquifers while wells in Neuquén re-
quire significant secondary recovery proj-
ects. 
Access to technology is cheaper in Argenti-
na, with better engineering, manufacturing 
and facilities. Argentina’s transportation in-
frastructure is also more developed by far 
than Colombia’s, where it is less likely to 
have a pipeline close to an oil field. 
Drilling wells is cheaper in Argentina than 
in Colombia, even though operational costs 
are higher in Argentina as a result of union 
pressure to increase wages. Even though 
Colombia has more exploration and pro-
duction companies than in Argentina, the 
industry has not taken advantage of this and 
Colombia continues to be expensive. On 
the other hand, Colombia’s geological con-
ditions allow for higher production per well 
since costs are divided by larger volumes of 
production. This helps to lower costs. 

What is the company’s investment strat-
egy for new projects? 
Petróleos Sudamericanos plans to grow 
around its current facilities in the Nequén 
Basin, continuing to improve exploration in 
its fields. The company has a few explora-
tion targets it is working to develop. This 
operation slowed down due to the renego-
tiation processes, but the company plans to 
start again next year. The company is also 
talking with governments to increase its 
footprint in the country and to acquire more 
areas to develop.
We look at local financing for our proj-
ects, keeping a conservative ratio between 
debt and equity, always contributing equity 
ahead of debt, moving slowly, but securely.

What are the company’s short- and long-
term goals? 
In the short term, Petróleos Sudamerica-
nos hopes to become a 5,000 barrel per 
day company. Through valuable fields in 
Colombia and exploration opportunities in 
Argentina, the company hopes to achieve 
that through its current assets. However, 
Petróleos Sudamericanos wants to go be-
yond that, becoming a 15,000 barrel per day 
company in five years. This requires grow-
ing in assets and businesses in Argentina, 
Colombia, and maybe other countries. ▬
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As the owners of hydrocarbon resources in 
Argentina, the provinces share a significant 
portion of the responsibility to regulate 
the oil and gas industry with the national 
government. Yet provinces have not al-
ways played a role in the regulation of the 
industry, and the transition in 1996 when 
the Short Law was passed caused certain 
challenges, as Martín Pérez de Solay, pres-
ident of Petróleos Sudamericanos Energy, 
explained: “The passing of the Ley Corta 
(Short Law) passed control of oil and gas 
fields from the national government to the 
provinces. The provinces’ power and con-
trol capabilities toward companies grew 
quite significantly. Companies had to get 
used to this change, with provincial gov-
ernments, not the national government, as 
their new regulators during a time of con-
tract extension negotiations. Companies 
entered into 25 years contracts between 
1990 and 1993, so all contracts matured 
between 2015 and 2017. Provincial gov-
ernments were not prepared to negotiate 
extensions, apart from Neuquén, a prov-
ince with a background in oil and govern-
ment offices that know and understand the 
industry. Negotiating with a province with 
a background in oil makes the process eas-
ier. Provinces with less background in the 
oil industry have a harder time understand-
ing the needs and issues of the industry, 
so it took more time to educate and learn 
along with them. For example, Petróleos 
Sudamericanos has been trying to renego-
tiate good terms with the provinces of Neu-
quén and Rio Negro. The company’s nego-
tiations with Rio Negro took longer than 
in Neuquén. As a result of the extended 
negotiations with Rio Negro, Petróleos Su-
damericanos has focused on maintaining 
its environmental liabilities rather than in-
vest in the operational quality of the field”. 
The provincial governments, the govern-

Part of Governor Sapag’s strategy to devel-
op the oil and gas industry in his province 
has also been the creation of GyP. “The 
province of Neuquén founded GyP in 2008 
with the mission to supply Argentina’s en-
ergy needs by developing Neuquén’s hy-
drocarbon resources. The government of 
Neuquén created the company at a time 
when oil prices were at $32 per barrel, 
causing E&P companies to relinquish their 
areas. Left with blocks and no contractors, 
Neuquén created GyP to woo E&P com-
panies back,” recounted Saggese, president 
of GyP. “Nevertheless, GyP’s strategy is 
not to be an operator itself. GyP hires qual-
ified personnel who manage the company’s 
relationship with its E&P partners. Though 
GyP generally has about a 10% interest in 
the joint ventures, GyP wields a rarely used 
veto right over all project decisions.”
Saggese also highlighted the value the pro-
vincial company adds to its joint venture 
partners like Shell, Total, Exxon, and Win-
tershall: “GyP advises the provincial gov-
ernment on business and technical issues, 
like settling landownership disputes and 
choosing an oilfield service company. And 

given its relationship with the province, 
GyP is also a good partner and facilitator 
for E&P companies operating in Neuquén. 
One of the ways in which GyP helps opera-
tors is by organizing and participating in 
workshops where its partners discuss com-
mon issues like logistics, drilling, human 
resources, and landowner relations.”
Neuquén also has a plan to develop the 
infrastructure that the province will need 
to support the growth of the oil and gas 
industry. Neuquén has created the follow-
ing provincial companies to support three 
specific kinds of infrastructure projects: 
the Ente Provincial de Energía del Neu-
quén for electricity distribution, the Ente 
Provincial de Agua y Saneamiento for wa-
ter treatment and sewage, and the Direc-
ción Provincial de Vialidad for roadways. 
These three state-owned companies will 
act as the province’s tools to develop the 
basic infrastructure needed to support hy-
drocarbon E&P in Neuquén. 
Former Governor Sapag also suggested 
that the province would allow private in-
vestors to develop some of the necessary 
infrastructure: “Generally, the government 

Government: 
Neuquén

The promised land

of Neuquén assumes the responsibility 
of building schools, hospitals, roads and 
other public goods with the support of 
the Inter-American Development Bank, 
the Development Bank of Latin America, 
the World Bank, and other similar institu-
tions. However, the province is looking 
into developing industrial parks in Añelo 
with concessions to private companies by 
which an investor would be awarded the 
administration of such parks after a pub-
lic bidding. Concessionaires could also 
feasibly develop toll roads specifically for 
the use of the oil and gas industry. How-
ever, allowing concessionaires to develop 
toll roads for the use of the general pub-
lic would be a more complicated issue. 
Neuquén has already tried having private 
companies develop two infrastructure 
projects—the Cipoletti-Neuquén bridge 
and the Neuquén-Centenario road—that 
were not successful since tolls collected 
from the general were insufficient. Nev-
ertheless, an open toll road for which oil 
and gas companies would pay one toll and 
the general public another is certainly pos-
sible.” ▬

ment of Neuquén in particular, have played 
an important role in attracting foreign oil 
companies to Argentina. Saggese related: 
“Former Governor Sapag of Neuquén has 
been very important in the creation of GyP 
and convincing companies like ExxonMo-
bil to come to Argentina. From 2008 to 
2010, it was difficult to convince compa-
nies to invest in exploring the blocks that 
they had already relinquished. The first 
bidding round only yielded about $180 
million. However, Governor Sapag suc-
cessfully wooed ExxonMobil and XTO 
Energy during his trip to Houston.”
Jorge Sapag, Governor of the Province of 
Neuquén until 2015, provided some back-
ground about Neuquén’s history with oil 
and gas: “Neuquén has been exploring and 
producing oil and gas since 1919. After 
years of declining oil production due to 
maturing fields, the development of Neu-
quén’s unconventional resources is turn-
ing a new page in Neuquén’s hydrocarbon 
story.” 
Though Governor Sapag’s mandate ended 
at the end of 2015, Omar Gutiérrez, also 
of the MPN, will take control of the gov-

ernorship. Nevertheless, governor Sapag 
outlined the MPN’s strategy to attract oil 
and gas investment to Neuquén: “Attract-
ing investment to Argentina and Neuquén 
requires the involvement all three levels of 
government: national, provincial, and mu-
nicipal. Nevertheless, MPN’s strategy has 
been to go knock on doors. For example, 
the government of Neuquén was able to 
woo Wintershall when it went to Germany, 
and to woo ExxonMobil when it went to 
Houston. The government aims to attract 
investors not just with the province’s fa-
vorable geology, but also with clear rules 
of the game, transparency, and the cer-
tainty that investors can enjoy their fairly 
earned profits.” 
MPN’s strategy has yielded results, as 
Governor Sapag’s numbers show: “My 
government has succeeded in attracting a 
significant amount of investment to uncon-
ventional activities. From 2009 to 2015, 
investment has increased from $1 billion 
to $5 billion, drilling rigs from 50 to 150, 
drilling teams from 26 to 56, and drilled 
wells from 260 to 500 (60% of which are 
unconventional).”

of Argentina's total 
gas production
(2010-2014)

Neuquén 
produced about

45%

Image: Lake Huechulafquen, National Park Lanin, Neuquén. sunsinger - Shutterstock
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MINISTRY OF ENERGY, 
NEUQUÉN

Alejandro 
Nicola

How important is energy production for 
the Province of Neuquén and how it will 
affect development?
Neuquén has always been seen as an en-
ergy-producing province. More than half 
of Argentina's energy supply comes from 
Neuquén and that percentage will grow as 
production of shale takes off. The capacity 
of the resources of the province should not 
be underestimated: the subsurface of Neu-
quén contains resources equal to 20 times 
what has occurred over the past 100 years. 
Neuquén also has several hydroelectric 
plants near the two main rivers, the Limay 
and Neuquén.
Neuquén's population will double over the 
next 10 years. It is possible that Añelo, 
the municipality where YPF began its first 
shale project in 2011, might become the 
next Houston. Not all regions can double 
population, but Añelo, could increase up to 
10 times.

What actions have been carried out so 
far to attract investment in oil and gas?
The former governor of Neuquén, Jorge 
Sapag, and his administration enacted a se-
ries of policies to support the oil and gas 
industry in late 2007 and in 2008. The gov-
ernment sought the re-negotiation of exist-
ing contracts, expansion of platforms and 
exploration, as well as agreements with op-
erators to extend the concessions that they 
already had. In addition, Gas y Petroleo del 
Neuquén was created to manage bids and 
the governor has had successful negotia-
tions with companies like ExxonMobil to 
invite them to come to the province.

How can the infrastructure of the prov-
ince cope with the growth in exploration 
and production activities?
Although the amendment of the Hydro-
carbons Law of 2014 guarantees federal 
support for infrastructure development, 
Neuquén has taken matters into their own 
hands. The province will do its part to con-
tribute its experiences to drive infrastruc-

ture projects with three local companies.
Neuquén has created the following com-
panies to support three specific types of 
infrastructure: the provincial Energy of 
Neuquén for electricity distribution, the 
Provincial Authority for Water and Sanita-
tion for the treatment of water and waste, 
and the Provincial Department of Roads. 
These three state companies will operate as 
tools for the province to develop the nec-
essary infrastructure to support the explo-
ration and production of hydrocarbons in 
Neuquén basic.
The Council for Planning and Develop-
ment Action (COPADE), in partnership 
with YPF Foundation, works with three lo-
cal companies to analyze and know how to 
react depending on the impact of increased 
commercial activity.
Because the current infrastructure will not 
be able to withstand the increased explo-
ration and production activity, the biggest 
challenge of Neuquén is to sufficiently de-
velop projects of water treatment and sani-
tation, roads and power lines. However, 
the impact of industrial activity on the sur-
rounding communities requires much more 
than just basic infrastructure, such as build-
ing hospitals, schools and other facilities 
will also be necessary.
Funding for infrastructure and other proj-
ects will be provided from taxes, royalties 
and loans, as well as the companies explo-
ration and production, including OFS.

How has Neuquén adapted its regula-
tory activities?
The Ministry of Energy of Neuquén is fo-
cused on optimizing the administration of 
regulatory agencies in an effort to increase 
exploration and production activity. The 
Ministry of Energy should be prepared to 
regulate the activity of oil and gas, both 
from a technical perspective and from an 
environmental one. In that sense, regula-
tory bodies can learn from their American 
counterparts. Although there has already 
been oil and gas activity in Neuquén over 

the last hundred years, now it will be on a 
completely different scale. The Neuquén’s 
population must be convinced that the re-
sources of the province are being exploited 
in the most efficient and environmentally 
safe manner; companies must be convinced 
that the government will provide the vital 
elements for the development of the indus-
try, such as infrastructure. For example, 
the Undersecretary of Mining and Hydro-
carbons is developing a specialized oilfield 
services section.

What has been the reaction of the Neu-
quén population to increased oil and gas 
activity?
Some still have not realized the impact that 
oil and gas activity will have. I do not ex-
pect much social opposition to the devel-
opment of the conventional and unconven-
tional resources of Neuquén.
The challenge for the government is to 
explain in a clear and transparent manner 
the opportunities and challenges involved. 
Taxes and royalties from this area contrib-
ute 50% of the budget of Neuquén. ▬

Because the current infrastructure will 
not be able to withstand the increased 

exploration and production activity, 
the biggest challenge of Neuquén is to 
sufficiently develop projects of water 
treatment and sanitation, roads and 
power lines. However, the impact of 
industrial activity on the surrounding 

communities requires much more 
than just basic infrastructure, such as 
building hospitals, schools and other 

facilities will also be necessary.

“

”

Image: Agrio River, 
Provincial Park of Copahue - Caviahue. 

sunsinger - Shutterstock
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President

GAS Y PETRÓLEO 
DEL NEUQUÉN S.A. (GYP)

Alberto 
Saggese

Can you talk about when and why Gas y Petróleo del Neu-
quén (GyP) was founded? 
The province of Neuquén founded GyP in 2008 with the mis-
sion to supply Argentina’s energy needs by developing Neuquén’s 
hydrocarbon resources. The government of Neuquén created the 
company at a time when oil prices were at $32 per barrel, causing 
exploration and production (E&P) companies to relinquish their 
areas. Left with blocks and no contractors, Neuquén created GyP 
to woo E&P companies back. 
GyP’s first task was to act as the owner of the blocks that compa-
nies were relinquishing. The company received almost 96 blocks 
and the goal was to find partners to explore them and eventually 
exploit the blocks over which GyP holds exploration concessions. 
So far, GyP has entered into joint ventures with many companies, 
including YPF, ExxonMobil, Shell, Total, and Wintershall.
Nevertheless, GyP’s strategy is not to be an operator itself. GyP 
hires qualified personnel who manage the 
company’s relationship with its E&P part-
ners. Though GyP generally has about 
a 10% interest in the joint ventures, GyP 
wields a rarely used veto right over all proj-
ect decisions. 

How does GyP help both the province of 
Neuquén and the operators with which 
it partners? 
GyP advises the provincial government on 
business and technical issues like settling 
landownership disputes and choosing an oilfield service com-
pany. And given its relationship with the province, GyP is also 
a good partner and facilitator for E&P companies operating in 
Neuquén. One of the ways in which GyP helps operators is by 
organizing and participating in workshops where its partners dis-
cuss common issues like logistics, drilling, human resources, and 
landowner relations. 

What challenges does landownership pose for E&P, and how 
does GyP help manage these challenges? 
In Argentina, the government owns hydrocarbon resources but 
not necessarily the land. Landownership can be a complicated is-
sue since both private entities and the government can own it. At 

the same time, some residents have lived on state-owned land for 
years without formally owning it.
GyP helps manage disputes between landowners and operators. 
GyP is an effective mediator given the relationship that GyP has 
with these two parties. Landowners realize that GyP represents 
the state and E&P companies know that GyP understands their 
concerns. 

What challenge does infrastructure in Argentina pose for the 
development of the local oil and gas industry?
Argentina clearly needs to make massive investments in infra-
structure to cope with intensifying oil and gas production. The 
challenge will be to overcome the vicious circle that is hampering 
infrastructure investment. Without production, there is no money; 
without money, there is no infrastructure investment; and without 
infrastructure, there is no production.

How important was Governor Sapag in 
fostering the partnership between GyP 
and ExxonMobil and how important 
will it be to continue personally courting 
partners? 
Governor Sapag has been very important in 
the creation of GyP and convincing com-
panies like ExxonMobil to come to Argen-
tina. From 2008 to 2010, it was difficult to 
convince companies to invest in explor-
ing the blocks that they had already relin-

quished. The first bidding round only yielded about $180 million. 
However, Governor Sapag successfully wooed ExxonMobil and 
XTO Energy during his trip to Houston.
Neuquén now faces a completely different situation. Companies 
now come to GyP on a regular basis asking about the remaining 
blocks that are not yet contracted. However, almost 70% to 80% 
of blocks in Neuquén are already contracted. 

How much investment will developing Vaca Muerta require 
and when may large-scale production in Vaca Muerta begin? 
Developing Vaca Muerta will need about $30 billion per year and 
large-scale production may begin in 2020, if these investments 
begin today. However, before these large investments and produc-

tion begin, Argentina will have to radically change. For example, 
when the current pilot projects in Neuquén begin to require ad-
ditional investment, it is difficult to say whether companies will 
be willing to make that additional investment if they cannot re-
patriate their profits. Making it easier for companies to repatri-
ate profits would promote investment in the long-term. Argentina 
will need to make these and other reforms if the country is to take 
full advantage of the opportunities in Vaca Muerta.

What other reforms will Argentina need to develop Vaca 
Muerta? 
The new Hydrocarbons Law is a step in the right direction. 
Though the law extends concession periods from 25 to 35 years, 
it does not address awarding new concessions. Since most blocks 
are already contracted out in Neuquén, newcomers will have to 
partner with the current players. 
Nevertheless, with over 500 thousand square kilometers, more 
than a handful of companies will need to participate. Future re-
forms should focus on increasing the amount of players that can 
enter projects like Vaca Muerta. 
However, making these reforms will be up to provincial and fed-
eral governments, not GyP. Without reform, the second largest 
reserve of shale gas in the world will be in the hands of a dozen 
companies instead of the hundreds of companies that are needed. 
Blocks need to become available to smaller companies, and the 
only way that this will happen is if smaller blocks are handed out. 
Once companies find several sweet spots in a block, they may de-
cide to develop only a portion of those. There needs to be a way 
to allow other companies to take control of the other sweet spots. 
Developing Vaca Muerta will require allowing more players to 
enter the game.

What final message do you have for our international reader-
ship? 
Argentina, and Neuquén in particular, is full of opportunities. 
However, much hinges on policy changes that make Argentina an 
attractive and internationally competitive investment.
Argentina’s economic wellbeing rests on attracting investment to 
the country. If Argentina does not regain energy self-sufficiency, 
the country might not have the energy resources it needs to con-
tinue growing the economy. ▬

Argentina clearly needs to make 
massive investments in infrastructure 
to cope with intensifying oil and gas 
production. The challenge will be to 
overcome the vicious circle that is 

hampering infrastructure investment.

Developing Vaca Muerta will need about $30 billion 
per year and large-scale production may begin in 2020, if 

these investments begin today. However, before these large 
investments and production begin, Argentina will have to 

radically change. For example, when the current pilot projects 
in Neuquén begin to require additional investment, it is 

difficult to say whether companies will be willing to make that 
additional investment if they cannot repatriate their profits. 

Making it easier for companies to repatriate profits would 
promote investment in the long-term. Argentina will need 

to make these and other reforms if the country is to take full 
advantage of the opportunities in Vaca Muerta.
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“Countries, like people, have a fundamental nature. 
The recipe that worked in the United States to develop its 

hydrocarbon resources will not necessarily work elsewhere. 
Every country has to find their own way of doing things, 

and particularly the way to best extract value 
from its resources.” 

- Miguel Galuccio,
Former President and CEO,

YPF
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After the first oil well was drilled in Co-
modoro Rivadavia in 1907, a national 
decree under President Hipólito Yrigoyen 
created YPF on June 3, 1922, making it 
one of the oldest national oil companies in 
the world at 93 years old. Since its birth, 
YPF’s ownership has gone from the hands 
of the national government, to interna-
tional investors’ hands, to Spanish hands, 
and finally back to the hands of mostly 
Argentines. Apart from being one of the 
oldest national oil companies, YPF has set 
other records. “When YPF was privatized 
and became a corporation, Pistrelli, Henry 
Martin & Asociados-EY and its predeces-
sors’ firms helped YPF with the 1991 and 
1992 audit to go public in Argentina and 
the United States in 1993. YPF achieved 
a record IPO at $3.5 billion and became 
the first Argentine company to go public 
in the United States,” explained Grotz of 
EY Argentina. 
Today, the Argentine national government 
and hydrocarbon-producing provinces 
own 51% of YPF’s shares and major in-
stitutional stockholders include Lazard, 
Soros Fund Management, and Goldman 
Sachs. 
An analysis of Argentina’s Secretary of 
Energy indicates that the re-nationaliza-
tion of YPF was a turning point for the 
oil and gas industry in Argentina. In 2010, 
YPF produced about 35% of all the oil 
Argentina produced and about 25% of the 
country’s gas. In 2014, YPF contributed 
over 40% of the country’s total oil produc-
tion and about 29% of the total gas pro-
duction. From 2008 to 2012, YPF drilled 
about 68% of the country’s exploration 
wells and about 43% of the country’s pro-
duction wells. From 2013 to 2014, YPF 
drilled about 33% of the country’s explo-
ration wells and about 77% of the coun-
try’s production wells.

but only if he can maintain the levels of 
support that his populist predecessors 
were able to maintain. Given that a strong 
presidency will likely remain a feature of 
Argentina’s political and economic land-
scape, a national oil company with a direct 
link to the government seems pragmatic, if 
not inevitable.
Though the new Minister, Aranguren, crit-
icizes the way in which the government re-
nationalized YPF, he neither believes that 
the assets of another foreign company will 
be expropriated nor that YPF will be re-
privatized: “51% percent of YPF’s shares 
are now held by the government, and 
49% are privately held. Since this own-
ership distribution is comparable to other 
adequately run oil companies around the 
world, the quality of YPF’s management 
should not be an issue.”
Despite the credit downgrade and criti-
cisms of domestic and international com-
mentators, YPF’s stock price remained 
relatively stable after the re-nationaliza-
tion and increased after the U.S. EIA’s 
announcement about Vaca Muerta. That 
YPF’s stock continued to rise after the an-

nouncement indicates that investors have 
approved of YPF and the country’s abil-
ity to attract the kinds of foreign investors 
that Argentina will need to develop its 
vast unconventional resources. Since the 
re-nationalization, Galuccio’s leadership 
contributed to signing agreements with 
the likes of Chevron (2013), Dow (2013), 
Petronas (2014), and most recently, Gaz-
prom (2015). 
YPF’s footprint on Argentina’s oil and gas 
industry, however, surpasses the barrels 
the company has produced, the wealth it 
has generated, and the investment it has 
attracted. Countless former YPF employ-
ees from almost every stage of YPF’s 
colorful, modern history have gone on 
to found many of Argentina’s oil and gas 
companies, from valve manufacturers to 
local oilfield service companies. One such 
company is UGA Seismic: “YPF had its 
own crews for seismic data acquisition in 
Argentina. When the company was priva-
tized, it decided to remove those divisions, 
and a group of their geophysicists, engi-
neers and technicians decided to form a 
company to provide these services, which 

YPF
A hybrid giant

led to UGA’s founding,” explained Gabriel 
Winter, UGA’ s manager for institutional 
relations. 
But even despite enjoying fixed prices, 
with crude at $77 a barrel, that are current-
ly significantly superior to those of global 
markets, 2016 has been as cruel to YPF as 
to its global counterparts. As YPF sought 
to redress declining production and to 
stimulate activity in the shale discoveries 
of Vaca Muerta hoping to imitate the boom 
in the USA, the company’s debt swelled 
from $2 billion in 2012 to $7 billion today. 
Last year, YPF invested a third less than 
planned, and announced that it will slash 
investments for this year by 25%. Losses 
of $110 million were announced for the 
last quarter of 2015; the first loss in over 
a decade.
Even with a new national government and 
Galuccio’s successor yet to be named, it 
seems very unlikely that the course he set 
will be radically changed. YPF will persist 
in leading the exploitation of the vast shale 
potential that Argentina contains and en-
sure that the country can once again enjoy 
the status of a net energy exporter. ▬

Comparing the production rates before and 
after 2012 highlights the impact of YPF’s 
re-nationalization on Argentina’s total oil 
production and on the company’s own 
production.  In 2010 and 2011, year-on-
year Argentine oil production fell by an 
average of about 4% as international oil 
prices rose; from 2012 to 2014, oil pro-
duction fell by 1%, or three percentage 
points slower. In 2010 and 2011, YPF’s oil 
production fell by an average of 4%; from 
2012 to 2014, the company’s oil produc-
tion increased by 5%, which represents a 
positive difference of about nine percent-
age points. 
Yet YPF’s re-nationalization has not have 
a similar effect on Argentina’s gas produc-
tion. In 2010 and 2011, year-on-year gas 
production fell by an average of 3%, and 
continued to fall at the same average rate 
from 2012 to 2014. The continued decline 
in gas production stands in contrast to 
YPF’s own gas production. In 2010 and 
2011, YPF’s gas production fell by an av-
erage of 7%, but in increased its gas pro-
duction to an average of 3% per year from 
2012 to 2014. 
Averages mask some dramatic changes 
in YPF’s gas production. Prior to its re-
nationalization, YPF’s year-on-year pro-
duction fell by almost 10% in 2011. In 
2012, the company’s fall in production 
slowed to a decrease of about 3%, and 
finally increased in 2013 by 2%. And in 
2014, YPF’s gas production spiked to an 
increase of 12.5%. 
Some use these production figures to justi-
fy YPF’s re-nationalization, but it was not 
without consequences and critics. After the 
re-nationalization, Moody’s downgraded 
YPF’s from B3 to Caa1, or high long-term 
credit risk, which it has maintained for 
most of the time since then.  Nevertheless, 
Aranguren, formerly of Shell Argentina 
and now the new Minister for Energy of 
Mines, criticized the management of the 
nationalization: “Companies are obliged 
to abide by the rules that exist in the coun-
tries in which they operate. The Argentine 
Constitution allows for expropriations in 
cases where the public interest could be 
demonstrated, so companies should be 
willing to bear this risk. However, the Ar-
gentine government poorly managed the 
expropriation of Repsol’s interests in YPF. 
The government failed to pay Repsol for 
its YPF assets prior to seizing them. Thus, 
the re-nationalization of YPF was, in ef-

fect, a confiscation that later became an ex-
propriation. It was only after negotiations 
and an agreement between the government 
and Repsol that the re-nationalization of 
YPF became a constitutionally legal ex-
propriation. Prior to the expropriation, 
Repsol was considered a close ally of the 
government. That the government could 
so quickly turn against Repsol sent a very 
bad message to the business community”.
If YPF’s re-nationalization sent a bad mes-
sage to the international business com-
munity, the event meant something totally 
different to Argentina’s local industry. Lo-
cal manufacturers and EPC communities 
have benefitted significantly from YPF’s 
commitment to develop and prioritize lo-
cal industry, as well as from the national 
government’s trade protection. Yet in-
ternational companies that export from 
Argentina have also benefitted. Fabian 
Mamia, president of Flowserve’s Latin 
America operations, reflected on the im-
pact of YPF’s re-nationalization: “The re-
nationalization of YPF was an inflection 
point for Flowserve’s business in Argen-
tina, but the company succeeded in finding 
the right balance between its focus on local 
and foreign markets. YPF under Repsol in-
vested little in the country and Flowserve’s 
revenue from the local market was not as 
high as it is now. During Repsol’s owner-
ship of YPF, Flowserve focused on serving 
the Brazilian market and on taking advan-
tage of the explosion of offshore activity 
in Brazil.”
The re-nationalization falls in line with the 
former Argentine government’s distinctly 
statist strategy for the management of the 
country’s economy. It followed a couple of 
nationalizations in 2008 when the national 
government transferred the country’s pri-
vate pension funds to the government so-
cial security agency and nationalized Aer-
olíneas Argentinas, which was also owned 
by Spaniards. 
The reality is that the presidency had be-
come so powerful in Argentina that a com-
pany of YPF’s size and importance could 
not have remained independent from the 
national government for long. When Ga-
luccio talks about the fundamental natures 
of countries, it is difficult to avoid the 
thought that he was referring to Argen-
tina’s exceptionally powerful presidency. 
The executive branch may remain just 
as powerful under new President, Mauri-
cio Macri, former Buenos Aires’s mayor, 
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Former President and CEO

YPF

Miguel 
Galuccio

Can you talk about how YPF’s corporate culture has changed under your leader-
ship? 
YPF was one of the first state-owned oil companies in the world, along with Gazprom, 
and has sought to build its own company culture that focuses on operational and tech-
nical excellence. It has world-class geophysicists and geologists that other national oil 
companies rarely have. In the last three years, YPF has focused on improving the qual-
ity of its management and leadership. For example, it is putting together a management 
school to instill common values among all of its managers. These values will reflect 
YPF’s company culture, which differs from the culture of YPF under Repsol in several 
ways. 
Under Repsol, YPF was more centralized around Buenos Aires and Madrid but today it 
is decentralized. For example, regional managers are fully empowered to independently 
take decisions and risks. Taking risks is extremely important, and I encourage managers 
to go above and beyond my preliminary instructions. 
Also, YPF is now a more open company and is devoted to diversity. My management 
team is very diverse. The chief financial officer, Daniel González, was new to oil and 
gas when he started; he was a mergers and acquisitions (M&A) expert previously. In the 
last few years, YPF has acquired Apache and interests in local petrochemical companies 
such as Petroken Petroquímica Ensenada and Petroquímica Cuyo. YPF has also entered 
into deals with Petronas, Chevron, and Dow Chemicals. Daniel’s expertise has been 
vital to the success of YPF’s M&A success over the last few years. YPF currently lags 
behind peers in gender diversity, but is convinced that such diversity will improve the 
company’s work environment and decision-making. 
Another important change in YPF is its focus on fostering a national sense, which was 
one of three points of my plan for my first 100 days as CEO. This does not mean that 
YPF’s employees gather every morning to hoist the Argentine flag before entering Torre 
YPF; rather, it means that YPF recognizes its importance in supplying Argentina’s en-
ergy needs and helping the country regain energy self-sufficiency. 

You define ‘national sense’ as YPF's commitment to helping the country become 
energy self-sufficient. How would YPF’s business strategy differ were it to lack a 
‘national sense’? 
YPF’s business strategy would not differ much were it to lack a national sense, since 
YPF’s commitment to Argentina also makes business sense. How could YPF not be com-
mitted to the country when almost 80% of the company’s revenue comes from Argen-
tina? Setting aside feelings, Repsol’s management of YPF did not make business sense. 
Though most of Repsol’s revenue came from its activities in Argentina, it was investing 
most of that cash in its international portfolio to secure short-term profits rather than 
future reserves. This business strategy was doomed to fail. YPF now has a tangible com-
mitment to Argentina, but this does not mean that the company’s decisions do not also 
make business sense. 
YPF’s commitment to the country has motivated it to undertake risky yet forward-look-
ing projects like developing Vaca Muerta. Commercializing the vast hydrocarbon re-
sources of Vaca Muerta and developing Loma Campana—the second most important 
productive field in Argentina and the largest unconventional field outside of the United 
States—requires taking risks. Sure, YPF could invest in, for example, the Niger Delta, 
where investments might yield a 2% return. Yet it does not make sense for YPF’s long-
term profitability to convert foreign resources into foreign reserves. Once YPF secures 
local reserves, YPF’s long-term business strategy will transcend Argentina. YPF has al-
ready begun operations in Bolivia and Ecuador and is considering Mexico. 

