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Repsol Executive Chairman Antonio Brufau said the company would seek international arbitration.

Spain Weighs Retaliatory Move
Spain’s Repsol YPF SA at a price
that is yet to be determined, leaving
the Spanish company with a 6%
stake.

Repsol shares fell as much as 9%
Tuesday, amid uncertainty over the
possibility of compensation. Repsol
values its stake in YPF, which repre-
sents more than 50% of Repsol’s to-
tal hydrocarbon output, at $10.5 bil-
lion. The company sought to
reassure investors that Repsol would
have enough funds to finance its
capital expenditures without YPF,
and vowed to battle for full compen-
sation for YPF.

José Manuel Barroso, president
of the European Commission, said
he is “seriously concerned” about
Argentina’s decision, which a com-
mission spokeswoman called “ille-
gal.” The European Union has post-
poned a meeting with Argentina
scheduled for Thursday and Friday.

Mexican President Felipe Calde-
rón assailed Argentina’s decision
late Monday, saying it “shows little
sense of responsibility and rational-
ity.” Mexico’s state-run oil monopoly
Petroleos Mexicanos, or Pemex,
owns nearly 10% of Repsol.

The affair threatens to upend the
close but complex relations between
two countries long bound by culture
and language. Cross-Atlantic migra-
tion has often served as a safety
valve both for Spaniards and Argen-
tines. Spaniards fled to the former
colony and other Latin countries
during that country’s Civil War in
the 1930s. Argentines have fled to
Spain during Argentina’s recurrent
financial crises.

But the two have rarely faced off
as equals, said Raanan Rein, a spe-
cialist on Latin American and Span-
ish history at Tel Aviv University.

“The trade and economic rela-
tionships between Spain and Argen-
tina have always been characterized
by misunderstanding and mistrust,”
said Mr. Rein. “During certain peri-
ods, the balance of economic power
tended to favor Spain. During others
it tended to favor Argentina.”

In the 1940s, when Spain was
destitute after World War II, Argen-
tina was one of the few countries
that came to Spain’s aid, said Mr.
Rein. The government of Gen. Juan
Domingo Perón sent money and
grain to Madrid, and his hugely pop-
ular wife, Eva Perón, crossed the At-
lantic to try to boost morale in
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Spain. But Mr. Rein says the Argen-
tine helping hand wasn’t a gift—and
the Perón government charged a
high financial price for assisting
Spain.

During the 1990s, when a conser-
vative Argentine government started
privatizing state-run companies,
there was controversy in Argentina
when Repsol, Telefónica SA and
other Spanish firms emerged as ac-
quirers. Argentine nationalists
carped about a “reconquest” by
their former colonial masters.

Nevertheless, during Argentina’s
brutal economic collapse in 2002,
Spanish companies maintained oper-
ations in Argentina and the Spanish
government contributed money to
helping ameliorate the crisis, ana-
lysts say.

The latest spat over YPF is an-
other “link in a chain of minicrises
over issues of trade, investment and
debt,” between Spain and Argentina,
Mr. Rein said, adding that “It does
have potential to be the biggest [bi-
lateral] crisis since the end of World
War II.”

Executives at Repsol vowed to
fight aggressively Argentina’s take-
over. “This is not lost,” Repsol
Chairman Antonio Brufau told re-
porters. “The battle will go on.”

The Argentine government
blames YPF for low production that
has forced it to spend heavily on im-
porting energy, at a time when capi-

tal flight has made dollars scarce.
Coming alongside other moves such
as import limits, Argentina’s govern-
ment hopes to boost hydrocarbon
production and decrease its recent
reliance on imported gas and oil.

Mr. Brufau argued Tuesday that
Repsol had boosted investment in
YPF, including doubling the number
of employees and raising natural-gas
production to peak levels in 2004.
But he said aging oil and gas wells
are naturally weighing on output.

He said Repsol hadn’t been
counting on YPF cash to finance op-
erations outside Argentina during
the next four to five years. YPF
won’t generate cash in any case, as
it will pay this year’s dividend in
shares, he said. Repsol’s dividend
payment plan remains unchanged,
Mr. Brufau said, but may need to be
revised in the near future.

Mr. Brufau also called on Spain
to enforce its bilateral agreements
with Argentina and help ensure that
the rule of law prevails.

“A government that doesn’t make
sure its agreements with other gov-
ernments are respected isn’t really a
government,” he said, referring to
Spain.

He added that Repsol would seek
compensation for the full value of
YPF, amounting to about $10.5 bil-
lion for Repsol’s 57.4% stake.

—Art Patnaude
contributed to this article.

Kirchner’s YPF Takeover Is Latest Sign
Of Nationalist Tilt in Precarious Times

BUENOS AIRES—President Cris-
tina Kirchner’s nationalization of the
oil company YPF SA is the latest
sign that the Argentine leader is tak-
ing the country on a more nationalist
and economically interventionist
course than it was under her late
husband.

