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Securing Energy for Europe

Challenges and Policies

BRUNO CARDOSO REIS, IEEI

GINA SOARES, |EEI

This paper aims to evaluate how the EU is respa@ntbna global context where securing
energy resources is one of the major concernstarnational economy and politics. Its
focus is on the security dimension of energy issuekits linkage with deepening of ESDP

and enlargement policies of the EU.

The notion ofenergy securityis a good example of a concept being given differe

meanings depending on where you stand. For majporiitars energy security is usually

understood in terms of guaranteeing an abundaadigiable, sustainable supply of energy
resources at an acceptable price to meet theimadtelemand. The EU is a major energy
importer and security of supply is therefore whatusually meant when the expression
energy security is used in Europe. Still, it is orant to underline that exporting countries
have a different perspective, given their usuaflyyarge dependency from energy exports,
energy security for them is normally understoodterms of an abundant, predictable,
sustainable demand of energy resources at an abtepirice to meet the needs of their
State budget and internal economy. Naturally, predect world of perfect trust and absence
of conflict, perfect transparency and reliabilitf information, in an economy in perfect

equilibrium, these different concerns of importansl exporters of energy would just be the
two sides of the same coin — both would like sedlones of energy. This is, however, not

necessarily the case as we will see. Namely mdjanges in the world economy have
created a significant degree of unpredictabilityriarkets in general and energy markets in
particular. Areas rich in energy resources are alsong some of the most unstable and

conflict prone in the world.

Concerns with securing energy resources for Euewpethe result of a number of factors.

First and foremost is the large dependence of tbefrem imports of energy. The EU
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currently imports 50% of its energy needs — and ribmber is, of course, significantly
higher in the case of oil and natural gas — anidhas¢s are that this may grow up to 70% as
do most other developed economies of Western desntr Then there is the enormous
increase in demand since the end of Twentieth @gras the result of the exponential
growth of emerging economies — the double digitneoaic growth of China, for instance,
has meant that since the beginning of the new ceitt@alone has accounted from half of
the growth in energy demand in the world.

Terrorism, civil wars, piracy and political unremte also threatening disruption of major
producing or transit areas of oil and natural gasmfWest Africa, the Somali coast, from
the post-Soviet States to the Middle East. Thisngrg concern with European energy
security is reflected in a number of official EUcadmnents. This paper will analyze EU
energy security policy in view of the soundnessthed analysis upon which it is based,
adequacy of the policies adopted in view of presamd likely future challenges, how
effective has been their implementation, but alsw tiar deepening of integration in this
vital policy area has been affected by the big 220d7 enlargement.

Integrating energy policies was, very wisely, press the creation of European integration
with the setting up of Euro-Atom and ECCS. Morentlize decades later energy produced
by (cleaner) coal and (safer more effective) nuctreergy are again at the heart of a larger
debate about how the EU can secure its future imgeof energy as well as the
sustainability of it economic, social and even ficdi model of integration. Oil and natural
gas were naturally excluded from these initial XP50ojects of European integration
because their abundance and cheapness made themaea cause of major concern. This

has now structurally changed.

This paper will be divided in three sections. Tinstfwill discuss the current state of affairs
in this area. The second will analyze the develagné EU policies in this vital area. The
third sections will look at how well the latter pesd to the former, and how effectively

they have been applied, it will also formulate sguobkcy recommendations.

! European Commission (2007), “Energy corridors:dpean Union and neighbouring countries”,
http://ec.europa.eu/research/energy/pdf/energyidora_en.pdf
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1. Europe and Global Energy Changes

In the last two decades, changes in offer and ddnramenergy resources have increased
global competition for increasingly scarce energyrses. The double digit growth of China
and India has been the major driving force in clearig the global demand for fossil fuels.
Globalization is an increasing reality in the fietd energy, but this has not meant
Americanization or Westernization. On the contreoytrol of the global energy market can
now be seen to have obeyed to a continuous tremards loss of control of global energy
markets by Western States and Western Companies Niarth America and Europe. The
huge volatility in prices, as well as in supply ashemand of energy resources in this first
decade of the Twentieth century is the result eséhmajor changes. They have led to a
growing awareness and debate about the importaheaergy security and how best to
achieve it. This is particularly obvious in the €ad oil and gas — which alone accounts for
more than half of global energy consumption, butaisfrom limited to it. It is with oill,
however, that this section starts.

The earliest sign of the trend towards the los#é/ektern control of Energy resources came
in oil fields in the 1920s and 1930s. It was theuteof the nationalization of the Russian
and Mexican oil industry during the nationalist skitions in those countries. Then came
the creation of Aramco in the 1930s, as the fosttjventure between a producer country,
Saudi Arabia, and Western capital and know-how. tAaio turning point was the 1953
nationalization of the oil industry in Iran, an eepsion of the eventual effective
decolonization of energy resources some time #&fenal decolonization. This led to the
gradual but unrelenting move towards a loss of robrily Western interests of most of
global oil and gas production. Still the West ne¢al some control of the global markets

because they still controlled most of the techrkealw-how, refining and demand of oil.

The impact on the West of the oil embargo of 197&kad a turning point in global
perceptions. Still as the years after that show&e@stern control of the end stage of
production — refining and know-how — as well agrafst of the global demand meant it had
an import hard power tool to negotiate with prodgocountries.

