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JAIME DAREMBLUM:  Good afternoon.  I am Jaime Daremblum, director of Hudson 
Center for Latin American Studies.  And it is my pleasure to welcome you to today’s conference 
on China and Latin America.  This is one more in the series we have held in the last few years on 
the same topic.  We all know that China has become a preeminent economic partner in Latin 
America.  Its trade with the region has consistently increased and nowadays China is its most 
dynamic trade partner. 

 
In addition to trade, China has also made considerable investments in the region and is 

actively pursuing the development of new projects mostly in the energy and agricultural sectors.  
The picture of China’s economic involvement in Latin America also raises some valid questions, 
particularly on the political-diplomatic front.  We will leave these issues to our distinguished 
panel of experts. 

 
Undoubtedly, we are privileged to be briefed this morning by three outstanding speakers.  

The first is Dr. Jorge Guardia, former president of Costa Rica’s Central Bank and a leading 
economist in Latin America.  He writes a column, as well as an ongoing blog for San Jose’s La 
Nación.  He has been a professor at the University of Costa Rica and is a frequent speaker in 
academic as well as business forums.   

 
His presentation will be followed by Dr. Luis Rubio, one of the leading economists in 

Latin America.  He is also the president of a highly respected consulting and think tank in 
Mexico City.  The closing remarks will be from an American, very distinguished nuclear 
physicist who has become a world authority on energy and energy markets.  Dr. Tom O’Donnell 
has done significant work on Venezuela, where he spent a number of years as a Fulbright 
scholar.  He currently teaches at the New School University in New York City. 

 
After the three presentations, we will open to questions and comments from the public.  

And without any further ado, I invite Dr. Guardia to the podium.  Do you want to do it from 
there or from here? 

 
JORGE GUARDIA:  From here, if I may. 
 
MR. DAREMBLUM:  Yes, of course.  Let me just make sure that – 
 
MR. GUARDIA:  Thank you, Mr. Daremblum.  And first of all, I would like to apologize 

for my accent, as well as other shortcomings in my English.  Okay, I have a few topics to discuss 
with you in this limited period of time.  They are there – I want to talk first about the economic 
dimensions of China, then the trade strategy of China, and then we will switch to Central 
America and Dominican Republic, how they are doing, the development strategies of both 
groups, China and the Central American countries.   

 
And when I talk about Central America, please remember that I am also including the 

Dominican Republic.  Then some international trade between China and Central America, the 
challenges and opportunities.  And I reach, finally, some conclusions.  Okay, a few words about 
China.   

 



As Dr. Daremblum said, China is a growing giant, very successful in the past decades 
with a significant growth rate of about 8 percent.  GDP has grown tremendously as you can see 
in the numbers there.  The average per capita income is $2500, which is relatively low for a 
growing country, but it is higher than some of the developing nations.   

 
The labor force in 19 – 2007, I’m sorry, was close to 800 million people.  That is a lot of 

people, as you can say.  Not only that, but also they have a tremendous labor force in reserve, 
you know, to bring from the countryside to the main cities.  Registered unemployment was 4 
percent.  But I understand it has been lowered.  And the word in the documents I gather is 
“registered” unemployment.  So there is a big question mark still there. 

 
Trade surplus – it is high, very high.  It is still growing.  And one of the characteristics of 

China is that it exports more than it imports.  International reserves, we are going to come back 
to this later.  And they are really the largest in the world.  The exchange rate of the local currency 
there is the renminbi is 7.3 percent per U.S. dollar.  And it has remained very stable and there is a 
controversy on this issue.   

 
There are some comparative figures of the growth rate for the world.  You can see the 

figures from 2008 to 2010.  The last is an estimated.  Developing countries are growing very 
little still.  Asia, on the contrary, is growing at fast, very fast rates.  China – you can see the 
figures there – is really impressive.  Like I tell my friends and some of my students, the 
memorandum on the international economic crisis never reached to China, you know.  They are 
doing very, very well. 

 
In Latin America, they were doing very well before the crisis.  During the crisis, it 

dropped to negative 2.5 (percent).  And now the prospects for 2010 are more positive.  And the 
Dominican Republic is not doing very well at all in terms of economic growth.  Inflation, you 
know, in the world is very, very low.  In part, this is due to two things.  One is that the economic 
policies, particularly the monetary policies in the developed world have been more successful 
than in the developing countries.   

 
However, the crisis brought inflation down all over the world.  And you can see the 

figures there.  Asia, for example, this year is 3 percent and next year, 3.4 percent.  Latin America 
is a little higher and China is doing well also in terms of inflation.  You can also ask questions 
whether it is properly measured in China.  But these are the figures that I have. 

 
The current account deficit is also another important element that you can see here.  

Developing countries negative in 2009 and 2010, the United States known for its big trade 
deficit.  Please don’t take it as an insult, but Americans have been very big spenders over the 
years.  Asia is the other way around.  Asia loves to save.  And then we have a trade imbalance 
there in the world. 

 
As a percent of GDP, you have the figures there.  And look at China.  China has a current 

account surplus of 10 percent, 8 percent and 8 percent for these three years.  And that is one of 
the big – the main issues raised in international trade.  Capital flows, as well.  You can see the 
figures for Latin America and Asia, you see.  Asia, strangely enough, in 2009 and 2010 have 



been negative.  But now capital flows in Latin America has been increasing and nowadays after 
the crisis, as well, in one of the countries, the country where I come from, it is one of the – I am 
sorry – do I have to – and then capital is flowing back to Latin America and this is affecting the 
exchange rate.   

 
This is overvaluing the exchange rate as well.  And that is one of the problems for 

international trade.  The reserves in China, they are very, very big.  And these are in billions, 
U.S. dollars.  In Latin America, you can compare the whole Latin America – I mean, this is 
really a fraction of the reserves in China, okay. 

 
Now, the main topics – China is one of the leaders of the world economy.  With this 

tremendous growth rate, it is really pulling the world out of recession, pulling the world out of 
recession.  And then you can see what certain people like the IMF leader, the head of the IMF, 
Strauss-Kahn, has said that China has influenced the recovery of the world and is the leader of 
fighting recession and is supposed to play a decisive role in rebalancing the world trade, okay. 

 
Countries with trade deficit – and this is one of the key points – must save more than 

those with trade deficit – trade surplus, I am sorry – must encourage expansion of their domestic 
internal demand, okay.  And then you see the other elements there.  And we can reach a first 
conclusion.  A country with high economic growth and increasing imports like China often send 
opportunity to developing countries like Central America and the Dominican Republic.  And that 
is one of the main conclusions I reach in my presentation. 

 
Okay, there is an interesting potential to increase international trade, investment and 

official, technical and financial cooperation between the countries.  You can see this – eventually 
you can reach this presentation or you can get it from Hudson Institute – but you can see the 
funny thing here is that the emerging, developing economies, of course led by China, are pulling 
the countries out of the recession and having very high exchange rates as projected to the year 
2011.  The U.S. and the advanced economies are lower.  And the world is in the middle.  For the 
first time, we in developing countries feel a little better compared to the United States. 

 
Okay.  We go now to some of the pending issues.  They have been discussed fervently in 

the press, in the IMF and international conferences.  And one is the question whether the Chinese 
currency is undervalued, you see.  And the answer that has given by the IMF and the U.S., 
particularly Timothy Geithner very recently said that the renminbi is actually substantially 
undervalued.  And the IMF picked up this issue in the last consultation report.  And that is one of 
the problems you see. 

 
Look at the effects that the IMF says.  It is encouraging export and discourage imports 

and domestic consumption, okay.  And this is an issue that is going to be present in all trade 
agreements and all trade relations between China and developing countries, you see.  And that is 
one of the problems that concerns us very much.  So the corresponding challenge is that China 
should not only adjust the exchange rate, but also another issue that has been raised that the cost 
of capital seems to be subsidized.  So they continue investing for exports with this favorable 
exchange rate instead of challenging – channeling, I am sorry – the investment to encourage 
domestic consumption.  And that would be very good for developing countries as well.   



 
Okay.  Now, I have some more slides here on the trade, you know, the trade strategy of 

China.  I am not going to go into detail on these.  But I would only say that China has been 
changing its economic system with a purpose of implementing something that we now have 
come to respect with this market socialism.  And China has done very well in reforming its 
system.  It has opened up the trade system gradually.  It is not fully open yet.   

 
So those planning to invest or to have trade with China should bear in the mind that the 

process is still going on.  But China joined the World Trade Organization not too long ago.  And 
China has a number of free trade agreements with a number of countries, including the United 
States and most of the developed world, but not too many.  I am sorry.  But these represent in 
terms of total trade 25 percent of the volume of imports and exports. 

 
Look at what the officials say.  And this comes from the free trade agreement between 

Costa Rica and China.  They say as a stakeholder and advocator of economic globalization and 
regional economic integration, as well as large international trading nation, China is making 
efforts to accelerate the process of trade facilitation so as to improve its foreign trade efficiency 
and reduce the trade cost. 

 
So everything is done in China in terms of foreign trade to open the economy.  There are 

also some political issues, which I have discussed with Mr. Daremblum.  And they are not here 
reflected in the presentation, but I think these are important.  And then for China, my main point 
here is that for China to increase the trade with small countries like the rest of the Central 
America, except Costa Rica and Dominican Republic, I think one of the main things is the 
political issue rather than the economic issue.   

 
Why?  Because trade with the Central American countries for China is very, very little, 

even though it is increasing.  Okay.  All right.  Let’s talk about the Central American economy.  
Very little here.  There is a summary of the macroeconomic variables.  Central America is doing 
well.  It has a very limited – very limited trade – but I will come to that later – with China, but it 
is growing as well.  You can see the figures for the GDP.  Oh, I am sorry.  I have this in Spanish.  
Let’s move to that.   

