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Introduction 

The energy sector is Russia’s most important industrial sector in terms of 
investment and export earnings. 

It is widely recognised both by the government of the Russian Federation and by 
the leaders of the Russian energy industry on one side  as well as by the Western 
business community on the other side  that in order to to be able to attract foreign 
companies to do business in Russia, the public authorities need to establish a 
suitable business climate („Rahmenbedingungen“). It is not often enough 
stressed that this is also of equal importance to national enterprises in Russia as 
well. To this effect the Economic Commission for Europe of the United Nations 
(ECE) has observed: „Introducing market conditions, adopting proper 
legislation, developing a financial sector and creating investment facilities 
constitute important elements of the necessary business climate. If a country (i.e. 
Russia) does not or cannot succeed in establishing this business infrastructure, a 
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serious barrier to trade will exist.“ 1) A member of the Board of Management of 
one of the largest German energy companies has put this even mor bluntly:  

„A number of preconditions have yet to be satisfied: 

• Investments are insufficiently protected against risk; 
A  firm legal framework is missing - especially as regards fiscal matters and the 
granting of licences.     . This also applies to a clear distribution of 
administrative responsabilities. 

• No pricing mechanisms for energy products exist in line with the requirements 
of a market economy. 

   Finally, the scope for profit utilisation is too restricted.“ 2) 

 Whereas the Western business community expresses feelings of readiness for an 
accelerated cooperation with the Russian energy sector and feelings of 
frustrations for still still existing „red tape“ the ECE from ist intergovernmental 
point of view tends to be more cautious when stressing:  

  „A comparison between market economies and economies  in transition is 
difficult and perhaps unfair. Because of the enormous  restructuring going on at 
present in the latter group of countries. The two group of countries are in 
completely different phases.“ 3) 

The  Deputy Energy Minister of the Russian Federation, Mr. Y.S. Morosov, 
makes a very sobering self-analysis of  the state of affairs in the Russian energy 
industry. He said , and it is worth of giving a detailled quotation:  

„At present, the Russian energy industry is practically in a pre-crisis situation: 
gas production is stagnating, coal production and electricity generation are 
falling. At the same time, because the volume of production has dropped sharply 
and the inefficient economic structure has been retained, this decline has been 
accompanied by an increase in the share of specific energy consumption in the 
gross domestic product.” 

Let me name the primary causes for this situation: 

• the destruction of the economic links built over many decades  between the 
energy industry and enterprises in the fields of mechanical engineering, 
metallurgy and the like both within Russia and also - and this especially - 
beyond the borders of Russia in the states that have been formed in the the 
territory of the former USSR. 

• a catastrophic shortage of investment in the development of energy projects; 
the approval of government funds has fallen practically to zero; the 
unregulated price mechanism and the high rate of inflation in Russia, on the 
other hand, do not permit the energy industry to build up the finances needed 
for ist development; 

• the corresponding motivation is lacking even to maintain the level of 
productivity already achieved, let alone for an increase. The former values and 



 3 

orientation have been lost, and new values have not been found and digested 
in detail; 

• the new market economy relations as such have not yet been developed, in 
particular the new elements of the market economy infrastructure: banks, stocj 
exchanges, consulting firms, engineering firms and other organisations; 

• a binding market economy type of legal basis.“ 4) 
 
For reasons of political stability the countries of the OECD region in general and 
the countries of the European Union in particular have all interest to assist Russia 
in her own efforts in modernising the industrial infrastructure of the country. The 
energy sector plays a role of dual importance. Firstly, its well functioning 
determines  practically all other aspects  of the well-being of the Russian 
economy. Secondly,the enormous energy ressources of the country  will remain 
for at least the next generation by far the most important Russian export 
commodity and thus the most important generator  of foreign currencies. 

