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Editorial

OSAKA: DIALOGUE BETWEEN
OIL PRODUCERS AND
CONSUMERS

The principal objective of the International
Energy Forum (IEF) is to promote, through
dialogue, a better understanding between
the major players of the enargy sector to
overcome the obstacles that itis now facing
in the world.  The IEF held its eighth
meeting in Osaka, Japan on September 21-
23, 2002 and was attended by government
leaders, ministers, and delegates from 710
countries, as well as representatives of 13
international organizations involved in
anargy development, amaong which OLADE,

The Forum has its origing in the first
infarmal ministerial dialogue  between
energy producing and consuming nations
in Paris, in July 1921, immediately after the
“Gulf War." Afterwards, this dialogue was
institutionalized as the International Energy
Farum, which has held its meetings
periodically in different parts of the world to
build up mutual understanding.

Although it cannot be denied that there were
matters of conflict between oil producing
and consuming countries and it must be
kept mind that energy is essential for all
geonomic activities, the two groups of
countries  have  entered  intop A
nanconfrontational  cooperation phass
because their BCONOMias are
interdapendent,

The tarrarist attacks of September 2001
have put world energy security to the test
and highlightad the importance of this
cooperation.  Although ol prices rose
tampararily, oil producing countriss, both

members and nonmembers of the
Organization of the Petroleum Exporting
Countries (OPEC) pledged to ensure stable
supply. The International Energy Agency
also announced its willingness to tackle
emergencies. The result of these efforts
was oil supply stability in an especially
delicate moment for peaceful coexistance in
the world, underscaring that cooperation
i essential for both producers and
consumers,

The 8th International Energy Forum held in
Osaka emphasized once again the
importance of cooperation in this area,
highlighted Japan s drawing capacity as the
attendance of government leaders
surpassed that of previous forums, and
ratified the preeminance of Japanese
hospitality, capacity for organization, and
punctuality.

Unfortenately, it also underscored the
absenca of any direct reference to Latin
America and the Caribbean in the meeting's
analysas and discussions.

In view of the energy potential of Latin
America and the Caribbean, this omissian is
unfair. Prowen oil reserves in the region, at
prasent, amount to 1206 billion barrals.
[n 1991-2000, 466 billion barrels,
accounting Tor 66.5% of existing reserves
the first day of 1991, were discovarad,

Regional oil production in 2001 amountad
to 9.66 million barrels per day. The
consumption of crude oil and refined
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praducts accounted for 61% of production.
The region s reservas will be able to ensure
about 56 vaars of supply if the pace of
consumption remains unchanged.

Proven natural gas reserves amount to
8,105 Lillion cubic meters, and the success
of recent exploration suggests that there is
still & large undiscovered gas potantial,

The contribution of the energy sector of
Latin America and the Caribbean to
sustainable development and enviranmental
presarvation is positive, because access of
the population to less polluting sources of
energy has been increasing permaneantly
over the last decade.

Therafore the naglect of the region by the il
producers and consumers meeting in
Osaka cannot be justified. The causes of
this neglect will have to be examined and
the region will have fo build up its
invalvement in this important consensus-
reaching forum.

Dr. JULIO HERRERA
Executive Secretary



An Exercise In
Strategic
Analysis for
Sustainable
Policy Design

Dr. Mary-Ellen Tyler
Dean of the Faculty

of Environmental Design
University of Calgary
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The Special Nature of Professional
Education

Graduate education for professional
practice involves understanding how
to put theory into action and how
action requires specialized planning
and management skills such as effec-
tive communication and the ability to
wark with others in problem solving
teams. For example, a common pro-
fessional practice situation that energy
and environment managers and poli-
cymakers often find themselves in is
making critical management decisions
about large-scale projects character-
ized by a high degree of risk, complex-
ity and uncertainty. These situations
are often further complicated by a vari-
ety of institutional and economic pres-
sures, which require decisions to be
made in relatively short timeframes
often without access to adequate
information.

Therefore, the new Energy Policy
course (EMEY 629) was designed by
Mr. Daniel Bouille {IDEE, Argentina)
and Dr. Mary-Ellen Tyler, Dean of the
Faculty of Environmental Design at the
University of Galgary, with two objec-
tives in mind:

» to make students familiar with the
tools for sustainable energy poli-
cymaking within the context of
OLADEs six fundamental princi-
ples for energy policymaking in
the LAC region;

= o teach strategic thinking in the
kinds of difficult decision making
situations that Energy and Envi-
ronment Program graduates will
likely find themselves in as policy-
makers and senior managers in
hoth the public and private sec-
tors.

The Value of Scenarios in Policy
Design

One of the most effective techniques
for developing critical thinking and
strategic analysis skills is the use of

‘scenarios’. Scenarios are construct-
ed to simulate ‘real’ situations and
events that require the participant to
engage in a specific problem solving
activity within a given context as
described by the scenario. The pur-
pose of the scenario is not just to gen-
erate a solution to the problem or task
presented because there is no single
‘right answer’ to a scenario. The real
benefit of using scenarios lies in the
‘what if?" situations they create for par-
ticipants. This requires participants to
identify what critical assumptions and
strategic factors are built into the sce-
nario that need to be identified and
respanded to through specific deci-
sions and actions. The situational
problem-solving required by a sce-
nario can be an effective conceptual
tool for strategic analysis hecause it
requires participants to make deci-
sions about what is important in a
given context and within a short time
frame.

Why Sustainable Policy is Different

Perhaps the most important advantage
in using scenarios in policy design
instruction is that all the critical inter-
connections and relationships between
social, economic, technological, insti-
tutional and environmental factors are
inherent in the scenario situation. The
concept of sustainable development is
based on the historical case evidence
gathered by the Brundtland Commis-
sion which led to their conclusion that
econamic decision making, or devel-
opment decision making based solely
on economic factors, has significant
unanticipated and unwanted social and
environmental consequences. In order
to avoid these consequences, eco-
nomic decision making must take into
account social and environmental fac-
tors. The term ‘Sustainable’ develop-
ment denotes a decision-making
approach in which critical social-eco-
nomic-environmental interrelation-
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“The real benefit of
using scenarios lies in
the ‘what if?’
sttuations they create
Jor participants. This
requires partictpants to
wdentify what critical
assumptions and
strategic factors are
buill into the scenario
that need to be
identified and
responded to through
specific decisions and

E s
actions.



ships and linkages are identified and
accounted for in the development
process. The term “full cost account-
ing", was used by the Brundtland Com-
mission to refer to this practice.

The historical approach to policymak-
ing has been sector focused and social,
economic and environmenial policies
have been recognized as distinet policy
areas, which have developed quite sep-
arately from one another. In contrast,
the idea of a ‘sustainable energy devel-
opment policy” Is guite different
because it deals with the interconnec-
tions among social, economic and

Energy and Sustainable Development
in Latin America and the Caribbean

OLADE has recognized that the com-
plexity of the sacial-economic-gnviran-
mental interrelationships inherent in
energy development requires a sus-
tainable approach to policymaking.
OLADE’s June 2000 publication “Ener-
gy and Sustainable Development in
Latin America and the Caribbean:
Guide for Energy Policymaking” docu-
ments the critical steps in developing
energy policy for sustainable develop-
ment in the LAC region. This publica-
tion provided the curriculum frame-
work for the Energy and Environment

Social

(Fociveconomic)

Economic

{sacioecological)

Ecological

(eceeconomic)

Sustainable Policy Design Interrelationships

[Fleage note: the term “socioeconomic” in reference to social and economic
interrelationships is well established but the interrelationships denated by
“socioceological” and “ecoeconomic” are not as well defined. ]

environmental issues rather treating
them as separate policy sectors, ‘Sus-
tainable’ policy design is a special kind
of process because it must identify and
develop strategies for managing social-
econamic-environmental interconnec-
tions to achieve desired conditions in
all three areas. Therefore, designing
affective 'sustainable’ energy develop-
ment policy requires both identifying
and incorporating relevant social-eco-
nomic-environmental interrelation-
ships and crafting the appropriate
management and intervention strate-
gies that will enable desired outcomes
to be achieved.

Degree’s new Energy Policy course
(EMEY 629). Normally, and depending
upon the published source, the policy-
making process is usually presented as
having five or six specific compaonents
that are linked in step-by-step fashian
(for example: the structural assess-
ment and analysis of markets, supply
gystems, and consumption by sectors,
forecasting and modeling, identifica-
tion of policy agents and instruments).
While it is critical to understand specif-
ic companents of the policymaking
process and how they function; it is
gven more critical for sustainable poli-
cymakers fo understand how they are
interconnected and how they work
together simultaneously in an applied
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situation.  Therefore, the first two
weeks of ENEV 629 (delivered by
Daniel Bouille, |DEE Argentina) provid-
ed an introduction to the ‘tools” of
energy policy making for sustainable
development identified in OLADE's
Guide for Energy Policymaking. The
third and final week of this intensive
course (delivered by Dr. Tyler, Univer-
sity of Calgary) created a scenario in
which Program V students had to
apply these tools to a ‘sustainable’
energy policy-making exercise.

The Energy Policy Scenario Assign-
ment

Based on events and information doc-
umented in OLADE's Energy Magazing
over a two vear period, the following
policy design scenario was developed
and given to twenty four Program V
Energy and Environment Students in
ENEV 629 on January 22, 2002.

“In a presentation at the Conference
“Role of Cleaner Fassil Fuel Sys-
tems” held in Rio de Janeiro in
2001, OLADE's Executive Secretary,
Or. Jufio Herrera, recagrized four
pending tasks in the LAC region.
One of these was "The wider use of
gfficlent energy so that it can
become an instrument to abate
paverty without neglacting environ-
mental protection™. The signifi-
cance of this task is reinforced by
the 2001 report of the Inter-Ameri-
can Development Bank (IDB) on
future of energy sectors in the LAC
region. One of the five major chal-
lenges for the next 20 years identi-
fied by the IDB was the need for
“The development of energy pro-
duction and cansumption patterns
that are compatible with environ-
mental preservation”.

OLADEs Energy Sector reform
process in the LAC region s char-
acterized by the creation of com-
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petitive markets, opening up to
private capital and reducing the
role of the state. OLADE has
identified five fundamental prin-
ciples for energy policy making
that characterize its approach

1. What would happen if 2 drought affects the country, and the hydroelectric
plant Paute did not have the capacity to generate enough electricity to
supply the city of Quitor?

3. What would happen if the Privatization Process transforms Emprosa
Eléctrica de Quite 5.A. and HydroPauvte 5.4, inte privately owned
companies?

tices through formal reguiatory
framewarks.

. Market mechanisms do not
automatically ensure compli-
ance with other important sus-
fainable development objec-
fives. Because of this comple-
mentary policy actions to ensure
these objectives are met are neces-
sary.

. Social  domain over  energy
resources means that the State has
an unavaidable responsibifity in
supervising their management on
behalt of society. Discrepancias
between private costs and social
costs that could lead to negative
environmental impacts also require
the undelegable intervention of an
energy palicy aimed at pramoling
sustaimable development.