 
Inflation has been controlled recently and that is one of the good things for Latin 

America.  Net international reserves remain very high.  And that shows that Central America did 
very well during the crisis – $17 billion – $17 thousand million.  Okay.  The fiscal situation 
remains – more or less is not very good and is deteriorating as a result of the crisis. 

 
Unemployment and poverty has also deteriorated with the economic crisis.  And then this 

raises a big issue.  And there, as you can see at the bottom of this slide, and that is should there 
be a change of the economic strategy?  Latin America is moving in some countries very fast to 
more socialist economy.  And I think this is one of the – in the questions.  I, myself, think that 
the issue and the big challenge for Latin America including, you know, for Central America, 
should be to remain to the market-oriented economy and to strengthen the institutions instead of 
going back to more socialist strategy. 

 



All right.  Let’s talk about the economic strategy in Central America.  You know, for the 
sake of time, I would simply say here that Central America as well has moved from a 
protectionist strategy in the past – that is, to protect the local industry with high tariffs – to an 
opposite system, opening up the trade system and the free trade system.  And Latin America has 
signed a number of treaties with the United States, Canada, some of the countries with Mexico 
like Costa Rica.  Now we can eat tacos, you know, imported from Mexico and burritos as well. 

 
MR. :  Made in China. 
 
MR. GUARDIA:  Made in China, probably.  (Laughter.)  Okay.  All right.  So this is the 

strategy.  This is the strategy.  It is basically to an open economy.  The results that we have seen 
from this strategy – exchange rate flexibility has consolidated an open model to an open 
economy.  Costa Rica has now indexes of openness – Central America, especially Costa Rica.  
Inflation has lowered and positive results in economic growth, employment and poverty.  This is 
why I think that an open strategy for international trade is good, even for small countries.  Okay. 

 
And that is the other question that I ask here.  I am not going to discuss the theory of 

comparative advantages and specialization because this is well-known for everybody, you know.  
And then I come to this part, trade between Central America and China.  As I approach the end 
of what I want to say, you see, we can see that so far trade between Central America and China 
represents only 5 percent of the total trade.  That is very limited.  But it is growing.   

 
And most of the countries in Central America, with the exception of Costa Rica, have a 

small trade deficit with China.  Costa Rica because of the big company, international company, 
Intel, is exporting a lot of computer and computer system to China.  And as a result, we have a 
trade surplus.  But that is not the case of the rest of Central America.   

 
China is very competitive in prices, productivity and innovation.  And the exchange of 

services is still very low, as well as investment.  However, cooperation opens a window of 
opportunities.  And I think, you know, for the time being, official cooperations and agreements 
are probably the best thing for the Central America with China.  All right. 

 
Then I have another element here that we have no time to talk and these are the results.  

You see, in Costa Rica, who had an agreement, who recently signed an agreement after a couple 
of years of negotiations with China, a free trade agreement with China, had to make a study to 
convince the people that opening up the trade – the local market to the big Chinese exporters was 
something that we could live with.   

 
And as a result, they realized that Costa Rica had some comparative advantages and 

competitive advantages as well in certain products – I am sorry.  And China as well, you know, 
is very competitive in many other things.  But as a result of the studies, they found that Costa 
Rica would increase export by certain percentage there, as well as imports and higher rates, 
higher than the average of the trade with other countries.  And I think the main conclusion is that 
Costa Rica could gain both by importing more from China and exporting more from China.  That 
was the main conclusion there.  Okay. 

 



And for China, what was the conclusion for China?  Well, we have to take it in certain 
comparative ways.  China will benefit from increasing at around 18 to 20 percent imports 
coming from Costa Rica.  But if you say what is that percentage of total imports from China, it is 
very little.  It is very, very little.  But at least there is some gain there. 

 
Okay.  So the study concluded in Costa Rica that it was beneficial for both China in these 

relative terms and for Costa Rica to import and export more.  And one of the things I have been 
always advocating for is that a free trade agreement, even with big, big countries, favors 
especially consumers in our countries.  And, of course, we can always import at lower prices and 
that would affect positively the inflation in our countries. 

 
All right, okay.  There are certain things that I am not going to go into.  And let’s reach 

the final conclusions.  Okay.  These are my conclusions.  The crisis in the United States and the 
other developed countries hit Central America in a negative way.  And Central America must 
find other sources of international trade.  Decoupling has been called this issue in international 
organizations.  I think it opens up a possibility for us not to concentrate too much our 
international trade with the classic three partners, the United States, Europe and Japan. 

 
And now if Asia, particularly China, opens these possibilities, we should try to take it.  

China was able to weather out the crisis successfully and now leads the recovery.  Both China 
and Central America have the strategies that are very similar, you know, open to international 
trade – sorry.  They should increase their opportunities.  Trade is still small, but a lot of potential.  
China is a big buyer of many products and Central America should be able to contribute to its 
satisfaction. 

 
It is to its advantage to engage in free trade agreements with China.  Central America 

doesn’t have free trade agreements with China.  Costa Rica does.  And perhaps these should be 
the model for them to join in these agreements.  Okay, to take advantage of its comparative 
advantages, Central America must increase its productivity, its openness.  It is a step forward. 

 
One of the main challenges is China’s exchange system, but Central America is still 

small to influence the Chinese authorities.  I think in this we have to join efforts with other 
international organizations and governments like the U.S. and the IMF that have been pressing 
for this.  And the political issues that I should mention now is that one of the problems in having 
trade agreements with China, as well as in the past with Taiwan, is the political problem, you 
know.   

 
They will probably try to pressure our countries in the political way, so they probably –

 they would prefer – in the past, this was the case – to have to press for relations with the 
mainland China instead of Taiwan.  But I think they are softening their position.  Now, the other 
complicated issue is that sometimes trade agreements and especially the foreign cooperation and 
investment in Latin American countries, including my country, Costa Rica, have been conducted 
in a secretive way.  And that is not good for the system of democracy that calls for transparency 
and clarity in those agreements.   

 



But as we saw, the main conclusion is this.  Taking into consideration these political 
issues, I think it would be for the advantage of the Central American countries to sign free trade 
agreements with China because these would have more positive effects in terms of economic 
growth, trade, as well as sources for employment and lower inflation.  Thank you very much.  
(Applause.) 

 
MR. DAREMBLUM:  Thank you, Jorge.  Now move to – 
 
LUIS RUBIO:  Thank you, Jaime.  Good afternoon.  NAFTA, the North American Free 

Trade Agreement, was supposed to transform the country, trigger an export boom, reduce 
poverty and modernize the country.  It did all that for China.  (Laughter.)  Even if these issues 
are not exactly true, the statement sort of captures the spirit of the problem. 

 
I would like to talk about the dynamics of the U.S.-China-Mexico triangle.  It is not 

exactly about what China is doing in Latin America partly because I am no expert by any means 
on that and partly most important because China and Mexico have had a tense relationship as a 
result of the competition between – that both continuously are involved in vis-à-vis the American 
market. 

 
China has become, however, a significant trading partner of Mexico both through legal 

means, as well as through smuggled goods, many of them pirated or smuggled through illicit 
channels.  I would like to work with you here on how the two nations both compete and 
complement each other vis-à-vis the U.S. economy, which as I mentioned is the target that both 
keep pursuing. 

 
Let me start with just a few immediate facts.  Mexico’s registered exports with China 

were 1.9 billion in 2007, which is the last year for which there are figures, against 30 billion in 
imports from China.  In other words, Mexico has exports of about 6 percent of what China 
exports to each other. 

 
Non-registered imports may amount to as much as 30 percent of recorded imports, which 

would mean that we could have as much as seven or eight to one proportion.  There were 40 
Chinese plants – manufacturing plants along the Mexico-U.S. border on the Mexican side in 
2007.  And the numbers appear to be growing fast, all of them geared to the U.S. market.  And 
there are only seven registered Mexican manufacturing firms with operations in China.  There 
are several Mexican companies that have distribution chains in China, but only seven 
manufacture goods there.  And all of them are new to the domestic Chinese market. 

 
Over the past 15 years, Mexico and China have been competing for the American market.  

There are two ways to look at this.  First, in strictly quantitative terms, it is clear that China has 
succeeded in absorbing most of the manufacturing market, both what used to be or a good chunk 
of what used to be physically based in Mexico, but expanding that to dramatic levels beyond 
whatever was conceived for Mexico.  The expectation was that NAFTA would open exceptional 
opportunities for Mexican firms or Mexico-based firms to export to the U.S. that would absorb 
Mexican labor and that would do a – it would increase competitiveness for the region and would 
continue or help address Mexican poverty issues. 



 
There was some of that in the years that followed NAFTA coming into being.  But soon 

after, China took over.  In fact, up to 2002 or ’03, Mexico was the second-largest trading partner 
with the U.S.  And since then, it is China that took over that position and lately it has already 
surpassed Canada as the largest trading partner with the U.S.   

 
The combination of the clear and decisive trading strategy by China, an endless supply of 

relatively cheap, but well-educated labor and rapidly growing, high-quality infrastructure made 
China an incomparably superior choice for large manufacturing firms.  Not surprisingly, that 
became an unsurpassed manufacturing base, which it is today. 

 
However, if one looks at the more qualitative process, a more qualitative analysis shows 

that there has actually been a gradual adjustment in this process – that there has been sort of a 
backlash, not because the advantages that China has on the labor side have not been the only 
relevant advantages.  And some firms have been rethinking their position. 

 
What appeared to be unstoppable has now proven – has been proven to be less certain.  