You have talked about how you do not delegate YPF’s relationship with unions. 
Can you talk about the importance of personally managing YPF’s relationship with 
union leaders? 
I do not and cannot delegate my relationship with the president when the national gov-
ernment owns 51% of YPF’s shares. Moreover, YPF’s relationship with unions is fun-
damental given that improving the productivity of labor in Argentina will take YPF to 
the next level. Argentina cannot quibble about whether the international price of oil will 

go up or down; it must focus on making its 
labor force as competitive as possible. Do-
ing so will require cooperating with union 
leaders, which is a task I personally man-
age that takes about an hour of my time 
per day. 
There is actually a union within YPF called 
SUPeH that is historically important to the 
company. My relationship with its leader 
Antonio Cassia is one of trust and friend-
ship. When he has a problem, we talk over 
coffee. The members of SUPeH strongly 
relate to YPF, which makes negotiations 
with it easier. The challenge in working 
with SUPeH and other unions is to com-
municate where YPF wants to go and that 
some of the tasks that lie ahead are easy, 
while others are difficult.

YPF has implemented SUSTENTA, 
which aims to improve the productivity, 
competitiveness, and quality of goods 
and service providers for YPF and the 
Argentine oil and gas industry. Why is 
it important for YPF to promote Argen-
tine industry?
YPF prioritizes developing Argentina’s 
national industry because developing the 
country’s unconventional resources will 

YPF’s business strategy would not 
differ much were it to lack a national 

sense, since YPF’s commitment to 
Argentina also makes business sense. 
How could YPF not be committed to 
the country when almost 80% of the 

company’s revenue comes 
from Argentina?

“

”

require services that are close to the op-
erations. SUSTENTA does not promote 
an absolutist, nationalistic industrial poli-
cy; instead, it promotes the substitution of 
imports where it makes sense. YPF’s core 
business is the production of oil and gas, 
not the manufacturing of pipes, valves, etc. 
Nevertheless, YPF has a stake in seeing 
the national industry improve since YPF 
needs these products.

You have stressed the importance of 
YPF as a hybrid organization, that is, 
majority-owned by the state but with 
a strong private sector culture. At the 
same time, the United States fostered 
its shale revolution without a state-
owned or hybrid company. Why do you 
think some countries benefit from state-
owned or hybrid energy companies and 
other countries do not?
Countries, like people, have a fundamen-
tal nature. The recipe that worked in the 
United States to develop its hydrocarbon 
resources will not necessarily work else-
where. Every country has to find their own 
way of doing things, and particularly the 
way to best extract value from its resourc-
es. Given Argentina’s complexity, I com-

municated my view to the government that 
shaping YPF into a hybrid organization 
made the most sense. 
The United States, for example, has dif-
ferent laws that make landowners not only 
the owners of the land but also of the hy-
drocarbon resources under the land. The 
United States also has legal and tax re-
gimes that facilitate commercial transac-
tions. Argentina lacks this kind of transac-
tion-friendly system. 
Yet YPF’s hybrid model works for Ar-
gentina. If YPF were 100% state-owned, 
it would have difficulty accessing inter-
national capital. If it were 100% private-
owned, it would have difficulty having the 
kind of symbiotic relationship that it needs 
to have with the national government as 
the chief regulator. Thanks to its hybrid na-
ture, YPF has been able to secure a mini-
mum price of $7.5 per million British ther-
mal units (BTU) for local gas producers. 
The government used to import liquefied 
natural gas at prices up to $13 per million 
BTU, but realized that a domestic price of 
$7.5 saved foreign reserves and created 
jobs. By communicating with YPF, the 
government can set policies that simulta-
neously foment investment and help it re-
duce its fiscal deficit. 

Do you have a final message for our 
readers? 
YPF must think about regionalization in 
light of the opportunities that Latin Ameri-
can energy companies have to exchange 
know-how. For example, there are inter-
esting offshore resources, but YPF does 
not have the know-how to develop them 
like Petrobras does. Moreover, YPF could 
pursue opportunities with Bolivia, Chile, 
and Uruguay, to name only a few of the 
countries that represent potential members 
of a regional energy market. 
If you ask me to sell Argentina to oil and 
gas investors, Argentina cannot be sold 
with a slogan. Argentina has attracted and 
will continue to attract investment by de-
livering on its promises. Certainly Argen-
tina needs more investors, and YPF has 
had the good fortune of partnering with 
top-notch players like Chevron, Dow 
Chemicals, and Petronas, and is in discus-
sions with Gazprom. The next step for Ar-
gentina will be to outline rules of the game 
that will allow the country to develop its 
resources regardless of what happens in 
the rest of the world. ▬
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conventional resources, such as hydrau-
lic fracking, in Argentina?
The challenge with developing unconven-
tional resources is finding ways of making 
production more economic. You cannot 
achieve this with a single technology; rath-
er you need to find the right combination. 
We need to have a better understanding of 
the geological characteristics of basins and 
the hydraulic stimulation process. To that 
effect, Y-TEC works on, for example, res-
ervoir characterization, the development 
of fracture simulators, or the development 
of different types of proppants and fluids to 
make hydraulic fracturing more efficient. 
Once you clarify what your objective is, 
which in this case is to develop technolo-
gies that contribute to reducing explora-
tion and operating costs, you can identify 
what technical areas needed to reach it.

What importance do you give R&D to 
reducing costs in developing mature 
fields?
YPF has a strategic interest in R&D be-
cause it is related to the type of company it 
wants to become. That is, a company that 
creates competitive advantages based on 
knowledge. That knowledge then trans-
lates into reduced production costs and 
improved performance. Y-TEC has cre-
ated various technological programs to 
tackle the opportunities and needs of the 
development of mature fields. Some of 
these programs include the development 
of products and techniques for enhanced 
oil recovery, new materials to improve the 
technical integrity of on-field installations, 
and the development of remote measuring 
and monitoring technologies to reduce op-
erating costs. ▬

How fast has Y-TEC grown in terms of 
budget and personnel?
When Y-TEC was created, YPF’s entire 
R&D team of about 75 people moved to 
Y-TEC. The philosophy behind the proj-
ect was that Y-TEC become YPF’s R&D 
branch. Today, there are over 320 research-
ers involved in Y-TEC’s projects and we 
are planning to double this number in the 
next five years.

How important will the new research 
center in La Plata be to Y-TEC and 
what will be its purpose?
That center is to serve as our headquarters. 
Y-TEC’s strategy is to consolidate itself as 
a leading technology firm whose main ac-
tivity revolves around R&D and the trans-
fer of knowledge to YPF and other com-
panies in the energy sector. The strategy 
revolves around developing new technolo-
gies to be used in different business areas. 
These include: unconventional resources, 
mature fields, gas extraction, refinery and 
petrochemicals, new energies, environ-
mental and services.

Being an independent company, will 
Y-TEC begin to commercialize its own 
products and look to become less depen-
dent on YPF?
Y-TEC’s challenge is to create valuable so-
lutions for the industry. Y-TEC’s closeness 
to YPF allows us to understand the indus-
try’s needs and to test developing techno-
logical solutions. The company’s link with 
YPF is one of its strengths and gives it a 
unique platform from which to share tested 
technologies to the rest of the industry and 
ultimately support the development of the 
country’s energy resources. 

General Manager

YPF TECNOLOGÍA S.A. (Y-TEC)

Santiago 
Sacerdote

How did the idea of Y-TEC come about 
and how has the project been unfold-
ing?
The company is an association between 
YPF and the National Scientific and Tech-
nical Research Council (CONICET). The 
idea to create Y-TEC came about in 2002 
when Miguel Galuccio (then CEO of YPF) 
and Lino Barañao (Minister of Science, 
Technology, and Productive Innovation) 
both noted Argentina’s high potential to 
tackle the country’s energy-related chal-
lenges with the creation and application 
of its own know-how. Argentina has sig-
nificant scientific resources that have been 
strengthened and incentivized in the last 
decade to take on society’s opportunities 
and challenges. In this way, the idea to link 
YPF and the CONICET as a gateway to 
the country’s research system was unprec-
edented and has created much enthusiasm 
and optimism about its potential impact. 
Around the time of YPF’s re-nationaliza-
tion, Eduardo Dvorkin, a technologist, 
wrote about recreating INVAP’s success 
as a company in partnership with research 
centers but for the oil and gas industry. 
When President Fernández de Kircher 
read the article, she asked Dr. Barañao 
if he could analyze and carry out such a 
project. With its intelligent design, Y-TEC 
now plays a vital role as a public-private 
partnership dedicated to research and de-
velopment. 

YPF provides Y-TEC with capital and 
leadership. Could you describe the rela-
tionship you have with YPF?
When Y-TEC was created, it was decided 
that the strategy and leadership of the com-
pany had to be in the hands of the private 

sector, which is why YPF owns 51% of the 
company. The business model is a joint 
venture between both the public and pri-
vate sector that is aimed to capitalize on all 
of the country’s research capabilities and 
applying them to find business opportuni-
ties. In the original design, the challenge 
was to determine how CONICET’s re-
searchers would fit into the new company, 
since researchers have their own incen-
tives and evaluation mechanisms. We have 
developed a creative solution to this issue 
in the last two years, and today Y-TEC has 
a strong open innovation model by which 
universities and CONICET’s research ca-
pabilities are complementing Y-TEC´s re-
search teams and supporting our projects. 

We are also about to inaugurate a new 
building facility with the best equipment 
and technology available in the country, 
which will be part of our innovation net-
work of CONICET research centers. YPF 
has excellent research capabilities with 
which to collaborate, and we are also de-
veloping strategic alliances with leading 
companies to collaborate on research ac-
tivities and jointly create innovative prod-
ucts and solutions for the energy sector.

Being YPF’s R&D branch, what kind of 
influence will other clients have in the 
development of new technologies?
As an R&D company, our commercial 
model is to develop, protect and transfer 
technologies. On top of R&D, we also of-
fer sophisticated technical services that 
bring us close to our clients. We are totally 
open to receive collaborative proposals. 
Our intention is to promote R&D con-
sortiums. We hope to see cases in which 
a group of companies will present a tech-
nological challenge, a shared problem, for 
Y-TEC to find a solution. We also expect to 
partner with other technology companies 
and work together in finding solutions to 
identified challenges.

What would you identify as the biggest 
challenge facing the production of un-

When Y-TEC was created, it was 
decided that the strategy and 

leadership of the company had to be in 
the hands of the private sector, which 
is why YPF owns 51% of the company. 
The business model is a joint venture 
between both the public and private 

sector that is aimed to capitalize on all 
of the country’s research capabilities 
and applying them to find business 

opportunities. 

Y-TEC’s strategy is to consolidate 
itself as a leading technology firm 
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R&D and the transfer of knowledge 
to YPF and other companies in the 
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The relationship between the business chambers (CEPH, CEOPE, CIP, 
etc.) contributes to the common interests of the oil and gas industry in 
Argentina
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improve the prospects and opportunities for the industry
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The existence of large unexplored sedimentary basins 
(continental and marine) represents an opportunity for the oil and 
gas industry in Argentina.
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Exploration and production off-shore represents an opportunity 
for the oil and gas industry in Argentina.
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 Your company will implement initiatives to reduce costs 
in the next one to three years.
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The following illustrations summarize the results of the anonymous survey that asked 
49 industry-leading oil and gas executives in Argentina conducted by GBR in December 2015. 
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“Regarding operational efficiency, it would be difficult to directly apply 
the lessons learned in the United States to Argentine shale fields. Oil and 
gas companies in the United States have access to 12 million horsepower 

of fracking equipment, whereas companies in Argentina have access 
to only about 200,000 horsepower. Oil and gas companies will have to 

overcome the learning curve associated with understanding Vaca Muerta 
as a formation. However, lessons related to well completion and the 

development of drilling and working rigs can be applied in Argentina.” 

- López Anadón, 
President,

 IAPG



Vaca Muerta is home to most of Argen-
tina’s 27 billion barrels of unconventional 
oil and 802 trillion cubic feet of unconven-
tional natural gas. When asked whether 
Vaca Muerta’s development will come at 
the expense of other unconventional plays 
in Argentina, López Anadón of the IAPG 
responded: “Yes. Except for a couple of 
wells that have been drilled in the San 
Jorge basin in the D-129 formation, the 
bulk of shale exploration and development 
has been in the Neuquén basin, specifically 
in the Vaca Muerta formation. Other areas 
present challenges and difficulties that 
make them less attractive as an investment 
for the time being. Oil and gas companies 
will only begin developing unconventional 
resources in the rest of Argentina’s basins 
after they overcome the learning curve at 
Vaca Muerta.”
A comparison with other unconventional 
resource plays explains why Vaca Muerta 
has so much potential. Like Marcellus that 
has a total organic content (TOC) of two to 
12%, Vaca Muerta has a TOC of three to 
10%; like the Wolfcamp play whose thick-
ness ranges from 200 to 300 meters, Vaca 
Muerta’s thickness ranges from 30 to 450 
meters; like Eagle Ford whose reservoir 
pressure ranges from 4,500 to 8,500 psi, 
Vaca Muerta’s reservoir pressure ranges 
from 4,500 to 9,500 psi. 
Despite the technical specifications in 
Vaca Muerta’s favor, one of the many chal-

Vaca Muerta and 
Unconventionals

A play for high stakes

relates to drilling and 35% to completion. 
Yet some critics, like Daniel Gerold, argue 
that YPF could have done better, and refer-
ences the development of the Loma Cam-
pana field: “YPF and Chevron started to 
develop an unconventional play in 2012. 
They selected a strategy to develop the 
play in the black shale oil window through 
vertical wells. However, they would have 
been better off by drilling horizontal wells 
with more fracking stages, especially in 
the shale gas, wet shale gas, and volatile 
oil window to where they are now shifting. 
Despite the large investments that compa-
nies have made, it has been difficult to in-
crease production. Oil and gas production 
in Argentina is still 4% below production 
levels before YPF was nationalized” 
Gerold stressed that well construction 
costs will need to keep decreasing before 
unconventional production becomes prof-
itable in Argentina. He posits that opera-
tors can continue to cut costs “by drilling 
a horizontal well with 15 to 20 fracks, as 
operators are starting to do, and drilling 
gas and wet gas and in the volatile oil win-
dow.” 
Yet he clarifies that only five to 10% of 
wells currently implement this strategy 
and that “oil and gas players still need to 
understand the process more.”
Drawing from the lessons learned in other 
shale plays will help operators overcome 
the learning curve associated with devel-
oping Vaca Muerta. Yet López Anadón 
of IAPG adds that not all lessons learned 
in, for example, the United States, will 
be easily transposed to Argentina: “Re-
garding operational efficiency, it would 
be difficult to directly apply the lessons 
learned in the United States to Argentine 
shale fields. Oil and gas companies in the 
United States have access to 12 million 
horsepower of fracking equipment, where-
as companies in Argentina have access to 
only about 200,000 horsepower. Oil and 
gas companies will have to overcome the 
learning curve associated with understand-
ing Vaca Muerta as a formation. However, 
lessons related to well completion and the 
development of drilling and working rigs 
can be applied in Argentina. For example, 
companies in the United States put most of 
their rigs online, even though only 60% of 
their fracking clusters became productive. 
Companies in Argentina will need to learn 
to more efficiently use their rigs to obtain 
better returns on investment.” ▬

lenges that is stopping Argentina from fo-
menting its own shale revolution are E&P 
costs.  “The challenge with developing 
unconventional resources is finding ways 
of making production more economic. You 
cannot achieve this with a single technol-
ogy; rather you need to find the right com-
bination. We need to have a better under-
standing of the geological characteristics 
of basins and the hydraulic stimulation 
process. To that effect, Y-TEC works on, 
for example, reservoir characterization, 
the development of fracture simulators, 
or the development of different types of 
proppants and fluids to make hydraulic 
fracturing more efficient,” said Sacerdote 
of Y-TEC. 
A 2014 YPF update on Vaca Muerta further 
laid out the industry’s goals. To increase 
productivity, companies in Argentina will 
need to improve their understanding of the 
subsurface, identify the sweet spots, opti-
mize completions, and master horizontal 
drilling. To reduce well construction costs, 
companies will need to improve case drill-
ing techniques, look to local sand, increase 
operational efficiencies, and renegotiate 
labor contracts. 
YPF has made progress in reducing well 
construction costs. In 2011, it cost about 
$11 million to drill and complete a well 
with 3.1 stages in about 43 days; in 2014, 
it cost about $7.6 million with five stages 
in about 25 days. 46% of the total cost now 
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Loma Campana -
a trip down the ruta del 
petróleo

September 7, 2015

Rodolfo Chávez and Matías Acosta, a 
third-year stimulation engineer, drove us 
to Loma Campana in a Ford pickup em-
blazoned with YPF’s proud blue logo on 
a chilly September morning. Driving on 
Neuquén’s provincial Route 7 from the 
city of Neuquén to Añelo, the town near-
est Loma Campana, we passed cows, vine-
yards, and fellow YPF-marked pickups—a 
true snapshot of Argentine industry. Route 
7 is a narrow two-way road that forms part 
of the ruta del petróleo, along with provin-
cial Routes, 51, 8, and 17. Heavily used by 
vehicles carrying material and workers to 
and from fields, Route 7 is being expanded 
to a four-lane road, though it seems like 
the expansion has only just begun.  We 
passed wineries like Malma where mostly 
patroleros and their families go to sip on 
the region’s pinot noir and dine on Patago-
nia’s famous lamb.
As we approached Loma Campana, the 
earth started to take on the region’s distinc-
tively semi-arid appearance with red rock 
and sparse, grey-green shrubbery. Matías 
talked about his participation in YPF’s 
Exploration and Production Master’s 
Program. Some, like the IAPG’s López 
Anadón, have lamented the lack of people 
graduating from technical careers in coun-
try’s the world over but added: “The per-
sonnel currently working in Argentina are 
highly equipped to overcoming the learn-
ing curve associated with understanding 
Vaca Muerta’s geology and how it will 
react to stimulations.” 
While engineers and the like may be in 
short supply, the master’s program is com-
petitive and some of Matias’s friends were 
rejected, which surely comes with disap-
pointment since YPF is one of the most 
sought after companies among Argentina’s 
engineers. Once Matías joined YPF, he 
spent time on the field under the tutelage 
of senior engineers. In his second year, he 
began participating in the design of proj-
ects and continues to do so. Matías first 
worked in Santa Cruz where he worked 
on the design and optimization of stimula-

tions in conventional well completion and 
repair. But in 2013, he was moved to Loma 
Campana to design hydraulic stimulations 
for vertical and horizontal wells. 
We entered Loma Campana by passing 
Batería 3, which is the final point where all 
the production from the field goes for oil-
water separation. Rodolfo Gayoso, presi-
dent of Transeparation, identified some of 
the challenges associated with construct-
ing the separation plant: “This project was 
especially challenging because the oil is 
completely different to conventional oil. It 
is paraffinic and very volatile. The difficul-
ties coming from these characteristics for 
the plant design were substantial and the 
successful completion of this project will 
be an important milestone.” 
Almost twice the size of Buenos Aires, 
Loma Campana is the 395-km2 block in 
the hands of the joint venture between YPF 
and Chevron that was formed in 2013. The 
joint venture aims to invest $15 billion to 
construct 1,400 wells. Since 2013, Loma 
Campana has become Argentina’s second 
largest oil producer after a significant in-
crease in activity. YPF reports that in-
vestment in Loma Campana increased by 
343%, from $380 million in 2012 to $1.7 
billion in 2014. These investments have 
contributed to an increase of nine drilling 
rigs and 59 producing wells at the end of 
2012, to 19 drilling rigs and 290 produc-
ing wells in 2014. By the end of 2014, the 
290 wells produced about 7,000 barrels 
of oil and 17 million cubic feet of gas per 
day. The joint venture plans to put an ad-
ditional 150 wells into production by the 
end of 2015. 
On the way to the temporary facilities of 
the Gerencia No Convencional, or Un-
conventional Management, we passed the 
management’s new permanent facilities 
that resemble a suburban high school cam-
pus and are set to open in October 2015. 
After parking in what looked like a Ford 
pickup dealership, we entered the tempo-
rary facilities. A survey of the one-story 
office building brought the meaning of 
the YPF-Chevron joint venture to life, as 
it was impossible to tell which workers 
belonged to YPF and which to Chevron. 
YPF and Chevron professionals work side 
by side, and though YPF is the operator, 
the joint venture is managed as if it were 
one company.  
YPF decided to take us to Rig 234. On 
the way, Matías explained that the wells 

like those drilled by Rig 234 are normally 
2,700 to 3,000 meters deep and 1,500 me-
ters wide. The most common configura-
tion is to drill four wells in one area. The 
main impediment in expanding beyond 
1,500 meters is the technology related to 
coil tubing length. He also explained that 
one of the greatest technical challenges is 
the sand that comes back in production, or 
when sand can no longer be injected into 
the fractures. 
Rig 234 is in the hands of Helmerich & 
Payne (H&P), an American drilling con-
tractor, and began drilling in January 2015, 
since which they have drilled two wells. 
Though H&P drills all over the United 
States, the company received its biggest 
contract ever from YPF for 10 Flex3 rigs. 
Aldo Guerrero, the rig manager from Mex-
ico City, who has worked in countries like 
United States and Bahrain, gave us a tour 
of the rig. Some of the biggest challenges 
are ones related to logistics. Whereas in 
the United States, it might take a day and 
a half to move a rig, it might take about 
five days in Argentina. Another challenge 
has been to overcome some cultural dif-
ferences, like the sacrosanct lunch hour or 
mate breaks. In the United States, work-
ers might be willing to skip lunch to get a 
project done. Yet Aldo clarifies that these 
challenges are common throughout Latin 
America and are not particular to Argen-
tina. 
After touring Rig 234, we asked Matías if 
he would consider working outside of Ar-
gentina. He does not preclude a stint in the 
United States, but finds it difficult to imag-
ine leaving YPF and Argentina. Matías is 
a testament to YPF’s success at attracting 
and retaining talent. According to Pablo 
Bizzotto, executive upstream vice presi-
dent, who left Pan American Energy to 
join YPF, professionals used to start their 
careers at YPF hoping to go elsewhere; 
now the opposite happens. “Hearing 
Miguel talk sometimes leaves you wanting 
to go out and eat the world,” said one YPF 
employee.
Bizzotto also noted that Galuccio had not 
only succeeded in attracting international 
investors and spearheading technical suc-
cesses; he had also convinced many of his 
employees that they are participating in a 
historic moment. For Matías, the best part 
of working for YPF is the opportunity to 
be part of a soon-to-be milestone of Argen-
tine history. ▬

CEO

TECPETROL

Carlos 
Ormachea

Can you talk about Tecpetrol’s opera-
tions both in Argentina and in Latin 
America, and about some of the com-
pany’s most important projects?
Tecpetrol is an independent oil company 
operating throughout Latin America. The 
company started its operations in the early 
1990s in Argentina and grew from there to 
two different business units: exploration 
and production (E&P) and gas & power. In 
E&P, we have operations in Argentina, Bo-
livia, Peru, Ecuador, Colombia, Venezue-
la, Mexico and south Texas. With gas & 
power, Tecpetrol is the investor and opera-
tor for a number of midstream infrastruc-
ture projects in oil and gas: we are part of 
the controlling group in Transportadora de 
Gas del Norte (TGN), we were the main 
investor and operator in the consortium 
of Transportadora de Gas del Peru (TGP); 
and we do operation and maintenance for 
Pemex in México.  
Tecpetrol has implemented a vast en-
hanced oil recovery program in mature 
fields like El Tordillo (Golfo de San Jorge, 
Argentina), was the main investor and op-
erator in TGP—the infrastructure projet 
that made Camisea viable—successfully 
developed the Mision area in the Burgos 
area in Mexico, and lately had material 
exploration discoveries in the “llanos” in 
Colombia. 

How has Tecpetrol’s portfolio evolved 
over the last five years, and what is your 
strategy for growth in Argentina over 
the next five years?
Tecpetrol started as an operator of mature 
assets in the 1990s with a very conserva-
tive portfolio that the company was oper-
ating at the time. By the early 2000s, Tec-
petrol started to diversify its risk profile 
by adding exploration projects to its asset 
portfolio: Ipati and Aquio projects in Bo-
livia; CPO 6, 7 y 13 in Llanos, Colombia; 
Block 174 in Perú; and Rio Atuel in Men-
doza, Argentina. In addition, we got into 
service contracts with Pemex in México 
(Misión) and Ecuador (Shushufin and Lib-
ertador) that ended up being very impor-
tant projects for us. 
Tecpetrol sees high growth potential in un-
conventional exploration and production 
in Neuquén Province, and the real focus 
will be in Vaca Muerta, where Tecpetrol 
predicts the most growth domestically. Ar-
gentina currently comprises less than 20% 
of Tecpetrol’s revenues, but with increased 

investment and the resulting production, 
it stands alongside Mexico as the compa-
ny’s biggest areas of growth in the coming 
years.
Mergers and acquisitions such as the ac-
quisition of some of Petrogas’s assets in 
Neuquén are certainly part of Tecpetrol’s 
growth strategy. 

What challenges do you foresee in devel-
oping the hydrocarbon potential at Vaca 
Muerta, and how do you think they can 
be overcome?
All regions pose a particular set of chal-
lenges, but three stand out at Vaca Muerta. 
First, Argentina needs a stable financial sit-
uation in order to facilitate the financing of 
the anticipated projects. The development 
of these resources will require from $10 
to $15 billion dollars per year. This is dif-
ficult to finance from existing operations 
without fresh money to supplement it. The 
second challenge is to improve cost effi-
ciency. In order to attract the investment 
needed in Argentina, the country needs a 
minimum critical mass of volume and new 
services in the country. Third, companies 
need a more precise understanding of the 
opportunities in Vaca Muerta. Vaca Muer-
ta is undoubtedly a substantial asset, but 
companies must identify the sweet spots, 
identify whether these are gas or liquids, 
and determine how best to extract the hy-
drocarbons. The learning process is costly 
both in terms of money and time. Over-
coming the learning curve will be a great 
challenge. 
Collaboration will be key to tackling these 
challenges. YPF is a major player in this 
area and is making big investments, but 
Argentina’s oil and gas markets need as 
many players as they can to pool invest-
ments and share experiences.

What is your final message for our inter-
national audience of readers?
Argentina has great potential in the oil and 
gas sector. Tecpetrol believes that condi-
tions are evolving in a manner that will 
attract investors and help grow the indus-
try. The resources are there, the demand is 
there, and the desire to make it all come 
together is there. ▬

Collaboration will be key to tackling 
these challenges. YPF is a major 

player in this area and is making big 
investments, but Argentina’s oil and 
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CEO

ANDES ENERGÍA 

Alejandro 
Jotayan

Can you provide some background 
about Andes Energía? 
Andes was established in 2007, when its 
focus was on exploration and utility assets 
in Argentina. Since then, the company has 
de-merged its utility business and grown 
in terms of geographic coverage and pro-
duction. In 2013, the company was pro-
ducing 300 barrels per day (bpd) and now 
produces circa 3,500 bpd. Andes now has 
25 million barrels of 2P reserves and more 
than 600 million barrels of oil equivalent 
of certified reserves, 90% of which are in 
Vaca Muerta. 
Andes has become a South American in-
dependent, with knowledge of the region’s 
political, geological, and industrial envi-
ronments. Two-thirds of Andes’s produc-
tion and reserves comes from operations 
in Argentina, while the rest comes from its 
Colombian operations.  

Why are fields like Chachahuén impor-
tant to independents like Andes, and 
how will financing strategies for Argen-
tine exploration and production (E&P) 
companies involved in unconventional 
activities differ from those in the United 
States? 
In the United States, mid-sized compa-
nies financed a significant portion of their 
unconventional activities with local bank 
loans. However, Argentina’s banks lack 
sufficient capital and industry knowledge 
to fully finance necessary investments in 
unconventional plays, and Argentina’s 
current country risk bars local E&P com-
panies from international capital at reason-
able cost. E&P companies interested in 
unconventional activities must find alter-
native financing strategies like financing 
through not only debt, but also equity and 
their own cash flow. Holding producing 
conventional assets can provide the cash 
flow that E&P companies in Argentina 
need to finance unconventional activities.   
Developing conventional onshore wells 
in Argentina has several advantages. For 
example, it is relatively cheap. Each well 
costs Andes 20% of about $1.3 million in 
Chachahuén. Operating costs in conven-
tionals are also relatively cheap, ranging 
from $16 to $20 per barrel, so with a low 
initial investment and low operating cost, 
the payback period for investing in shal-
low onshore conventional is quick and 
profitable at prices above $35 per barrel. 
On the other side, unconventional devel-

opments demand a longer payback period, 
but offer a bigger volume of reserves, so at 
appropriate oil prices the value creation of 
the unconventional is huge. 
In conclusion, conventional and uncon-
ventional complement each other very 
well since the financial and economical 
point of view, and given the need to fi-
nance unconventional developments with 
cash flow from conventional assets, Andes 
will continue developing both convention-
al and unconventional wells in Argentina. 

What are some differences between op-
erating in Argentina and Colombia? 
Though production is higher in Argentina 
than in Colombia, Argentina has less than 
20 operators (most of them big companies) 
whereas Colombia has over a 100 (most of 
them small- and mid-sized). From 2006 
to 2012, Colombia duplicated its produc-
tion in part due to considerable capital in-
flow from newcomers. The difference in 
number and size makes a difference in the 
competition among companies. While Co-
lombia offers consolidation opportunities, 
Argentina will need to attract more mid-
size operators. Another big difference be-
tween both countries is that in Argentina, 
it is easier and quicker to get the permits 
to drill, there are more rigs working in the 
country, and there is a more established oil 
industry culture.

What are Andes’s thoughts about the 
fiscal and royalty regime in Argentina? 
Argentina has several advantages. One of 
them is that the country has a relatively 
simple and affordable fiscal system. Cor-
porate taxes amount to about 35% of net 
income and royalties range from 12% to 
18%, which is relatively low when com-
pared to OECD countries like the United 
States and Canada. Recently, the govern-
ment has released a new regulation which 
allows companies to extend concessions 
during 10 years paying an additional 3% 
of royalties, which is very convenient for 
companies operating in licenses with po-
tential for unconventionals. 

How important has a fixed price of 
Medanito crude been to the oil and gas 
industry in Argentina? 
The price of Medanito crude is currently 
$75 to $77 dollars per barrel, which rep-
resents an excellent agreement reached by 
national and provincial governments, pro-

ducers, and refineries. Thanks to the fixed 
price, Argentina is one of the few coun-
tries in the world where the rig count has 
remained relatively stable despite falling 
international oil prices. In the last twelve 
months, the rig count in the United States 
has dropped by over 40%. 
The entire oil and gas ecosystem benefits 
from a fixed price. The fixed price has 
helped YPF maintain production, which 
benefits the national government, as it 
holds 51% of YPF’s stocks. Provincial 
governments have an interest in foster-

ing production since they benefit from the 
royalties paid to them. Companies benefit, 
as they can maintain investment projects, 
maintain their cash flow and jobs, and con-
tinue investing in their assets.

