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President's Message 

Fereidun Fesharaki 

The President's 
inaugural mes,agc 
reflect, his vi:;ion of 
the organization and 

where it may go over 
the coming years. The 
message can also 
serve as a reminder of 
both our strengths and 
weaJ..ne,se, and ho" 
we may improve our 
as,ociation. 

Today. tile IAEE is 
recognized worldwide a, an impo11ant organization 
of professionals in the energy area - from all walks of 
life and from many countries. We have over 3.000 
members and if we add the members of our affiliates. 
who are not members of the international organiza­
tion, we can count several thou~and additional 
members. The fall of the Soviet Union and the 
Communist governmems in Eas1ern Europe has 

given us nearly a dozen new or po1ential affiliate 
members. Our colleague~ in Eas1ern Europe and the 

fonner Sovie! republics are facing a lUrbulent time 
and oflen have difficulty wi1h foreign exchange for 

payment of their due~. I am committed 10 nu11uring 
and cullivating our membership in this pa11 of 1he 
world and will 1101 let temporary hardships affect 
1hcir sincere effo11s to remain loyal melllbers of 
IAEE. 

We have also begun a strong drive 10 build new 
affiliates in the Middle East. Our European 
membership has grown and today cons1i1ures more 
than 50% of the international membership. After a 
decade of negotiations. our new affilia1es in China 
and Singapore are about to be officially conslituted. 

Our onh American membership remains strong, 
with Lhe United States a~ the largest single affiliate. 
I would like to re-emphasize Ulf Hansen's target of 
4.000 members and will strive to raise our member­
ship - while ensuring our existing membership is 
retained. 

I have been fonunate to inherit an association in 
relatively good shape. Financially, the association 

is doing reasonably well. though additional fund­
raising will be extremely desirable. The Energy 
.lounw/ i~ recognized a~ a premier scholarly 
journal and the Ne1rsle11er ha, improved signili­
cantly. For those who have seen the Energy 
Joumal as too academic. the special issue~ on 
topical subjects have been a welcome addition. Not 
only have the special issues added 10 the substance 
of the energy debate. but they have also been 
financially anrac1ive. 

I am coI11mit1ed 10 improving cOmI11unica1ion 

among our melllbers and would like 10 encourage 
more energy industry involvement in the IAEE. 

After all. energy analy,ts must be able lo ~ee both 
the theoretical and practical aspects of our 
business. I would work 10 increase the frequency 
of the publication or our Ne11•lle11er to help our 
members keep abreast. of our network and our 
ac1ivitics around the globe. 

Finally. I look forward to meeting many of you 
around 1he world and hope 10 hear your comments 
and ~uggc~1io11,. I am looking fo1ward 10 working 
with you and wish you the best for 1993. 

Fereid1111 Feslwraki 
President 

Remember! 

The AGM will be held on 29 July at 15.00 

during the Bali International Conference. 

From the editor. 

Please note our new address. telephone and fax 
numbers on page 8 of this Newsleuer. We have 
finally seuled into our new offices and have 
become aware that we are not receiving comribu­
tions for the Newsleuer from al I our usual corre­

spondems. The success of the Newslerrer depends 
on up-to-date infomiation about ac1ivi1ies being 
passed on to the membership worldwide. 
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North American Conference 
11-13 October 1993 

The 15th annual onh American Conference gets underway in 
Seaule. Washington. this autumn. The Pacific orthwest (some­
times called EcotopiaJ is an ideal seuing for discussions about 
energy and the environment. Slated for presentation~ are a ho~t or 
industry, government and academic experts on energy conserva­
tion. environmental balance. taxation. forecasting. planning and 
emerging Iechnologies. 

Panicipants can expect a strenuou, debate on the effectivene,, 
of energy conservation programmes and other energy issues. Lee 
Schipper. Daniel Kahzoom and other well-known mialysts will 
lead a series of sessions focu~ed on energy con~ervation in the 
1990s. Arion Tussing. a resident of Seaule. has prombed 10 

challenge. once again. the 'conventional wisdom' about energy 
markets. 

A plenary se~sion moderated by Bill Johnson on energy 
taxa1ion will include Heather Ross from the 1ational Economic 
Council and Phil Verleger from the lni,titute for lntcmational 
Economics. Will President Clinton's energy tax ,urvive Congress 
intact and will it set a precedent for other countrie~'? Only these 
panellist~ know for sure. 

Don't miss a stimulating conference on energy and the environ­
ment. Submit your abstracts and papers 10: 

Sam Van Vactor and Bill Kemp 
Prognumne Co-Chairmen 

IAEE North American Conference 
1101 Fourteenth SI. NW. Suite 11()() 

Washington. DC 20005-5601 
Fax: (202) 371 1090 

IPGC'93 
lnterAmetican Petroleum and Gas 

Conference 

Building on the succes, of the 1991 Inter American Petroleum and 
Gas Conference (IPGC) held in Hou~ton. the East-West Center 
has announced a new conference. IPGC '93. which is scheduled 
for 27-28 September 1993 al the Fainnont Hotel in Dallas. lPGC 
'93 will focus on the transition to a more market-oriented business 
climate in the western hemisphere hydrocarbons sector and will 
explore rhe increased scope for expanding business opponunities 
for US companies in the oil. gas. petrochemicals and petroleum­
related industrie,. Major sponsor~ and supporting organizations 
include USDOE. OLADE. ARPEL and lAEE. 