At the outset, China quickly gained market share.  But over time, however, the pattern has been 
more complex.  Mexico began to recover some ground as many companies began to move 
operations or to place in Mexico new operations that would otherwise have gone to China.  The 
differences and the contrasts between one and the other and what each one is good for began to 
become obvious.  Then the large companies, the GEs or GMs or big European manufacturers, 
manufacturing companies began to think in different terms. 

 
Even with the distortion that some of the figures may have for the latest years because of 

violence in Ciudad Juarez, which is the largest manufacturing spot geared to exports to the U.S., 
the assessment is more or less as follows.  Over time from the mid-1990s to the end of the first 
decade of this century, it has become obvious that the U.S.-Mexico trading relationship has been 
much more stable and reliable for U.S. companies than China’s.  NAFTA and geography have 
proven to be a competitive advantage insofar as timeliness is critical. 

 
For example, just-in-time delivery requirements that have many, many manufacturing 

companies in the U.S. have proven to be very reliable from Mexico, but not very reliable from 
China.  Distance and connections and border procedures and the like make a huge difference.  
And also, many cross-border fully integrated operations that work seamlessly in the Mexico-U.S. 
border or across the two borders, and many companies have returned to or enlarged those 
operations in Mexico as a result. 

 
There is a new reason why many companies are beginning to look at Mexico once again.  

And that is the perception that the Chinese currency, the renminbi, could become an exchange 
risk if China begins to revalue its currency as American government has been demanding.  And 
that is also affecting investor decisions, much of which so far has benefited Mexico.  It could be 
significantly more in the future. 

 
On the other hand, China has been expanding its presence in Latin America, most of it 

south of Mexico.  There is a very small presence in Mexico.  It now has major investments in 



several Central American nations.  We just heard part of that.  It is a huge lender to Venezuela, 
one big project of late, which is a combination of investment and lending.  It has large mining 
and oil operations in at least two countries.  It is a huge buyer of raw materials.  Much of Brazil’s 
growth has been due to its exports of raw materials and cultural products to China. 

 
Some of this is politically motivated.  There has been for the last 20 years a real 

competition between China and Taiwan for a presence in Central America.  I am glad to hear 
now that Dr. Guardia was suggesting that there is some softening there simply because the 
relationship between those two nations has eased somewhat.  But the point is that there has been 
– Taiwan in the search for diplomatic ties around the world has been using its economic prowess 
to pursue that. 

 
Another element here is Chavez, who plays an important role here and I am sure we will 

hear more of that in a few minutes.  But one thing is obvious.  In significant operations, China 
thinks with its pocketbook.  Aside from the Taiwan issue, China is not pursuing – or in Latin 
America, it is not pursuing a political objective.  It is pursuing simply its own trading objectives, 
which may be more mercantilist than other nations, but they strictly move by economic criteria.      

 
From the Mexican perspective, there are two fundamental issues.  One is that Mexico 

does not have a strategy to link up with China and explore investment and trading opportunities 
that might be available for Mexican companies there.  And the other is that there is a total lack of 
a policy to capitalize on changes in the market or environment to which Chinese companies 
export.   

 
By this, I mean there are several – for instance, there are several anti-dumping cases 

against Chinese firms in the U.S. that Mexican firms could easily take advantage of, but have 
not.  The same thing could be said of the potential revaluation of the currency, where Mexico 
would automatically become extremely competitive. 

 
Mexico has been exceptionally incapable of structuring its own strategy of development 

and that affects its relationship with China.  For instance, property rights have become a major 
issue in China for American and European firms, particularly in the area of technology.  Mexico 
has, through NAFTA, a legal framework that is compatible with investors’ needs.   

 
Yet the levels of education in Mexico have made it impossible to capitalize on this.  And 

it is India that has been the largest net beneficiary as a result.  In fact, the absence of a 
development strategy in Mexico affects everything from its own economic performance to the 
U.S.-Mexico bilateral economic relationship.   

 
Let me conclude with one anecdote.  Twenty-five years ago, the institution where I have 

been working published a book on the opportunities that the Asia-Pacific region afforded 
Mexico.  It was a time in which Mexico had finally realized that it could not go on with an 
isolated, almost autarkic economic policy.  But it had not yet decided what it wanted to do 
looking towards the future.  It was obvious that Mexico needed a different economic strategy. 

 



In the early to mid-1980s, the political establishment in Mexico finally recognized that 
there was a need to join the world arena through the incipient global economy at that point.  But 
its instinct was to look for anything other than the U.S.  So on the one hand, Mexicans kept on 
talking about the Pacific Basin; on the other hand, Mexicans kept on looking at the European 
nations for ties.   

 
Our study looked into the region.  It then assessed each country.  It compared policies and 

costs, industrial strength and weaknesses.  And the conclusion reached was that for Mexico to be 
successful in that region, it needed to be competitive in North America, that being competitive in 
North America, it would allow it to be competitive in both Asia, as well as Europe.  It was a 
necessary argument in Mexico, but it was not a popular one.  Nobody wanted to hear the 
obvious, which is that we needed to address and get closer to the U.S. economy. 

 
Eventually, Mexico decided to take the only course it had toward the future and that was 

what NAFTA ended up producing.  Rather, NAFTA became the result of this process.  As 
history has it, Mexico did not assume entirely the implications of that decision and hence, it has 
yet to become competitive beyond the obvious traditional sectors and regions, where it is 
extremely competitive.  Likely, changes in China might open a second opportunity.  The 
question is whether Mexico will be better prepared to take advantage of that opportunity if it 
became available.  It is not obvious to me that it will.  Thank you very much.  (Applause.) 

 
THOMAS O’DONNELL:  Well, if I stand, will the microphone be okay?  Well, first, I 

want to – no, down?  Okay.   
 
MR. RUBIO:  Like the primary teacher, sit down.   
 
MR. O’DONNELL:  (Chuckles.)  I can’t gesticulate so much.  Okay.  First, I want to 

thank Ambassador Daremblum for inviting me again to the Hudson Center.  I very much enjoy it 
and especially meeting the distinguished co-panelists.  Also, though, it is kind of – I realize one 
way it is to my advantage is, it gives me an excuse to go back and look at some things, some data 
– to look at some data and look at – and talk to people.  I have to give this talk at Hudson; what 
do you think is going on in Brazil?  You know, that kind of thing. 

 
And as whenever you go back to data or go back to primary sources, you find out things 

have changed somewhat.  Things might not be the way you think they are.  So let me share with 
you some of the things I’ve found out.  So my topic is China’s energy policy in Latin America.  
In case you don’t know where the particular countries are or their flags, quick, you can quick 
remember now. 

 
So first thing about China, what is going on?  Why – China is very well-known for its 

going abroad and searching out energy resources, especially in the last 10-15 years, so why is 
this?  I will just quickly give you an overview of what is driving China because that helps to 
understand what their strategy is within the various countries, right? 

 
So as we know, the population is growing very fast, although it is supposed to peak at a 

certain point here – the rural and urban population as well.  The important thing here is, with the 



growth of population and the urbanization, you get much more use of especially petroleum, but 
other things.  The important thing is there is this sort of fairly well-known fact that when an 
economy – down here is GDP per capita on the bottom.  And this is log-log scale.  And this is 
the amount of vehicles per thousand people.  Some is what has already happened for certain 
countries, like the United States, Mexico and others.  And the dotted line here is China. 

 
And you get this sort of exponential growth in this coming period.  China, 2002 to 2030, 

should increase their vehicle fleet by about 20 times, okay – India by about seven, U.S. by two 
and so forth.  Now, the reason is – this is a work by Dermot Gately at NYU and others – when a 
country passes through basically what is considered middle – you get a considerable amount of 
people in the middle class making around $10,000 per family, people start buying cars.  And so 
they are passing through this area.  That’s unstoppable.  This is like a force of nature.  I mean, 
what it would take for China to change that is not so simple. 

 
The other thing is China’s energy intensity – that is to say, the amount of energy 

consumption per GDP – was dropping as China was getting rid of old smokestack industries that 
were, you know, inefficient industries.  But what has happened is now, that is being counteracted 
by the extent – even though they’re more modern industries – the extent of the industry has 
turned that around and it will continue to turn it around.  So the amount of – unlike global North 
economies, for a while, they are going to increase the amount of energy consumption per GDP. 

 
So here is one of the most important problems on the supply side.  The old Maoist policy 

for a long time was self-reliance, you know, self-reliance.  And so China had sufficient oil to 
cover the economy in those years up until about 1993.  However, in 1993, with reforms and 
growth and so forth, they are no longer able to do that.  So if you can’t be self-reliant, what is the 
next best policy? 

 
Well, the next best policy might be to go get the oil yourself, okay?  At least, it seems to 

make – it would seem to make sense on first approach.  You can go to the market, of course, and 
buy oil.  But who controls the market, right?  So for any country that has aspirations to be – this 
is what’s somewhat different from China than, say, most European countries today – is that 
China, you know, has aspirations for being an independent world power, autonomous world 
power.  You can see that in the building of its navy and so forth. 

 
But on the energy front, that means you have a choice of where to go.  And I will get into 

this later.  I have to talk about how the world oil supply and oil security system works.  And they 
had to decide whether they are going to join that, which is basically, the big player is the United 
States and the OECD countries – this is the International Energy Agency, if you are familiar with 
it – whether they are going to join that security arrangement that is centered around the market, 
or whether they are going to independently go out and get oil themselves.  And the decision was 
to independently go out and get oil yourself, especially in the beginning. 

