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The history of oil in Mexico and Venezuela is a story of economy, politics, and society throughout the twentieth century.  However, the development of oil production and trade in these two countries took divergent paths.  While both nations are natural resource based economies, oil has been the most important natural resource for understanding changes during the twentieth century.  Oil as a focal point for studies of Mexico and Venezuela goes much deeper than national politics.  It delves into the complexities of the world economy, interplay between national governments and multinational corporations, and to the core values of nationalistic ideals within these countries.  Aside from gold, in the history of the world no natural resource has been so coveted, so valued, and so fought over as oil.  Oil is the most recent story of Mexico and Venezuela.  By exploring oil’s history, the histories of these two nations also emerge, not solely through an economic lens, but also through the eyes of political intrigue and social change.  The expropriation of oil has not been the catalyst for change nor the product of it.  Oil through Mexico and Venezuela has been fluid in perpetuity, literally and symbolically, and the actions taken because of it caused these two nations to have divergent stories of oil expropriation.

Historiography

Latin American history, as every historical discipline, has evolved over the duration of its lifetime.  Latin American history has been continuously changing theme but has remained primarily focused on political, diplomatic, and economic history.
  These topics were spurred on significantly through an increased interest in Latin America through the 1960s.  However, as John Johnson points out, there were many strides that the discipline still had to take.  He identifies three problems that plagued Latin American studies: country specific studies, skepticism of peaceful evolution in democratic states, and fragmentary political studies that ignore deep currents and don’t correlate with empirical evidence.
  Equally important is the emphasis placed on economic history.  “The recent era has resulted in the neglect of nonstatistical [sic] evidence…in part because data relating to foreign trade are more readily available…to the neglect of domestic determinants to economic change.”
  This paper attempts to break these traditional setbacks of study for Latin America.  By examining Mexico and Venezuela a broader picture of Latin America, political studies can provide insight into deeper currents, particularly of United States involvement, and foreign trade can assist in filling the gap that domestic evaluations of economies leave behind.
Mexico
Mexico’s history has been one of revolution.  Since the days of colonization by the Spanish and occupation by both France and the United States, Mexico has seen periods of stability and instability.  Lorenzo Meyer describes the economic situation of Mexico from 1810-1910 as “one of endemic anarchy.”
  According to Meyer, not until the middle twentieth century has Mexico been a consistently stable country.  It is not ironic though, that the expropriation of Mexican oil took place relatively close to the periods of turmoil and unrest that the rest of the country underwent politically and socially.  Yet the exploitation of oil began earlier than the twentieth century.


Meyer describes the Mexican oil industry in four steps.  The first occurred from 1901-1910 during the Porfiriato which saw little production and marginal growth.  The second phase from 1911-1921 was the most prosperous time for the oil industry in Mexico; 1921 saw the greatest production of oil in Mexico’s history, never to be outdone.  The third phase from 1922-1932 encountered serious decline in profits and production while the fourth stage from 1933-1938 saw a mild rebound before expropriation.

However, the earliest recorded exploration into Mexico’s oil began in 1863 with a joint effort between the United States and Mexico.  However, for the next two decades no significant exploration took place.  In fact, there was no actual need for the United States to be in Mexico and obtain oil.  During the late 1800s and early 1900s the United States was producing enough of its own oil, but worldwide demand was steadily increasing.  It was also opportunistic for the United States to begin expansion into Mexican oil fields as they were “the natural geographic extension of the Texas oil fields.”
  The first firm in Mexico, Waters-Pierce, an opponent of the Standard Oil Company, was established in the 1880s.  It was not intended to discover oil but to create refineries to process oil from the United States.


