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T

he first 2010 edition of the “Economics of the International Coal Trade”, subtitled “The Renaissance of Steam Coal” reflected a revival of the world coal market in 2006 – 2008. The second edition describes new historical period in coal
industry influenced by shale gas revolution and increased attention towards climate
change and sustainable development.
Despite the title of the book almost half of the content describes technical issues:
mining, technological features of coal production and processing, coal sampling and
analysis, coal preparation, modern global political environment, etc. This material also
provides relevant data on innovative technologies. L. Schernikau analyzes in detail
technologies for converting coal into liquid fuel, GTL (Gas to Liquid), underground
coal gasification. Describing the features of the underground coal gasification technology, L. Schernikau does not mention that it was a Russian scientist D. Mendeleev who
introduced the very idea of such a methane transformation in 1882, and in 1888 he
was the first to publish the main elements of the technological scheme of the future
process1.
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L. Schernikau presents all the details related to the “shale breakthrough” in a reliable manner. He stresses the high cost of this technology as well as acknowledges
difficulties in expanding and scaling this technology in the United States. In fact, the
situation is much more complicated. John Dizard, an analyst for the Financial Times,
states that shale gas producers in the U.S. have spent more funds than their equity capital to acquire land, drill mines and develop their programs2. According to J. Dizard, the
ephemeral profitability of shale gas will certainly lead to the emergence of the so-called
“gas bubble”. However, there is a lack of attention to the fact that through this technology the U.S. tries to impose their own energy resources strategy on their partners in
Eastern Europe (Poland, Ukraine) (Weaving 2006).
The book broadens the description of environmental problems, such as temperature changes and climate transformation, environmental pollution due to uncontrolled
emissions of CO2 into the atmosphere. L. Schernikau argues that increased CO2 emissions from coal mining and consumption are not a disaster. He believes that improving
the technology of coal-fired power plants towards a more comprehensive neutralization of emissions could fundamentally help in solving this problem. Mr. Schernikau
complains that most of the newly built power plants, primarily in the East, do not
possess such modern technological equipment. This statement does not correspond
to reality.
Firstly, Eastern countries, or rather Asian countries, and primarily China and India, build almost all new coal-fired power plants using licensed innovative equipment
to significantly reduce CO2 emissions into the atmosphere (Barack 2020). In addition, China has recently built several power plants based on Shell’s technology with
increased limitation of any emissions3. Shell supplies Chinese customers with similar
mini-plants for the production of hydrogen, chemicals, fertilizers and electricity, operating on the technology of coal gasification.
Secondly, the problem of atmosphere oversaturation with carbon dioxide takes
place on a larger scale. The concentration of carbon dioxide in the Earth's atmosphere
has reached record levels. The available technologies for reducing CO2 emissions from
coal-fired power plants, natural gas processing plants, fertilizers and other industries
combined do not give the desired result. Humanity produces so much carbon dioxide,
methane and other greenhouse gases that simply reducing emissions from industrial
sites is no longer enough, and new technologies are required to extract CO2 from the
air, and do so on a global scale. Such technologies are called “negative emission technologies” or NETs4. NETs allow removing CO2 or other gases from the atmosphere
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physically or chemically. NETs will not relieve the world of the need to reduce emissions but should help to achieve zero emissions by 2050. In this case, according to
calculations of the UN Environment Program specialists, it will be possible to prevent
a global temperature rise above 2°C – this is precisely the goal set out in the Paris
Agreement on Climate Change (Weyman-Jones 2019).
