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ABSTRACT

SECURITY OF ENERGY SUPPLY IN THE EUROPEAN UNION:
CHALLENGES AND SOLUTIONS

Beden, Ayse

Advanced European and International Studies
Adviser: Yrd. Dog. Dr. Ozgur Unal Eri

March 2009, 107 pages

This thesis is primarily concentrated on the ségusi energy supply in the European
Union. In this regard, it is comprehensively stegsthe main challenges which threaten the
energy security and its possible outcomes.

To ensure a better understanding, this study enassas the historical background of
energy, the lack of a common policy and the ovesakrgy situation of the Union. In

addition to these crucial issues, the tremendotisctsf of the main threats and the
relationship developed by the European Union memlvdth the supplier and transit

countries are mentioned as well. Furthermore, itigortant to note that all this study has
been supported by the official documents of theoRean Union, the different perspectives
of the various authors and the respectful websitésimation.

In the light of these highlighted factors, the mamrpose of this thesis is to ensure a
significant contribution to other related studies.

Especially, stressing to the basic and essenti@aros, it also aims to increase the public
awareness and to find relevant solutions regartfirsgssue.

Keywords: European Union, energy supply, security, energgueces



OZET

AVRUPA BIiRLIGI'NDE ENERJ ARZ GUVENLIGI:
TEHDITLER VE COZUMLER

Beden, Ayse

Avrupa ve Uluslararasi Caimalar Yiksek Lisans Programi
Tez Dangmani: Yrd. Dog. Dr. Ozgir Unal Eri

Mart 2009, 107 sayfa

Bu tez, esas olarak Avrupa Bfii icindeki enerji arz guverndi konusu uUstine
yogunlasmistir. Bu d@rultuda, enerji arz giver@ni etkileyen belli bali tehditlere ve
onun sonugclarina kapsamli olaralguhdmistir.

Daha iyi anlailmasi icin, bu catma AB icinde enerjinin tarihsel gecgmi, ortak bir
politikanin eksiklgini ve birligin bugiinkt enerji durumunu kapsamaktadir. Bu ana
hususlara ek olarak, arz guventi etkileyen ana risk ve tehditlerin neden gidweng ve
zararli etkiler ve AB Uyeleri tarafindan, tedarikg transit Glkeleri ile gedtirilen iliskiler

de deerlendirilmistir. Ayrica, belirtmek gerekir ki, bu tez icindekratirmalar AB'nin
resmi dokUimanlari, farkh yazarlarin @gk perspektifleri ve saygin internet sitelerinin
bilgileri ile desteklenmtir.

Alti cizilen bu faktorler dg@rultusunda, bu calmanin esas amaci bu konudakgedi
argtirmalara etkili bir sekilde katkida bulunmaktir. Ozellikle, konu ile iligtemel
endselere dginerek, bu hususta artan problemler hakkinda kafincimi arttirmayi,
uygun ¢ozumler bulmay hedeflemektedir

Anahtar Kelimeler: Avrupa Birligi, enerji arzi, guvenlik, enerji kaynaklari
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1. INTRODUCTION

Energy is a vital element for the natural cycle tbé world. Its sustainability and
accessibility are extremely important factors foe thuman beings to perpetuate their
survival. Therefore, the energy resources have rbecoonsiderably significant in the

humans’ daily lives.

To enlighten this fact, this study has essentialused on the crucial role of energy within
the European Union. Additionally, to ensure a betiederstanding, it specifically
highlights the uprising concept of the securityeokrgy supply and rigorously stresses the
possible measures to ensure and to consolidateithisssue. Accordingly, it is important
to note that, at the basic sense, the securitynefgy supply is to provide the safe and
secure transfer of energy from producer to the wmes countries. In accordance with this
basic statement, it is obviously clear that engutire security of energy supply has been
one of the main priorities of the Union. Since, aolays, almost all of the members suffer
from the limited indigenous energy production catya@and high level of import
dependency; the concerns toward the security af émergy supply have been accelerated.
Moreover, it also relevant to highlight that duetbh® high dependency to the unstable

areas, their political and economical security lbesn also under a serious threat.