How optimistic are you about the de-
velopment of the oil and gas industry in 
Argentina? 
I am very optimistic about the future of the 
oil and gas industry in Argentina. Argen-
tina is a rich country with the potential and 
resources necessary to grow very quickly. 
The country has ample resources in food, 
minerals, and oil and gas, and it used to be 
a net exporter of oil not many years ago 
with all the infrastructure already built. 
Vaca Muerta, for example, has the poten-
tial to keep the industry growing for over 
half a century. Argentina has the potential 
to produce five or six million equivalent oil 
barrels a day, and can become an important 
player in oil and gas in the world. ▬

Thanks to the fixed price, Argentina is 
one of the few countries in the world 

where the rig count has remained 
relatively stable despite falling 

international oil prices.
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Nobody can predict the future. Fortunately, Argentina doesn’t 
need hindsight to realize the huge benefits shale development 
stands to deliver.
The South American nation only needs to pay attention to the 
forces transforming the North American energy sector to see that 
– if progress continues – its energy industry is poised for a dra-
matic turnaround.
The U.S. had been concerned about its dependence on imported 
energy since World War ll. That apprehension was highlighted in 
the 1970s, when supply disruptions and episodes of skyrocketing 
oil prices led to recessions, economic stagnation, and high infla-
tion. Drilling in prolific shale plays in the last decade, however, 
has not only spurred the US’s economic recovery, but also re-
duced dependence on foreign oil and transformed the US into the 
world’s biggest oil producer, overtaking Saudi Arabia.
Argentina is currently the only country outside North America 
that has the potential to repeat this feat.
Like the US, Argentina is blessed with tremendous oil and gas 
resources. Large-scale development of Argentina’s Vaca Muerta 
formation, one of the world’s biggest shale plays, could prove 
to be a game changer. Its development could boost the country’s 
energy production, strengthen its economy and help Argentina to 
achieve energy independence. The development of the country’s 
unconventional resources could also increase the world’s energy 
supply and contribute to economic progress beyond Argentina.
For instance, our experience on the ground is showing encour-
aging results. Chevron, through a subsidiary, joined the Loma 
Campana project as partner in 2013. The project, operated by 
Argentinean oil company YPF, is making impressive progress 
as the first development project in Vaca Muerta. Since January 
2014, production has doubled and Loma Campana has become 
the second-largest oil producing field in Argentina.
But, besides excellent geology, Argentina has several other in-
gredients that make it prime for success. The country has a large, 
highly educated workforce, growing infrastructure and services 
industry, an adequate legal framework for shale development and 
highly competent management at the helm of YPF.
What is needed now? Real long-term success involves con-
sistency and stability. The energy industry likes to operate in a 
consistent, reliable environment that is conducive to growth and 

Optimism About 
the Future of Shale 
Development in Argentina 
Should Continue
Ali Moshiri, President, 
Chevron Africa and Latin America 
Exploration and Production

expansion. Countries that foster these attributes have a clear com-
petitive advantage. A key task for industry executives is to ana-
lyze how the risk-reward calculus of a country matches up against 
other countries competing for investment. Global competition for 
investment is alive and well within the energy industry.
One of the main reasons the shale revolution has seen such suc-
cess in the US is because companies have become highly effi-
cient. Major formations, such as the Bakken Shale in North Dako-
ta, the Eagle Ford Shale in South Texas and the Marcellus Shale 
in Appalachia, have been able to shift from the developmental 
stage to a manufacturing stage. This evolution lowered costs and 
made operations more profitable and therefore attractive for more 
investment.
Innovations such as pad drilling, which enables producers to drill 
multiple wells at a single site, have reduced the time and money 
needed to extract oil and gas from these areas. There have also 
been innovations on the completion side to improve initial pro-
duction and ultimate recovery rates.
The development of shale oil and gas in the US also benefited 
from existing pipeline networks and sufficient local infrastruc-
ture.
Replicating this in Argentina will be vital to allowing the shale oil 
revolution to also unfold there. Drilling costs in Loma Campana 
have already dropped by 30%, and YPF and Chevron continue 
working on finding the way to further reduce costs while main-
taining safe and secure operations and protecting the environment.
Optimism about the future of shale development in Argentina 
should continue. The country is poised to see more benefits from 
luring international investment to increase domestic oil and gas 
production than by importing energy. Unlike imports, gains in lo-
cal energy output can lead to the creation of jobs, revenue growth 
and economic expansion directly benefiting Argentinean citizens.
Our joint-venture with YPF is making great progress exactly be-
cause it is a partnership that focuses on working together toward 
achieving our business goals in order to fulfill the economic po-
tential of Argentina’s great resources.
Efforts like these need to continue. The responsible development 
of Argentina’s extensive unconventional oil and natural gas re-
sources has the potential to be the once-in-a-lifetime economic 
engine for the country. ▬
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President, Land Drilling

DLS ARCHER

Please could you provide us with an 
overview of DLS Archer and its history 
in Argentina?
Founded 40 years ago, DLS Archer is a 
drilling company that is part of the Ar-
cher group. The company’s core business 
focuses on drilling rigs, workover rigs, 
pulling units and fluid services for drilling 
wells. Present in the Neuquén and Golfo 

Carlos 
Etcheverry

San Jorge Basins, DLS Archer’s main 
business is in Argentina, but the company 
has operations all over Latin America, 
North America and Europe. 

How has DLS Archer developed since 
its inception, and what role does Argen-
tina play in the company’s global opera-
tions?
DLS Archer has approximate revenue of 
$600 million annually, with 3,200 em-
ployees around South America. Argentina 
accounts for 25% of revenue and profits, 
though the company has seen a decrease in 
its profitability in the past few years since 
oil prices went down in 2009. Combined 
with an increase in costs and more restric-
tions on labor laws, margins are currently 
not ideal in Argentina.

What has been the significance of DLS 
Archer’s recent $180 million invest-
ment?
DLS Archer has invested $180 million in 
new equipment and high-end technology 
over the past two years. The investment 
finances the purchase of 13 new drills that 
will support the expansion of operations 
in the Vaca Muerta area with Yacimientos 
Petrolíferos Fiscales and Pan American 
Energy. In addition to this investment, 
DLS Archer hired over 800 people in the 
same time period, providing six months of 
training for each new hire to ensure that 
they all have the skills needed to power 
our expansion. The company does not ex-
pect to see these investments pay off im-

mediately, but DLS Archer is confident 
that they will pay off over the course of the 
next six years. 

How competitive is the drilling servic-
es market, and what sets DLS Archer 
apart?
DLS Archer currently has 25% of new 
rigs on the market in Argentina. Helm-
erich & Payne is our biggest competitor 
in high tech because they have brand new 
rigs, whereas DLS Archer is working on 
refurbishing and setting up its new rigs. 
In the past, it used to be San Antonio, but 
because of some financial constraints they 
faced, they were not able to invest as much 
as DLS Archer has in the past few years. 
These days, the key factors of growth are 
keeping equipment new and technology 
competitive, which are areas that DLS 
Archer is working on. DLS Archer is also 
working on developing its own oil-based 
mud fluid, which will give the company a 
competitive advantage.

Where can we expect to see DLS Archer 
in the near future?
DLS Archer wants to turn its $180 million 
investment profitable over the next five 
years. DLS Archer is currently the biggest 
company in high-end drilling rigs in the 
market, which puts the company in a posi-
tion to grow as Vaca Muerta and Neuquén 
continue to develop. ▬
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President

CEOPE

Adolfo 
Sánchez-Zinny

Please talk about how the role of the 
CEOPE in Argentinian oil and gas in-
dustry has evolved since its inception? 
The Argentina oil and gas industry has 
three main chambers: the Cámara de Em-
presas Productoras de Hidrocarburos, 
which represents local exploration and 
production (E&P) companies but does not 
include YPF and international E&P com-
panies; the Cámara de la Industria del 
Petróleo, which groups international E&P 
companies; and the Cámara de Empre-
sas de Operaciones Petroleras Especiales 
(CEOPE), which represents oilfield ser-
vice (OFS) companies. 
There is also the Unión Industrial Argen-
tina, a confederation that groups cham-
bers from several industries. However, the 
power dynamics within this confederation 
are complex and constantly changing. 

How does the oil and gas industry lobby 
the government in Argentina?
Though these chambers represent the in-
terests of the oil and gas industry, lobby-
ing in Argentina differs from lobbying in 
the United States in that it is not institu-
tionalized. As a result, lobbying is often 
considered a sensitive subject that can be 
confused with political corruption. 
Also, unions represent a big challenge to 
deal with. Years ago, there was a confed-
eration but now they have split and there 
are seven different unions. 

Some labor relation experts have sug-
gested that companies can compete with 
the influence of unions over workers by 
addressing worker needs before unions 
do. To what extent are OFS companies 
implementing this strategy in Argen-
tina?
Companies in Argentina, not just OFS 
companies, have ignored issues impor-

tant to workers like issues related to public 
health and health insurance. Unions ad-
dressed these issues, but now Argentine 
companies are trying to take ownership 
about these and other issues that affect the 
lives of workers. Nevertheless, OFS com-
panies do, for example, make significant 
investments of time and resources to train 
workers.  Today, a recently graduated en-
gineer has to be trained at least three more 
years to be able to thrive in an OFS com-
pany. OFS companies also invest millions 
of dollars in security improvements.
Some OFS companies have made a special 
effort to get closer to their personnel and 
have been able to loosen the grip of unions 
over personnel, especially among young 
workers that represent 40% of the staff in 
Argentine companies.

What should an international OFS 
know before entering the oil and gas in-
dustry in Argentina?
First of all, some of the largest interna-
tional OFS companies are operating in 

Argentina. If foreign companies come to 
the country, Argentines should constitute 
a significant portion of the management 
team, especially in the human resources 
area since locals are familiar with Argen-
tine idiosyncrasies related to conflict reso-
lution and local business culture.
International investors are interested in 
Argentina because of its reserves but it is 
important to understand competitiveness is 
crucial for attracting investments too. Un-
derstanding the country´s dynamics takes 
time. 
CEOPE is concerned about helping and 
informing all these companies about the 
context. 

How would the industry react if oil pric-
es do not rise beyond 70 dollars? 
Most of the problems will be solved con-
sidering competitiveness as a resource 
to face low prices. Currently, companies 
without federal subsidization have to deal 
with many problems on their own. There 
are laws created to protect the industry but 
the fact is independent companies have to 
protect themselves. Competitiveness and 
efficiency are being more deeply consid-
ered. 
In the past, many companies entered the 
O&G industry without knowing how to do 
things right. It is always a risk and it has to 
be considered. Argentinian industry is very 
vast but, even so, there is a lack of self-
sufficiency. The reason is a combination of 
bad politic decisions and the presence and 
influence of certain companies at the time. 
Today, 80% of the potential hydrocarbon-
zones are not explored yet. A lot of talent 
and technology will be needed.
Talent is fundamental for competitiveness, 
because today it is an international issue. 
The main goal for Argentina has to be find-
ing its own model. ▬

Talent is fundamental for 
competitiveness, because today it is 
an international issue. The main goal 

for Argentina has to befinding
 its own model.

“

”

Companies in Argentina, not just 
OFS companies, have ignored issues 

important to workers like issues 
related to public health and health 
insurance. Unions addressed these 

issues, but now Argentine companies 
are trying to take ownership about 

these and other issues that affect the 
lives of workers.

“

”
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President and CEO

MADALENA ENERGY

Kevin 
Shaw

When and why did Madalena enter Ar-
gentina? 
Madalena began operating in Argentina 
since the mid-2000s with three conces-
sions that remain among some of the most 
attractive assets in the company’s portfo-
lio. At the time, the company recognized 
that Argentina had some of the richest hy-
drocarbon basins in the world—basins that 
were only lightly explored and exploited 
compared to other more mature and heav-
ily exploited regions of the world. Since 
then, and especially over the last two 
years, Argentina’s oil and gas industry has 
witnessed exponential growth in activity 
levels with many of the world’s leading 
energy company’s making significant in-
vestment decisions alongside an expand-
ing service sector and a steadily growing 
capital investment environment.
In the last couple of years, Madalena has 
grown substantially in terms of building 
out a solid production platform, signifi-
cantly increasing its conventional reserves 
and advancing its strategic unconventional 
shale resources in Argentina focused on the 
world class Vaca Muerta shale and Lower 
Agrio shale plays. From 2012 to 2015, 
Madalena went from three to 12 conces-
sions in Argentina, and from producing a 
couple of hundred barrels of oil equivalent 
per day (BOE/D) to almost 4000 BOE/D. 
Madalena has successfully driven forward 
based on a balanced business strategy be-
tween strategic unconventional shale de-
lineation drilling to full-cycle horizontal 
development on scalable conventional re-
source plays. Since late 2012, Madalena 

has introduced a full-cycle operating team, 
drilled a number of successful horizontals 
on key plays, imported North American 
horizontal technology into Argentina, been 
opportunistic to acquire attractive produc-
ing assets, and now operates in five Argen-
tine provinces. 

What kind of assets does Madalena 
have in Argentina? 
In Argentina, Madalena has a full-scale op-
erating business unit with a highly skilled 
workforce. When compared to other E&P 
companies—large and small—in Argenti-
na, Madalena has one of the most attractive 
asset portfolios in the business with top 
tier Vaca Muerta shale and Lower Agrio 
shale acreage alongside a deep inventory 
of horizontal development projects in both 
oil and liquids-rich gas resource projects. 
Two advantages uniquely position Ma-
dalena for a company of its size: (1) early 
acquisition of prime “sweet spot” acreage 
positions within the Vaca Muerta shale and 
Lower Agrio shale, both in the Coiron Am-
argo and Loma Campana area and Curam-
huele regions of the Neuquén basin; and 
(2) a team very familiar with horizontal 
multi-stage frack technology, which is key 
for unlocking significant value in the shale 
plays, and also Madalena’s horizontal de-
velopment resource plays in the Loma 
Montosa and Mulichinco formations. The 
latter are scalable, tight sand and tight oil 
resource plays that can be developed with 
horizontal drilling technology. 
Argentina needs more smaller to interme-
diate energy players within the basins to-

with significant upside. The acquisition 
positioned Madalena to maintain its com-
mitments year to year, delineate its key 
unconventional shale plays and grow con-
ventionally. The company bought Gran 
Tierra at the bottom of a macro cycle in 
Argentina, which will also bode well for 
Madalena as the macro environment im-
proves and valuations rise.
The acquisition was part of Madalena’s 
strategy to become bigger in Argentina and 
reach the critical mass necessary to sustain 
the company’s business plan. Apart from 
major E&Ps, Madalena is one of the only 
smaller-cap companies in Argentina today 
that has a sustainable business and is look-
ing forward to an exciting outlook as the 
company drills on four strategic plays.

Do regulated oil and gas prices help Ar-
gentina’s oil and gas industry or make 
it difficult for companies to plan for the 
future? 
In 2015, Argentina’s regulated oil market 
was very lucrative when compared to the 
rest of the world. Maintaining Argentina’s 
oil prices above international prices has 
allowed conventional and unconventional 
activity to continue, advance and acceler-
ate – which is what is required for Argen-
tina as a country to prosper and become 
energy self sufficient in the medium-term. 
Moreover, Argentina has maintained a 
flow of international investment to kick-
start the most exciting unconventional 
shale play on the international circuit to-
day in the Vaca Muerta formation. 
To develop scalable plays in the United 
States, Argentina, or anywhere, the finan-
cials and margins for the energy industry 
must be competitive and attractive from 
a netbacks-per-barrel perspective. When 
it comes to assessing the viability of the 
company’s activities in either unconven-
tional plays like Vaca Muerta or conven-
tional resource plays like Loma Montosa, 
the key is to strive for best-in-class costs 
and for the use of the most efficient tech-
nology, which will also achieve the best 
per-well performance and enhance the 
netbacks per barrel of a particular play (in-
creasing the profitability of an oil or gas 
operator). Today, Argentina has a competi-
tive energy industry in terms of its oil and 
gas marketplace. To continue attracting the 
billions of dollars in investments needed to 

In Argentina, Madalena is focused on 
delineating its unconventional shales 
and tight sand plays in the Neuquén 
basin, particularly the Vaca Muerta 

and Lower Agrio shales.

“

”

develop the Vaca Muerta shale and other 
large resource plays, the country will need 
to remain highly competitive versus world 
markets and continue to incentivize more 
foreign direct investment over other re-
gions of the world. 

Why are there not more independents of 
Madalena’s size in Argentina? 
Setting up shop as a small independent and 
becoming a medium-sized independent is 
challenging in any international jurisdic-
tion. Currency controls and a more com-
plex business environment, which comes 
along with international oil and gas start-
ups, makes it more challenging for smaller 
independents to start up, build, and thrive. 
Madalena has been in Argentina for a 
number of years and is well versed in op-
erating in Argentina. In the future, posi-
tive reforms that would ease some of the 
currency control restrictions and open up 
Argentina further to the rest of the interna-
tional business community would dimin-
ish the barriers of entry for smaller and 
medium-sized independents. 

What is currently Madalena’s strategic 
focus in Argentina? 
In Argentina, Madalena is focused on de-
lineating its unconventional shales and 
tight sand plays in the Neuquén basin, 
particularly the Vaca Muerta and Lower 

Agrio shales. Madalena is also building 
full-cycle development plays through con-
ventional-oriented developments, which 
builds the company’s production and re-
serves. 
The results from the activities of YPF, 
Chevron and Shell in the Vaca Muerta for-
mation are offsetting Madalena’s key acre-
age positions. Moreover, Madalena’s drill-
ing operations, alongside the activities of 
the mentioned companies, are all steadily 
advancing the results on the play and over-
all economics – much like has happened 
historically in the U.S. shale plays like 
Bakken and Eagleford. The best results in 
the basin in the Vaca Muerta over the past 
six to eight months have been driven by 
horizontal technology, which is a step in 
the right direction for Argentina and is im-
portant for Madalena in terms of unlocking 
significant value and upside for the com-
pany’s shareholders. 
Madalena positioned itself early on in the 
Vaca Muerta shale back in the mid-2000s 
before other energy companies were look-
ing at the shales in Argentina. It is now dif-
ficult to acquire similar acreage without a 
sizeable joint venture between major E&P 
companies, a partnership with a smaller in-
dependent like Madalena, or acquiring an 
independent like Madalena. 
Madalena has prime, sweet spot acreage 
in the Vaca Muerta in the Coiron Ama-
rgo block where the company is develop-
ing shales in partnership with Pluspetrol 
with plans to conduct horizontal drilling in 
the Vaca Muerta formation over the next 
24 months. Coiron Amargo is one of Ma-
dalena’s key oil assets where the company 
plans to do its first horizontal, multi-stage 
frack well in the first half of 2016, which 
will be a key well event. In addition, Ma-
dalena has sizeable acreage at Curamhule, 
which is a second key area for the Vaca 
Muerta shale, Lower Agrio shale (oil) and 
a liquids-rich gas play in the Mulichinco. 
Madalena is conducting a high impact well 
event at Curamhuele in the latter half of 
2015. Madalena is also moving forward on 
its Loma Montosa oil resource play in its 
Puesto Morales area where the company 
drilled a successful “discovery” horizontal 
in the first part of 2015 which has set-up 
a large inventory of development drilling 
for the company in a shallow, light oil re-
source play. ▬

Argentina needs more smaller to 
intermediate energy players within the 
basins today to help de-risk key plays 

for the larger E&P companies and 
deliver innovativeness, nimbleness and 
cost-effectiveness, which can provide 
huge benefits to the Argentine energy 

industry as a whole and the overall 
economics on plays like 

the Vaca Muerta. 

“

”
day to help de-risk key plays for the larger 
E&P companies and deliver innovative-
ness, nimbleness and cost-effectiveness, 
which can provide huge benefits to the Ar-
gentine energy industry as a whole and the 
overall economics on plays like the Vaca 
Muerta. Madalena takes pride in the inte-
gration of the company’s Argentina-based 
team with its Canada-based team. This in-
tegration allows Madalena to import North 
American technology, especially horizon-
tal multi-stage fracking technology, which 
is key to unlocking Argentina’s energy fu-
ture as a country. 

How significant was the 2014 acquisi-
tion of Gran Tierra for Madalena? 
Madalena’s June 2014 acquisition of Gran 
Tierra’s business unit in Argentina was 
one of the best strategic moves that the 
company has made to date. The acquisi-
tion has given the company a much larger 
and more sustainable production and cash 
flow platform as well as core area assets 
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“Conventional operations must increase the oil recovery and slow 
decline rates of the fields, improving efficiency and using modern 

technology appropriate for mature fields. As mature oil fields in 
Argentina become downright old, these fields will require different 

solutions, products, and services to slow decline rates.” 

- Sánchez Zinny, 
President,

Bolland



E&P – a more mature approach

Despite the fixation on Argentina’s shale 
gas and oil, investors should note the 
numerous opportunities separate from 
unconventional activities. Other oppor-
tunities include those related to tight gas, 
offshore, and maturing fields. 
“Argentina will develop its tight gas assets 
before developing its shale resources,” de-
clared Hugo Eurnekian, president of CGC, 
and continued, “the government sets the 
price of natural gas, which makes invest-
ment in tight gas production more profit-
able in the short-term when compared to 
long-term investments in shale.” 
Gerold of G&G Energy Consultants fur-
ther delineated the importance of tight gas: 
“There is significant short-term potential 
in tight gas, which some companies are 
already pursuing. The next step for the oil 
and gas industry will be the development 
of shallow gas plays, tight oil in conven-
tional reservoirs in the Neuquén basin, and 
deeper natural gas in the San Jorge basin. 
At the same time, the consortium among 
Total, Pan American Energy and Winter-
shall will continue to develop offshore as-
sets that will come on stream by the begin-
ning of 2016.” 
Albrecht of Wintershall elaborated on his 
company’s tight gas assets: “Vega Pleyade, 
Wintershall’s flagship project in Argentina 
since 2010, is a billion dollar offshore gas 

Conventionals
and Others

to focus on primary recovery and second-
ary recovery. To carry out primary recov-
ery, Central fractures and acidizes wells 
to stimulate production. Central’s goal is 
to control costs and increase the produc-
tion potential of the company’s wells. 
For example, Central reduced costs in the 
El Sauce field by installing new surface 
equipment like long-range pumps.” 
As big oil and gas companies like YPF, 
Shell, and Chevron focus their attention 
on developing Argentina’s unconven-
tional resources, independents are taking 
advantage of the conventional assets they 
leave behind. Augusto Zubillaga, COO of 
GeoPark, detailed his company’s strategy 
for conventional assets in Argentina: “Like 
in other countries in Latin America, NOCs, 
like YPF, have some of the best blocks 
available. Independents, like GeoPark, 
can take advantages of opportunities of 
partnering with YPF to develop some of 
their non-core, often conventional, blocks. 
Some E&P companies are divesting from 
assets in Argentina and are looking for 
independents to take over relinquished as-
sets.” 
Carlos Grimaldi, vice president, and Mary 
Esterman, director, at Medanito, talked 
about the opportunities for the company as 
majors refocus their attention: “The focus 
of large international, E&P companies on 

field that will produce between seven and 
eight million cubic meters a day of gas. 
In 2012, Wintershall began exploring two 
blocks as operator in the south of Men-
doza.” 
In particular, Argentina’s declining oil 
and gas production have made the opti-
mization of maturing wells particularly 
important. Many independent E&P com-
panies have found their niche in exploiting 
maturing wells. Pablo A. Chebli, country 
manager Argentina and vice president at 
Central Resources, outlined the motiva-
tion behind his company’s focus on ma-
ture fields: “Much has changed for Central 
since Argentina has become a country in 
which unconventional activities have in-
creased their appeal. However, Central is 
convinced that there are still opportunities 
in conventional fields, and the company’s 
focus remains on mature fields. In the 
last few years, Central has sold assets in 
Chubut province to focus on fields in the 
Neuquén basin where other companies 
have not seen opportunities. About four 
years ago, Central acquired some of Chev-
ron’s fields in the provinces of Rio Negro 
and Neuquén with no or little production. 
Central put them back in production.” 
Chebli also detailed some of the technol-
ogy necessary to stimulate mature fields: 
“In terms of reservoir, Central continues 

Though unconventional operations 
are consuming the thoughts of many, 

Argentina’s authorities and industry 
leaders must not forget that marginal 

fields will continue to supply most 
of the country’s energy needs in the 

short term.

- Diego Garzón Duarte, 
President, 

Oilstone Energía

“

”

Image: GeoPark Argentina
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Unconventional resources are there. 
Make them profitable.

unconventional activities has left a vacu-
um for smaller, local companies to fill with 
their specialized skill sets, like Medanito’s 
combination of expertise in E&P and the 
midstream sector. Medanito initially made 
a significant investment in unconventional 
resources. However, Medanito’s strategy 
is now to move away from unconventional 
activities and focus on conventional ones. 
Medanito’s plan is to be in a strong posi-
tion for when it makes more economic 
sense for medium-sized companies to en-
ter unconventional activities.” 
CGC, bought by Corporación América, 
has its eyes set on conventional explora-
tion in the Austral basin. Hugo Eurnekian, 
president of CGC, recounted how the com-
pany’s presence in the basin has evolved: 
“Among all producing basins in Argentina, 
we identified the Austral basin in Santa 
Cruz as a great opportunity because it is 
underdeveloped and underexplored. The 
basin extends into Chile and into the Is-
land of Tierra del Fuego, and has a simi-
lar acreage to the Neuquén basin. Nearly 
the whole of the on-shore part of the basin 

was controlled by Petrobras for the last 15 
years, but it never was Petrobras’s main 
focus. At the time of the purchase, CGC 
was producing over 10,000 barrels of oil 
equivalent per day (Boed). From that date 
on, CGC raised its production to almost 
25,000 Boed.”
CGC’s president stresses the strategic im-
portance of the potential of gas: “We are 
convinced that the economic scenario to 
invest in exploration and production of 
gas fields will improve, being even more 
attractive in the future. Regarding the Aus-
tral basin, it has larger gas reserves than 
oil reserves (67% are gas, 33% oil); a fact 
that was also decisive in CGC’s move to-
wards consolidating its position there. The 
Austral basin is home to maturing fields, 
new discoveries and a diverse geology that 
includes three regions known as Platform, 
Slope, and Deep Areas, with five reser-
voirs of proved hydrocarbon. Though op-
portunities in the Austral basin abound, I 
would highlight it as a tight-gas discovery 
with the potential to produce up to one 
TCF of gas.” 

companies. They must also remember that 
their activities have significant impacts on 
the communities near oil and gas fields. 
Ingeniería Alpa is one company that has 
understood the symbiotic relationship that 
needs to exist between oil and gas com-
panies and the communities that surround 
them, as Ricardo Andriano, the company’s 
president, elaborated: “Ingeniería Alpa’s 
policy from the beginning was to make 
sure that locals could share in the projects 
being developed on the land around them. 
In reality, operators often tend to run into 
complications with landowners and farm-
ers, and Ingeniería Alpa did not want these 
kinds of issues. The best way to incorpo-
rate them into projects was to get them 
involved. By giving locals an interest in 
Ingeniería Alpa’s operation, the company 

provided them with a means of income and 
a way to participate in the development of 
their land. This partnership was success-
ful, not only because of the income it pro-
vided local communities, but also because 
of the sense of involvement they felt. It 
was one of a series of mutually beneficial 
relationships that have worked to Ingeni-
ería Alpa’s advantage.”

OFS – applying the new to the old

Optimizing the production of conven-
tional and mature wells requires just as 
much innovation as unconventional ones, 
as Sánchez Zinny of Bolland explained: 
“Conventional operations must increase 
the oil recovery and slow decline rates of 
the fields, improving efficiency and using 
modern technology appropriate for mature 
fields. As mature oil fields in Argentina 
become downright old, these fields will 
require different solutions, products, and 
services to slow decline rates. At the mo-
ment, Bolland is working with the major 
oil companies to study new technologies.  
We are in charge of the first Single Well 
Test Tracer pilot test with one of them.” 
Some technology requires addressing 

conditions particular to certain basins. 
The San Jorge Gulf basin produces highly 
abrasive oil, which requires high efficien-
cy pumps to be able to withstand harsh 
conditions. Mario R. Forchiassin, general 
manager at Novomet in Argentina, talked 
about how his imported pumps meet this 
challenge: “The quality of the metallurgy 
is fundamental when facing fluids that 
have a certain degree of abrasiveness or 
corrosiveness. Novomet has a manufac-
turing methodology called powder metal-
lurgy that creates a smoother surface in 
pumps than those produced in a foundry, 
which increases efficiency, less wear, bet-
ter balance and allows the pumps to spin 
faster. In Argentina there are currently 
about 4,500 working pumps and they all 
are made in foundries and use asynchro-
nous motors. When you combine our more 
efficient PMSMs with our pumps, we cre-
ate a much needed cost advantage for pro-
ducers.” 
Maturing fields also pose challenges unre-
lated to optimizing production, as Rodolfo 
Gayoso, president of Transeparation ex-
plained: “Water management is one of the 
biggest issues that needs attention because 
90 to 97% of the production from mature 
fields is water. So operators are to a large 

Moreover, Eurnekian aims to eventually 
make the Austral basin join the ranks of 
the Neuquén and San Jorge basins: “Part 
of the strategy is also to develop these ar-
eas in partnership with investors with ad-
ditional capital. In order to bring the basin 
to a similar degree of maturity as Neuquén 
or San Jorge, more companies will need to 
arrive. Though CGC aims to manage most 
of the areas as the operator, we would 
welcome other companies operating the 
blocks that are not part of CGC’s core 
strategy. From shale to low-risk explora-
tion, and from building pipelines to opti-
mizing current operations, so much is yet 
to be done in the Austral basin.” 
Highlighting the size of the assets in 
CGC’s hands, the company’s president 
added: “After the purchase of Petrobras’s 
former assets, CGC now controls 13,900 
km2 (3.4 million acres) in exploitation 
blocks and 37,460 km2 (9.3 M acres) in 
exploration blocks. It is as if CGC had an 
entire basin to itself.”
While opportunities, both conventional 
and unconventional, abound for E&P 

Holding producing conventional 
assets can provide the cash flow that 

E&P companies in Argentina need 
to finance unconventional activities.  

Developing conventional onshore wells 
in Argentina has several advantages. 