Now in the early 2000s Western control of the glabbmarket is being further eroded by
the gradual emergence of double digit growth of rigng economies like China and India
in the last two decades marked another turningtptintil 2030, the IEA predicts an over
50% rise in global demand for energy and “China laia together account for 45% of the
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increase in demand” OPEC statistics show a very small elasticity upgly in oil and
natural gas in response to this sharp rise in ¢jldbmand. This is the result of the slow
growth in oil production infrastructure both in tMiddle East and elsewhere, where as a
rule requirements for production are even more deling. This low elasticity in oil
production is matched by even less elasticity fimireg capabilities, namely to respond to
increases in supply outside of Middle East mostlyhie shape of heavier oil, more difficult

to refine.

Diversification of supply away from Middle East giéems the obvious answer for better
securing energy for the EU. But if this was ind¢lee easy way out of the current energy
problems, then there would be no need for so magaeldeamic and policy debate on the EU

and globally.

In fact reliance on oil as a major source of endrgyhe EU and other developed and
emerging economies still means, even more so ifutinee if we look at known reserves, a
great deal of reliance upon the Middle East. Thetmsmnificant discoveries of oil reserves
have been in the Caspian Sea and the Santos B#simore of Brazil. But they cannot be
compared in scale and ability to explore them rigpaehd inexpensively — because of their
remoteness and geological characteristics — wehnhjor discoveries in the Middle East in
the 1950s and 1970s, which are still and will fke#gmain the major sources of global oil

production in future decades.

Moreover, diversification of supply of oil and gasyay from the Middle East does not
necessarily mean that the new areas of productibrhave less security problems. Often
new sources of oil and alternative fossil fuel® likatural gas come with new threats. For
instance supply of oil and gas from West Africapttal Asia, Venezuela or Russia is at
least as vulnerable if not more in production angpdy routes to terrorism, civil war,
chronic political instability and nationalist pomrh. There is a stubborn for concentration
of energy resources in regions marked by politicsiability and geopolitical tensions, not
by accident often enhanced by the resource trapdor producing countries rather than

solved by oil wealth.

This trend towards growing de-Westernization ofrgpanarkets associated with new and
old threats to security production and supply, usid@dably generate in Western

consumers and decision-makers growing concerngdiegasecurity of energy supplies.

2 International Energy Agency (2007), “World Ene@utlook — China and India Insights”,
www.iea.org/Textbase/npsum/WEO2007SUM.pdf
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However, problems of energy security are not lichiie oil and gas supplies, very important
as these remain. Nor are they limited to producmgntries alone. Therefore they cannot be

solved by diversification of supply alone.

Internal factors to the EU in particular deservebto highlighted. Internal production of
energy in the EU has been falling in the last fearg. According to the EC, the EU now
imports 54% of its enerdyFrom this, 60% are imports of oil, and 26% ar@aéms from
natural ga& Europe therefore produces less than half of trergy it needs. The often
talked about renewable sources of energy curreattount for only 9% of EU energy
demand. The future looks even darker if current trendwsai the EC predicts an increase
energy dependence of the EU with imports accounfilmg65% total energy demand by
2030°.

Still there are important differences within the ,Eud this was the case even before the big
enlargements of 2004/2007. In this as in other sarélae integration of new Eastern
European countries into the EU, like the Baltict&ahighlighted what appeared as a new
energy security vulnerability. But in fact theree arew members with a relatively low level
of energy dependence and there are older membastatotally dependant from energy
imports. In fact, Denmark “is the sole country whiis completely energy independent,
while for some countries, like Poland and the Whikengdom, import dependency ratios

are quite low (close to 20%)"Then “at the other extreme, Ireland, Italy, Pgaitand Spain

 Commission of the European Communities (2008) m@wminication from the Commission to the European
Parliament, the Council, the European Economic@aalal Committee and the Committee of the Regions —
Second Strategic Energy Review: An EU Energy Scarid Solidarity Action Plan”http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 20081 :FIN:EN:PDF

* Commission of the European Communities (2008), ¥y Document accompanying the Communication
from the Commission to the European ParliamentCibiencil, the European Economic and Social Committe
and the Committee of the Regions — Second Straksggcgy Review: An EU Energy Security and Solidarit
Action Plan”,

http://ec.europa.eu/energy/strategies/2008/doc/2008ser2/strategic_energy review _wd_future_podtipn
df

®> Commission of the European Communities (2008) m@minication from the Commission to the European
Parliament, the Council, the European EconomicZaaial Committee and the Committee of the Regions —
Second Strategic Energy Review: An EU Energy Scarid Solidarity Action Plan”http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 2G0fB1:FIN:EN:PDF

® Commission of the European Communities (2007) m@minication from the Commission to the European
Council and the European Parliament — An Energici?édr Europe”http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 260 1:FIN:EN:PDF

" Commission of the European Communities (2008), g Document accompanying the Communication
from the Commission to the European ParliamentCibiencil, the European Economic and Social Committe
and the Committee of the Regions — Second Strakegicgy Review: An EU Energy Security and Solidarit
Action Plan”,

http://ec.europa.eu/energy/strategies/2008/doc/20D8ser2/strategic_energy review_wd_future_podgtipn
df




have import dependency ratios exceeding 80%he most energy dependant new member
states are “small island countries like Malta angpr@s (due to their geographical
situation)” but they share the characteristic ttey “are fully dependent on energy
imports” along with “old” Luxembouryy Particularly worrying is the “very high import
dependency on one supplier for certain counttfesThere are a number of countries
“completely dependent on one supplier for gas ingipibut this includes new Member
States like Estonia, Latvia, Lithuania, Bulgaridov@kia, as well as older Member States
like Ireland, Sweden and Finland; and “Greece, HmpgAustria are more than 80%
dependent on the same (monopoly) supplier. Moreduttuania, Hungary, Slovakia and

Poland are nearly fully dependent on one oil s@pfiinore than 95%*.