Furthermore, as well as these key points aboutdhisial issue, the main five primary
energy resources should also be listed. Accordjritblse are oil, natural gas, solid fuels,
nuclear energy and recently the renewable energyon them, the most predominant
fuels are oil and natural gas. In this regard,dfiag¢e actors which possess abundant oil and
gas reserves have become the main actors in tamational energy market, international
economy and international politics as well. Forstheason, the competition between
different states from different regions to gain #uoeess to the energy resources is one the
main priorities of the international political aedonomical agenda, as well as those of the

EU. To that end, this thesis aims to find out cashpnsive solutions to the following



guestions: What are the main threats of the EWsirsly of energy supply? And what are
the possible measures that EU should look forntetmine these problems?

Additionally, to ensure a better understanding, Bugopean Commission’s reports have
great contributions as well. Since they developmmrehensive and an intensive analyze
about the Union’s current energy situation andrtteen progress made toward this issue,
these reports were utilized as the basic referdncaments during this study’s preparation
process. In addition to these basic documents,réwige a deep and realist research,
various articles, comments and publications weredoout from different resources and

coherently harmonized.

In light of the foregoing, this thesis has beensisted of four main chapters. First of all,
the first chapter presents an overall overviewhe EU’s current energy situation by
stressing the historical background of the enengthé EU, the members’ attitudes toward
a common energy policy and the situation of the fivimary energy resources within the
Union. The study becomes more intensified in tteosd chapter due to the comprehensive
focus on the main risks and challenges of the gnsugply. In the third chapter, the main
aim is to analyze and to evaluate the crucial ieiahips of the EU member states with the
essential producer and transit countries. Findlg, fourth chapter is about the possible
measures to undermine the ongoing challenges acahiolidate the sustainability and the
security of the energy supply security within theidh. To that end, this thesis has been
mainly concentrated on the crucial importance & $ecurity of energy supply for the

European Union both in the short and the long-terms



2. ENERGY IN THE EUROPEAN UNION

2.1 THE HISTORICAL BACKGROUND OF THE ENERGY IN THE EU

Energy maintains an essential role to shape thriisSince many decades, the most
serious international crisis has been occurred tduéhe competition over the energy
resources. In this regard, the restructuring ofoparis a relevant example to prove the
essential role of energy resources over the psldid the history. It essentially pawed the
way for a new and great political and economicalstaction. Especially, in the early
years of the European Community, during the yedrthe European construction, the

constructive role of energy had been obviously nlese

Accordingly, it is relevant to stress that energys ha unifying feature for Europe.
Specifically, coal, steel and nuclear energy wheerhain elements of this unifying power.
These elements are the subjects of two importamtder treaties of EU; ECSC and the
Euratom Treaties. The ECSC was founded by the Fasaty in 1951. France, West
Germany, Italy, Netherlands, Belgium and the Luxeurg were members of that new
community. The main aim was to combine the coal ste@&l resources of the member

states to establish a coal and steel union.

The role and importance of energy has accelerapédcally after the Second World Warr,
in the Western Europe. As energy is one of the mnggbrtant parts of the economy, it was
essential for the reconstruction of the contindtérahe war. At that time, coal was the
most abundant energy source in the continent. M@ereacoal and steel were the main
products of the gun industry. Their indispensalasifons in the war industry and also for
the security of the continent necessity for the wadustries and the security of the
continent increased their importance vis-a-vis Hueopean leaders. Coal resources were
more abundantly positioned in Germany while stesl been more abundant in France.

These two big European states could not obtainngestsus and the production of these



two crucial resources caused a big disaccord. Thean Monnet recognized that by
establishing a coal and steel union, the probleet&d®en two countries would be avoided
and the absolute peace in the Western Europe wellgrovided. This objective was
modified in scope of the Schuman Plan which wasndhad by Robert Schuman- the
foreign ministry of France-. According to this pjanhigh authority would be responsible
of the coal and steel production (Matlary 199914p15).

