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Executive Summary

“Proved” reserves are an economic, not geological, concept: Venezuela’s headline 300 billion—barrel
figure was largely booked during the 2007-2012 high-price period and is highly sensitive to oil prices,
costs, and assumptions.

Most of Venezuela’s reserves are extra-heavy Orinoco crude, which is capital-intensive, slow to
develop, difficult to refine, and structurally discounted, making Venezuelan barrels among the costliest
to produce but lowest-priced to sell.

Venezuela lacks capital, skills, diluents, and infrastructure, making production growth slow, risky, and
uncompetitive.

Because production is long-cycle, low-margin, and exposed to political and operational risk, global
majors favor faster-payback assets elsewhere, leaving Venezuela structurally uninvestable regardless
of sanctions.

Venezuela’s output has fallen from over 3 million bpd in the 2000s to around 1 million bpd today,
despite vast reserves, due to mismanagement, underinvestment, sanctions, and the hollowing out of
PDVSA.

Lifting output to ~1.5 million bpd might be achievable with $10-20 billion, but pushing materially
beyond that would require around $115 billion in long-cycle investment with uncertain returns—
especially in a structurally oversupplied global oil market.

In an oversupplied, low-price environment shaped by OPEC+ easing, U.S. and Latin American output
growth, and energy-transition headwinds, Venezuelan oil—high-cost and heavy—cannot materially
shift global balances or attract large-scale investment.

Unlike ExxonMobil and ConocoPhillips, Chevron stayed through nationalization, contract renegotiation,
and sanctions, preserving joint ventures, infrastructure, local staff, and legal standing—giving it
operational continuity no other U.S. major has.

Venezuela's oil revival will require PDVSA involvement, making joint ventures unavoidable; Chevron’s
long-standing presence, experience operating under U.S. licenses, and alignment with Washington
position it as the only U.S. major able to scale production quickly if conditions allow.

Venezuela enters any transition with massive sovereign, PDVSA, Chinese, and arbitration liabilities,
sharply constraining policy space and ensuring that recovery will be slow, legally complex, and fiscally
binding rather than a rapid reset.

Growth and social gains were tied to high oil prices rather than diversification or productivity; when
prices fell, sanctions, hyperinflation, and institutional decay followed, leaving any future oil revenues
likely to service debt and claims rather than finance development.

Venezuela’s opaque but massive liabilities—estimated around $170 billion across bonds, PDVSA debt,
bilateral loans, arbitration awards, and arrears—are far beyond what an $80 billion economy with a
narrow export base can service, making deep restructuring unavoidable and ensuring that future oil
revenues risk being absorbed by creditors rather than supporting recovery.

Venezuela owes Chinese entities an estimated $10-20 billion under legacy loans-for-oil arrangements;
Beijing is focused on protecting these sovereign claims and securing a role in any debt restructuring,
while Venezuelan crude—only ~4% of China’s imports even at peak—is easily replaceable and
secondary to debt recovery.
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Why Venezuela’s Vast Reserves Are Economically Misleading

Headline reserve figures often obscure more than they reveal, because “proved” oil reflects shifting economic
assumptions rather than the volume of barrels that can be realistically and profitably brought to market.

Proved oil reserves are commonly defined as deposits that are deemed economically feasible to extract under
prevailing market, economic, and operating conditions. Crucially, this makes reserves an economic concept
rather than a fixed geological fact. Reserve estimates can change if new discoveries are made, extraction
technologies improve, or price assumptions shift. Under current classifications, Venezuela’s proved oil reserves
exceed those of the United States by more than four times (Figure 1).

Figure 1: Proven Oil Reserves (2020)
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Source: Energy Institute, Statistical Review of World Energy

For this reason, headline reserve figures warrant careful scrutiny. The key questions are how these reserves
were classified, when they were revised, and under what economic and technical assumptions. What is
considered “proved” oil at high prices can quickly become uneconomic when prices fall. Venezuela’s current

headline reserve figure of roughly 300 billion barrels was largely established during the 2007—2012 period, when

global oil prices were exceptionally high (Figure 2).

Figure 2: Venezuela’s Reported Proved Oil Reserves Over Time

Measured in billions of barrels. Proved reserves is oil that we know with reasonable certainty can be recovered in the future under existing
economic and operating conditions. This can increase over time as new reserves are discovered, or more become economically recoverable. The
large rise in Venezuela's proved reserves over time is based on a classification of the Orinoco Belt as a proved reserve. The Orinoco Belt has very
heavy crude oil that can be expensive to extract and process.
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This highlights a critical distinction between technically recoverable oil and economically recoverable oil. Extra-
heavy crude requires continuous capital investment across the entire value chain: specialised production
methods, steady supplies of diluents, upgrading facilities, and access to complex coking refineries abroad. Each
stage increases both upfront capital expenditure and operating costs, while extending project timelines. In
practical terms, a Venezuelan barrel is not only more expensive to produce; it is also far more exposed to price
volatility, infrastructure bottlenecks, and policy risk than most alternatives on the global cost curve.

