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The Ministers Respond

Bearing in mind that the energy sector of Latin America and
the Caribbean in the nineties underwent a transformation
process to respond to the new challenges that globalization
of the world economy requires and since this process must
he consolidated and built up in the next few years, the Energy
Magazine of OLADE, on occasion of the Organization’s XXXI
Meeting of Ministers, to be held in Asuncion, Paraguay, on
October 13-14, 2000, has requested the Energy Ministers and
Secretaries of its member countries to provide their
viewpoints on the following two queries:

1. What is your assessment of the development of the
energy sector in the region and especially in your
country over the last 10 years?

2. What are the prospects for energy development in Latin
America and the Caribbean and in your country over the
next few years?

The answers that were obtained to these questions constitute
valuable testimonies regarding regional energy development
inasmuch as they come from those who have promoted these
sector transformation processes. They are provided below
by country.

Note: Atthe close of the present edition of the Energy Magazine, the contributions
of Argentina and the Dominican Republic had not as yet been received, but
we intend to offer our readers these articles in future issues.
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Barbados

Tyrone Barker

Fartiamentary Secralarny of the
Ministry of the Emdranment,
Energy and Natural Resources
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During the last ten vears, this region in
general and Barbados in particular
have made significant strides in the
energy field. Of interest is the mod-
ernization and privatization of some of
the sector, which has led to greater
investment and higher efficiencies.
Perhaps the most pleasing develop-
ment has been the deepening of inte-
gration in the energy field, which has
resulted in greater cross-border activ-
ity, especially in the area of natural gas.

In Barbados, our focus has been to
maximize the use of our hydrocarbon
reserves as part of our mandate to
hring reliable energy to the people at
the best possible price. Therg has
been a significant increase in local pro-
duction of oil and gas, and this trend is
expected to continue as drilling activi-
ty increases. We have extended the
natural gas pipeline to enable industry,
the tourism sector and more house-
holds to make greater use of this
indigenous form of energy. We have
also started a long-term program to
determine the extent of any hydrocar-
ban reserves in our coastal waters.

This country has also been pushing
ahead with the use of renewahle ener-
gy. About one third of our households
use solar energy for heating water, as
well as of our hotels. We have also
started a few projects using photo-
voltaic energy at schools, government
buildings and Harrison Cave. Although
there were no significant developments
in the field of wind energy. studies

Organi zaci 6n Lati noaneri cana de Eneraqia

Lattin American Eneray Ouoenization » OLADE

were undertaken to assess the poten-
tial in that area. A Centre for Renew-
able Energy is being established to
coordinate developments in this field.

In the coming years, the focus of the
entire region must remain an the ques-
tion of energy integration. Improve-
ments in the standard of living and
indeed the development process will
require vast amounts of cheaper ener-
gy. We would also like to see our
region further exploit its vast hydro
and other renewable potential as a
means to reducing the production of
harmful greenhouse gases.

The Caribbean region will continue to
tarego economies of scale because of
size constraints, and to counteract this
we must examine the feasibility of
either a natural gas grid or an electric
grid passing from island fo island. In
the case of natural gas, this ling would
connect the vast fields of South Amer-
ica with this region. In the case of an
electric grid, we can envisage the use
of cheap hydropower or indeed natur-
al gas from South America, making
cheaper electricity available to the
island chain.

| would also like to see the use of
renewable energy intensified in this
region, especially the wind and the
sun. The countries will need to pay
more attention to research and devel-
opment in order to maximize the enar-
mous potential these farms have.



Bolivia

Assessment of the development of
energy and hydrocarbons sector in the
region and especially in Bolivia aver
the last 10 years

To speak of Bolivia's energy potential
ten years ago and compare it to the
current situation is an exercise that is
highly useful because it shows not anly
the concrete actions that were taken by
those governing Bolivia but also the
consistency of the performance of all
the regulatory actions that were taken
for Bolivia 14 years ago.

Thus, recapitulating the most signifi-
cant landmarks is an important task to
acquire a historical overview and
prospects for the future and to under-
stand that, beyond paolitical interests,
the Presidents of Bolivia, each in turn,
were able fo envisage the country’s
future as an energy center for the
region.

Although it is true that, at first, Bolivia
did not have enough reserves, the
government’s decision to attract
investments in exploration and ex-
ploitation activities was crucial for
Bolivia to rank second, after Vene-
zuela, in terms of natural gas reserves
in South America.

As indicated, comparing our current
energy reality with the one we had a
decade ago highlights the sharp
contrast that led to a series of wise
decisions.

4

Vision of energy development in Latin
America and the Caribbean and in
Bolivia over the next few years

Without a doubt, the common denom-
inator is called regional integration,
exchange of experiences, and mutual
cooperation.

The Government of Bolivia, on the basis
of its new anergy policy, can envisage
a promising future as long as the
following guidelines are applied and
implemented in response to both the
cantext of the region’s policies and
Bolivia's reality and objectives.

Fields af action

« Praomating energy integration with
neighboring countries, a process in
which Bolivia has been the leader
and promoter of agreements that
will be consolidating the country as
the Energy Distribution Center of the
Southern Cone.

* Search for new  business
ppportunities in the sector such as
glectric power exports to Brazil
generated from natural gas
surpluses to cover the energy
demand of this neighboring country,
which has an annual growth of
3.750 MW, four times higher than
installed capacity in Bolivia.

= Promating exploration of areas with
a high oil and gas potential,
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Carlps A Contraras
Vice-Ninistar of Energy and Hydracarbons
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principally in the nontraditional area
of Bolivia.

* Promoting the industrialization of
natural gas in Bolivia using Bolivian
gas for exports purposes.

» Finally, it should be emphasized that
to adjust the sector's regulatory
framework, the Vice-Ministry of
Energy and Hydrocarbons (VIMEH)
has set up a process of adapting
and complementing the current
regulations to ensure dynamism.
continuity, consultation, equilibrium
and transparency, in order to
promate the participation of all
sector players to reach agreements
that henefit both the government
and the private sector.

Qil and gas exploration and production
are strategic activities aimed at
consolidating the future of the oil
industry, whose objective is o
guarantee the domestic supply af liquid
hydrocarbons such as natural gas and
guarantee volumes of expart, especially
of natural gas, to foreign markets,



Brazil

Hodolpfio Tourinhe Neta
Ministar of Minas and Ensrgy
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In Latin America and the Caribbean,
economic growth is associated to the
increase in commercial energy con-
sumption. Urbanization and industri-
alization tend to promote energy-inten-
sive use patterns, and an improvement
in the standard of living of the popula-
tion leads to the demand for new ener-
gy-COoNsUming services.

Over the last few years, as a result of
the growing supply of nobler energy
sources, there have heen major
changes in the region’s energy sector.
In addition to being used intensively in
the industrialization process, electricity,
natural gas, and oil products will be

substituting biomass in  various
applications.
Promating universal coverage of

electricity, especially in the rural sector,
is a priority in all countries, because
energy supply improves the guality of
living of the citizen proporlionally
maore.

Meanwhile, the growing concern about
the depletion of natural resources and
environmental impacts stemming from
their use indicates that it is necessary
to achieve sustainable development and
guarantee that energy will be supplied
on the basis of an efficient scheme
aimed at preserving the quality of the
environment.

Regarding this, an energy policy aspect
that Is increasingly important is
regional and subregional integration,
which changes the development and
supply prospects of the energy system
of the region’s countries.
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In Brazil, the search for energy salf-sui-
ficiency, adopted as a government pal-
icy in response to the oil crises of the
seventies, was replaced by the concept
of significant energy invulnerability.

Although energy self-sufficiency has a
comparative advantage, the policy of
significant energy invulnerability has
the advantage of providing greater flex-
ihility in and optimizing the manage-
ment of national energy resources.

This major change in strategic
anproach, which arose after the suc-
cessful experience with the hydropow-
er station of Itaipl, gave rise to the
energy integration process, whose first
result was the building of the Brazil-
Bolivia gas pipeline, which started up
commercially in 1999,

External dependence has been defined
in the context of market interconnection
projects developed on the basis of
existing energy complementation alter-
natives that enlarge markets and facili-
tate economies of scale and the
achievement of objectives.

As a contribution to this integration
process, it is important that the XxxI
Meeting of Ministers analyze and
approve the proposals of the Strategy
and Programming Committee to enable
OLADE to become more active and
mare highly structured so that it can
perform its role as an energy policy-
making coaperation and coordination
agency and to ensure greater effective-
ness in its role as a driving force behind
projects that promote regional and sub-
regional energy integration.

o



Chile

Over the last few years, the energy sec-
tor has undergone major structural
changes both in the region and in my
own country. Inthis process, it is pos-
sible to highlight four major transfor-
mations, which are still taking place in
many countries af Latin America and
the Caribbean, at different stages and
levels of intensity.

First of all, there is a high and steady
growth of the energy sector, measured
in terms of investment and consump-
tion. For Chile, for example, gross
consumption of primary energy has
grown between 1990 and 1999 at an
annual average rate of 5.9%. whereas
gross domestic product (GDP) has
grown at 6.7%. Second, it is a sector
where the State and the private sector
have redefined their respective roles.
Thig has taken place along with pro-
gressive modernization of the stan-
dard-setting and requlatory instru-
ments, changes in legal ownership
schemes, internalization of the envi-
ronmental costs of energy projects,
processes of energy sector liberaliza-
tion, privatization and globalization,
and greater competitiveness. In vari-
ous cases, this has been complement-
ed by a reduction in production costs
and a gradual decline in prices, except
for those countrigs that first of all have
had to dismantle previously existing
sector subsidies. Third, strong energy
integration processes have been
launched in the countries and with
neighboring countries, tending toward
more open, increasingly flexible sys-
tems that will help to set up more vig-
orous markets than those that can be
set up hy each country alone. Fourth,
as a result of the above, in various
countries there has been a structural
change in the energy matrix, because
growing integration enahles resources

Vivignee Blaniat, Executive Secretary
of the National Energy Commission

. e

to be shared through international
trade, with the resulting benefits in
terms of costs and quality. In the case
of Chile, for example, natural gas avail-
ability and consumption  have
increased  considerably  through
imparts from Argentina. Its consump-
tion grew by 45.8% in 1998, and by
the following year it had grown at
90.1%. In 1995, natural gas account-
ed for 8.5% of the national energy
matrix, and by 1999 this share had
increased to 20%.

None of these trends would have been
possible without the institutional sta-
bility that is needed and which most of
gur countries now enjoy, with the
gstahblishment and operation of stable
and transparent rules for all players,
and growing confidence in the public
and private sectors.

In our vigw, the central features of the
energy sector's development in the
decade we are about fo begin provide a
line of continuity and further consoli-
dation of the trends indicated above,
with a strong impetus toward integra-
tion. Without a doubt, the region will
cantinue with its modernization and
renewal of the regulatory frameworks,
not anly for the electric power sector
but also the oil and gas sectar, and cur-

Organi zaci 6n Lati noaneri cana de Eneraqia

rent trends are pointing toward market
globalization and liberalization. The
case of Chile, which was a pionger
experience in privatization and liberal-
ization in the eighties both in Latin
America and the world, is now in the
process of redesigning this process in
order to ensure a substantive leap for
market liberalization and, at the same
time, supply security and regulatory
stringency, placing Chile at the leading
edge of integration into the new econ-
omy during the decade that has just
hegun.

This modernization will tend toward
market development and enlargement
and, with the introduction of clear stan-
dards and conditions for contract
accountability, it strives to ensure that
industry itself will have adeguate
incentives to integrate its adaptation to
a globalized ecanomy appropriately,
with a constant improvement in the
service conditions and prices offered
to the market. At the same time, we
want industry to be capable of leading
the international energy integration
process and diversifying the energy
matrix in a direction that is in keeping
with sustainable use and respect for
the environment.

Thus, the priority issues in the future
will be: the consolidation of environ-
mental protection processes and
mechanisms, and along with these
concerns, the search for energy effi-
ciency, the development of renewable
sources of energy, the introduction of
major breakthroughs in management,
guaranteeing quality and energy sup-
ply security, and a more egalitarian
availability of energy for consumers,
especially for the poorest sectors of the
population.