The establishment of ECSC is the basis of the EaopUnion and it is a significant

example to demonstrate the efficient role of enémgghaping the international politics.

The coal dominance in Europe did not continue ty@l The coal consumption started to
decrease by 1955. At that time, Middle East stattedell its cheap oil to European

markets. And then, oil consumption had graduablytstl to increase and to replace coal in
Europe. At that time, most of the people believet the sectoral integration could bring a
fully integrated political unit (Matlary 1999, pgdl5). This idea became weakened with
the failure of two important initiatives; Europedefense Community and European

Political Community.

After these failures, the efforts for establishagvell integrated European unit continued.
Especially, the EURATOM and the European Economin@wunity were appeared as
successful initiatives to promote the Europeangiaton. Especially, the creation of the
Euratom Treaty was a new milestone for managingethergy issue and increasing its
efficiency in the union. At that time, oil was niotoadly consumed, the consumption of
coal was declining and in that case, the use of ribelear power seemed quite
advantageous. However, all the member states ve¢reompletely interested in the nuclear
issue. They had different intentions for signings ttreaty. To illustrate these different
intentions, cases of France and Germany are relexamples. France was quite interested
in the nuclear energy contrary Germany was not.m@ay was interested in the
establishment of a common market. However, it wadegtly aware of the necessity of

France’s support for achieving this long-term pldaihese different interests show how



there was a lack of common approach in the eneetyy, even at that time (Matlary 1999,
p.16).

The first main challenge for EU’s energy supplywé&g showed itself during the first olil

crisis. That was a quite bad experience for the t¥vesoil importer states. Due to the
embargo put by the OPEC members, western oil coasirsituation had been worsened
and they realized their high level dependency &se¢hcountries. For this reason, in that
time, Europeans had started to look for the newt®ols and efficient measures to

strengthen their situations.

These new efforts appeared for the first time 7419 uropeans agreed on some new
targets to lessen the bad effects of the high egdeddency. Besides, in 1980, they re-
launched new objectives to improve and to constditlzeir energy situations. These goals
had maintained more economical features compamnghtse of 1974. Among these
objectives, the essential focus was to take nepessaasures to prevent the high energy
consumption. They also highlighted that oil impostsuld be a big threat for the security
of energy supply. In this respect, efforts for reidg the high energy consumption started
to accelerate and the European Community achievethke some progress in reducing the
high level of oil imports. In addition, the Commims set new targets in 1986 which should
be achieved until 1995. According to these targ#is, shares of oil and gas in the
electricity production would decrease to 15 peraeritl 1995, the energy saving, together
with the energy efficiency measures, should be meodd the rise in the domestic
production would be promoted, the diversificatidnsappliers should be encouraged and
the energy networks ought to be developed (Belgre®&7, pp.185-187). All of these
efforts, since 1974, had been launched to avoichégative effects of the first oil crisis. It
is also relevant to mention that this first oilstsibecame a wake-up call for the Europeans

to take some urgent and efficient measures to pr@their security of energy supply.

The energy issue gained a new aspect with a natytréhe Single European Act. This

treaty has been considered as a crucial step ablesst a common market and to remove



the barriers for the free trade. However, this neiiative had not covered energy-related
issues. It has started to include them since 1888&hermore, another reform launched
within the scope of this agreement is about thést®tmaking procedure. The areas where
gualified majority voting system has been used vestended. And obviously, by this new
step, the members’ veto power was restricted aacegtablishment of a common energy

policy started to be encouraged.