Still it is undeniable that particularly worryingas been the degree of dependence for
energy supplies by in particular Eastern and CeRwaopean EU countries from Russia as
a supplier of natural gas, in light of its receeturrent retaliatory actions against the
Ukraine with in Russian gas supply in 2006, 20082@)9 resulting in a sudden
unpredictable drop in supplies in a number of Euntoes. But those significantly affected
included countries part of the EU 15 like Austri@ly, and Germany? These dramatic
recent episodes have exposed “Europe’s energyigecuerability” and they “raised the
dual questions of Russia’s reliability as an engrgstner and Moscow'’s willingness to use
its energy power as a political weapbh”

But what can the case that originated this alarm was instrumental in creating the
political momentum for this new EU activism in egyeisecurity tell us? Have the repeated
Russia-Ukraine energy crisis been caused by therdaiof the latter to honour its
commercial agreements with Russia and pay an atkeguoarket price? Or is it also or
perhaps even predominantly a way of Moscow pungskie will of Kiev after the Orange
Revolution to show its autonomy vis-a-vis Russia@ofyjunction of the two factors is the

most likely explanation. What this case clearlywvstids that international political conflicts,

& Commission of the European Communities (2008),cit,
http://ec.europa.eu/energy/strategies/2008/doc/2008ser2/strategic_energy review _wd_future_podgtipn
df

° Idem ibidem
19 1dem ibidem
1 1dem ibidem

12 Belkin, Paul (2008), “The European Union’s EneSgcurity ChallengesGRS Report for the Congress
http://ww.fas.org/sgp/crs/row/RL33636.pdf

13 Belkin, Paul (2008), “The European Union’s EneBgcurity ChallengesCRS Report for the Congress
http://www.fas.org/sgp/crs/row/RL33636.pdf




even bilateral ones not involving EU States, caveha large impact across the Union as a
result of the interconnectedness of the globalgnsupply system as well as of the deep
integration of the EU economic system. One crupigtake in terms of energy security
would indeed be to consider this as primarily abfgm for new Eastern Member countries
to solve. A recurrent theme of this paper is thditihtegration of European energy markets

Is one crucial aspect of any solution for the peabbf energy security.

In any case it is evident that “Europe’s growingeledence on Russian energy, and long-
term energy agreements between Russian firms ame $furopean governments have
fuelled speculation that Moscow is using the “egesgapon” to try to influence European
foreign and economic policy* This may well be an exaggerated concern, aftaNaltern
Europe imported energy resources from the Sovieabryduring the Cold War and they

were never disrupted.

Still, it can be argued that Moscow then had a auaed status of superpower and,
paradoxically, because of the high level of tensias also more constraints — a cut in
energy supplies to Western Europe could be misasaa declaration of eminent war. The
new Russia is possibly both less respected anddspgctable in its international politics,
and it is legitimate to feel that an increasingsseation of State control over Russia’s
strategic resources can well precede a more alitise of the latter. And yet the Kremlin
can hardly ignore the fundamental lesson of the8X8I7boycott — pressure by the producers
over consumers can only go so far without fundaaignhurting their own interests.
Nevertheless a spectre does haunt the EU, thasémi@us international political clash with

Russia, Putin’s Kremlin will use energy as a havd/igr tool to coerce Europe.

Dependence on Russian gas is just part of a widéurp of excessive and growing EU
energy dependence that needs to be put in an ib@taontext. The growing loss of
Western control over of the global energy markeinigart a natural consequence of a
process of decolonization and the fall of Westenperialism and of the economic growth
in the rest of the world. But while this may be matively desirable to most liberal
democratic-minded European, what is welcomed ingple may have in practice costly
and unwelcome consequences for the European econamd social model. After all,
supplying cheap energy to the West may not alwagmsthe priority to new democratically
elected leaders of traditional non-Western supplid¢renergy. Often non-Western autocratic

elites have been more willing to accommodate Westgerests, because they welcome and

14 Belkin, Paul (2008), “The European Union’s EneBgcurity ChallengesCRS Report for the Congress
http://www.fas.org/sgp/crs/row/RL33636.pdf




need outside support. Putin as well as Chavez lieearly benefited from significant
popular support in their resource nationalism,smg gas and oil as political tools — and it
is worth remembering that it was the political teihin Venezuela that initiated the anxiety
over security of supply that led to the recent pigafrices™> What will happen in terms of
energy policies by producer countries if a more denatic Middle East does become a
reality, something which the EU and the US havenlseongly advocating for so long? Is
resource nationalism the way of the future in aeragmocratic global system, where most
easily available traditional fossil fuel energyaesces are concentrated? This may well be

the case, at least for some time, causing seridfficutties to Western economic interests.

Or will future more democratically elected leadefsenergy suppliers find, as their more
autocratic predecessors did rather quickly andawmittany major concern for local popular
feeling, that if they push prices of energy researo high, if they make access to them too
difficult, the economy of consumer countries wil pressed into a crisis — driving down the
value of investment by sovereign funds — and denfianthose precious resources will fall?
Energy markets may be more strategic than othertsséame minimally reliable balance
between supply and demand is in the long term esteof both. This may well be the
reassuring long term trend, but short term enemggisccan be hugely disruptive. They

surely pose the greatest challenge to a EU eneqgyrity policy. Is it capable to deal with
it?

Adding to the complexity of energy markets and séctioday is the growing importance
of transit countries. Traditionally discussion d¢fese matters focused on producer and
consumer countries. With the expansion and growimgprtance of the global network of
pipelines particularly for gas, transit countries — likeetlkraine or Turkey or Bulgaria,

have an increasingly visible importance for se@iegnergy supplies.