The first entrepreneur to refine Mexican oil was Edward L. Doheny, referred to as the Oil Baron of the Southwest
 by Martin R. Ansell.  Doheny’s attempts boomed as Mexico was under Porfirio Diaz who highly encouraged foreign investment into the country.  Weetman D. Pearson, an Englishman, also began the British contingent of oil production around the same time as Doheny; the two worked together but also were rivals while representing their native countries’ national interests.  Victims of their own success, the larger national companies of Standard Oil and Royal Dutch Shell bought out the work of Doheny and Pearson, incorporating these companies into their larger conglomerates in 1925.  Yet because of the efforts of these two men in 1901, the commercial activity of oil was progressing well and by 1908 experts had predicted that a boom was imminent.  No taxation from the Porfirio government encouraged growth and foreign investment and the discovery of new fields near Verazcruz in 1910 and 1911 made the prediction a reality.  A sharp increase in production occurred.  The new reserve “coincided with the start of assembly-line production in the automobile industry and the advent of World War I.”
  This spurred on the boon that Meyer describes as the second phase in Mexican oil for two reasons: Middle Eastern and Venezuelan oil had not yet been fully developed and there was a worldwide fear of oil shortages.  Mexico quickly rose to prominence and prestige as an oil producing country.


The Mexican Revolution in 1910 should have halted, or at the very least, slowed the outflow of oil from Mexican soil.  However, in a time of turmoil and unrest, the oil industry was untouched.  The heart of the oil industry near the Gulf of Mexico was unscathed by the revolutionary forces that were prevalent throughout the rest of the country.  The important producing regions of Tuxpan and Tampico also had “revolutionary protection” from the troops under General Pelaez.
  However, after the revolution in the Mexican Constitution of 1917, foreign oil companies
 and the Mexican government began to have difficulties in cooperation.


The main controversy came from the rights of land ownership.  The Petroleum Law of 1901 granted concessions to companies who discovered successful wells in the form of exclusive rights and ownership of surrounding lands.  Furthermore, the executive branch of government was allowed to make these concessions without recommendation by the other federal bodies.  The Mining Law of 1909 also stated that subsoil minerals or reserves belonged to the owner of the surface land.
  Before 1910, Diaz, as seen previously, granted additional concessions much to the delight of foreign oil investors.


Oil investors were dismayed by Article 27 of the 1917 constitution which was a direct challenge to the traditional practices that they had enjoyed for nearly two decades.  Land reforms that benefited investors were revoked and minerals in the subsoil were once again property of the state as was the policy before the reforms of Porfirio Diaz.  Article 27 states:

The ownership of lands and waters…is vested originally in the nation…[the nation] shall at all times have the right…to regulate the utilization of natural resources which are susceptible of appropriation, in order to conserve them and to ensure a more equitable distribution of public wealth…in the nation is vested the direct ownership of all natural resources…all contracts and concessions made by former governments since the year 1876…are declared subject to revision...

The article is self explanatory and a death knell to the pocketbooks of the oil companies.  The prospects for the companies were not all negative; as long as they supplicated to Mexican authority they had the right to remain on Mexican soil, but were also denied the rights of appeal.


A debate raged over the active state of the Constitution, as to whether it was retroactive for already established oil companies.  In 1918 President Carranza had assured the oil companies that Article 27 would not be retroactive but went back on his promise “as a facet of his running confrontation with the United States government.”
  This dispute was not settled until 1920.


In 1920, General Obregon overthrew President Carranza and made the same promise to the United States that Carranza had, yet refused to sign it officially into treaty.  As a result, then United States Secretary of State Charles Hughes refused to recognize the sovereignty of Mexico.  After three years on August 31, 1923, the United States entered into the Bucareli Agreement which brought the tensions to an end, at least for awhile.


The hard-line stance against the intervention of the United States continued through 1925-1928 in which American companies were limited in their activities in Mexico.  However, by 1927 the worst scenario for Mexican oil occurred: oil was being sought after elsewhere.  Unstable political conditions, foreign exploration and home findings in the United States decreased the importance of Mexican oil.  Demand and production hindered the Mexican economy.  In 1922 oil taxes generated 88 million pesos for the government; in 1927 the figure dropped to a meager 19 million pesos.
  Though by 1928 Mexico had established some stability in foreign relations, the damage had been done and Mexican oil production would no longer reach the levels it had attained in the 1920s.