Reform in the elaciricity sactor has
been characterized by the vertical

[+) and quality {+)

to reform and sustainable 4. W-‘.-a: would ha,gfer}é.;smreo SUPJ::; srf:;n} EE thea r:al'rty c; Quito is not able to
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[Transport, Urbanization)
to guide the development
of the new activities*

-

The issues marked with this sign are the ones identified for the first question
O The issues parked with this sign are the ores sdentified For the second question
¥ The isgues marked with this sige are the ones identified for the third question

and horizontal breakup of state
alectric power monapolies, separat-
ing power generation, transmis-
sion, and distributian activities info
different companies and the sstab-
lishment of 4 competifive open
markat for power generation. Free
access to the transmission and dis-
tribution system is baing envisaged
for supply to farge end-users.
Powar transmission and distribu-
tion pricas are regulated in ling with
the “subrogated markel concept”.
This means the simulation of prices
that would exist if there were open
competition for the supply of these
services. However resistance lo
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reforms in the electric power indus-
try have generally been: opposifion
from waorkers to the breakup of
State monopoliss for fear of losing
their jobs when private companies
take over; resistance fo putting
prices, including regqulated fariffs,
an par with economic costs: and
political opposition to the privatiza-
tion of state enferprises. A relative-
ly recent phenomenon in the LAC
region involves the emergence of
consumer associations and con-
sumer defense organizations. Bath
tvpes of organizations have a sig-
nificant role in striking a balance
between the inferests of the energy

wn



Key or Critical Variables and Inter-relationships

Parameter )

Comments

Strengths

Increase energy efficiency.

Diverse energy market.

Adeguate buffering capacity.

Reliability in supplying quantity and
quality.

Stable price adjustments in accordance
with the abillty to pay.

Low risk of integration and collusion.
Coordination between state, prowvincial,
municipal and ministerial authorities in
the creation of Social, Environmental
and Energy Laws.

Weaknesses

Increase complexity on  government
administration because the changing of
the market structure,

Government actions to reduce residential
cost may negatively impact in energy

Energy and Environment Pro-
gram V class fo davelop an inifial
draft of a sustainable urban elec-
tric power policy, using Quito as
fhe policy case study. However,
the next scheduled meeting of
the Forum is set for Friday, Janu-
ary 25 2002 (two days from
now} and the receipt of the draft
policy is on the agenda. In order
fo respond to this deadline, on
Wednesday, January 23 the
Program V' class will be orga-
nized into six interdisciplinary
feams. Over the next two gays
gach feam will be expected to
apply a sustainable policy design
approach in order to deliver a
draft policy by 9:30 a.m. Friday”

efficiency in residential sector.

Opportunities

s There is the possibility to increase
Government Investment in Social
Programs as a result of external
investment.

Close relationship with private sector,
Reduction In energy losses.

* ® @ @

International Funding for social
development,
= Potential increase in productive sector.

Improvement in Environmental aspects.

The Strategic Thinking Process
In response to the Scenario, the
Program V students had to
assume the role of OLADE pali-
cymakers faced with a serious
deadline. Given that it is an
impossible to undertake policy-
making of this magnitude in two
days or even two manths, the

Threats

= Probably increase of price to end user

tue to profit objectives.
« Trade Unions conflicts (dus
privatization)}.

» Social Reaction (depending on how fast

and severe changes are made).
« Potential lost of pricing contral.

to

critical policy design skill devel-
oped with the scenario is slrate-
gic thinking. Strategic thinking is
a highly conceptual and qualita-
tive approach used in problem
solving that emphasizes the iden-

sector in general and behween erer-
gy suppliers and consumers in par-
ficular

Consistent with OLADE's role as a
political forum (promoting analysis,
discussion, and decision-making in
areas of commaon interest to men-
ber states), three new ‘Forums’
were recently crealed at OLADEs
XXX! Meeting of Ministers. the
Energy Sector Business Forum, the
forum of Supervisaory Enfitigs and
Regulatory Agencies for Oil and

Gas Activities, and the Forum of
Supervisory Entities and Regiiato-
ry Agencies for Electric Power
Activities.

OLADE's new Forum for Electrical
Fower Activities in cooparation with
the OLADE Ministerial Secretariat in
Quito have identified the develap-
ment of a sustainable urban electric
power policy as their initial priority.
1o assist in this process, OLADE's
Execulive Secretary. Or. Julio Her-
rera, has asked the Masters in
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tification of relationships and
dynamic interrelationships and
the relative importance of thesa
interrelationships and their constituent
parts and processes. This is also
referred to as "heuristic’ analysis. The
ability to identify critical or important
interrelationships relatively quickly
enables problem analysis to he
focused on ‘key' or critical factors.
Focusing on a few critical factors
instead of considering all possibilities
is important when time for problem
solving is limited.



Techniques for
Thinking
The process of strategic think-

Strategic
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T | ; ;
R i | Problem Manifestation Causes Players
ing is structured anq system- | Definition |
atic. Several techniques are "Energy .
used in the process and usu- | Economic Inability of low Low access to Low level of | Utility
ally include one ar more of the income earners to | electricity for low income in Government
s purchase income earners compearison Private
following: electricity to electricity | Investors
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«  Problem Identification RO el 1 sommeiigl :
: available to the activities to expand | Low private | Utility
Matrix . state for sector Government
Ly FWEC&SFH.TQ expansion Reduced access to involvemeant | Private
s Performance Indicators . low income in the Investors
: ¥ households market.
= Slrength-Weakness-
Opportunities-Threats | Social Low level of Increased use of |Low income | Government
(SWOT) analysis Education in wood fuels and other | and low Utilizy
4 energy efficient nan environmental | access to Consumers
, : and environment | Sources. basic
By applying these techniques in low income education.
to the scenario task of design- ol o Hiteracy
ing a Sustainable Urban Elec- o
tric Power Policy for Quito, Environment |High reliance on | Low reliability of Low iGovernmentﬂ
Ecuador, ENEV 629 students iafinkds from Ene_fQY;“PPW_ ; CD":FE'FFE'”VE | Utility
; ; ydropower uring dry periods. |cost o
were able tn_ identify some TR Rl vl
important policy values, prab- and high
lems, key social-economic- availability of |
: e ] High Increased emissions | resource,
enmmnme_m_:al |=1t_eareiatmn sy S— jeeicing to health
ships, specific quality parame- impact of Diesel & | problems & climate |Low cost of
ters and indicators in just two Fuel Cil change effects fuels,
days Generation Inefficlent
’ generation
egquipment
The following four tables have Institutional |High involvement |Inefficiencies in the |Lack of Government
been extracted from the final of the state as supfpiy systam of the inl_nentives for | COMELEC
. entreprenaur ukility private
res_ults_ of the assignments | players to
which in the context of the CONELEC acts as | No independence for |take part
scenario they would have pre- regulator and regulator fram
palicy maker municipality

sented to OLADEs Forum of
Supervisory Entities and Reg-
ulatary Agencies for Electric
FPower Activities.

The first table is a representative Prob-
- lem [dentification Matrix product pro-
duced by one of the student groups. It
is followed by an example of another
group’s "What If * driven farecasting
and issue identification technigue. The
third table represents the results of
another group’s identification of ‘key’
or critical interrelationships necessary
for a sustainable approach. The fourth
table illustrates a sample of one stu-

dent group’s summary of sustainable
urban electric power policy parameters
and indicators,

Application of the Lessons Learned

The potential contribution of the
results of this assignment to better
understanding the problems and
implementation barriers inherent in
sustainable urban electrification palicy
design goes well beyond the class-
roam. It is generally accepted that
conventional economic and social sec-
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tor policymaking is quite good at iden-
tifying the desired future states of the
social and economic processes it is
attempting to manage. Similarly, the
development of policy statements
specifying the location, timeframe,
costs/benefits and expected perfor-
mance levels for social and economic
policy is standard procedure.

The more problemalic areas of social
and economic policymaking have gen-
erally been associated with the selection



“Given the existing
challenges in social,
economic and
environmental policy
seclors; {Lﬂigmpting Lo
underlake sustainable
policymaking is even
more fraught with
uncertanty and
methodological
diffecullies because il
requires idenlifying
policy values,
statements, parameters
and indicators about
soctal-economic-
environmendal
interrelationships and
linkages.”

of guality parameters and indicators.
This is important because it determines
what will be assessed and how it will be
assessed in order to know whether or
not the policy is working. For example,
“Gross National Product” (GNP) has his-
torically been used as primary indicator
but is increasingly being guestionad as
to its effectiveness.

Envirpnmental policy is a much newer
and less developed area of policy sci-
ance than social and economic policy-
making. There is far less experience
and accepted knowledge about what
can, does or should constitute the
hasis for determining the desired state
of ecological systems and their critical
component processes. Consequently
environmental policymaking is chal-
lenged at all stages of the policy
process, having difficulty in determin-
ing location. timeframe, who bene-
fitsfwho pays, performance levels to be
achieved and indicators.

Given the existing challenges in social,
economic and environmental policy sec-
tors; attempting to undertake sustain-
able policymaking is even more fraught
with uncertainty and methodological dif-
ficulties because it requires identifying
policy values, statements, parameters
and indicators about social-economic-
environmental interrelationships and
linkages. Sustainable policy designis a
special type of policymaking that has
very little precedent and therefore lacks
the ‘tried and true’ historical validation
usually associated with economic and
social policy traditions. However, sus-
tainable development is a driving force
in energy sector reform in the LAC
region and OLADE has made a signifi-
cant contribution to the development
and understanding of what the sustain-
able energy policy process must involve.

As urbanization increases in the LAC
region and the demand for electrifica-
tion increases with  population
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growth and consumer demand, the
need to understand the factors
invalved in developing sustainable
urban electric power policies will
increasingly hecome a political priori-
ty. 1t is important that energy and
environment professionals and future
practitioners have the strategic think-
ing skills and understanding of sus-
tainable policy design necessary to find
solutions.

. what would you do if vou were
asked by OLADE's Forum far Electrical
FPawer Activities to identify the key ele-
ments of a sustainable urban electric
power paficy?
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development o
. the Caribbean: :
~  ‘implemented in.
" major institutions of the.s0 :
the Caribbean Energy Infﬁrmatmn
System (CE!S), University of West
_Indies Centre for Environment and
Dev&lupment {LIWIGED} ‘and the
~ Caribbean Electric Utility Service
__Gorporation (GARILEC).
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Project Implementatian

The studies for the project started with
a survey aimed at identifying the
barriers that hinder the development of
energy efficiency in the Caribbean. The
survey was conducted on the basis of
a representative sampling of various
sectors classified in five subject arsas
defined at the start of the project:
Energy Policy and Regulation,
Financing  Alternatives, Business
Development, Awarengss-Raising, and
Information and Training Management.
The surveys were administered by four
participating institutions that took
advantage of their own contacts to set
up connecting networks in the
Caribbean in order to query about the
knowledge and perception of energy
efficiency prevailing in the subregion.

The results that were obtained were
discussed at a meeting held on June
13-14, 2002 in Kingston, Jamaica. The
representatives of the participating
countries discussed the reparts coming
from the institutions implementing the
project and reached a consensus about
which  barriers  were the maost
important.,  Likewise, the possible
actions that should be adopted to
overcome the barriers and that should
be part of the general plan to be
proposed as the groundwork for the
development of energy efficiency in the
Caribbean were proposed.

The list of barriers that were identified
can be summarized as follows:

1. Lack of awareness of energy effi-
ciency benefits among politicians,
decision-makers, authorities, and
executives.

2. Absence of energy policy.

3. Lack of government commitment.

4. No lead organisation on energy
gfficiency.

5. Absence of a strategy to educate
and sensitise general public.

6. Lack of utility invalvement.
7. Lack of well prepared personnel,

8. Absence of markets for energy
efficiency equipment and services.

9. Funding not readily available for
energy efficiency projects from
stablished commercial financial
institutions, particularly commer-
cial banks.