In light of these developments, it is obvious tlaergy issue has remained as an efficient
tool over the Union’s integration policy. Due tcs itncreasing impetus, it has been
considered as a high priority both by member statesEuropean institutions. Recently, in
addition to these significant efforts, European @ussion published energy green papers
Towards a European Strategy for the Security ofr@n&upply in 2000 and A European
Strategy for Sustainable, Competitive and Securerdgynin 2006, to ensure a better
understanding about the indispensable effects efggnas a political and economical

means.

As is obvious, since the establishment of ECSQethave been gradual developments to

improve the energy sector and to ensure the sgaifrénergy supply in Europe.

2.2 THE COMMON ENERGY POLICY

As is very well known, European Union has 27 mensbates since January 2007. Each of
these member states has different agenda andcpblpriorities. These priorities have

usually aimed to ensure their survival. The fragraérpolicies and objectives complicated
the process to create common policies, especralépime certain areas, in the EU. One of
these problematic fields is energy. Its indispelesaffects on politics and on economy
have increased its importance both in the memlagestand in the Union’s agenda.

Energy is considered as one of the primary natipriatities by most of the member states.
Most of them consider it as a political, economigatl security oriented issue. Therefore,

these members refuse to be involved in any segousmitment which can damage their



interests in the future and they are also agalestany possible transfer of power to a more
supranational body in this issue. In that poing thain opposition is about to install a

supranational authority and, more precisely, tata@ common energy policy.

This situation has become more problematic espgceadter the fourth and the fifth
enlargement. In the enlarged EU, the national @stisrand the approaches toward the new
initiatives were diversified. Common interests totlly eliminated in some areas. As is
already stated above, energy is considered ascakttool for being a global leader in the
politics and in the economics. Moreover, these #ons have led an aggressive
competition between consumer states and produegessand automatically ignore the
importance of the common interests. Briefly, theréasing tendency toward the protection
of the national interests, the ignorance of the mom interests, the opposition for a
supranational authority and the obvious diversitynational interests prevent “to speak
with one voice”(European Commission 2006, pp.Bbtually, this expression is a quite
effective to provide a better understanding. Thetnddficult condition is to provide a full
coherence in the Union. Due to the reasons statethave, this coherence cannot be fully
and perfectly settled and members cannot speak améhvoice. Especially, the idea of a
supranational dominance on the national energyigsliis the main obstacle for providing
such coherence. They do not want to lose theiraatdan their national policies (Umbach
2007, p.11). For this reason, there is no consefsuthe creation of a common energy

policy and to speak with one voice.

It is clear that all member states have differgopraaches about the common energy
policy. Some of them are strongly against and sahéhem have more moderate
approaches toward this issue. However, unfortupatieé majority of the Union is totally

against to have a common energy policy. They doawoogpt a supranational authority in

the energy sector.

Member states and interest groups are the maimsaictdhe decision making process for

the energy sector. Both of them are quite inflladrdind effective actors for the creation of



an energy policy. However, despite the similar ofiyes, their focuses are generally
different. Member states have preserved the pioteatf their sovereignty and their

national policies as the main priority. On the othand, interest groups mainly focused on
their economical interests and their benefits usimay lobbying force. They are usually in

the form of companies and associations. Moreov@stmf these energy companies are
unified and established large scale frameworkshim form of federations. These are
Eurogas, Europia, and CEPCEO. The lobbying forcthe$e interest groups is obviously
efficient. They have enough power to contributéhedecision making process. Especially,
about the common energy policy, they can easilluémice their national governments,
according to their benefits, and shape the natianal more broadly the union’s policy

(Matlary 1999, p.95).

As mentioned above, it is quite clear that not ahly national interests of states but also
the interests of the specific groups affect théiatives and decisions in the European
Union. Creation of a common energy policy is onetloé areas in which they are
predominantly active. For this reason, despitectiramission’s efforts to install a common
policy in the energy field, almost all of the iaitives had failed and the community
authorities could not succeed. Among the commissiorarious efforts, the most
significant one was launched by the Maastricht fireln this treaty, they tried to put a
separate chapter for the common energy policy. Wewehis proposal could not succeed.
It failed because of the strong oppositions of memngiates (Matlary 1999, p.95). This
initiative is very significant because this is aail attempt to transfer an important share of

competence in this issue to the Union.