In 1934 Lazaro Cardenas rose to the presidency of Mexico.  The economy was still in a rather battered shape.  Foreign investment in Mexico totaled near 3.9 billion pesos while the entire GNP totaled only 4.5 billion pesos.
  Yet Cardenas was an activist for reform.  He started with agricultural tasks that concerned American cattle and produce companies.  President Franklin Delano Roosevelt recognized the right of the Mexican government to expropriate these lands but did request compensation in return, which the Mexicans granted.  In 1937 Cardenas expropriated the railroads as well.  Yet the real task remained: tackling the oil companies and their hegemony over Mexico.


Despite the attempts of the 1917 Constitution and Article 27, it was rarely enforced.  The oil companies held their ground with the backing of the United States.  However, Cardenas was no fool and now had the popular support of the people.  He struck at the hearts of the Mexicans in 1936 by advocating for labor unions and the rights of workers and did so legally under Article 123 of the Mexican Constitution.
  The oil companies once again took a hard-line stance against the demands of the labor unions which advocated for social benefits, improved working conditions, and a 27 percent increase in wages.  The companies refused to comply and appealed to the Supreme Court of Mexico.  Denied their appeal on March 1, 1938, the companies agreed to acquiesce to the demands of the unions on March 16, but by then it was too little and too late.  Two days later on March 18, Cardenas publicly issued the decree of expropriation.  Yet, this tumultuous story of Mexican oil expropriation is quite different from the story of Venezuelan oil expropriation.  

Venezuela
Exploitation of Venezuelan oil began directly following World War I.  Initial development was conducted by the British, but American companies, backed by the full support of the United States government, soon followed and became the main player in Venezuelan oil.  In 1918 oil appeared as an export in Venezuelan state records and in 1929, Venezuela was the largest exporter of oil worldwide.
  This was largely due to the dictatorship of Juan Vincent Gomez and his encouragement of foreign investment into the oil business.  


The introduction of the oil business into Venezuela was conciliatory to the foreign investors.  Many concessions were made to stimulate growth and to attract the business that Venezuela now realized it could receive.  Bribery and corruption were the words of the day during Gomez’s leadership; strikes for better wages and working conditions were crushed by the military and friends of Gomez often dealt with the foreign oil companies themselves, not through the state.  However, the oil business boomed in Venezuela, growing exponentially until the world depression in the 1930s.


With the depression came a drop in Venezuelan state revenue.  An $83 million revenue in 1929 dropped to $57 million in 1932.
  Gomez could no longer hide the corruption within his own administration nor handle the growing unrest of the public and asked Gumersindo Torres, Minister of Development, to start on a crackdown of the oil companies.  Relations between Venezuela and oil companies intensified in 1932 when Torres accused companies of sketchy bookkeeping and hiding royalties owed to Venezuela.  Unable to appease both sides, Gomez fired Torres.  However, the stage had been set for the policies and agreements that would follow for the next 30 years.


The death of Gomez in 1935 ended not only the dictatorial reign but also the silence that had settled on the debates of oil policy.  Gomez’ corruption and under the table dealings were soon made public and action was taken by the Venezuelan supreme court to rectify compensation and loss.  Many of Gomez’s contracts and arrangements were overturned much to the chagrin of oil companies, which strongly opposed and protested any new actions, particularly new taxes and royalty payments.  However, by the late 1930s, the petroleum market was again on the rise and oil companies were more concerned with the acquisition of new lands being conciliatory in their approach to Venezuelan terms.  “In sum, the oil companies were ready and willing to start over again on more solid ground.”
  Foreign oil companies were also anxious to settle terms in Venezuela to not repeat similar expropriation in Mexico, as Venezuelan nationalism was also on the rise after the death of Gomez.