10. Existing sources of financing for
anergy efficiency projects are
mainly extra-regional.

11. Regional sources of relatively low
intergst money are not interestad
in energy efficiency.

12. Size of Caribbean Market,

13. High initial cost of energy efficien-
oy Bquipment.

Latin Aunerican Eneraw Organization « OLADE

14. Low quality of some equipment.

15. Weakness and/or absence of reg-
ulatory framework,

Sabre la base de las barreras identifi-
cadas y de las sugerencias recibidas en
[a Primera Reunidn Regional del
Proyecto, se desarrolld fa estructura de
un plan que aspira a cumplir varios
condicionantes que son necesarios
para que existan perspectivas de éxito
en el cumplimiento de los objetivos.

Conditions to be obtained by the
Plan

Overcoming of barriers

The plan proposed would have to inte-
grate several actions with regional
scope, which will allow far avercoming
of the barriers, identified during the
previous phase.

In order to reach the proposed goal, it
is necessary to integrate the several
programs that suggested themselves

Frasiding officars of the Second Ragional Meeting of the Project lo Fromale Energy Efficiancy in
the Caribbean. From fsft fo right the UNDF/GEF Represeniative, Mr Oliver Page; the Minister
of Physical Development, Environment and Housing of St Lucia, Hon, [gnafius Jean; and ife
OLADE reprogentative, Mr Mark Bander
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from the five thematic areas defined at
the beginning of the project. They of
necessity have to be supportive of each
other, since they are closely related and
must to be oriented to inter-linked bar-
riers.

Support from all the Caribbean coun-
trigs

The actions that are included will have
to satisfy different perspectives in order
to harmonise the diversity of views of
the 16 beneficiary countries of the pro-
ject. Only in that way will the support
that is required for the plan be had.
Even more, if the plan entails a com-
mitment of economic contributions for
its implementation, then such support
i indispensable.

Sustainability

Energy efficiency efforts cannot be of
short-term  scope, fundamentally
because the incorporation of energy
efficiant equipment requires a process
of several years, where new, higher effi-
ciency models replace those of lower
efficiency as fast as the latter exhaust
their life expectancy. This imposes the
necassity to propose actions with the
characteristics and potential to be sus-
tainable.

GEF Conditions

The GEF conditions are summarised in
documents related to the Operational
Program Number 5. Removal of Barri-
ers to Energy Efficiency and Energy
Conservation, and perhaps the most
important is the one that refers to the
sharing of the financing of the invest-
ments. The  GEF  document
GEF/C.7/int.5, Incremental Costs, Feb-
ruary 29, 1996, states the following:

“Additional national action beyond what
is required for national development is
therefore also needed. Such additional
action imposes additional {or “incre-
mental”) costs on countries beyond the
costs that are strictly necessary for
achieving their own development goals,
but nevertheless generates additional

12

henefits that the world as a whole can
share.”

PLAN TO OVERCOME BARRIERS

The plan outlined below has a structure
that includes 8 broad programs, gach
interrelated with the other. Each pro-
gram is oriented to the overcoming
more than one barrier. Each program is
presented in a picture to summarise the
activities included within it.

Many individual activities are going to
be developed in a co-ordinated fashion
between two or more programs; those
relations are shown in brackets. For
instance, take the case of the pilot pro-
jects. They are part of the Program for
the development of an energy efficiency
services and equipment market but at
the same time they will be used for on-
the-job training activities for the techni-
cal personnel. On the other hand, they
would facilitate the start-up operation of
the revolving fund by creating the space
for the training of executives of the
financial institutions for these new
kinds of financial operations.

Final activities

The proposed structure was circulated
to all the representatives of the coun-
tries participating in the First Regional
Meeting for the purpose of furthering
the analysis and obtaining comments
from the government offices to which
they belong. Afterwards, the proposal
was discussed at the Second Regional
Meeting held in St. Lucia on September
2, 2002, at which time it was widely
applauded and benefited from com-
ments, which were introduced before
completing the presentation using the
format required by GEF to process the
funding request. 1t should be noted
that the plan's structure presented in
the present article incorporates the
comments made at the regional meet-
ing in St. Lucia.

At present, work is being done on the
details of the hudget, timetable, and
other specific considerations that will
complete the plan.
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Farticipants at the Secand Regional
Meeting for the project almed at over-
coming the barriers ta energy efficiency
in the Garibbean, held in 8t Lucia on
Sepfember 2, 2007

1- Raise Awareness of

Authorities and Executives This program is oriented to overcome the barrier
that, in opinion of the survey respondents, and
Campaign using one Regional with which the participants in the First Regional
Ministry as a Champion

gt Meeting concurred, is considered the most
] important and that must first be addressed in

CARICOM Mesling
~ Space in OLADE order to open the way to any other activity in the
Min‘stries Meating area of energy efficiency in the Caribbean. This is
_ Produce a special the lack ' i ;
il 0 e lack of awareness of energy efficiency benefits

_ _ among politicians, decision-makers, authorities,
Special meatings of Chambers of :
Indusiry & Commarse and executives.

Special mestings of Hotels
assnciationg

‘ 2- Support Development of ‘
|. Policies in Energy Efficiency The absence, in the countries of the Caribbean,
L Technical & econcmic assistance to of policies orienied to the development the
o i & depard - .
SSIG DIaNoS o Copsnmells energy efficiency and in some cases, of an
Fost et to nant ; : : ; :
bzt el S L energy policy in general, is a strong impediment

policy progasals
Creation of energy  efficiency (& RE) office or to the establishment of strategies and further, to

nomination of one offiial to be in charge concrete actions that allow for the creation of a
Maniloring by EE Dpts.: Development of base line for follow-up : e
indicators & programs {In co-ordination with Program 7] markgt for EE equi FIFT'IEHT and services.
Assist EE Dpts. 1o develop erierey labaliri program and o Additionally, this prevents the taking of concrete
implament lhrough Bureaus of standards actions to create a suitable atmosphere where

. Development of energy efficiency strategies {In co-ordination efficiency actions can bear fruit.

with Programs 5 & 7)

Assist EE Dpts. 1o proposs laws, standards & regulations
and suppart tham in.gatting approval

13
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Awareness and knowledge of the public as
to the benefits of energy efficiency and the
impaortance it has for their own well being
and economic situation is fundamental

for any EE program to be successful.
Therefore, this component of the

plan has special importance.

4 Regional Cap_a;ity Building
~and Child Education Program

Development of curricula & educationd

mzlera

Congensus in strategy in mestings of Education
Iinisiers

Training program for school teachers

Information disseminalicn using electronic novelties in an
era curmicula format

Soecis! courses for raining holed mainienance persornel and
technicians al vocational level

Development of specizl coursss fseminars for il

eng:neers and civil sociefy onganizstions

Develapment of a mirimurn curmicula on ensrgy efficiency and energy audits
and disseminate amaong all universifies and campuses

_ End-use studes Pilet projacts in all Caribaan islands as or-ha-job training
gctivities {To be co-ordinated with Program 7)

Many recommendations must find echo in the
availability of equipment and specialised services
and, in the case of commercial and industrial
companies, that they find technical and financial
assistance for concrete applications. All of this is a
function of the existence of a market for energy
efficiency services and equipment.

Additionally, the existence of this market depends
on the trained professionals finding work in the
field for which they were prepared, and in addition
they have the resources to actually implement
recommendations that arise from the energy
audits.

3- Public Aw;reness

Definition of regional strategy
Selzclion of regional publicity consultant and
e publicity fism in each couniny

Initial campsign directed to replace incandescant
larnps with compact fluarescent lamps

Definition of 2 phase public awareness campélgn
Labeling  (Co-ordinated with Programs 5& 7

Second phass public awarsness campaign
supparted by prvale sector

Agreaments wilh professioral associabions
to disseminate EE potential

This Program is of great importance, because
success in the development of the energy efficiency
depends to a great extent on the way in which the
qualification of professionals and technicians of the
Region is confronted. The outlines described below
include, in addition to formal academic courses, the
interaction with other programs with specific
activities, in order to use them as part of the training
efforts being field experiences.

5- Development of Market for Energy
Efficiency Services and Equipment

From enc-use studies {Program 7) define sleps for equigment promeodion |
[Resufts ko 207 phaze of public awareness campaign. Program 3)

Diszamingle polenlial economic benefils of energy sfficiency
tbrochures and educationsl materal)

Pilat projects {Training personnel, executive awareness,
revolving fund start-up and operation)

Give incentive fo ESCOs creation and support the
aperaficn of exizting ones

Energy Engineers and ESC0s certification
development

Independant sntity o maasure and verlfy savings
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The barrier is not only the lack of availability of funds

but also the lack of experience with credit operations
for efficiency actions. Credit operations for energy

6- Regional Revolving Fund to
Finance Energy Efficiency

efficiency actions, particularly those that they have to

do with operations through ESCOs, differ significantly
from those that financial institutions are used t0.
Therefore, it is necessary to initiate a revelving fund
that allows for overcomning the obstacles of the
mament and associate it with the execution of pilot
projects to demaonstrate the possibilities and
potentialities that are currently disregarded.

Dafinilion and digsussion of the Dy-laws Eor the
operation of the fund

Creation of technical guarantor for the

financial operation with ESCOs

Train local “third floor instiutions fo design-and
corirol Anancial operstions

Eslablizh agresments with inlematicnsl. regional and locs!
inslitutions for fund farmatian

This Program refers to the development
of concrete plans for energy efficiency
actions in each one of the countries of
the Caribbean. The local EE group must
be integrated with the participation of
the state sector and the utilities in order
to have a suitable mix of the actors and,
at the same time allow the authorities
and executives to witness the execution

7- Initial Indicator Valuation and

Concrete Plans Definition

End-use shudies 2nd messurements proposats. To be co-ordinated with
Program 4 (Capacity building). Results bo Proorams 2, 3, 8.
Economic assessment and prarifisation of measures
proposed [Co-ordinalad with Pragram 4)
_ D5M assesmen: and measures definition with ulfilies
personne
Definition of strategias to ba included as parl of policy (Enengy levies or
taxes), Co-ording ted wilk Program 2 (Enengy efficiency policy}

of activities,

' 8- Strengthen Utility
. Regulators

Zpace in Lafin American and Carbbean forums
| i initiate conversations

Training and meetings 10 share experiences
for the personnel of regulator

Prormote the creation of regulator offices in
countries that do not have any

Promale the crealion of a Carbbean Association
of Utilities Regulators

 Proposs DSM tariffs upen the base of end-use
sludies (Program T)

Change of faniff struciure 1o enforee loss reduction

|_ Long run plans | proposals to each Caibbean country

The weakness of the regulatory system in most of the countries of the
Region means that the interests of the customers of the energy
companies are not well represented by these institutions. This situation
is more serious if one considers that size of energy markets are so
small that it does not gives rise to incorparation of competition as is
done in other countries of the world. Of utmost importance then is the
strengthening and, in some cases, the establishment of a regulatory
system with knowledge and experience.