For example, it is relatively cheap. 
Operating costs in conventionals are 

also relatively cheap, ranging from $16 
to $20 per barrel, so with a low initial 

investment and low operating cost, 
the payback period for investing in 

shallow onshore conventional is quick 
and profitable at prices above 

$35 per barrel. 
On the other side, unconventional 

developments demand a longer 
payback period, but offer a bigger 

volume of reserves, so at appropriate 
oil prices the value creation of the 

unconventional is huge. 
In conclusion, conventional and 

unconventional complement each 
other very well

- Alejandro Jotayan, 
CEO, 

Andes Energía

“

”
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extent water producers as well as oil pro-
ducers. Water treatment and management 
is difficult, costly and require very quali-
fied operations to get the proper results.” 
Though procedures aimed at optimizing 
mature well production can be invasive, 
del Campo of GNC Galileo Technologies 
highlighted one of his company’s tech-
nologies dedicated to mature wells: “The 
province of Neuquén showcases how our 
new MX Wellhead Compressors double 
or triple natural gas production from these 
wells. This increase is achieved without 
modifying the existing pipelines and gath-
ering infrastructure, thus reducing finan-
cial risks and making this process more 
profitable.” 
Just as important as innovative equip-
ment, software has the potential to opti-
mize the logistics of operations related to 
mature and marginal wells. As Nuñez of 
Innovisión noted, his company develops 
software aimed at this kind of logistical 
optimization: “Innovisión designed RM-
tools initially to track and manage margin-
al fields in the San Jorge basin. With this 

platform, YPF created Asset Management 
teams, which work as individual compa-
nies inside the corporation. The software 
permits to set benchmarks and objectives 
for each business unit, but most impor-
tantly lets them track the performance 
in real-time. RMtools allow oil and gas 
companies to easily define and track their 
business plans for developing oil and gas 
fields. Originally designed for marginal 
fields, the application of the software to 
unconventional ones makes even more 
sense. Tightly integrated with corporate in-
formation, the software suite allows com-
panies to monitor projects in detail and 
consolidate them in the Corporate Portfo-
lio. Project leaders can effortlessly control 
their budget, production rates and econom-
ic indicators of all business units. RMtools 
combines the technical view of the opera-
tions, with the real-time economic impact 
of each change over time. The reality of 
fields has a large impact on original plans. 
The improvement is to track changes over 
time, and easily evaluate each new scenar-
io and alternative.” ▬

ME

CG

CG: Vice-President
ME: Director

MEDANITO S.A.

How has Medanito been able to adapt to recent developments in 
the Argentine oil and gas industry? 
ME: Medanito has evolved from a small- to medium-sized enterprise 
to reaching the position of the fourteenth most important oil producer 
in Argentina. Since 2010, Medanito has increased its production to 
750 cubic meters per day of oil, one million cubic meters per day of 
gas, and 6,500 tons monthly of liquefied petroleum gas (LPG). Med-
anito’s success has been possible thanks to the company´s ability to 
adapt to and take advantage of circumstances. The focus of large in-
ternational, exploration and production (E&P) companies on uncon-
ventional activities has left a vacuum for smaller, local companies 
to fill with their specialized skill sets, like Medanito’s combination 
of expertise in E&P and the midstream sector. Last year, Medanito 
purchased Chañares, a company in Mendoza to increase Medanito’s 
presence in E&P, and two years ago, purchased Flargent, an engi-
neering company capable to provide integral solutions for the oil and 
gas, refinery and energy industries.
CG: Today, Medanito is an integrated company and has many divi-
sions; the company sells gas, oil, LPG, gas processing services, and 
electricity.
ME: To better face the volatility of the national oil and gas indus-
try, Medanito decided to grow vertically and stay firm against the 
several changes occurring in the global market. When the shale in-
dustry started to grow and oil and gas rent started to reach service 
companies, Medanito expanded into services through Flargent, the 
new acquisition.

What plans does Medanito have to expand activities beyond Ar-
gentina?
ME: Medanito currently exports LPG to Chile, and we are analyzing 
projects abroad that we can face when the investment conditions get 
better for Argentine companies. 
CG: Doing business outside the country is also important for the in-
ternationalization of the company. There are a few projects related to 
energy generation, midstream and assets exploration with partners in 
Colombia, Peru, and Mexico.

How does Medanito reduce costs? 
ME: Medanito always looks to find the best price from its suppliers, 
but the main way by which the company aims to reduce costs is by 

Carlos 
Grimaldi 
& Mary 
Esterman

increasing efficiency. Producing more with smaller fixed prices is 
important for a company of Medanito’s size.

Between 2011 and 2014, the company invested $280 million dol-
lars and is planning to invest $100 more. How much of these in-
vestments are dedicated to unconventional activities?
CG: Medanito initially made a significant investment in unconven-
tional resources. However, Medanito’s strategy is now to move away 
from unconventional activities and focus on conventional ones. 
Medanito’s plan is to be in a strong position for when it makes more 
economic sense for medium-sized companies to enter unconvention-
al activities.
ME: Nowadays, Medanito is still supporting unconventional activity 
by Flargent, the service company, testing units and water processing, 
among other services.

How does the company see itself in three years?
ME: Just like 2011 was a transformative year for Medanito, the com-
pany believes 2015 will be a pivotal year. The company is entering a 
time of growth that will yet again change Medanito, this time from a 
medium-sized energy company to a large one. 

What future do medium-sized energy companies like Medanito 
have in Argentina?
CG: Argentina and its energy sector need a network of medium-sized 
energy companies. The country should have at least 100 companies 
medium-sized companies like Medanito. ▬

Although unconventional activities 
have fixated investors, conventional 

opportunities also exist in Argentina. 
Argentina has many mature basins, 

but the country also has unexplored 
basins that represent frontier 

explorations with higher potential 
than what E&P companies are 

used to. Beyond exploration, E&P 
companies also have opportunities 

in mature producing fields where 
they can increase recovery factors by 

conducting good evaluations.

- Cesar Guzzetti, 
General Manager, 

Latin America Southern Cone, 
Gaffney, Cline & Associates (GCA)
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President

CGC

Hugo 
Eurnekian

Why did Corporación América buy CGC 
in 2013? 
Corporación América’s (CA) purchase of 
CGC in 2013 was part of the holding’s strat-
egy of diversifying its assets and expanding 
within the oil and gas industry. Among all 
producing basins in Argentina, we identi-
fied the Austral Basin in Santa Cruz as a 
great opportunity because it is underde-
veloped and underexplored. The basin ex-
tends into Chile and into the Island of Tierra 
del Fuego, and has a similar acreage to the 
Neuquén Basin. Nearly the whole of the on-
shore part of the basin had been controlled 
by Petrobras for the last 15 years, but it 
never was Petrobras’s main focus. At the 
time of the purchase, CGC was producing 
over 10,000 barrels of oil equivalent (boe) 
per day. 
After buying CGC, the next step was to ex-
pand within the Austral Basin and to per-
form as operators in the areas where CGC 
had assets. We fulfilled this goal on April 
1, 2015 when we started operating all the 
areas that we purchased from Petrobras in 
the Austral Basin, becoming the operator 
and owner of a large portion of a basin with 
a huge potential. From that date on, CGC 
raised its production to almost 25,000 boe 
per day. 

What does CGC’s purchase of Petro-
bras’s assets in the Austral Basin mean 
for CGC? 
Firstly, Argentina needs gas. Secondly, we 
are convinced that the economic scenario to 
invest in exploration and production (E&P) 
of gas fields will improve, being even more 
attractive in the future. Regarding the Aus-
tral Basin, it has larger gas reserves than 
oil reserves (67% are gas, 33% oil), a fact 
that was also decisive in CGC’s move to-
wards consolidating its position there. The 
Austral Basin is home to maturing fields, 
new discoveries, and a diverse geology that 
includes three regions known as Platform, 
Slope, and Deep Areas, with five reservoirs 
that proved hydrocarbon. Though oppor-
tunities in the Austral Basin abound, but I 
would highlight it as a tight-gas discovery 
with the potential to produce up to one tril-
lion cubic feet of gas.
After the purchase of Petrobras’s former as-
sets, CGC now controls 13,900 square ki-
lometers (3.4 million acres) in exploitation 
blocks and 37,460 square kilometers (9.3 
million acres) in exploration blocks. It is as 
if CGC had an entire basin to itself.

What is CGC’s strategy to develop the 
resources in the Austral Basin? 
The current reserve-to-production ratio of 
CGC´s blocks in the Austral Basin is almost 
12 years, with a combination of mature and 
young fields. CGC’s strategy is to use the 
assets in the Austral Basin as a platform for 
company growth by doubling oil production 
and tripling gas production by 2020. Part of 
the strategy is also to develop these areas 
in partnership with investors with additional 
capital. In order to bring the basin to a simi-
lar degree of maturity as Neuquén or San 
Jorge, more companies will need to arrive. 
Though CGC aims to manage most of the 
areas as the operator, we would welcome 
other companies operating the blocks that 
are not part of CGC’s core strategy. From 
shale to low-risk exploration, and from 
building pipelines to optimizing current op-
erations, so much is yet to be done in the 
Austral Basin. 

Where will companies like CGC find fi-
nancing to make investments such as the 
purchase of Petrobras’s assets?
Local capital can provide some financing 
to companies like CGC. For example, we 
financed our purchase of Petrobras’ assets 
through a local loan. However, the high 
and volatile interest rates for peso-priced 
debt do pose a challenge. When it comes to 
dollar-priced debt, the challenge is the short 
maturity schedules offered after Argentina’s 
risk profile. Maturity schedules of no more 
than two to three years are normally offered 
in the domestic market. International mar-
kets can offer longer terms as regards fi-
nancing options. Companies like CGC will 
usually obtain financing from a mix of local 
and international capital.

What is the outlook for the midstream 
sector in Argentina? 
Midstream companies like Transportadora 
de Gas del Norte (TGN) and Transporta-
dora de Gas del Mercosur (TGM) are in bad 
shape since they have had to cope with the 
same tariffs for the past 12 years. We think 
this scenario will change in the future. The 
need for new and better infrastructure is so 
high given the country’s hydrocarbon po-
tential and energy deficit that the next gov-
ernment will have to support companies like 
TGN and TGM. Whatever the new adminis-
tration will be, they will have to help the en-
ergy sector. Whether Argentina chooses to 
continue increasing its natural gas imports, 

or shift to becoming a gas exporter, there is 
one certainty: the country needs to improve 
its gas pipeline infrastructure. 

What kinds of reserves will E&P com-
panies focus on before developing shale 
reserves? 
Argentina will develop its tight gas assets 
before developing its shale resources. The 
government sets the price of natural gas 
at $7.5 per million British thermal units, 
which makes investment in tight gas pro-
duction more profitable in the short-term 
when compared to long-term investments 
in shale.
Moreover, most players are involved con-
ventional activities. Few players are solely 
dedicated to unconventional E&P. In gener-
al, E&P companies that are investing in un-
conventional activity are also the strongest 
players in conventional. Given the conven-
tional resources that still exist, conventional 
E&P will not end in the short- or medium-
term. 

How would you compare developing con-
ventional versus unconventional resourc-
es, and what will be CGC’s focus? 
Between the choices of developing con-
ventional or unconventional resources, it 
always makes sense to choose the former. 
Depending on how global oil prices and 
Argentina’s regulatory framework develop, 
shale production might begin to take off five 
years from now. Nevertheless, developing 
and producing conventional resources is al-
ways much more efficient and cheaper. 

What are CGC’s short-term goals and 
what is its strategy to achieve them? 
CGC’s goal is to boost production and re-
serves, and double the value of the compa-
ny. For the supermajors, who must discover 
and develop large quantities of hydrocar-
bons per year, and have the capital to make 
long-term investments, a bid like Vaca 
Muerta’s shale can make sense. However, 
for CGC, having secured a significant acre-
age in conventional plays, it makes more 
sense to develop the Austral Basin blocks 
where production from new conventional 
fields can begin in the short term.
Argentina, particularly the Austral Basin, 
is home to vast swathes of underdeveloped 
and underexplored conventional plays. For 
a company of our size, why opt for uncon-
ventional when conventional opportunities 
abound? ▬

Argentina, particularly the Austral 
Basin, is home to vast swathes of 

underdeveloped and underexplored 
conventional plays. 

For a company of our size, why 
opt for unconventional when 

conventional opportunities abound?
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COO

GEOPARK ARGENTINA

Can you provide some background about GeoPark? 
GeoPark was founded in 2002 by Gerard O’Shaughnessy 
and James Park, when the company acquired assets in 
Chile and Argentina. GeoPark is a Latin American 
explorer, operator, and consolidator in Chile, Ar-
gentina, Brazil, Colombia, and Peru. Over the 
last nine years, it has grown in all key measure-
ments: production has gone from zero to over 
20,000 barrels of oil equivalent (boe) per day, 
reserves from zero to over 120 million boe, 
with exploration resource between 500 million 
to 1 billion boe. As the numbers show, GeoPark 
has grown rapidly and continuously. 

Can you summarize GeoPark’s operations in Argentina? 
In 2002, GeoPark acquired 100% interest in the Del Mosquito 
block, in the Austral Basin, and Cerro Doña Juana and Loma Cor-
taderal in the Neuquen Basin in Argentina. In November of that 
year we started the operation in Del Mosquito producing the first 
barrels of oil in the company. Then in 2006 we got the operation-
ship of the Fell block in Chile which was the base for our growth.
In recent years, Argentina did not have a large impact on GeoPa-
rk’s operations, but the company participated in a bidding round 
in Mendoza in 2014 and won two blocks, Sierra del Nevado 
and Puelen where Pluspetrol is the operator. Additionally, in 

Augusto 
Zubillaga

2015, GeoPark acquired a 50% interest in a high potential low 
cost Neuquén Basin block (CN-V) in Argentina in partnership 
with Wintershall, which includes two shallow light oil prospects 
(GeoPark estimation of 23 to 42 gross million barrels) with ad-
ditional leads and plays, including upside potential in the Vaca 
Muerta shale play.

Did YPF’s re-nationalization change GeoPark’s strategy in 
Argentina? 
Events like YPF’s re-nationalization have not changed GeoPark’s 
goal to leverage the company’s technical, operating, and financial 
expertise to become the leading independent oil and gas com-
pany in Latin America. GeoPark’s technical team surveys all the 
basins of Latin America to target those in which the company 

has advantages and see high potential. The company has 
already presence in the following basins: Magallanes 

in Chile; Neuquén and Austral in Argentina; Mara-
ñon in Peru, Llanos, Medium and upper Mag-

dalena and Putumayo in Colombia; Potiguar, 
Reconcavo, Sergipe Alagoas and Parnaiba in 
Brazil; among others. 
Though oil and gas production have declined 
in Argentina over the last ten years, the coun-

try needs energy. GeoPark has partnered with 
national oil companies (NOCs) throughout Latin 

America, and YPF is another NOC with which we 
would like to partner. 

What explains GeoPark’s rapid and continuous growth, espe-
cially in 2013 and 2014? 
GeoPark’s people have been key to the company’s success. In 
Argentina, we have a technical team comprised of profession-
als with more than 25 years of expertise in companies such as 
Chevron San Jorge, Pluspetrol, YPF, among others, and who has 
discovered more than 700 million barrels in the region. This Bue-
nos Aires-based technical team plus the very experienced local 
team in each business unit has given invaluable tool of growth to 
GeoPark in Latin America. ▬

Country Manager Argentina 
and Vice President
CENTRAL RESOURCES INC.

Pablo A. 
Chebli

Despite tremendous prospects for pro-
duction from unconventional oilfields, 
why is Central focusing on Argentina’s 
mature fields?
Much has changed for Central since Ar-
gentina has become a country in which un-
conventional activities have increased their 
appeal. However, Central is convinced that 
there are still opportunities in conventional 
fields, and the company’s focus remains on 
mature fields. In the last few years, Central 
has sold assets in Chubut Province to fo-
cus on fields in the Neuquén Basin where 
other companies have not seen opportuni-
ties. About four years ago, Central acquired 
some of Chevron’s fields in the provinces 
of Rio Negro and Neuquén with no or little 
production, and Central put them back in 
production. One field now produces about 
42 cubic meters per day and the other pro-
duces abut 30 cubic meters per day, which 
are production rates that make these fields 
economic for a company such as ours which 
has low overhead expenditures. In the first 
years of activity in the new blocks, Central 
focused on work overs and pulling activity 
to put the oil wells back in production, then 
the company continued with work overs to 
open new layers, and finally the company 
carried out new seismic acquisitions and 
drilled wells. 

What technology does Central imple-
ment to stimulate production from ma-
ture fields?
In terms of reservoir, Central continues to 
focus on primary recovery and secondary 
recovery. To carry out primary recovery, 
Central fractures and acidizes wells to stim-
ulate production. Central’s goal is to control 
costs and increase the production potential 
of the company’s wells. For example, Cen-

tral reduced costs in the El Sauce Field by 
installing new surface equipment including 
long-range pumps. 

How would you rate the availability of 
oilfield services for your operations?
The availability of oilfield services has not 
historically been a major problem for Cen-
tral’s operations in Argentina. Throughout 
the two years following the discovery of 
Vaca Muerta, the demand for fracturing and 
acidizing services increased so much that it 
was difficult for Central to contract these 
services. However, in 2015, the market has 
adjusted and these services are no longer in 
short supply. 

How have the prolonged contract negoti-
ations for the extension of the company’s 
licenses in Río Negro delayed the com-
pany from investing in them?
Central has been negotiating with Río Ne-
gro Province for the extension of the com-
pany’s production licenses for the Catriel 
Oeste field for the past four years. Howev-
er, three governors have served throughout 
this time, which has delayed the negotiation 
process and dampened oil and gas invest-
ments in the province. For example, Cen-
tral has drilled seven wells in Neuquén but 
only three in Río Negro. Central is willing 
to invest in its two fields in Río Negro, but 
the company is not sure whether its license 
will be extended and would not be able to 
recover its investment before its contract 
with the province expires. Moreover, Cen-
tral is not the only company that has post-
poned investment in Río Negro fields. 
Central Resources is actively looking for-
ward to continue growing in Argentina 
through the acquisition of fields considered 
mature for currents operators. ▬

About four years ago, 
Central acquired some of Chevron’s 
fields in the provinces of Rio Negro 

and Neuquén with no or little 
production, and Central put them 

back in production.
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General Manager

NOVOMET

Mario R. 
Forchiassin

Novomet arrived in Argentina in 2012. Why did Novomet enter 
into this market and how has the company evolved?
Novomet began to expand internationally to different regions in 
2008. It began with operations in Latin American first in Colombia, 
Ecuador and later in Argentina. I had the opportunity to interview 
with the company’s directors in Perm, where they explained to me 
their plans for the country. In this particular market, it is crucial 
to form the right working conditions with very specialized human 
capital since clients highly value customer service. The quality of 

our product and service was a fundamental pillar to entering this 
market.
To put together a project of this magnitude requires at least two 
years to begin operations. We officially began the business here in 
December 2012 and it took all of the next year to put together the 
work group, establish our location, and identify the need for the 
materials we were going to import. Our first products began to ar-
rive towards the end of 2013, meaning we only began to install the 
first units in 2014. We are anticipating around $10 million in sales 
for 2015.
Novomet decided to locate the company in Comodoro Rivadavia 
for two reasons. The main reason is that the city offered the most 
qualified human resources for the industry. The other reason is that 
the San Jorge Basin is one of the three main basins in Argentina 
that uses electro-submersible pumps and it contains over 40% of 
the reserves.
Though Novomet has over 5,000 employees worldwide, Novomet 
in Argentina has 30 employees. But the company expects to have 
doubled that number by the end of 2016.

What are the product groups that are commercialized in this 
country?
When it comes to electro-submersible products, companies in Ar-
gentina have traditionally relied on asynchronous motors, which are 
less efficient than synchronous motors or permanent magnet syn-
chronous motors (PMSM). We offer both technologies. The advan-
tage of PMSMs combined with high-efficiency pumps is that you 
save significantly in energy consumption. With this one set of this 
combination you can produce at the same level as two traditional 
sets and save 25% of the energy costs. The costs of producing in 
Argentina are high given you need to pump a lot of water to obtain 
a low volume of oil making it important to focus on reducing op-
erating cost.

The San Jorge Gulf produces highly abrasive oil, which requires 
high efficiency pumps to be able to withstand harsh conditions. 
Why are Novomet pumps suitable for the region?
The quality of the metallurgy is fundamental when facing fluids 
that have a certain degree of abrasiveness or corrosiveness. No-
vomet has a manufacturing methodology called powder metallurgy 
that creates a smoother surface in pumps than those produced in a 
foundry, which increases efficiency, less wear, best balance and al-
lows the pumps could be used to spin faster than it would otherwise. 
In Argentina there are currently about 4,500 working pumps and 
they all are made in foundries and use asynchronous motors. When 
you combine our more efficient PMSMs with our pumps, we create 
a much-needed cost advantage for producers.

Given that well conditions vary from deposit to deposit, are 
there any deposits in Argentina in which this technology will be 
particularly relevant?
That technology will reduce total operating costs for any well. An-
other advantage is that we have technological solutions to many 
of the problems that producers face when drilling a well, such as 
pumps with smaller diameters suitable for what some companies in 
Argentina are doing in some fields, low-flow applications, gas solu-
tions, etc. On the other hand, our units are assembled in the field in 
less time than conventional units, capturing an improvement result-
ing in fewer hours of pulling rig and less down time. ▬

Director and Founder

INNOVISIÓN S.A. 

How and when was Innovisión founded? 
Innovision was founded in 1994 when YPF, 
recently privatized, asked Esteban Nuñez 
and his team to design software to man-
age the company’s investments in marginal 
fields. The challenge was to manage fields 
with many wells, low production rates, and 
high costs.
Innovisión designed RMtools initially to 
track and manage marginal fields in the San 
Jorge Basin. With this platform YPF created 
asset management teams, which work as in-
dividual companies inside the corporation. 
The software permits to set the benchmarks 
and objectives of each business units, but 
most important let them track the perfor-
mance in real time. 

How important is Argentina to Inno-
visión’s long-term strategy? 
Although the company earns most of its 
revenue from Argentina, Innovisión’s long-
term focus lies beyond Argentina, especially 
given that revenue originating outside of Ar-
gentina has grown by 40% in the past two 
years. For 2018, the goal is to reduce rev-

Esteban 
Nuñez

enue from Argentina to 20% of total reve-
nues. Innovisión has been growing in Bo-
livia, Brazil and Colombia. But the target is 
unconventional development in the United 
States. 

How are Innovisión’s applications used in 
the oil and gas industry?
RMtools allows oil and gas companies to 
easily define and track their business plans 
for developing oil and gas fields. Originally 
designed for marginal fields, the applica-
tion of the software to unconventional ones 
makes even more sense. Tightly integrated 
with corporate information, the software 
suite allows companies to monitor projects 
in detail and consolidate them in the corpo-
rate portfolio. Project leaders can effortless-
ly control their budget, production rates and 
economic indicators of all business units. 
RMtools combines the technical view of the 
operations, with the real-time economic im-
pact of each change over time. The reality of 
fields has a large impact on original plans. 
The improvement is to track changes over 
time, and easily evaluate each new scenario 
and alternative.

How can RMTools be used to manage un-
conventional fields? 
Innovisión has adapted the same business 
solution in a new version of RMtools that is 
specifically designed to manage unconven-
tional fields. Like marginal fields, uncon-
ventional fields also have many operations 
with high costs.
The main challenge with unconventional 
resources is not finding them, but rather 
making this kind of production profitable. 
Innovisión has focused initially on a solu-
tion that improves logistics to decrease costs 
and allows operators to identify sweet spots, 
and have in time and in place all the equip-
ment, infrastructure and services that are 
needed. With this information in real time, 
every sector in the company, including sup-
pliers, is efficiently communicated with and 
focused on each business objective.

What kind of new software is Innovisión 
planning to develop?
The company has a mobile platform that is 
not only used for RMtools but also to sup-
port different field operation. The strategy 
of Innovision is to allow standard corporate 
information to be integrated in operative 
processes. We are now upgrading the entire 
mobile platform to be available on iOS. 

Is there any software that competes with 
RMtools?
In the United States, it has been mostly 
small companies that have developed un-
conventional fields. Many corporations are 
looking for ways to optimize their internal 
processes in order to be as efficient as pos-
sible when it comes to managing unconven-
tional fields. Efficiency becomes even more 
necessary in low oil prices scenarios, like 
the current one. RMtools offers the best ap-
proach to optimize internal processes and 
increase efficiency.
There is no other solution with this level of 

integration and connectivity with corporate 
infrastructure. Innovisión is working with 
many institutions in the United States to 
develop other complementary applications. 
The objective is to improve some models, 
specifically regarding unconventional fields. 

What are Innovisión’s short-term plans?
The plan is to start working with clients in 
the United States in 2016 since Innovisión’s 
focus will be on the unconventional market 
in the United States. The first step has been 
the use of it in Vaca Muerta, since it is one 
of the biggest operations of unconventional 
wells outside of North America. ▬

RMtools allows oil and gas companies 
to easily define and track their 

business plans for developing oil 
and gas fields. Originally designed 
for marginal fields, the application 
of the software to unconventional 

ones makes even more sense. 
Tightly integrated with corporate 

information, the software suite allows 
companies to monitor projects in 
detail and consolidate them in the 

corporate portfolio. Project leaders 
can effortlessly control their budget, 

production rates and economic 
indicators of all business units. 

RMtools combines the technical view 
of the operations, with the real-time 

economic impact of each change over 
time.
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“The development of Argentina’s oil and gas resources, especially 
unconventional ones, represents major business opportunities for 

Grupo Palmero. The company has already taken strategic measures 
to take advantage of these opportunities by building a completely 

new facility especially designed for manufacturing big components 
with strong after-sales services and parts wholesale.”

- Edgardo D. Palmero, 
President, 

Grupo Palmero
 



E&P companies, especially the majors, are known for their will-
ingness to operate in difficult and risky business environments. Yet 
international players must decide whether they are willing to remain 
in a country after each marginal increase of a country’s risk profile. 
The re-nationalization of YPF was one such an event, which forced 
international players to decide whether they would remain in Argen-
tina lest they be next. For several E&P companies, the benefits as-
sociated with the successful development of Vaca Muerta outweigh 
the risks.
Days prior to his departure from Shell Argentina as president, Aran-
guren, the new Minister of Energy, talked about why the Anglo-
Dutch major has remained in Argentina after over a century, even 
after YPF’s re-nationalization: “The main objective of an oil com-
pany is to convert resources into reserves. Shell entered into Vaca 
Muerta in 2012 because it would help the country to develop its 
resources and the company to produce the oil and natural gas that 
it needed to remain profitable. But before thinking about delivering 
a return to shareholders, an oil company needs to make sure that it 
has resources that can be turned into reserves. Securing reserves, in 
turn, justifies operating in Argentina, where, for the time being, the 
regulatory framework ignores international standards, but the op-
portunity to improve is in front of our eyes.” 
Gustavo Albrecht, managing director of Wintershall Energía, also 
shared the rationale behind the German oil and gas company’s de-
cision to continue and advance its operations in Argentina: “Win-
tershall has decided to continue investing in Argentina’s oil and 
gas industry for three main reasons. First, Wintershall is convinced 
about the potential of the oil and gas sector in the country. Secondly, 
Wintershall has chosen Argentina to develop its center of excellence 
for unconventional operations, which in the future such expertise 
could be used in other regions in the world where Wintershall is ac-
tive. The third factor is the massive amount of contingent resources 
in Vaca Muerta.” 
For many international E&P companies, the opportunities in Vaca 
Muerta may change the relative importance of Argentina to their 
operations, as Carlos Ormachea, CEO of Tecpetrol, recounted: 
“Tecpetrol sees very high growth potential in unconventional E&P 
in Neuquén Province, and the real focus will be in Vaca Muerta, 

E&P 
Perspective
Getting to grips with the dead cow

where Tecpetrol predicts the most growth domestically. Argentina 
currently comprises less than 20% of Tecpetrol’s revenues, but with 
increased investment and the resulting production, it stands along-
side Mexico as the company’s biggest areas of growth in the coming 
years”
But developing Vaca Muerta poses several challenges. Ormachea 
outlines those that stand out to him: “All regions pose a particular 
set of challenges, but three stand out at Vaca Muerta. First, Argen-
tina needs a stable financial situation in order to facilitate the financ-
ing of the anticipated projects. The development of these resources 
will require between $10 and $15 billion dollars per year. This is 
difficult to finance from existing operations without fresh money to 
supplement it. The second challenge is to improve cost efficiency. 
In order to attract the investment needed in Argentina, the coun-
try needs a minimum critical mass of volume and new services in 
the country. Third, companies need a more precise understanding 
of the opportunities in Vaca Muerta. Vaca Muerta is undoubtedly 
a substantial asset, but companies must identify the sweet spots, 
identify whether these are gas or liquids, and determine how best 
to extract the hydrocarbons. The learning process is costly both in 
terms of money and time. Overcoming the learning curve will be a 
great challenge.” 
Another challenge will be attracting more small and medium-sized 
players, like those that helped foster the United States’ own shale 
revolution. “Small companies developing unconventional resources 
have been successful in the United States and can sometimes be 
more agile than bigger companies. Small companies can take deci-
sions more quickly,” said Grotz of EY. 
Saggese of GyP further stressed the importance of attracting more 
companies to Vaca Muerta: “Without reform, the second largest re-
serve of shale gas in the world will be in the hands of a dozen com-
panies instead of the hundreds of companies that are needed. Blocks 
need to become available to smaller companies, and the only way 
that this will happen is if smaller blocks are handed out. Once com-
panies find several sweet spots in a block, they may decide to de-
velop only a portion of those. There needs to be a way to allow other 
companies to take control of the other sweet spots. Developing Vaca 
Muerta will require allowing more players to enter the game.” ▬

Managing Director

WINTERSHALL

Gustavo 
Albrecht

What have been the major milestones of 
Wintershall’s activity since 2010?
Wintershall has continued investing in its 
legacy assets in Argentina by developing 
the vast resources the company has in the 
offshore area of Tierra del Fuego. 
In 2010, Wintershall also obtained the final 
investment decision for a field called Vega 
Pleyade, which will be commissioned by 
the end of 2015. Vega Pleyade, Winter-
shall’s flagship project in Argentina since 
2010, is a billion dollar offshore gas field 
that will produce between seven and eight 
million cubic meters a day of gas. In 2012, 
Wintershall began exploring two blocks as 
operator in the south of Mendoza. 
In partnership with Gas y Petróleo del 
Neuquén (GyP), Wintershall has also been 
exploring the potential and commercial 
viability of shale in Neuquén and has ac-
quired a 50% p.i. in Aguada Federal block, 
the company’s first operated assets there. 
Wintershall is also participating in the 
12-well pilot in Aguada Pichana block to-
gether with its partners Total, YPF and Pan 
American Energy. 

Why has Wintershall chosen to continue 
operating and investing in Argentina?
Wintershall has decided continue invest-
ing in Argentina’s oil and gas industry for 
three main reasons. First, Wintershall is 
convinced about the potential of the oil and 
gas sector in the country. Secondly, Win-
tershall has chosen Argentina to develop 
its center of excellence for unconventional 
operations, which, in the future, could be 
used in other regions in the world where 
Wintershall is active. The third factor that 
has contributed to Winterhall’s decision to 
invest in Argentina is the massive amount 
of contingent resources in Vaca Muerta.

What has been Wintershall’s experience 
with government officials in the prov-
inces where the company operates?
Wintershall operates in the Neuquén and 
Mendoza provinces. In both provinces the 
government have been extremely profes-
sional and supportive of Wintershall´s in-
vestment plans. 