Despite the failed initiatives, efforts for a conmmenergy policy have continued. Some of
the members have especially insisted on it bectnesebelieve that the security of energy
supply can be perfectly ensured by a common poliowever, unfortunately, the different

priorities and interests among the member stagept to have an integrated approach for
the energy supply security. To illustrate, the ¢argf 20 percent for the renewable energy,

proposed by the EU Commission, became a contr@alassiue because of the concerns of



some member countries. According to this target;dbmmission proposed to increase the
share of the renewable energy until 20 percenhéntotal energy consumption, in 2020
(European Commission 2006, p.3). This is a serand detrimental percentage for some
members. However, most of the member states heaetead aggressively to this new
proposal because of their national priorities. Tike in the share of renewable energy will
increase its share in the electricity productiod #ms situation is considered as a threat by
the member states which produce the electricitynfitbhe nuclear energy and the coal.
These members are mainly France, Finland, Hundrodand, Czech Republic and Poland
(http://lwww.foeeurope.org/press/2007/coverage/Biwacenergy_spring_summit_070307.
pdf 2007). This opposition is a perfect exampledémonstrate why EU cannot have a
common energy policy. Unfortunately, these kindsaicerns are quite detrimental for the
Union and also for its security of energy supplythe member states do not take into
consideration these advises and propositions ofGbemission, they will not have a
common approach in this issue, the import dependavit not be decreased and the

security of supply will not be ensured.

2.3 ENERGY SITUATION IN THE EUROPEAN UNION

The European Union, despite its political and ecoical strengths, has a vulnerable energy
situation. This vulnerability essentially arisesrr three main challenges which are limited
energy reserves and insufficient indigenous pradogthe rise in the energy consumption
and the high import dependency especially for tesif fuels. All of these challenges are

the basic threats of the security of energy supply.

As is well known, there is not an equal and fastribbution of reserves throughout the
Union. Accordingly, some of the areas are in a nasheantageous situation than the others.
Especially, the member states which possess oilnatural gas reserves have relatively
more chance to strengthen their security of enesggply. However, despite these

opportunities, almost all of them cannot totallyanéneir increasing energy demand and



are highly dependent to the imports. So, it is obsithat each energy source has a different
situation. To illustrate, some of them are more mhamtly consumed or more abundant
than the others. However, some of them are morevey@ble for the environmental

protection while the others are more harmful.

To ensure a better understanding about the EU'sygregtuation, it is relevant to analyze

two important indicators; the share of energy sesitia the total consumption and the share
of energy sources in the indigenous production.ofdiog to the 2005 data, the share of the
solid fuels is 18 percent, the share of the oc@dgercent, the share of the natural gas is 24
percent, the share of the nuclear power is 15 peaed the renewable energy’s share is 6
percent in the total energy consumption (Morelld@0p.3). Otherwise, in 2003, the share

of the solid fuels is 22 percent, the share ofi®il6 percent, the share of the gas is 21
percent, the share of the nuclear energy is 2%peand the share of the renewable energy

is 12 percent in the domestic energy productiondfean Commission 2006, p.3).

As is clear, the energy consumption is higher thtfaa indigenous production in the
European Union. Especially, due to the limited resecapacity, the high oil and gas
consumption levels increase the vulnerability cf #nergy situation in the EU. Briefly,

each energy source presents different advantagedisadvantages.

2.3.10ill

Oil is not only an energy source but also an imgarpolitical and economical tool. It has
strong effects both on the producer and the conswoentries. Among all the energy
resources, oil is indispensable for the Europeaioitrit is relevant to stress that oil is one

of the most important instruments which influenttessinternational economy and politics

The dramatic price rises experienced in recent geand heightened awareness of the
role of hydrocarbon combustion to global environtaénchange, have returned
energy, and petroleum, to the centre of politicabate (European Commission

Directorate, 2007)
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This statement clearly shows how oil is indispefesand the change in oil prices affects

the international politics.

