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VENEZUELA

68. NECESSARY LEGISLATIVE AND 
GOVERNMENT MEASURES 
IN VENEZUELA TO RECOVER 
ITS OIL INDUSTRY FOR THE 
PURPOSE OF HANDLING A LONG 
DUE ECONOMIC RECESSION IN 
THE MIDDLE OF THE COVID-19 
WORLDWIDE CRISIS

Simon Herrera Celis  1

Abstract

alongside an economic recession that now has to cope with a new factor 

called the Covid-19 pandemic. To this end it is paramount to understand 

the context in which the pandemic crisis came to the scene in the oil 

The legislative and government initiatives that have to be put in place 

available means to recover the path towards economic development and 

1 
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process. Moreover, the legislative reform establishing incentives to the 

Keywords: Oil legislative reform, macroeconomic plan, private 

I. Overall view of the Venezuelan oil industry and 
decisions needed to be made

of the state-owned corporation Petróleos de Venezuela (PDVSA), and a 

the legislative oil reform is sanctioned, the Venezuelan government has to 

execute a comprehensive upstream, midstream and downstream business 

opportunities and new enterprises in which up-to-date technologies 
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PDVSA

 

2. Due to 
these sanctions, PDVSA and other Venezuelan government agencies are 

assistance from U.S. citizens and residents. In fact, the United States does 

not recognize the government of Venezuela that handles the national oil 

Instead, the United States, Brazil, Canada, the United Kingdom, France, 

of this complex environment, along with international depressed oil prices 

arguing3 4. 

has been since the 1920s, being as it is one of the oldest Petro-states in the 

world due to its historic dependence on oil revenues.

2 

aspx (Consulted on June 12, 2020). This matter has to be reviewed under U.S. federal 
 

 

3  
2020/covid-19-is-accelerating-the-move-to-renewables (consulted on June 7, 2020).

4 See: https://www-bloomberg-com.cdn.ampproject.org/c/s/www.bloomberg.com/amp/ 
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II. A restructuring plan is required for the Venezuelan 
oil industry

together with the appointment of a Presidential Commission, in order 

5. Two months later, new appointments were 

 

was declared.

6, even though we cannot 

7. The 

proposal would also consider ending a large list of PDVSA’s non-oil 

business activities and focusing on the core business. If it is true and is 

 

5 

Venezuela No. 41,825.

6 Reuters was a major media outlet reporting on PDVSA’s conceivable restructuring 

restructuring-that-would-elevate-private-partnerships-idUSKCN22A3BB (consulted 
on June 9, 2020)

7 
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III. A legal and tax oil reform is necessary

This has been the governing constitutional principle following Venezuela’s 
8, even though private investments 

upstream joint ventures. Such reform has to consider the reduction 

should be established in Venezuela, as an independent governmental 

in countries such as Brazil, Mexico and Colombia-, in order to set the 

international biddings, assign and supervise contracts and licenses, and 

worldwide have become a popular means of promoting free competition 

the exploration, extraction, gathering, initial transportation and initial 

le 

8 

Simón Bolívar, dated October 24 of 1829, which decree assumed the Spanish colonnial 
legislation set out under the Mining Ordinances for the New Spain dated April 27, 
1784. See: Hernández G., J.I., El pensamiento jurídico venezolano en el Derecho de los 
hidrocarburos, Editorial Jurídica Venezolana, Caracas, 2016, p. 18.
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in which the State’s participation as shareholder is greater than 50%. As 

projects evidencing the need of private participation. Since 2017 about 

half of Venezuela’s crude oil production has come from joint venture 

projects, and the proportion of produced oil from joint ventures has been 

in order to have a better understanding on how PDVSA and the joint 

Several laws enacted in the period 2001–2009 would have to be 

abrogated or amended to allow major private participation and control in 

i. 9. This 

ii. Law for the Regularization of Private Participation in Upstream 

Activities10. This legislation put an end to operating services 

agreements in 2006.

iii. 

Sharing Agreements11. This legislation terminated strategic 

in 2007.

9 

Venezuela No. 38,493.

10 

Venezuela No. 38,419.

11 

Venezuela No. 38,632.



829

Legal Responses to COVID-19 Around the World

iv.  
12. This legislation included 

additional provisions on the termination of strategic associations 

v. Law Reserving Certain Goods and Services Related to 
13. This legislation prohibits 

private service companies since 2009 from performing 

some oil related activities, such as gas and water injection, 

gas compression, as well as transportation activities in the 

vi. 14. This 

legislation prohibits since 2008 private participation in the 

Furthermore, we must highlight that the Organic Gas Law in 

force15

amended to attract new investments.

With a legal and tax reform the government would be able to use 

agreements and pure services agreements for upstream activities. The 

current low oil prices.

12 

Venezuela No. 38,785.

13 

No. 39,173.

14  
of Venezuela No. 39,019.

15 

Venezuela No. 36,793.
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The bigg

of two confronted legislative bodies in Venezuela, evidencing the long 

quarrel between government and opposition forces. There is a National 

-which also controls PDVSA, but excluding its subsidiaries in the U.S.-. 

held in December 2020, and the termination of the National Constituent 

To date, it appears that the government and the opposition both 

have legislative agendas with the purpose of attracting foreign investments 

U.S. sanctions have deterred most of the western hemisphere companies 

sanctions. The pandemic has aggravated the situation in what was to 

for Venezuela’s resurgence.
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with major creditors, and the design of a downsizing plan to cut down 

program due to constitutional restrictions and a constitutional reform 

licenses, and selling of assets, along with revenues arising from its own 

operated activities.

The restructuring of PDVSA has to be accompanied with a 

V. In sum: The Venezuelan oil industry requires private 
investors playing key roles to boost the local economy

economic perspectives, but Venezuela will go for an extended quarantine 

period up to September 7, 2020 according to Presidential Decree  
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No. 4,26016. The national government has now issued four extensions 

 

about it. Along with attracting oil private participation with a new legal 

and tax regime for the oil sector, PDVSA has to transform itself into a 

it is our opinion that the macroeconomic plan and the oil reform have to 

notwithstanding that legislative and government actions are needed to 

citizens, institutions and businesses.

Caracas, August 2020.
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