Colombia
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Carfos Caballero
Ministar of Minas and Energy
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Energy sector development in Latin
America and Colombia in the nineties

The last 10 years have been a period of
change in the Latin American region,
and the energy sector is the one that
has undergong the most transforma-
tions in this evolution. Energy contin-
ues to be a fundamental factor for the
econamic performance of Latin Amer-
ica and the Caribbean, not only
hecause of the huge investment
required for developing available
resources and suitably ensuring sup-
ply to meet the demand for this input
that is essential not only for economic
growth and improving the living condi-
tions of the region, but also because of

the sector's participation in generating
exports and State revenues.

In a world context of globalization, the
countries of the region have been pra-
moting a process of structural change
in their economies, at different paces,
using the market as the principal ele-
ment for resource allocation, with the
growing leadership of the private sec-
tor and with the role of the State focus-
ing on regulation and the supply of
public goods and specific services,
such as justice, national security, and
public education and health. In this
process, a large number of countries
has achieved progress in enlarging the
involvement of private capital to tap
available resources and deliver energy
services that were previously the
responsibility of the State. During
these vears, the progress made in fur-
thering regional energy integration,
especially through interconnections of
electricity and natural gas supply sys-
terns and the coordination of regulato-
ry schemes, is noteworthy.

In the case of Colombia, the energy
sector has become increasingly impor-
tant, not only in terms of its contribu-
tion to the production of goods and
services and exports but also in terms
of generation of national and local pub-
lic revenues. The GDP of the energy
sector grew in the nineties at an annu-
al average rate of close to 5%, com-
pared to an annual average rate of
3.6% for the economy as a whole,
During the same period, oil displaced
coffee as the principal export product.
Royalties and taxes coming from the
production of fossil resources and fuel
consumption are also an important
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source of state revenue, at both the
national and regional level, for financ-
ing public investments in the construc-
tion and maintenance of transportation
facilities, health, education, and envi-
ronmental improvement. The country
has increased the linkage of private
capital not only in sector production
and export activities, but also in activi-
ties for supplying and distributing ol
praducts, natural gas, and electricity.
As an example of this evolution, at pre-
sent 58% of the capacity for electric
power generation is private, compared
to the year 1995 when 100% was in
the hands of the State. In the last 10
years, Golombia has also made
progress in integrating its electric
power infrastructure with Venezuela.

Prospects of the energy sector in
Latin America and Colombia

In the future, one can envisage a
promising scenario for the energy sec-
tor of Latin America and the Caribbean
as a result of growing regional integra-
tion and coordination of energy infra-
structure and trade, which will enable
this group of countries to be consoli-
dated as an important and coordinated
Dloc in the process of expanding glob-
alization in this sector.

Colombia aspires to hecome a major
leader in this process and in the
region’s new energy situation, for
which it intends to set up new inter-
connections for its electricity and gas
infrastructure with neighbaoring coun-
tries and to increase the participation
of different energy sources in Latin
American trade.



Costa Rica

Efizabeth Odie Benita
Second Vice-Prasidant of the
Repuabiic and Minisiar of the
Environment and Energy
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Costa Rica and Latin American Ener-
gy Development

In a world context, where development
models change and globalization is a
process that is gathering momentum,
gach Latin American and Caribbean
country should search for betier
options that would enable it to benefit
from their comparative advantages and
thus guarantee a sustainable future
development.

Energy as such is obtained from natur-
al resources. Therefore it is necessary
to implement a palicy far the rational
use of energy. As a result, the major
challenge is to strike a balance be-
tween the two positions, so that we
can enjoy the natural wealth we pos-
5655, ensuring the sustainability of the
resources that are to be tapped, with-
out destroying them but repairing the
damages that are caused.

The development of energy resources
should be respectful not only of other
human uses of resources but also of
the need for these resources that other
living beings that are sharing the plan-
et with us may have. Because of this,
we can assert that conservation and
development are not objectives as
such, because they are leading us to
the conclusion that when planning
energy development, one must have a
comprehensive vision of the resources
to be developed.
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The challenge is therefore quite
impressive: how can we strike a bal-
ance amaong these variables that seem
to inveolve such a sharp conflict of
interests? This is a query far which
our countries must find an equitable
answer that would enable the needs of
both present and future generations to
be met,

Over the last decade, Costa Rica expe-
rienced a series of reforms in the
national energy sector, especially in the
glectric power industry, which started
with the enactment in 1990 of Law No.
7200 for autonomaous or parallel gen-
eration and its respective amendment,
Law No. 7508. This law has been con-
sidered highly successful by some sec-
tors since it has led to the development
of 26 hydropower projects thal have
helped the Costa Rican Electricity Insti-
tute (ICE) to supply electric power,
Likewise, the first project using a BOT
scheme has been developed, using
geothermal energy, with a capacity of
27 MW, which was cammissigned in
1999 In addition, with support from
private-sector investors, new and
renewable sources of energy have
been developed. At present, our coun-
try has 42.5 MW in wind energy pro-
jects, which have contributed to reduc-
ing greenhouse gas emissions.

On December 13, 1994, Law Mo, 7447
for the Regulation of Rational Use of
Energy was enacted; it is aimed at set-



ting up an instrument to implement the
country’s different production activities
50 as to promeote its efficient use in order
to take full advantage of the energy
investments that the country has avail-
able not only from the supply side but
also from the demand side, since the
efficient use of energy could became our
country’s most important clean energy
source. Enforcement of this law has
generated considerable energy savings
far our country, amounting to US$8 mil-
lion per vear. Nevertheless, | believe that
much has yet to be done since this leg-
islation has various constraints that
require constant revision.

Central American energy integration has
been promoted through the Central
American Integration System (SICA) by
means of specific projects, which are the
Electric Power Interconnection System
of Central America (SIEPAC) for electric
power matters and the Regional Gas
Pipeline for hydrocarbons,

Ratification by the parliaments of five
Central American countries of the
Framework Treaty of the Central Ameri-
can Electric Power Market as part of the
actions aimed at consolidating the
SIEPAC, permitting the countries of the
area to undertake commercial power
transactions in order to achieve greater
energy and trade integration of the Isth-
mus, is notewarthy.

Likewise, with support from the Eco-
nomic Commission for Latin America

and the Caribbean (ECLAC), the Central
American countries are seriously con-
sidering the possibility of building a
regional gas pipeline that would enable
them to benefit from natural gas coming
fram Mexico for thermoelectric produc-
tion, using a clean and cheap energy
SOUTCE.

Regarding electricity coverage in Costa
Rica, it should he indicated that, by the
end of the nineties, we had achieved a
degree of electrification amounting to
94.7% of the territory and the country’s
population. This achizvement merits a
reformulation of the strategy for supply-
ing electricity to communities that as yet
da not have this service since rural elec-
trification for low population densities is
very costly and burdensome.

In the reformulation of the sirateqgy. the
use of new and renewahle sources of
energy (mini hydro, solar callectors, and
wind energy) has been established as an
alternative means far electrification, a
project that is supported by the United
Mations Development Programme
(UNDP} and in which 32 communities
requiring this service have been identi-
fied.

There is still much to be done, That is
why the exchange of know-how and
experiences between our countries and
the advisory services of specialists in the
field of energy and the environment are
key aspects to suitable policymaking for
the planning of this sector.
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Cuba

Latin America: Assessment of its
evolution and prospects

The energy sector of Latin America
underwent major reforms that promoi-
ed better operating performance of the
companies and their capitalization.
Investment in the sector has been fos-
tered and the quality of energy services
has improved, although without signif-
icantly increasing the coverage of this
service. There are 70 million Latin
Americans and Caribbeans who have
no access to electricity. More than 15
countries have coverage indices that
are below 70%. The pace of electrifi-
cation has slowed down, especially in
rural areas. Household spending for
energy has been adversely affected by
price adjustments, in addition to the
other social impacts stemming from
adjustment processes.

As for energy efficiency, as a whole
there has been no progress, and the
region’s energy intensity has hardly
changed. Atthe same time, there have
heen changes that are not favorable for
the purposes of technological develop-
ment and environmental sustainability.
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Marta Lomas Morales
Minister far Forelgn Investment and
Ecanamic Coliaboaration
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Among the changes mentioned above,
there are predominant privatization
processes and changes in operating
schemes with less involvement of the
State, inasmuch as the State has not
played a guiding, coordinating, and
regulatory role required for energy
planning and expansion viewed as a
systemic process of a strategic nature
and has not built up the institutional
capacity needed to dismantle the cor-
respanding barriers. The objectives
that have prevailed have been shaort-
term returns and it has not been possi-
hle to secure major long-term sources
of financing. The absence of solutions
to the problem of insufficient access to
energy by poor sectors (40% of the
population} is a factor that undermines
the possibility of environmental pro-
tection, especially owing to deforesta-
tion.

Looking toward the future, the most
impartant challenges to development
and sustainability are social equity and
availability of financing to expand the
energy infrastructure, since incentives
for private-sector participation will
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decline as privatization processes
come to an end.

The State should strengthen requlatory
agencies to guarantee an authentic
scheme of competitiveness, protecting
to a greater extent the interest of users
from the action of powerful interest
groups and foreign interests and force-
fully assuming functions for the com-
mon good, such as the development of
natural resources, ensuring that the
neediest sectors of the population gain
access to energy, mitigating environ-
mental impacts, and harmonizing ener-
gy policies in order to accelerate incip-
ient regional energy integration pro-
cesses, which is the suitable way to
sustain autonomy of action in the face
of globalizing processes, enhancing
negotiating capacities on the interna-
tional market and contributing signifi-
cantly to resolving local energy prob-
lems, bearing in mind especially the
high energy potential for the region.

Cuba: Evolution and prospects

Energy policy measures played an
important role in tackling the crisis of the



early nineties. These measures involved
refocusing the strategy for energy devel-
opment, giving priority to the develop-
ment of national sources of energy and
enhancing energy efficiency.

The liberalization of the sectar to per-
mit foreign capital investment for oil
exploration and production using a risk
gxploration contract scheme con-
tributed to attracting investments on
the order of US$450 million, which in
the present decade led to a sixfold
growth of the oil and gas extraction
volumes, which by the year 2000
amounted to about 3 million tons of oil
equivalent. There was also an impor-
tant process of technological develop-
ment in oil and gas activities. It is
expected that the volume reached can
almost be duplicated aver the next five
years and amount to 10 million tons by
the end of the next decade. Work is
pbeing done in agsociation with PETRO-
BRAS for offshare oil exploration in the
narthern part of the country, and Cuba
has recently allowed foreign invest-
ment in it Exclusive Economic Zone
located in the Megahasin of the Gulf of
Mexico.

The use of heavy crude and domestic
gas (in the latter case with highly pos-
itive economic-environmental impacts,
including the production of sulfur) is
vet another relevant aspect. Next year,
70% of electricity will be generated by

national sources and over the next
three to four years, this share will have
increased to 90%. The number of con-
sumers benefiting from these national
resources, which include the cement
and nickel industries among the most
impaortant, continues to grow. In view
of the foreseeable increase of extrac-
tion, various technological alternatives
for the use of heavy oil, including its
refining, are being studied.

The electric pawer seclor is also open
to foreign participation in power gen-
eration activities, with mixed enterpris-
es being set up as independent pro-
ducers for gas-fired power generation
{the transmission and distribution
stages will remain entirely in the hands
of the State) and a BOOT-type business
scheme. The Eastern European tech-
nology of thermoelectric stations has
been upgraded, and this has enhanced
the efficiency of national crude oil con-
sumption and enabled the sector to
benefit from the technical availability of
these facilities.

Megotiations are taking place for the
participation of foreign capital in tap-
ping rengwable sources of enerqy,
especially the use of the energy stem-
ming from sugar cane hagasse. Other
renewable sources of energy have can-
tinued to be developed basically to
support rural electrification.
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Energy intensity has declined by 15%
in the decade; two thirds of the reduc-
tion was possible thanks to the imple-
mentation of an Energy Saving Pro-
gram that was launched at the end of
the decade. Volumes far higher than
the cumulative amounts invested in the
three decades previous to the nineties
have been invested in energy efficien-
cy. The ratio between imported energy
supply and GDP has declined by about
37% during the period, as a result of
the development of national sources
and the rise in energy efficiency.

