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Environmental conference highlights
natural investment advantages
COP 20 host introduces broad stimulus package aimed at boosting employment, investment and consumer spending

T

hings are definitely looking up for Peru. After a rough
ride for several years, due to falling commodity exports, among other factors, the country has reached a
turning point: economic growth picked up in the second
half of 2014 and looks ready to rebound in 2015, with
expected expansion of up to 5 percent, according to
Peru’s Banco de Crédito.
The government is implementing a myriad of measures, including greater public investment and providing incentives for spending on human capital. It is also
reducing fuel taxes and cutting tax rates for individuals
and companies, the goal of the latter being to encourage
“the reinvestment of corporate profits and to promote
private sector investments,” says Alonso Segura Vasi,
Peru’s minister of economy and finance.
Additionally, a fifth set of investment incentives is
also being rolled out. According to Mr. Segura, this
most recent stimulus package is very broad and aims to
“boost employment, investment, growth and consumer
spending.” The government’s tax breaks are expected
to add two percentage points to gross domestic product
(GDP) growth in 2015 and it is working to reform aspects
of the labor market, as well as to increase central
government efficiency in terms of license and permit
approval. In addition, there are plans to enter more
public-private partnerships
(PPPs) for a range of projects, such as hospitals and
schools. Major infrastructure projects are on the horizon as well, including a gas
pipeline in southern Peru
and a Lima mass-transit
train line. Greater spending
in the short term is one of the
government’s strategies for
guaranteeing the execution
of high-impact projects.
Peru has been in the
spotlight most recently as
the host of the Lima Climate
Change Conference (COP 20),
held in December 2014. The two-week event brought
together 11,000 delegates from 190 countries around
the world.
The COP 20 also provided an excellent opportunity
for Peru to promote its image and attract investment.
The country’s legal framework facilitates and favors
both domestic and foreign investment. It has a strong
investment-to-GDP ratio, the result of providing a favorable environment for inflows and, according to Mr.
Segura, there is evidence that nations with high invest-
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ment ratios are able to sustain high growth rates over
time. That is exactly what Peru wants.
As for the conference, it was successful on several
levels, yielding a new 2015 agreement on climate change
to be finalized in Paris later this year, and achieving
many “firsts” in the history of the international climate
process. These included pledges to the Green Climate
Fund (GCF) in excess of the initial $10 billion target. The
GCF is a mechanism within the United Nations Framework Convention on Climate Change (UNFCCC) which

aims to redistribute money from the developed to the
developing world so as to help the latter implement
practices which fight climate change. The Lima Ministerial Declaration on Education and Awareness-raising
initiative was also created to encourage governments
to include climate awareness in national development
plans and school curricula. Furthermore, a new multilateral assessment process helped build confidence
and enhance transparency, as industrialized countries
answered questions about their emissions targets.
“Lima has given new urgency toward fast-tracking
adaptation and building resilience across the developing world – not least by strengthening the link to
finance and the development of national adaptation
plans,” says Manuel Pulgar-Vidal, Peru’s minister of
environment and COP president.
Other highlights include progress made in funding the
response to climate change, more countries accepting
the Kyoto Protocol Doha Amendment, and a new climate
action portal being launched as part of the Lima Climate
Action Agenda. Participants also agreed to provide support to stop deforestation and to strengthen the role of
women in responding to climate change, with the Lima
Work Program on Gender. There were also signs that
climate technology transfer is advancing, and Peru
and France launched the Lima-Paris Action Agenda.