 
And so what has happened – so, well, I should just point – I should add this here.  Right 

now, they produce about 48 percent of their own oil.  That will change dramatically.  But look at 
– the overseas national oil companies of China that have begun to go abroad, here is their 
production:  2005, about .3 million barrels a day – ’06 – wait, that is ’05, ’06 and ’07, and it 



continues.  It continues on.  So this is the amount of all the overseas national oil companies that 
they formed together as compared to their needs, okay?  You know, a lot of people expect it is up 
here somewhere, okay, but it is not.    

 
By the way, if you want to make a comparison, here is what ExxonMobil produced by 

itself in the world in 2008.  So you can see this year – I don’t have the data on here – but in 2008, 
all the overseas national oil companies of China combined produced about 33 percent of what 
Exxon or BP produced in the world of any one of those, okay?   

 
So Exxon by itself could supply all the imports of China still, okay?  So just to give you 

an idea of where that is at.  So and here is where we are going.  This is data from the IEA.  It is a 
few years old, but it is essentially right.  You can see this import dependency is going to grow.  
And eventually – it is predicted around 2030 – it could be around 80 percent export dependency.   

 
Okay so now, what are the goals of this go-abroad policy?  So the go-abroad policy is to 

go abroad, get equity interests in oil and bring it back home.  Now, it’s not the way that the 
major oil companies do business anymore in the world.  Nowadays, it is irrelevant if Chevron or 
Exxon or American companies, they go abroad, they get equity holdings in oil or some sort of 
participation.  They sell it to the market.  There is no particular interest in the oil coming directly 
back to the United States.  There is one global barrel of the oil market and everybody draws from 
the oil market, which is a form of security, okay? 

 
And your diversity then comes from the market, that the market is supplied by many 

different countries, right?  In China’s case, if they are trying to bring the oil directly back home – 
not that they can bring all this oil directly back home, but that is the goal.  So one of the goals 
here is also to create diversity of supply so that you are not getting all your oil from one country 
and have a crisis if one country has a crisis.   

 
And there is a fair diversity here, as you can see.  This is Venezuela in 2008 and here is 

others.  I am trying to find the Latin American countries.  They are buried in others here.  And 
here in 2009, Venezuela disappears as an individual and they stuck it in others here.  So just to 
give you an idea of what the relative weight is.   

 
So here are the – one thing that was done with this go-abroad policy is to actually send 

out companies.  China has formed a number of companies and on the one hand, they have a 
certain advantage in that they come from a state – they are supported by a state that is very dollar 
rich.  And the state can give soft money loans and so forth to states to induce them to do business 
with their oil companies, of course. 

 
And contrary to what people might think, the companies actually compete with one 

another abroad.  I know stories, for example, from Venezuela, where, you know, CNPC gets the 
market and Sinopec doesn’t, that kind of thing.  So there is actually – competition takes place 
between these companies. 

 
Now, one problem they face in going abroad is the same problem any international oil 

company faces going abroad is that something like 77, almost 80 percent of the world’s oil has 



been nationalized and only a small part is available for straightforward sort of equity private 
participation.  That is not to say that some OPEC countries don’t allow participation.  But it is 
more complicated.  

 
So I got a data set that was kind of interesting from – it is kind of hard-to-find data on 

what are the actual investments in Latin America by China, or in any region.  This is data – I 
found a new dataset from the Heritage Foundation from Daniel (sic), I believe his name is, 
Scissors, which is fairly new.  And he’s collected data from 2005 to 2009 on investments by 
sector and by region.  So I went through and extracted some of this data.   

 
And so what you have is for energy investments, 2005 to ’09, by Chinese companies – 

these are deals that were actually done, investments that actually took place or contracts that are 
actually signed, okay?  Overwhelmingly, it is actual investments.  This is about 10 percent of it is 
contracts.  Not all the stuff you hear in the news about, “we are going to do this,” right – all the 
MOUs, memorandums of understanding.   

 
These are actual things.  You can see that it is very strong in the Middle East, North 

America and so forth and that Latin America is actually the smallest over here, about $3 billion 
total of actual investments, so about 3 percent of China’s total overseas energy investment, all 
right?  Now, if I compare that to the non-energy investment – I just plot the same thing here – 
you can see the non-energy investment in Latin America is about $10 billion, which is about 5 
percent.   

 
And if I combine these two, it is kind of interesting – oops, what is going – there we go.  

If we combine the two – you have to stare at this for a minute if you are not accustomed to this 
type of chart – the blue line – oops, what did I do, there we go – the blue line is the non-energy 
investment.  The red line is the energy investment.  The points are connected just to guide the 
eye. 

 
So you can see that in most of the world – here is Latin America – it is typical of Asia, 

Africa and the Pacific in that roughly about 5 or 10 percent of the investments are in energy and 
the other 80 or 90 percent of the investments are actually in other areas.  The exception is the 
Caspian, where not a lot of money is invested in anything else.  In the Middle East, it is pretty 
well-balanced, okay? 

 
Now, I was curious, what are the other things?  I don’t know if you can see that from 

your seats.  But in Africa – if I can get this here – in Africa, the others is almost all metals.  In 
Asia, it is power, transport and telecom – a more developed area in some ways.  Latin America, 
it is almost all metals.  Everything else is metals.  And the Pacific – Pacific is really 90-
something percent – it is just Australia – and it is all investment in coal or metals, okay?  Now, 
none of this includes bilateral state-to-state loans and that kind of thing, which might induce 
countries to make deals, right?   

 
So let’s go and look at Latin America in some detail.  What are the energy challenges for 

China and for any other NOC or international oil company as well that tries to do business in 
Latin America?  Really in Latin America, we could get 90 percent or 90-something percent of 



what is going on if we talk about three big players:  Brazil, which recently with its offshore pre-
salt discoveries; of course, Venezuela, especially with its, someday, up and coming Faja of the 
Orinoco, heavy oil; and of course, Mexico, which is declining.  These are the three main players 
in the region. 

 
Now, as I go through this, I am going to make a little bit of a review.  I try to isolate what 

are the factors that affect the Chinese participation and deals.  The first one here I have is it has 
got a lot – and this applies also to other companies, but in some ways, it applies differently to the 
Chinese.  There is a local political culture whether it is a country that is going in the direction of 
the new nationalism – I should say the new resource nationalism – or if it is a country that is still 
in neo or liberal – some kind of openings regime.  They’re on different trajectories and they go 
back and forth, depending on the country, right? 

 
There is also this issue of within the group that might talk about the new resource 

nationalism.  There is really two different – somewhat, people talk about two different types of 
lefts.  There is also the question of the history of rentismo.  In particular, what is the relationship 
in the country between the ministry and the estatal – that is to say, the state company, the 
indigenous local state company, oil company. 

 
And then also, what is the technical and managerial capacity of the local estatal, as versus 

the Chinese, in order to handle the particular – given the characteristics of the local oil or local 
gas?  How they can best deal with it, issues of capital availability.  And then there are some 
issues of political commonalities, that they are BRIC countries.  They might both look forward to 
a multi-polar world, South-South.  There are various of these.  They both might want to avoid 
dealing with the United States in some ways.  And there is also issues of cultural and linguistic 
distances. 

 
I can’t go through all these systematically.  But these are some of the things that came to 

me in looking through that I think are important issues.  So let’s take, first of all, the countries of 
the new resource nationalism of the last maybe 10 years or so.  And I should make it clear that I 
think when it was Bolivia renationalized or nationalized their – Evo Morales nationalized the gas 
industry, a comment in the Wall Street Journal, not your grandfather’s nationalization, okay? 

 
So just to make it clear, what is going on here is especially with Ecuador and Bolivia, you 

have countries that don’t really have much technical, managerial capacity.  They don’t have 
much of an oil company themselves.  So you are struck –  the presidents who came in after many 
presidents came and went on the wave of a national movement, if you don’t nationalize 
something, if you don’t take control – and sure enough, in these countries, I mean, there is a lot 
of poor people and a lot of people who are getting rich.  So there is a certain movement that you 
had to nationalize something and take control.   

 
At the same time, you don’t have your own company that can exploit it.  You don’t have 

your own capital.  So you have to do it – the new nationalism is in such a way, nationalize it 
without really expropriating it.  You want to do it in such a way that you convince the foreign oil 
companies to stay and help you exploit it.  It is not the easiest thing to do. 

 



Venezuela, on the other hand, is a – because of the internal clashes – political clashes and 
especially the strike of 2002, the political polarization in the country, there was an unsuccessful 
strike against the government.  You know, when a state company goes on strike against the 
government, the government usually wins.  (Laughter.)  And so half the company was fired.  So 
it lost a very big blow to its technical and managerial capacity to exploit new oil fields on its 
own, okay? 

 
Okay.  Now we look at Argentina.  And the reason I put Argentina – they don’t have a lot 

of oil or gas – but just recently it was in the news that China – Chinese CNOOC made a deal 
with Bridas JV.  And why this is so important is they got a 50 percent share in the company.  
And why this is very important is because they are buying into a company with experience, okay, 
that knows how to make contracts, that knows how to do local business, this kind of thing.   

 
That is very important.  And Bridas has interest in exploration and gas in Argentina, in 

Bolivia, in Chile, also.  And so that gives – it’s an in.  And something similar happened recently 
in Alberta, also, in Canada.  And this is a certain maturing of the Chinese involvement, I would 
say, all right.   

 
The role of Brazil – now, this is more a story, on my list, of capital investment being 

facilitated by the Chinese, whereas Petrobras, the national company, or Petrosal, a new company 
being formed, of their attempt to maintain independence, to use the Chinese in such a way to 
maintain their independence.  This is interesting.  And so the Chinese do get bilateral oil out of 
this deal – I will explain – they do get bilateral oil, but they don’t get direct involvement by their 
national oil companies.  So let’s look at that.    