The population has continued to
expand its access to commercial
sources of energy (more than 95% of
the population with electric power ser-
vice) and a gasification program, which
over the next few years is expected to
bring benefits to 3 million persons, is
being implemented. By the end of the
next decade, it is hoped that 75% aof
the population will be consuming gas
(almost 80% consumed kerosene in
1998).

It is envisaged that, thanks to the
above, there will be a significant
increase in the country's energy self-
sufficiency. To achieve this, the plan-
ning of the economy, the active role of
the State, and the consolidation of its
regulatory and oversight functions
have played a central role.

11



Ecuador
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Pablo Terdn Ribadeneira
Mimister of Energy and Mings
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Ecuador started implementation of its
liberalization policy to encourage the
private sector to invest as a partner
with the State in the oil and electricity
sectors, among others, as a viable

salution far the development of the
Bconomy.

Ower the short term, the optimal use of
oil and gas resources constitutes the
hest and fastest solution to the crisis,
since it requires major investments of
fresh capital, fosters the generation of
employment, gives greater impetus to
production and contributes to intro-
ducing new resources. The country
hias the resources but lacks capital and
technology for their development.

Development of the oil and gas sector
will enable Ecuador to obtain
resources to reactivate its production
sector, generate funds for the many
social projects that have been planned,
and contribute to the country’s trans-
formation and modernization on the
hasis of the efficient use of the hydro-
carbons that have been discovered and
those that are as yet untapped, the
explaration of new frantiers to consal-
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idate the country’s export status, and
also maintenance of high-quality fuel
supplies to the domestic market.

Construction of the heavy crude oil
pipeline {Oleoducto de Crudos Pesa-
dos—OCP) is one of the largest pro-
jects over the last 20 years; it will per-
mit a reactivation of the oil sector,
which is currently depressed owing to
the absence of fresh investment.

The process is irreversible and accord-
ing to the timetable that has been set,
once there are clear laws and regula-
tions for implementation, it is expect-
ed that construction will begin in Janu-
ary 2001,

The Government determined that, in
the view of the lack of own resources
to carry out this project and the scarci-
ty of public funds which are being
aimed primarily at social works, it
should be the private sector that
should take the risk of building this
project without any state backing.

It is expected, however, that the eco-
nomic earnings sltemming from the
installation of the OCP will be aimed at
meeting pressing social needs.

Construction of the oil pipeline to carry
heavy crude is a project that, in addi-
tion to contributing to the reactivation,
optimization, and increase of il pro-
duction in the major oil figlds of
Petroecuador, will promote the pro-
duction of new oil reserves in the
southeastern area of the country.

Some econamic data underscore the
benefits of this project: USS500 mil-
lion in new investments, which is the
amount needed for building the pro-
ject, and between US31 billion and
US$1.5 billion in investments 1o
increase crude oil production.
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Furthermore, there will be a net addi-
tional income of USS4 billion for
Ecuador during the years the OCP is
being built and as production increas-
gs, The increase in oil exports in four
years, estimated to be about US$3.1
hillion, will avoid the loss of US$H1 hil-
lion, since it will enable current oil
reserves to he suitably tapped.

For not having already built this pro-
ject, Ecuador has suffered a loss of
income of about US$1.4 billion over
the last five years.

As for the social benefits, this project
will exert a direct and indirect multipli-
er effect on the country’s gross domes-
tic product (GDP} and employment.

It will generate ahout 30.000 new jobs.

About US$250 million will be aimed at
paying the salaries of the project's
workers,

It will promote the development of the
economy, infrastructure and social
programs in the provinces of the Ama-
Z0n region.

The public institutions receiving oil rev-
enues will benefit from the increase in
economic resources available.

Since large amounts of new revenues
will become available, there will be
more schools, more hospitals, and bet-
ter highways, teachers and physicians
will be paid on time, and social care for
children and the poor will improve.

It will definitively enable the extraction
of the country’s wealth located under-
ground to put an end to the misery that
has spread above ground.
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Energy sector development in El
Salvador and its integration into the
region

In El Salvadar, energy resources are
scarce and limited. Because of this,
the country’s development has always
been closely tied to regional develop-
ment and has fostered the develop-
ment of economic and energy integra-
tion initiatives for many years, facilitat-
ing the achievement of significant
progress that has enabled it to address
globalization jointly with the Central
American Isthmus.

In the past, the energy sector of El Sal-
vador was characterized by a high
degree of State interventionism. The
functions of planning, regulation, and
operation are concentrated in a few
institutions. Until 1989, energy policy-
making, development planning, and
the establishment of standards were
concentrated in autonomous state
institutions.  Nevertheless, in the
nineties, major reforms were carried
out in the sector, competitiveness was

introduced, important energy assets
were privatized, new regulatory institu-
tions were created, and modern laws
for the electricity subsector and the
anvironment were enacted, permitting
the development of power markeat and
greater environmental protection.

The structural changes that have taken
place in the energy sector over the last
five years have led to a dynamic elec-
tric power market that includes the
harmonious participation of the private
and state sector, where regulatory
activities are being increasingly con-
solidated, guaranteeing clear rules for
operators, greater efficiency, and more
competitiveness.

The objectives of introducing competi-
tion and private-sector participation in
the energy sector in El Salvador have
been combined with the objectives of
achieving greater energy integration
with the Central American |sthmus
region. In this context, the country has
participated actively in regional pro-
jects such as the Honduras-El Salvadar
power interconnection, which is esti-
mated to end in the year 2001, and in
the development of the project Electric
Power Interconnection System of the
Central American Countries (SIEPAC),
which provides a vision of the future
for the region with the gradual dewvel-
opment of the power market of the
countries,

SIEPAC is of the utmost importance for
the Latin America and Caribbean
region, since by the time the project
has concluded in the year 2006, Cen-
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tral America will have achieved energy
integration with Mexico and Colombia
in a short lapse of time and there will
be a free flow of trade hetween the
region’s countries.

Another important aspect of the grad-
ual development of electric power mar-
ket of Central America is the ratification
in 1998 of the Framework Treaty of the
Electric Power Market of Central Amer-
ica by the legislatures of the countries
of the Central American Isthmus. This
regional legal instrument permits the
gradual growth of the power market
and creates requlatory and operating
entities for the regional market, name-
ly, the Regional Electric Power Inter-
connection Commission (CRIE) and
the Network Operator Entity (EQR),
respectively.

The Framework Treaty and the opera-
tion of the market regulatory and oper-
ational entities in Central America will
facilitate international fransactions and
guarantee greater energy integration
between the countries,

The experience and achievements of
energy integration in Central America
are proof that Latin America and the
Caribbean are aiming their energy
development toward greater integra-
tion, where all the players who are par-
ticipating can develop their skills and
energy services will be high quality and
low cost. This will be the principal
challenge for the region over the next
few years, namely, to ensure that the
population can benefit from integra-
tion.
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The principal component of primary
energy supply in Latin America and the
Caribbean is oil. which accounts for
close to 50%. The region's energy
supply and demand have been marked
by positive growth rates throughout
the past decade, with demand exceed-
ing supply by approximately 0.2% on
average. Total oil exports of the region
are appraximately 5 million barrels per
day, whereas impaorts amount to 1.15
million barrels per day.

QOver the past ten years, the energy
sector of Latin America and the
Caribbean hag been characterized by
the achievements in privatization of the
glectric sector and greater openness
{liberalization) of the hydrocarbons
sector to private investments.

In Grenada, the State relinguished its
control aver the electricity power sec-
tor in 1984, when it sold the island’s
only power utility, (Grenlec). Our
installed capacity has moved from 18
MW {1990) to 27.23 MW (1999).

The quantum of electricity subscribers
has grown from 19,196 (1986) to
34,292 (1999) aver the last decade in
this country, as a result of our rural
glectrification drive in the mid-eighties.
Thig in itself provides an indication of
the greater welfare of our population.
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Today, the national electric grid covers
the entire island, with the exception of
small villages, within & three miles dis-
tance from the said grid.

The progress made under the frame-
work of energy integration projects is
commendable, The US52.033 billion,
gas pipeline between Brazil and Bolivia,
the pipeline between Argentina and
Uruguay, the interconnection projects
between Colombia and Ecuador with a
capacity of 30 MW, and the renewal of
the San Jose Accord are just a few
shining examples of progress made to
improve the standard of living of our
peaples.

In Grenada, a country that relies an
imported petroleum products to satis-
fy her energy needs, attention has been
given to the sensitization of consumers
in the areas of energy conservation
and rational/efficient use of energy. We
have benefited considerably from the
technical assistance for the installation
of solar water heaters in all our public
hospitals and the conducting of ener-
ay audits at selected institutions.

In contrast to the last ten years, the
structure of our energy prices in the
nineties has been maodified to reflect
real market prices. The prospects for
energy development in Latin America



and the Caribbean over the next few
years appear to be guite positive. The
challenge of expanding and moderniz-
ing the national energy sector is one
that needs to be embraced affirmative-
ly by all stakeholders.

The energy sector has been henefiting
increasingly from the change in tech-
nology and the deregulation processes
that are being experienced globally. In
fact the structural changes and invest-
ments in this sector have contributed
considerably to institutional strength-
ening and capacity building, and in
particular, its capacity to address pre-
sent and future challenges.

Over the next few years, there will be
numerous opportunities for new ener-
gy integration projects in the areas of
hydrocarbons (natural gas and ail
products) and renewable energy (geo-
thermal, hydropower, etc.). Data gen-
erated by the SIEE indicates that the
region’s final energy demand is char-
acterized by the predominance of
hydrocarbons, which accounted for
more that 50% of final domestic
demand. It is expected that projects
like the Caribbean Renewable Energy
Development Project (CREDP) will pro-
vide the necessary technical assistance

to enable the region to eliminate the
barriers to the application of new and
renewable energy, thereby contributing
to a greater energy mix.

In order to enhance the prospects for
energy development, consideration
must be given to the formulation and
development of an appropriate policy
environment for informed decision
making. In Grenada our existing legal
framewaork will be speedily updated
and modernized and new paolicies and
legal framewarks for energy efficiency
and renewables incorparated therein.

It is anticipated that the progress made
in liguefied natural gas (LNG) research
and development will present new
oppartunities for further transforma-
tion and development, and in some
cases (including Grenada) revolution-
ize nat only our energy sector, but our
entire economy.

In this respect, the process of contin-
ued Maritime Boundaries Delimitation
Megotiations with the Republics of
Trinidad and Venezuela is critically
important to the initiation of petroleum
exploration and development activities
in Grenada.
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Energy Sector: Assessment of the
Development Achieved and a Vision
for the Future

Until the eighties, the energy sector
had evolved in an environment where
state actions prevailed as a result of the
consolidation of monopolistic struc-
tures where the most important
schemes were planned development,
vertical integration, economies of
scale, expansionism and oftentimes
heavy political intrusiveness. Likewise,
the State was in charge of company
activities, which led to financial, oper-
ating, regulatory, and standard-setting
problems.

Globalization, worldwide market liber-
alization, the decline of energy rates
and prices. the absence of incentives
tor efficiency, and the depletion of tra-
ditional financing sources triggered a
shift in approach, one based on the
introduction of efficiency and compet-
itiveness, looking for a model that
would contribute to the economic,
social, financial, and environmental
sustainability of the countries.

In the nineties, the majarity of the Latin
American and Caribbean countries
started making efforts to transform the
structures of the energy sector. These
efforts are especially evident in the
electric power subsector, where, albeit
with delay and the application of differ-
ent schemes, there was a vertical
breakup of electric power activities and
the creation or consolidation of entities
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in charge of energy tariffs and pricas,
standard-setting, trade, and system
operation. This scheme opens up
opportunities for private-sector partic-
ipation, especially in the area of power
generation and distribution and so that
the State could carry out with greater
impetus the work of subsidiarity,
indicative planning, and ensuring that
the players carry out their activities
with respect for the principles and soir-
it of the frameworks that were estab-
lished.