A special discou111 is offered to all IAEE members on the 
registration fee. Registration materials were mailed in April 1993 
to curre111 JAEE members in lhc USA and Canada and to the Latin 
American affiliaics. For more information, plea!>c contact: 

Dr. Kennon Breazedale 
IPGC '93 Coordinator 
Program on Resource~ 

East-West Cemer 
1777 East-Wes1 Road 

Honolulu. Hawaii 96848 
Tel: (808) 944 7541. Fax.· (808) 944 7559 

European Foundation for Cooperation in 
Energy Economics 

The EFCEE wa, fom1crly instituted. in early December. hy the 
representatives of the European affiliates during their. by now. 
traditional London meeting: drafl statemelll~ were approved 
and an Executive Comminee and Executive Secretary were 
elected. All European aftiliates decided to join the EFCEE. 
thereby commitling 1hem,elves to an annual contribution of I 
ECU for members. 

The representative~ of the European affiliate, constitute the 
General As~embly of thi, new organization which is estab­
li,hed in Belgium as an international non-profit organization. 
Daily management is delegated to the Executive Commitlee 
which, for a first. three-year period. consists of Claude 
Bcmardet (France): Edgardo Curcio (Italy): Ulf Hansen 
(Gennany): Vidmantas Jankauskas (Lithuania): Tony Scanlan 
(UK) and J0rgen S011dergaard (Denmark). Kurt Lekas (Sweden) 
panicipates in his capacity as Vice Preside111 for l111e111ational 
Affairs of the IAEE. Peter Vander Meiren (Benelux) serves a~ 
Executive Secretary. 

Funds have been obtained from the European Commission 
(DG XVII) and the private ~ector will also be approached for a 
11nancial contribution. 

The EFCEE will be operational in May 1993 and, at the 
Dusseldorf meeting on 5 June. the Executive Commillce will 
set up guidelines for action during the second ~emester of this 
year, which will be discussed by representative~ of the Euro­
pean affiliate, who will also meet on 5 June at the invitation of 

our Gennan colleagues. 
It is now the responsibility of the national affiliates to 

present projects which might be panially funded by the 
EFCEE. One of the rules already adopted is that invitations are 
to be taken by national afliliates who will be responsible for the 
organization and funding of meetings. seminars. t.:tc. 

Further infonnation may be obtained from members of the 
Executive Commit1ee (for addresses plea c consult your latest 
IAEE Directory) or from P. Vander Mcircn. fr/: and Fax: 32-
15-204857. Address: Electriciteitsstrmu 35. Ap 1105. 
Mcchelen. B 2800. Belgium. 

P. \ ander Meiren 

Be11e/11x Association for Energy £cono111ics 

RECs move into telecoms 

Two UK electricity comp:mies have been granted nation­
wide telecommunications licences by Technology Minister. 
Edward Leigh. 

Energis. a subsidiary of the National Grid Company. and 
Scouish Hydro-Electric pie both plan to make use of their 
existing electricity pylons to install new fibre optic telecoms 
networks. 

Both companie. have installed electricity infrastrncture 
which will enable them to roll out networks much faster than 
would otherwise be the case. The lirst beneliciaries of the 
,ervices will uncloubtably be businesses but the minister felt 
that all telecummunications users would ultimately benefit 
from having more operators in the trunk encl of the market to 
help bring down long-distance transmission price~. Energis 
also plans to launch a countrywide easy acces~ residential 
telephone service in spring next year. 
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Special issue of The Energy Journal 
Volume 14, Number 3 

This Special Issue of The Energy .loumal on onh American 
Energy After Free Trade (Canada. Mexico. USA). edi1ed by 
Campbell Walkins and Leonard Wavem1an. will be published in 
Sep1ember and is sponsored by The Fraser lm,litute: it will 

contain the following papers: 

No11h American and World Oil Marke1s Phil Verlegcr (JIE) 
Oil lndus1ry Developmc111 and Trade Liberaliza1ion in 1he Western 

Hemisphere Stephen Randall (Calgary) 
TI1e Mexican Petrochemicals Sccior in the NAFTA ego11a11011s 

Georgina Kessel and C.S. Kim (ITAM, Mexico) 
onh American a1ural Ga~ Markets Andre Plourde (Ottawa) 

North American Free Trade: Another Challenge 10 Coal 
Dick Gurdon (Penn State) 

US Markets in Real Elec1ric etworks Require Reactive Prices 
William Hogan (Harvard) 

Intra onh America Energy Trade 
C. Watkins and Len Waverman (Toronto) 

Mexico's Economic Refonn: Energy and the Constitution 
Luis Rubio (Cll)AC, Mexico) 

The Environmental Effects of NAFTA 
Robert Kaufman and Peter Pauly (Project Link. Toronto) 

The Impact of Natural Ga., Imports on Air Pollu1an1 Emissions in 
Mexico Alberto Bustani (ITESM. Mexico) 
The Economics or mural Gas in Mexico - Revisited 

Michelle Michot Foss (University of Houston) 
William Johnson (Jofree Corporation, Houston) 
Francisco Garcia Hernandez (ITESM, Mexico) 

New head for RIIA Energy and 
Environment Programme 

The Royal Institute of International Affairs has appointed Dr 
Michael Grnbh 10 be Head of it~ influemial Energy and Environ­
menial Programme. The Programme is known for wide-ranging 

research work on energy policy issues. spanning energy securi1y. 
regulation and the impac1 of environmental pressures on business. 

Dr Grubb. aged 33. was previously a Senior Research Fellow at 1he 
Programme best known for his publications on the policy implica­

tions and economics of global wam1ing. and on the impact or 
emerging energy technologies. 

Dr Grnbb's promotion coincided with the release of three 
publications 011 the environmental side of 1he Programme's work: a 
book analysing the outcome of the Rio 'Earth Summit': a swdy of 
'Environmental Profiles in European 13u,ine~~·: and a rcpon on the 
evolution of EC Clima1e Policy. 

Dr Grubb is. however, keen 10 emphasise 1ha1 the Programme 
would maintain a broad base of energy research. 171e Prcviou~ 
Head of Programme. Jonathan Siem. remain, with 1he Programme 
as an Associate Fellow. and will spearhead the Programme·~ wor~ 
on gas and post-Soviet energy issues. Other projects in progrcs~ 
include work on market structures in oil and elcc1r1ci1y. and on the 
prospects for coal. and rencwahlc energy. in Europe. Funher 
infom1ation can be obtained from 1he Programme Administrator. 