Last but not least is the growing public awarenéssthe environmental costs of
contemporary economies, which acquired a dramalge ewith the emergence of the
climate change problem. Intensive use of fossil fasources has clearly become one of the
major sources of these problems, as one of the mauses of atmospheric pollution.
Environmental protection and sustainable developrheme therefore become part of any

politically appealing solution for Europe’s enedallenges.

Both environmental concerns and dramatic cuts ppkes such as the one resulting from

Russia-Ukraine disputes have become an importambrfaf a major structural change is

!5 Daniel Yergin (March/April 2006), “Ensuring Ener@gcurity”, Foreign Affairs Volume 85, N°2, p.73.
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going to take place, both in terms of energy policygeneral and energy security in

particular.

But are these twin concerns strong enough to premmatjor and eventually costly changes?
Or this pressure to be environmentally friendlylwihly work in creating a political and
market pressure for less environmentally costlyrggnéechnologies? These billion euros

guestions are addressed as far as it is possithe ifollowing section.



2. EU Energy Security Policy

It is very clear that concerns for the environmand for security of energy supply have
been incorporated in the new energy policy adoptethe EU in March 2007. It aims by
the next decade and until 2020, to achieve a 2Q%ma@missions of greenhouse gas, and to
increase to 20% the share of energy from renewstleces and an qual increase in energy
efficiency — this has been labeled the 20/20/20cpdf The core strategic aims of this
policy were to guarantee a safe, sustainable aooatically competitive energy supply to
the EU. Who could oppose this? The problem of eoigsf these aims are indeed mutually

reinforcing or mutually exclusive.

Also as a more practical follow-up to the 20/20&fopted by the European Council in
2007, the EC proposed in November 2008 an actian, gheSecond Strategic Energy
Review: An energy security and solidarity actioarplcentred upon; first, diversification of
suppliers with greater control over production drahsport — this is aimed primarily at
promoting security of supply; second, promotion efergy efficiency — serving the
objectives of competitiveness and sustainabilitynigking more with less expenditure of
energy, reducing or at least stabilizing dependdrma outside suppliers — and promoting

home-grown renewable energy — serving the objestifeustainability’

Regarding natural gas the EU is largely dependem Russia, but there is already some
diversity of suppliers: 61% of EU needs in natyat does come from RUssia, but 24%
come from Norway, 18% from Algeria and 16% frorhest countries mostly in the shape
of liquefied gas. But of course in practiaed in the absence of a truly integrated EU-wide
energy markesome Eastern countries are totally dependanttofalagas from Russia, and

some Southern countries are equally almost totijyendent from Algerian gas. The case

of natural gas — which has been particularly irdemtce in the news — shows how a crucial

16 Commission of the European Communities (2007) M@winication from the Commission to the European
Council and the European Parliament — An energicyP@r Europe” http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 260 1:FIN:EN:PDF

70 plano de accéo apresentado pela Comisséo EarepeNovembro de 2008 intitula-se “Second Strategic
Energy Review: An EU Energy Security and Solidafittion Plan” e tem cinco pontos fundamentais: 1 -
promover a construcao de infra-estruturas de t@tesp2 - conferir maior importancia a energia redacdes
externas da Unido; 3 - aumentar as reservas egtatéde petrdleo e gas natural e promover a cagéer

dos mecanismos de resposta a crises energéticpsprhover a eficiéncia energética; 5 - melhoraso dos
recursos energéticos da Unido.
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part of the solution would be a truly integrated-tidle energy infrastructure and market,
with a truly integrated management strategy. Thisomething that depends solely upon the
political will to do so of EU Member countries. Ibtthe focus of EU policy has

concentrated on the external dimension.

Energy security is a growing concern in the exteaction of the EU. In its 2008 report the
EC states categorically that “energy must be gihenpolitical priority it merits in the EU's
international relations, including its trade poliagd agreements, its bilateral partnerships,
cooperation and association agreements and pbliieéogues®®. This is clear in the
priority given by the EU in pursuing this aim tocieasing substantially imports from
different producers. The EU is currently planningdio so in particular by increasing the
ability to import natural gas from the Middle EaSgaucasus and Caspian regions, through
new pipelines like Nabucco. The EU in the personESDP High Representative, Javier
Solana, calls for “genuine diversification, bothterms of sources and transit routes. (...)
We all know that excessive dependence on one sooneeexport route, or one company
creates vulnerabilities. And vulnerabilities arsoairce for instability™.

The 2008 EC action plan advances with the needuiid lransport infrastructures in the
Baltic, Caspian and Mediterranean Sea. The creatica network of pipelines will allow

securer supply from the Middle East and the Casyagion is “one of the security priorities
of the Union®. Nabucco in particular became a symbol of the EWwpolicy to ensure

greater energy security. It would transport gasftbe Caspian region to Austria, through
Turkey, Bulgaria, Romania and Hungary. Beginningarstruction is due in 2011 through
an international consortium created in 2804 would have 3,300 km, and cost 7.9 billion
euros. Also the ITGI would link Turkey to Greeceldtaly, while the Trans-Caspian would
go under the Caspian sea between Baku and Turkmsyenblae latter would be particularly

important to ensure EU access to Central Asiaruress.