Medina Angarita, who ascended to the presidency in 1941, took a similar stance to policies of the government during the 1930s, but was in a unique situation during World War II.  While oil was in high demand for the war effort, the lack of funding stymied economic growth.  With Europe closed off to foreign oil because of the German war machine, revenue for the state dropped 22 percent, oil production 35 percent.  Medina had no choice but to concede to the demands of foreign investors.  New terms were established that the oil companies had a clear hand in, gaining rights for the next 40 years and favorable terms in respect to the acquisition of new developmental lands opposed to increased royalty payments.


However, there was opposition to the soft stance on oil companies that Medina appeared to have taken.  Juan Pablo Perez Alfonzo and members of the Accion Democratica Party (AD) attacked this stance on the companies and believed that the oil companies should be paying more to the Venezuelan government.  In 1945, Alfonzo got his chance.  After a coup removed Medina, Romulo Betancourt also a member of AD, was promoted to the presidency and Alfonzo was named as the Minister of Development.  There was much fear from the oil companies that attempts would be made to expropriate and nationalize oil production, as many of the reforms that the military junta took were quite radical.  However, for all the talk that Alfonzo had conducted previously, the new government’s stance on oil remained rather conservative.


In his own papers, Betancourt explains the conservative approach to the oil companies.  First, Betancourt makes it clear that expropriation was not the goal; Mexico’s situation was much different than Venezuela’s.  Second, both Betancourt and Perez realized the importance of oil to the Venezuelan economy.  Betancourt describes the scenario saying, “we…were hanging by the single thread of oil.”
  There was no way that expropriation could have taken place even had Betancourt and Perez desired it.  Had Venezuela expropriated the oil companies during the post world war period, the companies would have boycotted the nation.  This would have been the death of the Venezuelan economy and the Betancourt administration because of the simplicity of the quote above, the single thread of oil.


However, progress was made for not only Venezuela, but other petroleum rich countries as well.  The 50-50 principle was established in 1948 which allowed the government to claim 50 percent of the oil companies’ profits.  This was quickly supplemented by the Additional Tax which allowed for 50 percent of that revenue as well for all over realized profits.  Iran, Saudi Arabia, Kuwait, Bahrain, and Iraq all adopted this policy and framework by 1952.
  More importantly to the Venezuelan people, the government was able to draw up the first “collective labour[sic] contract with the 40,000 oil workers then employed in the industry.”
  This was not just a victory for the Betancourt administration but to social change as well.  Further ground work was laid as concessions to oil companies were halted and in 1948 a plan for a national oil company was in development.  However, the military dictatorship that took over in 1948 ended this plan.


This new dictatorship under Marcos Perez Jimenez, however, did much to increase the profits that Venezuela was receiving from the oil companies.  Renegotiation did occur through this time period and the oil companies did recover some of the ground they lost during the Betancourt administration.  While the state may have suffered from the actions under Jimenez, oil itself was booming.  By the mid-1950s, Venezuela was securely an oil producing nation.  Two thirds of the government revenue was oil related; the traditional agricultural base of Venezuela had all but disappeared and the economic health of Venezuela was now permanently tied to the world oil market.  Yet Betancourt would get another chance.


In 1959, Betancourt once again found himself as the head of the state in Venezuela, but the situation was much different.  The economic health of Venezuela was faltering because of the Jimenez dictatorship and the world market for oil had changed significantly.  Foreign oil companies accustomed to dealing with a cooperative dictatorship once again had to face a fierce nationalistic population.  Companies had to abide by new, unfavorable tax laws and their resistance inspired the creation of the Corporacion Venezolana del Petroleo (CVP) in 1960.
  Yet this first attempt at a state run corporation remained dormant because of an overwhelmed and undemanding world market.  The price crisis inspired Betancourt and Perez Alfonzo, the Minister of Mines, to open communications with the Middle East and initiate the formation of the Organization of the Petroleum Exporting Countries (OPEC).  On September 10, 1960, OPEC was formed by Venezuela along with Iraq, Iran, Kuwait, and Saudi Arabia, “which together supplied more that 80 percent of the petroleum moving in international trade.”
  Unfortunately for Perez Alfonzo, OPEC nations were not willing to cooperate with Venezuela’s goals of production regulation. 