In addition to the traditional  supplier/customer relations between the Russian 
energy sector and Western energy companies for the above mentioned reasons  a 
number of special business opportunities are arising for cooperation partners in 
the West: 

• the high energy intensity  coupled with low technical efficieny 
• recent price increases give a better economic basis for energy investments; 
• there is by far not sufficient investment capital  locally available; 
• there is a lack of managerial experience and technical expertise.5) 
 
1.) The Russian energy potential: At present and outlook for the future  

 

The energy sector of Russia has traditionally played an important role in the 
foreign trade relations of the country. As early as 1907 a Foreign Trade Statitistic 
stated that the Imperial Russia was already the world’s third largest oil 
exporter.Today, the CIS is by far the world’s most important exporter in oil and 
gas. 6) Russia alone produces roughly 1/7 of the planet’s primary energy 
resources  

Since official Soviet  oil and gas reserve data were kept secret until very recently.  
It appears now that Western estimates were quite conservative. Recent data 
reveal that there is more oil in the ground of Russia than it was previously 
expected by Western analysts.  

Energy analysts predict however,  that the next big generation of the CIS area oil 
and gas is located not in Russia, but in and around the Caspian region, in a broad 
zone running from Kazahstan and Turkmenistan through Azerbaijan. The civil 
war in Tschechenia and in other border areas of the Russian Federation may give 
an indication of other potential similar conflicts in the region in which the access 
to oil and gas will be the hidden agenda. 
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The dismantling of the Soviet Union has had an immediate negative impact on 
the economic performance of the CIS countries in general and in particular on the 
energy production and consumption. Oil demand in CIS came down in 1992  to  
7,2 mill barrels from  8,8 mill barrels in 1989. 
Oil production  went down from 12,2 mill barrels in 1989 to 9 mill barrels in 
1992.  Official  Russian government estimates assume that by 1996/97 the oil 
production will have reached the low point of ist decline and will stabilise by the 
turn of the century at about 320 to 340 mill. tons p.a. 

Natural gas will be the main beneficiary from the expected increase in fuel 
production. Gas production will rise from ist current level of 640 bill. m3 to 
720/740 bill.m3 by the year 2000 and may go up by the year 2010 to 900/980 
bill.m3 .This development is of the outmost importance to Western Europe since 
it is expected that by 2005/2010 40% of the West European natural gas supplies 
will come from Russia (as compared to 25 % currently) Germany alone  obtains 
already appr. 50 % of her gas imports from Russia. (1992) 

The coal production is expected to reach at that time appr. 320 to 340 mill. tons. 

The total output of the electrical power stattions exceeded 210.000 MW in 
1992. 70 % is generated by thermal power plants, 12 % by Nuclear power station, 
the rest mostly by gas. 

2.) Modernisation  

A.) Modernisation of technical  equipment 

In order to safeguard  energy security for the whole of Europe, it is of outmost 
importance that a more flexible and a more stable Energy system is being built in 
the CIS. This includes  

 the Transfer of Western capital, know-how and technology,in order to ascertain  
that two targets will be achieved:  

1.)production, transport and distribution of energy in the countries concerned  
should be on  world standards and  

2.)exploration of reserves of oil and gas will be accelerated. 

The most important technological advances required in Russian energy 
production are not so much „high tech“ but rather a mix of Western and Russian 
technologies and equipment leading to better oilfield practise and improved 
efficiency.  Because of the urgent need to find new work for the Russian defense 
industry the government wishes to  ‘convert’ some of the military industries into 
sophisticated  energy related equipment manufacturers 

For the time being the quality of Russian  energy technology  appears to be far 
behind of that of Western origin. The same can be said about the efficiency of 
Russian oilfield operations. Of equal importance are long established ‘mental 
barriers’ of habit and misincentives. This is, of course, true for other industries in 
former centrally planned countries as well, but the modernisation of management 
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styles in the energy sector because of ist strategic importance for the whole 
country needs presently the highest attention. 