 
Here is the offshore oil fields that have been discovered by Petrobras basically, mostly on 

its own after great investments and building up quite an impressive technical and managerial 
base on their own.  This is one of the – probably a company most or one of the most capable 
companies of themselves exploiting very deep offshore oil, and especially under this thick salt 
layer, which is very difficult to see through.  So they are very good at this, but it is also very 
expensive to exploit this now and to make it pay out – very expensive. 

 
So recently, the Brazilian government, now that we have got this oil, you know, on the 

one hand, they are the darling of people who say see what the private – by more privatization, 
more independence does.  On the other hand, now that they have got oil, it’s like, well, this 
should be controlled by the country.  And so they formed a new country (sic), Petrosal, that will 
be 100 percent controlled by the country, by the government.  Petrobras will be continued to be 
traded.  But they have a serious problem if they want to develop this, is they need a lot of capital. 

 
So how do they develop this without inviting in all the IOCs, all the international oil 

companies?  Well, the Chinese also wanted to come in, but they said, look, we will take your 
money.  So China has promised to have tens of billions – I don’t know, there’s different stories – 
tens of billions of dollars of investments, in return for which it can be paid back with a stream of 
oil. 

 



So the way this is seen by many oil analysts is that this actually allows Petrobras and 
Petrosal to develop it themselves independently without bringing in the foreign oil companies 
because they can get the money from China, okay.  So there is a certain – China will get a stream 
of oil.  But in this case, it is a little different than their maximum go-abroad policy.  Their 
company isn’t actually producing it. 

 
Anyway, their company can’t produce it offshore, deep.  It would be good learning, but 

they can’t, okay?  So it is an interesting partnership.  You don’t want to know the details of the 
salt.  (Laughter.)  But it is two miles down just to get to the salt, okay.  (Chuckles.)  It is like – I 
mean, this is really an accomplishment. 

 
Let’s look at role in Colombia, Ecuador, Bolivia – and I didn’t bother, but it is sort of 

similar over here.  Colombia, it was also a very sort of liberalized regime.  And oops, I got 
Colombia.  There we go.  The colors are the same.  Here is Colombia.  They have actually made 
quite a bit of progress in finding oil.  A lot of it is together with people who have left Venezuela, 
their technical expertise.   

 
And the Chinese have worked with them.  They did some exploration.  But they are 

actually – I know in 2008, they were kicked out of the country because too many people – their 
OSHA.  It was sort of surprising, in a Latin American country, OSHA kicks out a major 
company.  Too many people died in helicopter and associated accidents as they were doing 
exploration.  And they were thrown out of the country for their safety record in that case. 

 
However, there has been new sort of explorations of how they could participate.  In any 

case, Colombia is very competent in their new oil sector.  However, again, there is this issue 
discussed much in Colombia that the legislature might do the same thing at some point as in 
Brazil.   

 
We have Bolivia and Ecuador.  And Ecuador, let me just say this:  They have tried to 

partner with the Chinese quite a bit.  But just within the last week or two, especially to build a 
hydroelectric facility that is very badly needed that the Chinese would support it.  The thing is in 
negotiations in the mining sector.  Correa got pretty exercised over the way they were being 
treated, he said, by the Chinese, who – he characterized their negotiators as being arrogant and 
disrespectful and threw them out.  This might not affect the energy sector negotiations on the 
hydroelectric plant, but it’s not clear.   
 

So then we come to Venezuela, much talked about.  This is the president of the national 
assembly and, of course, Mr. Chavez.  Now, this is a little bit different story because of the local 
peculiarities.  And in this case, this is a story of Chinese capital happy to come in.  I have heard 
Chinese company representatives negotiating with the oil company there, which are interminable 
negotiations, at certain points saying, “you don’t understand; I’ll but it all.  I mean, buy the entire 
Faja.  That’s not the problem; we just need to work out a deal.”   

 
So there’s the availability of Chinese capital.  On the other hand, PDVSA, the national 

company, is highly dependent, in spite of the discussion of sovereignty, to mean whatever the 
regime is or who owns what and what percentage of the contracts and rent-taking.  If you don’t 



also have a very competent technical and managerial company and you’re partnering with 
foreign firms, you really don’t control your oil in a certain way.  Okay?  And that’s a difficulty –  

 
(Off-side conversation.) 
 
And so there’s – in return for investment, Chinese investment, they do get a stream of oil, 

but they’re not getting nearly as much as they’re promised.  And what’s interesting, although the 
Chinese want bilateral oil coming back home, they’re going to have to build heavy oil refineries 
to accept the oil.   

 
And also because of some of the costs involved – sailing 45 days around the south – you 

know, around the tip of South America – probably the reason some of the oil doesn’t show up on 
the balance – on the imports in China is that every now and then a boat is diverted and sold at 
market rates to the United States market and they make up for some of their losses that way.   

 
The thing is their involvement – if they do get heavily involved, if they do get contracts, 

it’s going to be together with other companies, other IOCs and NOCs.  But it’s a very troubled 
relationship and both sides are fairly apprehensive of what the United States will do.  Whether 
you might think that’s rational or not or you agree, in their mind both sides I would say are very 
preoccupied with what the policy of the United States might be in the future.   

 
So here’s the Faja of the Orinoco, which has – you know, it’s true.  It’s heavy, very heavy 

oil, but adding this oil onto Venezuela puts it ahead of Saudi Arabia as far as reserves in the 
world.  So long run, at some point, this is going to become extremely important in the world of 
oil.  

 
Now, the way this is – this is this area in the Faja.  These are all the blocks that have been 

cut up.  And you can see these are – this doesn’t mean these companies have these blocks.  It 
means they’re engaged maybe in exploration or negotiations, so PDVSA together with CNPC is 
here in Monagas in the Carabobo block.  And they also have two – much talked about – down 
here in the Junin blocks, the block four and block eight, where it’s other Chinese companies – 
one’s Sinopec and I believe it’s CNPC in the other one.   

 
But you can see – what I want you to see from this map is look at the plethora of other 

companies involved here.  National oil companies, international oil companies – almost 
everybody you can think of except some that have – like Exxon Mobil who had a collision over 
various issues of property. 

 
So this is quite different than what I’m showing you for Brazil, okay?  Okay.  This is a – I 

took a chart that the Vice Minister Momer (sp) – he’s not the vice minister now – in 2008 gave at 
the first heavy oil conference – World Heavy Oil Conference, which was held in Monagas.  And 
this is an example of how he foresees the strategic alliance with China, is that China will take oil 
directly back home.   

 
It’s not just the Chinese who want to bring oil directly back home if they can; Venezuela 

very much wants anybody who goes in there and invests to tell us what refinery this oil is going 



to go to for the next 25 or 30 years.  So they also want this for similar reasons to be away from 
the market.  Whether it can be realistically done is something else.   

 
So there’s a certain concurrence here.  And so the idea just graphically is, you know, the 

trade with China – and he also included Iran in this and through here to India and also to Asia – 
but basically this was his grand vision, strategy of the development of this area as sort of the base 
with many of the companies involved. 

 
Now, I have to say one of the reasons that there is not an exclusive deal with the Chinese 

– there’s many reasons why there’s difficulty in negotiating – or with, say, the Russians – is that 
Chavez wants many other companies and countries to be involved in the sense that it protects 
him for in the future, say, if there’s an American sanctions or some American antipathy, you 
have many more people involved.  You’re not just involved with one or two players.  And that’s 
a very important thing to the government. 

 
So the geostrategic implications.  Just to overview some of the geostrategic implications 

of all this:  For energy security and for the future of a market-centered global oil system, as 
opposed to reverting to a bilateral – really, what was like the neocolonial system, okay?  And the 
role – the future of NOCs and IOCs – national and international oil companies.   

 
Just quickly, schematically, this is the old system, right?  You had seven – the seven 

sisters, the big oil companies here.  And they had certain fields, concessions – or they owned the 
oil in producing states and they shipped it over to consuming states.  And they might ship to 
more than one state, but it was a sort of – there were all these bilateral deals.  There was no real 
market.  There was a small spot market where they traded some oil and there’s no futures market 
at all.  There essentially was no market.  Right?  The seven sisters ran everything and the French 
national company.  Now – and they were vertically integrated in order to do this.   

 
Now, what happened is with nationalization, the property basis goes away.  You can’t 

continue this.  The seven companies can’t run it anymore.  I’m condensing a lot of history here, 
but essentially.  So what’s happened is there’s an organization here called OPEC and other 
countries and they all sell to the market.  OPEC wanted to sell to the market.  It didn’t want to 
have go through the oil companies.  They wanted to market it themselves, so they actually 
wanted a market also.   

 
And so now there’s this global barrel and all the consumers draw from it, but you can see 

the security implications.  If France has a problem with Algeria in the old days, they would have 
been in big trouble.  They’d be a basket case, but now, the whole barrel goes down for 
everybody and the price goes up and then the burden is shared.   

 
Also, you don’t get the consuming countries – you know, France wouldn’t feel compelled 

to say, go to war with England and grab some part of Iran like in the old days – (chuckles) – or 
something like that because it’s – you know.  So the possibility for conflict goes down too, right?  
And this, you know, we have the IEA of the OECD as one of the major consumer.   

 



Now, things fall apart and the barrel’s not high enough, the OECD countries have, I don’t 
know, four-and-a-half or more billion barrels underground, commercial and private stocks.  
That’s part of their agreement.  That’s why there’s never been – you can’t make an embargo over 
here anymore.  They dump that in.  Or on the other hand, Saudi Arabia and others have some 
extra production.  This is the security system today, all right?   