Several activities were held, including the presentation of awards by the UNFCCC secretariat’s Momentum
for Change Initiative to top examples of climate solutions
to inspire climate action. Also, an event highlighting
emissions reductions with nationally appropriate mitigation actions (NAMAs) was held, along with a showcase
on how actions are being scaled up and how countries
are getting involved in multiple areas, including sustainable land use and renewables.
The Peruvian government, and especially the Ministry
of Economy, is steadfastly committed to this cause, and
has taken a close look at the impact of climate change on
the national economy. Confronting this issue is central
to its development plans, with the environment playing
a key role in the ministry’s policy-making, which focuses
on four main areas: risk management, prevention of
climate change impacts, mitigating actions – especially
in high-risk zones – and carbon emission reduction. In
fact, the government has been working actively on a
climate change plan that contains more than 77 actions
and will be presented in March 2015. “We are aware of
the importance of achieving global warming reduction
objectives,” says Mr. Segura. “Peru would be one of the
countries most affected by climate change, so we were
proud to host the Lima Climate Change Conference and
we took that responsibility very seriously.”

Governmental teamwork
targets ‘green’ stimulus
Economic incentives go hand in hand with environmental concerns
PERU’S participation in the
Climate Change Conference
COP 20 went far beyond its
duties as host, as both the
Ministry of Environment and
the Ministry of Economy and
Finance helped prepare the
agenda for the event.
In parallel, Peru has actively
focused on environmental measures, drafting specific proposals to reduce carbon emissions
and aiming to end deforestation
in a bid to preserve what it
considers to be one of its main
competitive advantages. Moreover, the Ministry of Economy
plays a fundamental role in
supporting environmental
issues, and defines economic
policies that include incentives
for environmental projects.

It also oversees the national
system for public investment,
and ensures that ventures
comply with environmental
impact mitigation criteria. It
has mechanisms and incentive
programs in place to encourage municipal governments
to create projects with positive
environmental effects, and continuously strives to identify and
provide incentives and disincentives corresponding to each
project and its environmental
profile. The ultimate objective is
to support the environment.
The economic measures
being promoted by the government are compatible with environmental regulations, and the
current administration has endeavored to further strengthen

the environmental framework
in multiple ways. This includes
providing resources to the
Agency for Environmental
Assessment and Enforcement
and implementing regulatory
changes. There are also efforts under way to strengthen
the authority responsible
for approving environmental
impact analyses, and to create
a one-stop shop, headed by
the Ministry of Environment,
to expedite and improve the
permit and license-granting
process, while ensuring strict
compliance with regulations.
From an economic standpoint,
and although this will occur
gradually, these measures will
vastly improve the government’s efficiency.
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“More than half
of Peru is
unexplored
territory,
and that is
important and
attractive to
investors”

“The flexicoking
plant converts all the
residues of the refining
process into products
such as gasoline and
diesel, and so adds
tremendous value to
the industry”

Luis Ortigas Cúneo,
President of PeruPetro

Miguel Pérez Navarro,
MD of Petroperú

“Copper from the
new mines will be
exported through
Matarani Port in
Arequipa and sold
internationally, mainly
in Asian markets”
Óscar González Rocha,
President, CEO
and Director of SCC

Gas production results fuel
appeal of vast potential

Major integrated copper
supplier is wired for growth

Environmental care remains a priority for tapping new reserves

Copper sector is set to significantly improve its global position

C

reated by the Peruvian government in 1993,
PeruPetro promotes and manages the nation’s
hydrocarbon resources and reserves, and looks after
the negotiation and administration of contracts in
the sector.
“It is our responsibility to promote investment,
new discoveries, and achieve higher production of
hydrocarbons,” affirms the company’s President
Luis Ortigas Cúneo. In competition with neighboring countries such as Colombia, Brazil, Mexico
and Ecuador, Mr. Ortigas Cúneo points out that in
stark contrast to those nations, Peru’s advantage
is that the full extent of its massive hydrocarbon
potential has not yet been completely uncovered.
Whereas competing
nations may be quite developed, “more than half
of Peru is unexplored
territory, and that is
important and attractive
to investors,” he says.
In the meantime,
PeruPetro is busy with
its current exploration and exploitation
contracts. “We now have
large reserves of natural
gas and we continue to
discover plenty of gas,”
says Mr. Ortigas Cúneo.
This is why the agency
wants to increase proLuis Ortigas Cúneo,
duction exponentially,
President of PeruPetro
increasing the number
of exploratory wells into double digits “so that we
can ensure discovery of new reserves…which will
mean more production,” the president says.
One site, or lot, known as the Camisea gas project, began operating in 2004 and tripled its production in its first 10 years of business. It has gone
from producing 400 million to 1.2 billion cubic feet
of gas per day, and that number is increasing.
The only impediment to its reaching full capacity has been in expanding the pipeline. Indeed, a
major challenge for the industry in general is the
transportation of natural gas, which requires very
complex, costly infrastructure.