'8 Commission of the European Communities (2008) M@winication from the Commission to the European
Parliament, the Council, the European EconomicZaaal Committee and the Committee of the Regions —
Second Strategic Energy Review: An EU Energy Sscarid Solidarity Action Plan”http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 2G0@B1:FIN:EN:PDF

19 Javier Solana (2009), “Remarks at the Southerni@wor+ New Silk Road Summit” at
http://www.consilium.europa.eu/uedocs/cms_datalpoessdata/en/discours/107599.fldét access:
16.05.2009).

20 Commission of the European Communities (2008) m@minication from the Commission to the European
Parliament, the Council, the European EconomicZaaial Committee and the Committee of the Regions —
Second Strategic Energy Review: An EU Energy Sacarid Solidarity Action Plan”http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 2G0fB1:FIN:EN:PDF

21 http://www.nabucco-pipeline.com/
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All these pipelines, as well as the existing onemfrBaku-Thilisi to Ceyhan clearly
represent an attempt to reduce dependence fromaRwsgoing round it. Moscow naturally

opposes this both for economic and power politieakons.

Energy security would seem to be directly and wbj@matically correlated with an
increasing number of gas pipelines coming to the Bblwever, diversity of supply routes
may not be economically sustainable and, even nmopertantly, it may not significantly

increase EU political room for maneuver.

More pipelines do not automatically mean more ensegurity in the kind of linear logic
that the EU seems to be adapting in promoting thesjects — perhaps it is a another case
of policy-makers trying to make things clearer tharh to gain political support. Instability
in an increased number of transit countries addexisting energy security concerns.
Additional measures and costs to secure these oetes have to be taken into the energy

security equation.

More importantly, the proposition that an EU morepéendant upon gas export from
Turkmenistan and Uzbekistan as supply countriegd,canturkey as a transit country — all
these new pipelines that carefully go around Rusdiago through Turkey — would be any
less vulnerable to outside political pressure u&ngopean energy dependency seems very

questionable.

Turkmenistan and Uzbekistan are to a large degrderuMoscow’s economic, political and
military clout as is shown by the fact that thes®e tountries have not be able to make a
clear commitment in the Prague summit of 2004 te Mebucco project. Would this
fundamentally change if the latter was built? Thare strong reasons to doubt it. Security
concerns for the local regimes in Central Asia wikhkke a great deal of dependence from
Moscow very likely in the foreseeable future, reless of the what the EU does, and at

least as long as post-Soviet authoritarianism nesniai place there.

This is evidently not an argument for an unconcgraiitude towards greater coherence of
EU energy security policy. It is however, an argaméor conceiving it in a more
realistically diversified way and with less of ahsession on Russia, not least because the

alternatives to it look geopolitically very fragile

Furthermore, in this discussion it is importanb&ar in mind that transit countries have less
economic incentives to keep consumer countriesibapipan do producing countries — as
the example of the Ukraine shows. Naturally, theefashare of the profit is much smaller

than that of export countries. Turkey’s and the c@aus dependency from the EU in other
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areas may make this an unrealistic scenario. Butdecuts in supply as a result of tensions
in relations with the EU may well be enough to @asisme concern in Europe.

The big alternative to the Nabucco project — theitBdStream pipeline, as well as its
northern brother aptly called North Stream pipelinghlight a key aspect of the current
state of affairs in EU energy security policy. Diésprepeated calls for solidarity and
coherence in energy policy, they both signal theeabe of any mandatory principle in this
area, at least until the ratification of the Lisbtreaty, as well as an absence of a consensus
among some of the more important EU countries ckggrthe best way to achieve energy

security?

The EU is clearly seeking alternatives to excesdagendence on one potentially unreliable
and politically unsafe supplier of natural gas, Reissia. However, some countries within
the EU — like Germany — are primarily seeking tmidvexcessive dependence on a
problematic transit country, namely the Ukraine.th¢ same time Russia is trying to also
do the latter, i.e. avoid Ukraine as a problema#iasit country for its gas exports. This is
the reason why there was common ground betweendWoaad Berlin to go ahead jointly
with the North Stream Project now led by the for@erman Chancellor Gerhard Schroeder
asChairman of the Shareholders’ Committee. From ther@n and Russian point of view,
reflected in the opening statement of the offievebsite of the North Stream company this
is a way of “linking Russia and the European Unianthe Baltic Sea”, therefore this “new
pipeline will be an important factor of energy setytin Europe.

The South Stream Project is equally led by Rus&amprom, in this case, in partnership
with Italian ENI (naturally absent from the Nabucconsortium). South Stream aims to
build a gas pipeline from the Russian Black Seatcoader water to Bulgaria then through
Serbia to Hungary and through Greece to falBulgaria has also sign-on to the project,
but Italian involvement was as essential as Gerimaslivement in North Stream.

This shows that it is not widening that has presdrdeepening of a joint EU energy policy,
if that is indeed the result of these gas pipetir@ects. A point this paper finds needs to be
at least properly debated. What is clear is thateths no clear-cut new, old EU divide in
energy policy. Older EU member states, big foundmegnbers like Italy and Germany may
feel more comfortable negotiating with Russia tlsame new Eastern member states, but

22 Cf. specific references in Article 176a TFEU.

2 http://www.nord-stream.com/eflast access: 12.01.2009).

24 http://www.gazprom.ru/eng/articles/article27150nsht
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this in not a general rule, as the case of Bulgar@aws.

For the future energy security of Europe new pipasias part of a more sustainable and
more diversified gas pipelines network is of greaportant. The problem is that it is not
entirely clear that all these projects can co-exasd not all of them — most notably the

North and South Stream projects — are consenssedly as enhancing EU energy security.