Venezuela’s relationship also strained with the United States in the 1960s new economic policy favored the importation of Mexican and Canadian oil rather than Venezuelan oil.  This strike at the Venezuelan industry, when most Venezuelan oil was shipped to the United States, and when the market was down, became another problem for the Betancourt Administration.  By the time Raul Leoni ascended to the presidency in 1964, he inherited all of the problems that the Betancourt presidency had not resolved.


Leoni, also a member of AD, instituted a massive overhaul of the tax system that was essentially derelict in Veneuzuela.  The Compromise of 1966 was landmark in the aspect of prices; the government abandoned its policy of non-intervention in the day-to-day operations of oil, a large step into the eventual expropriation.
  This again strained relationships with the oil companies but they once again agreed to a series of five year stipulations to keep their own profits coming.  The Leoni administration was able to smooth over many of the outstanding problems that had persisted in earlier years, but the new relationships were more complex and politically charged than ever before.  


On March 11, 1969, Rafael Caldera, a member of the opposition to AD, the Comite de Organizacion Politica Electoral Independiente, (COPEI) inherited the problems of Venezuelan oil.  Initially supported by the oil companies as a moderate and conciliatory candidate, his tone changed at the end of 1969 when oil became the principal topic in Venezuelan political struggles.
  The process of policymaking, not the policy itself, underwent a shift away from the executive branch and to the legislative branch of the government.  Unfortunately for Caldera, a hostile and unified AD senate was against his administration.


However, Caldera had multiple items on his agenda involving oil: new service contracts, tax reform, and price control.  “While Venezuela’s congress grappled with the 1970 tax reform, still another conflict over petroleum was brewing behind the scenes…the deterioration of oil production facilities and the depletion of proven reserves” and the oil companies were unwilling to invest in new development.
  Yet by this point in Venezuelan oil’s history, the Venezuelan government had enough legality to force their hand in price controls and new or revised taxes.  Bills regarding Venezuelan oil were still scrutinized carefully, but legislation emerging during this time was mostly favorable.  These bills were crafted during a time when Venezuela lost not only its international clout with OPEC, but with the United States as well, which now favored relations and trade with Mexico and Canada.


Caldera who became increasingly unpopular with the people lost in a landslide election in 1973 to Carlos Andres Perez, an AD candidate.  However in his last address to congress, Caldera “urged his successors to nationalize the petroleum industry posthaste.”
  Andres, while initially appearing to lean toward the favor of the oil companies, took a stance that called for the nationalization of the oil industry in the immediate future, and in 1976, Venezuela officially expropriated foreign oil for itself. 


World opinion on Venezuelan oil did not plummet after the expropriation as it did in Mexico.  Venezuela had learned, just as the oil companies had learned, to avoid the complications that followed the Mexican oil expropriation.  Venezuela did suffer because of the lack of technology in the oil industry, discussed further in this paper, and also because of the fluctuations in the oil markets themselves during the 1970s and 1980s.  While not perfect, Venezuela’s oil expropriation went much smoother than Mexico’s expropriation.
Natural Resource Economies
The question still remains as to why these countries took such divergent paths in their road to oil expropriation.  While perhaps a truism, Joseph Grunwald still makes the important observation that, “petroleum is of extraordinary importance to the economy of Latin America.”
  Yet this quote downplays the damaging nature that natural resource economies like Mexico and Venezuela can undergo.  There are fundamental problems of structure and economics that, when not addressed properly, plague resource heavy countries’ future for development and sustainability.


There are four general structural problems in the exploitation of natural resource economies: profits are not reinvested within the country, infrastructure is specialized, not generalized, the ratio of wealth to population is disproportionate, and the fluctuation of demand causes instability of labor.