 
Now, as you recall, Venezuela wants to develop this system in a bilateral way and so do 

the Chinese, not only here but in other places.  Even when they loan money to Brazil, they want 
to bring the oil directly back home, at least if possible.  So here’s the present system.  Here’s the 
old system.  So what you get is this is – how should I say?   

 
Schematically, this looks like what China wants to do.  It’s got its four companies who 

are going to draw from certain places, but it’s all going to go back to China, in the limit, right?  
That’s what they would want.  So what we would end up with, if this actually happened, is sort 
of a mixed hybrid system where you have the global barrel, but you also have this other oil that 
circulates outside.  How do they set the price?  Well, it’s some percentage of what’s happening 
here.   

 
Now, there’s problems for – in this.  Now, the question is, if China starts doing this and 

succeeds, some people feel the whole thing might fall apart during a crisis.  Everyone starts 
scrambling with their national champions.  I don’t really see that happening because it seems like 
what’s happened is over the years, they realize that this just doesn’t work.  You know, look at all 
the headaches in the Sudan or the same thing with dealing with Venezuela.  How many of these 
Venezuela or how many Sudans do you have to deal with in order to have energy security?  It’s 
an impossible task.   

 
I showed you what percent – they’re only bringing home 33 percent of the oil that BP or 

Exxon produces.  Can you imagine what the bilateral relations they’d have to have?  And it’s a 
country that doesn’t have, you know, a single aircraft carrier group to protect the stuff to come 
home, which they’re also painfully aware of.  They rely on the oceans that are protected by the 
American Navy to bring all this oil home.  So why not join the one global barrel?  So there’s 
reasons, but anyway.   

 
So also they have this problem – while, as I showed you earlier, this system has surplus 

waiting from the strategic reserves of all the OECD countries, China has decided that they need 
the same thing.  And they’ve been building their own strategic reserves offshore.  At present, 
they have only about one month’s worth of their imports in there.  But it’s a significant 
development for – actually for stability.  And Henry Kissinger and others have written op-eds in 
the Wall Street Journal, and many other Western leaders, calling for them to do this so that they 
won’t be in a disaster, should there be some crisis in the system.   

 
So in conclusion, China has certain advantages in going to Latin America, but they’re 

also – the local countries want to exploit the Chinese presence just as much as China wants to 
exploit their vulnerability – (chuckles) – like any commercial relationship.  It seems like this puts 
some pressure on the present day system, the model that China is using.  But I would say it’s 



unlikely that the market-centered would revert to a bilateral system.  There’s many, many logical 
absurdities that you get if you go to that.   

 
But I understand also if you want to be an independent power in the future, everybody – 

nobody has any – no major country has energy independence.  It’s impossible.  You have to 
import from a diversity of places.  No country produces enough oil to be independent.  But if you 
join the global barrel, then you’re dependent on that system where the United States and the 
OECD is the major player.  So say there was a crisis over Taiwan, your access to the global 
barrel could be cut off.  So there’s constantly this urge to try and find this independent way.  And 
that’s something that’s being worked out. 

 
However, it might very well be that the special role of international oil companies could 

diminish as national oil companies in many countries become more competent and produce their 
own oil.  That doesn’t necessarily put the Chinese companies in any better.  If the domestic 
companies become more competent, Chinese have almost as hard a time as any of the majors.   

 
Although for right now, the state is very cash-rich and can give inducements.  But that 

also might not be – (chuckles) – economically feasible in the long run.  I mean, it’s not the 
cheapest way to get oil, right?  So in any case, okay.  So well, that’s – that is the summary.  
Okay.  (Laughter.)  Always looking for more.  (Applause.)  

 
MR. DAREMBLUM:  Well, we have time for some questions and answers and taking 

advantage of being seated here, I’m going to ask – (chuckles) – a follow-up question to two of 
our speakers.  And this is for Jorge and for Luis, who mentioned Central America.  Of the five 
Central American countries, Costa Rica has a free trade treaty now with China.   

 
It has also obtained a number of benefits which are very visible, which is a national 

soccer stadium, brand new.  And then one of the China companies that Tom indicated has gone 
into a partnership with the Costa Rican oil refinery to build actually larger facilities to be able to 
supply refined oil to the rest of Central America.   

 
The other four countries – and I’m talking about Guatemala, Honduras, El Salvador and 

Nicaragua – keep their diplomatic allegiance with Taiwan.  So the question is this.  Looking at 
the fact that Costa Rica seems to be doing so well with China in terms of prospective or potential 
exports and different things, is it feasible or would you anticipate the economic elites in the other 
four countries pushing their governments to switch their allegiance to China and therefore, to be 
able to have also a free trade treaty with China? 

 
MR. GUARDIA:  Well, my answer is that it will be inevitable.  They will probably do 

that and I think it’s a matter of time when the rest of the Central American countries finally 
realize that having a commercial trade with mainland China would be more beneficial than 
maintaining its ties with Taiwan.  Taiwan is – compared to China is very little.  And I think that 
will happen eventually, Jaime.  And I think – my feeling is that at the end economics will prevail 
over politics and that they will eventually do the switch. 

 
MR. DAREMBLUM:  Thank you.  Luis? 



 
MR. RUBIO:  (Inaudible.) 
 
MR. DAREMBLUM:  Oh, okay.  We have our first – the microphones – the gentleman 

in the third who has the hat and then we’ll go to the first.  We would appreciate name and 
affiliation, please. 

 
Q:  Thank you very much.  Raghubir Goyal from India Globe & Asia Today.  I just came 

from the White House briefing, this fire going on in the Gulf of Mexico.  My question here now, 
how much the United States should worry about China’s expansion in the back door of the 
United States and as well as this oil now, maybe also human rights violation and also there is 
your Chinese expansion in supporting the military also in some of the countries in the area.  But 
how much do you think the U.S. should worry about China’s presence? 

 
MR. DAREMBLUM:  Tom? 
 
MR. O'DONNELL:  Should we just one at a time? 
 
MR. DAREMBLUM:  Yeah.  Go ahead. 
 
MR. O'DONNELL:  Well, if you see the numbers – there’s the talk and then there’s the 

numbers.  The actual weight of Chinese – and it’s interesting; they’re having extreme difficulty.  
They haven’t made a major contract with the Venezuelans after 10 years.  Now, it’s complicated.  
I mean, part of it is the dignity of each side that’s involved, how they’re – okay?  Part of it is 
commercial issues.  But there’s many other issues.   

 
Right now, you know, China’s policy for a long time has been not to cause any major 

collision with the Americans.  They have lots of problems at home and they don’t want any 
foreign affairs collision.  So it was quite unusual that they had a collision over, for example, over 
sanctions on Iran.   

 
But if you look into that – I wrote some op-ed on this – if you look into the details, what 

happens if the U.S. starts something with Iran, they lose half a million barrels a day.  And they’re 
really worried.  So the Obama administration has been weaning them from Iranian oil by helping 
the UAE and others to supply it.  Now, in the meantime, they’re throwing money in and 
investing before the sanctions come, okay?   

 
Now, the same thing in Latin America.  It’s very interesting.  They just – I should have 

mentioned.  The big deal in Venezuela is that they promised $20 billion, sort of, for – it’s very 
closely tied to oil, this money.  Right?  Insofar as you could figure out what it – it’s very closely 
tied to oil.  That’s what it’s really about.  I mean, I think from the Chinese point of view, they’re 
not there to make money on agriculture or building railroads.  Okay?  It’s about that. 

 
Now, the problem is if you think about developing the Faja of the Orinoco, that’s a huge 

project and it’s an integrated – many companies have to collaborate.  And it’s very complicated 
depending on the capabilities of different consortia.  How are you going to build the pipelines?  



How are you going to build these mini refinery upgrades?  Each run about $10 billion.  And then 
how do you get it to the coast?  It’s an integrated project.   

 
Now, there’s no way to build a project like that when right across the Gulf of Mexico, 

you’ve got Houston where you can get – that’s the cheapest place you’re going to get all this 
equipment.  It’s a huge amount of equipment.  It’s not going to be done at some – in my opinion 
– at some stage without heavy American involvement.  Even if it’s not Exxon and the producers, 
the service companies.  And the Chinese know this, too.  They’re going to give Chavez $20 
billion; they want to know that he’s not going to make trouble with the Americans. 

   
So it’s interesting that Ramirez – Rafael Ramirez came here during the energy and 

environmental summit and made a very – and the embassy made a very big splash of him 
meeting with Secretary Clinton and Secretary Chu and for the first time in six years coming here.  
And his message was we have nothing against the Americans coming.  Americans can come and 
make money, number one.   

 
Number two, we’re going to open transparency because you know there’s all this 

argument about how much oil we really make and we want to be transparent.  Now, who’s he 
reassuring?  (Laughter.)  I think he’s – actually, no I’m serious.  Like, I don’t know if it was the 
Chinese – probably the Chinese who told him – (inaudible) - okay.   

 
Or maybe it’s the other way around, I don’t know.  But it’s very important because it is 

difficult to see this forward without this.  And the reality is there’s a higher percentage of the oil 
income of Venezuela comes from the United States than before because these other projects that 
are – a lot of them are necessary in Latin America – building infrastructure and so forth – in 
principle.   

 
But the exports to the American market are a higher percentage now.  And so I don’t 

think the U.S. has a problem with this in general because anyone who wants to contribute to the 
global barrel, that’s fine – I mean, to the global amount of oil.  This idea of producing the oil 
separately, we’ll see how far the Chinese can get with that.  That’s a whole nother question. 

 
Q:  Yeah.  Qiao Chen (sp), freelance correspondent.  You three are really expert in your 

own field and you all three presented a very informative presentation.  I have lots comment, but I 
just give three major ones:  You talk on nationalize the company.  I think your countries should – 
all those countries should preface what happened in Europe.  You do the socialist capitalist there.  
America is going this way.  If we give Obama eight-year rule, he threatens the socialism, yeah.  
(Laughter.)   