In months prior to the nationaliza-
tion, which has sparked a fierce row
with YPF’s Spanish majority owner,
Repsol YPF, Mrs. Kirchner had al-
ready imposed new controls on capi-
tal outflows and imports, moved to
take a firmer hold on Central Bank
resources and fiercely revived Argen-
tina’s claims for sovereignty of the
Falkland Islands from the U.K.

Analysts say the moves are in
part intended to patch over pressing
economic problems and to divert at-
tention from political ones. The left-
ward swing is also related to a re-
shuffling of her team that has seen
some pragmatists associated with
her late husband take a back seat to
more youthful and ideologically left-
leaning advisers, linked to her 35-
year-old son Maximo.

In the immediate term, the na-
tionalization figures to provide a do-
mestic political boost for Mrs. Kirch-
ner, who was re-elected in October in
a landslide but has been troubled
lately by a slowing economy and a
political scandal involving her vice
president. “They figure they can sur-
vive the short-term heat from Spain
because nationalizations tend to be
very politically digestable at home,”
said Amherst College political scien-
tist Javier Corrales.

In some ways, Mrs. Kirchner, 59
years old, is only now stepping out
of the shadow of her late husband
and predecessor, Nestor Kirchner,
who died of a heart attack in Octo-
ber 2010. Mrs. Kirchner still wears
black and peppers her speeches with
references to “him.”

Mrs. Kirchner “speaks ever more
about Him, but paradoxically moves
further away from Him,” columnist
Fernando Laborda wrote recently in
the Buenos Aires daily La Nacion.

To be sure, Mr. Kirchner was also
known for his populist tactics, such
as hard-ball negotiations with foreign
creditors and alleged manipulation of
Argentine inflation statistics. But Mr.
Kirchner was also a deal-cutter, who
“was more pragmatic than she is,”
said Buenos Aires economist Aldo
Abram.

YPF originated as a state-con-
trolled company in 1922, before being
privatized by the government in the
1990s with Repsol YPF eventually
obtaining control.

In a 2008 move to “Argentinize”
YPF’s operations, Mr. Kirchner helped
broker a deal in which Argentina’s
Eskenazi family obtained a minority
stake without putting down a single
peso. Mr. Kirchner has had dealings
with the Eskenazis since he was a
provincial governor in the 1990s.

Now with the nationalization, the
Eskenazis will be able to keep their
25% stake, but be ousted from a day
to day management role. Repsol YPF
will see its stake fall to 6% from
57%.

Argentine political scientist
Rosendo Fraga recently wrote that

Mrs Kirchner is shifting from a “capi-
talism of friends to a capitalism of
the state.”

Analysts in Argentina say Mrs.
Kirchner’s policies bear the stamp of
youthful leftist advisers centered in a
group called La Campora, named for
a progressive Peronist politician who
was briefly president in the 1970s.
The youth movement revolves
around Maximo Kirchner.

One of his confidantes, Axel Kicil-
lof, the 40-year-old economic vice
minister, has become perhaps the
president’s closest economic adviser,
analysts in Buenos Aires say.

Mrs. Kirchner may also be recep-
tive to stronger measures because of
mounting economic clouds facing Ar-
gentina, analysts say. The govern-
ment’s energy trade balance swung
to deficit last year, and there is a
scarcity of dollars to pay for imports
because capital has been flowing out
of the country.

Some government backers in re-
cent days have talked longingly
about eventually trying to emulate
the mixed model of public and pri-
vate ownership that has worked well
for Brazil’s Petroleo Brasileiro SA, or
Petrobras.

Rather than privatize its oil com-
pany in the 1990s, as Argentina’s
conservative government did, Brazil
moved towards what it called a
“flexibilization” of Petrobras and the
monopoly it long held.

The Brazilian government main-
tained majority control of the voting
shares. But to make the company
more transparent and efficient, the
government also floated some
shares on the New York Stock Ex-
change, created a board of directors
composed of leading private industri-
alists, and opened up the oil sector
to outside competition.

While the model has worked well
for Brazil, some analysts say that
YPF and Argentina are in different
positions. “Argentina and Brazil aren’t
the same cases,” says Rafael Schech-
tman, a director with the Brazilian
Center for Infrastructure in Rio de
Janeiro.

The Kirchner government has
hamstrung the Argentine energy in-
dustry with caps on home energy
prices, Mr. Schechtman noted, as well
as high taxes and opaque investment
rules. He said Petrobras has much
more pricing liberty than YPF, though
Brazil’s authorities do press the com-
pany to keep the price of gasoline
and diesel low, to control inflation.