Moving on to the discussion of the so-called “green energy” based on the use
of renewable energy sources, Lars Schernikau positively assesses the idea of “Energiewende” (“energy transition”), but nevertheless, he is somewhat skeptical about the
real possibility of achieving it fully. The course taken by the German government to
abandon not only coal, but also nuclear energy implies a deadline to increase the share
of electricity from alternative sources in the country's total energy balance. The course
includes greenhouse gas reductions of 80 – 95% by 2050 (relative to 1990) and a renewable energy target of 60% by 20505. This concept of energy transition was first
outlined in 1980 in a publication by the Institute for Applied Ecology in Germany
entitled “An Energy Transition. Growth and prosperity without oil and uranium”. In
the context of energy supply, this concept envisages Germany's abandonment not only
of coal and nuclear reactors, but also of gas and oil, with the final complete transition
to renewable energy sources. We must agree with the author that Germany will face
great difficulties on this journey: the German authorities are already talking about the
emerging difficulties and the lack of time required to achieve planned results6.
The COVID-19 pandemic plays an important role in current trends in the global energy market. Due to widespread lockdowns and a decline in economic activity,
global electricity demand in 2020 has decreased significantly. Coal-fired power plants
accounted for a remarkable share of the decline in electricity generation. At the same
time, many of the coal power plants that halted their operations will no longer be
launched again. For example, the Escalante plant (USA, New Mexico) was shut down
in August 2020 due to the effects of the pandemic and will not become operational
again7.
The author states his views on political and geopolitical issues in the development
of world energy markets in two paragraphs “Political Environment” and “Geopolitics”. L. Schernikau defines that the political environment in most Western countries is
harmful for the development of the coal business due to the democratic principles, i.e.
the need for key authority figures to be re-elected every four or five years. The author
believes that only authorities with long-term managing rights can support further ad-
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vancement of coal related technologies. According to the author, the political situation
in the United States, Russia, China, Indonesia, as well as some countries of the Middle
East is aimed at optimizing the development and welfare of the nation.
The geopolitical importance of fossil fuels is increasing due to the fact that Asian
consumers do not have any other choice in the segment of relatively inexpensive energy sources while politicians of the economically developed countries are promoting
the concept of expanding the use of expensive and uneconomical renewable sources8.
The book provides a panoramic analysis of the global coal market in the context
of regional segments, the dynamics of demand by type of coal, logistics, pricing and
modern commercial instruments: transport tariffs, exchange transactions, derivatives,
etc. The book does not analyze the situation with the domestic consumption of national coal reserves as well as the “green border trade” – the volumes transported across
land borders. In other words, L. Schernikau studies global coal trade carried out by sea
transportation exclusively. Although the marine segment is the most significant in the
global coal market, such an approach limits the applicability of this study. Many coal
producers worldwide, primarily Russian companies, use the railroad for their export
shipments – 32% of Russian coal exports accounts to railway shipments9.
The book posits that over the past decade the traditional separation of thermal
coal markets into the Atlantic and the Pacific has become completely irrelevant. However, it seems controversial. L. Schernikau states that the thermal coal market has become global and relatively unified from an economic point of view due to falling sea
freight rates. Indeed, recently there has been a downward trend in the global sea freight
prices. In 2020, during the coronavirus pandemic this trend continues and the rates
for the transportation of coal along the routes Ust-Luga (Russia) – Rotterdam (the
Netherlands) and Murmansk (Russia) – Rotterdam (the Netherlands) have dropped
to a ten-year minimum: 6 USD/ton10. The author's position implies that if the cost
of delivery does not have a significant share in total costs then there is no economic
difference between various export markers, so the market becomes global. Nevertheless, it is difficult to agree with this statement, knowing the global commodity market
development11. There are many other factors which contribute to regional trading patterns such as infrastructural capacities and limitations as well as the political situation,
so freight cost does not always play such a significant role for the exporter (Thurber
2020). In this regard, it is too early to make such a statement about the global coal
market.
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Such important topics as the logistics of coal await empirical explorations by the
author. He dedicates only one page to this important topic in the section “Freight and
logistics”. There is no analysis of integrated logistics, which is recognized by other specialists as one of the main factors that determine the level of competitiveness of any
coal exporter12. The author just indicates that coal logistics consists of domestic logistics and sea freight. This is followed by a statistical report on the volumes of bulk cargo
shipped in 2015: coal – 40%, ore – 35%, metal – 12%, grain – 12% (p. 64).