Naturally a significant change in the future baki€ energy sources driven by endogenous
change in energy technology within the EU wouldelsen more decisive. In particular what
role will different sources of energy play in autg EU energy mix will be crucial to know.
What will be the role that renewable energies Wwél able to play? Will new and more
efficient ways of exploring traditional energy rasces like “clean” coal be found and, quite

possibly, a new generation of nuclear power plasatbuilt?

The 2008 action plan does give particular imporata renewable sources of energy and
greater energy efficiency. However, the fact the £20/20/20 plan sounds ambitious to
energy specialists, does tell us that the EU waNéhto rely very substantially on energy
imports for the foreseeable future unless theredaaenatic unforeseen improvements in
technology from these new sources, or if there lsaave and robust investment in a new

generation of nuclear power plants.

Currently, renewable sources of energy in the Eldespond to 9% of the total. To reach
20% by 2020 would require more than doubling tiat.do this a policy of subsidies and
direct public investment will be needed to makettha@sition to a more sustainable energy
paradigm economically manageable. According ta20@8 EU energy action plan “in order
to establish appropriate financing mechanisms ler massive development of renewable
energy at EU level, the Commission is working witle European Investment Bank, the
European Bank for Reconstruction and Developmedtaher financial institutions to set
up the above-mentioned EU Sustainable Energy Fingrnitiative to mobilize large-scale
funding from capital markets for investments in rgyeefficiency, renewable energies, the

clean use of fossil fuels and combined heat ancepéwm renewables in Europe's citiés”.

But in view of all of this, what then are the praat policy conclusions that can be reached

regarding EU energy security? This is the thenheffollowing section.

25 commission of the European Communities (2008), “Gummication from the Commission to the European
Parliament, the Council, the European EconomicZaaial Committee and the Committee of the Regions —
Second Strategic Energy Review: An EU Energy Scarid Solidarity Action Plan”http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 2G0fB1:FIN:EN:PDF
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3. Recommendationsfor EU energy security policies

A more coherent EU external energy policy wouldcotirse be desirable and safer. The
problem for the EU is how to achieve, at what cegtp will pay, and perhaps most
controversial of all, who are our best friends alro terms of energy security. This section
will try to compete with the highly detailed, highlechnical advice given in a number of
studies and reports to the EU. Rather it will tffacus on the aspects most relevant for the
issue of new/old EU division and the question & tleepening of ESDP and the future of

enlargement and neighborhood policy.

Diversification not ConcentratioriThe key aim of a EU diversification policy shouldt be

to pick and choose one project over another, bumake sure that they all contribute to a
collective EU pool of energy sources. Thereforevauld be a major mistake to make the
Nabucco project into as the make or break queskionthe deepening of EU energy

security. This would not be diversification but centration.

Above all because it is far from clear that sugbr@ect would fundamentally change the
harsh political reality of EU natural gas depen@efrom unreliable and politically fragile
suppliers and transit countries. Central Asia dr@dG@aucasus can hardly be seen as reliable
alternatives to a problematic Russia, becausedh®go evidently linked to it, good or bad,
their relationship to Moscow in terms of energyws#g and others is essential. More
importantly, reliance upon Turkey as a transit ¢guor Middle Eastern oil or gas is hardly

any more reassuring.
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Engage and Enlarge to draw in Producing and Trai@uuntries.Energy security should

be a major factor in promoting a credible ambitipadicy of greater engagement through
the neighborhood policy and the Union for the Mewtdnean and Eastern Partnership for of
the EU in its Eastern and Southern border countBegause, of course, the other great
source of gas and above all of oil for Europe teraktive to Russia is the Mediterranean
and other Middle Eastern countries. Here Europeamnological edge as well as attractive

assets for sovereign investment funds may welligeoan important bargaining chip.

A successful integration of Turkey into the EUwadl as a growing involvement of the EU
through the neighborhood policy in the Caucasusthadstrategic partnership with Russia,
would be major factors in reducing European ensegyrity risk?® The increasing strategic
importance of Turkey for European energy secustyadransit country shows that it is not
primarily the 2004/2007 wave of enlargement, butsside or impossible future
enlargements, in particular the EU-Turkey relatiopghat will be vital in the development

of EU energy security policies.

If, however, Turkey feels its right to full EU meemship is being unfairly denied, or even if
negotiations for future integration stall signifntly, then the possibility of an even more
difficult EU relationship with Ankara than with Mosw may quickly become a worrying
reality. This more pessimistic scenario seems gpdssible given the current political
context with the 7 June 2009 European electionsvstypthe strength of Right and Far-
Right parties often hostile to Turkish membershRpissia should also be seen as having
legitimate commercial interests to defend, andfeorteshould be made to address them in a

de-politicized manner.

Give markets a key a role in securing energy ataaceptable priceThe question is to
secure a sufficiently reliable supply of energwatacceptable cost. Of course, this requires
a continued effort to produce adequate regulat®toancrease effective integration of the
EU energy market and its efficiency. May be not thié pipeline projects now being
proposed can be economically viable at the same. thot all renewable energy sources
will survive the test of economic viability, aftan initial start-up period requiring some
degree of State support. And it may well be theecgsen growing demands that different

projects can go ahead at the same time. But masketsparticularly cost considerations

% This has, of course, not escaped experts. SeKatigka BaryschTurkey’s role in European energy
security (London : CER, 2006).
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cannot be completely excluded from energy secuaatgulations.