Mallhew Tickle. Chatham House. IO St James·, Square. London 
SWIY 4LE. Tel: 071 957 571 I: Fa.r: 071 957 5710. 

UK energy policy 
Hitormyt:h? 

La~I autumn's pit closure dispute forced the UK government to 
produce a White Paper on energy policy. This document 
disappoin1ed many people hoping for a more active energy 
policy. It contained a ,eries of short-tenn measures which rew 

believe gave much hope for 1he British coal industry's long-tenn 
future. nor docs it offer a clear policy framework upon which 

marJ...ct forces could be harnessed. However. energy policy i~ not 
an issue that will go away. even if subsidies and redundancy 
payments do paper over the immediate cracks in the UK's coal 
policy. The government's Nuclear Power Review has been 
brought forward to this year: a process guaranteed to provoke 
more controversy and the public is now awaiting answers from 
the Onice or Electricity Regulation (OFFER) to many unan­
;,wered question, on the strucLUrc or the electricity supply 
industry. 

/\ new repo11 wri11en by member, of the Science Policy 
Re~earch Unit ai the Universi1y of Sus~ex concludes that the pit 

closures di,putc ha\ demonstrated the need for a more active 
energy policy than the s1ra1egy of leaving energy IO market 

forces that 1he government has espoused. The key clements of 
such a policy should include: care of the environment: natural 
resource management: dampening or the effects of market 
lluclliation~: allowing all energy ~ource~ the opponunity 10 
compete on their merits: and ensuring a diversified and secure 
energy ,upply mix. 

In greater detail. the repon analyses: what rhe historic basis 
for energy policy in the UK was and how changes in it led to the 
curre111 dispute: whai is mea111 by security of supply and what 

the dangers or ahandoning a British coal industry and depicting 
onh Sea ga, might be: how the growing influence of interna­

tional bodie~ ~uch as the European Community and the GATI 
res1ric1, the UK', scope 10 act autonomously in this area: and 

how 1he UK's <.:ommitments on environmental protection now 
stand. From this, the authori, examine various solutions to the 
prcsc111 problem~. including the physical means by which a 
larger coal burn might be accommodated and strucwral and 
regulatory changes to the electricity supply industry. They 
conclude by exploring what the elements of an energy policy 
appropriate for the 1990s might be. 

Energy Policy: A11 Agenda ji1r the /990.1, the Publication~ 
Office. Science Policy Research Unit, Universi1y of Sussex. 

Brigh1011 BN I 9RF. UK: Tel: 0273 686758: Fax: 0273 685865. 
£20 S1crling. 

Understanding Agenda 21 

The Ccnrre for Our Common Future ha~ published .1 pl.1in 
language guide 10 Agenda 21. The book does 1101 offer view­
points, nor does i1 a11emp1 10 analyse Agenda 2 l's 1echnically 

complicated language or comment on its strengths and weak­
ne,,es: it~ 72 page, arc 1101 intimidating but adequately explain. 
in simple terms. the final. voluminous 500-page document. 

Plain Language \ 'ersio11 of Agenda 21 by Michael Keating. 
Co111ac1: Ellen Pcrmato. Centre for Our Common Future. 
Information Director. Palais Wilson. 52 Rue des Pfiqub. CH-
1201 Switzerland. Tel: (41 22) 732 7117; Fax: 738 5046. 
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IAEE 17th Annual International Conference 
Stavanger- Norway 

25-27 May 1994 

The JAEE has ~elcc1ed Stavanger. orway as 1he venue for their 
17th Annual lmemmional Energy Conference which is arranged 
in close cooperation with the 14th World Petroleum Congre,s. IO 

be held in Stavanger. 19 May 10 I June 1994. The Norwegian 
Association for Energy Economics (IAEE Norway) will be the 
host for 1he conference. Energy Markets in Transition i~ chosen 
as 1hc general conference theme. The conference will have three 
plenary scssion5 and a ~cries of concurrent ,es~ion,. The nr~1 
plenary session will 1e111atively cover global trends and dcvclop-

111cn1~ in energy markets. u,ing the oil marl,.e1 as a reference, and 
with special emphasis on 1he i111erna1ionali?U1ion and i111egrn1ion 

of energy markets. The second and third plenary ~essions will 
te111arively conccn1rme on developments in the electricity and 
gas markets respectively. with special emphasis on trends in 
market orientation. Within this frameworl,.. the Programme 
Commiuce is also investigating including a discussion of 
upstream investme111 condition5 worldwide. 

Odd Hassel 

Odd Anker Hassel. Director. 
Cambridge Er-:".rgy Research 
As~ociates (CERA). is General 
Conference Chaimrnn for the 

Conference. Odd H;b~el is an 
authority on energy economic~. oil 
movements and Lhe lanker industry. 

with broad experience in ~1ra1egic 
planning. infom1a1ion system~ and 
oil and coal markets. He ha, been 
Chainnan or the orwegian 
Association for Energy Economic~ 
( IAEE Norway) and is a member of 
IAEE's Council. Jean Masscron. 
IFP. France. IAEE President Elect 

for 199-1. is co-chainnan for the Conference. 

Jean Masseron Einar Hope 

Einar Hope. Presidem. Foundation for Research in Economic~ 
and Business Adminis1ra1ion. Bergen. Norway is Chai1111an for 1he 
Programme Commi1tee. Dr Hope. with a PhD from 1he Norwegian 
School of Economics and Business Administration (NSEBA ). b 
also a Professor of Economics m NS EBA. He h;L~ broad experi­
ence in 1hc field of energy and industrial economics. 

