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1. Introduction

The below ground potential of Argentina’s shale oil 
and gas reserves is enticing for companies and inves-
tors – the country may have the second largest shale 
gas reserves and fourth largest shale oil reserves in the 
world. But the above ground risk is a significant chal-
lenge for exploration and development. That risk is a 
structural one, embedded in the nature of Argentine 
democratic politics and expressed in the unilateral and 
erratic behavior of Argentine governments. The result is 
an extremely low level of transparency and credibility in 
Argentine energy policies.

So how can one explain and evaluate the contemporary 
level of investment and activity in Argentine shale? Oil 
has taken front seat and Vaca Muerta’s production more 
than tripled in 2014 Q1 over 2013 Q1, mainly due to the 
YPF-Chevron output from the Loma Campana area, 
which rose from 4,200 barrels a day to 12,800.1 Is the 
level of activity surprisingly high, given the well-docu-
mented and clearly demonstrated risks associated with 
government incentives? Or is it surprisingly low, given 
the geologic endowments of the country, the devel-
oped infrastructure for exploration and commercializa-
tion of gas and oil, and the obvious need for increased 
production in the face of years of $10+ billion imports 
of fuel imports? Answering that question will help us un-
derstand the future pace of development of Argentina’s 
shale gas and oil potential.

1   Pablo Gonzalez, ”Argentine Bid to Replicate U.S. Shale Boom 
Boosted by Oil Majors” May 21, 2014 Business Week

2. History and drivers of natural gas produc-
tion

Argentina had been an important regional exporter, 
supplying Chile, Brazil and Uruguay from the 1980s to 
2004. But in response to the economic collapse of 2000-
2001 the government of Eduardo Duhalde (2002) froze 
public service rates (including that of electricity gener-
ation and transmission) in 2002; Nestor Kirchner (2003 
- 2008) and then Cristina Fernández de Kirchner (CFK, 
2008 – present) imposed price caps on the domestic 
market that were devastating to investors. In response, 

companies diverted domestic supplies to exports; the 
government countered by increasing taxes, imposing 
quantitative limits and ultimately breaking contracts in 
a failed effort to keep the domestic market supplied. 
With the export market significantly reduced (exports 
declined from a peak of 274bcf2 in 2004 to 15bcf in 
20103), and the domestic market unprofitable, compa-
nies dramatically cut back on E&P. Between 2003-2010 
energy prices declined by almost 30% while oil and gas 
production fell by 12% and 2.3%, respectively;4 in 2011 

2   Cubic feet can be converted to standard cubic meters by divid-
ing by 35.3.

3   Energy Information Administration (EIA), Argentina 2012 U.S. 
Department of Energy, p. 9

4   Abigail Wilkinson “Government will up sector intervention” - 
analyst – Argentina” Business News Americas
February 8, 2012
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gas production dropped 10% from its peak in 2006. To 
maintain its domestic popularity the government kept 
prices uneconomically low in the domestic market and 
shut down industry for days to keep homes heated or 
air-conditioned when demand soared -- supply shortag-
es reached 40% of demand.5 

The government began importing LNG in 2008  and 
signed a 20-year contract with Qatargas for five million 
tons per year of LNG beginning in 2014 when ENAR-
SA’s Floating, Storage and Re-gasification Unit (FSRU) is 
expected to be completed. 6 The CFK government tried 

to raise domestic consumer prices in the past, but failed, 
though it appears to be following through this time on 
its March 2014 announcement that prices would rise 
significantly this year in a series of monthly increases. 
7 The government also issued Federal Decree 929 in 
2013 to stimulate incentives for both conventional and 
unconventional hydrocarbon production by raising the 
domestic price of oil and gas, permitting repatriation 
of some profits after certain levels of investment and 
production had been reached, and offering a price of 
U.S. $7.50 MM/Btu for new gas supplies.

The current drivers in Argentina shale exploration and 
production, however, are not simply market supply 
and demand. Oil and gas are not only the property of 
the nation in Argentina, they are considered “a basic 
resource for economic growth and the development 
of the country.” This view is widespread and not unique 
to the party supporting the government of President 
Cristina Fernández de Kirchner. For example, the Senate 
supported nationalizing YPF 63 - 3, with 4 abstentions 

5   EIA, Argentina 2012 p. 6

6   “Qatargas will provide Argentina with LNG on a 20 year supply 
agreement” MercoPress.com July 1, 2012

7   Marcelo Canton, “Las tarifas del gas. Un tema explosive. En el 
bolsillo.” August 30, 2014 Clarín

and the House voted 207 – 32, with 18 abstaining.8 The 
nationalization left 49% of YPF shares in non-Argentine 
government hands, but because the act declares that 
it is in the public interest for the country to achieve 
self-sufficiency, the legislation sets a context and a 
mechanism for direct state control over the company 
and the sector.