The problem of reinvestment stems from the vertical integration that most oil companies had in Mexico and Venezuela.  With companies owning the wells, transportation and refineries, the only wealth that these countries received was from wages paid to workers or from the tax revenues imposed.  The irony is double sided though, as the wealth that does trickle into the economies of these countries would not have been possible without foreign capital and exploitation in the first place.  This capital does not flow into the domestic economy for a variety of reasons: local production, financial intermediation, and market size.
  A dwindling of any of these three factors will stop capital from benefiting the natural resource country.


Specialized infrastructure works well for the oil companies that rely on it, yet this design decentralizes roads and rails.  “In short, the transportation and communications system will tend to be outward oriented.”
  As a result of this kind of infrastructure, countries must adapt their ways of life to it.  Consequently schools, hospitals, police, and fire are all designed to fit the needs of the industry, not of the populous.  This stems into the problem of wealth and distribution of the workforce.  While oil industries generate large amounts of revenue and workers were decently paid, their workforce makes up a miniscule percentage of the population.  This in turn creates a disparity of wealth and a paradox of poverty and prosperity.  The idea of specialized infrastructure furthers this notion, particularly because most natural resources are in remote or relatively uninhabitable areas and further separates those that benefit from resource exploitation and those who do not.


The final concern of structural problems is the nature of supply and demand.  While instability has been mentioned previously, the problem of expansion is and oversupply threatens to lower prices.  This concern from both sides limits the ability of natural resource economies and binds them to the world market through their foreign investors, not on their own accords or merits.  Both countries suffered from this dilemma. 


Contrarily, Victor Bulmer-Thomas offers his own views on natural resources in Latin America.  He refers to the “commodity lottery” which is intended to direct the reader to understand that different resources must be handled and viewed differently in both of their requirements for input and demand.
  The differences of input commodities varies depending on the amount of investment needed in an industry before it becomes profitable; oil being a machinery-heavy industry requires much capital to start.  Similarly demand plays a significant role.  Mexico and Venezuela did not have monopolies on the international oil market which was constantly shifting, not static.  These two factors in demand must be remembered when understanding the expropriation models of these two countries.


Bulmer-Thomas goes on to describe “three mechanisms [that] are particularly important in the export-led growth machine: capital…labor, and the state.”
  While capital has already been analyzed above, labor and state have not.  Labor refers to the domestic markets of countries.  Labor forces with unskilled workers make transferring profits into the domestic economies difficult.  A lack of skill generally translates into a lack of high wages.  Moreover, companies that require skilled or specialized labor generally pay higher wages.  These wages are then transferred into the local domestic economies.  Oil prospecting, drilling, and production are labor intensive, but not quality intensive.  Thus wages remained low and the flow of capital continued its trickle out of the countries.


The role of the state is also crucial in determining the export-led industries.  As seen in both Mexico and Venezuela, the primary way of profiting from oil companies were taxes.  These taxes are critical in maintaining and balancing growth.  Too little taxation will throw an economy off balance with overproduction and flooding the market, hurting the economy in the long term.  Too high taxation can hinder exports and create stagnation of commodities.  


All of these problems inhibited both Mexico and Venezuela to some degree evident in their histories as oil exporting nations.  The principal difference between the two nations was that Mexico had many natural resources while Venezuela had only one developed natural resource; Mexico had more resources on which to survive economically, while Venezuela relied almost exclusively on its oil production for economic health.


Both countries experienced similar problems with capital and its flow around, not into, the countries.  Multinational corporations followed the models that both Grunwald and Bulmer –Thomas have explained.  Factors of foreign investment and a low demand, small domestic market for oil hindered any chance of large benefits aside from tax revenue.  