A regional association of regulators will allow far the sharing of
gxperiencas to strengthen the position of the smallest institutions and
at the same time, the association will allow the integration of the
regulators in all the countries of the region as active participants in the
elements of energy efficiency plan and strengthen their role as a link
with the energy utilities, not only in supply-side efficiency but with
regard to the support of the companies for demand-side efficiency
actions.

15
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out a doubt, the United Nations Conference on
ent and Development held in Rio de Janeiro
he fundamental principles and an
ieve sustainable development.
mit of August-September 2002,
Rio+10 firmly reasserted the
countries of planet Earth to the
and the plan of action consisting of
reed upon with the approval of
evelopment goals.

-that should be highlighted in respect to the
uth Africa is the massive and active
civil society through all of its entities,
vate sector, social movements, NGO,

t the Summit should be
shows that there is a
world's business community to
ment. It was an opportunity to
openly, in the motor vehicle
or, what has been achieved to date
ific and technological development to
for example, the issue of greenhouse
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whether commercial or not, took up the challenge of publicly
presenting what it had done and what it expected to do in the
future in the framewark of this planetary topic of sustainable
development.

While the official delegations of the government members of
the United Nations (UN) discussed the final details for the
implementation plan of the World Summit on Sustainable
Development, outside, at another venue close to the Sandton
Convention Center in Johannesburg, very interesting specific
debates were being conducted. Among others, there were
debates on the eradication of poverty, the need to change
unsustainable production and consumption patterns, the duty
of peoples to protect and manage the natural resource base for
their social and economic development, the sustainability of
development in a globalized world, health and sustainable
development, the sustainability of development for developing
island States, sustainable development for Africa and other
regional initiatives aimed at Latin America and the Caribbean,
Asia-Pacific, Western Asia, the European region, and others.

At these large world meetings, even more so at this Sustainable
Development Summit, where the participation of civil society
was evident, it is customary to find organized groups
expressing their dissatisfaction. Indeed, many

NGOz and social movements exposad
their disappointment at the plan of
implementation of more than 150
points that were discussed in the
United Nations and manifested
their disagreement with the limited
action that governments
were attempting to
pledge as part of the
implementation plan
of the World Summit
on Sustainable
Development. It is
normal for this to
occur. Itis appreciated, but
not necessarily shared by others.
The wvirtue of mankind is its
diversity of thought and
perspective.

According to this part of civil society, @ 4
this is the consequence, tinged with sadness, -
of the "lost decade since Rio." According to some

Latin Armerican Eneray Organization » OLADE

NGOs, the goals of Rio were never reached for the following
reasons: lack of political will and half-hearted efforts in
everything that was undertaken. For many of them, not only
was there a lack of coordination but also a lack of continuity in
the search for much more efficient production and
consumption patterns.

Energy, without the least doubt, is the farget of all kinds of
criticism, and this is understandable, because the world is
divided into producers and consumers of fossil fuels such as
oil, naturai gas, and coal. Itis also divided between producers
and consumers of technology applicable to renewable sources
of energy such as solar, wind, and other energy. For obvious
reasons, the world is also divided between those who have the
broad power to purchase and pay for an energy transition
toward a future energy rmix where oil and other fossil fuels are
not the dominant sources and where scientific and
technological transfer is shared using an approach of solidarity,
and those who do not.

In other words, not everyone's needs can be met.

To conclude, in my opinion, the wonderful aspect of the
Johannesburg Summit was to draw the attention of
governments, civil society, and, through the
media, the entire world that was
watching this global event either
with satisfaction or disappointment.
The important outcome is that, once
again. the groundwork has been laid
o ensure that at least 10% of the
energy portion of world
consumption be based
on renewable fuels
that do not emit
pollutants like fossil
fuels, and that poverty
be eradicated in all of
its  aspects by
~#=*  contributing at least 2% of the
gross domestic product of the
developed countries as a token of
their solidarity.

=

Former Secretary General of
OPEC and International
Consultant in Energy and
Investments.

17

Organi zaci 6n Lati noaneri cana de Eneraqia



The Johannesburg Declaration on
Sustainable Development

From our Origins to the Future

1.

18

. From this Continent, the Cradle of

We, the representatives of the peoples of the world,
assembled at the World Summit on Sustainable

Development in Johannesburg, South Africa from 2-4. -

September 2002, reaffirm our commitment to sustainahle
development.

We commit ourselves to build a humane, equitable and
caring global society cognizant of the need for human

dignity for all.

At the beginning of this Summit, the children of the world
spoke to us in a simple yet clear voice that the future

belongs to them, and accordingly challenged all of us to
ensure that through our actions they will inherit a world free
of the indignity and indecency occasioned by-poverty,
environmental degradation and patterns of unsustainable
development.

. As part of our response to these children, who represent

our collective future, all of us, coming from every
corner of the world, informed by different life
experiences, are united and moved by a &
deeply-felt sense that we urgently need to
create a new and brighter waorld of hope.

Accordingly, we assume a collective J
responsibility to advance and strengthen
the interdependent and mutually reinforcing
pillars of sustainable development — economic
development, social development and
environmental protection — at local, national,
regional and global levels.

Humanity we declare, through the
Plan of Implementation and
this Declaration, our
responsibility to one another, S
to the greater community of life §&
and to our children.

7. Recognizing that humankind is at a crossroad, we have
united in a common resolve to make a determined effort to
respond positively to the need to produce a practical and
visible plan that should bring about poverty eradication
and human development.

From S_tui:hhulm_tn Rio de Janeiro to Johanneshurg

8. Thirty years age, in Stockholm, we agreed on the urgent
need to' respond to the problem of environmental
deterioration. 'Ten years ago, at the United Nations
Conferenceon Environment and Development, held in Rio
de Janeirp, we agreed that the protection of the
gnvironment, and social and economic development are
fundamental to sustainable development, based on the Rio
Pringiples. To achieve such development, we adopted the
global pregramme, Agenda 21, and the Rio Declaration, to
‘whieh we reaffirm our commitment. The Rio Summit was
a significant milestone that set a new agenda for sustainable
development.

9. Between Rio and Johanneshurg the world’s
nations met in several major conferences
under the guidance of the United
Mations, including the Monterrey
Conference on  Finance for
Development, as well as the Doha
Ministerial Conference.  These
conferences defined for the world a
comprehensive vision for the future
of humanity.
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10.At the Johanneshurg Summit we achieved much in bringing
together a rich tapestry of peoples and views in a
constructive search for a comman path, towards a world
that respects and implements the vision of sustainable
development. Johannesburg also confirmed that significant
progress has been made towards achieving a global
consensus and partnership amongst all the people of our
planet.

The Challenges we Face

11.We recognize that poverty eradication, changing
consumption and production patterns, and protecting and
managing the natural resource base for economic and social
development are overarching objectives of, and essential
requirements for sustainable development.

12.The deep fault line that divides human society between the
rich and the poor and the ever-increasing gap between the
developed and developing worlds pose a major threai-o
global prosperity, security and stability.

13.The global environment continues to suffer. Loss of
biodiversity continues, fish stocks continue ta be depleted,
desertification claims more and more fertile land, the

adverse effects of climate change are already-evident,

natural disasters are mare frequent and more devastating
and developing countries more vulnerable, and air, water

and marine pollution continue to rob millions of a decent life. _

14.Globalization has added a new dimension to these
challenges. The rapid integration of markets, mobility of
capital and significant increases in investment flows dround
the world have opened new challenges and oppartunities far
the pursuit of sustainable development. But the benefits and
costs of globalization are unevenly distributed, with
developing countries facing special difficulties in meeting
this challenge.

15.We risk the entrenchment of these global disparities and
unless we act in a manner that fundamentally changes their
lives, the poor of the world may lose confidence in their
representatives and the democratic systems to which we
remain committed, seeing their representatives as nothing
rnore than sounding brass or tinkling cymbals.

Latin Amarican Energy Organtzation = OLADE
Our Commitment to Sustainable Development

16.We are determined to ensure that aur rich diversity, which
is our collective strength, will be used for constructive
partnership for change and for the achievement of the
commaon goal of sustainable development.

17.Recognizing the importance of building human solidarity,
we urge the promotion of dialogue and cooperation among
the world's civilizations and peoples, irrespective of race,
disabilities, religion, language, culture and tradition.

18.We welcome the Johannesburg Summit focus on the
indivisibility of human dignity and are resolved through
decisions on targets, timetables and partnerships to
speedily increase access to basic requirements such as
clean vrater, sanitation, adequate shelter, energy, health
care, food security and the protection of bio-diversity. At the
same time, we will work together to assist one another to
have access to financial resources, benefit from the opening
of .markets, ensure capacity building, use modern
technology-to bring about development, and make sure
that there is technology transfer, human resource
development, education and training to banish forever
underdevelopment.

19.We reaffirm our pledge to place particular focus on, and give
priority attention to, the fight against the worldwide
conditions that pose severe threats to the sustainable
“~development of our people. Among these conditions are:
chranic hingar; malnutrition; foreign occupation; armed
“ confligts: illicit drug problems; organized crime; corruption;
natural disasters; illicit arms trafficking; trafficking in
persons; terrorism; intolerance and incitement to racial,
ethnic, religious and other hatreds; xenophobia; and
endemic, communicable and chronic diseases, in particular
HIV/AIDS, malaria and tuberculosis.

20.We are committed to ensure that women’s empowerment
and emancipation, and gender equality are integrated in all
activities encompassed within Agenda 21, the Millennium
Development Goals and the Johannesburg Plan of
Implementation.

19
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21.We recognize the reality that global society has the means
and is endowed with the resources to address the
challenges of poverly eradication and sustainable
development confronting all humanity. Together we will
take extra steps to ensure that these available resources are
used to the benefit of humanity.

22.In this regard, to contribute to the achievement of our
development goals and targets, we urge developed
countries that have not done so to make concrete efforts
towards the internationally agreed levels of Official
Development Assistance.

23 We welcome and support the emergence of stronger
regional groupings and alliances, such as the New
Partnership for Africa’s Development (NEPAD), to promaote
regional cooperation, improved international co-operation
and promote sustainable development.

24 We shall continue to pay special attention o the
developmental neads of Small Island Developing States
and the Least Developed Countries.

25.We reaffirm the vital role of the indigenous peoples in
sustainable development.

26.\We recognize sustainable development requires a long-
term perspective and broad-based participation in policy
formulation, decision-making and implementation at all
levels. As social partners we will continue to work for stable
partnerships with all major groups respecting the
independent, important roles of each of these.

27 We agree that in pursuit of their legitimate activities the
private sector, both large and small companies, have a
duty to contribute to the evolution of equitable and
sustainable communities and societies.

28.We also agree to provide assistance to increase income
generating employment opportunities, taking into account

20

the International Labour Organization {ILO) Declaration of
Fundamental Principles and Rights at Work.

29.We agree that there is a need for private sector corporations
to enforce corporate accountahility. This should take place
within a transparent and stable regulatory environment.

30.We undertake to strengthen and improve governance at all
levels, for the effective implementation of Agenda 21, the
Millennium Development Goals and the Johannesburg Plan
of Implementation.

Multilateralism is the Future

31.To achieve our goals of sustainable development, we need
more effective, democratic and accountable international
and multilateral institutions.

32.We reaffirm our commitment to the principles and
purposes of the UN Charter and international law as well as
the strengihening of multi-lateralism. We support the
leadership role of the United Nations as the most universal
and representative arganization in the world, which is best
placed to promote sustainable development.