Einar Ri~a. Vice President. S1a1oil. 
Norway. i, Chaim1an of the Organiz­

ing Commillce. Mr Rba. with a 
Master's degree from 1he University 
or Wisconsin. has broad experience in 
the oil and ga~ indu.,try. He ha~ also 
been Deputy Minister for o,wegian 
Aid al the orwegian Ministry of 
Foreign Affair~. 

Stavanger. the centre for orwegian 
No11h Sea oil and ga~ activities. is an 

i111i111a1e city 1ha1 \pices both business 
and pleasure with an inrcmaiional Einar Risan 

llavour. Cultural life llourishes, while the city holds a strong 
po~i1ion in the oil ~ector. The~e factor~ have i111erac:1ed to produce 
an exciting blend of provincial town and s1imula1ing muhina1ional 
activity. A, a visitor LO Stavanger. the conference delegate will be 
greeted with a ~crvice which is at once personal and professional. 

The conference will take place at the Atlantic Hotel. situated al 
Breiavatne1. at the heart of Stavanger. 1wo minutes \1,alk from 'Old 

Stavanger', the fish market and the shopping district. Reso Atlantic 
Hotel i~ one of the beuer hotels in Scandinavia, with 350 rooms 
furnished 10 a high international standard. The hotel offers a large 
and varied choice of restaurants, and their professionally Jlexible 

conference facili1ie~ will be ~pec;ially tailored to suit 1he needs of 
IAEE'~ 17th Annual l111erna1ional Conference. 

ATLANTIC HOTEL 
STAVANGER 

For further infonnation please comact: 
IAEE Norway. P.o.b. 72. N-1321 S1abekk. Norway. Tel: +47 67 53 
10 34: Fax: +47 67 53 43 08 

14th World Petroleum Congress 

The eight plenary speakers at the 14th World Petroleum Congress 
will be as follows: 

Mrs Gro Brunchland (Prime Minister. Norway) 
HE Dr Subro10 (Secretary General. OPEC) 

Sir Peter Holmes (Chai1111an of 1he Commiuee of Managing Direc­
tor;. Shell) 

Mr Helmut Werner (Deputy Chairman. Board of Manager~. 

Mercedes-Benz) 
Mr Lev D. Churilov (Preside111. Rosnef1egas Corp. Moscow) 

Mr Dino Nicandros (President and Chief Exec. Conoco. USA) 
Mr Serge Tehuruk (Chaim1an and CEO. Total. France) 

Mr Masamo10 Yashiro (Executive Vice Presidcnl. Ci1icorp/Ci1ibank. 
NA. Japan) 
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Fossilized? 

Greenpeace has published a major global energy and climate 
study. "Fossil Fuels in a Changing Climme'. carried out over an 
18-momh period and based on analyses by 1he Stockholm 
Environment Institute - Boston (SEI-B) and other technical 
expens. Despilc using co11ve111ional as~umptions for economic 

and population growth. which Greenpeace doc, not support. the 
study concludes thHI i1 is 1echnically and economically feasible 10 
halve currenl global fossil fuel use within 40 years. The use of oil 
and other fossil fuels could be entirely phased out over 1he next 
century and nuclear power phased out by 2010. 

The Greenpeace study is. perhaps. unique in selling tough 
ecological targets for saving the climate from severe damage. and 
then demonstrating how it is possible 10 reach these targets by 
trnnsfom1ing the current energy system. The ~tudy attempts to 
show that the world can do without fossil fuels and nuclear power. 
that the technical options are already available. and that such a 
transition would 1101 bankrupt economics. 

Whether or not you agree with the conclusions. 1he report is 
both challenging and thought provoking. 

The Fossil Fuels in a Changing Cli111are study is nvailable 
from the Climate Campaign. Greenpeace lmemational. 
Keizersgracht 176. IO I 6 DW Amsterdam. Netherlands. Price S 10 

including postage. 
The Full technical report - Tnwards a Fossil Free Energy 

Fuwre: The Ne.rt Energy Transitio11 - is available from the same 
address priced $75, or SI 25 with full technical appendices ( for 

businesses) and $40 and S70 respectively ror non-profit environ­
mental and other 1GOs. 

Money for old smoke! 

The Europeans Community's commendable i111emational leader­
ship at 1he UNCED conference in Brazil of last year is in clanger 
of being lost. Whereas the US administration has adopted the EC 
proposal to freeze cm·bon dioxide emis ions at 1990 levels by the 
wm of 1he century. the Commu11i1y•~ own action plan is languish­

ing. Faced with widespread recession and unemployment. 
governments are groping for ways or ham1oniszing economic and 
environmental goals. 

Official estimates indicate that the recently proposed EC 
energy/carbon tax would eliminate only a portion of the projected 
1990-2000 growth in Western Europe·s emi,sions. Variou, 
constituencies are concerned Lhat much higher energy taxe~ will 
have to be impo eel LO achieve a freezing of emissions. EC 
govemmen1s. meanwhile. wam to avoid placing competitiveness 
burdens on their industries. 

ls there a way out of this dilemma? A new and provocative 
study by IPSEP on the economics of greenhou,e prevemion 
suggests rhat the currem policy proposals that rely mainly on 
energy taxes are out of balance: there are much cheaper options 

than high energy or cm-bon taxes for reducing carbon emi~sion, 
effectively. According to 1hc IPSEP study. an ahernative ap­
proach can reduce carbon emissions. save a na1ion money and 

boost economic competitiveness. This least-cost policy approach 
would emphasise strong programmes to correct a variety of 
mm·ket barriers 10 the efliciem use of energy. complememed by 
modest energy taxes and targeted recycling of tax revenues into 
investments. The IPSEP report compares 12 key studies from the 

USA. Canada and Europe that represent the two modelling 
approache~ and schools or thinking on this importanl issue. It 
covers the full range of economic issues related 10 carbon 

reductions. ranging from impacts on the i111ernational price of 
oil. trade effec1s. industrial migra1ion. 1echnological competition 

and prospects for Third World panicipation in a global climate 
stabiliza1ion campaign. 