Mr. Schechtman also says that
Brazil has a track record of setting
clear rules for foreign investors, who
are pumping lots of money into the
oil sector. “In the Brazilian model,
there has never been a violation of
contracts,” Mr. Schechtman said.
“The rules have been respected.”

He sees a greater risk of a state-
controlled YPF turning into an ineffi-
cient monolith, like Venezuela’s state
run oil company, Petroleos de Vene-
zuela, or PDVSA.

Under the populist government
of President Hugo Chávez, PDVSA
has been used as cash cow to fund
government social programs. But an-
alysts say PDVSA’s move to branch
out into areas like low income hous-
ing and food distribution has im-
paired its core mission of energy ex-
ploration and production.

In addition, political appointees
have taken the place of seasoned oil
industry professionals. The upshot is
that Venezuela’s energy production is
now lower than it was a decade ago,
according to OPEC.
—Matt Moffett and Taos Turner

Sources: Petroleum Intelligence Weekly; company reports The Wall Street Journal

*Based on fiscal 2010 data †YPF SA represented 47.4% of Repsol's consolidated reserves in barrels of oil
equivalent.

A Small Gusher
How Repsol’s reserves compare to other private oil companies*
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The president is shifting
from crony capitalism to
‘a capitalism of the
state,’ one analyst says.
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B-Schools Lure Former Military Officers
With leadership skills honed in

battle and experience shouldering
far more responsibility than their
civilian peers, many former mili-
tary officers are enrolling in
M.B.A. programs to get one of the
key attributes they lack—knowl-
edge of the business world.

As militaries including U.S.
forces begin to downsize, many
departing officers are heading to
business schools, hoping the expe-
rience will help them make a
smooth transition to business ca-
reers. Others remain in the forces
while they earn a business degree,
aiming to acquire management
skills they can use as they climb
the military chain of command.

The learning goes both ways.
While current and former service
members immerse themselves in
the details of finance, accounting
and other business basics, their
schools and classmates gain a lot
by having them on campus, ad-
ministrators say.

Students from military back-
grounds often become leaders of
the small study groups that are a
key part of the B-school class-
room, they tend to be very active
in campus life, and their well-de-
veloped abilities to head teams
and work effectively make them
natural role models for fellow stu-
dents.

At a very young age, military
officers “are commanding a pla-
toon of 80 to 100 people and tak-
ing on a $10 million budget, and
that doesn’t even include being in
a war, life and death situations,”
said Greg Eisenbarth, executive di-
rector of Military M.B.A., a group
that matches U.S. military stu-
dents with B-schools. “They just
walk a different path, and they ex-
perience leadership because
they’re put in that environment
earlier than anyone else.”

Military M.B.A. provides a
small number of $15,000 merit
scholarships for veterans heading
to business school, but Mr. Eisen-
barth said that money was needed
less now that the 2008 law known
as the Post 9/11 GI Bill helps fund
many American veterans’ studies.

London Business School, which
works with Mr. Eisenbarth’s
group, encourages applications
from the military, said David
Simpson, associate director of de-
gree programs. About 30 of the
program’s 700 to 800 current stu-
dents came straight from the mili-
tary, and numbers are rising, he
said. Others, from countries with
mandatory national service, spent
time in the forces earlier in their

careers, he added.
“Our employers love them, and

we think they make fantastic stu-
dents,” Mr. Simpson said.

Once, admission officers had to
wait for an American service
member to return from a subma-
rine mission for an interview, and
another U.S. officer is currently
applying from Afghanistan, where
recent instability may mean he
does a preliminary interview by
teleconference rather than in per-
son, Mr. Simpson said.

One former student rose to the
top of the Italian navy after earn-
ing his M.B.A., captaining a frigate
and an aircraft carrier, Mr. Simp-
son said.

“It would be very hard to come
across a career sector that tests
team skills and leadership skills
more than the military. They have
outstanding exposure to being put
under pressure too. Organizational
and planning skills, all have great
drive and ambition,” he said.
“They’re the kind of characteris-
tics that employers are looking
for, people who can weigh up the
environment and then make a de-

cision and run with it.”
Bernard Garrette, associate

dean for the M.B.A. at HEC Paris
business school, said modern mili-
taries also provide skills needed
by companies that are under pres-
sure to grow and want employees
who can be bold about developing
products and jumping into new
markets. “This spirit of conquest,
hunger for new things, creating
new businesses, new teams” jibes
well with military skills “that are
based on courage, doing new
things,” he said.

HEC tries to imbue that spirit
even in non-veteran students by
requiring all M.B.A.s to attend a
two-day training session at the
French military academy Saint-
Cyr, where teams of students are
assigned tasks like building
bridges as a way of developing
teamwork and leadership skills,
supervised by an organizational-
behavior professor.