Federal government policy restricts currency outflows, 
meaning that companies with profits in the country (e.g., 
Chevron, Dow, Wintershall, Exxon and Madalena) cannot 
convert their pesos into dollars and take them out of 
Argentina. Inflation is running at about 35% and in the 
recent past the government has seized bank accounts, 
pensions, and private companies, as well as renegotiated 
government bonds at a fraction of their original value 
(this does not refer to the current ‘technical default’ 
on its foreign debt). Consequently, a company would 
prefer not to keep their Argentine pesos in cash or buy 
government debt in pesos, which makes investing their 
Argentine profits in Argentina an attractive, if not ideal, 
option. Factor in non-transparent contracts between the 
provincial and federal governments on the one hand, 
and private companies on the other, and the opacity 
associated with investment decisions increases. Gaz-
prom interest in Argentine shale may be Vladimir Putin’s 
compensation for Argentina’s willingness to buck the 
international sanctions the U.S. and the EU are imposing 
on Russia for its behavior in the Ukraine crisis. (Argentina 
has announced that it will sell agricultural products to 
Russia to replace lost imports.)

The combination of these factors strongly suggests that 
the drivers of today’s investments in Argentine shale 
have less to do with the commercial expectations of the 
reserves than with specific macroeconomic government 
policies and special deals that companies are making 
with the government.

8   Ken Parks, “Argentina’s Congress Approves YPF Takeover Bill” 
Wall Street Journal May 4, 2012; “Argentina Congress approves take-
over of YPF” BBC News May 3, 2012; “Argentina’s Senate votes for
repatriation of Spain’s YPF” The Telegraph April 26, 2012

“In 2013 the government
issued Federal Decree 929 to
stimulate incentives for both

conventional and
unconventional

hydrocarbon production”



A
rgentine Shale D

evelopm
ents – O

n Track?
2014/3 ISG

&
O

J

3. Current state of play in Argentina’s shale gas9

Though the first shale hydrocarbon discoveries date 
from the end of 2010, the current rate of shale explo-
ration is approximately similar to that in 2012, after a 
decrease in 2013 as companies reacted to the uncer-
tainty introduced by the nationalization of Repsol/YPF. 
Apache, which had the second largest exploration rights 
in Neuquen (second to YPF) and was one of only two 
companies to have continued their exploration pace in 
2013, sold its Argentine assets to YPF in 2014 for $800 
million. Petrobras, the other company, unsuccessfully 
attempted to divest its Argentine holdings in 2013, but 
sold a stake in one Neuquen field in January 2014 to YPF 
and is purported to be offering four fields now. In June 
2014 Gran Tierra Energy sold its entire Argentine assets 
to Madalena, which increased its Argentine portfolio. 
In addition, Americas Petrogas holds licenses to a large 
area in the Neuquen basin which it acquired before the 
interest in shale began, yet it has not begun exploration. 
These companies do not appear to find the opportunity 
costs of speculating on Argentine prospects worthwhile, 
given their options elsewhere.

But a number of other companies have stayed, and new 
ones appear interested. YPF holds most of the shale 
acreage that has been licensed to date, and YPF has 
75% of wells drilled in Vaca Muerta, 90% of the shale 
oil produced to date and 80% of the shale gas, so until 
auctions for new acreage begin (Neuquen initiated one 
in May 2014) most companies are limited to partnering 
with YPF or farming-in to the few existing independent 
projects.

Chevron has been the biggest player in Argentine shale 
after YPF. The company signed a controversial agree-
ment with YPF a day after the passage of Federal Decree 
929 to invest $1.24 billion in exploring for shale oil in the 
Loma Campana Block. 82 wells were drilled and produc-
tion began in February 2014, producing about 20,000 

9   Information in this section taken from Laura Atkins, Hart Energy 
Research & Consulting, July 1, 2014 E&P http://www.epmag.com/
item/Argentinas-Vaca-Muerta-Shale_135145  accessed August 29, 
2014; Rodrigo Orihuela, “Petrobras Said to Take Argentine Field 
Bids Next Month” August 18, 2014 Bloomberg News; Andrew 
Baker, “Madalena Energy’s revenue up 135% following Argenti-
na acquisition” August 28, 2014 Business News Americas; Peter 
Byrne, “Bill Newman: Get Over Your Fear and Go for Black Gold in 
Argentina” May 8, 2014 The Energy Report  http://www.theener-
gyreport.com/pub/na/16008?s=pdfqt-23468  accessed August 
29, 2014; Gastón Gerassi, “Vaca Muerta ¿cuáles son los actores 
involucrados?” July 2014, http://frackingargentina.org/2014/07/va-
ca-muerta-cuales-son-los-actores-involucrados/  accessed August 
28, 2014; “YPF foresees higher crude oil, natural gas output in 2014” 
May 12, 2014 Business News Americas; and “FACTBOX-Who’s who 
in Argentina’s Vaca Muerta shale play” March 28, 2013 Reuters 
Chicago Tribune

barrels per day in May. Chevron announced a second 
phase for the partnership in which it will invest another 
$1.6 billion and drill another 170 wells in 2014. 

Shell Argentina’s subsidiary O&G Developments pro-
duced 465 barrels a day in March 2014 at its first horizon-
tal frac well in the Sierras Blancas area of Vaca Muerta; it 
has a total of four wells in production and is drilling two 
more. Shell partners here with Medanito (25%) and Gas y 
Petróleo del Neuquén (10%). Shell announced that it will 
invest $500 million in unconventional drilling in 2014, up 
from $170 million in 2013. 