Although progress has been consider-
able, there is still much to be done. In
short, it is evident that the fellowing
has to be done: take up the challenge
of ensuring that political players con-
tribute to the consolidation of the
reforms that were undertaken: support
and strengthen the activities of the
institutions in charge of managing the
sector, especially the regulatory enti-
ties; increase human rasource training
programs for more effective decision
making in the new tasks they must
undertake; extend and diversity energy
caoverage, in the amount and with the
quality that are required, especially in
the rural area; increase the small and
large-scale use of renewahble sources
of energy to reverse the trend of using
technologies that consume oil prod-
ucts: provide incentives for attracting
the capital that is needed to fund the
sector; and undertake the integration of
the region’s energy infrastructure and
markets.
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In the past decade, the energy sector
of Latin America and the Caribbean
(LAC) has been greatly constrained.
LAC countries all have one comman
problem, that is, individually they do
not possess the financial capacity to
meet the demand for the development
of their energy sectors. Attempis were
made to create energy institutions, but
they were not successful in their imple-
mentation for various reasons, mainly
because the assets contributed were
from the developed countries and
other multilateral donor agencies.

Guyana is a country rich in natural
resources, having a vast potential for
new and renewable energy. These
include solar, wind, biogas, biomass
and hydropower, the latter two being
the most attractive. Their develop-
ment, however, has not been in keep-
ing with their potential, since the coun-
try still remains heavily dependent on
petroleum energy products as its
major source of energy. In order to
foster its development, new and innov-
ative financing mechanisms must be
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found, hecause without financial
power, we are but a voice in the wind.

The development of an energy bank
will solve this problem. The assets of
the bank will be derived from an ener-
gy fee of 1 U.5. cent per kWh, which
will be applied to consumers through-
out LAC.

The benefits are enormous, since
annual gross assets accrued to the
bank will be in the vicinity of US$8.7
hillion.

»  This will ensure that about 4,000
MW of new energy can be installad
in Latin America and the Caribbean
per year.

+  With every new MW of power
installed and energy sold, more
monay comes into the bank,

+ The bank will finance a university
second to none,

+  Excess green energy will be sold to
North America at competitive
prices moving closer towards a
sustainable environment, which is
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in keeping with OLADE’s regional
integration plan.

« The Caribbean isolated island
states will have access to new
enerqy as per demand.

*  The petroleum industry of LAC will
benefit tremendously by having
access to capital to research and
develop new oil fields and to devel-
ap new refining capability to be
able to market a very refined prod-
uct at lower costs, the cost of cap-
ital being negligible as a result of
borrowing from the Energy Bank.

The Latin American and Caribbean
Energy Organization (OLADE) at the
XXX Meeting of Ministers held in Rio
de Janeiro in June 1999, focused on
the central topic Energy Interconnec-
tion and Regional Integration in Latin
America and the Caribbean. In
Guyana, initially, buying power is a
necessity, but the ultimate goal is to
sell power to Latin America and the
Caribbean. It is perceived that energy
costs will be much lower than the ener-
gy sources currently available. In the
meantime, hydropower and other alter-
native energy sources will still be
developed.

The Government of Guyana is commit-
ted to the development of the country’s
energy resources through private sec-
tor localforeign parinerships.  An
international transmission line inter-
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connection at the Guyana-Brazil border
will guarantee a load demand since this
line can also serve to supply the Latin
American market. A proposal for a fea-
sibility study to establish an interna-
tional interconnection, which will inter-
connect Guyana, Brazil, Venezuela and
Suriname, has already been put for-
ward to OLADE. The establishment of
such a line is critical to the develop-
ment of Guyana’s vast hydropower
resources and it also gives the impetus
needed for investment.

It is my strong belief that all energy
sectors should have renewable energy
development as their main focus, even
if the energy sector is driven by con-
ventional energy. Regional energy sec-
tor objectives must adapt to the immi-
nent changes in energy sector devel-
opment globally,  Limited fossil
reserves being the main reason, with
the numerous negative effects from
global warming to climate change
being only the secondary effects. We
presently have the ability to develop
sustainable alternatives rather than
exhaust existing natural  fossil
reserves.

This is the time to pool our resources
together to benefit OUR people.
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Over the last decade, the energy sector
of Latin America and the Caribbean has
attracted 52% of the warld's energy
investments. The start of the new mil-
lennium shauld witness the consolida-
tion of the success of the integration
efforts coordinated by the Latin Amer-
ican Energy Organization, in view of the
large amount of natural resources
available in the region, namely, 13.4%
of the world's oil reserves; 5.5% of the
world’s natural gas reserves; and 2%
of coal reserves, as well as a high
hydropower and geothermal potential,
calculated at 620,000 MW.

Regarding Haiti, the energy sector has
not been able to attract investments
owing to the scarcity of natural energy
resources, which has forced decision
makers to adopt a demand-side man-
agement policy. The country’s devel-
opment is conditioned by two factors
that are directly related to improving
the living conditions of the population.

a. Supply of more thermal ener-
gy services for the residential

sector and for small enterpris-
es with less prassure on wood
resources.

b. The supply of sustainable ser-
vices of electricity to con-
sumers at an economical price
and in sufficient amounts.

With respect to these two factors,
importing 0il products exerts a adverse
impact on the country’s balance of pay-
menis.

Thermal energy services

The high level of environmental deteri-
gration in Haiti hampers all efforts to
improve the quality of living. There are
many causes for this deterioration;
nevertheless, the predominant factor
continues to be deforestation, which is
affecting agriculture and hydroenergy
production. Amang the elements influ-
encing the deforestation process there
is, first of all, the growing demand for
charcoal and firewood by cities and
marginal urban sectors.

Electric power services

Haiti’s current electric power supply
cannot meet demand or contribute to
ecanomic and social development.
The national power utility fulfills its
objective mainly in urban centars. The
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national power coverage rate is on the
order of 15%, with huge problems in
distribution, service supply security
and financing capacity. Over the years
1989-1996, production as a whole has
been marked by major fluctuations.
Ouring this period, production has
increased by 6%, although technical
and nontechnical losses have also
risen at the same pace.

Haiti’s future energy development

From the geographical point of view,
Haiti is part of the Caribbean. Never-
theless. its energy potential is very dif-
ferent from the potential of ather coun-
tries of the region. This is a very spe-
cific characteristic that should be taken
into consideration in the development
of the country’s energy sector. [n the
current context, in order to fulfill its
obligations to provide universal cover-
age of electricity, the Government
envisages energy sector development
in three phases: legal reform of the
power sector with the establishment of
an autonomaous regulatory entity; mod-
ernization of the national power utility;
and a power supply program in rural
areas and remote villages. The substi-
tution of charcoal and firewood for
other fuels continues to be a short- and
medium-term objective.
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Honduras

Energy Sector Evaluation: Latin

America and Honduras

In the last decade, the energy sector
has become the driving force behind
the socigeconamic development of the
countries of Latin America and the
Caribbean. Although our governments
have made efforts to define the role of
the State as the promoter of sector
development, the economic phenome-
non of globalization indicates that ener-
gy supply cannot be managed sepa-
rately, and because of that integration
is an essential element to guarantee
regional energy complementariness
and sustainability.  Financial con-
straints and debt problems have been
and continue to be one of the major
obstacles to meel the region's energy
demand, forcing countries o take eco-
nomic and political measures to pro-
mote, by means of a suitable legal
framework, the participation of private
investment in the sector.

in Honduras, as in the rest of Latin
America, energy policies and strategies
have been introduced over the last
decade to promote development by
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means of the following: increase in the
availahility of electricity in the intercon-
necied system to contribute to rural
electrification; facilitate industrial
expansion offering incantives to private
investment through energy policies
that include: a) tax exemptions for the
introduction of fugl for energy produc-
tion, b) incentives for the generation of
renewable sources of energy, with tax
gxemptions for the introduction of
equipment, as well as income tax
exemptions during the first five years
of commercial operation and mandato-
ry purchase of energy by the Mational
Electric Power Utility; and c) the pro-
motion of projects that include carbon
certification costs in their financial
analysis.

Despite the above, in the specific case
of the electric power subsector, by the
end of the decade private-sector par-
ticipation in generation had been
ensured. Although this was done ini-
tially in thermoelectric stations, it has
led to the current interest in power
genaration using renewable sources of
energy. Likewise, as a result of the
disaster that Hurricane Mitch left in its
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wake, the State of Honduras proposed
the National Reconstruction and Trans-
farmation Plan, providing strategic
guidelines to consolidate the electric
power subsector and to compensate
for the losses that, among the power
generation facilities alone, amounted to
USE16.7 million and to provide incen-
tives for the use of alternative sources
of energy. This has led to the submit-
tal of 72 requests to the present Sec-
retariat from private-sector investors
far power generation projects using
clean sources of energy, amounting ta
a total power capacity of 1023 MW,
which could be incorporated into the
system over the short term.

As signatories to the Kyoto Protocol,
we are committed to developing ratio-
nal and efficient use of energy policies
for the reduction of greenhouse gas
emissions, which damage our environ-
ment. As aresult, in its search for sus-
tainable development, the State is pro-
moting social, economic, environmen-
tal and equity actions aimed at improv-
ing energy distribution and use.
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Some Regional Energy Sector Devel-
opment Strategies

As our productivity in Latin America
and the Caribbean has increased, living
standards have risen in the last ten
years and so has commercial energy
demand. For this reason, in the future
we need to pay greater aftention to
energy development as a function of
gconomic growth. | will mention four
areas, in particular, that require greater
attention:

+  The matter of energy security

*  Energy efficiency improvements

« Capacity building of the private
and public sector

» The environmental benefits of
cleaner fuels

Security

In the Caribbean. a major need is to
extend electricity service to unserved
populations as well as service the
demands of agriculture, transport and
urban-industrial growth. We have
tended to view energy security since
1973 as merely reducing dependency
on oil consumption and imports. How-
gver, in today’'s market environment,
energy security is an issue shared hy
both impaorting and exporting coun-
tries.

Qur energy security can be enhanced
by

Aobert Bickersgil!
Ministar of Mining and Engrgy |
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«  The ability, through the state or
private sector, to access foreign
gnergy resources and products
that can bhe freely imported
through ports, pipelines and elec-
tricity networks where relevant.
This can be assisted by charters,
energy treaties, and other trade
agreements.

« Keeping adequate country or
regional reserves to strategically
make up for any transient interrup-
tion, shortages or unusual high
demand.

+  Developing indigenous renswable
energy resources that can be a
part of the local energy mix.

» Diversifying impart sources and
types of fuels.

To ensure security in many Caribbean
countries, electricity supplies are bal-
stered by standby plants on the con-
suming premises. Attaining a reason-
able standard of energy security in the
public system is essential not anly to
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improve security, but also to limit the
wasted resources on standby plants
and unused reserves. This can be
improved by better system planning
and by investment in training and
maintenance, rather than only invest-
ing in system extension.

Of all the energy forms. crude oil is still
the most important for energy security.
OPEC has the power to influence oil
prices through supply allocation, and
its influence has increased recently.
However, oil prices are now tao high,
and this is proving to be a burden to
S0Me economies.

Natural gas is gaining importance and
should become an integral part of the
energy mix in the Caribbean, whenever
it is technically and economically
viable.

Energy Efficiency

We have traditionally underastimated
the econamic potential of energy effi-
ciency and its positive impact on the
economy, the environment and
employment.

Realizing our energy efficiency poten-
tial is not only beneficial for the con-
sumer, but also benefits the economy
by the re-spending of saved energy
cost, the substitution of energy
imports by locally produced efficiency
goods and services, as well as growth
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in employment, construction and tech-
nical innovations.

Among the energy efficiency policy
recommendations are;

1. Energy audits in all medium and
large enterprises.

2. Fostering cogeneration in industry.

3. Customs tariff relief on imported
equipment related to energy con-
servation.

4, Setting energy standards for con-
sumer equipment with restrictions
placed on the sale of low efficiency
equipment,

R & D programmes in energy effi-
ciency as a distinct component of
the science and technology plan.

F..."I

6. Intensifying efforts in creating
awareness on energy conserva-
tion.

The commitments of the Kyoto Proto-
col are major drivers of energy effi-
ciency, because about 70% of green-
house gases are related to energy use.