33.We further commit ourselves to maonitor progress at regular
intervals towards the achievement of our sustainable
development goals and ohjectives.

Making it Happen!

34.We are in agreement that this must be an inclusive process,
involving all the major groups and governments that
participated in the historic Johannesburg summit,

35.We commit ourselves to act together, united by a common
determination to save our planet, promote human
development and achieve universal prosperity and peace.

26.We commit ourselves to the Johannesburg Plan of
Implementation and to expedite the achievement of the
time-bound, socio-economic and environmental targsts
contained therein.

37.From the African continent, the Cradle of Humankind, we
solemnly pledge to the peoples of the world, and the
generations that will surely inherit this earth, that we are
determined to ensure that our collective hope for
sustainable development is realized.

We express our deepest gratitude to the people and the
Government of South Africa for their generous hospitality and
excellent arrangements made for the World Summit on
Sustainable Development.
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The analysis of topics focusing on the energy development
of the countries of Latin America and the Caribhesan will
become the core element of the X336 Meeting of Ministers
of the Latin American Energy Organization (OLADE), to be
held in Quito, on November 7-8, 2002,

The Meeting, which brings together the region's Energy
Ministers once a year, will also address subjects that ars

refevant for OLADE's institutional capacity building,

In the framework of this ministerial meeting, bilateral and
subregional meetings have been scheduled to deal with
spacific topics such as energy integration, development and
cooperation in the subregions of the Caribbean, Central

America, and the Andean Community of Nations.

The agenda for the XXX Meeting of Ministers also includes
the election of the Executive Secretary of the Organization far
the term of office 2003-2006. The new Executive Secratary
will be replacing Dr, Julio Herrera, who has been at the head

of the Permanent Secretariat of OLADE since January 2000.

The Governments of Bolivia, Ecuador, and Peru have
subimitted the following candidacies Tor this election:

*  Nir. Carlos Salinas-Estenssora (Bolivia)

= Mr. Diego Pérez-Pallares (Ecuadar)

= Mr. Carlos Garaycochea-Mejia (Peru)

Latin American Energy Organization « OLADE

ENERGY MINISTERS OF
LATIN AMERICA AND
THE CARIBBEAN WILL MEET IN QUITO

Prior to the XXX Meeting of Ministers of OLADE, the Y%
Council of Experts of the Organization, which is a preparatory
meeting for the ministerial meeting, will ba held on Novermber

5-6, 2002 in Quito.

The Meeting of Ministers of the Member States of OLADE is
the most important annual event for the energy sector of
Latin America and the Caribbean, as it issues guidelines for

regional integration and cooperation policies.

The Meeting of Ministars, the supreme decision-making
bady of the Organization, has the following functions, among
others:

*  Formulating the Organization's general policy and
approving the regulations that are needed to reach its
objectives.

«  Exchanging viewpoints and proposals for energy
strategies, activities, and policies that are of interest to
its Member States.

»  Appraving the Organization's Working Program.

+  Appointing the Organization's Executive Secretary.

+  Apalyzing and approving requests for the instatement of
new members and participating countries in the

Qrganization,
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I. A Short Background

Data Transparency is undoubtedly a key element for
impraoving the quality of data. Better data would mean bet-
ter decision-making. This is also applicable to the energy
economy where accurate oil data are essential to minimize
the price fluctuations in the oil market which result from

imbhalances in supply and demand.

The late 1990s were characterized by unusually high
volatility in ail prices. Consequently in November 2000, six
key international organizations involved in oil statistics held
a meeting at the International Energy Agency (IEA) head-
quarters in Paris to investigate the quality of data. The fol-
lowing graph, which shows the growing “miscellaneous to
balance” in the |EA Monthly Oil Market Report illustrates
the difficulties experienced in halancing data for oil sup-"
ply-and demand. It also shows cansistent gaps indicating
acrucial problem with oil-data. During this meeting, rep-
resentatives from APEC, EUROSTAT, IEA/CECD, OLADE,
OPEG, and the UN investigated differences between-def-
initions,. units and-methodologies. Solutions were
sought far better harmonization of statistical systems.-
The debate created momentum to work-on the avail-
ability and the reliability of oil data. Indeed, both, pro-
ducer and consumer countries recognized the need for
mare, and better, transparency in the oil market,

Accordingly, the 7® International Energy Forum

{Rivadh, 17-19 November 2001) suggested that all
concerned organizations made the improvement of

data reporting a priority in order to increase trans-
parency in the oil market. At the end of its meeting
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the forum issued a communiqueé say-
ing that “co-operation among refevant
international arganizations, as wefl as
the participating countries, inimprov-
ing-and timely accessing.to energy data
15 important for market assessment
and transparency’”.

As a result, a follow-up workshop on oil
data transparency was organized, to
which each international organization
invited 3 to 4 of its Member-Countries.
This meeting took placein Bangkok on
210:3 April- 20071, The six organizations
and-twenty countries analyzedthe cur-
rent situation with-regards to.oil statis-
tics;-highlighted the major problems
which were being encountered, and
sought for ways to improve oil data
transparency. They agreed to launch
and participate in a six-month-data
reparting exercise (known as the Joint
0il Data Exercise), with the objective to
quantify and qualify the availability,-and
timeliness, of basic monthly oil data.

The agreement included a six-manth
trial period, after which organizations
and countries would reconvene in order
to evaluaie the participation, complete-
ness, timeliness and quality of data
received. The Kingdom of Saudi Arabia

offered to

‘host this evaluation meeting in Novem-
ber 2001.

Il. The Joint Dil Data Exercise

On 10 May 2001, the six organizations
met at the offices of the OPEC Secre-
tariat in Vienna to finalize the format,

the definitions and the-details of imple--

mentation of the joint-questionnaire.

The-questionnaire (see below) was-kept.

simple {in terms of-both layout and def-

initions). This was to facilitate the com-_

pletion_of it by as many countries.as

~ possible. The questionnaire requests

the sbmission of one-month-old (M-
1) and two maonths old (M-2) data:
Each organization took responsibility
far submissions-frony its-own member
countries {e.g.: Turkey-to the lEA; Nige-
ria to OPEC, etc.). The first submission
was scheduled forthe end of June.

Iil. Outcomes of the Exercise

The outcome of the exercise was
reviewed in Riyadh on November 10 to
12, 2001, Various aspects on the imple-
mentation of the exercise-were dis-
cussed including issues on methodolo-
gies-and units, availability of M-1 data;

confidentiality -stocks data, availahility-

on flow elements.and com-
munication-related
problems.
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Although the quality of the data largely
varied from country to country, as of
the end of October 2001, fifty-five
countries provided data for the Joint Oil
Data Exercise. The countries represent
around 70 per cent of total world oil
production and some 83 per cent of
total world consumption.

Moreover, for a number of countries,

‘the exercise constituted an oppdrtunity

tostrengthen their statistical system; In

“terms-of coverage, completeness dnd

timeliness.- Likewise, the organizations

- profited —from--the. -momentum -to

strengthen statistical ea-gperation.with
their-memhber-countries and between
themselves.

The third meeting of organizations and
countries on oil data transparency was
held in Mexico City from 23 to 25 May
2002 to review -progress, evaluate
pending work, and elaborate the report
to-be presented-to the 8th International
Energy Forum in Osaka.

The participants to the meeting included
representatives of the international orga-
nizations, their member countries and
the oil industry. Some 30 key producer-
consumer countries and 9 oil companies
participated- compared to 20 and 3,
respectively, in Rivadh- The “newcom-
ers” included Belgium, Canada, China,
Colombia; Egypt. India- Indanesia;

Kuwwait -and  Venszuela —as-well-as—
-Ecopetrol-Kuwait Petroleum Company,

Petrobras, _Petronas,. PetroVietnam,
Shell, Statoil and TotalFinaElf from the oil
industry. The number of countries which
have already participated in the exercise
increased from 55 in November 2001 to
70 in May 2002. The new comers
include key producers suchas Malaysia,

“Kuwait and Yenezuela, as well-as key

consumers and refinery-centers such as
the Netherlands (for.M-1) and Singa-
pore.- i all the 70 countries-manage-to

“report for the same month, this will rep-

resent over 90% of both global oil sup-
ply and demand. However, the timeliness
and completeness of the data still vary
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considerably from country to country,
and from flow to flow.

Crude production and refinery
intake/output appear to be the easiest
flow to collect on a timely manner;
demand takes more time to assess;
foreign trade takes even longer since
often the data have to be obtained
from customs offices. For same coun-
tries, stock levels or variations are still
considered confidential; for others,
definitions on stocks are not always
clear; however it seems that in both
cases progress have been made

towards making this information avail-
able.

As regards data quality, countries and
organizations have put substantial
effort to assess the quality of the data
submitted and received, and when
needed to improve it. No attempt has
yet been made to assess the global oil
supply and demand halance, as well as
the global impart and export balance,

As a consequence, although what has
been achieved in one year is remark-
able, substantial work remains to be
done in order to maintain a monthly
90% coverage of adequate quality. "

APEC/EUROSTAT/AIE-OCDE/OLADE/OPEP/ON
EJERCICIO CONJUNTO SOBRE ESTADISTICAS

FPETROLERAS

Pais
Mes Unidad
Derivadosde Petrélec
Crudn
LPE [Gasaling Hecsenn [SasOlossl | e an | et o
ail

Produccidn Rolimery Duipad
Impartadends Imgorts
Exgonta Expoits

Crosing [ Clesing
Sincks Siesis

Chung | Change
Rafinery ntaka Deenanc

(Table of monthiy data for the joint oil data exercise)
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feel more transparent than before”,
“We should celebrate our common
success” are some of the expressions
from the participants: countries and
organizations felt satisfied with the
work jointly done towards more trans-
parency.

To disseminate the advances of the
gxercise the six Organizations devel-
oped a Web site at hitp://www.oil-data-
transparency.org where technical doc-
uments related with the exercise can
be found. Also, users can get access
to the databases of each organization.

IV. Progress of the Countries of Latin
America and the Caribbean in the
JDE

As for the ather international organiza-
tions, OLADE distributed amang its
member countries the commaon format
for compiling information in Jung
2001, which incorporates an addition-
al row to identify LPG and gasoline
production in natural gas separation
plants. In contrast to other organiza-
tions, OLADE requested that anly real
and available infarmation be reported:
in other words, in this first phase, no
estimates were requested for data that
were not available.

Up to the meeting in Riyadh in Novem-
ber 2001, five months after the JDE
had started up, 9 of the 26 member
countries of OLADE had been incorpo-
rated into the JDE. The remaining 17
countries were carrying out different
types of actions and adjustments to
obtain infarmation and supply it to
OLADE, which incorporated into the
SIEE a new module referred to as
“Monthly Indicators” to record and
disseminate the results of the exercise,
which is now a permanent element of
the information system.

In Mexico, six months after the meet-
ing in Riyadh, eight other member
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countries of OLADE have been incar-
porated into the exercise, which means
there are now 17 countries participat-
ing. Brazil started participating at the
meeting in Riyadh.

In terms of number of countries, the
progress has been from 35% to 65%,
which means a rise of 89%. In terms
of oil output, at the Rivadh meeting,
the countries participating in the JDE
accounted for 52% of this production,
whereas for the Mexico meeting the
participating countries account for
99% of the region’s output, which rep-
resents a 91% increase. From the
standpoint of consumption of oil and
products, the participation of the coun-
tries up to the meeting in Riyadh
accounted for 49%, whereas this share
accounts for 95%.