Exxon Mobil entered Argentina’s upstream with the 
purchase of eight blocs in Neuquen after YPF’s initial 
drilling in 2010. The company invested $250 million in 
shale exploration in 2012, drilled five wells in 2013 and is 
currently exploring in six blocks in Neuquen. It has a to-
tal area of 880,000 acres net and 1.2 million acres gross. 

Total operates independently of YPF and had been the 
largest gas producer in Argentina until YPF purchased 
Apache’s assets. In shale, Total had 13 exploratory oil 

wells operating in 2013 (seven in Vaca Muerta) and plans 
to drill another 12 in 2014. Total partners with Shell in the 
Rincon de la Ceniza block. Total will also operate its first 
unconventional gas project in Aguada Pichana this year.

Dow Argentina, a subsidiary of The Dow Chemical Com-
pany which has a gas-starved petrochemical joint ven-
ture in Argentina, associated with YPF to develop the El 
Orejano block. Four exploration wells have been drilled 
and another 12 are planned for this year. Once devel-
oped, Dow gets a 50% share of project (though it puts 
in 2/3 of the investment) or its $120 million becomes a 
five year loan (no terms of loan disclosed).
A number of smaller companies have drilled a few wells 
in the Vaca Muerta basin as well: Americas Petrogas, 
Madalena Ventures, and EOG Resources. Azabache owns 
acreage but apparently has not yet drilled. Pan Ameri-

“Government policy is
presently favorable for

investment, but lacks credibility
so the shale boom in Argentina 

can’t be taken for granted.”
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can Energy (PAE, 60% BP + 40% Bridas Corp [50% Bridas 
Group & 50% CNOOC]) has the Lindero Atravesado 
block in Vaca Muerta. It announced plans to invest $500 
million at the end of 2013, but apparently has not yet 
drilled. Wintershall has partnered with GyP de Neuquen 
on a number of blocks, but no drilling is reported yet.

Petronas signed an MOU to work with YPF in an area 
just northwest of the Chevron-YPF Loma Campana field. 
Gazprom has had discussions with YPF and will be send-
ing technical teams to evaluate Vaca Muerta sites. The 
Argentine firm Pluspetrol agreed this year to invest $217 
million in a partnership with YPF in Vaca Muerta shale 
where Apache had been exploring.

4. C onclusions 

Current investments cannot be taken as indications that 
the shale boom is beginning in Argentina. Government 
policy is presently favorable for investment, but lacks 
credibility. The lack of credibility of any government 
policy in Argentina, no matter the government, contrib-
utes to an evolving governance structure that pushes 
investors to focus on operations that can produce the 
highest returns in the shortest period. The signing of 
an agreement is no guarantee that it will be developed 
to its potential. Argentine federal and provincial gov-
ernments have developed tools to seize investments 
that do not perform to its expectations and have used 
them against private companies as well as against other 
nations’ NOCs. Even today, the government, angered by 
perceptions that Shell engaged in a conspiracy against 
the Argentine peso, has called for cancelation of Shell’s 
licenses under the pretext that it has not invested 
sufficiently in developing those resources.10 And the 
governor of Chubut province did take away licenses 
from an associate of CFK’s government under claims of 
unpaid taxes for three months,11 most likely as retaliation 

10   “Piden investigar a Shell y a los bancos por la devaluación” 
May 7, 2014 Clarin; “Neuquén salió a cruzar a De Vido por atacar a 
Shell” August 18, 2014 iECO http://www.ieco.clarin.com/economia/
Neuquen-cruzar-Vido-atacar-Shell_0_1195680679.html accessed 
August 30, 2014

11   “Buzzi le quitó un área a Báez” August 16, 2014 Clarin

against the federal government’s efforts to reform the 
hydrocarbon law in ways inimical to provincial interests. 
12 The federal government has pressured the three major 
hydrocarbon producing provinces who oppose the new 
law by diminishing its financial support for their provin-
cial budgets.

The upside for the industry could be that these 
non-commercially-stimulated investments today can 
reveal more of the country’s shale potential. Once 
government policies reform, that knowledge could help 
stimulate greater interest in Argentine shale. 

Although this government strategy can stimulate drilling 
and reveal information about reserves in the short term, 
its very success reinforces Argentine politicians’ and the 
public’s perceptions that government can set the terms 
and demand high rent appropriation and be successful. 
The traditional Argentine model of unilateral govern-
ment control has produced booms in the recent past, 
but they were unsustainable, economically and politi-
cally. Thus although companies may be waiting for the 
Presidential election in 2015 in hopes of more market 
friendly policies, whoever wins is unlikely to alter the 
country’s dependence on unilateral public policy that 
adjusts easily to the ever-changing winds of Argentine 
politics.

12   Author’s interpretation. Pablo Gonzalez, “Argentine Provinces 
Said to Unite Against YPF License Bid” May 16, 2014 Bloomberg 
News