Capacity Building

A challenge lies in capacity building
with respect to public awareness and
human resources development. Our
task is to provide training, both at the
technical and policymaking level; to
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raise awareness and provide informa-
tion. We nead massive public educa-
tion programmes, with the participa-
tion of a full range of social actors in
the public and private sectors.

The capacities that are required in our
countries include the local manufacture
and marketing of appropriate technolo-
gies. We need to provide education
and further training for public and pri-
vate managers and supervisors, opera-
tars and maintenance workers and
research scientists and technologists.
Capacity building will require institu-
tional reforms that include savings and
investment institutions, regulatory
frameworks and enforcement proce-
dures. as well as standards and certifi-
cation. The important message is that
too often poor information and train-
ing, low awarensss, and general ingr-
tia result in policy failures.

Unless substantial improvements in
capability and capacity building are
made, our problems will not likely be
resolved. Perhaps the time has come
to consider a regional approach to
training and capacity building on a for-
mal basis.

Enviranment

Fuel use is the major cause of urban air
pollution. | am pleased to indicate that
in Jamaica, although the regulations
allow for a phase-out period of lead in
gasoline up to July 2003, we fast-
tracked our commitment and phased
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out lead in gasoline in April 2000. This
is in response to a commitment mads
at the Summit of Americas meeting in
1994.

The use of cleaner fuels is part of our
commitment to control environmental
pollution as we move toward a sus-
tainable energy system.

Conclusion

When energy prices rise rapidly, a seri-
ous deficit in balance of payments
oceurs in many Caribbean countries.
Indeed, the debt burden from the sev-
enties persists to this day in many of
our countries and our people confinue
to feel its effects.

Affordable and accessible energy ser-
vices could dramatically improve stan-
dards of living and economic growth.
Electricity prices to consumers in
Caribbean countries range from a high
of 35 U.S. cents per kWh to a low of 5
U.S. centers per kKWh. In Jamaica, it is
approximately 12 U.S. cents per kWh.
It is clear that we need to reduce ener-
gy intensity and where possible, ener-
Oy prices,

Our strategies throughout the region
must include capacity building in both
human resources and finances, in
arder to harness appropriate supply
and end-use energy technologies. But
further, we must convert our strategies
into policies, wielded by effective pali-
cy agents. Therein lies our challenge.
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Latin America and the warld energy
revolution

Ower the last decade, progress in com-
puter technology has accelerated world
globalization and trade processes.
Greater flows of information at increas-
ingly faster speeds have transformed
gconamic structures, the way in which
markets and governments are orga-
nized and operate, and how economic
players and nations interact, The most
advanced energy sectors are currently
deeply involved in this shift, which is
also called the “new economy”. By
dismantling barriers to entry and using
tools such as Internet, this new econo-
my is revolutionizing the way of pro-
viding services and creating wealth.

Energy sectors have also been dereg-
ulated to stimulate competition. This
has revolutionized the way of operating
companies, attract fresh investment,
and reduce the prices of goods and
serviges, Thus, industries that former-
Iy were set up as monopolies have now
been broken up, fostering higher levels
of competitiveness, as has occurred in
the electric power industry in power
generation, distribution, and marketing
processes. Likewise, in the natural gas

Lisis Téifez K,
Sacretary of Energy
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industry, there are new competitors
warking in natural gas extraction,
transport, storage and distribution. In
oil. the technological breakthroughs
have tended to favar the vertical inte-
gration of the companies and mergers
aimed at reducing costs.

As tor the users, they have witnessed a
rise in the number of options for com-
prehiensive energy goods and services.
This has led to the consolidatioin of
competition in the sector and, as a
result, higher quality and lower prices.

Over the last decade, in Latin America,
a large number of energy markets have
been modernized, including the electric
power industries of Argentina, Bolivia,
Colombia, El Salvador, Guatemala,
Panama, and Peru, which have joined
Chile in setting up more open markets;
in the natural gas industry in the
above-mentioned Andean countries,
plus Venezuela and Brazil, where
exploration and production activities
have been especially deregulated; and
in Mexico where there is new private-
sector participation in natural gas
transport, storage, and distribution; or
in the oil industry in those South Amer-
ican countries and Ecuador that have
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attracted new private-sector invest-
ments.

Energy interconnections have also
increased with gas pipelines and frans-
mission lines. as in Bolivia, Brazil,
Argentina, and Childe; in electric power
interconnection projects in North
America, where Mexico is participating
albeit to only a limited extent; orin the
gas pipeling project between Mexico
and Central America, which will be
consalidated in coming years.

In the future, the challenge of Latin
American energy sectors will be to
keep up their competitiveness as pri-
mary suppliers in the face of new world
trends. In particular, Mexico and the
remaining  countries  with anergy
potential in the region should use the
new technologies in order to transform
their way of organizing and operating
their sectors in order to attract more
private-sector investment; consolidate
deregulation processes to ensure the
transparency and optimization of the
operation of their markets; and provide
increasingly comprehensive energy
services to compete globally with a
sufficient supply of high-quality and
low-cost energy inputs.
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Nicaragua

Luis Veldzquez Moliari
Exacutive Secratary of the
Nigfional Energy Cammission
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Assessment of the Regional and
Mational Energy Sector

For Central America, the most impor-
tant change is without a doubt the con-
solidation of democracy in the region.
As a result, we now have peace in the
region, which is a highly important ele-
ment to ensure social and economic
development of our corresponding
societies. Fratricidal wars and bloody
conflicts are now things of the past. At
present, thanks to peace and demaocra-
cy, these societies and governments
can dedicate themselves to working
harmoniously and peacefully to ensure
social progress and build up the econ-
omy for their citizens and thus working
together in eliminating the poverty that
continues to beset large sectors of the
population.
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Modernization of the energy sector in
the region is a direct result of the
installation of democracy and peace.
Today we are witnessing vigorous
growth of the region’s energy sector,
which has become highly diversified
and is aware of the importance of envi-
ronmental protection. At the same
time, along with economic growth,
healthy growth of demand has also
heen observed. Of equal importance,
we see with satisfaction an increasing-
ly tighter integration of regional ener-
gy markets, through the proposal of
projects such as the Regional Mexico-
Central America-South America Gas
Pipeline and the regional electric power
intercannection project known as
SIEPAC.

In Nicaragua, the most important
change is the creation of a new electric
power market with the liberalization of
the national energy sectar permitting
private-sector investment. Before the
Electric Power Industry Law (LIE) was
adopted, this sector consisted of a
state monopoly, which was totally inte-
grated in generation, transmission, and
distribution, but with the enactment of
the LIE, a new national power market
was created, privatization of the power
utility was provided for, and rules for
operating and managing the new
national power market were defined for
all the economic agents involved. This
liberalization for private-sector invest-
ment has led to the consideration of
new topics that had never before bean
dealt with in the sactor. At present,
some of the improvements that have
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taken place include technical and eco-
nomic efficiency, healthy competitive-
ness, hetter equity in service distribu-
tion, and the gradual shift of the
national energy matrix to new noncon-
ventional energy sources.

From the standpoint of the institution,
the Electric Power Industry Law (LIE)
established the National Energy Cam-
mission (CNE) as the entity in charge
of governing the energy sector, energy
policymaking, indicative planning, rural
glectrification project development
where thera is no involvement of the
private sector, and promoting sector
investments. The Law also provides
for the Micaraguan Energy Institute
(INE) as the agency for regulating and
overseeing the electric power market.
The process of change is under way
and the date for receiving bids for the
privatization of ENEL, the national
power utility, has been set for Septem-
ber 2000.

Outlook for the next 20 years

In the regional energy market, the next
10 years will be bringing greater impe-
tus in terms of competitiveness, effi-
ciency, and equity. The role of govern-
ments will be to facilitate these
changes, and the private sector will be
the driving force behind this process of
sector transformation and moderniza-
tion. The governments are working
very actively to ensure greater regional
energy integration, use new fuels, pro-
maote more and better energy efficiency
projects, and develop nonconventional



sources of energy.  New projects
(SIEPAC and the regional gas pipeling)
will be intensifying competition and the
technical and economic efficiency of
the region’s energy sector,

In the specific case of Nicaragua, the
process of modernizing the sector,
which started with the adoption of the
Electric Power Industry Law (LIE} in
April 1998, must be consolidated. [n
this context. the maost urgent tasks are
capacity building of these institutions
and the consolidation of the process
itself of creating the new national ener-
gy market. Over the short term, we
will also be experiencing a diversifica-
tion of energy sources available in the
region, the use of new and more effi-
cient fuels and equipment, and the pro-
motien of national policies that are
increasingly aimed at ensuring energy
saving, energy efficiency, and environ-
mental protection. This energy growth
will be based on the huge potential of
renewable energy that exists in the
region and Micaragua, such as geot-
hermal energy, hydroensrgy, wind
gnergy, biomass. Along with this
energy diversification program, it is
estimated that energy demand will
grow between 8% and 10% over the
next 10 years,

The second most important aspect in
Micaragua is the need for a significant
increase in national electric power ser-
vice coverage. At the start of the pre-

sent government administration, hard-
ly 45% of the country’'s population
benefited from electricity service, but
now it has been estimated that, by the
end of next year, this coverage will be
close to 55% of the national popula-
tion. Precisely with those funds com-
ing from the privatization of the power
utility, the government has decided to
finance a program for the massive
expansion of rural electrification in the
country. which would bring the nation-
al coverage index to rates that are
more ¢r less comparable to our neigh-
bors, because within five years this
coverage should be on the order of
83% to 90% of the nation’s population.

In order to favor this energy develop-
ment and the use of these renewable
sources of energy, the Mational Energy
Commission is formulating energy
policies, preparing indicative growth
plans, and actively promoting the effi-
cient and rational use of electricity in
the country. There is as yet much to
be done to ensure stronger and more
effective integration with our neighbars
and much has to be done to attract
investment, find new sources of
financing, and promaote the technical,
financial, and political viability of these
projects, but we are confident in the
future and optimistic.
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Panama

Jodquin £, Jdcome Diaz,
Ndister of Comimerce and
Industey
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Energy Development of Latin Ameri-
ca

The energy sector has been a key sup-
port for the economic development
and growth of the region's countries.
Nevertheless, over the last decade, it
was necessary to undertake funda-
mental changes inside our countries in
order to consolidate an effective ener-
gy sector capable of meeting the needs
of a growing population.

Indeed. among the important transfor-
mations in the energy sector of Latin
America and the Caribbean, the priva-
tization of power utilities and some ail
industry activities, which for many
vears were in the hands of the State, is
noteworthy. Likewise, there were the
liberalization of oil markets and the
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elimination of price controls, permit-
ting the free play of market forces, the
participation of new players, and the
dismantling of barriers such as cus-
toms, subsidies, and other price dis-
tortions.

With the formulation and implementa-
tion of environmental policies, the con-
solidation of environmental manage-
ment, and the use of cleaner fuels and
gas emission control systems, among
others, concrete actions were taken to
preserve the environment,

Likewise, the inflow of private capital
investments to the energy sector sup-
ported by technology development and
human resources training has been
facilitated, thus contributing to the
consolidation and competitiveness of
this sector inside and outside the
regian.

The energy integration initiatives pro-
moted by the Latin American Energy
Organization {OLADE) over the past
decade, aimed at ensuring the joint
implementation of works and invest-
ment projects among the region’s
countries, are especially noteworthy,

In addition, the energy development of
Latin America, as envisaged for the
next few years, will be very much influ-
gnced by access to modern technolo-
gies, the application of know-how
obtained from other parts of the world,
environmental protection, and above
all markel forces and how they affect
energy costs, variety, quality and use.
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Future demand for energy in the region
will have to be met by the energy
sources that are currently available,
and fossil fuels will be handling the
majority of this demand. Therefore,
greater efforts and higher investments
in oil and gas exploration and produc-
tion will have to be made to reduce the
dependence on imported cil.

The construction and operation of
large-scale energy projects, such as
the Mexico-Central American Isthmus
and the Colombia-Panama gas lines
will provide major benefits and can-
tribute to regional development.