In Canada, McGill University’s
Desautels Faculty of Management
also brings lessons from the mili-
tary into its teaching. Retired Lt.
Gen. Romeo Dallaire addressed

students on leading under difficult
circumstances, drawing on his ex-
perience heading the United Na-
tions’ assistance mission in
Rwanda during that country’s
mid-1990s genocide.

For all their experience,
though, most military students
have very little exposure to the
business world, and they realize
they need to learn fast and build
networks they can tap later in
their careers, Mr. Garrette said.
They also must adjust to working
in environments that are far less
structured and hierarchical than
they are used to, and with people
from diverse backgrounds, said
Mr. Simpson.

Sean Park, 31, now earning an
M.B.A. at the China Europe Inter-
national Business School in
Shanghai, spent two years as an
English-Korean translator in the
South Korean army before becom-
ing a researcher and analyst in a
finance company.

At CEIBS, the teamwork skills
he learned in the military are a
big help, he said. “When other
team members are demotivated,

we need to motivate them and
work together,” he said. “It’s all
about leadership and coordinating
and then allocating the work.”

Sandy Arbuthnott, 31, who
spent seven years as a pilot-in-
training and flight instructor for
Britain’s Royal Navy, says he
hopes the experience he is now
getting at London Business School
will help him move swiftly to a
new career, perhaps in consulting.
“The management, the finance,
the accounting is all new for me,”
he said.

More familiar, he said, “is that
intensity, the constant pressure to
perform, the constant being under
the spotlight,” he said. “When I
was teaching, if I approved some-
one’s flight plan and then they
flew into a hill, the buck would
have stopped with me.”

In the classroom, that experi-
ence makes a difference, he said.

“I can’t be the guy who sits in
the corner and churns out Excel
spreadsheets, but perhaps a mili-
tary guy does bring the ability to
include everybody” and direct a
team, he said.

BY BETH GARDINER

HEC Paris requires M.B.A. students to attend a training session at the French military academy Saint-Cyr as a way of developing teamwork and leadership skills.
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Tips to Understanding the Social Media Marketing Revolution
A new book describes the mar-

keting revolution fired by social
media—how to make a buck off it,
how to avoid getting bamboozled

by it.
In researching a

column on the U.S.
beef industry’s tra-

vails, I asked an Internet expert if
he could see who was driving the
controversy online. At the top of
his list was an otherwise unknown
blogger in Texas. Far down in
sixth place was big media (in this
case ABC News).

Welcome to the “citizen influ-
encer.”

Platforms such as Twitter and
Facebook have created a raft of
new influencers, independent of
institution or celebrity. They have
also spawned an industry that
measures this influence and tells
companies whom to seek out in a
given topic area to generate buzz
about their product.

Companies such as Klout, Peer-
Index, Appinions and Peo-
pleBrowsr, the creator of Kred,
have over the past few years de-
veloped algorithms that measure
the billions of times we tweet,
post or act online; the reactions
we generate; and the influence we
therefore have on the Web. Impor-
tantly—and controversially—they

can give each of us a score.
More than 5,000 companies—

from Disney, to Audi, to Turner
Broadcasting—have already
tapped market-leader Klout to
identify influencers. The goal: to
find the equivalent of the blogger
in Texas, get her engaged, and
push a product pitch across the
Web. “This is an entirely new
marketing channel, and when’s the
last time we’ve had one of those,”
Mark Schaefer, an academic at
Rutgers and a noted blogger on
social media, said in a phone con-
versation. “Done well, it can be
enormously effective because
you’re getting this advocacy or-
ganically.”

Mr. Schaefer’s new book, “Re-
turn on Influence: The Revolution-
ary Power of Klout, Social Scor-
ing, and Influence Marketing,” is a
highly readable primer on this
brave new world. Here, Turner
Broadcasting uses influence mar-
keting to boost viewership of its
program “Falling Skies.” Burson-
Marsteller uses influence scores
to decide whether to react to a
blogger’s attack on a client. And
Audi finds the right bloggers to
boost its image in the U.S. market.

In addition to demonstrating
how the new tools are already re-
shaping marketing, Mr. Schaefer
offers some warnings about the
limitations of social scoring.

He describes how the technol-
ogy, still in relative infancy, gets
gamed. He untangles why Justin
Bieber gets a higher influence
score than Barack Obama (Mr. Bie-
ber, according to the stats, drives
more action in his zone of influ-
ence online). And he details the
backlash against the fact that in-
fluence scores are accessible to
anyone who searches online.

There’s also the sticky matter
of companies offering perks to
woo big influencers. Legions of
bloggers and tweeters now check
their Klout standing daily. To feed
this fixation, “Return on Influ-
ence” also gives tips on how to
boost a score.

BY JOHN BUSSEY

THE
BUSINESS