Specialized infrastructure was also a problem for both countries.  The problem herein lies with geography.  As with all natural resources, location determines the investment and willingness of investors to develop industries.  Mexican oil fields near the port city of Veracruz really only benefited that part of the area.  Yet as previously mentioned, Mexico had a distinct advantage over Venezuela, diversity of resource income.  By 1914, British and American investment into Mexican railroads and various industries had already reached upwards of 4 billion dollars.
  In contrast, investment in Venezuela was a diminutive 145 million dollars.  This diversity of resources in Mexico helped to lessen the impact of specialized infrastructure; oil companies could already use existing rail and communication lines, but no such advantaged laid in Venezuela.  Venezuelan oil was located primarily in the southern region of Lake Maracaibo, essentially a wilderness in the 1920s.  The specialization of infrastructure was harsher because Venezuela lacked previous development.  The development oil companies undertook was strictly for prospecting, drilling, and transportation, domestic purposes were nonexistent.


Infrastructure problems also emerged within the oil companies themselves dealing with modernization.  Mexico and Venezuela experienced the problem of modernization at opposite ends of the spectrum.  In 1938 when Mexico expropriated oil companies, the following years were incredibly difficult.  The United States imposed embargos on trade and encouraged other countries to do the same but the trying challenge was the inexperience of Mexico to run its own company.  “The country’s course of development up to that time had not allowed for the preparation of national technicians who could now step in and run the oil industry.”
  The problem was not necessarily modernization but rather the fact that it never had the chance to develop.  


Venezuela experienced the near opposite.  By the time that expropriation occurred in Venezuela, the oil industry had been established for half a century.  After 50 years and with the establishment of their own national oil company, Venezuela had the capability to take the reins of ownership.  However, the difference in problem came from the lack of technology and reluctance of foreign oil companies to upgrade antiquated equipment.  The first comments by Carlos Andres after his election were clear:

…we run the risk that our industry, owing to the failure to incorporate new techniques in the absence of appropriate investment and maintenance, will rapidly deteriorate, so that when concessions are given up, we will find ourselves with outworn equipment and an obsolete technology…we need…technical resources…

It was in the best interest of the companies to keep technology out of the Venezuelan oil infrastructure because of the growing fear of expropriation.  However, by not doing anything to solve the lack of modernization, the same result occurred.


Where these countries diverge in path is largely the role of Bulwer-Thomas’ final two factors in natural resource economies: labor and state.  Mexico’s oil expropriation had almost nothing to do with finance or land but was rather an issue of labor; expropriation had just as much to do with Article 123 as it did with Article 27 of the Mexican Constitution.  While this is not the issue of labor as Bulwer-Thomas describes it, the dispute is much different from Venezuela.


The state and its politics were the issues in Venezuela, not labor.  Politics and oil were synonymous in Venezuela.  Platforms would often revolve around candidate positions and their stance for or against oil companies.  It is worth noting that all the Venezuelan presidents mentioned, Betancourt, Leoni, Caldera, and Perez, took moderate and rather complacent stances while running for office, yet took nationalistic steps after achieving office.  In the election in which Andres, an AD candidate won, COPEI “repeatedly charged that AD’s campaign was being subsidized by the petroleum interests.”
  This is largely the case, but it also seems perfectly legitimate.  Politics and oil had been intertwined in Venezuela from the first prospects in 1927.  Power over and among the oil companies stemmed from the presidency, bribery and concessions followed.  Venezuela’s story of oil was one of corruption within its own government rather than an ignorance of labor and its issues.

Multinational Corporations
The common factors linking these two countries are the multinational corporations.  These corporations also evolved throughout the twentieth century, changing and adapting to the oil situations in Mexico, Venezuela, and worldwide.  Understanding these corporations lends greater insight to the causes and effects of expropriation.

Multinational corporations have one goal, to make money.  “The developing countries are by no means repeating the history of the developed countries;” developed countries used developing countries for their own purposes.
  The means of attaining this goal vary, as seen in the paths taken for oil production in Mexico and Venezuela and these reasons caused an eight point list of grievances often complained about by Latin American countries.  The list consists of the following about multinational corporations: size and economic power, violation of the Enemy Act of 1917 and the Export Control Act of 1949, antitrust legislation, a buy-American policy, rights of ownership, acquisition of foreign corporations, neocolonialism, and a lack of reciprocity.
  Of this list, the two most relevant to Mexico and Venezuela are the rights of ownership and neocolonialism.  These issues have been discussed above but warrant a closer examination.

