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Global insider: U.S. - Mexico energy deal sets important precedent 

 

In March, the Mexican Senate ratified an agreement with the U.S. governing the exploration 

and development of transboundary oil and gas reserves in the Gulf of Mexico. In an email 

interview, Duncan Wood, director of the international relations program at Mexico’s 

Autonomous Institute of Technology and a senior associate in the Americas program at the 

Center for Strategic and International Studies, discussed the U.S.-Mexico transboundary 

energy agreement. 

 

WPR: What is the history of energy cooperation between the U.S. and Mexico? 

 

Duncan Wood: Since the nationalization of Mexican oil in 1938, the relationship between the 

two countries in energy matters has been sensitive, to put it mildly. Whereas Mexico has been 

one of the United States’ largest crude oil suppliers, and the U.S. in turn is far and away 

Mexico's largest market for oil, open collaboration between the NAFTA partners beyond exports 

has been restricted. This is largely due to Mexican sensitivities over sovereignty, the 

contentious history of U.S. oil firms' involvement in Mexico prior to nationalization and the 

constitutionally mandated monopoly in oil production in Mexico granted to the state-owned 

energy company Pemex. Any public statement by a United States government official or oil 

executive has traditionally been greeted with charges of foreign interference by Mexican leftists 

and nationalists. 

 

There have, however, been a number of examples of cooperation over the years. In the 1990s, 

Pemex and Shell went into business together in the United States, sharing the ownership and 

operation of a refinery in Deer Park, Texas. This boosted Pemex's refining capacity and 

enabled it to collaborate with a large international oil company (IOC) outside of Mexican 

territory. Within Mexico, Pemex has long used important contractors such as Halliburton and 

Schlumberger to help discover and extract oil without surrendering ownership. In gas, Mexico 

is an important supplier of natural gas to the United States through crossborder pipelines. 

 

In the 1990s and 2000s, close cooperation among the U.S. Agency for International 

Development, U.S. research labs and the Mexican government led to progress in renewable 

energy development in Mexico, and there is currently a bilateral working group negotiating the 

question of crossborder electricity transmission. During the existence of the Security and 

Prosperity Partnership, Mexico, the United States and Canada discussed energy issues in the 

North American Energy Working Group, but this initiative fizzled out with the demise of the 

partnership. 

 

WPR: What brought about the recent agreement between the U.S. and Mexico to 

cooperate on energy exploration in the Gulf of Mexico? 

 

Wood: The history of this agreement goes back to the 1970s. After negotiations in the United 

Nations over the International Law of the Sea, the two countries came together to determine 

ownership of resources found in the border region of the Gulf of Mexico that were beyond their 

respective 200-mile exclusion zones but entirely surrounded by them (thereby not qualifying 

as international waters). In the late-1990s the two countries agreed to a 10-year moratorium 

on exploration and drilling in order to allow the negotiation of a settlement. 

 

Mexico's 2008 energy reform legislation called on the Calderon administration to seek a 

solution to the issue, and when the 10-year deal expired in 2009 the two governments agreed 

to work toward a binding deal. In the first year of the talks, the parties engaged in a process of 

information exchange, discussing standards, emergency-management procedures and existing 

seismic data. This data exchange, it is vital to recognize, was not aimed at establishing what 

resources might exist in the region, but rather what geological structures might exist, thereby 

giving clues to potential oil fields. In 2010, Presidents Barack Obama and Felipe Calderon 

committed to a negotiated transboundary agreement, and both sides agreed on an extension 

of the 1999 moratorium for four more years. Official negotiations were concluded in December, 

and the treaty was signed on Feb. 20, 2012. 

http://www.laht.com/article.asp?ArticleId=491609&CategoryId=14091
http://duncanwood.tumblr.com/
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WPR: What is the likely political and economic impact of increased U.S.-Mexico 

energy cooperation? 

 

Wood: The transboundary agreement is an exciting new departure for Pemex and for U.S.-

Mexico cooperation. First, it gives Pemex access to much-needed oil reserves in the border 

region that were previously restricted. These reserves are estimated to be upward of 9 billion 

barrels. Second, it allows Pemex to work directly in partnership with the private sector, foreign 

firms and particularly IOCs to extract the oil -- arrangements prohibited to date. Third, the 

agreement sets a precedent for further transboundary talks with Cuba in the eastern section of 

the gulf, where Mexico again shares potential reserves. 

 

For U.S.-Mexico cooperation, the deal is highly significant, less for the oil involved than for the 

precedent it sets. Rather than rivals, in this area the United States and Mexico are partners in 

oil exploration and production. The lack of political opposition to the deal within Mexico 

demonstrates that the traditionally inflammatory nationalistic rhetoric of political forces on the 

Mexican left has diminished in recent years, as a consensus emerges over the pressing need to 

reform the oil sector. 
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