However, it is essential to make sure that markesiderations are also allowed by other
State actors outside of the EU to indeed play a.rdhe EU needs to develop clear
mandatory guidelines of reciprocity in particularanergy investment, so that the EU does
not accede to a participation in decision-making profits of energy companies in the EU
to foreign national without the same being allowed energy producing companies
overseas. This should even be enlarged as farssshpmto a EU directive making sure that
foreign investment in the EU coming from energyducing countries, particularly from
sovereign funds, has a corresponding effect in soamd practices in those countries

regarding European co-ownership of local companies.

Integrate and regulate markets within the EU anthaut. The EU should strive to increase
the transparency, predictability, solid instituédimation and regulation of the global energy
market. This should be done by building upon bugo asignificantly improving and

upgrading the linkages between the existing sysiEmajor Western energy consumers at

IEA and major energy producers of oil in OPEC.

The EU because of its multilateral nature, traddiopolicy of engagement with the BRICs
and Mediterranean and Middle Eastern countrieduditg Iran, and technological edge,
could play a vital role in energizing this crucespect of global energy security. More
integrated global institutions including consumeaspducer and transit countries would
have much to be desirable, particularly by inclgdimew major energy consumers like
China, India or Brazil and new energy producersCentral Asia, or Africa and Latin

America, as the best guarantee against temporasis @nd energy disruptions in any

particular region.

Energy is a European but also a global challerus, dnly a robust international energy
regime and organizational structures can guarartersyy security at a global level, and this
is the only normatively and realistically desiraBldution in the longer term to avoid any

specter of resource wars over energy.

Fund new solutions but review, revise and reseametiepth.A lot of money is needed to
fund this transition in energy technology that eyénd dispute. However, it is far from
simple to guarantee that funding will go to thehtemlogies and projects with the greatest

potential. Periods of transition are inevitablyipds of uncertainty.
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What will be crucial is for the EU to promote highality basic academic research in the
generic field of energy without necessarily forcimgmediate linkage to practical
applications. Major innovations often do not comenf projects which started with

immediately obvious practical applications.

A European Energy Research Institute— with a ceptoke but affiliated institutions across
the EU — could significantly increase the ability ¢ontinuously think in-depth in an
integrated European way on all these problems.

Speak at one voic@lo less essential be would an organ that wouldaguee a good follow-

up and critical reporting on energy research awctinelogical developments, so it has to
trace and diffuse best practices and avoid insistarpon failing initiatives because of
political concerns. A stronger body than the curtenergy Market Observatory would be
needed, namely a European Energy Agency that wmeilable to act effectively and not just
observe. It should also provide high quality progts of problems and possibilities to EU

decision-makers.

Above all the Energy Commissioner should be, dsascase with the Trade Commissioner,
the only voice speaking for EU in energy policy imernational negotiations. Only be
uniting and deepening institutionalization of itseegy policy and of ESDP more generally
can the EU hope to counter the continuous los®wofral over vital energy resources in the

last hundred years.

Do not pick an enemy, pick a solutioh.serious crisis with Russia may well become an
energy security problem, but growing tensions aithe Middle East from Israel to Iran
may prove more challenging and harder to solvenditacountries like Turkey or the
Ukraine may well prove as troublesome. The quesifomho will the bad guy in the film of
EU energy security should not be a matter of agnexpscript. The main concern of the EU
should be to ensure it responds in a collectivelyesive way, making sure that no one will
be able to coerce any one country of the EU usireggy dependency as a weapon. The EU
also needs a robust rapid reaction force to detgraamed threat to vital security sources
and routes. This can hardly be improvised. DeepgeBi8DP is therefore essential for EU

energy security.
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Real Energy Security starts within the EMore gas pipeline are not a replacement for a
real European energy security policy. This woulguree first and foremost a change within
the EU, conditioned only by an absence of collecpwlitical will, for more investment in
more infrastructures and better regulation andtutginal frameworks in order to create a
fully functional fully integrated European energyamket. A truly integrated European

energy market in terms of regulation and infragtreess will be a much more secure market.

This is also an argument for a significant incraasée ability of the EU to import liquefied
gas and refine different types of oil from differgrarts of the world, and store significant

amounts in increased strategic reserves managediitegrated EU-wide way.

Policies aimed at significant gains in energy cove®n and in diversifying sources of
energy not just suppliers are vital. From this poinview the EU official 20/20/20 strategy
may seem ambitious in practical terms, but it isodtely indispensable.

Prepare for the worst case scenarigesource wars should not be seen as unavoidable.
Should the latter occur in some shape or formMrluglle East is the likely place for them to
(again) take place, as arguably was at least pauityin, at least the first Gulf War of 1991.
Then the US and its European and Arab allies gteednthat Saddam Hussein would not
control Kuwait and potentially the whole of Arataad therefore by dominating the largest

oil producing regions of the world excessive levetontrol over the global oil market.

Could the EU do the same with ESDP in 20097 Claaosty Does it make sense to think of
energy security without an EU ability to act rolysmilitarily, even if necessarily in
conjunction with allies like the US, in such a Vitagion for its energy security? Probably

not.

A serious EU energy security requires a credibbriso ability for military action overseas.
This is naturally not an argument for the EU tdhfigesource wars. But the EU may well
not have the luxury of that choice. Moreover, thedible use of robust force may well be
needed to deter aggressive action contrary to EUrgg interests for instance in the field of
energy. Therefore energy security cannot be seghrétom ESDP. Containing and

preventing threats is essential to avoid securigrscnamely in the field of energy.
(ver notas em baixo — parte 3)

There is in security generally a state of deniabEhy Member States regarding what would
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be demanded from the EU in a major crisis requirangobust autonomous European
military intervention — and if one is to occur, tha conflict affecting vital energy supplies
would be the most likely candidate. And yet thesean official aim of ESDP — far from

being realized even in the relatively modest shap¢he headline goal — of creating a

European expeditionary rapid reaction force of 60.8greed upon in the Helsinki summit.