Regarding this, major progress has
been achieved, but we still need to sup-
port the nine remaining countries to
ensure their participation in the JDE.
Although this may mean further efforts
and resources to obtain information,
the benefits for the participating orga-
rizations and countries and for the
countries that are incorporated will be
aven greater owing to the improvemeant
in statistical procedures, knowledge
about their information, and support
far other tasks as a result of timely and
tranzparent information.

L CONEIVERTICN

and timeliness of infar-
mation, major im-
provements were
achieved in the majori-
ty of the countries par-
ticipating in the JDE
since Riyadh.  For
Argentina, Ecuador,
and Uruguay, which
provided information
after a lapse of three to
five months, the time-
liness of the information is now two
months. As for
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for Argentina (since 1994), Colombia
(since 1996), and Uruguay (since
1996).

COMPLETE INFORMATION

0f the 17 countries, complete informa-
tion is now available for four countries:
Argentina, El Salvador, Mexico, and
Micaragua. For the other countries, the
data that are most difficult to gather
are for inventories and demand.
According to the majority of the coun-
tries, this information could be provid-
ed over the short term hut possibly not
with the same timeliness as at present.
For countries like Jamaica and

TIMELINESS

Colombia and |
Mexico, they are
supplying informa-
tion within one
manth. The four
other  countries
have not changed

AW L wWEmiga .
Dl Dalay
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the timeliness th&‘y’ _

had before.

0f the countries
that have been

AVAILABILITY

incorporated into aRGET
the exercise over
the  last  six
months, El Sal-
vador and Nicara-
gua are notewarthy
for providing infor-
mation in one

RlvanH M EXICD
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manth.

QUALITY

As for the availahil-
ity of information,
for the majority of
countries,  data
have been record-
ed since January
2001,  although
historical  series
that date back to
much earlier are
also available as

iy Inzomplets Dala
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Paraguay, information on imparts and
exports is more difficult to obtain
because this activity is in the hands of
private-sector companies, and no
agreements have heen drawn up with
these companies to obtain the infor-
mation in keeping with JOE's require-
ments,

QUALITY OF INFORMATION

For this evaluation, three criteria were
considered: yields of the refineries,
crude oil balance, and balance of oil
products.

Regarding the yields of refineries. the
crude oif input was evaluated compar-
ing it to the sum of oil products
obtained. In the nine cases highlighted
in blue, in the table on Quality, the dif-
ference is no greater than 4% (efficien-
cy rates of close to 100%), which is
deemed to be satisfactory for this
stage of the exercise. For the seven
countries highlighted in green, the dif-
ferences are greater principally
because of the lack of clarity in the
instructions about the information that
has ta be reparted as input to the refin-
ery. Such is the case of Argentina:
although it has accurate information on
the process in refineries, it was agreed
for now that only crude oil input would
be included, despite the fact that large
amounts of condensates, natural gaso-
line, and other products are inputted.

The balance for crude oil and oil prod-
ucts for the countries that have com-
plete information shows acceptable
results for all cases. The countries with
0% difference, namely, Chile,
Paraguay. and the Dominican Repub-
lic, have calculated demand on the
basis of the following balance equa-
tion:

Demand = Production + Imports -
Exports + Variation of Inventories
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V. The Way Forward

One of the most important decisions
taken in Riyadh was the agreement to
extend the exercise by 10 months and
1o report to the 8 International Energy
Forum (IEF), which took place in
(Osaka, Japan, in September 2002, on
the progress made since the call for
more transparency at the 7o Interna-
tional Energy Forum in  Riyadh
{November 2000}.

The presentation made in Osaka an the
results obtained since the initiative was
launched was praised and supported
by 13 of the participating organizations
and countries who took the floor to
speak about this matter. The represen-
tative of the United Kingdom proposed
that the possibility of having the new
Permanent Secretariat of the Interna-
tional Energy Forum support the initia-
tive be explored.

The Forum, in the Final Minutes of the
Meeting, reiterated its support to the
initiative, as follows: “The Forum reaf-
firmed its called from the 7t IEF Meet-
ing in Riyadh for improvement of oil
data quality and timeliness. In this
context, the Forum commended the
monthly oil data reporting initiative
established by APEC, EUROSTAT, IEA,
OLADE. OPEC. and UNSD, and was
very appreciative of the work done by
the six organizations and more than 70
producing and consuming countries.
However, the Forum noted that data
transparency would be achieved only if
all parties are fully committed to this
important initiative, and urged all coun-
tries to participate in the initiative. The
Forum requested the six organizations
to make the exercise permanent and to
consider how it could be coordinated
in the longer term. A progress report
was requested for the next IEF meet-
ing.
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VI. Where do we go from here?

The support and confirmation of the
[nternational Energy Farum to contin-
ue with the initiative as an ongoing task
will enable the six organizations to
establish a definitive plan of action.
which is expected to be drafted by the
end of 2002. This plan should consid-
er a review of the strategies and
options to incorporate all the countries,
greater participation of industry, mak-
ing the database accessible to the pub-
lic, and establishing coordination
mechanisms with the Permanent Sec-
retariat of the |EF

Vil. Sustainability

The six organizations and countries
agreed to sustain the work on trans-
parency. However, several conditions
are needed to continue the an-going
effort; this includes political support,
adequate resources, involvement of the
oil industry, a mare formal co-ordina-
tion mechanism aimed at securing
effective support from the Permanent
[EF Secretariat and providing specific
collaboration to those countries that do
not have suitable mechanisms to
report their information with the
required characteristics.

VIII. The Qil Industry

Participation of il industry is essential.
Reprasentatives from the oil compa-
nies expressed their support to the ini-
tiative and the need for more trans-
parency. However, as quoted by one
participant “at the end of the day, oil
market is business. Sensitivity has
therefore to be taken into account.”
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OLADE'S EXECUTIVE SECRETARY IS SPEAKER-
PROFESSOR FOR THE OAS COURSE ON
INTERNATIONAL LAW

\F ik [t

On August 12-13, 2002, Dr. Julio Herrera, Executive Secretary
of OLADE, participated as a speaker-professor for the Course
of International Law that the Organization of American Slales
{OAS) delivers every year.

On this occasion, the course took place on August 5-30,
2002 in Rio de Janeiro with the coordination of the Inter-
American Juridical Committee and the Office of the Assistance
secretary for Legal Affairs of the International Law
Department of the OAS. The subject of the course was
"Matural Resources, Energy, Environment, and International
Law.'

The core subjects of the classes offered by Dr. Julio Herrera
focused on Energy Law, as a branch of law that studies and
regulates the ties between energy activities and man and the
use of energy sources for the benefit of man. After a general
introduction, OLADE's Executive Secretary spoke on the
following topics:

+ Concept of Energy
+ |nitial Classification of Energy
*  Energy Sources

* Energy Reserves

*  Energy Law

 Classification of Law in respect to the Energy Sector

= (rigin of Energy Law

+ Historical Evolution of Energy Law:
centuries

« Contract Schemes for Energy Production

19th and 20th

The OAS Course on International Law provides an opportunity
to promaote the exchange of ideas and generate an open
dialogue on subjects of special interest in the area of
international law. The students, who had all been awarded
fellowships, come from all the member countries of the
Organization of American States. They are a group of young
professionals that wark in areas related to the contents of the
course.

The lectures deliverad by the guest professors during the
four weeks of the course are published in annual volumes that
are disseminated throughout the region.
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Executive Board of OLADE’s Forum of
Supervisory Entities and Regulatory Agencies
for Electric Power Activities promotes

In July and September 2002, the
Executive Board of the Forum of
Supervisory Entities and Regulatory
Agencies for Electric Power Activities
held two meetings for the purpose of
promoting its activities in Latin America
and the Caribbean.

The Forum was established by the XXXI
Meeting of Ministers of OLADE to
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activities

create in Latin America and the
Caribbean, and to consolidate in the
framework of OLADE, a space to
analyze, discuss, and fine-tune existing
regulations in the region's electric
power sector, thus promoting the
exchange of experiences in order to
optimize the work of existing agencies
and support the establishment of

others in the region's countries that
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require them, thus contributing to the
development of the electric power
subsector.

The first of these meetings was held in
Quito, July 2, and was attended by Dr.
Luis  Maria Fernandez-Basualdo,
Chairman of the Forum; Mr. Diego
Pérez-Pallares, First Vice-Chairman;

Mr. J. Paul Morgan, Second Vice-




Chairman; Dr. Oscar Arrieta, Permanent
Secretary for the Forum; and Mr.
Mentor Poveda, representing OLADE's

Permanent Secretariat.

At this meeting, the Executive Board
approved the definitive propasal of the
Forum's bylaws, which will be
submitted 1o the upcoming regular
assembly of its members for their
approval.  The above-mentioned
proposal of hylaws can be found on
OLADE's

home page at

http:/fwww.olade.org.foros

The second meeting of the Forum's
Executive Board took place in Buenos
Aires on September 19, 2002. 1t was
attended by Dr. Luis Maria Ferndndez-

Basualdo, Mr. Diego Pérez-Pallares, Mr.

The Executive Secretary
of OLADE, Dr. Julio
Herrera, welcomes those
invited to the meeting of
the Executive Board of the
Forum of Supervisory

Entities and Regulatory
Agencies for Electric
Power Sector Activities, at
OLADE’s Permanent
Secretariat headquarters
on July 2, 2002.

Latin American Energy Orgenization « QLADE

Participants at the International Congress on the Role of Reguiators in
Institutional Capacily Building of the Electric Power Sector, in whose
framework the Executive Board of the Electric Power Forum held its

meeling in Buenos Aires, on September 18, 2002,

J. Paul Morgan, and the representative
of QLADE's Permanent Secretariat, Mr.
Mentor Poveda. At this second
meeling, the Executive Board decided
that the second reqular meeting of the
Forum's members would take place on
November 4, 2002 in Quito Ecuador,

with the following agenda:

= Round Tables
- Regulatory signals to improve
service quality in Argentina,
with the baseline presentation
by the Association of Electric
Power Regulatory Entities of
Argentina (ADERE).

- Electric power interconnection
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gxperiences in the Andean
Community, with the baseline
presentation by the National
Electrification  Council  of
Ecuador (CONELEG).

- BRegulatory Experiences in
Loss Control, with the baseline
presentation by OLADE,

Discussion and approval of the pro-
posed bylaws of the Forum pre-

pared by the Executive Council

Planning the Forum's future activi-

ties.

Election of new authorities,
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The Executive Board of the

Supervisory Entities and Regulatory

Agencies for Electric Power Activities

met, for the second time in 2002, in

Buenos Aires, on September 19.