There are a number of lots that serve foreign
markets, such as China and Brazil, but the majority of lots are for the local market. Contracts are
offered on a 30-year term for oil and 40-year term
for natural gas, which include a seven-year term
for the exploration phase. Before any exploratory work can be conducted, consultations with
the surrounding community take place over the
course of about six to eight months. These prior
consultations are also a big part of the contractual process and are required by law, Peru being
the only nation that has passed such a regulation.
The law states that the participation of native
communities and indigenous peoples is required,
which means they
must participate in the
activities of hydrocarbon production in all
its phases, including
the resulting environmental impact due to
extraction.
In respect to the
environment, Mr.
Ortigas Cúneo exalts
PeruPetro’s role in
contributing positively
to the nation’s sustainable development and
to its environment by
providing a cleaner
alternative – natural gas. “It is much
cleaner than liquid
fuels…there is a large reduction in pollution,” he
says, citing that more than 200,000 vehicles now
operate on natural gas in Lima, and in excess of
600 industries currently use natural gas instead
of liquid fuels. Furthermore, thermal power,
which was generated with diesel in the past, is
now generated with natural gas.
Peru’s image is changing in terms of climate
change, with a move toward a more proactive approach: “What we demonstrate is that we are doing
things right; we are protecting the environment
and we are concerned about the development of
the villages as well,” Mr. Ortigas Cúneo states.

National refiner invests
$3.5 billion in oil masterpiece
Petroperú has upgraded its T
Talara refinery to rank among the
world’s finest, and also announced a return to E&P activities

W

(one of the largest investments ever
ith $5 billion in sales last year,
made in the country’s energy sector)
representing 49 percent of the
is set to produce South America’s
sector’s total, Petroperú leads the
finest refinery and significantly renational petroleum sector. Since
duce diesel imports in Peru. When
its inception in 1969, Petroperú has
construction is completed in 2019,
followed a winding evolution from an
Talara will not only be the sole refininitially vertically integrated petroery in the country equipped to proleum and refining company with a
duce low-sulfur diesel and liquefied
production capacity of 190,000 bpd
petroleum gas (LPG), but it will also
at its height and a monopoly in the
boost Petroperú’s refining capacity
downstream sector. Privatization in
by 45 percent and expand its capacity
the 1990s saw the company divested
to produce high-octane gas.
of a number of its assets. Since then,
“This project, along with Bloc 64,
it has operated mainly in the downwill position us just a step behind
stream business, with the additional
“Talara will be
EcoPetrol and Petrobras, which are
ownership of the North Peruvian
the most modern very large companies with high levels
pipeline. When the following decade
refinery on the
of production and refining. But this
saw the closure of many of its petrorefinery will be the most modern on
chemical plants, Petroperú assumed
southwestern
the southwestern side of America
its current role as a refining company.
side of America
because it will have a flexicoking
“This is why many say we should
because it
plant, of which there are only seven
be called Refinoperú and not Petwill have a
in the world,” says Mr. Pérez. “The
roperú,” says Managing Director
flexicoking plant, flexicoking plant converts all the
Miguel Pérez Navarro. “Our pipeline
residues left after the end of the
is more like transport rental for the
of which there
crude of the mainly private compaare only seven in refining process into products such
as gasoline and diesel, and so adds
nies operating in the jungle.”
the world”
tremendous value to the industry. It
Yet times are about to change once
Miguel Pérez Navarro, will definitely put us at the vanguard
again for this corporate chameleon.
Managing Director of
of modernity among refineries in the
With its recent acquisition of a 25 perPetroperú
First World.”
cent stake in an oil block controlled
Petroperú also leads the way in
by GeoPark, Petroperú is back in the
business of exploration and production (E&P) for the environmental protection. In 2014, the company’s
Conchan refinery was awarded by the National
first time in decades.
Returning to the upstream industry had long been Agency of Industries for efficient fuel production.
a goal, says Mr. Pérez. “It was fundamental for us to The previous year, its Talara refinery received the
return to this type of operation, but the possibilities agency’s gold medal for quality. In addition, Petwere always far off, mainly because we were invest- roperú’s reputation for social responsibility was being heavily in our main project, the modernization of hind Canadian Talisman Energy’s decision to sell the
the TTalara refinery. But then this opportunity arose.” Peruvian company its share in Bloc 64. “Petroperú is
Bloc 64 has 55 billion barrels of reserves, and now well known for its relations with the communities in
Petroperú is considering an additional 25 percent which it works and through which the pipeline runs,”
stake in two new blocs that are up for offer and which says Mr. Pérez. “We are state owned and we have a
commitment to the people, so we treat the company
are already in production.
Still, Talara is Petroperú’s obra maestra. The not only as a business but also as a business of social
refinery’s state-of-the-art, $3.5 billion renovation responsibility to all of the indigenous communities.”