As for Panama, the prospects are high-
Iy promising since within three to four
years we will have higher energy sup-
ply available, owing to new invesi-
ments in hydropower generation to be
installed by the private sector, as is the
case of the hydropower project Esti,
which will be supplying about 130 MW,
in addition to the installation of new
combined cycle thermal plants. These
new projects, which are still in the
process of being implemented, are
expected to meet the country’s demand
for electricity over the short term.

Alsa in the oil and gas subsector, the
start-up of new fuel storage and sup-
ply projects far ships going through
the Canal and for re-export that are to
be installed next to the Panama Canal
is expected to exert a positive impact.
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Insertion of Paraguay in the Energy
Integration of CONOSUR

Long hbefore  Argentina, Brazil,
Paraguay, and Uruguay signed the
Asuncion Treaty (1991) to establish the
MERCOSUR bloc, these countries had
taken concrete and effective steps
toward energy integration with the
interconnection of their large transmis-
sion networks connecting the bination-
al projects developed on the shared
segments of international rivers such
as the Uruguay River and the Parana
River in the Plate River Basin.

Thus large-scale electric power carri-
dors were established, bringing to the
respective borders the full carrying
capacity required to adequately devel-
ap this big hydropower production
supernode, which provides about
20,000 MW and more than 120,000
GWh per vear to the region’s power
market. Though hard to believe, due to
the lack of a modern and transparent
energy regulation framework that offers
reliable prospects for private invest-
ment, Paraguay has stopped sponsor-
ing interesting businesses stemming
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from its unbeatable position in this
electric power corridar between the
large market of Brazil's southern cen-
tral region and that of Argentina.

It is essential for our country to enter
the field of international electric power
transactions with high competitiveness,
efficiency and professionalism.

The gas corridors must also be added
to this situation. They are enhancing
the possibility for production and trade
in the region, progressively integrating
Balivia and Chile to the Energy Merco-
sur and including Paraguay an the
route of the best and most convenient
gas pipelines and also as one of the
potential customers for gas-fired power
generation.

This is yet another reason for defini-
tively promoting political actions in
Paraguay aimed at endowing the ener-
gy sector with a legal and institutional
framewark that would enable the safe
participation of private-sector initiatives
in these undertakings without any
invented constraints or unconfessed
obstacles.
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Peru

Jorge Alfreda Chamo! Sarmignta
Minister of Enargy and Mines
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Assessment of the energy seclor’s
development in the region and espe-
cially in Peru over the last 10 years

The Region

For Latin America, the last decade has
provided an inevitably necessary
respanse to the eighties, which is
knawn as the “lost decade.” Econom-
ic indices grew, requiring substantial
development of the region's energy
resources to meet the growing demand
for energy.

The urgent nead to have reliable, per-
manent. and low-cost energy sources
and supply led the different States not
only to ensure the development of their
own energy sources but also to look
for these sources in neighboring coun-
tries in order to meet domestic
demand.

It was necessary to adopt domestic
institutional, legal, and procedural
measures, for the purpose of tackling
this new reality. and attracting private
domestic and foreign investment. The
government administrations had 1o
adopt measures to foster a change of
mentality among the citizens, so that
they would realize the benefits of

Organi zaci 6n Lati noaneri cana de Eneraqia

establishing mutual relationships
between our countries to facilitate and
permit actions aimead at achieving the
common goad of our people.

The objective of our governments was
to take reliable, permanent, and low-
cost energy to users in order to offer
individual development of each one of
thern and, as a whale, the development
of our nations.

Ihese factors have contributed and will
continue to contribute to the process
of achieving energy integration for the
region. Begarding this ohjective, irre-
versible steps of comman interest have
been taken, using bilateral and multi-
lateral schemes that are currently
being implemanted,

The nineties has been the decade for
transforming the region's energy
schemes, and energy development is a
milestone in the region’s history of
joint efforts aimed at developing our
countries.

Peru
Our country has always been involved

in the dynamics of the region. At the
start of the decade, Peru was experi-
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encing the worst crisis of its history, as
a result of the impacts of the country’s
political and social instability. In the
energy sector, state-owned monopo-
lies hindered the participation of the
private sector.

The electric power subsector had a
supply deficit of up to 50% in Lima and
26% nationwide. Although private-
sector participation was allowed in
upstream activities and oil and gas
production met domestic demand, the
oil and gas subsector was governed by
an obsolete legal scheme, which was
incapable of attracting private invest-
ment, whether national or foreign.
Clean and renewable energy sources,
were hardly every dealt with if at all and
environmental requlations, as well as
those for the indigenous communities,
were not in line with the modern needs
of the sector.

The government's decision, at the start
of 1990, was to restructure the energy
sector to ensure its modernization. Its
political objectives were aimed at
ensuring that the private sector would
be mare involved in its development
and that the public sector would be
dedicated to institutional, standard-set-
ting, and supervisory activities and
would intervene in areas requiring
development but where the private
sector would not be interested in
becoming involved, such as rural elec-
trification.

In order to meet political objectives,
new legislation such as the Electric
Power Concession Law, the Law Goy-
erning Hydrocarbons, the Law for
Geothermal Energy and the Law for

Promating Matural Gas, the Law Pro-
moting Private-Sector Investment,
among others, was enacted. The polit-
ical decision of transferring to the
hands of the private sector the eco-
nomic units currently operating but
owned by the State in the sector
through a variety of internationally con-
tract schemes, was adopted.

In the electric power subsectar, the mea-
sures and actions adopted have led to an
increase in reserve levels, reaching per-
centages above 30%. Among other
achievements, integrated, enlarged, and
upgraded transmission systems have
increased by maore than 40% in terms of
length, and during September 2000 the
Mational Interconnected System will be
starting up. Rural electrification has
moved ahead dramatically, with the elec-
tric power frontier expanding until a
national electrification coefficient of 75%
has heen reached by the end of the year
2000. Investment in the electric power
subsector now amounts to over US$4
billion.

In the oil and gas subsector, the
achievements have been no less
impartant than those in the power sub-
sector. At present, PETROPERU has
more than 40 hydrocarbons explo-
ration contracts. PETROPERLU, after a
transparent privatization process,
whereby it has transferred to the pri-
vate sector its service stations, storage
and dispatch plants, as well as blocks
where it had exploration/production
activities and a majority shareholding
in the La Pampilla Refinery, has been
successtully operating the Talara and
Conchan Refineries, as well as the Nor-
Peruano Oil Pipeline.
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Finally, production of the natural gas
fields of Camisea, which haold the
largest hydrocarbons reserves in the
country, has been granted to the pri-
vate sector with a licensing contract.

As for the institutional framewark, the
Energy  Investment  Supervisory
Agency (OSINERG) was created as a
regulatory and supervisory entity for
the sector, with the Directorates Gen-
eral for Hydrocarbons and Electricity of
the Ministry of Energy and Mines in
charge of energy standard setting and
monitoring. Furthermore, for the sec-
tor's institutions, modern procedures
have been elaborated and put into
practice to enahle users to benefit fram
efficient service and problem solving.

As for the environment, specific and
exclusive norms have been provided
for the sector’s activities and the rela-
tionships between the sector’s differ-
ent entities, including private players
who conduct activities with indigenous
community, are optimal.

Vision of energy development in Latin
America and the Caribbean and in
Peru over the next few years

The Region

The expectations of harmanious eco-
nomic development for the countries
of the region are being envisaged as a
reality toward which all of the countries
are working. As a result, the energy
development of Latin America and the
Caribbean will continue to follow this
trend without any other alternative
solution,
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encing the worst crisis of its history, as
a result of the impacts of the country's
political and social instability. In the
gnergy sector, state-owned monopo-
lies hindered the participation of the
private seclor.

The electric power subsector had a
supply deficit of up to 50% in Lima and
26% nationwide. Although private-
sector participation was allowed in
upstream activities and oil and gas
production met domestic demand, the
oil and gas subsector was governed by
an obsclete legal scheme, which was
incapable of attracting private invest-
ment, whether national or foreign.
Clean and renewable energy sources,
were hardly every dealt with if at all and
environmental regulations, as well as
those for the indigenous communities,
were notin line with the modern needs
of the sector.

The government’s decision, at the start
of 1990, was to restructure the energy
sector to ensure ils modernization. Its
political objectives were aimed at
ensuring that the private sector would
be more involved in its development
and that the public sector would be
dedicated to institutional, standard-sat-
ting. and supervisory activities and
would intervene in areas requiring
development but where the private
sector would not be interested in
becoming involved, such as rural elec-
trification.

In arder to meet political objectives,
new legislation such as the Electric
Power Concession Law, the Law Gov-
grning Hydrocarbons, the Law for
Geothermal Energy and the Law for

Fromoting Natural Gas, the Law Pro-
moting Private-Sector Investment,
among athers, was enacted. The polit-
ical decision of transferring to the
hands of the private sector the eco-
nomic units currently operating but
awned by the State in the sector,
through a variety of internationally con-
tract schemes, was adopted.

In the electric power subsector, the mea-
sures and actions adopted have led to an
increase in reserve levels, reaching per-
centages above 30%. Among other
achievements, integrated, enlarged, and
upgraded transmission systems have
increased by maore than 40% in terms of
length, and during September 2000 the
National Interconnected System will be
starting up. Rural electrification has
moved ahead dramatically, with the elec-
tric power frontier expanding until a
national electrification coefficient of 75%
has been reached by the end of the year
2000, Investment in the electric power
subsector now amounts to over US54
hillion.

In the oil and gas subsector, the
achievements have been no less
impartant than those in the power sub-
sector. At present, PETROPERU has
maore than 40 hydrocarbons explo-
ration contracts. PETROPERU, after a
transparent privatization process,
whereby it has transferred to the pri-
vate sector its service stations, storage
and dispatch plants, as well as blocks
where it had exploration/production
activities and a majority shareholding
in the La Pampilla Refinery, has been
successtully operating the Talara and
Conchan Refineries, as well as the Nor-
Peruano Oil Pipeline.
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Finally, production of the natural gas
fields of Camisea, which hold the
largest hydrocarbons reserves in the
country, has been granted to the pri-
vate sector with a licensing contract.

As for the institutional framework, the
Energy  Investment  Supervisory
Agency (OSINERG) was created as a
regulatory and supervisory entity for
the sector, with the Directorates Gen-
eral for Hydrocarbons and Electricity of
the Ministry of Energy and Mines in
charge of energy standard setting and
monitoring. Furthermore, for the sec-
tor's institutions, modern procedures
have been elaborated and put into
practice to enable users to benefit from
efficient service and problem solving.

As for the environment. specific and
exclusive norms have been provided
for the sector's activities and the rela-
tionships hetween the sector's differ-
ent entities, including private players
who conduct activities with indigenous
community, are optimal.

Vision of energy development in Latin
America and the Caribbean and in
Peru over the next few years

The Region

The expectations of harmonious eco-
nomic development for the countries
of the region are being envisaged as a
reality toward which all of the countries
are working. As a result, the energy
development of Latin America and the
Caribbean will continue to follow this
trend without any other alternative
solution.
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At present, we have made commit-
ments at different levels, all of which
converge toward a single common ele-
ment to ensure the linkage between the
economy and energy. This element is
called integration in all of the elements
that are part of energy activities.

The development of internal elements
in each one of our countries should be
increasingly considered as part of the
environment comprised of the coun-
tries that belong to the region.
Because of this, it is indispensable to
know what each one of our countries
has and to inform about our needs.
Domestic development is not possible
unless the assets and liabilities of our
regional neighbors are also consid-
gred. In this development, we must
improve information mechanisms.

We believe that the new impetus that
the Member States are giving to
OLADE to modernize it and to enhance
the Organization’s purpose as an emi-
nently political entity is the point of
departure to achieve a better inter-rela-
tion between our States for the consol-
idation of our energy development.

Peru

Our country, as a member of the
region, is observing on a permanent
basis the energy developments of the
countries of Latin America and the
Garibbean.