B.) Modernisation of management methods 

Both the Russian government as well as the top manangement of all brances of 
the energy sector are fully aware that the modernisation of the technical part of 
the industry would be fruitless if it would not simultanously be supported by a 
change of attitutes on all levels of management.The import of Western 
technological know-how must, therefore, be accompanied by the ‘import’ of 
Western management know-how. Human Resource Development has thus 
become an almost automatically built-in feature in all multilateral and bilateral 
technical assistance programmes. It is also felt by the industrial partners on both 
sides that ‘company-to-company’ management and trainee programmes 
constitute  perhaps the most efficient device for long lasting Russian-Western 
company cooperation mechanisms. 
Moreover, international technical assistance programmes developed e.g. by the 
European Union in form of their TACIS programme or the IBRD or EBRD 
support programmes are introducing in addition to the classical bilateral 
programmes in which national corporate cultures are being transferred an 
important multilateral element. It is for instance of significance for the 
development of an ‘East-West European’ identity which should ultimatetely 
develop into a ‘European identity“’ that in TACIS programmes several West 
European partners have to work together in East European or CIS projects.The 
same consortium approach which is often used when putting financial packages 
from different origins together can also been applied in the management training 
involving in an sectorial approach a large number of companies both in East and 
West. 
The Academy for East-West Economic Cooperation 
(OstWestWirtschaftsAkademie  ‘OWWA’) in Berlin has developed in close 
cooperation with the Russian Ministry for Fuel and Energy and with the 
Management Training Directors of the most important Russian energy companies 
a Four-Years-Training Programme aiming to reach 3.000 top officials from the 
Russian energy industry. The Russian Energy Minister Juri Schafranik has 
launched on 14. April 1994 together with the OWWA Presidentthis unique 
Programme in the presence of some 700 government officials and representatives from 
all parts of the energy sector.  (Schafranik. Standke)The topics of priority interest 
to the Russian partners  during the first year :are: 
I. The transformation of the Russian energy sector through the creation of 
competitive     units within the enterprise 
II. Organisation, management, investment and capital as central problems 
after the formal setting-up of the enterprise 
III. Market problems and competitiveness of the products 
IV. Staff policy  and staff management  in their relation to company law, 
labour law and legislation dealing with social issues. 
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It appeared very quickly during the first series of seminars that the Russian 
managers had little interest in theoretical ‘Business School’ type of presentations. 
They are primarily interested in having access to the experience gained by 
Western managers in their own daily practise. Of high interest were all ‘real life’ 
case studies from former East German enterprises in their difficult privatisation 
process. 
In view of the fundamental importance of the management training issues for the 
success of the restructuring of the Russian economy in general and of the Russian 
energy sector in particular it is to be regretted that not more attention is being 
given to this matter by Western governments and Western enterprises. A 
systematic effort in the lines of the former „European Productivity Agency“ 
launched in the post-war years by the Organisation for European Economic 
Cooperation (OEEC now: OECD) is urgently called for. 
 
 
 
• 3.) Energy efficiency  and energy intensity 
 
It is typical for the industry in countries in transition, such as Russia, that it is 
relatively energy-intensive.  For example, the former Soviet Union  has a share of 
15 % of the world energy consumption with 5 % of the world population. . There 
are a number of not always convincing explanations for this (e.g. see the per 
capita energy consumption in the US) There are technological reasons but even 
more so there are managerial attitudes built-up during decades of cheap energy 
which are more difficult to overcome than the replacement of obsolete equipment 
by modern heat and and power installations and waste -heat recovery systems.. It 
means in practice, that a new ‘corporate culture“ needs to be developed.7) 

Russia’s difficult economic situation is severely limiting the possiibilities of 
immediate investments in energy efficiency.  Although it is known, that in some 
cases a 50 per cent reduction of the overall energy intensity is possible.,the 
shortage of capital will not allow the necessary relocating of energy-intensive 
industries .and for changing technological processes. 

 Even in the technologically advanced OECD countries  an annual increase of 1,3 
% is being achieved, and can be even substantially increased  9)-- 
 
4.) Prices, Taxes and Costs 
 
In spite of the fact that the energy industry  in comparison to other industrial 
sectors is rather well organised, one of the main problems of the sector is that the 
prices achieved are not reflecting the real costs. Although prices have been 
increased in the recent years, the actual price policy still deepens the dependancy 
on the central government. 
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Russian Federation has reached on 1. March 1993 a decision granting for the 
years 1993 - 1995 additional export quotas and licenses in an order of magnitude 
to pay for the actual work executed for the reconstruction and starting up of oil 
wells. 

In an other government decree , also issued on the 1. March 1993, a list of new  
oil fields was published which would be authorised One of the issues is, of 
course, that the real costs are unknown because cost accounting was virtually 
unknown in the centrally planned economies. 