Southern Copper’s Óscar González Rocha has allocated $1.2 billion for a new mine at Los Chancas

T

Southern Copper’s projects in the Andean country are
oquepala mine is located in southern Peru, on the
western side of the Andes, and further south its sister expected to increase its output there to 540,000 tons of
mine, Cuajone, forms part of the porphyry copper deposit copper per year, from its current 320,000 tons. In addition,
on the western slopes of the Cordillera Occidental. Both feasibility studies are now being carried out on a new
mines are rich in copper deposits, and both belong to $1.2 billion investment in a fourth Peruvian mine at Los
Southern Copper Corporation (SCC), the Phoenix-based Chancas. “We are studying a copper and gold project here
mining firm that boasts the highest copper ore reserves with a Canadian company in the south of the country, and
in the world. Along with another two mines in Mexico, La we are hoping that it goes ahead,” adds Mr. González.
In Mexico, a further $3.5 billion in investments at
Caridad and Buenavista, Southern Copper’s total copper
reserves top 67.6 million metric tons. This robust asset its Buenavista and Angangueo mines are expected to
base has positioned the company well for regulating its increase Southern Copper’s total global production camarket supply and maintaining its competitive advan- pacity to nearly 1.2 million tons of copper by 2017. “We
tage. Between its assets in Peru and Mexico, where it currently occupy the fifth or sixth position globally,” says
also produces molybdenum, zinc, coal, gold, silver and Mr. González. “With these new investments in Mexico and
lead, the company recorded revenues of $5.9 billion in Peru, Southern Copper will be the third-largest copper
producer in the world.”
2013, with net profits of $1.6 billion.
Southern Copper is a fully integrated
Majority owned by Mexico’s largest
company with smelting and refining famining consortium, Grupo Mexico,
“With new
cilities in both Peru and Mexico. Consethrough its subsidiary Americas Minquently, the company is able to manage
ing Corporation, Southern Copper
investments in
continues to grow. In addition to ongoMexico and Peru, its entire production process from mining exploration activities in Argentina,
Southern Copper ing to the production of refined copper
and other products. It also boasts its
Chile, Ecuador and the United States,
will be the
own transport and logistics capacity.
Southern Copper has also committed
third-largest
In Peru, Southern Copper’s ILO metal$7.1 billion in new investments to its
copper producer
lurgical complex is also receiving new
existing mines in Peru and Mexico
investment to upgrade its power station.
between 2013 and 2016.
in the world”
Last year, global consumption of reIn Peru, expansion of the Toquepala
T
Óscar González Rocha, fined copper increased by 6 percent
mine and upgrades at Cuajone are acPresident, CEO and
to 20.7 million tons, driven by strong
companied by $1 billion being poured
Director of Southern
Chinese demand. More than 70 percent
into the Tía María mine in the Arequipa
Copper Corporation
of the yearly global supply is used in
region of southern Peru. President,
electric conductors, including cables
CEO and Director of Southern Copper Óscar González Rocha says that Tía María, which and wires. As one of the largest integrated suppliers in
like TToquepala is expected to come on line in 2017, will the world, Southern Copper is set to significantly improve
provide an additional 120,000 tons of copper per year to its market position in this growing market.
Peruvian communities living near Southern Copper’s
the company’s totals. He explains that the copper “will
be exported through Matarani Port in Arequipa and sold mines also stand to gain from this growth, with the cominternationally, mainly in the Asian markets, as we are pany having had a strong social responsibility component
already supplying Europe, South America and the United since its early years. In the provinces of Candarave and
Jorge Basadre near TToquepala, and Moquegua near the
States from our other mines.”
In 2013, the company’s largest geographical market Cuajone mine, the company has invested an average of
was in Mexico, at 23.6 percent. However, Europe at 17.8 $1.6 million annually over the past 20 years. In addition,
percent and the U.S. at 17.3 percent followed closely Peru is among the few countries that legislates the reinbehind. While still representing just 15.2 percent of total vestment of mining profits back into those communities
sales, Asia is a growing market for the company, and where the minerals are extracted. Consequently, roughly
Peru, which is currently the source of just under half of 50 percent of Southern Copper’s taxes are rechanneled
back into these same provinces to use as they like.
Southern Copper’s revenues, is likely to supply it.
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Diversity in tourism,
added value in exports
More products are reaching more markets as variety in trade and tourism develops