We believe that the technological
potential, the processes, the profes-
sipnals, the research and other ele-
ments in our countries can contribute
significantly to our development,
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This year. we have aggressively start-
ed international activities aimed at dis-
covering in our countries what we can
offer and what can be provided to us in
the field of energy. We are already
enjoying the first results of these
efforts and we believe that, as time
goes by and our inter-relation pro-
gresses. the benefits will become even
maore substantial. Regarding this, the
nrojects that are heing implemented
with our neighbor Ecuador are sound
proof of our commitment.

Paru views energy as the mast impor-
tant element for fulfilling its principal
objective of ensuring human develop-
ment for the direct benefit and welfare
of its population. To reach this objec-
five, our policy and actions are aimed
at:

a. Promoting energy development on
the hasis of the active participation
of the private sector.

b. Continuing with our purpose to
supply on a permanent basis reli-
able and low-cost energy to our
entire population.

¢. Developing our new energy
sources, which in our country still
remain virtually untapped.

d. Emphasizing the development of
clean and renewable sources of
energy.

e. Developing inter-relation mecha-
nisms with the countries of the
region to find topics of commaon
interest that are mutually beneficial.
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Suriname
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The energy sector has played a very
significant role in society after the cri-
sis of the seventies as a result of
adjustments in energy production and
consumption patterns in the world.

As we had to face drastic changes,
there were financial and economic con-
straints in the availahility of reliable
gnergy. The past 10 years, energy sec-
tor development in the region went
through new organizational structures
and, as we all know, environmental
concerns alang with globalization led
to a new framework to face the chal-
lenge of the energy sector. OLADE, as
our regional organization, has the best
approach to regional energy develop-
ment.

The case of Suriname, over the last
decade, has been similar to that of the
overall development of the region but
of course with some characteristics
specific to the country. Suriname has
a considerable potential of energy
resources like oil, hydropower, bio-
mass, and solar energy. There are also
prospects for potential offshore oil
and/or gas reserves. The production
of crude oil went from some 80,000
TOE in 1990 to some 300,000 TOE in
1999, In 1997, same refinery activities
were carried out, and the production of
residual fuel oil, diesel, and heavy vac-
uum gasail together went from 3,000
TOE to some 90,000 TOE. Importation
of ail products went from 460,000 TOE
in 1990 to 502,000 in 1999.

Franco Rudy Demon
Ndinistar of Matural Resounces

VA >y

Electricity consumption went from
1,500 GWh/year in 1990 to 1,480
GWh/year in 1999 with a peak of 1,750
GWh in 1997,

Electricity generation by the govern-
ment-owned power company (EBS) is
thermal (52 MW) and the bauxite
company operates a hydropower plant
(140 MW}, The government purchases
some 65 MW from SURALCO. There
are also some small thermal plants,
providing electricity to people in
remote areas. These plants have an
annual production of some 50 GWh
per year.

As for the prospects for energy devel-
opment in the next 10 years, we would
like to stress the fact that, due to the
economic reforms, including the
restructuring of the energy sector and
a significant stimulation of the produc-
tion and export sector, the Gavernment
of Suriname will see to it that energy
production would serve and stimulate
this goal. Within OLADE, the SIEE Pro-
gram will be of great significance for
this purpose. At this stage, we cannot
give exact figures of the planned
prospects for the next 10 years as we
are in the process of evaluating the dif-
ferent studies that lay before us.
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We have adopted some practical fig-
ures from a recently finalized study,
whereby growth rates are estimated as
business as usual. In the oil produc-
tion sector, we are considering the
possibility of total production rising
from 700 {in the year 2000) to 1,700 x
1,000 TOE in 2010 and crude oil
exports from 200 to 1,200 x 1,000
TQOE.

As the Surinamese econamy is still
dominated by the bauxite industry
(15% of GDP and 70% of export earn-
ings), prospects for the medium term
will depend on renewed commitments
to monetary and fiscal policies and
structural reforms, as well as impacts
from energy demand.

On average, energy consumption in the
past ten years amounted to about 1
million TOE, of which hydrocarbons
accounted for 70% and hydroelectric
energy for 26%, with biomass
accounting for the rest. Changing the
pattern so that our own production
accounts for a larger share of supply is
one our goals. Imports of hydrocar-
bons are estimated to grow by 2% per
year. Electricity consumption will, on
average, grow by some 6%, Increas-
ing oil production an the basis of new
investments will enable this sector to
grow from 13,000 bbl per day to
approximately 30,000 bbl per day in
2010.
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Trinidad & Tobago

Finbar K. Gangar
Idinister of Energy and Engray
Inilsties

s ,

To the peaple of the Latin American
and Caribbean region, | wish to extend
greetings from the Government and
people of Trinidad and Tobago. It is
indeed a pleasure to he afforded the
opportunity to share some thoughts
with you on the performance of the
region’s energy sector over the past
dacade and some discernibie trends
for the future.

The region now contributes some 6%
of the world’s energy supply, repre-
senting an increase in supply of some
8.7%, or 6.1 billion BOE, in 1998 aver
the 1990 figure. Of greater significance
gver the past decade was the formula-
tion of energy policies in the region,
which led to energy sector reform,
modernization, integration and cooper-
ation at regional, subregional, multilat-
eral and bilateral levels, development
of regional, subregional and national
information systems, dissemination of
information and movements towards
regional self-sufficiency and sustain-
able development.
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Synergies resulting from the imple-
mentation of regional energy projects
are now significantly con-tributing to
economic development in the region
and a better guality of life for its peo-
ple. In this context, the Latin American
Energy Organization (DLADE) plays a
pivotal role in energy sector devel-
opment in the region. Ancther notable
development is the movement towards
the use of cleaner energy options, par-
ticularly in the growing use of natural
gas in the region and renewable energy
in the Caribbean. This trend augurs
well for future sustainable energy
development,

Considerable energy activity has been
taking place at subregional levels. In
the Caribbean energy subgroup, a
Caribbean Energy Information System
(CEIS) is in operation, a Caribhean
Energy Action Plan {CEAP) has been
established and other initiatives have
been taken. The mast significant one
far the region is the Caribbean [nitia-
tive by Trinidad and Tobago to make its
natural gas widely available for use in
the Caribbean. This initiative by the
Government of Trinidad and Tobago is
supparted by technological devel-
opments in the transport and use of
the product. The recent capacity to
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process and export LNG by Trinidad
and Tobago will play a significant role
in this development, Already the coun-
iry is supplying LNG to Puerto Rico for
electricity production. The use of this
cleaner and more efficient fuel in the
region will have a positive environ-
mental impact. Plans are currently
heing made to convene a Meeting of
Caribhean Energy Ministers 1o address
pertinent energy matters in the region,
This is due to take place before the end
of the year 2000.

Trinidad and Tobago has since 1996
been producing more natural gas than
crude oil basad on energy equivalence,
and the trend continues. The country is
now essentially a gas province both in
terms of reserves and production. Nat-
ural gas production between 1990 and
2000 has increased from 643 million
cubic feet per day to 1407 million cubic
feet per day, an increase of 119%. With
the commissioning of LNG trains Il and
I, this production level is projected to
increase to 3 billion cubic feet per day
by 2005. Further exploration initiatives
under production sharing contracts are
projected to increase the reserve base
and further support regional energy
coopéeration.



Uruguay

Assessment of the energy sector’s
development in the region and espe-
cially in Uruguay over the last 10
years

The energy sector in Uruguay over the
last decade has undertaken transfor-
mations in keeping with what has
oceurred in the rest of the region and
world, aimed at madifying its classical
structured based on highly protected
manopolistic state enterprises. In this
sense, the first step involved Lransfer-
ring gas distribution via a pipeline in
the city of Montevideo to a private
company. Afterwards, the new regula-
tory framewark for the power industry
was approved; this framework sepa-
rates the different stages of electric
power business and dismantles the
manapoly on generation, with power
transmission and distribution services
still remaining in the hands of the pub-
lic sector. Although the new frame-
work has not has as yet been provided
with all the necessary regulations, one
can assert that it is a milestone in the
change of the general conception of
the sector and the rale of the State.

This trend has continued with the
development of natural gas, an energy
source that was not part of Uruguay's
gnergy matrix, but which was effec-
tively intraduced in the year 2000 in a
framewaork that has nothing 1o do with
the old structure and is developed with
the impetus of private-sector compa-
nies, although some of these compa-
nies are minority shareholders of state
companies,

Sergio Abrey
Minister of Industry, Enargy
and Mining

/ ./

The trend continues on the basis of a
general premise, which consists of
opening the sector up to private-sectar
participation, without requiring the sale
of state assets or the elimination of the
old state enterprises. The aim is to
enhance the managerial skills of these
companies so that they can participate
and compete under a private-sector
scheme, with some of them undertak-
ing projects abroad.

The preliminary results are beginning
to be felt in the gas sector, where there
is dynamic development and strong
competition with other sources of
energy, all of which has brought bene-
fits to the end-user.

In shart, over the last few years, the
energy sector of Uruguay has started
to take steps to reformulate its restruc-
ture, with as principal objective the
explicit separation of the roles of the
State and opening up to private capital,
in arder to meet the needs of the end-
user, with lower prices, higher quality,
and supply security while diversifying
the country’s energy matrix.
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Vision of future energy development
in Latin America and the Caribbean
and in Uruguay over the next few
years

The major challenge for the energy
sector in the country and region will
continue 1o be contribution to sustain-
able development. It can be said that
what has changed is the way of tack-
ling the problem and finding solutions,
Today, the tools to achieve this objec-
tive are market integration and open-
ness to private-seclor capital, for
which purpose the development of
market requlations is needed. leading
to the explicit differentiation of the
roles of the State.

In Uruguay’s subregion, the various
countries are at different points of
departure and have different sectar
realities, but all of them are focusing
on the external sector in order to find
opportunities for complementation to
secure the necessary supply and place
their surpluses. All of this is being
done essentially with the impetus of
companies that use the criteria and
rules of the game of the private sector,
without this necessarily implying that
the ownership is no longer in the
hands of the State.

The future that is being envisaged will
be different. Over time there will be a
faster or slower pace of natural inte-
gration, with the regions consolidating
this complementation, beyond the
political boundaries that separate
them, driven by the economic rationale
of the decisions they take.



Venezuela

Al Rodrigues IH{TUE
Ministar of Enargy and Mines
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The subject of regional and subregion-
al integration, especially energy inte-
gration, is a recurrent one. The gov-
ernments have agendas to resolve the
most pressing prablems of their coun-
tries, which are usually short-term
problems, but not to forecast and tack-
le integration problems, which are
slow to mature and long-term. We are
firm advocates of the integratian
processes being undertaken by Latin
America and the Caribbean. We under-
stand that that ultimate goal of these
processes must be man, in other
wards, the ongoing improvement of
the living conditions of all the inhahi-
tants of the region. As Latin Ameri-
cans reach higher levels of develop-
ment and the interdependent ties of
our nations increase and improve, we
will be contributing to the definitive
solution of old, persistent problems
such as poverty, unemployment, illiter-
acy, low levels of schooling and living
standards in general, as well as new
problems such as the region’s incor-
poration into a globalized economy
under the best trade canditions possi-
ble. In Hispanic America, reforms have
been promoted to surmount these
obstacles and overcome these difficul-
ties. It has been possible to reestab-
lish and renew democracy and to fos-
ter citizen participation in decision
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making. Liberalization af the econamy
has given greater importance to the
market and redefined the role of the
State. In the majority of the countries,
energy sector reform has taken place
and private-sector participation in
energy activities has increased.

The overlapping of energy with eco-
namic and social development is
incontrovertible. The region’s coun-
tries are permanently searching for an
adequate supply structure and level for
their energy needs. This search
invalves improving some performance
indicators, such as achieving a higher
product per unit of energy, maintaining
adequate levels of reserves of
resources compared to production,
and establishing price levels that
enable all players of the energy chain
ta obtain suitable arnings, without
undermining the economic well-being
of consumers. These elements are, or
should be, included in the countries
energy strategies, since in reality the
intent is to enhance the sector’s pro-
ductivity, by optimizing the production
of resourceas, rationalizing consump-
tion, diversifying energy sources, Using
appropriate technologies, and ensuring
remuneration for these activities.