In the years 1992-1993 measures were introduced by the government aiming at a 
gradual decontrolling of the prices for oil and mineral products .. By this it was 
intended to reach within a transition period of 12 or 18 months a price level 
comparable to the world market situation. How this can be achieved without 
causing a collapse of the Russian industry which pays presently appr. 30 % of 
world market prices for energy is yet to be seen.11) 12) 

 
5.) Energy policy and  legislation  building 

Russia’s ability to manage her own  economic recovery depend above all on 
whether it has properly managed and modernised the energy sector. This sector, 
however, unlike all other sectors of the economy (perhaps with the exception of 
the military industry) is itself subject to ist own driving forces, key actors, 
uncertainties, and constraints. Being increasingly aware of this, the Russian 
government has given special attention  on legislative measures of immediate 
concern to the energy sector and on the taxation system. Laws have already been 
passed on „Foreign Investments“, „On Natural Ressources“., „The Continental 
Shelf Act“ Others are in preparation, for instance  „The Bases of Energy 
Policy“,„On Oil and Natural Gas“,“On Electricity“, „On Concessions and 
Agreements on Production Sharing“. The government of the Russian Federation 
intends to provide gradually a complete legal framework concerning all questions 
of relevance to the strategic highly sensitive energy sector and to ist interaction 
with foreign investors. 

A governmental decree has been issued on 1. March 1993 concerning investment 
agreement with foreign corporations on the basis of production sharing. 

As far as licensing arrangements  are concerned, the Russian government as the 
owner  of all natural ressources of the country, claims  75 % of the produced oil.  
The government  of the Russian Federation has reached on 1. March 1993 a 
decision granting for  the years 1993 - 1995. additional export quotas and 
licenses in an adequate order of magnitude to pay for the actual work executed 
for the reconstruction and starting up of oil wells.. In another government decree 
also issued on 1 March 1993  a list of new oil field was published  for authorised 
exploration as from the year 1993. As an incentive for exploration an export 
quota of 60 % of the produced oil was granted to the oil companies concerned for 
a period of 5 years. 
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The legal basis for joint ventures in the Russian oil industry was laid in the law 
of 4. July 1991 „On foreign investments in the Russian Federation“. According 
to this law companies which are wholly owned by foreign investors or  in which 
foreign investors hold more than 30 % of the shares are authorised to export their 
oil products without a special licence or to sell their oil products within the local 
market on an agreed price level. Consequently,  such international joint ventures 
may export their entire production against foreign currency. The host country, 
Russia, participates on this venture only indirectly through  the usual taxes. 

In the year 1993 a total of 37 international joint ventures with an aggregated 
capital investment of 250 Mill.US-$ exported Russian oil and oil products with a 
total value of appr. 1,5 Billion US-$. Practise up til now shows that the 
international joint ventures have no tendency to sell within Russia but to export 
100 % of the produced oil. Some abuses have been observed for example through 
the over-pricing of  imported drilling equipment or other machinery. In some 
cases the Russian partner company has given substantial amounts of oil on  a 
„loan basis“ to the international joint venture company to increase their exports.: 
The Russian government is not satisfied with the experience gained through such 
„Joint Ventures“ because in the final analysis such a procedure means for Russia: 
„No  investments, no oil, no foreign currency“(Perwuchin). 

As far as other modalities for international cooperation is concerned such as e.g. 
„Production sharing“ which is common practise in the international oil business, 
Russia has so far no experience gained. However, a number of such agreements 
have been discussed or signed through ‘letters of intent’.13) 

In view of all this,the Russian government feels that only „a controlled energy 
market „ will allow  the enforcing of an overall energy policy for the country. 
The main objectives of such a policy are the following: 

- to satisfy the domestic energy requirements in full by evolving a modern state-
of-the-art energy supply structure and by increasing efficiency in the use of 
energy; 

- to reduce pollution to the level at which the environment can regenerate itself 
naturall 

- to secure the export of energy at a sufficiently high level and to improve ist 
structure; 

- to integrate the Russian economy steadily into the world economic system. 14) 
14a) 

 