P

romoting Peru is a two-pronged task
that involves raising awareness of
the nation’s products abroad as well as
its tourism assets at home. Minister of
Foreign Trade and Tourism Magali Silva
Velarde-Alvarez achieves both these goals
not only through her ministry but also
through Promperu, the country’s export
and tourism promotion agency, where she
is acting president.
Rather than competing, Ms. Silva says
that the agencies work in unison. “The
ministry is where we create the promotional policies for both trade and tourism,
and Promperu is the body through which
we carry out promotional activities,” she
explains. “The idea is that we work like a
circle, each body is one side of the same
coin, so that our employees also begin
to see trade and tourism as one, each of
course with its own angles and specializations. In Promperu, we also oversee a
third element, the image of the country
and its international promotion, but really,
promoting the three elements – exports,
tourism and investment – are interrelated.”
It is an interesting approach that has
seen Peru successfully expand both sectors over the past few years. Ms. Silva was
previously the country’s deputy minister
for micro and small business and industry, where she worked for over a year on
the National Plan for Product Diversification. She brought along this focus on
diversification to her new post in trade
and tourism. There, she says, the dual
“possibilities of helping micro businesses,
small companies, producers and farmers
get their products to market and of bringing change to rural tourism and improving
sustainable tourism” have doubled the
minister’s job satisfaction.
In exports, Ms. Silva and her team
primarily work with non-raw material
commodities. While mining, fishing and
agriculture represent the grand majority
of Peru’s exports (roughly 70 percent), a
growing percentage is comprised of valueadded goods, which is where Ms. Silva’s
circle has been most influential. Growing
at an annual rate of 7.1 percent, these
goods are dependent upon Promperu’s
ability to access new markets and create
favorable trading relationships, which

Miraflores, Lima

Chilcano, cocktail inspired by
Peruvian Pisco

Cebiche

Machu Picchu, Cusco

is to say, “new free trade agreements
that permit us, through lowered tariffs,
to grow,” says the minister.
“Today, Peru has 17 free trade agreements, and 94 percent of these products
have preferential access,” she adds. “So
these sectors have been able to expand as
a result of our national policy, of the commitment of Peruvians to continue to follow
the free market vision, and of our ability to
achieve better conditions for our exports.
Our contribution over the past few years
has been to help create an export culture
that has eased the bureaucratic processes
involved for our exporters.”
The opening of 36 foreign trade offices
around the world has also helped boost
trade, and four new offices are in the
works. Ms. Silva says that being part of
the Pacific Alliance – the Latin American
trade bloc also comprising Chile, Colombia
and Mexico – has allowed the four member
states to share the operating costs of
trade offices and to collaborate
on trade.
“We see the Asian
market as a common
market, in which we
are not competitors
but complementary
partners,” says the
minister. “As our
members are located
in different parts of the
hemisphere, we have
different production windows. Together, this allows us