C1111i11g Carbon £missio11s: Burden or Benefit? The Econom­

ics of £11ergy-Ta.r a11d Non-Price Policies. International Project 
for Sustainable Energy Paths. 7627 Leviston Ave. El Cerrito. 
California 94530. USA. Tel:/Fax: (510) 525 4446. 

Call for papers 
Models of sustainable development 

Exclusive or complementary approaches of 
sustainability? 

International symposium organized by the Centre 
Economie Espace Environment of Paris I Pantheon 

Sorbonne Universrty (URA CNRS 919 METIS) 
16-19 March 1994, Paris 

The aim of the symposium is 10 clarify the relationship between 
1he different sustainable development models ,U1cl approaches 
concerning the links between the natural environmem and 
economic activitie~ which should be viewed as complementary 
rather than exclusive. 

The symposium will include invited papers by noted academ­
ic~ and parallel sessions or presentalions on a variety of diffcren1 

!hemes. Symposium languages will be French and English with 
simultaneous lranslation for plenary sessions. 

Papers are solicited on the following areas of research: 
I. Growth modeb and general equilibrium models of sustain­
able developmem 
2. Ecological-economics and systems dynamics models of 
sustainable development. 
3. Neo-Austrian, Institutionalist. Schumpeterian ,U1d Evolu1ion­
is1 models of sustainable development. 
4. lmpleme111a1ion of sustainable standards and indicators in 
,ustainable development models. 
5. Implementation of 1he technology. social organization and 

~tructure of the ecosystems in sustainable developmem models. 
6. lmpicmcnta1ion of inlra- and illlcrgencrational equity in 

sustainable models. 
7. Hypotheses of rationality underlying sustainable develop­
ment models. 
8. Application possibilities for sustainable devclopmclll models. 

Authors are invited to submil four copies of an abstract of their 
paper. in French or in English, before 30 September 1993. Each 
abstract will be reviewed by 1wo members of the Imemational 

Programme Committee and selected papers should be sent 
before 9 February 1994. 

Those interested in submilling abstracts or who would like 

more infom1a1ion on the Symposium should contact Professor 
Sylvie Faucheux, c/o AFCET, 156 Boulevard Pereire. 75017 
Paris. France. Tel: +33 (I) 47 662419; Fax: +33 (I) 42 679312. 

I I I 
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Can commercial and 
environmentaJ objectives be 

reconciled in investment 
decision-taking? 

4th BIEE seminar on energy 
investment 

Chatham House, 23 September 
1992 

The discussion was opened by Dr Hans 
DuMoulin of ETE21 (Energy Technol­
ogy and the Environment - A Circle 10 
Promote Rational Action for the 21st 
Cenrury). The main points of hb 
presentation were: 
I. There are fundamental difficulties 
between the objective. of a commercial 
emerprise, and those of an environmental 
authority (whether govemme111 or 
regulatory agency). In the case of the 

fonner. objectives 10 maximize the prolit 
for the 'stake-holders'. with environmen­

tal factors being regarded as constrai111s. 
1101 objectives. By co111ras1. environmen­
tal objectives reflect political and 
societal concerns in a variety of ways. 
2. The 'Polluter Pays' principle which 
should. in theory, allow for the internal­
izing of external environmental costs can 
open a Pandora's Box in 1em1s of the 
yard-sticks 10 be used, as issues of 
international competitiveness. Proper 
ins1rume111s on environme111al costing arc 
essential pre-conditions for reconciling 
environmental and commercial decision­
making. This may involve a cenain 
degree of arbitrariness. but this will be 
better than making no attempt 10 'gret:n 
the invisible hand'. ff energy economists/ 

advisers fail to propose constructive 
solutions, 'command and control' 

measures are more likely to be intro­
duced by governments. 

In the ensuing discussion, points 
raised included the following: 
(i) The 'Polluter Pays· principle meant 
that the consumer pays except in very 
compe1i1ive markets. 
(ii) The problems or measureme111 in 
detcm1ining the balance between 

environmental costs and benefits. should 
not be undcr-eslimated. Environmcnial 
measurement wa~ very much more 
imprecise than measurement of 'conven­
tional' cost., and prices. 
(iii) If the 'Single Markel' in energy in 

Lhc European Communi1y has raised 
difliculties, how is it possible 10 
contemplaie a 'hannonized regime' of 

IAEE Newsletter 

(for example) c,ll"bon taxes throughout 

the world? 
(iv) The income distribution or 'Equi1y 
Issue' aspects of environme111al policies 
needed to be considered. bo1h within and 
bc1ween countries. 
(V) The problem of DCF and inter­
generational effects had not been solved. 
This was cen1ral 10 the whole question of 
'sustainability'. 
(vi) 'Energy and Environment' was a 
muhi-dimensional problem 1hat could 
1101 be contained within 1he single 
dimension of money. Poli1ical and 

economic trnde-offs were a necessary 
feature. The challenge lies in striking a 
balance. 

(vii) There was a need for as much 
transparency as possible on 1he rationale 
and costs of environmental pro1ec1ion 
measures. 