Furthermore, Global majors prioritize 'short-cycle' assets, projects that pay back quickly—or high-margin
discoveries. Production in Venezuela is “long-cycle.” Once developed, fields produce for decades, unlike U.S.
shale, which offers quicker payback. As a result, companies will require confidence in Venezuela’s long-term
political and contractual stability before committing large amounts of capital, especially since returns would
accrue well beyond the current political cycle.

This largely explains why majors such as ExxonMobil view Venezuela as structurally uninvestable, regardless of

sanctions. Beyond legal and institutional frameworks that U.S. companies regard as inadequate and corrupt,
Venezuela's reserves themselves do not reliably translate into revenue. Venezuelan extra-heavy crude (often
below 10° API) suffers from a structural 'profitability squeeze.' Because it is difficult to refine, it trades at a
significant discount to lighter benchmarks like Brent or WTI. Consequently, Venezuelan barrels are among the
most expensive globally to extract and upgrade, yet they command some of the lowest market prices. For
international operators, this creates a dangerously thin margin that offers no buffer against the country’s
massive operational risks.

Venezuela’s dramatic reserve reclassification during the 2005-2014 oil boom illustrates how sensitive proved
reserves are to price assumptions. As prices surged, large volumes of previously marginal Orinoco crude were
rebooked as economically recoverable, driving official reserves from roughly 80 billion barrels to more than 300
billion barrels. When prices later fell and investment conditions deteriorated, the economic rationale for these
classifications weakened sharply,yet the headline reserve number remained unchanged.

Why Venezuela Cannot Produce Oil in Line with Its “Reserves”

Despite holding the world’s largest officially reported reserves, the country has failed to turn underground
wealth into sustained production. Output has collapsed from roughly 3.5 million barrels per day in the 1970s,
and over 3 million bpd as recently as the early 2000s, to about 1.1 million bpd last year. In November, production
fell to just 934,000 bpd, less than 1% of global demand. This decline reflects operational failure, not reserve
depletion.

With sufficient investment, however, Venezuela could produce significantly more. It pumped around 3 million
barrels per day two decades ago and nearly 2.5 million as recently as 2016. While it is unlikely to rival Saudi
Arabia or Russia, over time production could approach levels seen in countries such as Canada or Iraqg.

The key issue is economic viability. Scaling Venezuelan production would require enormous upfront investment.
Existing fields and infrastructure could be rehabilitated with relatively modest investment—roughly $10-20
billion—adding perhaps 500,000 barrels per day within a few years and lifting output to around 1.5 million

barrels per day. Pushing production meaningfully beyond that would require developing new fields and could
cost around $115 billion, with uncertain payback even under favourable assumptions. In a market entering

structural surplus, Venezuela is not a marginal supplier capable of tightening balances; it is one of the most
expensive and risky sources of incremental supply in an already well-supplied global oil market.

Most of Venezuela’s reserves lie in the Orinoco Belt and consist of extra-heavy crude that is costly to extract,
energy-intensive to process, and usable by only a narrow set of refineries. Production requires continuous
capital, skilled labor, power, diluents, pipelines, upgraders, and export infrastructure—most of which Venezuela
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no longer has. PDVSA has been hollowed out by politicization, underinvestment, corruption, sanctions, and brain
drain, making even the maintenance of current output difficult.

Restoring production would therefore be slow and expensive. Heavy oil extraction is capital-intensive and
technologically demanding, with cost structures closer to shale but without the institutional stability, financial
depth, or service ecosystem that make shale viable in the U.S. The remoteness and poor infrastructure of the
Orinoco Belt further raise upfront investment needs and delay output gains.

Figure 3: Oil Production, Thousands Of Barrels Per Day
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Source: IEA
Global Oil Market and Venezuela’s Impact

Discussions around Venezuela often abstract from the broader oil market cycle. Yet in the 2026 horizon, global
supply-demand dynamics matter far more than country-specific political shocks in determining whether
Venezuelan production can materially affect prices or investment decisions. In 2025, oil prices were driven
primarily by geopolitics rather than fundamentals. Prices were elevated early in the year amid Middle East risks
and China’s accumulation of strategic reserves. By mid-year, expectations of a potential Russia—Ukraine peace
process and partial sanctions relief shifted the market toward surplus, pushing prices close to five-year lows.
Toward year-end, Venezuela-related shock, including the arrest of Nicolds Maduro, temporarily lifted prices
again, but the move proved short-lived.

2026 is shaping up as a year of structural oil oversupply. Global supply is projected to rise by roughly 2.1 million
barrels per day, while demand growth is expected to reach only about 800,000 barrels per day, keeping
sustained downward pressure on prices. Most banks expect Brent in the $55—62 range, levels that undermine
high-cost upstream investment.

This imbalance reflects the unwinding of OPEC+ cuts, strong output growth from the U.S., Brazil, and Guyana,
slower global growth, and structural demand headwinds from the energy transition. Against this backdrop,
political developments in Venezuela are unlikely to materially affect the global oil balance, even under optimistic
assumptions.