Colca Canyon, Arequipa

to provide a varied and permanent offer
throughout the year.” For example, Peru,
Mexico and Chile each harvest their avocados in different months of the year, which
enables the Alliance to offer the product
year round. Indeed, collaborations such as
this have helped boost Peru’s food exports
nearly 30 percent over the past year.
“We saw the completion of an
agreement that has been in
the works for some time
to export grapes to the
Chinese market,”
Magali Silva
Velarde-Alvarez,
Minister of
Foreign Trade
and Tourism

adds Ms. Silva. “Being
an exporter of grapes
during the Chinese New
Year is really like winning the
lottery.” She says that of the 60 agricultural products Peru produces, at least 15
are now gaining ground in international
markets, including new organic products
like chocolate. In the U.S., quinoa has been
the fastest-growing Peruvian food export.
“Peru’s great challenge is to position
itself in the global value chain,” Ms. Silva
continues, “and at the top of that chain.
We want to focus on those products that
generate the greatest added value and that
need the highest amount of human labor
possible.” The minister confirms that Peru
is moving in the direction of healthy, organic
and traditional value-added food and textiles, based on its 1,000-year-old culture.

In tourism, as with value-added products, variety has also been key. A one-stop
window, similar to the one created for
Peruvian companies wishing to export,
has been established to channel inward
tourism investment.
“Just like foreign trade, where one of
the main features is the diversification
of our export offer, what we have been
developing in tourism is the same, the
diversification of our offer,” explains
Promperu’s president. This diversified
product range includes adventure tourism,
northern beaches, ecological tourism,
gastronomic tourism and niche sectors,
such as birdwatching, which has a growing
international following.
Peru receives just over 3.2 million visitors per year and the tourism sector is one
of the country’s most significant in terms
of social impact. It employs more than
1.1 million people and generates roughly
4 percent of gross domestic product. Still,
this percentage is low compared to Spain,
for example, where tourism represents
9 percent of the country’s economy. Ms.
Silva sees this as an opportunity. “There
are countries with fewer assets that have
developed sustainable tourism industries,
so what does Peru need to get to that
level? I believe the answer is infrastructure,” she says.
Private sector involvement will be important in developing this infrastructure
and reaching the country’s goal of 4 million visitors per year, adds the minister.
“Infrastructure takes time, and it requires
the participation of the private sector,
which has found Peru’s tourism sector to
be a very profitable business,” she says.
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the main features is the diversification
of our export offer, what we have been
developing in tourism is the same, the
diversification of our offer,” explains
Promperu’s president. This diversified
product range includes adventure tourism,
northern beaches, ecological tourism,
gastronomic tourism and niche sectors,
such as birdwatching, which has a growing
international following.
Peru receives just over 3.2 million visitors per year and the tourism sector is one
of the country’s most significant in terms
of social impact. It employs more than
1.1 million people and generates roughly
4 percent of gross domestic product. Still,
this percentage is low compared to Spain,
for example, where tourism represents
9 percent of the country’s economy. Ms.
Silva sees this as an opportunity. “There
are countries with fewer assets that have
developed sustainable tourism industries,
so what does Peru need to get to that
level? I believe the answer is infrastructure,” she says.
Private sector involvement will be important in developing this infrastructure
and reaching the country’s goal of 4 million visitors per year, adds the minister.
“Infrastructure takes time, and it requires
the participation of the private sector,
which has found Peru’s tourism sector to
be a very profitable business,” she says.