M..I. Parker 
BIEE 

Reconciliation of 
commercial and 

environmental objectives 
BIEE seminar 

Chatham House, 17 March 1993 

The mcc1ing considered a discussion 
paper prcpill'cd by Mike Parker and Hans 
DuMoulin. This note indicates the main 
commen1s which arose. 
Objectives: 
I. The starting point has to be the 
recognition rhat there can be inherent 
conflicts be1ween commercial and 
environmental objectives. since the 
objectives of commercial enterprises and 

environmental protection authorities may 
be quite differenl. While the 'voluntary 

regulation' approach may be desirable 
where practicable. in many cases it will 
be insurficient, so that the basis of any 
reconciliation between commercial and 
environmental objective~ will be in the 
rules and regulations which are imposed 
by political au1horitics to meet certain 
environmental aims. These rules act as 
legal constraints on economic activi1y. 

bu1 then allow commercial organizations 
to follow their ,elf-intere~I within those 
cons1rai111s. The pu,vose of these 
seminars is to see whether a rational 
framework can be devised in the main 
areas relevan1 to energy. panicularly 
poll111ion and climate change. 
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Comment: 
(i) Some felt that the conflict between 

commercial and environmental interests 
had been drawn too finnly. Others poimed 
out that governments were also involved in 
other trade-offs as well (such as with 

'security of supply' and 'social costing'). 
(ii) Environmental objectives were often 
imprecise: was the aim sustainability, 
avoiding deterioration of the status quo. or 
resloring the status quo ante? 
The Problem of Measurement: 
2. A necessary pre-condition for detennin­
ing what abatement targets etc should be 
put in place will be the measureme111 of 

various environmental impacts. and hence 
their 'cosL~'. Unless these impacts can be 

qua111ilied in some way. it is not possible to 

strike the balance between costs and 

benefits. But measurement often presents 
great difticuhy. Different methodologies 
can give very different results. Are 
objective criteria possible here? Or will 
environmental 'targets' remain essentially 
arbitrmy political acts? Under what 
circums1ances should the 'precautionaiy 
principle' be invoked to overcome problems 
of uncenainty? 
Comment: 
(i) The problem of measurement. and 

associated unce11ainty. has a number of 
aspects: cost of prevention. cost of mitiga­

tion. as essment or damage. These could 
give rise to quite different values of 
'environmental costs'. 
(ii) Some environmentalists would argue 

that the appropriateness of 1he cost-benclit 
approach 10 environmental protection was 
limited where subjective value judgements 
were involved. Others would go even 

runher mid argue for 'moral imperatives' 
and 'absolute values'. which made quantita-
1ive analysis 1101 only futile. but objection­
able. There was much discussion on the 
limits of 'objective analysis'. 
(iii) Precise measurement techni4ucs were 
essential for legal enforcement of controls. 
Choice of Instruments: 
3. To meet any given environmental 

'target'. there is a choice to be made 
between volu111ary measures (persuasion 
and education), 'command and control'. or 
'economic instruments'. the latter will 
include taxes and levies (whether applied to 
individual fueb or energy use). subsidies 10 
promote energy conservation or environ­
mentally 'benign' ruels/1echnologies. and 
tradcable penni1s. How are the relative 
merits of 1hese approaches to be detennincd 
in 1em1; of effectiveness. cenaimy. 

minimum costs. or political acceptability'? 
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It is often argued that 1he 'Polluter Pays' 

principle should be 1he general guide: 

bul in the las1 analysis. what does this 

really mean? For example. 1he impact on 

prices rather 1han profits will depend on 

the degree of competitiveness in 1he 

market secror concerned. 

Comment: 
(i) Uncertain1ies over measurement 

overllowed into uncertainty on 1he 

efficacy of particular instruments. Often 

ii was a mailer of 'trial and error'. 

(ii) 'Command and control and ' 

economic instrume1115' could often be 

complementary rather than in opposi­

tion. 'Command and control' can cover a 

wide variety of measures. In practice a 

mix of measures will be required: the 

important point was coherence. 

(iii) One view put forward was that an 

'economic instrument' required a target 

to be pre-set: another was that ·economic 

instruments' could be u~ed 10 dctennine 

the optimal level of environmenwl 

control. 

The Issue of Investment: 
4. Energy production and use, and the 

associated environmental issues. rai~e. 

in a panicularly fundame111al way. the 

old issue of short- versus long-te1111. 

This is in pan due to the fact 1ha1 the 

environment raises questions of 

'sustainability' with i111er-gcnerntiom1I/ 

ethical overtones; but also in a practical 

way because solutions to cnvironmc111al 

problems generally require large 

changes in the capital stock of energy 

production and use: inherently a lengthy 

process. Once again. the old issue of 1he. 

discount rate (and indeed the use of 

DCF) is raised. Is there a fundamental 

conflict between 'commercial' discount 

rates, and those appropriate for environ­

mental protection' 1 How are we 10 
address the observed imbalance of 

incentives to invest in energy supply 
rather than energy efficiency? How f'ar 

should govemrnen1s be involved in 

funding the development of more 

'benign' technologies? 

Comment: 
(i) The issue of 'investment' was only 

one of the problems associated with 

time. Public perception and scientific 

knowledge may change considerably 

over time: and new problems may 

emerge because rates of change arc 

different from those expected. 

(ii) In addition to investment and 
changes in the capital stock. other 

measures of environmc111al protection in 
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the energy field have long and uncertain 

response times. 
Institutional/Political Framework: 
5. Much thinking still needs to be done 

on many of the questions raised above. 

What are the most appropriate mecha­

nisms for developing policy? Who should 

be consulted. and how far should public 

opinion be led or followed? In 1he UK, 

privatization ha~ given rise 10 indus1ry-by­

inclust1y regulation, as well as 'general 

competition and environmental regula­

tion'. How should these activities be 

coordinated and potential conflicts be 

resolved'? A runher raft of problem~ arise 

given the increasingly international nawre 

of the energy/environmenial debate. How 

are environmental aims and economic 

objectives to be reconciled al the interna­

tional level. whether in 1he EEC or wider 

in1erna1ional protocols? 

Comment: 
(i) 'Striking the balance' between energy 

economics and environmental protection 

was a political process but this did not 

preclude objective analysis. 