What have been the greatest challenges 
associated with operating in Argentina? 
The limited number of service provid-
ers is one of the biggest challenges Win-
tershall is facing in Argentina. Before the 
most recent fall in oil prices, getting a rig 
into the Neuquén Basin was challenging. 
When Wintershall’s team in Argentina pre-
sented headquarters with the first project 
in which Wintershall would act as opera-
tor, the concern was whether the company 
would be able to find enough service rigs 
when it came to drilling wells. Specifically 
in the case of Vaca Muerta, one of the main 
drivers to achieve profitability in this new 
emerging play is related to costs. When 
comparing D&C cost in the US with Ar-
gentina, we realize that there is still a long 
way to go. Materializing the massive po-
tential of Vaca Muerta would require an ef-
fort from all stakeholders (service compa-
nies, government, unions, operators, etc.) 
to reduce dramatically the current costs 
structure and to gain efficiencies. 

What impact has Argentina’s Plan Gas 
had on Wintershall’s investments in Ar-
gentina? 
Wintershall has subscribed to the Plan Gas 
in 2013 and it has allowed Wintershall to 
pursue a much stronger investment portfo-
lio in Argentina. 

Do you have a final message?
Wintershall’s Argentine subsidiary has 
transformed from a non-operator to an op-
erator, joining the ranks of the company’s 
various outposts around the world. In the 
next five years, Wintershall hopes to see 
investment in Argentina’s oil and gas in-
dustry reaching the critical mass needed to 
make Vaca Muerta a commercial project. 
Argentina is a country of opportunities, 
but success in Argentina is about manag-
ing risks with a long-term perspective. To 
succeed in Argentina, exploration and pro-
duction companies must learn how to man-
age risk with a long-term perspective. ▬

Argentina is a country of 
opportunities, but success in 

Argentina is about managing risks 
with a long-term perspective. To 

succeed in Argentina, exploration 
and production companies must learn 

how to manage risk with a long-term 
perspective. 
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Executive Vice-President

PETROLERA ENTRE LOMAS 
S.A.

Can you talk about the history of Petrol-
era Entre Lomas in the Argentine oil 
and gas industry? 
Petrolera Entre Lomas (PEL) was first 
known as Compañía Perez Companc and 
was founded in 1968, when YPF and Com-
pañía Perez Companc signed an agreement 
to explore the Entre Lomas area with the 
technical and financial support of Apco 
Oil. At the time, YPF was wholly owned 
by the Argentine government and repre-
sented the state in the agreement, but did 
not play a technical or financial role in the 
development of the area. The permit for 
the Entre Lomas area was re-negotiated in 
1993, a time when the regulatory regime 
governing the oil and gas industry had 
changed significantly.
The transformation of oil and gas com-
panies from service contractors into field 
operators was the event that most affected 
companies like PEL. Throughout the late 
1980s and early 1990s, President Me-
nem liberalized the oil and gas industry 

Oscar 
Anibal 
Vicente

by decree. Though President Menem did 
not enact new laws, he changed how the 
government executed them. One decree 
converted service contracts into operator 
contracts, which gave unfettered control 
of oil and gas fields to private companies. 
The status of field operator also allowed 
private companies to sell the hydrocarbons 
they extracted. Newly designated opera-
tors were at first wary that no one would 
buy their oil, but that worry soon faded. 

Why has PEL decided to operate exclu-
sively in the Neuquén basin? 
PEL chose to focus on the Neuquén basin 
because of its geological advantages. Ar-
gentina has 11 source rocks, three of which 
are in Neuquén. The geological character-
istics of certain fields in the Neuquén basin 
facilitate drilling. Most oil lies between the 
Jurassic and the Cretaceous. The Neuquén 
basin is not prone to earthquakes by virtue 
of its location in the Mesozoic zone. Ba-
sins in the north of Argentina are located 
in the Paleozoic zone, which is prone to 
earthquakes. Northern oil and gas fields 
yield light oil at high pressures, but seis-
mic activity has left them partitioned and 
smaller than those in the Neuquén basin. 
The great advantage of the Neuquén basin 
has been its seismic tranquility; it has al-
lowed for expansive fields, like Loma La 
Lata, and thick ones, like Vaca Muerta. 

Between 2010 and 2014, PEL’s yearly 
production of oil fell by 10% while its 
gas production rose by 28%. What ex-
plains PEL’s decreased oil production 
and increased gas production? 
PEL’s oil production fell between 2010 
and 2014 because of issues related to 
payout times and permit expirations. At 
one point, PEL was determining whether 
to invest in mature wells from which the 
company would recover all operating costs 
only after six years but whose production 
permits would expire within two years. 
PEL did not invest in these oil wells be-
cause the payout time exceeded the time 
remaining in the production permits. With 
no additional investment, the production 
of these wells fell. 
Meanwhile, PEL’s gas production in-
creased thanks to subsidized gas prices. 
Before the government began subsidizing 
gas production, local gas producers were 
paid $2 per million BTU while gas import-
ers were paid $17 per million BTU. Ar-

gentine gas producers now receive about 
$7.50 for newly produced gas.
The government decided to subsidize gas 
production after YPF convinced it to do 
so. Regardless of whether YPF advocated 
for gas-price subsidies out of self-interest 
or interest for gas producers, all gas pro-
ducers have benefitted from the regulated 
price. 

What is your analysis of YPF’s effort 
to develop unconventional resources in 
Vaca Muerta? 
YPF’s projects in Vaca Muerta are projects 
that only a hybrid company like YPF can 
undertake. The shareholders of a purely 
private company would be loath to allow 
the continuation of a project that does not 
yield short-term profits. Yet even YPF will 
have to diminish their wells if international 
oil prices remain as low as $50. 
Oil and gas companies pay costs at almost 
$15 per peso, though the official exchange 
rate is at $9. As a result, companies must 
pay the difference by increasing the pro-
ductivity of wells, reducing costs, increas-
ing production, etc. Certainly YPF can 
improve the technology it uses, but that 
technology is more expensive. Horizontal 
drilling is one technology that has been vi-
tal to its activities involving Vaca Muerta.
YPF began drilling horizontal wells after 
drilling 350 vertical wells, which made 
sense. When it comes to drilling thick for-
mations like Vaca Muerta, it is important 
to determine the proper depth at which 
to begin drilling horizontal wells. Thin 
formations demand horizontal wells, like 
those in the United States; thick forma-
tions require vertical wells at the outset to 
gain a better understanding about the loca-
tion of sweet spots. 
Other producers in Argentina are rooting 
YPF on as they observe its efforts to sur-
mount the learning curve associated with 
exploring and exploiting Vaca Muerta. 
YPF’s mastery of unconventionals at Vaca 
Muerta would allow others to easily fol-
low suit. Whether the Argentine oil and 
gas industry manages to take advantage 
of the country’s unconventional resources 
depends on whether YPF manages to pave 
the way. ▬

CEO

INGENIERÍA SIMA

Diego 
Manfio

Can you talk about SIMA’s founding and 
its growth since then? 
SIMA was founded in 1979 and has evolved 
to incorporate two divisions: projects and 
services. We work mainly in the uphole 
industry on surface operations. The proj-
ects division focuses on the construction 
of production facilities, including genera-
tion plants, compression plants and various 
projects for renewable energy. The service 
division focuses on operating and maintain-
ing those facilities and has been our most 
profitable sector, giving us consistent expo-
sure to the majors.

As the oil and gas industry has grown and 
evolved over the years, how has SIMA’s 
service offering changed alongside it?
As Vaca Muerta has become more devel-
oped and shale activities more important, 
we have been awarded projects in sand 
logistics, water management and water dis-
posal, which are necessary components of 
unconventionals and fracking. As such, we 
have become a full service company that 
can provide solutions across the board.

How important have partnerships with 
foreign companies been to SIMA? 
SIMA has become a very reliable partner 
for American companies looking to get in-
volved in Neuquén and ideally our partner-
ships would continue to grow. There have 
been a number of companies like Thru 
Tubing Solutions (TTS) that have hesitated 
when operators in Argentina like YPF and 
Shell ask them to come to Argentina due to 
the challenges associated with import re-
strictions and the repatriation of profits. In 
the case of TTS, SIMA entered into a part-
nership with the company by which SIMA 
imports products from TTS and receives 

TTS experts. In return, TTS receives a cut 
of the profits. Recently, SIMA gained the 
representation of Waukesha engines, which 
is a part of GE.

In addition to growing horizontally with-
in the unconventionals area, what else 
does SIMA plan to get involved in as the 
industry grows?
SIMA is determined to be involved in the 
growth of renewable-energy projects. Ar-
gentina must focus on making its citizens 
more socially aware of different forms of 
energy and incorporating them into the en-
ergy matrix, and we would like to grow with 
this. Part of the company’s strategy to this 
end is investing in innovation and develop-
ment. Through a 20% equity take, SIMA 
has partnered with INVAP Ingeniería, a 
state-owned company dedicated to nuclear 
and renewable energy projects. SIMA has 
also been involved with Google’s Project 
Loon to bring Internet to every person on 
the planet, and has worked on the logistic 
of the project in Patagonia - Argentina. The 
exposure and innovation involved with this 
is another area the company wants to be in-
volved in.

Do you have a final message?
Opportunities for service companies like 
SIMA abound. As exploration and produc-
tion companies continue to develop Argen-
tina’s shale plays, they will need the support 
of companies that provide services related 
to infrastructure and logistics. Service com-
panies will need to build new facilities, 
and to create need solutions as the indus-
try learns more about Vaca Muerta and the 
Neuquén Basin. Even though Argentina has 
a long history in the industry, there is a lot 
to be done. ▬

Argentina must focus on making 
its citizens more socially aware 

of different forms of energy and 
incorporating them into the energy 

matrix, and we would like to grow 
with this.

“

”

98 99

Global Business Reports INTERVIEW

Industry Explorations Industry Explorations

Global Business Reports

ARGENTINA OIL & GAS 2016 ARGENTINA OIL & GAS 2016Global Business Reports Global Business Reports

INTERVIEW



The development of Vaca Muerta will depend on the availability 
and quality of oilfield service (OFS) and other service companies. 
As Grotz of EY put it: “Service companies of all kinds— drilling, 
pulling, food, maintenance, logistics and transport—especially 
stand to benefit because regardless of which E&P companies be-
come operators, service companies will have a job to do in Argen-
tina.” 
Diego Manfio, CEO of Ingeniería SIMA, added: “Opportunities for 
service companies like SIMA abound. As E&P companies continue 
to develop Argentina’s shale plays, they will need the support of 
companies that provide services related to infrastructure and logis-
tics. Service companies will need to build new facilities and to cre-
ate new solutions as the industry learns more about Vaca Muerta 
and the Neuquén Basin.”
Like E&P companies, OFS companies must also undertake their 
own risk-benefit analysis in a world where other shale plays exist. 
Di Vincenzo of EcoStim explained the process by which his com-
pany decided to enter Argentina: “We started our first operation in 
Argentina after thoroughly evaluating each international shale mar-
ket. In 2012, when we started evaluating opportunities to expand 
our operations to other unconventional markets, it was clear to us 
that Argentina had all the elements for a successful shale play. In 
particular, the geology was world-class, the infrastructure was in 
place from nearly one hundred years of oil and gas development, 
there was a well-educated workforce, the pace of activity for oil-
field services was fairly high and we had executives on our senior 
management team with many years of experience building compa-
nies in Argentina and more broadly throughout Latin America. Af-
ter evaluating shale resources, and in some cases conducting reser-
voir characterization studies in places such as the United Kingdom, 
Australia, Mexico and Colombia, we concluded that Argentina was 
the only country outside North America at this time with the right 
balance of risk and reward.” 
Though opportunities for OFS companies abound, that does not 
mean that setting up shop in Argentina is a no-brainer. Adolfo Sán-
chez Zinny, president of Bolland y Cía, details some of the chal-
lenges that foreign OFS companies interested in coming to Argen-
tina face: “Bolland believes that the oilfield service market has 

natural barriers for newcomers—not only because of the needed 
investments and structure, but also due to the country’s volatile reg-
ulatory framework. Bolland has shown its ability to face and solve 
unusual situations, even accepting to replace competitors who were 
unable to solve complex cases.”
Yet taking part in the opportunities generated by Vaca Muerta does 
not mean that foreign OFS companies must take an all-or-nothing 
approach. They can share the risk and the benefits by partnering 
with local companies. Diego Manfio, CEO of Ingeniería SIMA, ex-
plained the partnership between his company and an American one: 
“SIMA has become a very reliable partner for American companies 
looking to get involved in Neuquén and ideally our partnerships 
will continue to grow. There have been a number of companies, like 
Thru Tubing Solutions (TTS), that have hesitated when operators in 
Argentina like YPF and Shell ask them to come to Argentina due to 
the challenges associated with import restrictions and the repatria-
tion of profits. In the case of TTS, SIMA entered into a partnership 
with the company by which SIMA imports products from TTS and 
receives TTS experts. In return, TTS receives a cut of the profits.”
Some foreign OFS companies have already proven that it is pos-
sible to succeed despite Argentina’s regulatory and economic chal-
lenges. “Recently, Calfrac implemented the annular frac and ball 
drop, and became the first company to complete 12 stages in less 
than 8 hours in a horizontal well in Argentina,” boasted Gerardo 
Kuracz, president of Calfrac Well Services in Latin America. 
Di Vincenzo of EcoStim also shared a success story: “We have con-
ducted the first ever down-hole fiber optics monitoring study in the 
Vaca Muerta shale play. Beginning in December 2014, we com-
menced operations of our first well stimulation fleet and in February 
2015, we started operating our first coiled tubing unit. We have also 
signed a technology development agreement with Y-TEC.”
One of the most salient issues that OFS companies must address is 
how they will help operators reduce costs. Of course OFS compa-
nies everywhere must bear efficiency in mind with the current low 
oil price environment, but it is especially important in Argentina 
where labor unions have driven up labor costs. Many companies 
have stepped up to the challenge. Esteban Nuñez, director of In-
novisión, presented his company’s approach: “The main challenge 
with unconventional resources is not finding them, but rather mak-
ing this kind of production profitable. Innovisión has focused ini-
tially on a solution that improves logistics to decrease costs and 
allows operators to identify sweet spots, and have on time and in 
place all the equipment, infrastructure and services needed. With 
this information in real-time, every sector in the company, and also 
suppliers, is efficiently communicated with and can focus on each 
business objective.” 
Di Vincenzo highlighted the importance of predictive modeling in 
reducing costs: “The cost of completing a multi-stage horizontal 
unconventional well in Argentina is very expensive today. We are 
offering our customers a methodology that allows them to high-
grade their acreage without drilling thousands of wells, to predict 
sweet spots along each horizontal well, to confirm the accuracy of 
each prediction using proprietary diagnostics tools and then a means 
of calibrating the predictive model based on real-time observations 
from the wells’ stimulation, flow back and ultimate production. We 
believe that this methodology has the potential to significantly re-
duce the stimulation of non-productive zones in order to focus on 
those zones with the highest probability of success.” ▬

OFS 
Perspective
Searching the Sweet Spot

Image: Bolland
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BOLLAND Y CÍA S.A.

Adolfo 
Sanchez 
Zinny

How has Bolland been able to continue 
growing during the last years, when 
business in Argentina has faced critical 
events such as the government debt de-
fault in 2014?
Argentine oil production has decreased 
and gas production has remained stable 
since 2004. In 2015, oil and gas produc-
tion seems to have reinitiated the recovery 
trend. The regulatory framework has suf-
fered from several changes during the last 
15 years, but the activity of the oil compa-
nies has not decreased, due to the fact that 
local oil prices are still profitable at $80 per 
barrel and are regulated by the government. 
Though the 2014 default curtailed Argen-
tine companies’ access to international 
capital, Bolland could still structure its fi-
nancial needs. 

Which of Bolland’s strengths allow it to 
compete successfully in the Argentine 
oilfield services market? 
Bolland’s shareholders, top managers, and 
employees are Argentine. Most of them are 
highly skilled with vast experience in the 
oil industry and with an important tenure 
in the company. Bolland has progressively 
developed a thorough understanding and 
knowledge of its customers’ needs. And 
after decades of learning about and suc-
cessfully serving the same oil companies, 
Bolland’s customers consider Bolland a 
well-known, reliable oilfield services com-
pany. Bolland not only provides products 
and services, but also adds value to its cus-
tomer’s projects, helping them to optimize 
their processes and solutions. Bolland as-
sesses each client’s needs and offers a syn-
ergistic package of selected products and 
services.
Bolland has achieved leadership in two 
main business lines: rod pumps and chemi-
cal products. The company’s market share 
in those lines is above 50% and serves all 
the main oil companies in Argentina.

What other business lines has the com-
pany developed?
Bolland started business in 1937. The com-
pany initially represented foreign compa-
nies in Argentina. It has then progressively 
expanded to other business lines. Today, 
Bolland handles the representation of top 
class oil and gas international companies 
such as Dresser Rand, Forum Technolo-
gies, Cavins, Sivalls, Network Internation-
al, and XL Systems.

Moreover, Bolland offers its customers 
well-testing services, a line that has grown 
significantly during the last 10 years, espe-
cially in the Neuquén basin. Bolland also 
builds and operates water and oil treatment 
plants and early production facilities.

What kind of infrastructure services 
does Bolland provide? 
Bolland’s services include the maintenance 
of pipes and tanks, which is key to keep-
ing low costs and to preserving Argentina’s 
oil infrastructure in adequate conditions. 
Some companies still underestimate the 
importance of maintaining their infrastruc-
ture in good condition and pay the conse-
quences in the resulting costs associated 
with the need to overhaul and even replace 
equipment. 

How will Bolland take full advantage of 
Argentina’s conventional and unconven-
tional hydrocarbon resources? 
In Argentina, there are business opportu-
nities both in conventional and in uncon-
ventional operations. Bolland is develop-
ing the know-how and technology to solve 
both needs. Conventional operations must 
increase the oil recovery and arrest the 
slow decline of the fields by improving ef-
ficiency and using modern technology that 
is appropriate for mature fields. At the mo-
ment, Bolland is working with the major 
oil companies to study new technologies. 
We are in charge of the first Single Well 
Test Tracer pilot test with one of them. 
Unconventional operations must be able 
to exploit resources from Vaca Muerta at 
competitive costs. Bolland is contributing 
to fostering competitive costs by develop-
ing new chemical products, water treat-
ment plants, and early production facilities, 
among other activities.

How important is it to Bolland to part-
ner with international exploration and 
production (E&P) and other oilfield ser-
vice (OFS) companies? 
Bolland’s main strategic goal is to work 
with its customers to help them to meet 
their requirements and results. This means 
developing new service models and offer-
ings, product and technology innovation 
where needed, and knowledge manage-
ment. Bolland is open to enter into joint 
ventures with third parties whose experi-
ence complements its expertise. This kind 
of cooperation is particularly important at 

a time when E&P companies are seeking 
to reduce costs due to low international oil 
prices. To that effect, E&P and OFS com-
panies must also work together to reduce 
costs in a way that generates a win-win ap-
proach for both E&P and OFS companies.

How does Bolland react to the prospect 
of domestic and foreign competition? 
Bolland has successfully participated in 
competitive markets since the beginning. 
Most of its current competitors in the dif-
ferent business lines are international com-

panies. Bolland focuses on developing 
unique competitive advantages to provide 
best-in-class products and services. The 
company’s approach is to partner with cus-
tomers to develop ‘tailor-made’ solutions 
for their needs, looking for operational ex-
cellence and cost efficiency. Bolland has 
developed the knowledge and expertise 
to face even non-standard, complex situa-
tions.
The oilfield service market has natural bar-
riers for newcomers—not only because of 
the needed investments and structure but 
also due to the country’s volatile regula-
tory framework. A third and critical barrier 
is that Bolland has shown its ability to face 
and solve unusual situations, even accept-
ing to replace competitors who were unable 
to solve complex cases. Moreover, the ser-
vice that accompanies Bolland’s products 
gives the company a key competitive ad-
vantage. Accompanying products with ser-
vices allows Bolland and its customers to 
be more efficient and reduce total costs. ▬

The company’s approach is 
to partner with customers to develop 

‘tailor-made’ solutions for their 
needs, looking for operational 

excellence and cost efficiency. 
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In Argentina, there are business 
opportunities both in conventional 
and in unconventional operations. 
Bolland is developing the know-

how and technology to solve both 
needs. Conventional operations 

must increase the oil recovery and 
arrest the slow decline of the fields 
by improving efficiency and using 
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How will Rodial take advantage of the 
opportunities in unconventional activity 
in Vaca Muerta? 
The formations in Vaca Muerta have al-
ways held the curiosity of those who know 
Argentina’s oil and gas sector well. Since 
2010, however, with the shale gas devel-
opments in the United States, the poten-
tial for economic exploitation that these 
reserves hold has drawn much attention. 
That same year Repsol-YPF announced 
major work in the region, finally begin-
ning to commercialize a formation whose 
potential was well known. 
The U.S. Energy Administration Agency’s 
announcement in 2013 that Vaca Muerta is 
home to the world’s second largest shale 
gas reserves and fourth largest shale oil re-
served caused a great deal of excitement in 
the political and service sectors. However, 
production costs in Argentina are still not 
comparable to those of shale activities in 
the United States. And while service com-
panies can adapt some of the technology 
used in the United States, certain factors 
specific to Argentina require tailor-made 
solutions. As for Rodial, the company will 
need to make significant investments in 
technology to reach full productive poten-
tial.

How do you see Rodial evolving along-
side the industry over the next five 
years?

Rodial’s business has doubled every year 
for the last three years. Today the company 
has 50 employees. In the next five years, 
Rodial plans to triple in size to 150 as the 
company evolves to meet the growth in 

Vice-President

RODIAL

Secretary of CAPESPE

Ricardo 
Rodríguez 
Álvarez

Rodial has more than 30 years of experi-
ence in the oil and gas industry. Could 
you talk about the company’s develop-
ment?
Rodial started as a company doing work 
for the oil and gas industry in Argentina, 
specifically focused on civil engineering 
projects but eventually taking on more 
mechanical projects with the opening of 
plants. In 1996, Rodial bought a compa-
ny that performed hot oil services and in 
1999 the company assembled its first team.  
From 1999 to today, Rodial has 40 teams 
and covers 95% of the hot oil work in Ar-
gentina. 

How has Rodial managed to grow its 
market share so significantly over the 
past few years?
Rodial’s strategy has been to look for the 
best way to improve efficiency by incor-
porating technology and design in each of 
our projects to the exact specifications of 
the company’s clients. For all of the Ro-
dial’s projects in the Austral and Neuquén 
Basins, the company must have very spe-
cifically engineered structures.
Along with the company’s customized 
services, the difference between Rodial 
and other companies in the market is the 
quality that Rodial provides. Some service 
companies provide teams, equipment and 
the necessary services, but Rodial provides 
a personal touch that is not found else-
where. Moreover, Rodial’s investment in 
human capital is as important—if not more 
so—than any investment in machinery or 
equipment. Many of Rodial’s employees 
have been with the company for more than 
25 years and have been a large part of why 

the company has been able to capture the 
better part of the market.

What labor-related issues does Rodial 
face?
The issue of human resources in Argenti-
na is full of idiosyncrasies. In the United 
States, the labor supply is much greater 
than the demand, giving employers an 
advantage and making it more affordable 
to hire as necessary. In Argentina, union-
ization and labor laws combined with the 
surge in demand have made the cost of hir-
ing much greater. For example, employees 
cannot work at night, cutting our produc-
tion in half. While Rodial invests a great 

deal in recruiting, educating and looking 
after its employees, certain regulations 
slow down the company’s growth despite 
increasing demand.

demand for hot oil work. That being said, 
Rodial does not want to become so big as 
to lose focus in the areas in which the com-
pany has specialized. Rodial will need to 
make careful human capital investments 
in in the company’s areas of expertise. 

Given that drilling activity has recently di-
minished, Rodial will need to partner with 
other companies, including foreign ones, 
to continue growing.
Rodial believes that the level of new de-
velopment set to take place will involve 
a steep learning curve across all sectors: 
governmental, financial, service and pro-
duction. It is possible that Argentina can 
transform into the oil- and gas-producing 
nation it once was with the discovery of 
unconventional resources in Vaca Muerta. 
Becoming a net oil exporter would make 
Argentina a global player in the interna-
tional oil and gas industry. ▬

Rodial’s strategy has been to look for 
the best way to improve efficiency 
by incorporating technology and 

design in each of our projects to the 
exact specifications of the company’s 

clients. For all of the Rodial’s 
projects in the Austral and Neuquén 
Basins, the company must have very 
specifically engineered structures.

It is possible that Argentina can 
transform into the oil- and gas-

producing nation it once was with the 
discovery of unconventional resources 

in Vaca Muerta. Becoming a net oil 
exporter would make Argentina a 

global player in the international oil 
and gas industry.“
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President

TRANSEPARATION S.A.

Rodolfo 
Gayoso

Can you please give us an overview of Transeparation and its 
divisions?
Transeparation was formed by a group of process engineers, each 
with about 40 years of experience in the oil industry. Our team 
has expertise in drilling, operations, the design of plants, and in 
process equipment and technology. We are made up of two divi-
sions: upstream and downstream, with the most active division be-
ing upstream. In downstream, we essentially provide commercial 
assistance to UOP, the international supplier and licensor of pro-
cess technology to the petroleum refining, petrochemical, and gas 
processing industries that we represent. 

What was Transeparation’s biggest milestone to date?
The turning point for Transeparation was designing the plant that 
will treat the production of Loma Campana, the shale oil field 
where Chevron and YPF are working in association. This project 
was especially challenging because the oil is completely different 
to conventional oil. It is paraffinic and quite volatile. The difficul-
ties coming from these characteristics for the plant design were 
substantial and the completion of this project successfully will be 
an important milestone. 

Why has the Argentinean market been relatively slow this past 
year and what issues is it facing?
YPF, the Argentinian exploration and production (E&P) company, 
is the most active company by far. The other companies are wait-
ing to see the results of the development of the shale oil and tight 
gas fields and for a better environment for oil prices to relaunch 
their projects.
There are plans to revamp Argentina’s old oil fields, but there are 
many issues to discuss before this happens. Therefore, some com-
panies are doing the minimum necessary to keep their licenses 
valid. Water management is a major issue because 90% to 97% of 
mature fields production is water. So operators are actually water 
producers rather than oil producers. Production water treatment 
and management is difficult and costly and require very qualified 
operation to get the proper results.

How much has Transeparation grown since its founding, and 
what sort of partners does it work with?
Transeparation is a small firm. We have a team of 20 highly spe-
cialized engineers and sell technology and specialties. Small teams 
also staff our activities in Mexico and Bolivia. We focus on de-
signing plants for oil, gas and production water treatment and most 
of the process equipment that are part of the plants. Our special-
ization is the reason to have partner agreements with firms much 
larger that need our know how as a complement of their services. 

Crude oil production has fallen from 855,000 barrels per day 
(bpd) to around 530,000 bpd over the past few years, yet pros-
pects for gas are quite high. Can Transeparation work in the 
gas sector as well?
Yes, we have the expertise to deal with gas projects, but in the past 
few years we have not had much opportunity to do so. The price 

of gas has been fairly low, meaning that projects in Argentina were 
not feasible. Over the course of the last year, however, the govern-
ment has developed more gas projects because Argentina is not 
self-sufficient and needs to reduce imports. 

Is the market for service and equipment providers in the gas 
sector particularly crowded in comparison to the oil sector?
Gas is a more competitive sector in general. In the current envi-
ronment, some gas producing companies prefer renting equipment 
instead of buying it, and as the project develops they see whether 
an upgrade is necessary or not. 

Does Argentina lack the technology or ability to take full ad-
vantage of its resources?
In order for Argentina to take full advantage of its resources, the 
benefits associated with E&P must outweigh the risks. Given our 
history as an oil-producing nation, we have the basic infrastructure 
and know-how. Exxon currently has the two most productive wells 
of the Neuquén basin, but they cost $50 million and $70 million, 
respectively. The reservoir is of an excellent caliber, with thicker 
oil and better rock than even in the United States, but the cost of 
drilling is too high to make the exploitation a profitable business 
at current prices.
But even lower operating costs would not outweigh all the risks. 
For example, large oil companies have been operating in the UK 
and the Scandinavian countries for the last 30 years despite high 
taxation rates on developing assets. In Argentina, the main risk is 
perceived instability. We need to convince investors that Argentina 
will become increasingly stable in the long-term. Investors need 
clear and durable rules that allow them to easily import equipment 
and export profits. Without this assurance, the risks of operating in 
Argentina will outweigh the benefits. 

Which of Transeparation’s services most helps your clients re-
duce capital and operational expenditure?
Our expertise is not drilling. The costs, however, will have to adapt 
to the market conditions somehow, as usually happens. We can 
help reduce capital and operational expenditure with our exper-
tise in plants and process equipment and our assistance during the 
phases of precomissioning, commissioning, and start-up. Operator 
training is also a critical issue for which we can give good sup-
port. ▬

In order for Argentina to take full advantage of its 
resources, the benefits associated with E&P must outweigh 
the risks. Given our history as an oil-producing nation, we 

have the basic infrastructure and know-how.
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Engineering, Procurement, and Construction (EPC) companies 
have also benefited from some of the same dynamics as suppliers, 
especially YPF’s increase in projects related to increasing uncon-
ventional activity after its re-nationalization. TECNA is one such 
company. “Since 2013, TECNA has been thinking about taking 
advantage of unconventional activities in Argentina, which has 
prompted the company to open a branch in Neuquén in 2014. 
TECNA is working on several small projects with YPF, including 
a fast-track engineering, procurement, and construction manage-
ment (EPCM) project at an oil treatment and gas compression 
plant called Rincón de Mangrullo,” said Barban of TECNA. 
AESA is another company that has benefitted from YPF’s push 
for domestic projects, as Adrián Mascheroni, the company’s gen-
eral manager explained: “In the last four years, YPF has pursued 
an aggressive investment strategy that did not exist before its re-
nationalization. YPF has increased the company’s rig count from 
20 to 80 drilling rigs, which increased the need for production 
facilities. AESA began to participate in E&P projects after having 
for a long time only focused on downstream projects. Since 2012, 
AESA’s projects portfolio share has moved to half upstream and 
half downstream. Before YPF’s re-nationalization, AESA partici-
pated in projects outside of Argentina, but the company finished 
its last project abroad in early 2013 to focus on domestic upstream 
and downstream projects despite continuing demand for EPC 
projects outside Argentina.” 
Yet as a subsidiary of YPF, AESA’s increase in domestic projects 
comes at no surprise. Though AESA does not receive preferen-
tial treatment in bidding rounds where YPF is the client, proj-
ects sometimes go to AESA without any bidding round at all, as 
Mascheroni pointed out: “AESA does not have an advantage in 
bidding rounds for YPF projects. AESA, as a rule, goes through 
the bidding process just like any other company. However, YPF 

does not hold bidding rounds when for strategic reasons it makes 
the decision that AESA works on a project on its own.”
Though domestic demand for oil and gas projects has increased, 
some EPC companies are decidedly international. Barban notes 
that most of the company’s growth will come from projects out-
side of Argentina: “The center of gravity for TECNA’s engineer-
ing and EPC projects is in Argentina. If, for example, TECNA 
undertakes a project in the Middle East, the company will engi-
neer the solutions in Argentina and then export those solutions to 
the field. And though TECNA managers are present on the field, 
senior managers for all projects carried out around the world re-
main in Argentina. TECNA’s managers in turn apply the lessons 
that the company has learned in Argentina in its projects around 
the world. However, the plan is to spearhead this growth through 
large projects in the Middle East. The value of one EPC project 
in the Middle East is roughly equivalent to the value of five in 
Argentina. Nevertheless, TECNA will always have projects in Ar-
gentina thanks to the company’s reputation in the country.” 
Other engineering companies, like Hytech Ingeniería, have pur-
sued an internationalization strategy to hedge against the volatil-
ity of Argentina’s domestic market, as Miguel Wegner, Hytech’s 
CEO shared: “Argentina’s complicated business environment and 
Hytech’s experience in various industries motivated Hytech to ex-
plore markets beyond Argentina.” 
Wegner also touched upon another trend affecting EPC compa-
nies in Argentina related to the country’s declining oil and gas 
production and country risk: “Argentina’s country risk makes it 
expensive for companies to borrow internationally. Oil and gas 
companies and refineries looking for new projects are no ex-
ception. Secure feedstock in a declining oil and gas production 
scenario is putting downward pressure on revenues and thus the 
amount of capital available for investment, requiring also fast 
track projects and assured performance at startup. Clients are 
becoming more knowledgeable and more demanding. Moreover, 
clients usually want projects fast tracked. And the only way to do 
fast track projects is to do engineering at the same time the project 
is being done. The only way to do that is by designing equipment 
during the basic engineering phase including its mechanical cal-
culations and drawings, and buying or fabricating the equipment 
while still doing the engineering. This is part of what engineering 
firms call extended FEED.” ▬
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folio share has moved to half upstream and 
half downstream. 
Before YPF’s re-nationalization, AESA par-
ticipated in projects outside of Argentina, 
but the company finished its last project 
abroad in early 2013 to focus on domestic 
upstream and downstream projects. Despite 
demand for EPC projects outside Argentina 
continues, AESA made the decision in 2012 
to pursue projects for YPF and other oil and 
gas companies exclusively within Argen-
tina.
In this new business scenario, AESA is one 
of the few companies in the region with ca-
pabilities to develop projects that includes 
engineering, equipment manufacturing, 
construction and operation of facilities on 
both sides of the oil and gas industry—up-
stream and downstream.