Prior to the second meeting of the Farum's Executive Board
in Buenos Aires on September 18, an International Cﬂngre_ss
on the Role of Regulators in Institutional Capacity Building of
the Electric Power Sector, arganized by the Association of

Electric Power Regulatory Entities of Argentina (ADERE) with

OLADE's cooperation, was held. It was attended by more

than 100 participants, and it highlighted the work done by
the Latin American Energy Organization to promaote the
region's electric power development. On occasion of this
gvent, the (rganization was given a commemorative plague,

which reads as follows:

Dr. Luis Maria Ferndndez Basualdo
Chairman

Forum of Supervisory Entities and Regulatory Agencies for

Electric Power Activities
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'On occasion of the International Congress on the Role of Regulators in Institutional
Capacity Building of the Electric Power Sector and the meeting of the Executive Board
of the Forum of Supervisory Entities and Regulatory Agencies for Electric Power
Activities, held on September 18-19, 2002 in the autonomous city of Buenos Aires,

" Republic of Argentina, to express appreciation for its participation and the willingness
of OLADE's officers through its Executive Secretary, Dr. Julio Herrera." e

Ing. Ricardo A. Martinez Leone
Chairman
Association of Electric Power Regulatory Entities
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generation, transmission) under
conditions of uncertainty in
competitive markets

» Hydrothermal
dispatch

 Environmental
protection
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UNITED NATIONS DEVELOPMENT
PROGRAMME AND OLADE SIGN

COOPERATION AGREEMENT

Dr. Aase Smedler, Resident Represen-
tative of the United Nations Develop-
ment Programme {(UNDP) in Ecuador,
and Dr. Julio Herrera, Executive Secre-
tary of OLADE, signed a Cooperation
Agreement between the two interna-
tional institutions on August 26, 2002
in Quito.

The Agreement, in its general consid-
grations, recognizes:

= The strategic character of the ener-
gy sector for the development of
Latin America and the Caribbean.

* The importance of regional integra-
tion as the basis for the availability
of enviranmentally friendly, reliable,
and safe energy.

¢ The role performed by regional
institutions and players in energy
and sustainable development
should be actively interconnected
and cooperation between them
should be fostered.

= The need to promote energy pro-
jects that contribute to sustainable
development in the region.

32

The following objectives were estab-
lished for the UNDP-QLADE Coopera-
tion Agreement:

)

Contribute to building up subre-
gional and regional integration,
stimulating the use of sustainable
energy sources, the development of
energy efficiency programs, and
renewable energy projects, as well
as the harmaonization of regulatory
frameworks, as elements of energy
palicies for the countries of the
region and subregion.

Contribute to building up subre-
gional and regional integration,
stimulating the use of sustainable
energy sources, the development of
energy efficiency programs, and
renewable energy projects, as well
as the harmonization of regulatory
frameworks, as elements of energy
policies for the countries of the
region and subregion.

c. Adopt actions and undertake
studies that facilitate a better
knowledge of environmental
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impacts and PAMA, as well as the
mechanisms used for the mitigation
of environmental impacts in the
region's energy sector. The studies
are aimed at identifying, among
other factors, the real emissions in
the different activities of the energy
seclor.

d) Suggest that energy policies he

f]

developed, ensuring the broad par-
ticipation of public sector institu-
tions in the dialogue with those of
the private sector, highlighting the
environmental factor.

Disseminating the recommenda-
tions of the Warld Energy Assess-
ment (WEA) with emphasis on the
use, development, and implemen-
tation of strategic activities in Latin
America and the Caribbean.

Identify, design, and formulate
projects in the region's countrigs
that are environmentally friendly.
suggesting for the implementation
of the projects the wuse of
instruments envisaged in



multilateral agreements invalving
the environment.

g) Promaote energy sector investment
with social, environmental, and
hiuman contents.

hy Disseminate the resulls of the
projecls that UNDP and OLADE are
developing jointly, especially those
invelving  rural  and  poor
communities.

i} Develop an information system on
renewable sources of energy and
technologies availahle in the world,
aimed at contributing to  the
preservation of the environment and
that can be used by the countries to
find alternatives for this type of
development.

i) Promote events for the purpose of
halding meetings between the
private sector, the public sector, and
nangovernmental organizations of
the  region, as well as
representatives of industrialized
countries  that  favor  the

pafa .
4a democrattd

development of environmentally
friendly projects, taking advantage
of the close collaboration between
DRALC, E7, and the Fund for
Sustainahle Energy Development.

k) Promote the elaboration of
regulatory framewarks that facilitate
and promote subregional and
regional integration and so that they
can be internationally compatible.

I} Promaote the capacity building of
institutional ~ frameworks  in
designing environmental strategies
for the energy sector and their
corresponding application.

m} Build up the technical capacity of
institutions in designing
environmental strategies for the
energy and their corresponding
application.

n) Establish a network of Latin
American and Caribbean experts in
energy and the environment to
promote horizontal cooperation in
the region.
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The United Nations
Representative, Dr.
Aase Smedler, and
OLADE's Executive
Secretary, Dr. Julio
Herrera, during the
signature of the
Cooperation
Agreement belween
the two international
organizations on
August 26, 2002

o} Identify and negotiate the resources
that are needed to undertake studies
and implement projects stemming
from the Agreement and in which
the region's countries show interest.

The United MNations Development
Programme  will
Cooperation  Agreement in  the
framework of the Program on Energy
and Climate Change (PECC), whichisa
regional initiative promoted by UNDP
for the general purpose of promoting
the use of sustainable sources of
energy in Latin America and the
Caribbean, to increase possibilities for
the region's social and economic
development, contributing at the same
time to reducing greenhouse gas
emissions (GHG). Thus it strives to
build up the region's capacity to take
up. and benefit from, climate change
challenges and opportunities.

implement  this
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On Octoher 30-31, 2002, the Latin
American and Caribbean Conference on
Cross-Border Gas Trade fook place in
Santa Cruz de la Sierra, Baolivia.

The event was attended by Ministers
of Energy of the region's countries,
executive officers of international
organizations interested in energy
development, and representatives of
public and private companies involved
in gas trade, as well as delegates from
regulatory entities for this activity and
experts in the subject of the
Conference.

IEA and OLADE have seen Latin
America and the Caribbean emerge as
one of the fastest growing markets for
natural gas, attracting a large amount of
investments in  exploration and
production, gas processing plants,
pipelines, LNG installations, and gas-
fired electric power generation,

Gas resources are abundant in the
region but they are not necessarily
located close to potential markets, In
view of their geographical distribution,
in the majority of cases, cross-horder
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cooperation will be required to ensure
that gas-producing countries will find a
suitable market for their production and
that the countries that wish to develop
a gas market can gain access to
supplies. Natural gas marketing in Latin
America and the Caribbean, as in many
member countries of 1EA, will be
increasingly based on the cross-border
trade of gas by pipeline or LNG.

Conference objectives and scope

The Conference assessed the principal
harriers to the development of cross-
horder gas and LNG projects in Latin
America and the Caribbean and secured
recommendations  about  what
governments, muliilateral agencies,
and other interested parties can do to
avercome these barriers.

The Conference's principal objective
was to bring together representatives of
government in charge of formulating
gas policies, regulators, gas industry
executives, and engrgy experts of the
principal countries of Latin America, as
well as member countries of the [EA,
financial institutions, and multilateral
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organizations  for  the
PUIPOSES:

following

« To present and analyze regional
prospects for cross-border natural
gas and LNG trade in Latin America
and the Caribbean.

» To examine the principal
advantages of a closer cooperation
and integration of gas networks
and policies.

» To evaluate the principal barriers
not only to the development of
cross-horder gas projects but also
to regional gas integration in
general.

*  Topresent and discuss experiences
of other regions that can be appliad
fo countries and projects of Latin
America and the Caribbean.

*  Todraw conclusions about the role
of governments and other
participants to facilitate cross-
horder gas projects and promote
regional gas integration.



b,
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Promote
Capacity
Building

of Clusters in
Andean Energy
Sectors

LAC
E

century with highly promising international economic

prospects if it combined its vast energy advantages with
the unmet enargy demands of Brazil, South America's largest
neighbor, and those of the United States in the northern hemi-
sphere. Indeed, there is more than one way to ensure the suc-
cessful insertion of the subregion onto the infernational stage
through energy trade.

The Andean countries could continue advancing in the 21

Regarding this, the Inter-American Development Bank (IDB),
the Andean Community of Nations (CAN), the Andean Devel-
opment Corporation (CAF), the Economic Commission for
Latin America and the Caribbean (ECLAC), the United Nations
Conference on Trade and Development (UNCTAD), and the
Latin American Energy Organization (OLADE) have been join-
ing efforts to promote the Project for Strategy Formulation and
the Implementation of a Pilot Program for Building up the
Capacity of Andean Energy Clusters.

The Project believes that contributing to the hemisphere's
energy security, especially in North America, does not simply
involve fostering trade ties, but rather establishing a strategic
complementation, from which the Andean countries can look
forward to a strategic counterpart. This could be comprised of
a harizon of price stability, along with investment and technol-
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ogy flows aimed at developing value-
added networks, beyond primary ener-
gy production.

Furthermore, the integration of South
America by combining infrastructure
networks and harmaonizing service
markets will not only considerably
broaden the scale and improve the
efficiency of energy business in the
Andes, but also open up new opportu-
nities for territorial integration and
development for all South Americans,
consolidating the rest of its economic
activities. If the Andean subregian
were to take advantage of the major
above-mentioned opportunities, there
very well might be an inflow of invest-
ments amounting to over US$100 bil-
lion over the next 15 years. But there
is an even greater potential to benefit
from these opportunities, if the gov-
ernments and private sectors of

Bolivia, Colombia, Ecuador, Peru, and
Venezuela decide to act in time to pro-
mote the development of a strong and
competitive energy service business
sector and energy clusters in the
Andes. This may be the best opportu-
nity for the subregion to multiply and
oplimize the impacts of coming
investments for its own development.

The Project has proposed the prepara-
tion of a second strateqic report for
the Heads of State of the Andean
countries, specifying very concretely
the best way to take advantage of
these opportunities, in follow-up to the
first report submitted by the ahove-
mentioned organizations in the frame-
work of the Summit of the Presidents
of South America, held in Guayaguil in
July 2002 and in compliance with the
mandate received from the Andean

At the meeting for coordinating the Project for the Formulation of Strategies and the Implementation of a Pilot Program for
Capacity Building of Andean Energy Clusters, held in OLADE's Permanent Secretariat on September 3, 2002, from left to
right: Dr. Humberto Campodonico, ECLAC representative; Dr. Maria Esperanza Dangond, CAMN representative; Mr.
Johnny Hernandez, OLADE officer; and Ambassador Werner Corrales. UNCTAD representative
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Presidents meeting in Santa Gruz de la
Sierra in January 2002

The project goes beyond strategic
planning and proposes the immediate
implementation of an activities aimed
at building up the capacity of national
Energy Clusters, as well as their inte-
gration through hbusiness alliances
between Andean companies and
between these companies and
transnational  corporations,  to
strengthen the subregion's leading
companies. This is to ensure the
involvement of companies that have a
continental and global scope and that
are capable of successtully competing
on the markets for services, capital
goods and inputs required by energy
seciors.

This initiative proposes concrete work,
rather than studies of clusters and
chains, and action to consolidate them
and carry them over onto the interna-
lional stage. One action would involve
the leading role of Andean private sec-
tars, whereas governments, develop-
ment banks, and specialized interna-
tional organizations would act as facil-
itators for this business development.

Projeci Objectives

The three fundamental objectives of
the Project have been defined so that
its results can be truly and immediate-
Iy useful in terms of strategy and so
that they can contribute to generating
short-term impacts. These objectives
are:

* Developing strategic options con-
cretely, so that they can be submit-
ted to the consideration of the
Presidents of the Andean countries

in the final report, for which pur-
pose the studies have to be more
in-depth and the dimensions of the
gconomic opportunities that are
being forecast should be specified.