 
And second is this:  All should have a One-China policy.  I am originally from Fukien 

province – South Fukien.  Taiwan people are from my place and my dialect is spoken in Taiwan.  
So you should have a One-China policy.  Taiwan and China to me really is one, yeah.  And I 
suggest you have some people-people – you create good people relation.  For example, you see 
China is so big, you can have a one province with one country.  So I call it province, country, 
city.  Yeah, thank you. 

 



Q:  Maria Perdie with – (inaudible) – Latin Intelligence.  I just came back from the Faja.  
And I heard a lot of rumors that there were members of the Iranian Quds Force helping protect 
the installations there.  I asked people to show me who these people were, where were the 
Iranians?  I couldn’t see any.  (Laughter.)  But – (inaudible) – I am not an anthropologist who 
can tell by the facial composition of somebody.  But nobody could point one to me.  However, 
some serious people said to me they are there.  Have you, Professor O’Donnell, find anything 
related to this? 

 
MR. DAREMBLUM:  He’s a nuclear physicist, not an anthropologist.  (Laughter.)   
 
MR. O'DONNELL:  Yeah.  My interest in Venezuela is solely nuclear.  No, I’m sorry.  

(Laughter.)  I happened to live down – for quite a while – down the street from the Iranian 
Embassy, by the way.  So I ran into – I would run into Iranians.  But not only there.  No, there’s 
– certainly there’s an Iranian presence in the country.  And it’s interesting, I think – I meet a lot 
of Iranian businesspeople or people – also people who are there building houses and so forth.  I 
know people who got contracts to build houses for PDVSA.   

 
And their concern was we got the houses built in so many towns, for this was our 

contract, part of the contract – for example.  They came to the university, people I know.  And 
they said, part of the contract was we have to build a community center in each place that’s 
appropriate to the – but to do this we need social research.  We’ll hire you to do social research, 
they said to them, but you’ve got to get it done in three months because we want to finish the 
contract.  Now, that’s not really the way business is done in Venezuela oftentimes.  But they 
seemed to be seriously – I mean, that doesn’t mean the government is not involved.   

 
There’s other people involved in other things, but there are Iranians there who are clearly 

trying to do business.  And what I hear from people in the oil sector, occasionally even the 
Iranian oil company would get quite upset that things weren’t going properly and would threaten 
to leave.  And then the Iranian minister would come and they’d make a deal and the companies 
would be happier.  There was this.  It’s difficult to get a feel for how those companies are going.  
Some are on paper and some are real.  They make cars, for example.  They are involved in boat 
construction and things like that.   

 
This other stuff about – I know Secretary Gates, who would know better than me I guess, 

told Congress recently, very recently that the Quds Force is apparently there.  I don’t know what 
this – and supposedly involved with the FARC or something.  I have no independent knowledge 
of this.  At the same time, one has to be careful because every overseas mission – I mean, we 
have Marines at every embassy.  So if someone would say, aha, they brought the Marines into 
the country, you know, you could – so you have to take it all with a grain of salt.  Okay?  And I 
don’t know. 

 
Q:  Vincent Yao from Taipei Economic and Cultural Representative Office.  I was going 

to respond to Mr. Chen’s comment, but he made his comment and left.  (Laughter.)  But I was 
still going to say that there are many in Taiwan who don’t really see China and Taiwan as one.  
(Laughter.)  And my question is for Mr. Guardia.   

 



In your conclusion, you said other countries in Central America should look to Costa 
Rica as a model and when China opens the opportunity and we should take the opportunity.  But 
my question is that whether or not you have conduct the research assessment how much China 
wants to have future agreements with the rest of the four Central American countries.  And do 
you have any kind of assessment that what will you benefit from signing a free trade agreement 
with China in the future?  Thank you. 

 
MR. GUARDIA:  Well, the answer to your question is, no, I don’t know.  I haven’t done 

any research and I have no information on whether mainland China wants to have agreements 
with these Central American countries.  I simply notice that the policy of the mainland China is 
towards opening its economy.  They want to have free trade agreements with many countries as 
they have stated that in official policy.  And I think that once they have signed an agreement with 
Costa Rica and knowing that Costa Rica has a long time free trade agreement with the rest of the 
Central America, I think it’s a logical thing to do in the future.  

 
The other reason I think why I think it would be beneficial for Central America is that the 

volume of trade, the volume of potential trade investments and other benefits from the relations 
between Taiwan and China probably is larger with China than with Taiwan.  And I also think 
that both merchants and investors will probably look into mainland China with more appetite to 
increase their business.  And the answer that I gave to Mr. Daremblum is that this will probably 
be a reality that will be pressed by entrepreneurial people rather than government.   

 
I myself have a lot of sympathy for Taiwan.  I have been there twice in my life.  And 

once invited by the government a long time ago.  And I think they are great people.  But again, 
the investors and the businesspeople will probably like to have more trade with mainland China.  
This is what I feel and this is what I think is going to happen in the future, regardless of what I 
want or you want or the politicians want.  I think it will be a reality that would impose itself upon 
the Central American countries.   

 
MR. DAREMBLUM:  The gentleman here on the left. 
 
Q:  Hello.  I’m Martin Arostegui.  I’ve been covering Latin America for the Washington 

Times for the past few years.  And the question I have for Mr. O’Donnell is you made the point 
that China is perhaps a little scared or perhaps pressures Venezuela not to irk the United States 
too much enough to cause a confrontational situation.   

 
But China is very important to Venezuela, so therefore, if indeed China is pressuring 

Venezuela not to create a confrontation with the United States, why doesn’t Chavez just change 
his tone altogether?  Is it because the pressure is not enough?  Is it because Venezuela doesn’t 
really care that much about what China says, so it’s more important for them to generate a 
conflict with the U.S.  I mean, Chavez just the other day, again, is ready to go to war with 
Colombia.  I mean, why doesn’t Chavez just change his entire tone, since he depends on China 
as a market for his oil presumably? 

 
MR. O'DONNELL:  Yeah.  I think this is a – it’s a good question.  It’s a complicated 

question.  Clearly, as I stated, the political economy is that Venezuela is very dependent on the 



United States and that’s not going to change.  There’s nothing in the program that’s going to 
fundamentally change that.  Even the involvement with China brings in the United States – or 
American companies in some way.   

 
So why?  I think that there’s a couple things:  There is this idea that’s common both to 

the Chavistas and to the opposition.  There’s a lot of common ideological or – well, one thing is 
that the world is running out of oil.  And therefore, the Faja of the Orinoco – which is this huge 
reserve, is, you know, almost the size of Saudi Arabia – is the last Coke in the desert, ultimate 
Coke in the desert.  And it’s the last Coke in the desert.  And no matter what – now, you can look 
at that two ways.   

 
The opposition will say that and say, see?  Our liberal opening was just the thing to do.  

We were going to make the American market dependent on us with buying Citgo and all this 
kind of thing through bringing in the American companies, we make a lot of money.  The 
Chavistas look at the same thing and say, and that’s why there – no matter who is in power right 
now, some day as the Middle East runs out of oil, they’re going to come for the last Coke.   

 
So you have to be careful, you know.  Just like they did with Iraq, eventually they’ll 

come for it.  And so starting from this what I think is a mistaken idea, this idea that there’s a lot 
less oil in the Middle East than there really is, it’s led to a lot of mistakes both by the old 
company and the new company in – (inaudible) – market stuff.   

 
Now, for Chavez, the thing with the United States is part of this is he – it’s something 

that he uses to unite internally also.  And that’s very important.  The thing is I have to tell you, in 
Venezuela, there’s, I mean, almost zero, I found – even amongst Chavistas – anti-Americanism 
in that sense.  I was at the – I’ll just tell you a story.  I was at the national oil company – invited 
to the national oil company.   

 
They had some internal meetings and somebody referred – used the word “gringo” and 

there was a whole buzz and after coffee, somebody came back and stood up and made the 
speaker apologize for using the word in front of an honored – you know, an invited guest.  You 
know, I wasn’t – (chuckles, inaudible) – in that way.  And this was in the new PDVSA.  So it’s a 
complicated thing.   

 
This resonates in a funny way.  It exists not in everyday life in Venezuela.  It’s not a 

personal thing.  It’s some formal thing with the leader of the United States that justifies his 
position and also, the U.S. has a history in the past of removing people that they don’t like in 
Latin America.  And this is really a very real thing for many people in Latin America that has to 
be recognized.  There’s a certain legitimacy to the fear of what might evolve in the future.  So 
it’s complicated. 

 
MR. RUBIO:  I guess you are also assuming that China has too much influence in 

Venezuela, which it doesn’t.  It’s a relatively small project relative to Venezuela’s size. 
 
Q:  (Off mike.) 
 



MR. RUBIO:  But that’s not the point.  The point is China is interested in Chinese issues 
and not in – 

 
Q:  How real – (inaudible)? 
 
MR. O'DONNELL:  How real are what? 
 
Q:  (Off mike.) 
 
MR. O'DONNELL:  You know, it’s a – like all projects in Venezuela, a small percentage 

are real.  (Laughter.)  No, it’s – and it’s not just this government.  Since the 1980s and the lost 
decade, the bureaucracy was decimated in a certain way.  The neoliberal shock was from the top.  
It didn’t build institutions from the bottom.  And the present government does the same – has a 
similar – although it wants to go around (ph), it did some similar things.  They really lack 
institutions to carry out projects. 

 
Q:  At one time they were going to build a pipeline across the Panama Canal. 
 