What has been one of the most important 
projects for AESA in the last five years? 
AESA’s most important project, which is 
still under way, is the construction of a new 
coke facility for YPF’s La Plata Refinery, the 
most important refinery in Argentina. The 
coke project is the most important industrial 
project in the country. AESA was awarded 
this project at the end of 2012 through a bid-
ding process in which the company compet-
ed with companies like Odebrecht, Techint, 
and Skanska. AESA began the project at the 
beginning of 2013, but a fire in the refinery 
forced the project to be fast tracked. Coke 
facilities are one of the most complex units 
from an EPC company point of view since 
they require a significant amount of project 
management skills and require overcoming 
challenging construction scenarios. For ex-
ample, the project at the La Plata Refinery 
required 2,800 professionals to work side 

General Manager

AESA

Adrián 
Mascheroni

Can you talk about the development of 
AESA’s business lines? 
Today, AESA has four business units: man-
ufacturing, construction, services, and en-
gineering. AESA started as a metallurgical 
manufacturer for the oil and gas industry 
in 1948. AESA’s first contracts related to 
YPF projects. After undertaking equipment 
manufacturing, AESA became a small con-
struction contractor for upstream facilities. 
In the 1990s, AESA began offering op-
eration and maintenance (O&M) services, 
which became one of the most important 
business units to the company. From 2003 
to 2005, AESA developed an engineering 
department to tackle the challenges associ-
ated with the company’s increasing partici-
pation in bidding rounds for more complex 
EPC projects. In 2008, AESA incorporated 
a fourth business unit—engineering. Con-
struction now represents about 50% to 55% 
of revenue, services 30% to 55%, manufac-
turing 10%, and engineering 2% to 3%.

How did AESA change when the compa-
ny became a subsidiary of YPF in 2001? 
The early 2000s were a time of change for 
AESA. The changes that the company un-
derwent had less to do with becoming a sub-
sidiary of YPF than with the changes in the 
market throughout the 2000s as investments 
to construct or revamp facilities in Argen-
tina diminished. Considering the reduced 
availability of projects in Argentina, AE-
SA’s strategy from 2005 to 2008 was to look 
for projects outside of the country, mainly in 
Latin America. As a result of the company’s 
internationalization strategy, the AESA un-
dertook major projects in Peru, Bolivia, and 
Uruguay from 2008 to 2012. 
Before 2012, AESA’s most important EPC 

project was the ANCAP project aimed at en-
abling the La Teja Refinery in Montevideo 
to produce high-quality combustibles with 
low-sulfur content in accordance with new 
international standards. 

How did the re-nationalization of YPF in 
2012 affect AESA? 
In the last four years, YPF has pursued an 
aggressive investment strategy that did not 
exist before its re-nationalization. YPF has 
increased the company’s rig count from 20 

drilling rigs to 80 drilling rigs, which in-
creased the need for production facilities. 
AESA began to participate in E&P projects 
after a long period of focus on downstream 
projects. Since 2012, AESA’s projects port-

by side in a 100-meter-long cube. Though 
the EPC requirements of the coke project 
were challenging enough, the acceleration 
of the project added another layer of com-
plexity. Nevertheless, AESA has been able 
to meet the challenge by increasing the bud-
get of coke project, remaining committed to 
safety, to the quality of the final outcome, 
and to the accelerated timeline. AESA will 
complete the construction of the coke facil-
ity in 2016. 

Which of the company’s four business 
units does AESA plan to further develop? 
AESA aims to further develop its services. 
The company will continue to develop its 
O&M services, but also new services that 
add significant value to clients’ operations 
and that heavily rely on the application of 
advanced technology, including digital field 
services, environmental services, and oth-
ers.

How important will increasing unconven-
tional activity be to AESA’s future? 
As an EPC and O&M company focused on 
the oil and gas industry, AESA will priori-
tize learning more about unconventional op-
erations by closely working with the com-
panies currently in Neuquén. For example, 
AESA is currently working on an EPC proj-
ect related to a crude oil treatment plant for 
YPF. AESA is also engineering, manufac-
turing, constructing, and starting up early 
production facilities for unconventional 
activities in Neuquén. Moreover, AESA 
will be meeting the demand for other ser-
vices that will become increasingly impor-
tant with increase in unconventional activity 
such as those related to water logistics, sand 
logistics, and of course, EPC and O&M. ▬

As an EPC and O&M company 
focused on the oil and gas industry, 
AESA will prioritize learning more 

about unconventional operations by 
closely working with the companies 

currently in Neuquén.
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In an ideal world, the entire project of a new plant or the revamping 
of an existing one should be done to ensure that cost, schedule and 
performance are as planned. Yet this so called Iron Triangle normally 
forces project managers to decide between two of these variables at 
the expense of the third and, sometimes, to choose only one of them. 
After the crisis from 2008 to 2009, companies around the world in-
cluding Argentina began to demand more fast-track projects, making 
the management of the Iron Triangle more important than ever.
Depending on macroeconomic conditions or the particular idiosyn-
crasies of each country, different variables of the Iron Triangle are 
prioritized. In some countries time and money cannot be compro-
mised, but in others, performance takes priority over schedule and 
cost.
At the same time, Argentina’s country risk makes it expen-
sive for companies to borrow internationally. Securing 
feedstock in a declining oil and gas production sce-
nario is also putting downward pressure on rev-
enues and thus the amount of capital available for 
investment, requiring also fast track projects and 
assured performance at startup.
Any project has to pass several gates of approval 
(FEL or similar) that require engineering, cost 
and schedule development with different levels 
of definition. Projects usually require a final cost 
estimation mean deviation of roughly 10%, which is 
normally lower than the error seen in a completed proj-
ect, which is typically higher than 25%. This difference may be 
explained by the lack of engineering definitions at the initial stages 
of the project, or by the time and money required to develop a non-
approved project. This translates into initial assumptions without 
enough data, quick process solutions and construction definitions 
during conceptual engineering (pre-FEED) and front-end engineer-
ing design (FEED), which are the stages that allow for 80% of total 
possible savings of a project.
Following these concepts, the life cycle of a standard engineering 
project typically follows three sequential stages: conceptual or pre-
FEED, basic engineering or FEED, and detailed engineering. First, 
conceptual engineering is typically comprised of a feasibility study, 
technology definition, process flow diagrams, initial process simula-
tion, basic equipment sizing, preliminary plot plan, and a fairly ac-
curate cost estimate. Second, basic engineering or FEED includes 

Reckoning with 
the Iron Triangle: 
A New Era of Project 
Engineering
By Miguel Wegner, CEO, 
Hytech Ingeniería S.A.

piping and instrumentation diagrams, equipment datasheets that de-
fine the size and specify the characteristics of plant equipment, in-
strumentation datasheets, a preliminary layout, and instrument and 
control the electrical, civil, mechanical and structural specifications. 
The final stage is detailed engineering so that the project is ready for 
engineering, procurement, and construction. 
Pre-FEED and FEED are arguably the single most important phases 
in a facility project life cycle. They should create strong early links 
between the business and the project’s scope, cost, and schedule, and 
maintain these links throughout the project life. Focusing on FEED, 
however, is not enough to cope with the increasing demand for fast-
track projects, which is the reason that Hytech created extended 
Front-End Engineering Design (eFEED). 
eFEED is defined as a comprehensive engineering package that in-
cludes sufficient definition of deliverables to provide secured value 
during any project’s overall execution phase. Hytech’s experience 
shows that accurate conceptual and extended front-end engineering 
design leads to more predictable costs, decreases the overall project 
execution life cycle, and ensures final plant performance. 
Normally, a FEED scope includes process data sheets and specifica-
tions for pressure vessels, rotary equipment, instrumentation, piping, 
etc., leaving a big part to detailed engineering for EPC and vendors, 
with the consequent risk of schedule, cost and performance. Yet 
eFEED moves these critical engineering tasks to FEED phase, with 
several perks: 
Having FEED engineers, and not suppliers, design equipment is one 
major advantage. FEED engineers understand the client, internation-
al standards, and how each unit operation interacts with each other. 
eFEED makes mechanical vessel and rotary engineering available by 

having final general arrangement vessel mechanical drawings and 
calculations, jointly with a final Plot Plan to kick off piping 

and civil detail engineering as part of the eFEED. In 
this way, there is no need to wait for vendor draw-

ings. EPC contractors can precisely quote and 
fabricate all pressure vessels as soon as the EPC 
contract is awarded. 
eFEED is especially important for revamping 
projects in which front-end definitions matter the 
most and shutdown times are critical. eFEED-

based solutions have the goal of minimizing 
shutdown times, as it allows to continuously check 

better constructability strategies during the early en-
gineering stages. In addition, equipment internals (trays, 

vane packs, etc.) are specifically designed to not require welding. 
Also new equipment is normally installed without plant shut downs 
since piping tie-ins are thoroughly planned. All this together makes it 
possible to complete a plant revamp in only 48 hours.
Project managers can hasten the completion of a project and do away 
with the need for further rework by focusing on project data input 
from the outset, performing all the necessary laboratory analysis and 
site data survey, applying eFEED concepts, and, last but not least, 
understanding the client’s business goals.
For over 25 years, Hytech has implemented eFEED in the revamp of 
several units in Argentina and in more than 30 countries throughout 
the Americas, Europe, and the Middle and Far East. 
Though eFEED initially takes more time than a traditional FEED 
phase, it saves money and time in the long run and makes the Iron 
Triangle less rigid. ▬
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President

SENER ARGENTINA

Can you give us an overview of SEN-
ER's activities in Argentina since we last 
spoke in 2010?
The SENER engineering and construction 
group has been a supplier of services in re-
fineries’ increasing capacity projects and 
in new refineries over the last years. The 
company thinks that in five to 10 years it 
will be a necessity for Argentina to con-
struct more oil refineries (or increase ca-
pacities) and that it will be an investment 
in the improvement of the quality of the 
plants, mainly in sulfure-reduction. SEN-
ER has expertise in these processes, as 
well as in the construction of hydro-treat-
ment units, in addition to thermoelectric 
and cogeneration plants. However, the se-
quence and velocity of these investments 
will strongly depend on the change of the 
new government and on the policy of new 
administrations overseeing the direction of 
these investments.

Most of SENER’s activities in Argentina 
relate to engineering and construction 

Miguel 
Eduardo 
Méndez

as a business area. Can you tell us about 
these activities?
SENER has been in Argentina since 2001. 
In these years, the company has achieved 
the recognition of the market not only by 
partners but also by clients. Within that 
partnership between partners and clients, 
SENER combines technology and its 
strong local presence and the client knowl-
edge, in a way that a foreign company that 
has technology but does not know how to 
approach the market in Argentina might 
not be able to do.
SENER’s Argentinian professionals have 
strongly participated in the gas market. 
Some have participated in the develop-
ment of patented processes that are used in 
Argentina, even if their processes and the 
technology that they use were developed 
in our headquarters in Spain. SENER in-
vests between 7% and 9% of its gross in-
come in innovation, providing a different 
view of projects and approaches to client 
problems. In Argentina, SENER has de-
veloped the combined cycles of San Mar-
tín, Belgrano I, Bicentenario, Ensenada de 
Barragan, Brigadier López, as owner en-
gineer of the regasification plant in Esco-
bar in the Buenos Aires Province, and lot 
of projects in upstream and downstream. 
The company has also done the complete 
Almirante Irizar ice breaker-refurbishment 
engineering after its massive fire, which 
has been designed with SENER’s software 
FORAN for marine design and construc-
tion. FORAN, with more than 50 years in 
continuous reinvention, is today one of the 
three world-leading software used for ship 
design and is considered the technological 
leader in its sector. 
Our last challenge is the conversion to 
combined cycle or the Cerro Dragon ther-
mal power plant for Pan American Energy 
LCC, in the south. We have been working 
for this project from the very beginning, 
developing the engineering process and 
the definition of the plant. Nowadays, we 
have the EPC LSTK contract for the con-
version.
 
SENER has to think about Latin Amer-
ica as a region. Can you give us a com-
parative perspective on Argentina? 
What are the opportunities and chal-
lenges particular to the country?
Opportunities and challenges related to 
shale gas are only in Argentina. SENER 
is now working with offers in Bolivia, 

Peru, Chile and Mexico. The company has 
strong activity in oil and gas in Mexico, 
and is also completing the construction 
of a gas liquefaction plant in Bolivia. The 
company expects that in the next few years 
Colombia will be reactivated. Colombia 
will continue to work on maintenance, not 
on increasing the number of new refineries 
or units. SENER also has investments in 
thermosolar plants. The company is pursu-
ing three plants in Chile, rather than Ar-
gentina, due to more favorable electrical 
regulations in Chile. 
The company also has patents on its pro-
cesses for gas and regasification plants 
and for the regeneration of used oils to 
recover base lubricants. However, due to 
regulation in Argentina on how to dispose 
the used oil, SENER does not have these 
plants in the country. In the meantime, the 
company is constructing a plant with this 
technology in Brazil, together with Petro-
bras Distribuidora.

Where do you want to take SENER in 
five years?

SENER will follow the market. If there are 
investments, the company expects to be 
an important supplier in engineering and 
construction. The investments will grow in 
the next three to four years, and we would 
like to be a key player in them by follow-
ing the clients, as they will have to erect 
new processing units and, possibly, make 
improvements in refineries. Of course, 
the current crude oil price is producing a 
strong reduction in our client´s investment 
plans, which might involve the stop of 
some projects for a couple of years. On the 
other hand, if importing gas is needed, it 
will mean more regasification units in the 
region. Finally, new cogeneration or ther-
mal power plants will continue to be re-
quired by clients from the engineering up 
to the construction and start up.
SENER’s participation in the market will 
be directed more to refineries than to ex-
ploration and production because the com-
pany has more expertise in processing 
units. Ultimately, if the market goes up, 
SENER will follow it and have an impor-
tant part of the share in construction. ▬
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General Director

CONTRERAS HERMANOS S.A. 

Óscar E. 
Le Calvet

Please privide a couple of examples to highlight the history of 
Contreras in the oil and gas industry?
Contreras been present in the oil and gas industry for nearly 70 
years and has been heavily involved in the development of the 
infrastructure in the areas of the San Jorge Basin at an early stage 
by developing facilities for the transportation of oil. Contreras 
also developed the internal road network connecting facilities. Oil 
and gas fields are often very isolated and it is vital to be able to 
reach everywhere within an area. The 1960s to the 1970s were an 
important time for Contreras. It was a time when Contreras was 
the main company involved in the develop-
ment of this kind of infrastructure. Another 
important period in the company’s history 
was when Contreras worked with YPF to 
develop major transportation lines like the 
Tras-Andean oil pipeline that linked fields 
in Neuquén to Chile. The company’s par-
ticipation in the Trans-Andean pipeline 
allowed Contreras to participate in other 
projects related to the construction of pipe-
lines in the region such as in Chile, Brazil, 
Uruguay and Bolivia.
In Contreras’s first couple of decades in 
business, the company generated revenue 
of about $20 to $30 million and employed 
about 300 to 500 people; the company now 
generates revenue of about $300 million 
and employs about 2,000 to 3,000 people.

How did the re-nationalization of YPF 
affect Contreras?
YPF has been an important client for Con-
treras for many years, even since its early 
days as a national oil company. From our point of view, the most 
important aspect of the re-nationalization of YPF was its renewed 
dedication to investing in local projects. Since the 1990s, as a pri-
vate company, YPF invested little in local projects. Coincidental-

ly, YPF’s re-nationalization coincided with the discovery of Vaca 
Muerta, which further motivated YPF to invest in Argentina. For 
Contreras, YPF’s re-nationalization symbolized the rebirth of a 
client.

How would you describe Contreras’s international strategy?
Though YPF’s re-nationalization increased local demand for proj-
ects, the event did not affect Contrera’s strategy defined by a di-
versification of projects in terms of kind and location. 
The percentage of Contreras’s revenue coming from interna-

tional projects varies every year. We had 
very good results in Brazil, even though 
our situation is now quite critical given the 
decline in demand from Petrobras, which 
was almost our only client. We are trying 
to grow a little more in Bolivia and make it 
a permanent source of work. At one point, 
foreign projects represented 50% of our 
turnover; today it is around 10% to 15%. 

How has the company grown in the last 
years?

In the last five years, Contreras has under-
taken more complex projects and more vol-
ume. Since 2008, Contreras’s main projects 
in Argentina have related to the expansion 
of the country’s gas transport capacity.  
The government and ENARSA aimed at 
increasing transport capacity of the pipes 
that come from all regions. For this proj-
ect, TGS and TGN have acted as techni-
cal sponsors, and the Nación Fideicomisos 

managed the funding. For several years we have participated in 
such projects as contractors for Construtora Norberto Odebrecht.
We have built about 800 kilometers of pipelines of 24 and 30 
inches in different sections over time. The expansion is composed 

of parallel sections from the trunk pipelines, and further increas-
ing the compression.
Also, we are currently working on the construction of pipelines 
in northeastern Argentina given the increasing need to import gas 
from Bolivia.

How would you describe infrastructure in Argentina and how 
can it be improved? 
There is an important gap in infrastructure which requires more 
investment and investment planning. There is a need for planning 
in communications, roads, railways, ports, power distribution, 
etc. However, such a scenario represents important opportunities, 
especially in Patagonia for companies like Contreras.
Contreras has significant experience in roadway construction and 
participated in the construction of National Route (RN) 40, which 
stretches the western border of Argentina and connects Río Gal-
legos in the north to La Quiaca in the south. Once financing for 
infrastructure projects becomes available, Contreras aims to par-
ticipate in the roadway-related projects that will surely take place 
in Argentina over the next few years. Some of the most impor-
tant routes for the oil and gas industry include RN3 and RN22. 
RN3 stretches alongside the Patagonian eastern coastline, linking 
Buenos Aires, Comodoro Rivadavia, and Tierra del Fuego. RN22 
links Neuquén and Bahía Blanca. Contreras aims to participate in 
the improvement of these routes. 
Jorge Sapag, governor of Neuquén, has also talked about how it 
would be more efficient to transport goods to and from ports via 
railways rather than via roadways. Contreras would also partici-
pate in the development of railway infrastructure. 

What would the successful development of unconventional 
resources mean for Contreras?
Developing Vaca Muerta and Argentina’s unconventional re-
sources will surely need further infrastructure projects. Contreras 
is poised to undertake these projects by relying on its proven ex-
pertise and by incorporating new technology that will make the 
company even more responsive to client needs. ▬

Contreras has significant experience 
in roadway construction and 

participated in the construction of 
National Route (RN) 40, which 
stretches the western border of 

Argentina and connects Río Gallegos 
in the north to La Quiaca in the south. 

Once financing for infrastructure 
projects becomes available, Contreras 

aims to participate in the roadway-
related projects that will surely take 
place in Argentina over the next few 

years. 

In Contreras’s first couple of decades in business, the 
company generated revenue of about $20 to $30 million 

and employed about 300 to 500 people; the company now 
generates revenue of about $300 million and employs about 

2,000 to 3,000 people.
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Four factors have impacted the lot of suppliers in Argentina: YPF’s 
re-nationalization, increasing unconventional activity, infrastruc-
ture, and import restrictions. Like OFS companies, suppliers, both 
foreign and local, have benefitted from the increase in local oil and 
gas projects since YPF’s re-nationalization and still have much to 
gain.  
YPF’s re-nationalization and investment in Vaca Muerta have in-
creased the demand for products and services, which often have 
to adapt to unconventional exploration and production processes. 
Monterotti and Cuevas of Sandvik talked about the impact of these 
two trends on their company’s business in Argentina: “Sandvik’s 
involvement in the oil and gas industry has increased significantly 
in recent years, especially after YPF was re-nationalized and led 
investment in unconventional areas. Sandvik Coromant benefitted 
from an increase in demand of not just more valves and compo-
nents, but for more complex valves and components as a result of 
increased unconventional activity.” 
Yet increasing unconventional activity affects companies in differ-
ent ways. Rolando Balsamello, general manager of Oiltanking, hy-
pothesized how his company would react if the crude oil produced 
in Neuquén from unconventional activities did not fit the needs 
of local refineries: “This oil could be exiting the system through 
Oiltanking´s terminals and the compensation for that should be en-
tering into our operation. If this happens, maritime operations will 
significantly increase.”
Nevertheless, increasing unconventional activities will prompt 
most suppliers to alter their products or production processes in 
some way. Monterotti and Cuevas of Sandvik elaborated on the 
need to cooperate with its clients to produce increasingly complex 
end-products: “Increased unconventional activity has also prompt-
ed Sandvik Coromant to work closely with clients to meet their 
increasingly complex needs. For example, unconventional activ-
ity has increased the complexity of fitting certain equipment. The 
company often works with clients through a process called inte-
grated engineering by which Sandvik develops the metal cutting 
tools that clients need to manufacture their own products according 
to specific requirements. For example, Sandvik works with Tenaris 
to develop the cutting tools they need to manufacture products with 
the kind of fitting that will prevent leaks.” 
Air Liquide Argentina & Uruguay is looking to its American team 
members who have had more experience with adapting to uncon-
ventional activity. “Though unconventional activities like fracking 

Suppliers

Satisfying unconventional desires

have only begun in Argentina in the last few years, Air Liquide has 
been providing related services in other countries for years. The 
team of Air Liquide in Argentina works together with the teams in 
Canada and the United States to discuss new opportunities and new 
ways of serving the needs of the company’s oil and gas clients,” 
explained Gonzalo Ramón, the company’s managing director
MS Representaciones is a distributor that has developed its own 
system to ensure that it makes deliveries on time. “Argentina is 
huge and the distances traveled are long. The strategy of MS Rep-
resentaciones is to combine transportation services of our own 
with other companies. MS Representaciones has over $10 million 
in inventory, which is why the company owns ten strategic ware-
houses across the country in order to be as near as possible of our 
clients. Argentina’s oil and gas industry is full of opportunities, 
but distribution companies must professionalize their operations 
by improving their logistics strategies and educating clients about 
their products,” detailed Marcelo Saldías, the distributor’s presi-
dent.  
Import restrictions have especially opened doors for local sup-
pliers. “Restrictions made it difficult to import certain kinds of 
valves, which is where Válvulas Worcester often came in. Válvulas 
Worcester manufactures valves that might otherwise be imported. 
For example, Schlumberger plans to locally manufacture some 
products that they cannot import. Sometimes the company works 
along with them to supply special valves,” explained Gil Prado, 
CEO of Válvulas Worcester de Argentina, Argentina’s main ball 
valve producer. 
Though import restrictions ultimately hurt the quality of products 
in an industry, as this report noted, YPF implemented SUSTENTA, 
a program aimed at improving the quality of local industry. Baker 
Hughes has a similar program with local suppliers and the idea is 
to participate in suppliers’ design processes. Puerino of Valvtronic 
described how SUSTENTA works for his company: “Valvtronic’s 
participation in the program starts by first making a proposal to 
YPF to supply a product. Then, Valvtronic representatives go to 
YPF’s operations to assess the needed product specification, and 
YPF representatives go to Valvtronic’s production plants to jointly 
design the product. Finally, YPF places an order if the production 
testing goes well.” 
SUSTENTA and similar programs are examples of how E&P and 
OFS companies must and have adapted to one of Argentina’s chal-
lenges. ▬

GW: Manager, Institutional Relations

UGA SEISMIC

GC: Manager, 
South America Business Development

PANAMERICAN GEOPHYSICAL

GC

UGA was founded in 1992 by a group of 
professionals with great expertise from 
YPF. Can you talk about YPF’s role in 
the company’s establishment and ex-
plain the company’s relationship with 
PanAmerican Geophysical?
GW: YPF had its own crews for seismic 
data acquisition in Argentina. When that 
company was privatized, it removed those 
divisions, and a group of their geophysi-
cists, engineers and technicians formed a 
company to provide these services, UGA. 
As the industry continued to grow and 
see more companies enter the market, the 
quality of its services and the commitment 
to solve the client’s needs allowed UGA to 
become a benchmark provider.
GC: After 20 years of service to national 
and international companies and position-
ing as one of the best options to support 
the development of the oil and gas indus-
try in Argentina, it became clear that ser-
vice companies that did not have a global 
perspective would not be able to compete 
with multinationals at the regional level. 
One of the best ways to develop higher-

Gabriel 
Winter & 
Gustavo 
Carstens

quality services while maintaining cost ef-
fectiveness was to create a critical mass by 
combining the assets, knowledge and cli-
entele of UGA into the structure of a more 
widespread player. The flexibility gained 
in joining forces with GeoStrata Resourc-
es Inc. from Canada gives us a worldwide 
perspective through PanAmerican Geo-
physical.

UGA and PanAmerican Geophysical 
provide seismic services to a number of 
industries. How important is the oil and 
gas sector to its revenues?
GW: The oil and gas sector provides most 
of UGA’s revenues. Mining companies as 
well as civil engineering contractors often 
request our services but have cheaper al-
ternatives that oil companies most often 
do not. UGA’s techniques are very special-
ized, which also puts them at a higher price 
point than many industries can afford.
GC: Mining uses near-surface geophys-
ics, while oil and gas companies use tech-
niques that are much more specific and 
advanced, requiring more capital and more 
people. Last year, PanAmerican Geophys-
ical signed an agreement with Microseis-
mic, Inc. from the United States, expand-
ing its portfolio to include anything that 
involves microseismic control.

How receptive is Argentina’s oil and gas 
industry to the countless new technolo-
gies being introduced?
GC: In theory, the oil and gas sector in 
Argentina is very open to new technolo-
gies. Any time we showcase new methods, 
companies are enthusiastic and want to 
know more, but when it comes to actually 
using it in practice, some of them are reluc-
tant. The mentality is often that new tech-
nology will be more efficient and therefore 
cheaper. While this is sometimes true, new 
technology can also often require more ex-
pertise and imported equipment, driving 
prices up. As new projects develop, recep-
tiveness to both new, and sometimes more 
expensive, technology is improving.

In which instances are 2D and 3D sur-
veying required, respectively, and which 
is most popular in Argentina?
GC: When very little is known about a po-
tential asset, 2D helps provide a general 
idea of what is going on beneath the sur-
face of a relatively unexplored area with-
out too big of an investment. 3D imaging 

is more helpful when there is a prospect 
identified and more details are needed. In 
the near term, 3D surveying will see a rise 
in demand as companies explore more ma-
ture areas like the Neuquén Basin. With 
unconventional activity rising in Neuquén, 
anisotropy is vital in understanding how 
rocks will fracture, which is data that can 
be determined from 3D surveying by using 
full azimuth designs.

What have the results from 2D and 3D 
surveying carried out thus far told you 
about reservoirs in Vaca Muerta?
GW: Seismic surveying of both types 
alone cannot provide much information on 
the quality of a reserve; rather, it can deter-
mine the size and thickness of it. The seis-
mic method is an indirect way of finding 
oil. Well designed surveys, however, can 
provide valuable information for petro-
physical analysis which helps determine 
the quality of the reservoir.
Data from reservoirs in Vaca Muerta show 
very low permeability and high porosity. 
Porosity is the capacity of a rock to store 
the hydrocarbon, while permeability is re-
quired to move hydrocarbons from where 
they are to the well. If the hydrocarbons 
are not connected, the oil will not flow. 
The reservoirs in Vaca Muerta, then, can 
hold hydrocarbons but the flow is restrict-
ed due to low permeability. The solution to 
this is hydraulic stimulation; this involves 
the fracturing of the rock to open up those 
pores by injecting sand, which has better 
permeability and porosity. When sand fills 
fractures, it helps to produce oil. 

How competitive is the seismic survey-
ing market in Argentina?
GC: There are more companies in the mar-
ket now than three years ago, when UGA 
held 95% of the market share. The fixed 
price of oil in Argentina is more attractive 
than in other regions, which keeps the in-
terest of the market. That said, restrictions 
on importing equipment, high labor costs, 
tax policies and barriers for repatriation of 
funds has made it somewhat difficult for a 
number of foreign companies to enter the 
market. ▬
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Executive Director

GRUPO ARGENTINO DE 
PROVEEDORES PETROLEROS 
(GAPP)

Leonardo J. 
Brkusic

Does GAPP have a lobbying capacity? 
GAPP, the Argentine Group of Suppliers 
for the Oil and Gas Industry, has a lobbying 
capacity. GAPP has built relations with dif-
ferent ministries, including the Ministries of 
Industry, Science and Technology, Foreign 
Affairs, and International Trade and Labor. 
GAPP mostly lobbies the Foreign and In-
dustry Ministries, the former for promotion 
abroad and the latter for everyday strategic 
and administrative initiatives. Additionally, 
GAPP organizes all of Argentina’s oil and 
gas shows. Finally, GAPP works with the 
Science and Tech Ministry to develop lo-
cal industry by improving the technology of 
productive processes. 