(ii) There was a danger 1ha1 objective 

analysis and political action would be seen 

as necessarily in conflict. Regulatory 

development was often made in consulta­

tion with the various 'stake-holders'. but 

against 1he background of 1he best 

scientific knowledge available. 

Topics for Subsequent Seminars: 
The meeting endorsed the view 1hn1 the 

following wpics could profitably be 

debated a1 greater length: 

(i) The selling of environmental targets: 

how to bahmce costs and benefits. 

(ii) Choice or instruments: voluntary, 

'command and control'. or ·economic 

instruments'? 

(iii) How should thinking, including long­

tenn investment and R&D take account of 

environmemal objectives? 

(iv) Is the pre,ent ins1i1u1ional/political 

framework appropriate for resolving the 

problems concerned? 

Publications 

M..I. Parker 

Bl££ 

Archi1eds and Enginea·s Guide 10 Energy 
Conserrn1io11 in E.ri.wint: Buildings (DOE/RL/ 
018JOP-H4) Volume I. U.S. Depanmelll of 
Energy. CE-44. Room SE-080. 1000 
Independence Awnue. SW. Wa,hing1011. DC 
20585. USA. Td· (202) 586 9330. 
Cars anti Cli111a1e Change OECD 

Publications. 2 rue Andre-Pascal. 75775 Paris 
cedex 16. France. 1993. £43.00. USS60.00, 
DMI00.00. 
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Ct1r Trouble. Steven adis and James 
McKenzie. World Resources Institute. 1709 
New York Avenue. NW. Washington. DC 
20006. USA, 1993. Tel: (800) 822 0504. 
pp300. S 12.00. 
Challenging OPEC: World Oil Markel 

Proje1·1ions. /991-2007. Can.idian Energy 
Re,;~arch Institute. Suire 150. 3512 33rd Streer. 
NW, Calgary, Albena, Canada. 1993, Tel: 
(403) 282 1231. for: (403) 284 -HSI. $125 
(Ccln). 
Cha11gi11g b_,, Degrees: S1eps w Reduce 

Gra11hause Gases, U.S. Congress Office of 
Technology A,;cssmem. Cuner lnforrnarion 
Corp .. n Broadway, Arling1on. Massachusen, 
02174-5536. USA. 1992, Tel: (617) 648 8700, 
Fax: (617) 648 8707. pp354. $49 USA and 
$59 non-USA. 
C/ea11 Cheap r/e(I{; Tl1e Del'e!op1111•111 of 

Reside111ial Marke1sfor Natural Gas i111he 
United States. John Hebert. Prneger Publishers. 
New York. Ne" York. USA. 1992. pp 190. 
$-!2.95. 
Oe111a11d Side Manage111en1 for £/e('[rid1y: 

Pushing Back Barriers, Canadian Energy 
Research lnsriw1c. Suite 150. 3512 33rd Street. 
NW. Calgary. Albena. Canada. 1992. Tel: 
(403) 282 1231. Fax: (403) 284 418 I. $400 
(CdnJ. 
Demand Side Manage111e111 }<Jr Gas: Searching 

for a Ra1ionale. Canadian Energy Re,earch 
lnsriru1c. Suire ISO. 3512 33rd Street. NW. 
Calgary. Albena. Canada, 1992, Tel: (-l03) 282 
1231. Fax: (403) 284 4181. $300 (Cdn). 
Elern'it' and Hydroge11 Vehicles. James 

McKenzie. World Resources Institute. 1709 
New York Avenue. NW. Wm,hing1on. DC 
20006. USA. 20006. ( 1993) 1-800-822-0504. 
75 pp .. $14.00. 
Emluming t/1(' Carbon Seques1r(l{ion Bcnef,1.1 

of Su.wainabt,, Forestry Projec1s in Developing 
Co111,1ries. Paul Faeth. Cheryl Coun and Robert 
Livcrmash. World Resources lnstirute. 1709 
New York Avenue. W. Washington. DC. 
USA. 1993. Tel: <800) 822 0504. pp75. $14.95. 
Keeping ii Green: Using 7i·opirnl Forestry 10 

Mi1igme Global Warming. Mark Trexler and 
Christine Haugen. World Resources lnstiture, 
1709 New York Avenue, NW, Washington. 
DC. USA, I 993. Tel: (800) 822 0504. pp 75. 
S14.95. 
Lo11fi•lm11 0111/ook for World Gas 1i'ade: 

/990-2015. Canadian Energy Research 
Institute. Suite 150. 3512 33rd Streer. NW. 
C.ilgary, Albena. Cam,da. 1992. Tel: (403) 282 
1231. Fa.r: (-l03) 284 4181. S500 (Cdn}. 
Mmw,~ing Energy Price Risk Through S,mps 

(///1/ OTC Op1iom by Pcrer C. Fusaro. Global 
Change Associates. 20 Harwood Avenue. 
White Plains. NY 10603. USA. 1993. pp 167. 
Noni, American Gas Trade. Canadian Energy 

Research lns1irure. Suire 150. 3512 33rd Srreet. 
NW. Calgary. Albena. Canada. 1993. Tel: 
(-l03) 282 1231. Fax: (403) 284 418 l. $200 
(Cdn). 
Oil in fill· Former SO\'i('{ U11iu11. His1oriC{(/ 

Perspeufres and Lo11g-1er111 O111/ook. Canadi,111 
Energy Research lnstirure. Suite 150. 3512 33rd 
Srreet. NW. Calgary. Alberta. Canada. 1992. 
Tel: (40'.l) 282 1231. Fax: (403) 28-l 4181. 
$250 (Cdnl. 
Reali:ing 1he Be11efl1s <if Co1111111111iry 

l111<'gm1ed Energy Sys/ems. Canadian Energy 
Research Institute. Suite 150. 3512 33rd Street. 

cominued ..... / 
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Publicaiions continued ... 