CONCLUSION

There can be no doubt that energy security is profdhe EU agenda, certainly because of
great concerns with the matter in the new Easteemibers of the EU, but no less certainly
not exclusively in the new member statd. is also clear that the EU does have very high
guality documents and experts on energy security. Vi8Il the EU be able to contribute

significantly towards a better, more effective andre secure way of obtaining energy for

Europe? As all good questions, there is no simpieckear answer to it.

An energy secure solution for Europe would havadcommodate different concerns from
different parts of the EU, all in the end pointiimgthe same direction of diversification of
sources of energy and energy imports and growifigezicy and conservation but without
sacrificing the comforts of the European social aadnomic model. Or will a future energy
crisis force a more painful change? The EU 27 idagdy a difficult place to find a

common vision, as the disputes over what new gasipes to build show.

Not denying these difficulties, one of the main temions of this paper is that a truly
integrated successful EU energy policy is againndake founding moment of the creation
of the ECSC and EuroAtom in 195the fundamental area for the future of European
integration. Energy will be vital in the future agdeopment and sustainability of the

European economic and social model and may be @ean coal and safer better nuclear

%" Energy security tops Czech Presidency agedeActiv.com(last access: 7 January 2009).
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energy will again prove vital energy solutions tioe EU.

Energy was always at the heart of modern induségahomies from their very origins in
the so-called Industrial Revolution. The IndustRavolution was fundamentally an Energy
Revolution using a fossil fuel — coal — to produlkbeough new technology, namely steam
engines, extremely cheap and enormously powerfalggn This and other methods of
producing cheap, readily available, very efficiamergy have been both literally and
figuratively powering the continued sustained gtowtharacteristic of contemporary

economies since the early Nineteenth Century.

Two centuries later the question being faced glgbial whether this model, of cheap
abundant energy powering the economy is still susbde via a new technology revolution
providing effective energy solutions to maintaire tivestern way of living or at least
allowing change in a gradual and relatively paisiegsy. This problem is naturally felt with
particular urgency by the EU, integrating some ted tvorld’s most developed and most
energy demanding economies, in a region mostlyidesiosignificant energy resources — if

we except coal, which will have to be the casel antiean solution for using is found.

The solutions proposed by specialists and EU pofloguments have been both very
detailed, technically informed, and fairly straifgimvard, with a particular emphasis on
diversification of sources of energy by increasimgestment in renewable energy as well as
in diversifying suppliers of key energy resourcié® loil and natural gas. The countless

billion euros question is — will this work, will hbe enough?

This paper contends that in any case the EU wideton27 in 2004/2007 has had no
detrimental impact in energy policy deepening, eathe opposite. It is true that at EU of 27
has created in this, as in all policy areas thigmial for additional difficulties in strategic
coordination between so many States. Yet in théexifip area of energy security, this paper
claims thatEU enlargement has made deepening Europeanizatichis crucial area of
energy not lesvut rathermore likely Newer member states, like the Baltic countries, o
Poland, feel particularly vulnerable and have tfoeee been pressing with particular
insistence for the need for integration of policesl greater European solidarity in securing
energy supplies. The fact that Poland made itspanee of the Lisbon Treaty conditional
on inclusion of an explicit energy solidarity claus the most evident example of this.
Moreover, further EU enlargement to Turkey coulghgicantly reduce EU energy security

risks.

Despite this growing support for an EU energy sécwagenda as part of wider energy
policy, and the fact that some important guidelinasEuropean energy security have been
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made clear in official documents, many perceivergngolicy solidarity has not been
adhered to by crucial Member States, both old avd s this the case?

Again the policy towards Russia as an energy seppliovides a crucial test, with “old”
Germany and “new” Bulgaria providing clear exampbéghe willingness of EU states to
put what they perceive as their national economit energy interests above a principle of
EU solidarity, at least one equated with suppartlie Nabucco project. For now the appeal
to European solidarity in energy matters has nstd. Still it is not insignificant, and cannot
be seen as simple hypocrisy, that both the NortbaBt and South Stream projects are

presented by its EU promoters as in the wider @steof the Union.

There are also important institutional, strategic @apabilities gaps if the EU is serious
about pursuing its energy security guidelines. difeation of new EU institutions that might
provide greater continuity, coherence and actorm@dsurope in vital strategic matters is
partly dependent upon the ratification of the Lisbbreaty. The Lisbon Treaty would
moreover provide explicitly in its clauses for ahligation of energy policy solidarity,

therefore creating a potentially successful chgketo policies that violate it by appeal to
European courts. Still Lisbon would only partlysol in the normative and institutional

dimension — what is also a deeper problem of ldglobtical will.

Therefore the major problem regarding EU energyuség is not that there is any
disagreement about how vital the latter is forrmkémbers of the Unigmld and new, post-
2007 and pre-2007The major problem is the absence of a clearly agrepon plan to
which all member States feel committedTiois is an important integration gap in European

energy security that has to be solved.

If the EU proves unable to act together effectivelthis area then a failed European energy
policy — with our without the ratification of thadbon Treaty — will fundamentally weaken
the credibility, autonomy and viability of the El$ @an international actor; it will also
fundamentally affect the European economy, therakpiilar of European integration.

How to secure energy for the EU is therefore pai wider problem of transforming the
EU into a real international actor with the ability think, plan, and act strategicallyhe
dangerously embryonic state of ESDP may very wetloime dramatically visible in

securing European energy resources
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