India, China, Japan, South Korea and Taiwan cover 38% of all world coal imports
in total. And the whole European imports account only for 16%, which is comparable
to the volume of coal imports by Japan (p. 9). The author analyzes world leaders in
terms of exports and ranks them in the following order: Indonesia, Australia, Russia,
Colombia and South Africa. These five largest exporters account for almost 90% of all
thermal coal exports.
The book offers a sufficient overview of the Russian coal industry. It studies in detail it`s strong sides (massive explored reserves, relatively cheap cost of labor, protectionism of the authorities) as well as weak sides (low quality, outdated equipment, high
logistics costs, limitations of rail and port infrastructure). In conclusion, L. Schernikau
states that Russian exporters have enough competitive advantages and are likely to
retain leading positions in the world coal market in the long-term perspective.
One of the main conclusions of the book can cause a rather controversial reaction.
The author indicates that coal can act as a “bridge” from the oil age to “the solar time”
– this is how the author calls the era of large-scale use of alternative energy sources.
World coal reserves are many times higher than the world's oil and gas reserves, but if
the author believes that the global transition to active and widespread use of renewable
energy sources will take place only after the final depletion of all oil and gas reserves
after several years or decades of general coal domination, then only in this case, the
coal period can be called a “bridge” to a new generation. It seems that such a transition
may take place earlier during the period of the presence of both coal and gas with oil
on the world energy market.
The author states that the coal supercycle may end in the period between 2016
to 2020, but despite this, demand for coal products will still be significant. Based on
today's global coal market situation it is difficult to disagree with this argument. The
developing regions of East Asia and Africa are showing increased demand for cheap
energy, especially India and Mozambique.
The author uses definitions and key statistics from the German Association of
Coal Importers (Hamburg) and the British Perret Associates (London). Sufficient information on the functioning of the world coal market as well as the author's extensive experience in the field of international coal trade distinguish the book among the
other works in this field.
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Similar to the first edition, the author maintains a style of writing that is accessible,
concise, and well-organized. The book is written in a modern scientific and practical
style with the use of extensive explanatory materials presented in the format of tables,
graphs, figures, accompanied by practical examples, which make the work clear and
give a sense of conviction to the conclusions of the author. This book offers an intellectually rich, cogently argued, and particularly valuable text, written in a clear and
reader-friendly manner.
I consider the author`s excessive commitment to the new European doctrine of
complete rejection of coal-based electricity generation in favor of alternative energy
development as a potential bias because this doctrine could not always be applied for
non-European countries and especially developing countries. Another possible bias
is the author`s attitude to the Russian economy as a supplier of cheap energy carbon
raw materials – Russian coal exporters supply not only cheap brands of coal, but also
expensive brands of high-quality coal.
The author's research focus has its limitations. Firstly, the choice of time period –
from 2010 to 2016 – and, secondly, L. Schernikau analyzes only international commercial operations with the transportation of coal by sea, without studying railway
logistics.
In general, Lars Schernikau's book is a comprehensive study of the entire set of
problems of coal business, international trade and world coal market. The strength of
this work is the integrated approach to the analyzed subject and a large-scale array of
information provided by the author for a more complete, comprehensive analysis of
all related parameters of the coal business. The author reasonably presents the historical aspects of mining technologies development, the formation of price indicators, the
mechanisms and specifics of international coal trade, as well as the general economics
of complex processes of the coal business.
The drawbacks of this monograph includes a superficial description of a number
of historical events, primarily of a political nature, as well as the author's one-sided
position regarding the impact of coal use on the environmental problem of CO2 emissions. At the same time, it is an authoritative source in the field of international coal
trade, including statistics on supply and demand by country, technical parameters of
coal assortment, recommendations for risk management at each step in the supply
chain.
The target audience of the new peer-reviewed publication is quite large. Given
its wide-ranging and rich content, it should therefore prove to be an invaluable and
authoritative resource for economists, businessmen, politicians, as well as for employees of companies of the corresponding profile, as well as representatives of research
organizations and the university community.
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