Why would oil and gas companies choose 
GAPP members as opposed to foreign 
suppliers?
Argentina has had an oil industry for more 
than 100 years and has developed a wide 
range of equipment and solutions for it. Our 
companies of course have advantages in the 
local market, but they are competitive in re-
gional markets as well, and some are doing 
business for some years now even in Mid-
dle East. On average, our companies have 
50 years of existence in the local market. 
Argentine companies have their products 
certified under the required international 
standards that complement and compete 
with American and European players in 
term of quality and reliability. Certainly Ar-
gentinean technologies for oil and gas pro-
duction are another alternative in the high-
end range of products and supplies.

What kind of financing strategies do 
GAPP’s small and medium-sized mem-
bers have and does GAPP help its mem-
bers find them? 

Some Argentine companies often hesitate 
before going to banks for financial support. 
Bank loans in Argentina are more expen-
sive than in other markets. After the 2001 
crisis, companies have been trying to fi-
nance themselves in many cases, which is 
not the healthiest situation in terms of capi-
tal expenditure and developing its potential. 
Besides that, the government does offer 
credit lines for several purposes under vari-
ous convenient conditions, which compa-
nies often taken advantage of with GAPP’s 
help. For example, some credit lines offer 
no interest and do not require payments un-
til the third year with an advance of 30%. 
GAPP helps its members gain access to 
government credit lines, and more gener-
ally helps young Argentine companies get 
off the ground. Lately we have been work-
ing along with the Comisión Nacional de 
Valores for companies getting financing 
directly from capital markets as a third op-
tion.

How has GAPP reacted to the arrival of 
East Asian companies to the Argentine 
market?
China’s capacity to produce quality prod-
ucts at competitive prices has increased so 
much that an important number of Chinese 
products are suitable for the oil and gas in-
dustry of any country. Argentine companies 
must think about how they will compete 
and/or cooperate with Chinese production. 
Low international oil prices pose challeng-
es for producers, but they also allow Argen-
tine suppliers time to increase their compet-
itiveness and production capacity. 
Chinese manufacturers understand that they 
will need local partners, and GAPP’s mem-
bers are ready to analyze being that partner.
GAPP is also concerned about Chinese and 

Korean companies undertaking engineer-
ing, procurement and construction (EPC) 
projects in the region, while at the same 
time supplying all the needed material with 
goods produced in their own countries. 
Some Korean companies consider local and 
regional suppliers and see that they may 
even be cheaper or have better delivery 
terms than Korean manufacturers. How-
ever, Chinese companies are set on supply-
ing all needed materials with Chinese-made 
goods.
The challenge is not to keep Chinese and 
Korean products out, but to protect the re-
gion’s own EPC capacity that indirectly 
supports regional manufacturers. 
In turn, GAPP and similar oil and gas as-
sociations and chambers throughout Latin 
America are participating as private sector 
representatives in the GPL 10, a group of 
10 Latin American state-controlled energy 
companies. The group’s members are: YPF, 
YPFB, Petrobras, Ancap, Enap, Petroama-
zonas, Petroperú, Ecopetrol, PDVSA, and 
PEMEX. Petrotrin and Cupet may also join. 
The GPL 10 acts a forum for sharing pro-
curement practices, projects, planning and 
markets. The group aims to increase and 
improve the manufacturing capacity of re-
gional suppliers and to promote the substi-
tution of imports when regionally produced 
products match the industry’s standards for 
quality and competitive pricing. 

Do you have a final message?
Argentina will become a major player in the 
global oil and gas industry, as the country 
develops its unconventional resources and 
invests in the revival of its conventional 
ones. With oil prices fixed by the govern-
ment at $77 or $63 per barrel according to 
the basin of origin, and over $7 per million 
British thermal units of gas, Argentina is an 
attractive choice for any oil and gas inves-
tor. 
Already big players like Gazprom, Winter-
shall, Exxon, Chevron, Shell, and Petro-
nas have arrived and yet only 5% of Vaca 
Muerta’s full potential has been exploited. 
GAPP welcomes foreign companies to set 
up shop in Argentina, as well as to partner 
with GAPP members or other local manu-
facturers. GAPP can help foreign investors 
enter into joint ventures or agreements with 
local companies. Moreover, GAPP can help 
foreign companies manage local regula-
tions and government subsidies and inte-
grate into the local market. ▬

FC: General Manager
MPC: Legal and Institutional Affairs Manager
REFINOR

FC

Fernando 
Caratti & 
Matías 
Paz Cossio

Please explain the reason behind Re-
finor’s formation in 1992 and how the 
company has evolved since that time? 
Refinor (Refinería del Norte S.A.) was 
established in December 1992 as part of 
the YPF privatization process. The presi-
dent at the time, Carlos Menem, privatized 
some of YPF’s assets, while the state re-
tained its ownership of certain divisions. 
The Campo Durán refinery and its gas pro-

est player in the region. Refinor has made 
several investments in recent years, such 
as in the reforming unit, in LPG storage 
and dispatch facilities, a new isopenthane 
unit, and in new compression facilities in 
order to improve our capacity to import 
Bolivian gas.

Argentina’s chemical industry saw a 
turning point in 2011, when it became 
a net importer of raw materials. Could 
you tell us more about Refinor’s role in 
this?
When Argentina’s gas production de-
creased at the start of the decade, this was 
felt even more dramatically in the Argen-
tine Northern basin. The possibility to 
increase gas imports from Bolivia was a 
good opportunity for Refinor, considering 
our strategic location and, since then, the 
company has started to process Bolivian 
gas to make up for the decrease in domes-
tic gas production. 

Where do you expect to see Refinor by 
the end of the decade? 
Because we are operating at one third of 
our production capacity, it is necessary to 
focus our activities towards higher-margin 
profit channels while being cost competi-
tive. Our strategy will be based on opening 
more service stations in the region’s urban 
centres, as well as in those areas where 
other companies do not have service sta-
tions. We also hope to work with the gov-
ernment on the possibility of increasing 
the Northern basin exploration activities to 
improve our access to raw materials. With 
the reactivation of the railways, we will 
also have access to feedstock from other 
regions. ▬

Our strategy will be based on 
opening more service stations in the 

region’s urban centres, as well as in 
those areas where other companies 

do not have service stations. 

“

”
cessing facilities, both located in the Ar-
gentinian Northwest basin, together with 
1300 kilometres (km) of pipelines up to 
Córdoba province, made up Refinor at that 
time. 
In 1994, the company was encouraged to 
join the retail market and created a net-
work of service stations. By 1999, Refinor 
had a 20% share of the North Western mar-
ket; today, the company is the second-larg-
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Can you talk about the history of Sand-
vik Coromant in Argentina? 
Argentina Sandvik Coromant is part of 
Sandvik Machining Solutions, within the 
larger industrial group Sandvik. Sandvik 
Argentina includes Sandvik Coromant and 
Sandvik Venture, both in the Machining 
Solutions division. The company started in 
Argentina 84 years ago by commercializing 
steel. About 70 years ago, Sandvik Coro-
mant began. Coromant tends to have the 
longest history in many countries that the 
company works in because of its involve-
ment in all areas of production. Coromant 
transformed basic products into final prod-
ucts through machining. Sandvik’s involve-
ment in obtaining basic products in the 
mining industry came through Coromant, 
making its history in most countries exten-
sive in industrial production. The compa-
ny’s annual sales exceed $100 million. To-
day, the distribution of the company is 65% 
in mining, 20% in Coromant, and the rest in 
other business areas.

What type of relationship does Sandvik 
have with the oil and gas industry?
Sandvik has always had a close relationship 
with the oil and gas industry, although not 
at its current level of participation. Current-
ly, 90% of Sandvik Coromant’s business 
lies in the oil and gas industry; years ago 
this was half. However, the country has al-
ways needed valve manufacturers because 
of oil in the south, although not as much as 
today. The recent reduction of the automo-
tive industry also adds to the growth of the 
oil and gas industry, shifting the company’s 
focus to the latter segment.
The company’s involvement in oil and gas 
increased a lot since 2010, for various rea-
sons. YPF’s nationalization generated ex-
pectations in drilling where wells had not 
been touched in a long time. Globally, com-
panies expect a lot from Argentina. Shale 
oil has been discovered at ten times the 
country’s potential in conventional oil. Of 
total world shale resources, 8% has been 
discovered in Argentina, with an expecta-
tion of more findings. With high percent-
ages, investments will easily increase, with 
the right macroeconomic conditions. 

To what do you attribute Sandvik’s in-
creased involvement in oil and gas?
The company’s increased involvement in 
oil and gas is tied to the industry’s history. 
Conventional wells are oil reservoirs be-
neath the surface, yet accessible. Vertically 
drilling a thousand or so meters results in 
finding oil and gas. Shale and unconven-
tionals, however, complicate the process, 
requiring other tools and structures to reach 
oil and gas. Shale is inside rock forma-
tions. Entering these zones requires creat-
ing cracks through fracking to collect oil 
and gas, extremely complicating the drill-
ing of wells.
The production of valves in shale and con-
ventionals was a boom for the company, not 
only because of their complexity, but be-
cause there are more wells. Shale and con-
ventionals increased the number of wells, 
benefiting Sandvik. 

Could you discuss the demand for new 
products and materials that you are see-
ing?
With the need for new materials, con-
ventional steels were changed into more 
complex steels, for coupling zones, pipes, 
cementation of wells. Pipes for internal con-
duction have a coupling system, because of 

the increased depth. Also, horizontal wells 
require specific threads, not the ones used 
in vertical wells that could be drilled rela-
tively close to the surface to obtain gas and 
oil. Premium threads guarantee that there 
will be no spills or disconnections. This is 
particularly important in shale, which runs 
the danger of contaminating aquifers. 
The demand for steels and coupling con-
tinue to grow. The challenge lies in accom-
panying the theoretical needs of clients in 
regard to making new couplings. The com-
pany often works with Tenaris, a client that 
works with integrated engineering to devel-
op the couplings they think ideal to avoid 
leaks, which then Sandvik tries to manufac-
ture. The company manufactures tools so 
Tenaris can manufacture the couplings to fit 
their needs, which is how Sandvik partici-
pates with its clients, from an engineering 
perspective. 
The increased amount of wells drilled in 
recent years requires that manufacturing of 
wellhead and solid block, which consoli-
dates valves above the well, is machined 
more quickly and cheaply, with better qual-
ity. Sandvik Coromant developed tools for 
this, reducing the time for solid block man-
ufacturing from nine to three hours in one 
case, for example. 
Offshore drilling changed the paradigm of 
the well, since the platform had to be placed 
just above the reservoir. The depth, the sur-
face, and the direction of the wells all com-
plicated working in these wells. The mate-
rials used in offshore drilling change, such 
as needing flexible pipes. Tenaris bought 
Sandvik’s production for five years of stain-
less steel with 28% carbon. The tubes that 
they used had to be changed every year due 
to corrosion, and this steel gives the tubes 
two years. 

How would you describe the competi-
tion?
In standard products, all the companies 
compete, but in the development of prod-
ucts, Sandvik Coromant has a notorious ad-
vantage. Coromant’s label has an intrinsic 
value and quality, but not just its products 
give the company an advantage. The com-
pany’s relationship with its clients gives it 
its advantage. Coromant has trained engi-
neers for years in all segments of oil and 
gas. The company’s clients align with Sand-
vik’s way of working, because the company 
has people who are qualified and ready to 
assist clients in their needs. ▬

SM

CC: Territory Manager (Mining)
SM: South and Central America Director

SANDVIK COROMANT

Camilo Cuevas 
& Sergio 
Monterotti

Equipo exclusivo de especialistas en 
Oil & Gas para cada etapa de su proceso

Calidad asegurada.
Para ayudarle a evitar costos ocultos y retrabajos, nuestro 
equipo está presente en todas las fases de su proceso.

Contáctenos:
Teléfono: +54 11 6777 6777
coromant.arg@sandvik.com

Sandvik Argentina S.A.
Rincón 3198 | B1754BIL
San Justo | Buenos Aires

www.sandvik.coromant.com

Mariano Martone
Especialista en: Packers 
y Tapones 
Copperhead

José Luis Castillo
Especialista en:

Caja Porta Orificio 
Colgadores 

Tapas de árboles
Bombas 
Pistones 

Jaula porta bolas
Solid block

Juan Fragnito
Especialista en:
Válvulas esfericas
Esclusa
Mariposa
Mandriles 

Ariel Arciello
Especialista en:

OCTG. Tubos
Cuplas

Accesorios
Conexiones  (API-  Premium)

Lucas Andurno
Especialista en:
Mandriles 
Barriles
Mandriles de Bolsillo
Mordazas para varillas

Julio Entreríos
Especialista en:

Cañones de punzado
Válvulas reguladoras de inyección de agua

Luciano Rizzo
Especialista en:
Bridas Adaptadoras
Carreteles
Cabezas de Pozo  

Damián Vior
Especialista en:

Varillas de Bombeo 
y cuplas (API  y PRM)

Tubos y cuplas (API y PRM)
Válvulas de alta presión
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President

S.A. LITO GONELLA 
E HIJO I.C.F.I.

Carlos 
Gonella

Can you talk about the development of S.A. Lito Gonella e Hijo 
I.C.F.I. (Gonella) over the years? 
Lito Gonella founded Gonella in 1957, when the company began 
as manufacturer of pressure vessels. The third generation of the 
family leads the company, which is now the leading manufacturer 
of pressure vessels in Argentina. With technology from the United 
States and Germany, Gonella complemented the pressure vessel 
production line with two additional lines—gas tanks and oil and 
gas equipment. 
Gonella began manufacturing gas tanks in 1968. From 1968 on-
wards, the number of gas plants in Argentina proliferated, which 
was a development that Gonella took advantage of and which led 
Gonella becoming the leading gas tank manufacturer in Argentina. 
In the 1990s, Gonella began manufacturing oil and gas equipment 
for applications in exploration, production, and refining.

How did YPF’s re-nationalization affect Gonella? 
After YPF’s re-nationalization, Gonella faced new competitors. 
Before the re-nationalization, Gonella, along with companies like 
Tecna, was one of few companies in Argentina that both designed 
and manufactured oil and gas equipment. As a qualified engineer-
ing and manufacturing company, Gonella supplied the main oil and 
gas companies in Argentina. After the re-nationalization, YPF be-
gan collaborating with manufacturers that lacked their technology 
and designs to create more jobs for such companies. YPF provided 
these manufacturers with product designs and they would manu-
facture the products. As a result, Gonella began competing from 
low-technology manufacturers. 
Though increased competition posed a challenge for Gonella, the 

company continued to supply companies like YPF. Gonella benefit-
ted from YPF’s increased demand for oil and gas equipment from 
all of its suppliers. 

How important is each of the three production lines to Gon-
ella’s yearly revenue? 
Gonella’s yearly revenue is about $60 million, almost half of which 
comes from pressure vessels, a quarter from gas tanks, and a quar-
ter from oil and gas equipment. The demand for each line of pro-
duction varies yearly. For example, pressure vessels have applica-
tions in the leather, refrigerator, oil, sugar, or cement industries; as 
a result, the demand for pressure vessels depends on the level of 
general industrial investment. The demand for oil and gas equip-
ment naturally varies according to international oil prices. 
How will demand for Gonella’s products vary in the short-term?
Low commodity prices and internal production costs elevated by 
an overvalued peso both place the Argentine economy in a chal-
lenging position. Yet the 2015 elections are causing companies to 
delay investments. Gonella believes that companies will begin real-
izing investments by June 2016. In 2016, the demand for pressure 
vessels will increase; in 2017, the demand for oil and gas equip-
ment will also increase. 

Who are Gonella’s competitors and what keeps the company 
competitive?
Gonella has three strengths: technology, financial capacity, and 
manufacturing capacity. Of these strengths, Gonella’s greatest one 
is its technology. The premium associated with having its own 
technology reduced Gonella’s orders from YPF; yet it did not af-

fect orders from companies such as Pluspetrol, Pan American En-
ergy, and Chevron. Nevertheless, competition prompted Gonella to 
internally restructure and become even more competitive without 
sacrificing the company’s technological advantage. 
Each production line—pressure vessels, gas tanks, and oil and gas 
equipment—has its own set of competitors. Yet the diversity of Go-
nella’s three production lines keeps the profitable. The advantage of 
Gonella’s three production lines is that when one is low in demand, 
the others often make up for it.

What are Gonella’s plans for the future?
In the medium term, Gonella aims to manufacture or assemble 
products close to end-users and to do so in the country with the 
most favorable conditions so as to escape a particular country’s 
economic downturns. The company is thinking about establish-
ing production facilities in countries like Bolivia and Colombia—
countries where Gonella’s three product lines are in high demand 
but that lack local manufacturers. 
Gonella also plans to leverage its know-how and financial resourc-
es to penetrate the automotive and renewable energy industries. 
In particular, Gonella’s fourth production line may become wind 
turbines and other products related to renewable energy. Gonella 
understands that the world will consume less oil and gas and more 
renewable energy. The company will first search equipment and 
technology that will meet the increased demand for renewable en-
ergy. Gonella will then go to countries with a high demand for re-
newable energy, positioning itself either with a warehouse or an 
assembly facility. Over the next ten years, Gonella will go green 
and go international. ▬
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General Manager

OILTANKING S.A. 

Can you please describe the history of 
Oiltanking in Argentina?
During the 1990s, Argentinian govern-
ment privatized some critical assets. YPF 
was privatized, along with the terminals 
in San Jorge´s Gulf and Neuquén’s pipe-
lines. Puerto Rosales was also privatized, 
and 70% of its shares were sold to a local 
company. 
Oiltanking had access to that 70% of 
shares, and the rest was managed by YPF. 
Operating this project was a big challenge, 
but Oiltanking started to grow based on 
taking advantage of certain opportunities.
The company was able to link the main 
system to the refinery in Campana. In 
2002, $55 million was invested and in 
2009 there was a major project with Petro-
bras allowing Oiltanking to link its opera-
tion in Puerto Rosales with Bahía Blanca 
Refinery, adding over 20 millions more to 
the logistics system.

Rolando 
Balsamello

How do the market trends affect busi-
ness for Oiltanking?
In Argentina, the consumption of hydro-
carbons exceeds production. This means 
that operations will remain stable. If 
economy grows, there will be importa-
tion of finished products, which do not use 
the system in which Oiltanking operates. 
However, market trends do not really af-
fect the company, as the same volume is 
always operated.
Oiltanking´s profitability depends directly 
on the Ministry of Energy because it regu-
lates tariffs. The company evaluates costs 
impacts, devaluation, inflation, mainte-
nance and future investments, with that 
information, authorities should update the 
tariffs every five years.
There is a mix between local currency 
costs and hard currency ones, which makes 
operating difficult. In the last period, Oilt-
anking had to be clever in order to keep 
its operation under control: Oiltanking is 
efficiently handling energy, making smart 
investments and looking for the best sup-
plier to deal with costs in Argentina.

What is the influence of low internation-
al oil prices on the company? 
The prices customers are paying do not af-

fect directly to the company. Oiltanking´s 
equation involves costs, taxes, inflation, 
investment and profitability. The service 
that the company offers is to treat crude 
oil, preserve it, and dispatch it either to 
pipelines or tankers that take it to refineries 
located upriver. Oiltanking receives crude 
oil stocks for payment. Thirty-five percent 
of activity is related to marine operations, 
35% to pumping, and the rest is related to 
the storage into the terminal.
Oiltanking is an international corporation. 
The plant in Argentina is ranked 6th or 7th 
globally. The corporation is looking for-
ward to increase business in other areas of 
the country in which may play a role giv-
ing its services to customers involved in 
import and export of hydrocarbons.

In terms of local production, what 
would be the most challenging scenario?
The most challenging scenario would be 
if the crude oil produced in Neuquén ba-
sin (via non-conventional) does not fit the 
needs of local refineries. This oil could be 
exiting the system through Oiltanking´s 
terminals and the compensation for that 
should be entering into our operation. If 
this happens, maritime operation will sig-
nificantly increase. ▬
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JG: Vice President
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THORSA S.A. 

Can you provide some historical back-
ground about Thorsa? 
With more than 30 years in the market, 
Thorsa has become one of the most impor-
tant valve makers in Argentina. The com-
pany is focused on the production of gate, 
globe and check valves with competitive 
delivery times and high quality, and exclu-
sively supplies the local market.

How did YPF’s re-nationalization affect 
Thorsa? 
YPF’s re-nationalization positively affect-
ed Thorsa’s business. YPF started an ag-
gressive investment plan in conventional 
areas and in Vaca Muerta unconventional 
oil fields, promoting the substitution of im-
port goods. Thorsa quickly supported the 
initiative with new developments and capi-
tal investments 

How important is the oil and gas indus-
try to Thorsa’s revenue? 
Thorsa has customers in all industry sec-
tors, but the main business area is oil and 
gas, which represented more than 80% of 

Pablo Rufino, 
Jorge Gargiulo 
& Pedro 
Sarricouet

the company’s revenue in 2014. Most of 
the gate, globe and check valves that were 
purchased in recent years by YPF came 
from Thorsa, which is the reason that the 
company has grown exponentially. Thorsa 
has invested in a 7,500-square-meter plant 
that is fully equipped with computer nu-
merical control (CNC) machines, large 
automated valve test benchess and lifting 
devices, and another facility that is 7,000 
square meters and is located in the Ezeiza 
industrial park is for future expansion. 

Which type of valve contributes most to 
Thorsa’s revenue? 
Thorsa manufactures standard valves and 
tailor-made valves. The company’s most 
in-demand valve is the gate valve, which 
mainly goes to oil and gas downstream and 
petrochemical customers. Thorsa will cus-
tomize the valve’s design and material de-
pending on the client’s needs as well as the 
valve’s final application. Every customer 
has a different set of requirements. Usual 
modifications relate to pressure, gaskets, 
rings, and opening and closing systems. 

To what extent is Thorsa working on in-
novating the design of its valves? 
Thorsa and its sister companies in our in-
dustrial group are constantly modifying 
current valves and designing new ones, 
partially motivated by the push from YPF 
and the national government to substitute 
imports. In the area of gate, globe, and 
check valves is the use of special coatings, 
surface technologies, and new materials. 
The innovation process focuses on the re-
search and design of globe-control valves, 
partial-sphere control valves, choke valves, 
actuators, and control systems like emer-
gency shutdown systems and safety instru-
mented systems.

How competitive is the valve market in 
Argentina? 
The valve market is certainly competi-
tive in Argentina, as there are several local 
manufacturers. Some of Thorsa’s competi-
tors both manufacture and import valves. 
Thorsa supplies the biggest share of YPF’s 
demand for gate, globe, and check valves, 
and is the most important player in the mar-
ket for these valves in Argentina.
By meeting YPF’s specifications and offer-
ing competitive prices with quality service, 
Thorsa has been able to dominate a signifi-
cant share of the valve market in Argentina. 

What kind of opportunities do import 
restrictions represent for local manufac-
turers? 
The restrictions activated dormant capabil-
ities of local manufacturers and triggered 
new investments. The challenge is develop 
the local industry to become competitive in 
international and restriction-free markets, 
by manufacturing cost reduction and de-
velopment of more added-value products 
through innovation. 
Import restrictions represent a great oppor-
tunity for the development of national in-
dustry. Local manufacturers can also take 
advantage of credit for the purchase of ma-
chinery with low interest rates. 

How does the company see itself in three 
years?
Thorsa will continue to grow by investing 
in machinery and new valve developments, 
increasing the manufacturing capabilities, 
making technical and commercial agree-
ments with foreign companies as licensee 
or distributor, adding related services, and 
automation. 
Thorsa is committed Argentina’s national 
industry and is looking to enter the interna-
tional market. ▬
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Managing Director

AIR LIQUIDE ARGENTINA & URUGUAY

Gonzalo 
Ramón

Can you provide some background about Air Liquide in Ar-
gentina? 
The company’s history dates back to the founding of La Oxígena 
in 1914, which was bought by Air Liquide in 1938. As a result, the 
company feels like and is a company with over a hundred years of 
experience in Argentina, making it the oldest industrial gas sup-
plier in Argentina. 
Today, Air Liquide is the main industrial gas supplier company in 
Argentina and the only one present throughout the entire country 
with ten air-gas plants, four CO2 plants, three hydrogen plants and 
branches in places like Jujuy and southern Argentina. The com-
pany supplies clients from the northernmost part of Argentina to 
Tierra del Fuego. Air Liquide’s presence throughout the country is 
one of the company’s greatest strengths. 
Air Liquide Argentina works in multiple industries, the most im-
portant of which include oil and gas, steel, automotive, food and 
healthcare. With 550 employees, Air Liquide Argentina is only 
second to Brazil at the regional level.  

Can you describe the development of Air Liquide’s services to 
the oil and gas industry?  
Air Liquide has doubled the volume of gases, mainly nitrogen, the 
company supplies to oil and gas clients every year for the last three 
and a half years. Moreover, Air Liquide has been present in Neu-
quén and throughout Patagonia through a branch for over 40 years. 
Air Liquide also has an air supply unit at the company’s plant in 
Plaza Huincul, near the heart of oil and gas activity in Argentina. 
The company’s clients in upstream and downstream include both 
operators and oilfield service companies like Shell, Axion, Total, 
Baker Hughes, CalFrac, Weatherford, Halliburton, Schlumberger, 
Superior Energy, YPF, among others.
Though Air Liquide may not be an oil and gas company, the de-
velopment of Argentina’s hydrocarbon industry represents many 
opportunities for the company and the percentage of revenue from 
the oil and gas industry has been growing in recent years. Air 
Liquide has a business unit dedicated to the oil and gas industry, 
which will continue to be one of the company’s main growth driv-
ers in coming years. 

What are some of the applications of nitrogen in the oil and 
gas industry? 
Coiled tubing and fracking both require nitrogen but in different 
amounts and different time periods. For example, coiled tubing 
requires 10 tons of nitrogen or about one truck that will last about 
a day and a half. Fracking, on the other hand, requires almost 80 
tons of nitrogen or up to five trucks in just a few hours. 

Given the coordination required to deliver tons and trucks of ni-
trogen, Air Liquide is more than a mere supplier; it is a service 
company. Air Liquide has invested not just in product develop-
ment, but also in mastering the logistics associated with making 
critical deliveries.
Though unconventional activities like fracking have only begun 
in Argentina in the last few years, Air Liquide has been providing 
related services in other countries for years. The team of Air Liq-
uide in Argentina works together with the teams in Canada and the 
United States to discuss new opportunities and new ways of serv-
ing the needs of the company’s oil and gas clients. 

What kind of investments does Air Liquide plan to make? 
In recent years, Air Liquide has grown, even despite the crisis in 
2009 when the company invested in a large hydrogen plant with 

Given the coordination required to deliver tons and trucks 
of nitrogen, Air Liquide is more than a mere supplier; it 
is a service company. Air Liquide has invested not just in 
product development, but also in mastering the logistics 

associated with making critical deliveries.

The company supplies clients from the 
northernmost part of Argentina to 

Tierra del Fuego. Air Liquide’s presence 
throughout the country is one of the 

company’s greatest strengths. 

“

“

”

”

Exxon, a client at the time. Now Air Liquide is planning to open 
the company’s sixth plant in Siderar’s site.
Air Liquide will invest almost $85 million to increase the com-
pany’s production capacity to replace imports like those of argon 
with locally produced gases. The company prioritizes local prod-
ucts when substituting is possible, but the main issue is the avail-
ability of enough products in the country to support its needs. This 
investment will support the growth that the company has had in 
the last years. 
The company also has mining projects in northern Argentina and 
has been growing and investing in the electronic market in Tierra 
del Fuego. Given the complexity of coordinating logistics for Air 
Liquide’s oil and gas clients, the company approved in July 2015 
an additional investment of $7 million to double the oil and gas 
fleet and buffer capacity in the zone. ▬
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President

TAVAL S.A.

Julio 
Girón

Please begin by telling us about Taval and 
its history and background in Argentina.
Taval began in 1997, coming out of a com-
pany of my last name, Girón. There have 
been many changes since then, including 
incorporating technology, expanding more 
than twice the covered surface, and chang-
ing machinery, as well as professional and 
technical staff. Its predecessor, Taval LSR, 
totaled six people at the plant and seven in 
the office. None of the employees stayed 
because that business broke, from which 
came a business of the same name, but as 
an S.A., which was what began in 1997. 
Since then, the company has undergone an 
aggressive expansion. As the referent for 
valves in the industry, Taval indicates price 
and commercial conditions. Since 2002, the 
company made incursions in Asia, particu-
larly in China, to the point of having a stra-
tegic partner there, from where Taval works 
for Argentina and for the world.
The company fabricates gate, globe, and 
check valves, an important sector of the 
market, as well as spherical valves, both of 
which have equal importance for the com-
pany. Spherical-valve production is small; 
probably the smallest of all national compa-
nies in the country, while the company fo-
cuses on gate, globe, and check production. 
However, Taval now emphasizes the need 
to grow in the spherical-valve sector, which 
includes investments to produce more and 
buying more technology for its production. 

Could you tell us more about how Taval 
partners with Chinese manufacturers?
Work with Taval’s partner in China began 
through a search for cheaper raw material, 
which led it to meet various manufacturers 
and producers in the country until choosing 
those with whom it wanted to work. Inte-
grated with the Chinese partner, Taval uses 
its engineering and industrial work systems, 
and it manufactures pieces for the company, 
as well as raw material. This allows Taval to 

grow exponentially compared to competi-
tors that do not have centers in China.
Asia linked Taval with various businesses, 
specifically valve manufacturers in China, 
that produce using the same engineering 
and models as Taval’s products, and that 
provide raw material. The company is cur-
rently preparing a presentation before the 
Ministry to present the Chinese partner 
company. These presentations cover topics 
including the types of valves produced.

Taval recent began aggressively expand-
ing internationally. How has this expan-
sion gone so far?
Taval began expanding internationally one 
year and six months ago. The company 
works with a virtual office in the four coun-
tries that it works with, delivering from 
Argentina directly or from subsidiaries in 
Hong Kong, Asia, and Latin America. Vir-
tual offices allow Taval to enter the markets 
of other countries in two ways. A company 
acts as a distributing company from which 
any client calls and buys. It can also be not-
ed down, registered, and authorized in state 
entities in each country, which Taval aims 
to do and finds itself in the process of doing. 
This way, it participates in important bids, 
continues in global competition, working in 
countries that do not manufacture anything, 
buying all they need. This second way al-
lows Taval to be a supplier internationally 
in counties such as the United States, Chi-
na, and European countries. Taval’s inter-
national business is still not significant in 
revenues, although the company has par-
ticipated in big bids in Latin America, such 
as Uruguay and Paraguay, with important 
successes.
The company expects to reach the point 
where 40% of its business is internation-
al. However, Argentina’s recent produc-
tion demand absorbed the company. For 
many years, the country did not invest in 
oil, and now have invested excessively the 

see the company’s possible directions. Ta-
val never has a set route, it is unique, chang-
ing as the market and its opportunities dic-
tate.