The economic dimension of energy
should be directly related to its politi-
cal and social dimensions. As for the
political aspect, the majority of the
Latin America nations have undertaken
ingtitutional and legal reforms in the
energy sector, which are aimed at
breaking up political and economic
power, whether public or private.
Therefare, there is a substantial rise in
the number of players, as well as
improvements in the regulatory capac-
ity of the States. As regulatory differ-
ences are minimized, integration of
subregional energy systems will speed
up.

As for social aspects, inequalities con-
tinue to persist among the different
social strata of our countries. Poverty
has risen considerably. The figures are
truly distressing, since there are coun-
tries with 86%, 80, and 70% of their
population considered to be poor. To
the traditional poor must be added a
group referred to as the “new poor”,
comprised of middle-class sectors that
have been impoverished by macroeca-
nomic adjustment programs. There is
no fairness in access to services pro-
vided by energy or to other basic ser-
vices. The most impartant challenge
that the governments must address is
gvercoming this situation of inequity.

Energy strategies must envisage new
and participatory forms of delivering
energy services to the neediest sectors
of the population.

As for Venezuela, major transforma-
tions in its energy sector have been
undertaken, starting with the new Con-
stitution. which provides for the
Nation's ownership over the country's
hydrocarbons and mining resources
and exclusive shareholding of its oil
industry, even when private-sector par-
ticipation is allowed in business activi-
ties invalving hydrocarbons and min-
erals. For the electric power subsector
and for natural gas, specific laws will
be enacted to modernize activities and
the business that is conducted in these
sectors. Private-sector investment is
permitted, open market competition is
being developed except in those activ-
ities involving natural monopolies,
which should therefore be regulated,
and the steady growth of both sectors
is being fostered. Likewise, the inter-
ests of the consumers in terms of sup-
ply, security, quality, and price of these
energy sources are guaranteed. On the
basis of this legal framewark and the
firm political commitment to transform
the energy sector, the sector hopes to
attract investments to contribute to its
expansion and modernization.
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Successful holding of
Eurolac 2000

Cartagena d Mid,

30

Organized by the Latin American Ener-
gy Organization and the European
Commission, the Europe, Latin Ameri-
ca and Caribbean Energy Conference
and Exhibition {Eurelac 2000) focus-
ing on energy efficiency and renewable
resources took place in Cartagena de
Indias. Celombia on June 18-20, 2000.

The Conference was sponsored by the
Ministry of Mines and Energy of
Colombia and organized by OLADE, the
Institute for Energy Diversification and
Saving [IDAE) of Spain, and the
National Technical University of
Athens. Greece.

Eurolac 2000 was inaugurated by the
Minister of Mines and Energy of
Colombia, Dr. Carlos Caballero-Argaez,
and was attended by Ministers, Secre-
taries of State, and representatives of
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the governments of Latin America, the
Caribbean, and the European Union,

The 200 participants at the event rep-
resented public and private enterpris-
es working in the energy sector of
Europe. Latin  America and the
Caribbean, suppliers of energy sector
goods and services, cooperation agen-
cies and financing institutions of the
two regions, as well as experts,
researchers, university professors and
students, all of whom, through the
exchange of experiences and the analy-
sis and discussion of the topics that
were presented, achieved the objective
of Ewrolac 2000 promoting the
development of renewable sources of
energy and energy efficiency in a new
framework of competitiveness in the
energy sector of Latin America and the
Caribbean.
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eficiencia sostenible

When the Conference ended, the par-
ticipants approved the following rec-
ommendations:

To favor sustainable development, it is
necessary to make a special effort to
pramote efficiency not only in energy
production but also in its consumption.
The use of renewable sources of ener-
gy must be stimulated in order to take
advantage of local resources and con-
tribute to supplying energy to remote
areas. In addition, actions to reduce
the impact on the enviranment in
urban areas stemming from energy
consumption and production, must be
faken,

This process can include as its princi-
pal player the private sector an the
basis of the business opportunities that
have been created. To do this the gay-
ernments must create the necessary



market conditions so that these oppor-
tunities can become a reality with the
astablishment of specific legal frame-
works for energy efficiency, cogenera-
tion and renewable sources of energy,
as well as the creation of an appropri-
ate environment where financing
sources can play an important role in
enargy development.

Regarding cooperation  between
Europe, Latin America, and the
Caribbean, it was asserted that rengw-
able sources of energy and energy effi-
ciency contribute considerably to both
environmental and social and econom-
ic sustainability and can help 1o attain
the global objectives of the Kyoto Pro-
tocol, whose Clean Development
Mechanism (CDM) can create new and
interesting opportunities for economic
and social development.

The participants of Eurolac 2000
observed and emphasized that the
process of energy sector liberalization
and privatization of Latin America and
the Caribbean opens up perspectives
for the use of new strategies that can
contribute to sustainable development.
Regarding this, the principal issues
are: the promotion of energy efficien-
cy, the development of rural electrifica-
tion, improvement of the environment
in the city, which are also of interest for
the econamic and social development
of Latin America and the Caribbean,
which can also be promoted by
exchanging experiences with Europe,
which has a greater focus on enviran-
mental concerns.

They underscared Europe’s growing
interest in developing energy coopera-
tion possibilities with Latin America
and the Caribbean, and the wide range
of experience that it has accumulated
in this field. These are excellent points
of departure for increasing the scope
of this dimension.

The Meeting suggested consalidating
OLADE's ties with the European Com-
mission and the establishment of
national information networks between
the twa regions, as well as facilitating
and promoting contacts and the
exchange of experiences between the
players of the two regions.

As a rule, the participants considered
that, as part of a liberalized and open
energy system, one has to induce mar-
ket conditions to ensure the economic
viahility of the actions that favor sus-
tainable development.

The participants concluded that, to
develop energy efficiency, democracy
and economic stability are indispens-
able premises,

They also concluded that it was neces-
sary to continue cooperation efforts in
the energy sector between the two
regions and underscored that hoth the
Eurcpean Commission and OLADE
should continue carrying out actions in
this direction, and suggested that the
next Eurolac event should take place in
the year 2002.
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OLADE Supports
Ecuadorian-Peruvian
Energy Integration

38

The Third Meeting of the Technical
Committee of the Binational Energy and
Mines Commission was held on June
26, 2000, in the city of Cuenca,
Ecuador, in the presence of the Min-
isters of Energy and Mines of Ecuadar
and Peru, Messrs. Pablo Terdn and
Jorge Alfredo Chamot, respectively, the
Executive Secretary of OLADE, Dr. Julio
Herrera, the principal authorities of the
city, and the 200 participants, among
whom executive officers and technical
gxperts of the energy sector of the two
COUNTrigs.

This Commission, set up in the
framewaork of the Enlarged Border

Subscribe

Integration, Development, and Good
Meighbor Agreement aimed at con-
solidating the peace process between
Ecuador and Peru, focuses on elec-
tricity, hydrocarbons, mining, the en-
vironment, and community aspects.

As OLADE is the forum that is most
suitable for promoting these activities
and the exchange of experiences, the
Organization has made available to the
two countries, which are members of
the Organization, its facilities so that it
can become the forum where the
Commission’s objectives can mater-
ialize.
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El Salvador:

Bidding process for two
geothermal concessions

El Salvader, the smallesl of the Central
American countries, with 2 surface area of anly
21.000 square kilemeters and population
density of 286 inhabitants per square kilometer,
has managed to develop a stable, reliable
economy, as indicated by a country risk rating
of Baad granted fo it by Moody's Investor
Services and a rafing of BE+ by Standard and
Poor's.

At present, the country is highly attractive for
loreign investors, especially because of its
suitable legal framework for private-sector
imvestmeant.

an Vicente Geathermal Field

Among its objectives, the General Law for
Electricity and ils Regulations is aimed at
developing a compefitive market in eleclric powar
generation, fransmission, distrioution, and
marketing activities. To tap hydropower and
gecthermal resources for eleclic power
production purposes. 2 coneession has to be
granted by means of 2 bidding process. Once
granted, the concession is  permanant,
transferable, and awarded o {ne entity that bids
the best price. The electric power that is
generated by the concession holder can be sold
on the basis of confracts with different customers,
such as other power generafion ulilities,
intermediary firma or brokers, end-users
[domestic or international), andfor the spot
market.

In this framework and considering the curent
economic paficy for public sector modemization,
the Government of Bl Sabvador, through the
General Superintendence of Eleciricily and

Telecommunications (SIGET) has started up
the process for pregualifying the firms that are
interested and capable of participating in
internafional bidding processes for fwo
concessions aimed at producing electrical
gnergy by ensuring the complementary
exploration, development, and producticn of the
San Vicente and Chinameca geothermal
reservoirs, both of which have a probable
minimum potential of 30 and 54 MW
respectively. and a probably maximum potential
estimated to be 108 MW for each reservoir,

Specifically for the projects, a suitable level of
scientific information for both geothermal
reserveirs will be provided, including essential
groundwork delermining their faasibility 2nd the
oulcome of the financial assessments and
reappraisais, which have been favorable,
Furthermaore, itis expacted that the market will
be offering interesting prices for electrical
energy on bolh the contract and spot markets,

La Vigjona, Chinameca Geotharmal Field

For more detailed information of interest to
potential investors or independent power
producers, regarding the country, the
geothermal resencirs to be awarded, and the
process (o be conducted, please ask for the
ilfustrated brochure available from SIGET or its
wieb sile: www.siget.gob.sv Inquiries can also
be made directly to the Electricity Manager's
Office in the Department of Technical
Standards and Concessions, Gerencia de
Electricidad, Departtamento de  MNaormas
Técnicas y Concesiones, phone (503} 288-
0066, fax {903 Z88-0089, or e-mail
siget@siget gob.sy
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Executive Secretary of OLADE
delivers an address to the
ambassadors of the Latin

American group of countries

The Executive Secretary of OLADE,  Group (GRULA) accredited with the
Or. Julio Herrera, made a present-  Ecuadorian Government.

ation on the new strategic arienta-

tion of the Latin American Energy  The presentation took place at the
Organization and its projections on ~ home of the Ambassador of the
the globalization scene to the  Oriental Republic of Uruguay in
ambassadors and diplomatic repre-  Ecuador, Dr. Duncan Croci.
sentatives of the Latin American

40

Organi zaci 6n Lati noaneri cana de Eneraqia



Latin Arnerican Energy Organization » OLADE

Ambassadors of Jamaica and
Panama visit OLADE headquarters

The Ambassador of Jamaica to
Venezuela and Ecuador, Dr. Paul
Anthony Robotham (photo above),
whose office is in the city of Caracas,
visited the headquarters of the
Permanent Secretariat of OLADE on
June 29. He was received by the
Executive Secretary of OLADE, Dr.
Julio Herrera, who apprised him of the
projects that the Organization is
implementing to promote energy
development in the countries of the
Caribbean.

The Executive Secretary of OLADE
also welcomed the Ambassador of
Panama to Ecuador, Dr. Armando
Teran Morales (photo to the right), with
whom he reviewed the actions carried
out by the Organization in Panama and
the Central American Isthmus.

Organi zaci 6n Lati noaneri cana de Eneraqia

41



42

Africa-Latin America Energy
Meeting is being organized for the

year 2002

The Ambassador of Algeria to
Venezuela and Ecuador, Dr. Mohamed
Ghalib Nedjari. visited the head-
quarters of OLADE's Permanent
Secretariat on September 15 to inform
that the Ministry of Energy and Mines
of Algeria has proposed that an Africa-
Latin America energy meeting be
organized in Algeria in the year 2002.

The meeting, which would bring
together the Ministers and top-level
authorities of the energy sectors of the
countries of both regions would be
aimed principally at laying the
groundwork for new forms of energy
cocperation and establishing  an

association between the energy
administrations, organizations, and
companies of both the public and
private sectors of African and Latin
American countries.

The Ministry of Energy and Mines of
Algeria expects that the African
Petroleum Producers Association
{APPA) and the Latin American Energy
Organization (OLADE) will be in charge
of organizing this important event, with
support from international and regional
financial institutions such as the World
Bank and the African Development
Bank.

Ambassador Mohamed Ghalih Nedjard (right) gives documentation to Juan Josg Casiro,
Head of the Exsoutive Secretary’s Office
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