 
6.) Privatisation 

The privatisation process  of the Russian economy went ahead with impressive 
figures.  Within the process of the so-called ‘small privatisation,’ out  of the 
originally earmarked appr. 135.000 smaller and medium sized companies by the 
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end of 1994 almost 110.000 have been privatised. Of equal importance is the fact 
that the number of small privatly owned ‘family-type’ companies has more than 
doubled and has bypassed the one-million mark. The picture on the privatisation 
of the larger companies is less bright.  Within the process of the so-called ‘part 
privatisation’ shares of 12.754  enterprises (concerning 18,8 % of their capital) 
have been sold or auctioned. The practical consequences of these transactions are 
still up for speculation 15) 

In spite of the many uncertainties there seems to be a „rush“ of Western investors 
particularily from Anglo-Saxon countries. It is being reported that in an monthly 
average 500 Mill.US-$ from Western countries are being invested in minority 
participations. The Moscow and St. Petersburg stock exchanges are offering 
portfolio participations in Russian „Blue chips“ Funds. 16) 

Because of ist strategic nature the energy sector will have to follow another 
privatisation pattern.  

An  active process of establishing capital stock companies and privatisation has 
begun. By the end of 1993 the government share in the energy sector has been 
reduced to 40 %. 

In the Russian portion of the electricity grid and of the gas supply network of the 
former Soviet Union, the two capital stock companies RAO JES Rossii   (49 % of 
the shares are held by the regional utilities)and GasProm have been set up with a 
controlling interest in the regional energy utilities which exercise the direct 
management of the various installations and dispatch centers. The government of 
the Russian Federation controols the activities of RAO JES Rossii and of 
GasProm. At least 20 % of the shares have to be sold to private shareholders. 

 In the petroleum sector, in addition to the state-owned enterprise RosNeft, there 
are the vertically integrated companies LUKoil, Yukos and SurgutNefteGas  
operating as open type  capital stock companies. In every area of the energy 
industry, the establishment of private firms and capital stock companies, in some 
cases with foreign participation, is in full swing.. In Russia today more than 400 
projects for international involvment of all kinds in the energy have been 
concluded or are still in the process of negotiations. 17) 

7.) European Energy Charter  

The Charter has been signed in December 1991 in The Hague by 45 governments 
as a political declaration aiming at an intesification of the cooperation between 
the industries of the countries concerned 

As foreseen in the  Energy Charter conditions should be created which allow 
long-term international direct investments. What is still missing are clear 
legislative regulations which assure the foreign investor more or less security for  
his  investment Foreign capital sources are prepared to invest in the energy sector 
of Russia or the other CIS countries, if the right to earn and repatriate a share of 
profits and to arbitrate disputes is recognised 
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At present Western investments have to be regarded as „risk capital“investment. 
This is however, a scarce commodity for which worldwide a fierce competition 
does exist.17 a) 

The goverment of the Russian Federation attaches great importance to the 
European Energy Charter, of which the country is a signatory. The Charter is seen 
as a starting point for a systematic and comprehensive Russo-European co-
operation in all energy questions. There are a number of priority areas for the 
implementation of the Charter in which Russia is particularily interested: 

1.) The supply of a reliable greater European gas market; 

2.) The utilisation of of the Russian potential for saving energy to increase 
exports of primary energy sources and to clean up the environment on the whole 
of the continent; 

3.) The gradual creation of a greater European power grid; 

4.) The creation in the future of a transcontinental European fuel and energy 
industry network. 18) 

8.) Transportation 

A major problem constitutes the repair and modernisation of the overland 
pipelines in operation, of which many are more than 20 years old.  

In order to achieve e.g. in Western Siberia the maximum possible gas production, 
in addition to the existing 19 overland gas pipelines, it is  necessary to build three 
more with a total length of over 11.000 km. 

There are  pipeline projects to create additional transportation links amounting to 
appr.US-$ 50 Bill. and there also plans for an integrated CIS and Central and 
Western European ‘high power grid’ One of the advantages  to establish such a 
link between the Russian power industry and the West European grid would be to 
use the difference between time zones to be exploited for the purpose of mutual 
energy exchange and the sale of electricity to Europe. (Britvin, S.6) The ECE 
estimated that savings in the order of magnitude of 5.000 MW could be achieved 
by this mechanism. 