What types of investments has Taval 
made in equipment and technology?
Taval bought its first three SVCs by 1997, 
bought four more around 2001, and six 
more a year and a half ago. The company’s 
largest pieces of equipment come from trips 
to Taiwan’s TIMTOS Fair, international 
equipment fair.
Every year the company grows; four months 
ago equipment filled the plant to the point 
of being unable to walk. The plant was re-
conditioned, the equipment compressed, so 
now it looks like a factory. That amount of 
equipment formed part of the company’s 
euphoria for growth.
BOBCAM, a program the company bought, 
allows the company to design and imple-
ment mechanization of equipment. Work-
ing in 3D optimizes design and permits 
the viewing of a piece from all its angles, 
to check its connectivity and proper design. 
Financing investments and growth has 

changed from the start of the company. For 
a long time, my last name, well known in 
the market, and my personal patrimony and 
my partner’s, were guarantees for banks to 
give us credit. For 10 to 12 years, we lived 
with our credit maxed. With time, and the 
company’s explosive growth, it consoli-
dated. Now, Taval owns everything it has, 
nothing is pawned nor bought on credit—
the company now buys everything with its 
own money. Bank credit is used only for 
convenience, since the company gets sub-
sidized credit, but this is a choice, not out 
of necessity, since Taval is now financially 
very well positioned.

What is Taval’s position in the market?
For the past three to four years, Taval has 
been number one in the industry, with a 
60% market share. Reaching this position 
came from quality, price, and aggressive 
sales. A company decides to direct its sales 
either to retail or wholesale; Taval focuses 
on the latter, on big projects. The compa-
ny believes in acquiring better commercial 
equipment on the market, inserting itself in 
every potential selling niche, and maintain-

past three years. Taval and other companies 
have had a huge work load for the last two 
to three years, delaying Taval’s expansion 
project in favor of local production. Now, 
with a more consolidated company, it ac-
quired a new plant to double its current pro-
duction capacity; Taval is clearly growing.

What sorts of challenges do you face op-
erating in Argentina?
Argentina presents challenges, with little 
integration, not being able to take out divi-
dends, and restrictions on repatriating reve-
nues. Import restrictions can also be a chal-
lenge. Foreseeing import restrictions, Taval 
prepared its plant with all the necessities 
to not suffer if import restrictions tighten. 
If the government prohibits imports, the 
company is ready. Taval does not import di-
rectly, at least  for certain materials at the 
volumes it needs. Rather, it purchases ma-
terial from companies that do import. There 
are materials in the valves that are import-
ed, but the company has foreseen that. The 
change would go from manufacturing and 
buying outside of the country, to buying 
raw material in Argentina and Taval manu-
facturing its products. 

Does Taval participate in Sustenta?
Taval does not participate in Sustenta, but 
is an important supplier to YPF, not just in 
valves, but also other products, such as oil 
heaters. The expansion from valves began 
around 1998. Taval has been so focused on 
production and growth, growing from bill-
ing 5,000 pesos per month in 1997 to where 
it is now, through investments of knowl-
edge production that it did not have time to 
look for other options to participate in sup-
port programs like Sustenta. 
This is not to say that the company does 
not need programs—support programs are 
always necessary. It simply lacked time 
during its growth. The company works in 
a unique dynamic with market experts, who 

ing the best quality and price—that is un-
beatable. 
Becoming a company with 8,000 employ-
ees put Taval in sight of all, and helped 
build good relations.
With Vaca Muerta, high pressure and ho-
logram API products are important to con-
sider, as the only product that works there. 
Four companies in Argentina work with 
this product—one national, two interna-
tional, and one local—Taval wants to join 
this work. 

What is the key to success in Argentina?
If a country or an industry fails to grow, 
companies cannot sell or grow. For many 
years, Argentina slept, but when it national-
ized YPF and went out to sell, all compa-
nies exceeded their production capacities, 
with months of delays following. That was 
a great time for business, when businesses 
invested in equipment, raw material, human 
resources, professionalization, and state-of-
the-art technology. Yet no magic recipe for 
success exists; simply, the country helped 
and companies did all they could, investing 
in the country. ▬
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Partner and General Director

VALVTRONIC S.A.

Pablo 
Puerino that Valvtronic manufactures. Companies 

like Valvtronic, however, have the opportu-
nity to not only supply the local market but 
also provide related services. 

How is Valvtronic affected by the import 
restrictions placed on the industry?
Import restrictions benefit a set of Argen-
tine manufacturers but hurt the industry. 
Valvtronic has benefitted from import re-
strictions. Yet the company believes that 
if Argentina is to become a global oil gas 
player, the government will have to relax 
and eventually do away with import restric-
tions. If not, the damage to the supply chain 
caused by a shortage of certain vital tech-
nologies will hold back the development of 
Argentina’s oil and gas industry. 

Valvtronic has participated in YPF’s 
Sustenta program before. How has the 

program benefited the company and how 
does the program work?
Valvtronic has a close relationship with 
its clients and has participated in YPF’s 
Sustenta program. These programs have 
certainly helped Argentina’s industry meet 
the increasingly complex needs of uncon-
ventional exploration and production. Sus-
tenta created a channel of communication 
between YPF and its suppliers that did not 
exist before its re-nationalization. Valvtron-
ic’s participation in the program starts by 
first making a proposal to YPF to supply a 
product. Then, Valvtronic representatives 
go to YPF’s operations to assess the needed 
product specification, and YPF representa-
tives go to Valvtronic’s production plants 
to jointly design the product. Finally, YPF 
places an order if the production testing 
goes well. ▬

Could you start by introducing Valvtron-
ic, the background of the company and its 
role in the Argentine oil and gas industry?
By around 2007, Valvtronic became a local 
leader in the manufacturing and automation 
of butterfly valves, a product for which the 
company currently holds about 60% of the 
market in Argentina. 
The current conditions of Argentina’s met-
allurgical industry do not make it apt for 
export, especially for the kinds of products 

General Manager

DURALITTE 
GROUP

Gustavo 
Rossi

Can you talk about Duralitte’s history? 
Duralitte was founded in 2004 to focus on the oil and gas indus-
try, particularly to supply threading tubes. It obtained API certifica-
tions and becoming an approved YPF supplier were two important 
milestones in Duralitte’s history. Duralitte obtained its API 5CT 
certification in 2007 and API 11B certification in 2011. Of the two 
certifications, obtaining API 5CT was the most important one since 
it made Duralitte the only Argentine company apart from Tenaris 
to hold this certification in Argentina. API certification benefitted 
Duralitte, especially since oil and gas companies in Argentina have 
been looking for smaller, API-certified companies. 
API certification also changed the kinds of products Duralitte man-
ufactures and the companies with which it competes. It transitioned 
from manufacturing simple nipple accessories to products requir-
ing high-end crossovers, pup joint and coupling engineering that 
put the company in competition with the best in worldwide.
In 2008, Duralitte became an YPF-approved supplier after passing 
various tests related to the company’s financial health and manu-
facturing processes. Two of Duralitte’s first clients were Pan Amer-
ican Energy and Petrobras, but becoming a supplier for YPF was 
an important moment. Duralitte is an especially important supplier 
at YPF’s refining facility in La Plata and the most important sup-
plier in the oilfields located in Chubut, Santa Cruz, Neuquén, and 
Mendoza

What has driven Duralitte’s growth? 
In 2004 the company had four employees and revenue of $500 
thousand; now the company Group has 180 employees and rev-
enue of about $25 million. Duralitte achieved this growth through 
diversification, and by providing a level of customer service that 
oil and gas clients had not been used to. Oil and gas clients had 
been used to reaching out to suppliers; Duralitte reaches out to cli-
ents. Duralitte diversified its product offering in response to import 
restrictions. Duralitte focuses on manufacturing products that are 
necessary for the manufacturing processes of other suppliers but 
that cannot be imported to Argentina.

What has been Duralitte’s strategy to reach markets beyond 
Argentina?
Duralitte’s first objective was to develop solid profits based on 
sales to the Argentine market and to supply it with valuable prod-
ucts. The first market outside of Argentina that Duralitte penetrated 

was Mexico in 2005. Penetrating the Brazilian market and estab-
lishing a manufacturing plant there in 2011 was also an important 
moment for the company. Though manufacturers in South America 
prefer to export in foreign markets without manufacturing there, 
Duralitte aims to manufacture close to the client. The decision to 
establish operational bases in Mexico and Brazil reflects Duralitte’s 
goal of being a Latin American supplier that serves clients in Co-
lombia, Peru, Bolivia and Chile.

How important is the oil and gas industry to Duralitte? 
Duralitte’s core business is now in oil and gas, but the company 
also supplies the mining and metallurgical industries. In 2004, 
about 20% of the companies revenue came from the oil and gas 
industry and 80% from the automotive industry. Yet the company 
decided to shift its focus to the oil and gas industry, and to adapt its 
metallurgical know-how to do so. In 2014, about 10% of Duralitte’s 
revenue came from the mining industry, about 15% from the metal-
lurgical industry, and more than 75% from the oil and gas industry.

How has Duralitte developed its product offering? 
Duralitte’s core businesses are manifolds and tread accessories. 
Each manifold or accessory varies by the production line. Du-
ralitte’s product lines—fluid conduits, connections, valves, protec-
tion, and special products—each came about in response to client 
needs. Duralitte invests in developing a new, tailor-made product 
when clients observe a product flaw or require a particular speci-
fication. Depending on the product line, Duralitte competes with a 
wide array of companies. ▬

130 131

Global Business Reports INTERVIEW

Industry Explorations Industry Explorations

Global Business Reports

ARGENTINA OIL & GAS 2016 ARGENTINA OIL & GAS 2016Global Business Reports Global Business Reports

INTERVIEW



PRODUCTIVITY 
AND LABOR

G
B

R
 •

 In
du

st
ry

 E
xp

lo
ra

tio
ns

 •
 A

R
G

EN
TI

N
A

 O
IL

 &
 G

A
S 

20
16

Im
ag

e:
 T

ra
ns

ep
ar

at
io

n 
S

.A
.

“Industry leaders must accept the risks associated with 
litigation to reap the potential rewards. Argentina’s reputation 
as an unpredictable regulator and as a country with expensive 
labor costs deters investors. Yet the Argentine judicial system 

has the power to attract investors by changing the country’s 
reputation. It is up to industry leaders to use it.” 

- Ignacio Ferreira de las Casas, 
Partner, 

Estudio Jurídico Ferreira de las Casas



Unions – Oil can set them ablaze

Argentine oil executives put down their 
mate when they talk about unions. Though 
improving logistics may be one of the 
most important technical challenges, few 
other issues incite as much emotion among 
company heads as those related to labor 
and productivity. 
Today, there are more than 3,000 unions 
in Argentina, 30 of which pertain to the 
oil and gas industry, according to 
Leandro Lanfranco, a professor of 
human resources and labor rela-
tions at the Universidad Católica 
Argentina and an employees 
and labor relations manager of 
an oil and gas service company, who set 
the historical context of unions in Argen-
tina: “For years, the national government 
has strongly supported unions. Since the 
first years of President Néstor Kirchner’s 
presidency, he created a strong partner-
ship with unions. The structure of unions 
has changed in the last decade. A decade 
ago, there was one powerful union leader, 
which made labor negotiations easier. As 
employees and delegates became more 
involved in union affairs, they began to 
understand that they could make a career 
out of their participation in union politics. 
The ambition and political aspirations of 
union officials motivated them to secede 
from federations, which caused the prolif-
eration of unions and union leaders. Now, 

Productivity 
and Labor

through increases in productivity would 
increase mutual benefits and establish a 
professional and sustainable relationship 
between E&P and OFS companies.” 
Etcheverry of DLS Archer echoed a 
similar sentiment about the relationship 
between OFS and E&P companies: “Al-
though cost reduction is important, DLS 
Archer will never compromise on safety 
or performance. Currently DLS Archer is 
working with Pan American Energy in the 
south doing all of the drilling for their rigs 
under a contract. This allows them to focus 
on leading projects while DLS Archer pro-
vides all drilling services, creating a closer 
connection and more consistent collabora-
tion on developing the highest standards of 
technology. Working together in this man-
ner is the most efficient and productive for 
all parties involved, and helps to reduce 
cost while increasing efficiency.”
Moreover, cost-saving technology can 
only be useful if the industry allows for 
its implementation. Thankfully, YPF, as 
the industry leader, has been highly recep-
tive to the implementation of new technol-
ogy, as Kuracz of Calfrac illustrates with 
a comparison to Mexico and Pemex: “The 
relationship between OFS companies and 
a fully state-owned, national oil company 
(NOC) like Pemex tends to be more rigid, 
and the NOC might resist change related 
to, for example, the implementation of 
cost-reducing innovations. Calfrac has 
seen that in Argentina, the relationship 
between OFS and YPF and other E&P 
companies has been flexible enough to op-
timize costs and change plans when neces-
sary.”
Argentina’s oil and gas industry must find 
a way to raise productivity in a way that 
benefits all of the parties involved, which 
includes national and provincial govern-
ments, E&P companies, OFS companies, 
workers and unions. Doing so will require 
all parties involved to debate the issues at 
hand. On August 20, 2015, the meeting be-
tween Governor Martín Buzzi of Chubut 
and the Cámara de Empresas de Opera-
tions Petroleras Especiales (CEOPE), the 
body that represents OFS companies in 
Argentina, contributed to that debate. 
Continuing the debate on productivity in 
Argentina is especially important at a time 
when international oil prices may remain 
low for the medium and short-term, and 
when Argentina’s elevated oil price may 
disappear on a political whim. ▬

for example, the oil and gas industry has 
to negotiate with more than 30 leaders. 
Each union has their own expectations and 
comes from different provinces, which 
also influences reaching agreements. 
Small companies, preferring to avoid con-
flict, have often given into union demands 
that have included increases in pay or per-
sonnel. Through incremental rises in pay 

and personnel, unions have be-
come bigger and more powerful 
in the last 10 to 12 years. Outsid-
ers might perceive that Argentine 
companies pay higher salaries and 
employ more people than is need-

ed. However, productivity agreements and 
increased employer-employee engage-
ment is changing the labor landscape in 
Argentina. 
“The support of unions by the national 
government is also changing. Government 
support for unions varies by province and 
by governor. The new President promises 
change, saying that government will pro-
vide more institutional support 
for companies. New union lead-
ers also understand the game. 
This change and support from the 
national government has allowed 
companies to begin working on reducing 
the number of employees by helping em-
ployees wishing to retire to do so and by 
terminating low performance workers. In 

business community to take cases before 
them. Businessmen in Argentina must be-
come more litigious.”
Though foreign oil and gas investors might 
wonder what further legal reforms might 
benefit the industry in Argentina, further 
reforms are neither likely nor necessary. 
As Ferreira de las Casas put it: “The as-
written body of law governing labor re-
lations in Argentina does not need any 
changes because it is capable of protecting 
the rights of companies and of reining in 
the influence of unions. What must change 
is the disposition of industry leaders. In-
dustry leaders must lawyer up. They must 
accept the risks associated with litigation 
to reap the potential rewards. Argentina’s 
reputation as an unpredictable regulator 
and as a country with expensive labor costs 
deters investors. Yet the Argentine judicial 
system has the power to attract investors 
by changing the country’s reputation. It is 
up to industry leaders to use it.”
 

Companies – Counting the costs

“Specifically in the case of Vaca Muerta, 
one of the main drivers to achieve prof-
itability in this new emerging play is re-
lated to costs. When comparing D&C cost 
in the US with Argentina we realize that 
there is still a long way to go. Material-
izing the massive potential of Vaca Muerta 
will require an effort from all stakeholders 
(service companies, government, unions, 
operators, etc.) to reduce dramatically the 
current costs structure and to gain efficien-
cies,” declared Albrecht of Wintershall
Cooperation among E&P and OFS compa-
nies during a time of low international oil 
prices is especially important. So argues 
Sánchez Zinny of Bolland: “This kind of 
cooperation is particularly important at a 
time when E&P companies are seeking to 
reduce costs due to low international oil 
prices. To that effect, E&P and oilfield ser-
vice companies must also work together to 
reduce costs in a way that generates a win-
win approach to both. Some oil companies 
pressure service companies to reduce pric-
es without engaging in a discussion about 
productivity. When oil companies ask 
service companies to reduce their prices 
without an accompanying increase in pro-
ductivity, they are in effect asking service 
companies to reduce their profits or their 
service level. Pursuing cost reductions 

of the administrative authority to begin a 
15-day conciliation period before taking 
any direct action like a strike. However, 
provincial tribunals rarely enforce the 
compulsory period of conciliation or pe-
nalize unions for failing to observe it.” 
When involved in legal disputes, most oil 
and gas companies play the role of defen-
dant, as Total did in one of the landmark 
cases of Ferreira de las Casas’s firm. His 
firm represented Total Austral in a 1999 
labor dispute that arrived before Argen-
tina’s Supreme Court. Ferreira de las Ca-
sas recounted the case: “Total had con-
tracted an oilfield service (OFS) company 
to transport water and pipes to wells in 
one of its operations in Santa Cruz Prov-
ince. The OFS company went bankrupt 
and left behind a number of newly unem-
ployed workers who sued both Total and 
the OFS company. The Superior Court of 
Justice (Tribunal Superior de Justicia) of 
Santa Cruz Province ruled in favor of the 
workers and Total was sentenced to take 
responsibility for the actions of the OFS 
company. The firm appealed the case to 
the Supreme Court (Corte Suprema de Jus-
ticia de la Nación), which overturned the 
decision of the provincial court and ruled 
in favor of Total. As a result, the Supreme 
Court established non-solidarity between 
E&P and OFS companies whereby E&P 
companies cannot be held responsible for 
actions of the OFS companies that they 
contract. The Supreme Court’s decision 
represented the first jurisprudence related 
to the non-solidarity between E&P and 
OFS companies.” 
Though Ferreira de las Casas has success-
fully defended his oil and gas clients, he 
has encouraged them to be more aggres-
sive in their relationships with unions: 
“The firm always advises companies to 
defend their rights with conviction and to 
assume not only the role of defendant but 
also plaintiff. The Argentine legal system 
can yield favorable results for oil and gas 
clients, but litigants must activate it. Ar-
gentine businessmen often avoid taking 
unions to court. To prevent labor strikes, 
they prefer to come to extra-judicial agree-
ments with unions. Yet our firm is known 
for being firm with unions. The only way 
of definitively ending disputes with unions 
is to appeal to the law. It is a business deci-
sion and has to be taken with strong con-
viction. Judges have the power to rein in 
the influence of unions, but it is up to the 

the first half of 2015, service companies 
and operators have been able to fire some 
personnel. Previously, it seemed impos-
sible to fire someone in Argentina—it is 
tough, but not impossible, and companies 
are trying to increase their effectiveness.” 
According to Ignacio Ferreira de las Ca-
sas, a partner at Estudio Jurídico Ferreira 
de las Casas, some of the most important 
union leaders in Argentina include the 
Jorge Ávila, the secretary-general of the 
Sindicato del Petróleo y Gas Privado of 
Chubut Province; Claudio Vidal, the sec-
retary-general of the Sindicato Petrolero y 
Gas Privado of Santa Cruz Province; and 
José Llugdar, the secretary-general of the 
Sindicato del Personal Jerárquico y Pro-
fesional del Petróleo y Gas Privado de la 
Patagonia Austral. 
Ferreira de las Casas summarized the Ar-
gentine legal system as it pertains to labor 
relations: “The Argentine judicial system 
categorizes cases into the following sub-
ject matters: civil, commercial, adminis-

trative, and labor courts. However, 
the Argentine judiciary does not 
have specialized courts that han-
dle matters exclusively related to 
oil and gas. National Law 14786 

regulates all union affairs. One important 
portion of the national law states that if 
two parties cannot solve a dispute, one or 
both of the parties must seek the mediation 

A decade ago, there was one powerful union 
leader, which made labor negotiations easier. 

As employees and delegates became more 
involved in union affairs, they began to 

understand that they could make a career out 
of their participation in union politics. The 
ambition and political aspirations of union 

officials motivated them to secede from 
federations, which caused the proliferation of 

unions and 
union leaders. 

-Leandro Lanfranco, 
Professor of Human Resources 

and Labor Relations, 
Universidad Católica Argentina 

“

”

unions in Argentina

unions in the Oil 
and Gas Industry

more than

3,000

30
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SOCIETY OF PETROLEUM 
ENGINEERS (SPE)

In addition to your role at the Society 
of Petroleum Engineers (SPE), you have 
had a notable career in the oil and gas 
industry. Could you please tell us more?
My career in the oil and gas sector began 
when I finished school in 1961. I started 
working in industrial companies that pro-
vided equipment and services to the sector, 
and eventually made the move to working 

Alejandro 
Luppi

more on exploration and production proj-
ects. I started with Pan American on their 
first venture outside of the US in Argen-
tina, and spent some time in Brazil and the 
United States before moving back to Ar-
gentina and joining Astra, the oldest, local 
production company. From there I moved 
to YPF, and came out of retirement to work 
at Chevron some years ago. I am a lifetime 
member of SPE, but was invited to join the 
board and elected president in 2006.

SPE has been in Argentina for over 25 
years; can you talk about how it has 
evolved since its founding here?
SPE began as a club for engineers to share 
information and network and eventu-
ally grew to include other programs that 
SPE incorporates worldwide. SPE is now 
a fully independent, economically self-
sufficient chapter. In addition to holding 
conferences, we administer a scholarship 
program of our own and one that is funded 
by Pan American. 

Investors see Argentina as a risky, yet 
potentially highly profitable investment, 
particularly in the Vaca Muerta basin. 
As a petroleum engineer, what do you 
have to say about the potential of shale 
plays in Argentina given the success of 
shale plays elsewhere?
The development of Vaca Muerta and the 
Argentinean market in general comes with 
a learning curve. All oilfields with similar 
reserves to Vaca Muerta are not the same; 
each region has its own characteristics 
and though we can borrow information 
and technology from different parts of the 
world, we have to learn how to manipu-
late the variables that are specific to this 
area. SPE held a congress last year to dis-
cuss unconventional production and we 
were able to obtain a degree of openness 
amongst companies. Though companies 
are generally secretive with their opera-
tions and development, it behooves them 
to share their findings—increased compe-
tition means a more active industry, and 
this is best fostered by working together to 
make this happen. 

With only three engineers for every ten 
lawyers in Argentina, how is education 
for engineers here, and how does it com-
pare to the rest of the region?
Argentina is probably average in terms 
of educating its potential petroleum engi-

neers. When I went to Brazil in 1975, I got 
a lifetime visa in no time because I was a 
petroleum engineer, and the demand was 
high. This is the kind of demand Argentina 
has today, but to put it in perspective, get-
ting the same visa in Brazil today would be 
extremely difficult. We are working on ed-
ucating around 100 to 120 students every 
year through our school systems, which 
are expanding to meet this demand. There 
are two schools in Buenos Aires, and Uni-
versity of Buenos Aires will be offering 
undergraduate engineering courses soon, 
so hopefully Argentina can better its status 
as an educational center of excellence.

Nonconventional plays have gotten a 
great deal of attention recently; from 
your understanding of Argentina’s geol-
ogy, what else is there for us to be focus-
ing on?
The biggest challenge that Argentina faces 
is the fact that we have done next to noth-
ing offshore, and there is a lot of room for 
exploration there. Nonconventional plays 
are a different game, and we have done 
a lot of research into production in that 
arena, but the ocean requires learning how 
to navigate the water and the equipment 
required to work offshore. In our longer-
term goals, this needs to be a part of the 
development plan.

As the head of SPE, do you have a final 
message for the readers of Oil & Gas In-
vestor on the readiness of Argentina for 
investors?
Argentina has 100 years of experience in 
the oil and gas sector, and our engineers 
are ready for the sector to face a new 
wave of expansion. Argentinean compa-
nies have worked in countries across the 
globe and have been as successful as any 
other, so to bring that back to Argentina 
should not be difficult. We are not without 
our issues here—between labor unions, 
the stock market, and foreign-remittance 
problems—there is definitely some jus-
tified hesitance on the part of investors 
coming in, but the government is working 
on fixing these. They realize that investors 
will not keep coming back to Argentina if 
they cannot take money out, and this in 
turn slows down development. The gov-
ernment is working on regaining the con-
fidence of Argentineans, and foreigners 
wanting to take part in our market should 
be aware of this. ▬

President, Latin America

CALFRAC WELL SERVICES

Can you provide some background 
about Calfrac in Argentina? 
Calfrac is a Canadian company with 15 
years of experience in pressure-pumping. 
It started in Argentina in 2008, first pro-
viding cementing services, and then add-
ing coiled tubing. It started fracturing, one 
of the company’s main services, in 2013.
Calfrac has expanded beyond Canada to 
become a global company, with operations 
in different countries. In South America, 
the company saw Argentina’s potential, 
even when Vaca Muerta was not at its cur-
rent state of development.
The company wants to position itself as 
one of the top-three, pressure-pumping 
companies in the country. The company 
adapts to the needs of Argentine clients, 
whether they be equipment-needed or de-
ciding to work in places where the com-
pany could work with the operating chal-
lenges. Calfrac brought new equipment 
to Argentina and quickly adapted it to the 
market. 
How does Argentina fall into Calfrac’s 
strategy for Latin America? 
Calfrac is currently focused on Argentina 
for its shale potential and since oil and 
gas activity has held up despite low inter-
national oil prices. Calfrac itself has sus-
tained its activity in Argentina despite the 
current low oil price environment for vari-
ous reasons. It has implemented technol-
ogy that has reduced costs for its clients. 
It has also leveraged its experience in the 
United States and Canada and the flexibili-
ty made possible by its size to serve clients 
like YPF, Total, and Madalena Energy. 

Can you talk about Calfrac’s relation-
ship with its clients in Argentina? 

Gerardo 
Kuracz

Calfrac always tries to meet its clients’ 
needs. In Argentina, it receives support 
from headquarters in terms of tools, new 
equipment, and new technology. For large, 
shale operations, headquarters send two to 
three company representatives to ensure 
that all operations are carried out with the 
same standards. Calfrac has also been able 
to attract Argentine talent that has internal-
ized the company’s culture and contribut-
ed to its success.
Calfrac recently closed a two-year agree-
ment with Total, and has closed contracts 
with clients like YPF, Pluspetrol, and Tec-
petrol. YPF was one of the Calfrac’s first 
clients. When Calfrac brought its first 
fracturing fleet to Argentina, YPF offered 
it the opportunity to work in Las Heras, a 
very difficult location with a tough envi-
ronment. Companies normally target Vaca 
Muerta with more profit opportunities and 
better infrastructure, but Calfrac accepted 
and started working with YPF on fracking 
jobs.

Can you talk about the kind of technol-
ogy Calfrac has implemented in Argen-
tina? 
Recently, Calfrac implemented the annu-
lar frac and ball drop, and became the first 
company to complete 12 stages in less than 
eight hours in a horizontal well in Argen-
tina. 
Calfrac mostly uses local chemicals in its 
operation, and only imports chemicals de-
veloped by it when they add value. It also 
tries to build its equipment locally, with al-
most 60 percent of its equipment produced 
in country, including cementing units, 
blenders, frack pumps, and all the support 
equipment. ▬
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Partner

ESTUDIO JURÍDICO
FERREIRA DE 
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Briefly recount one of the firm’s greatest accomplishments? 
One of the firm’s greatest accomplishments relates to a case in 
which the firm represented Total Austral in a 1999 labor dispute. 
Total had contracted an oilfield service (OFS) company to trans-
port water and pipes to wells in one of its operations in Santa Cruz 
Province. The OFS company went bankrupt and left behind a 
number of newly unemployed workers who sued both Total and 
the OFS company. The Superior Court of Justice of Santa Cruz 
Province ruled in favor of the workers and Total was sentenced 

to take responsibility for the actions of the OFS company. The 
firm appealed the case to the Supreme Court, which overturned the 
decision of the provincial court and ruled in favor of Total. As a 
result, the Supreme Court established non-solidarity between E&P 
and OFS companies, whereby E&P companies cannot be held re-
sponsible for actions of the OFS companies that they contract. 

Are most labor-related cases in the oil and gas industry adju-
dicated in provincial or national courts? 
Each province has enacted a provincial countepart to the national 
law. However, provincial governments send the most important 
labor-related cases to federal courts for adjudication since provin-
cial governments need oil and gas but are incapable of reining in 
the influence of unions that they themselves have fueled. In some 
provinces, you will often find the secretary-general of a union sit-
ting next to the government as peers. Yet unions defer to national 
courts in a way that they do not to provincial courts. 

What kind of litigation strategy does the firm recommend to 
its oil and gas clients that face labor-related disputes? 
The firm always advises companies to defend their rights with 
conviction and to assume not only the role of defendant but also 
plaintiff. The Argentine legal system can yield favorable results 
for oil and gas clients, but litigants must activate it. Argentine 
businessmen often avoid taking unions to court. They prefer to 
come to extra-judicial agreements with unions. The only way of 
definitively ending disputes with unions is to appeal to the law. It 
is a business decision and has to be taken with strong conviction. 
Judges have the power to rein in the influence of unions, but it is 
up to the business community to take cases before them.  

Can you explain how unions in the oil and gas industry are 
organized and identify who are the main players? 
Trade unionism started with President Juan Perón under whom 
unions were radical and vertically organized. Today, union’s struc-
ture are divided and horizontally organized. The firm always ad-
vises the companies to avoid talking with union delegates because 
secretaries-general are the ones who have decision-making power. 
The provinces of Neuquén, Chubut and Santa Cruz are home to 
some of Argentina’s most influential union leaders.  
Some of the most important union leaders in Argentina include the 
Jorge Ávila, the secretary-general of the Sindicato del Petróleo y 
Gas Privado of Chubut Province; Claudio Vidal, the secretary-
general of the Sindicato Petrolero y Gas Privado of Santa Cruz 
Province; and José Llugdar, the secretary-general of the Sindicato 
del Personal Jerárquico y Profesional del Petróleo y Gas Privado 
de la Patagonia Austral. 

Would you recommend any amendments to the current body 
of law that governs labor relations in Argentina? 
No, the as-written body of law governing labor relations in Argen-
tina does not need any changes because it is capable of protecting 
the rights of companies and of reining in the influence of unions. 
What must change is the disposition of industry leaders. Industry 
leaders must lawyer up. Argentina’s reputation as an unpredictable 
regulator and as a country with expensive labor costs deters in-
vestors. Yet the Argentine judicial system has the power to attract 
investors by change the country’s reputation. It is up to industry 
leaders to use it. ▬
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Apache
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CGC

Chevron

Dow Argentina 

ExxonMobil

Gas y Petróleo del Neuquén (GyP) 

Gazprom

Geopark

Madelena Energy

Medanito

Oilstone Energía

Pan American Energy

Pemex

Petróleos Entre Lomas

Petróleos Sudamericanos Energy

Petronas

Pluspetrol

Repsol

Shell Argentina

Tecpetrol

Total

YPF

OFS
Baker Hughes 

Bolland y Cía

Calfrac Well Services

DLS Archer

Flowserve

Ingeniería SIMA

Novomet

Schlumberger

Thru Tubing Solutions 

UGA Seismic

Wintershall
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