MR. O'DONNELL:  I’m sure that’s – if oil was – if sufficient oil starts coming, that’s a 

project that’s a reasonable project.  If you want to export the oil to China – if you look at the 
investment involved, you bring the ships there, put in a pipeline, bring it across.  It’s 45 days 
around the south and the problem is, do the ships come back empty?  You know, what do they 
come back with?   

 
So hey, Brazil, too, could become an exporter to the west.  Okay?  So a lot of these big 

grandiose pipeline projects that Chavez came up with going from the north to the south – it 
would actually be great for the infrastructure of Latin America.  But it’s beyond – the costs and 
the capacity – it’s beyond at present.   

 
MR. DAREMBLUM:  Okay.  The gentleman – 
 
Q:  Thank you.  I’m Carlos Echerria (sp).  That’s my name.  I’m a Costa Rican [96:07] 

for the invitation and it’s good to see Jorge here.  He’s one of the – probably the only economist 
in Central America with a real sense of humor.  (Laughter.)  So I am very, very happy to see you 
here.  No, my question – I have my comments regarding the Taiwan, China, Central American 
issue.  But I will – (inaudible, off mike) – but I will leave that for later, perhaps, because I have 
another question.   

 
Seems to me very clear that China is investing in Latin America, mainly in extractive 

industries that can benefit it and is not investing, as it has been the case traditionally – even with 
Asian companies like Japanese and Korean companies – investing in areas for the local 
consumption market or to export goods to third markets, to other markets, which is rather 
convenient, I think, to have that kind of investment.   

 
What are the – in your opinion, Dr. Guardia, what are the perspectives of China investing 

in other areas than extractive areas?  Do you see China doing that or with time when the 



resources – when the natural resources are perhaps gone, many of them, will they just withdraw?  
That’s my question. 

 
MR. GUARDIA:  Oh, that’s a big one.  I don’t know I have the answer.  But you see, I 

think that the Chinese investment in Central America, particularly in Costa Rica, as Jaime told us 
a few minutes ago, comes directly from the government and to the government as well.  And so I 
foresee a public investment in public works, infrastructure and this type of things.  I also think 
that the investment for the years to come, at least for some years, will probably be motivated by 
political reasons and negotiations as well.  And I think this would be eventually the same in the 
rest of the Central American countries.  

 
Now, the feeling I have is that the Chinese are very smart people.  And whenever they 

see an opportunity, they will go out and get it, like we have seen in the comments by my other 
colleagues.  You see, China is a country hungry for products, raw materials and even consumer 
goods.  Even they import whatever they can produce best, like rice or anything like that.  So I 
think the opportunities will be there.   

 
One of the things that I am beginning to note is that the Chinese people seem to be more 

flexible, more practical nowadays than motivated by ideological reasons.  So like my colleague 
here to the left said, you know, if they see an opportunity, they will probably not bother into the 
internal politics of a complicated country like Venezuela.  But they will still do business with 
them.   

 
In summary, what I think is that investment will probably go through official channels 

and in public works in Central America.  If there are opportunities, they will go for it.  Now, you 
say that once the resources are gone, they will go too?  No, I don’t think so.  I think they will 
continue doing the trade – international trade.  And this is also, you know, it’s like a fate for the 
world, you know?  We’re bound to continue doing international trade among each other or 
amongst ourselves even if we have different political values and political systems.  Trade is 
inevitable, I think.  Luis? 

 
MR. RUBIO:  I have two comments.  One is that in Mexico, there’s not a single 

investment in infrastructure – in the extractive industries.  Those that there are, which are not 
very substantive, are manufacturing plants all geared to the U.S. market.  So it depends on what 
you need and what you want and what you’re gearing to.   

 
The other is that if you look historically, your comment could have been made exactly the 

same for Germany or Japan or the U.S. or Britain in the 19th century.  And today they do – their 
level of development has moved to a totally different direction.  But they are simply at that level 
of the curve.  And in oil you can see it perfectly.  They will move eventually.  They are a trading 
nation today.  When their consumer market is satisfied, they will start doing something very 
different.  That’s sort of history, even though their pattern will be different given their size. 

 
MR. DAREMBLUM:  Well, one final question.  The lady over there.  Yeah, in front of – 
 
(Off-side conversation.) 



 
Q:  Kelley Currie from the Project 2049 Institute.  And mine’s a brief question.  In 

countries in Africa where Chinese companies and state-owned enterprises have moved in, 
they’ve been accused by the local countries’ populations of bringing in labor, displacing local 
labor markets and also destroying local markets with cheap consumer goods.  Are you seeing 
these trends in Latin America at all?  To what degree are they similar or how are they different? 

 
MR. O'DONNELL:  I mean, I saw some of that, for example, in Algeria when I – you 

know, as an OPEC country.  You could see, huge projects are built by Chinese laborers.  
Sometimes they’re actually prison labor, is what the claim was.  And they would go on strike and 
it could be interesting.   

 
But I don’t see that so much in Latin America.  There is a significant – certain significant 

immigration from China, but it doesn’t seem to be – my impression is it’s not the same character 
as in Africa, where – I understand that in return for certain deals and contracts, they also get 
numbers of visas that people can come there and build up a community that in the future will be 
semi-indigenous and be able to do business.   

 
But in Latin America, these same problems – Venezuela is trying to employ people.  

They’re not – I mean, the Chinese would like to bring – I talk to people from the Chinese oil 
companies; they’d love to bring their engineers and one vice president of one of the Chinese 
companies said – don’t quote me – anyway, he said, I’d love to bring my engineers.  I’d pay 
them more than I can pay these guys here.  And number two, I’d love to bring my workers; I’d 
pay them less than I pay these guys here.  (Laughter.)   

 
But Chavez won’t allow that, won’t allow this – and neither would Lula in that way 

because that’s not what it’s about, although it does create some jobs for Chinese who rotate back 
and forth – and back home, especially back home building the refineries.  So it’s not quite played 
out the same way as these problems – some severe problems in Africa.  

 
MR. :  No, no, no, no, no, no, no.  
 
MR. DAREMBLUM:  Gentleman there.  (Laughter.)   
 
Q:  Good afternoon.  My name is Brandon Muir from the International Republican 

Institute.  My question touches sort of from the perspective of countries in governments in Latin 
America.  Do you think they are going to be able to use the interest of China in the region as 
leverage or as a tool to leverage against the American interest, the U.S. interest in Latin 
America?  Specifically the development dollars that are going to these countries – is there a 
potential that that is used as a tool for leverage?  And as a follow-up, are there any countries that 
are already doing this effectively? 

 
MR. GUARDIA:  Let me answer, mentioning the experience we had in Costa Rica.  

When we were negotiating the free trade agreement with the United States, that was a big fight.  
And we had to go through a referendum and the yes for the treaty won by 2 percent – very, very, 
very tight discussion.  And then after that, it came the free trade agreement with China.  And all 



the left-oriented people that were opposed to the free trade agreement with the United States said 
nothing.  And it was very strange to me, you know?   

 
So the answer to your question would be the following:  Yes, I think the left-oriented 

people would be less against the free trade or an agreement with China than with the United 
States.  And I think in their hearts, they would be happy to see that countries, democratic 
countries are opening up their arms and their hearts – their minds, perhaps – to lift the countries 
who are, let’s say, in quotes, “communist countries.”  So I think this is an interesting political 
development now in our countries.   

 
MR. RUBIO:  I’d simply say that dynamic is not about free trade, but it’s not any 

different than anywhere else there.  There’s always a laggard anti-Americanism, but that doesn’t 
– at least in Mexico – doesn’t influence policy in any significant way.   

 
MR. DAREMBLUM:  Do you have a comment, Tom? 
 
MR. O'DONNELL:  This guy wants to ask a question so badly.  (Laughter.)   
 
MR. DAREMBLUM:  Yeah.  That’s going to be the last, last question.  (Laughter.)   
 
Q:  I’m Bob Hershey, I’m a consultant.  When the oil comes from Venezuela, it’s a 

heavier crude. 
 
MR. O'DONNELL:  Yes. 
 
Q:  Does China have to deal with that differently? 
 
MR. O'DONNELL:  Yes.  Yeah, I mean, everybody does.  (Chuckles.)  I mean, there’s a 

lot of – there’s refineries in Houston that are adapted to the traditional Venezuelan oil, which is, 
like, from Lake Maracaibo and so forth, that’s heavier.  And that capacity isn’t being used as 
much – which I asked one of the officials from Alberta, so why is this 900,000 – almost a 
million-barrel-a-day pipeline going to end in Houston?  He said, to use the capacity the 
Venezuelans aren’t using – (chuckles) – from Alberta.   

 
But no, the Chinese – that’s why – that is some rationale for having some sort of bilateral 

thing within limits.  They’re building refineries in China that can be – right now, the refineries – 
although Chinese have some heavy oil.  They have some heavy oil themselves.  But they have to 
build refineries if this oil is going to come there.  And they’re working – apparently working on 
that.  It’s been back and forth like all things with Venezuela, but – are working on it.   

 
But the whole issue of getting that oil into the market from the Faja, it means it has to be 

upgraded to a level that it can be accepted by normal refineries.  And in the Faja, my 
understanding is that’s one of the problems PDVSA has with giving a contract – one of the 
problems with – they don’t believe the Chinese have the technology to get it to the API that they 
want it at.  And maybe they have to – why don’t you guys get together with Total?  Things like 



this.  So there’s complicated issues and you have to judge by knowing the technical things.  
These are certainly issues. 

 
MR. DAREMBLUM:  Well, I thank you very much for being here this afternoon.  And 

let’s give a round of applause to our panelists.  (Applause.)  Thank you. 
 
(END) 
 