As part of the Trans-European Networks decided upon on the occasion of the 
Meeting of the Heads of State and Government of the European Union in Essen 
on 9.-10.12.1994 a project on the building of a Russia-Belarus-Poland-EU 
natural gas pipeline has been launched - much to the unhappines of Ukraine. 19) 

After the breaking up of the former Soviet Union the All-Union  energy pipeline 
system has to be re-adjusted according to the needs of the now ‘Independant 
States’ within the CIS. Examples are the the Caspian Pipeline Project Consortium 
(set up among others with Chevron that would transport crude oil  1.500 km from 
landlocked Kaskhstan to the Black Sea. Other examples include a project led by 
BP and the Norwegian Statoil A/S in the Caspian Sea off Azerbaijan., Primorsk, 
Pipeline to Finland, ‘Druzhba Pipeline connections: ‘Austria-Slovakia’, Adria-
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Pipeline, Ingolstadt-Kralupy-Litinov. Yamal-Polish pipeline through Belarus 
(51,7 Bill. m3 for Western Europe, 14 Bill.m3 for Poland)  

9.)Capital Requirements for the modernisation of the sector 

Oil sector 
 
The petroleum industry is characterised by the highest rate of decline in 
production. The annual growth in oil reserves is declining, the quality and the 
rate at which new deposits are being opened up are falling. By the end of 1995 
production will probably not exceed 300 to 320 mill.tons.  
If the petroleum industry is to overcome this crisis, major investments will have 
to be made for explorational and production drillings in order to reduce the the 
proportion of inactive probes back to normal level. (e.g. the number of de-
activated probles rose in 1993 to about 32.000 units (more than 22 % of the 
total), to develop some 50 new oil deposits with reserves of more than 2 billion 
tons, to implement a technical retrofiitting and reconstruction of the industry and 
to provide it with equipment and material. 
At present the Russian Oil industry is only capable to refine the crude oil at a 
degree of 65 to 75 %. against the world standard of appr. 85 to 90 %. In order to 
compensate for the lack of production depth an additional production of 30 mill.t 
p.a. is needed. Measures are under  way for a radical modernisationto  in all 28 
Russian refineries. The total amount of foreign investment  for these 
modernisation  measures at the refineries ist estimated to be of the order of 
magnitude of 15 to 20 Bill. 

It is expected that 50 % of this amount will have to be provided by the West 

• exploration of new wells is the most important long-term investment. 
according to Ministry for Fuel and Energy in the period 1995-2000 an additional 
400 wells  can be explored with a production reserve of appr. 3 Bill. tons. Russia 
needs for this investment 5 - 7 Bill $ p.a. 

All estimates for the modernisation of the oil sector put together come to an 
amount of appr. 70 - 75 Mill.US-$ of capital requirements  

These figures equal the World Bank estimates until the year 2000 

Gas sector 
 

The Russian gas industry has an immense base of natural resources. In Russia, 
700 gas condensated gas and gas-oil deposits have been located. Of these, 300 
deposits with proven reserves of 25 trillion m3 are being developed (53 % of all 
Russian reserves.) In addition, 56 deposits with almost 14 trillion m3 of gas have 
been prepared for industrial development. 
 
However, the lack of necessary investments, a number of unsolved problems 
such as the lack of ecologically compatible production and transport technologies 
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unter polar conditions and the general crisis situation in the country led, initially, 
to a stabilisation and, more recently, to a decline in gas production. 
Annual investments in the order of magnitude of 50 Bill.$ until the year 2010 are 
estimated, i.e. a total of about 700 to 800 Bill.$. 

Coal sector 
Some 70 % of the pits and half the open cast mines need a complete overhaul. 
The shutdown of capacities each year exceeds the opening of new capacities by a 
factor of three or four to one. Approximately 90 % of the coal companies are 
unprofitable and have no fund on their own for modernisation. About 13 % have 
no prospects whatever and must be closed. 

There are great problems in ensuring the safety of the workers underground. 