Price risks are asymmetric: sanctions relief or geopolitical easing could push Brent into the low $50s, while
tighter OPEC+ discipline may offer only temporary support. With U.S. shale breakevens near $60 per barrel and
a history of heavy losses, Venezuela’s capital-intensive heavy crude is even less likely to be profitable in a
sustained low-price environment.
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Chevron’s Structural Advantage in Venezuela

U.S. majors have the capital and technical expertise to help revive Venezuela’s oil sector, but political and
institutional constraints matter. PDVSA remains a potent national symbol, and excluding it risks future backlash.
Joint ventures that align state and foreign interests are more realistic than a full handover to U.S. firms.

Chevron stands apart. Unlike ExxonMobil and ConocoPhillips, it never left Venezuela after the 2007 contract
renegotiations. It still produces roughly 200,000 barrels per day through joint ventures, retaining local staff,
operational knowledge, and infrastructure. Exxon and Conoco exited and pursued compensation claims, leaving
them without an operational foothold.

Chevron’s position was not guaranteed. As recently as last winter, it survived on short-term sanctions waivers,
and President Trump threatened to block its operations. That stance later reversed, allowing Chevron to remain
as Washington moved to reopen Venezuela’s oil sector after Maduro’s removal.

The roots of Chevron’s advantage lie in its long-term strategy. When Hugo Chavez nationalized oil assets,
Chevron stayed, accepting minority equity stakes rather than fixed fees. During the sanctions era, it preserved
assets and personnel under narrow U.S. licenses while others went dark. That decision left Chevron with legal
standing, infrastructure, and operational continuity that no other U.S. major now possesses.

An Economy Burdened by Debt, Collapse, and Structural Dependence

Any discussion of Venezuela’s oil future must start with its underlying economic condition. The country enters
any political transition burdened by massive debt and legal liabilities, including sovereign bonds, PDVSA
obligations, Chinese loans, and unresolved arbitration claims. Whoever governs Venezuela will inherit not just
oil assets, but a vast stock of liabilities, making recovery complex, slow, and tightly constrained. This financial
and legal overhang sharply limits policy space. Debt restructuring, creditor negotiations, and arbitration disputes
will absorb political capital and fiscal resources for years, turning recovery into a prolonged legal and institutional
process rather than a rapid reset.

At a deeper level, Venezuela’s crisis reflects a development model built almost entirely on oil rents. Social gains
under Chavez depended on high commodity prices, not diversification or productivity growth. When prices fell,
the model collapsed. Under Maduro, hyperinflation destroyed living standards, eroding political consent and
increasing reliance on coercive institutions. Sanctions dramatically worsened these vulnerabilities.

U.S. sanctions were designed to cut off oil revenues by disrupting PDVSA’s financial and trade links, blocking
access to key markets and essential inputs for heavy crude production. The resulting foreign-currency shortage
led to monetary financing, hyperinflation, and a humanitarian collapse that has driven nearly eight million
Venezuelans to leave the country.

Venezuela's oil problem cannot be separated from its broader economic breakdown. Even with political change,
recovery would begin from severe constraint, with any rebound in oil revenues likely absorbed by debt and legal
claims rather than financing development.

Debt and Creditor Overhang

Since Caracas stopped publishing detailed debt data after its 2017 default, the full scale of liabilities remains
unclear. What is clear is that the country faces overlapping claims from sovereign bondholders, PDVSA creditors,
bilateral lenders, arbitration awards, and unpaid supplier credits—along with many years of accrued interest.
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Legacy debts pose a major obstacle. Outstanding obligations are estimated at roughly $170 billion. With GDP
near $80 billion and a narrow export base, Venezuela cannot service this debt without deep restructuring. If
discounts are insufficient, future oil revenues risk being absorbed by creditors, constraining recovery and living
standards. An IMF-led restructuring would normally be the starting point, but even initiating that process will

take time. The IMF has not conducted a full assessment of Venezuela’s economy since 2004, underscoring how
long the road to normalization is likely to be.

China’s Position

China occupies a distinctive place among Venezuela’s creditors. Estimates of outstanding Venezuelan debt to

Chinese entities range from $10 billion to $20 billion. Beijing is expected to insist on a seat at the table in any

future debt restructuring. Chinese officials have made clear that they view their claims as sovereign obligations
protected under international law and have criticized U.S. intervention as a violation of Venezuelan sovereignty.

China’s exposure reflects the loans-for-oil model launched in 2007, through which Beijing extended more than
$60 billion in oil-backed financing. While new lending has largely ceased, repayment obligations remain
embedded in bilateral trade arrangements. Chinese firms still maintain a limited operational presence—CNPC
holds stakes in heavy-crude joint ventures, while Sinopec operates an offshore gas project and processing
facilities—but China’s priority is debt recovery rather than long-term energy security. Even at its peak,
Venezuelan crude accounted for only about 4% of China’s total oil imports and can be replaced elsewhere.

Figure 4: Venezuela’s External Liabilities
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Source: Venezuela’s Restructuring: A Path Forward, SSRN Paper
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