NW. Calgary. Alberta. Canada. 
1992. Tel: (403) 282 1231. Fax: 
(403) 284 4181. $250 (Cdn). 
The Going !?ate: Whm i1 Realty 

Com 10 D,fre, James McKenzie, 
Roger Dower and Don Chen. 
World Resources Institute. 1709 

e" York Avenue. NW. 
Washington. DC 20006, USA. 
1992. Tel: (800) 822 0504. pp32, 
$12.95. 
The New Poll'er Base: 

Renell'11ble Energy Policies for 
1//e Ni11e1ies and Beyond. Keith 
Kozloff and Roger Dower. World 
Resources Institute. 1709 New 
York Avenue, NW. Washington. 
DC 20006. USA. 1992. Tel: (800) 
822 0504. pp I 00, $ I 4.95. 
The Right Clima1efor Carbon 

Taxes: Creming Economic 
lnre111il'es ro Pro1ec11he 
Enl'iro11111em. Roger Dower and 
Mary Beth Zimmennan. World 
Resource~ lnstitute. 1709 New 
York Avenue. NW. Washington. 
DC 20006. USA. 1992. pp40. 
Sl4.95. 
U.S. Departme/11 of Energy New 

Technology. Sharin,q New 
Fro111iers. Office of Scientific and 
Technical lnfomiation. P.O. Box 
62. Oak Ridge. Tennessee 37831. 
USA.I993. Tel: (615) 576-8401. 
pp96. 
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Calendar 
24-25June J 993, Arlington. 

USA: DSM and the Global 
Environment. Contact: Sharon 
Limaye. The Conference 
Connection. Inc, 111 Presidential 
Blvd. Bala Cynwyd, PA. Tel: (215) 
667 3114. Fax: (215) 667 5593. 
30June 1993. London. UK:3rd 

BTEE Chatham House Seminar. The 
reconcilliation of commercial and 
environmental objectives in energy. 
Contact: Mary Scanlan. 37 
Woodville Gardens. London W5 
211. Tel: 081 997 3707; Fax: 081 
566 7674. 

I-0uly 1993.London, K:Joim 
meeting with World Petroleum 
Congress, 'Politics of Middle East 
Oil'. Britannic Tower. :vloor Lane. 
EC:2. For details see Calendar entry 
30 June I 993. 
20 July 1993, London, UK: Talk 

by Dennis de Wylde (BP). 
'Prospects for North Sea Oil'. 
Britannic Tower. Moor Lane. EC2. 
For details see Calendar entry 30 
June 1993. 
27-29 July I 993. Bali, Indonesia: 

16th IAEE International 
Conference. Contact: Conference 
Secretariat. c/o REDECON, 
Gedung Patra Lt. I. JI.Gatot 
Subroto 32-34. Jakarta 12950, 
Indonesia. Tel: (62 21) 511 821, 
511 824. Fci.r. (62 21) 515 133. 

28-29July 1993.LasVegas, 
Nevada, USA: Integrated Resource 
Planning. Series #5 • IRP 
Development. Testing & Evaluation. 
Contact: We;iern PO\,er 
Administrmion. Tel: (602) 352 2661. 
23-27 August 1993 Budapest. 

Hungary: ISES Solar World 
Congress. Contact: Laszlo lmre. 
Technical Univer~ity, 1521 BME 
Budapest. Hun gar;. 
26-27 August 1993.Muroran, 

Japan: International Symposium on 
Ocean Energy development for 
Over-coming Energy and 
Environmental Crises. Contuct: Prof. 
Hidco Kondo. Muroran Institute of 
Technology, Dept. of Civil 
Engineering and Architecture, 27-1 
MiLumoto-cho. Muroran. Japan 050. 

I0-13October 1993.Seattle, 
Washington. USA: 15th Annual 
Nonh American Conference of the 
IAEE. Contact: Joan Walsh 
Cassedy, 1101 14th St.. IW. Suite 
1100. Washington DC. USA. Tel: 
(202) 371 I 191. Fti.r: (202) 371 
1090. 
18-20 Otober 1993, Amsterdam, 

Netherlands: Coaltrans '93. world 
coal trade conference. Contact: Susie 
Constable, Coahran; Conferences 
Ltd. Tel.· 081 944 6688: Fax: 081 
944 5385 

7 -10 November J 993, Colorado, 
USA :Tenth Annual lntemational 
Symposium on Alcohol Fuels at 
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Colorado Spring,. 
30 November• 3 December 1993, 

Hong Kong: 2nd IEA IJ1ternational 
Conference on the Clean and 
Efficient Use of Coal and Lignite: 
It; role in energy. environment and 
life. Contact: Quote conference title 
to Conference Secretariat, 18757 
Nonh Frederick Rd, Gaithersburg. 
Maryl:md 20879. USA. Fax: (301 J 
670 1942. 
9-11 February 1994. Tampa. 

Florida. USA: Innovative 
Electricity Pricing Conference. 
Contact: Pam Turner. Conference 
Coordinator. EPRI. 3412 Hillview 
Ave, Palo Alto. CA 94303-9743. 
USA 
25-27May 1994,Stavanger, 

Norway: 17th lAEE International 
Conference. Contact: Odd Anker 
Hassel. Tel: +47 2 53 10 34. Fax: 
+47 2 53 43 08. 
29 May- I June I 994. Stavanger. 

Norway: 14th World Petroleum 
Congress. Contact: Congress 
Secretary. Mrs AG Ellingsen. 14th 
World Petroleum Congress, c/o 
Statoil. PO Box 300. N-400 I, 
Stavanger. Norway. Tel: +44 4 80 
60 81; Fax: +44 47 4 80 60 20. 

15-17 August 1994,Espoo, 
Finland: Sixth International 
Conference on TI1ennal Energy 
Storage. Contact: Helsinki 
University of Technology. Tel: (358-
0)-15 I 3 I 93. 
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