During  the next 10  years a total investment volume of 300 Bill.$ has been 
estimated 

Electricity sector 
Over  60 % of the power station equipment is more than  to 50 % worn out. To 
modernise tis equipment until the year 2000 a total investment volume of 150 
Bill.US-$ will be needed. 

Energy supply industries 
 
Within the former Soviet Union appr. 80 % of all technical equipment needed for 
oil exploration were produced in the now independant Republic  of  Aserbaidjan. 
Practically all basic construction elements for pipelines were produced in the 
former Ukrainian SSR. The process of restructuring this industry to meet present 
Russian needs has only begun.. At present only 40 % to 80 % of the necessary 
equipment can be supplied by local manufacturers. 
There are annual imports of equipment amounting to 4 Bill.$. 

The Russian government is making efforts to substitute these imports by  local  
production facilities. The investment volume for such a transition is estimated to  
amount to 2 Bill.$. It is felt that some of the modern former military technology 
production facilities could be converted into producers of energy equipment. 
Foreign investors are being encouraged to form Joint ventures with such Russian 
partners on a very promising and secure market. 

Total requirements 
If one would attempt to estimate the order of magnitude needed for the 
modernisation of the entire energy sector in all countries belonging to the former 
COMECON region phantastic amounts of investment capital are being added 
together.  IEA estimates and Western industy’s calculations speak about 1.000 - 
2.000 Bill.US-$  necessary investment for the next 15 years. The varios figures 
mentioned in this report are concerning Russia alone with 1.300 Bill.US-$. 
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The World Bank, The Transition in Central and Eastern Europe and the Former 
Soviet Union,   Washington1995    

Idem, Series on Energy Policy and Planning Materials, see in particular: 
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                                 Energy and Environmental Programme   
      Royal Institute of International Affairs                 
             „THE GEOPOLITICS OF ENERGY IN THE NEXT  DECADE“ 
 
 
                                       Workshop, London, 15-16 May 1995 
 
 
                                                                    AGENDA 
 
Day 1 , 15 May 1995 
 
14.30           Welcome and introduction                                                             Chair, John Mitchell 
Session 1     THE  POLITICS OF ENERGY TRADE 
                   Introduction to Background Paper from RIIA, John Mitchell 
                   * Non OPEC supplies 
                   * Competition for/in Middle East supply 
                   * Import demand for gas and oil in Asia 
                   * Development of exports of oil and gas from Russia and the Caspian region 
 
Session 2    THE MIDDLE EAST 
                  * Political Dimensions 
                  Rosemary Hollis, Head of Middle East Programme, RIIA 
                  Dr. Patrick  Clawson, National Defense University, USA 
 
                  * Expanding Supply 
                  Robert Mabro, OIES 
 
                  DISCUSSION 
                  Led by oil industry experts (eg. Peter Davies, BP, Dr. Luciani,  ENI) 
 
Dinner       Informal Discussion 
 
DAY 2, 16 May 1995 
 
Session 3    EAST ASIA                                                                                    Chair, Michael Grubb 
                  * Political Dimensions 
                  Richard Grant,  Head of Asia Pacific Programme, RIIA 
                  Professor Jean-Pierre Lehmann  (European Institute of Japanese Studies, Stockholm) 
                  * Demand Prospects and Competition for Supplies 
                  Dr. Tsumato Toichi, Japanese Institute of Energy Economics 
 
Session 4    RUSSIA, CASPIAN AND EAST EUROPE 
                  * Political Dimensions 
                  Roy Allisson,  Head of Russia and CIS Programme, RIIA 
                  Professor Klaus-H. Standke, (former President, OstWestWirtschaftsAkademie, Berlin) 
                  * Expanding Net Export Availibility 
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                   Dr. Andrei Konoplanik 
 
Session 5   WHAT ARE THE INTEGRATING QUESTIONS?                          Chair, John Mitchell 
                 * The Green/White paper agenda, Commission speaker 
                 * Security against disruptions, Ed Fried, Brookings Institute 
                 * Security against cartels/regionalisation  Professor Peter Odell 
                 * Compatibility with Single Market, Francis McGowan, University of Sussex 
 
Session 6  SUMMARY AND CONCLUSIONS                                                  Chair, John Mitchell 
 

 