While expropriation was based on land rights and labor disputes in Mexico, the underlying motivation for the Mexican government was the issue of national sovereignty.  The argument for expropriation was nothing short of a government enforcing its own constitution and ensuring its own rights to exist as an independent nation despite the attempts of multinational corporations to control it.  While ownership, rights to property, and labor were the public reasons national sovereignty was the goal.

This trend of nationalism is what caught the multinational corporations off guard.  Pure profits were the goals of the corporations; regards for labor and taxation were abided by to the minimal degree or not at all.  This drive for profits is seen in the production data for Mexico after 1921, the peak year for oil production.  The table below
 shows this continuing drive for profits.
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Despite the peak production year of 1921, the corporations continued to search for more oil to make a profit.  The current oil fields were rapidly becoming dry with a panic exploration in 1925 with 810 wells drilled, yet only 298 successful, a marginal 37 percent.  By 1929, the fields had been tapped and the corporations gave out on hope of discovering new sites.


This lack of concern for the economic and social health of Mexico propelled the desire for the expropriation of oil.  Blindsided by this act, the multinational corporations lost their holdings throughout the country and while their attempts to embargo Mexican trade hindered the Mexican economy in the short term, their quest for profits ultimately brought them down. 

The oil corporations had learned their lessons in Mexico and did not want to repeat the same process of expropriation again.  Venezuela then became the product after the experiment of foreign oil holdings within Mexico.  As a result, oil companies became intertwined with the political scene in Venezuela and took a vested interest in the country.  Yet the multinational corporations had a distinct advantage in Venezuela that they did not possess in Mexico, Venezuela’s reliance on one resource.  This aspect of neocolonialism was the most difficult task for the multinationals, “the most serious task…is how to establish partnership in host countries” without the appearance of a colonial attitude.
  The multinational corporations succeeded only marginally at this task.

The concessions granted to the oil companies and their close ties with the AD in Venezuela allowed for amiable relationships to continue, yet the corporations ended up being too lenient in their attitudes toward Venezuela.  The persistence of the Venezuelan government to keep earning concessions in their own favor and the failure of the oil companies to take a hard-line stance against unresolved tax issues encouraged Venezuela to seize the oil fields for their own.  While it was still a calculated risk in the international market because of their dependence on oil, their experience in dealing with the oil companies gave them enough confidence to proceed with expropriation.  In essence, there was no real risk for the Venezuelan government; if anything, expropriation appeared to be the natural next step in an evolution of its own oil production and development.

Conclusion
It is important to remember that while these corporations did exploit oil, they were still used by Mexico and Venezuela for nationalistic gains.  Despite all the problems that the multinational corporations brought, the revenue that the Mexican and Venezuelan economies generated from taxation was still national profit.   Yet these two nations took very different paths on their way to expropriation.

The different political situations of each nation made for different backgrounds.  Revolution in Mexico and the desire for neo-liberalism obstructed the goals of the multinational corporations in their complete control of the oil industry.  Venezuela’s tumultuous government should have been similar but the consistent policies on oil despite the different administrations allowed more flexibility in the oil companies’ role in politics.

The geography and “commodity lottery” of each nation also played an important role in expropriation.  Mexico could afford to run the risk of expropriation and international backlash because of its multiple resources.  Venezuela could not afford this risk and took the steps of expropriation much later because of its one resource.

The lynchpin multinational corporations did not understand these factors.  The only motivating factor for them was profit.  While oil was prevalent in both nations these factors spurred on the divergent paths.  That is why oil is neither the catalyst nor product of change but the conduit through which change occurred.  Oil has caused men and nations to take a variety of actions; Mexico and Venezuela show the types of paths that oil has created.
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