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and Asia-Pacific, a very large LNG market share is foreseeable as prime target destinations for LNG exports.
However, with the abundance of unconventional resources in China and Asia-Pacific, it is most likely that an
Asian oil and gas market may eventually emerge once it can overcome its developmental challenges.The surge
in unconventional output in North America has global implications in terms of oil and gas price outlook and
technology transfer. Perhaps hydrocarbon price volatility is inescapable if countries in the world can’t over-
come a series of difficulties in public policy, technology, investment, and so on.
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Energy, Markets and Their Failures
Adonis Yatchew
(Economics Department, University of Toronto, Toronto , Canada)

Abstract Though historians eschew mono-causal theories of history, energy has profoundly shaped human his-
tory, civilization and its institutions. To devise a suitable framework for the inherently interdisciplinary study of
energy, simple narratives are developed for relevant disciplines based on two big ideas: markets and their fail-
ures. Markets provide a remarkably responsive and adaptive mechanism for supplying energy, but they would
still fail due to externalities and market power when governments involvement is needed.Various approaches
have been proposed to recognize the efficacy of markets and seek to modify them.To understand the power of
these big ideas especially the energy markets, the “Age of Sail” and “Age of Capital”are used as examples to
give a political, economic and historical narrative.This narrative is useful and even essential because energy pol-
icies are typically a reflection of broader political and ideological trends.With the “big ideas” framework and
by apprehending big energy ideas from other disciplines, we can gain a much broader perspective. For the eco-
nomics of energy, a basic understanding of the efficacy and efficiency of markets is the departure point. The
next important step is to understand their limitations, and how to devise remedies.
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