+ Promaoting policy dialogues with
relevant players of the subregion
on strategic options to sustain the
recommendations to be brought
hefore the Presidents.

« Implement a pilot program aimed
at consolidating Energy Clusters in
the five countries, so as to start
showing the positive impacts of
competitiveness in the shart term.

It is evident that the objectives are
pursuing a participatory definition of
the strategies and the generation of
tangible achievements for business
economy of the Andean countries.

Project Compaonents

Two lines of action are being proposad
for immediate implementation, giving
rise to the two components of the Pro-
ject. The first consists of the imple-
mentation of studies and the prepara-
tion and presentation of the strategic
report to the Presidents, in its final
version, in a lapse of time no more
than nine months {end of June 2003).
The second is the implementation of a
pilot program for building up the
capacity of Energy Clusters in the five
countries and for promoting the
alliances of Andean firms, as well as
these firms with global companies, in
a subregional cluster.
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“The project goes beyond

strategic planning and
proposes the immediate
implementation of an
activilies anmed at
building wp the capacity
of national Energy
Clusters, as well as their
integration through
business alliances
between Andean
companies and between
these companies and
transnational
corporations, to
strengthen the

subregion's leading

companies -




EFFICIENT LIGHTING
FOR THE ANDEAN

COMMUNITY

The Latin - American Energy  The Seminar was essentially aimed  manufacturers of lamps, designers

Organization (OLADE) and the at  disseminating  up-to-date  and  manufacturers of lighting

information on the efficient use of

Lighting Research Center of the systems, as well as consultants and

' , : lighting in the countries of the Andean _
Rensselagr Polytechnic Institute in experts from the Andean countries.

Community of Nations.
Troy, New York, held a Seminar on

Efficient Lighting in the Andean The initial part of the Seminar focused

The event was attended by 535
Community in Quito, Ecuador on representatives from Ministries of 0N the analysis and discussion of

October 3-4, 2002. Energy, electric power ufilities,  policies applied in the countries of the

Farticipants at the
Seminar on Efficient
Lighting in the Andean
Community, October 3-

4, 2002
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The main objective of
the Seminar held in
Quito on October 3-4,
2002, was to
disseminate up-to-date
imformation on the
efficient use of Lighting
in the countries of the
Andean Community of
Nations

Andean Community and the United
otates to promote efficient lighting.

The second part focused on the
presentation  of new lighting
technologies that are available on the
world market and those that are being

develaped at present.

Finally, the participants analyzed the
huran factor considerations to be
taken into account as part of the
design of lighting and the
experimental results obtained fram
the research that is being developed
by the Lighting Research Center

(LRC).

The LRG is a research center focusing
on lighting and which is aimed at
pramoting the efficient use of light
for the benefit of society and the

Latin American Energy Organization = OLADE

environment. Located in Troy, New
York, the Center is part of the School
of Architecture of Rensselaer
Polytechnic Institute, the oldest
polytechnic institute of the United

States.

The participants indicated that the
informatian presented during the
Seminar was highly useful for their
work and will no doubt contribute to
improve their daily work. They also
requasted that this type of event he
offered more frequently and, to the
extent possible, in other countries and
subregions of Latin America and the
Caribbean. Therefore, the Lighting
Research Center and OLADE will be
analyzing the possibility of continuing
their cooperation activities in order
to meet these requirements.

Alongside the Seminar, there was a fair-exhibifion of efficient lighting products
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Legs

@;hde

3l information system in energy and environment

Sleal

The Legal Information System in Energy is a unigue reference tool for consultation, flecisio
drafting of legislative proposals, and comparative studies, available to both the regigna
updated to 2001,

aking,
regional energy community. At present, the Andean module is available to the publi

d the extra-
information

http://www.olade.org.ec/sieal
The Legal Infermation System in Energy (SIEAL) is based on the legal inventory of
the CLADE-University of Calgary-CIDA Project, which classifies information by
specific environmental law categories,

The subsectors being considered are
hydrocarbons and electricily. The classification includes:
- General inslitutional framework:

It provides information on the distribution of
jurisdiction regarding: 1) energy, i) natural resources, i) the environment; iv) the
objectives of state policy regarding energy seclor and environmental activities; and
iv) ratified international norms.

Institutional framewark by subsector: |t reporis on 1) the nature of activities, i)

resource ownership, iii) governing institution, and iv) nature of players.
- Economic instruments (includes only those provisions with environmental objectives):
! reports on i) user fees; i) subsidies and cost structure; i) financial informaticn
i 58
o 4
LNIVERSITY O
ALGARY

A

requirernents; iv) poliution fees; v) investment conditions, vi) taxes; vii) financial
guarantees; viil) emission swaps; both in general and by subsector.

General environmental framework: It refers to the enviranmeantal legislation framework
applicable to any sector or activity in the planning and development phases
(includes use and abandonment). It contains information an environmental licenses,
ElA, protection of natural and cultural heritage, territorial ordering, servitude and

expropriation, social variables and waste, access to information, public participation,
access to justice, noncompliance and liability, alternative dispute resolution, ete.

previous anes.

Envircnimantal framework by subsector; It contains specific information for each
subsector that is identified, classified into the same phases and categories as the

A

article),

The information contained in the system summarizes the provisions that are relevant
for each itern with the respective specific legal reference (statute and number of

Subscriptions: Access to the database will only be by subscription. At first, for a
limited pericd, it will be available to the public at large for consultation.

Maintenance. The system will be updated on an ongoing basis thanks to the joint
efforts of OLADE, the University of Calgary, and the participating countries.

Language: The infarmation in the program will be available in Spanish and English,
prefarably,

For further information, please contact the following e-mail address:

sieal@olade.org.ec
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Opinion and
lebate

Executive Secretary
OLADE

Dear Mr. Secretary:

Please find below remarks on the interesting article,
"Hydropower Opportunities in Latin America and the
Caribbean® that was published in issue No. 2, April-
June 2002, of OLADE's Energy Magazine.

The article highlights the major potential of
hydropower supply in the region (22.7% of world
total) and the small share of this potential that has
been tapped, as its use in our countries amounts to
only 20.8% of the total potential.

The Andean Community of Nations offers an even
maore serious case of concern, as it accounts for
44.9% of regional supply although it does not use it
adequately.

The article asserts that there are high expectations of
growth for hydropower production, but they are been
adversely affected by the fact that private-sector

investors have little interest in pursuing this potential,
because private-sector projects require returns in the
shortest time possible, not over a 30-year period,
which is what is estimated for recovering investments
in this sector.

| ask myself and would like to ask the readers of
OLADE's Energy Magazine interested in the matter
the following question: What role are international
financing institutions dedicated to promoting the
develapment in our countries playing in this regard?
What about the role of international banks?

A new impetus given to the use of hydropower
resources wauld enable us to use a large part of our
countries’ foreign currency earnings to do urgent
social work in the region's countries.

Cordially,
Jorge Mufioz-Arroba

Fifth year student in civil engineering
Quito, Ecuador

Dear Mr. Executive Secretary: specialist in Energy Resource Management. |
work in the company Fertilizantes Colombianos
I am pleased to send you my most cordial S.A. in Barrancabermeja, Santander, Colombia.

greetings and congratulate you on this
magnificent Energy Magazine, which is no doubt
providing the best of the energy sector.

| am interested in receiving the Magazine. My Gordially,
name is DARIO THORBRENS-GOMEZ. | am en

| look forward 1o positive managerial activities.

electromechanical engineer and candidate to be a DARIO THORRENS GOMEZ
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BRAZIL

Extension of gas pipeline

PETROBRAS announced plans for expanding Brazil's gas pipeline network by 25%, that is, by about 5,900 km of
new pipelines. The projects involve a cost of US$1.8 hillion and will serve to continue fostering growth of the natural
gas market, whose share in the country's energy matrix will be rising from 3% to 10% up to 2005.

ECUADOR
PETROECUADOR would like fo secure investments for oil and gas projects

PETROECUADOR has opened up to the private sector seven projects, which require resources amounting to
US54882 million. The projects will be built using a scheme involving investment, operation, and then transfer to
the State, share agreements, or service delivery contracts in the case of operational partnerships for the development
of the fields. The projects requiring private-sector investment are:

» |shpingo - Tambococha — Tiputini

» High-conversion refineries

= Ninth round of bidding processes for the exploration and production of six oil and gas blocks

»  (perational partnerships for the development of the fields

= Construction of the multipurpose pipeline Cuenca-Guayaauil-Machala

+ PG storage

»  Automation of multipurpose pipelines and terminals

GUATEMALA - MEXICO
Building of a cross-border pipeline is being planned

Guatemala and Mexico have agreed to build, in 2004, a gas pipeline connecting the cities of Escuintla in Guatemala
to Ciudad Pemex in southern Mexico. The gas pipeline will extend over 558.5 km and an investment of US$450
million will be required to build it. It will follow the same route as the oil pipeline in the Guatemalan region of Petén
and will become part of the network of gas pipelines of Central America that will extend to Honduras and El Salvador
and eventually to Nicaragua and Costa Rica.
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GUYANA

Hydropower project

The process for building the hydropower project of Amalia Falls, the largest in Guyana, has started up. 1t will
contribute considerably to reducing the country's dependence on fossil fuels. The projecl’'s estimated cost is
US%$312 million, which will be financed by private-sector institutions. The project envisages the building of a
reservoir comprised of two dams and 296 km of transmission lines, which will be connected with the national power
gird. It is expected to start operating in December 2005.

-l

MEXICO
Investments amounting to US$5 billion are required

The Energy Secretary of Mexico, Mr. Ernesto Martens, asserted that US$5 billion per year of private-sector
investments are needed for a 10-year period to develop the power sector, and the State is unable to provide for
this amount. To facilitate this investment, an amendment to the law is being submitted to Congress to enable private-
sector generators to sell energy to large consumers, that is, those whose needs amount to over 2,500
megawatt-hours per year, which would mean about 4,500 potential customers.

PEMEX Investments

Petroleos Mexicanos (PEMEX) is planning to invest US$800 million in a new petrochemical complex in the state of
Veracruz, with a capacity of 1.2 million metric tons per year of ethylene. Building will start in 2005,

NIGARAGUA
It will start up offshore exploration activities

The Nicaraguan government has announced that it is authorizing four U.5. companies to participate in the bidding
process for oil exploration in Nicaragua. Exploration activities will begin after both Pacific and Caribbean offshore
fields are identified, in an area comprising 150,000 square kilometers. It has attracted the interest of foreign
investors, who have taken into consideration the security provided by prevailing legislation.

b,

TRINIDAD AND TOBAGOD

PETROTRIN is looking for the support of private enterprise

The state company PETROTRIN is offering six blocks for joint operations to local and foreign companies. It also
intends to draw up five agreements for aperation, wherehy a series of inactive wells would be transferred to the
private sector for recovery activities. PETROTRIN needs more local crude oil to meet its refinery capacity and not
depend on oil imports.
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The Energy Magazine, in full color with a print run
of 5,000, is issued quarterly in Spanish and
English.

It is distributed throughout Latin America, the
~ Caribbean, North America, and Europe to
. executives of public and private energy sectors,

financiers, industrialists, consultants, and
technlcul experts involved in the region's

Visit us on
Internet: ize Coiar E—,wamm |
| |£3$24.E::|.
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