Specifically, oil has a special position in the &pean energy market. Due to the high oil
consumption in the transport sector, it is the preithant energy source in the domestic
production and consumption. According to 2004 diegtgarding the dispersion of sectors in
the energy consumption, the transport is in tret faink, the second one is the industry, the
third is the households and the fourth is the commméEuropean Commission 2006, p.3).
Especially, its large share in the transport sed@monstrates how oil is crucial and
essential for Europe’s future. Actually, since thereasing oil consumption cannot be met
by the indigenous production, the Union became &raed. According to the 2004 data; oil
production in the European Union was 145.12 mtaktha consumption was 645.85 mtoe
(European Commission 2006, p.3). This large gapvéxt the production and the
consumption shows how EU is dependent to oil ingotwtmeet its increasing demand. In
this regard, main oil exporter countries to the &@ Russia, Middle East, Norway, and
North Africa. Naturally, all the member states dax have the same dependency level to the
imports; some of them are more dependent whilerstaie less. To illustrate this situation,
it is relevant to stress the current situation @&rri@any, France and Poland. Germany’s
import dependency level is 97 percent, France'seddency level is 95 percent and
Poland’s dependency level is 98 percent. At thattpd is important to note that all these
three members import oil from different supplieGermany and Poland are highly
dependent to Russia. However, France’s oil imparésmore diversified. The significant
share of oil has been imported from the Middle East also from the North Africa. Their
share in total oil imports is 51 percent. The rermag has been usually imported from the
North Sea and Russia. The share of North Sea it &2opercent and the share of Russia is
about 23 percent (Geden, Marcelis and Maurer 2@0®). Furthermore, to avoid the
negative effects of the high oil import dependeribg, European Union favors an effective
and competitive access to the oil market by avgidiny possible volatility in the prices.

Beside this objective, EU also encourages the ksiatent of the security stocks to
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undermine  the possible destroying effects of the ppsu disruption

(http://ec.europa.eu/energy/oil/index_en.htm, 2007)

Nonetheless, even though it is not sufficient, éhare also a few domestic oil suppliers
which contribute to the Union’s overall oil prodigct. Among these suppliers, the United
Kingdom is one of the main domestic oil suppliersthe EU. Since the major oil fields

were discovered in the 1970s, most of the largeesirves are mature. The oil production
in these fields, reached to the highest level i891and then the production started to
decline. In 2000, just after one year, the decimehe production was about 7 percent
(zittel 2001, p.8). This decline in the productisma crucial risk for the European energy
security. If this decline continues, the UK will laenet oil importer in 2010. However,

according to some expectations, this bad situatiap arrive earlier than 2010. Some of the
experts believe that UK’s oil production will no¢ sufficient to meet the oil demand and it
will have to become an oil importer by the year @@he Oil Depletion Center, 2007).

Consequently, this decline in the UK’s oil prododatiincreases its dependency to the

external resources and relatively the concernstahelsupply security in the EU.

Another domestic oil producer country is Denmarknark’s energy situation has been
changed since the last decade. Contrary to the WKistion, it became an oil exporter
country. The discovery of the new fields especiallyhe North Sea is the main reason of
this progress. In 2003, its crude oil productiors\8@5 thousands of barrels per day and its
consumption was 188 thousand of barrels per dag. duite obvious that the overall oil
consumption is less than the total oil productibttp(//www.cslforum.org/denmark.htm
2007). This unique case has a great contributidh@dJnion’s energy security. Apart from
these two important producer countries; Italy, Gamg Netherlands are other oil producer
countries. But, none of them have the capacityxiwod. Besides, they should import to
meet their domestic demands. In Italy, the consionpxceeds its production. Its reserve
capacity which is approximately 750 mb is not eroty meet the total consumption. For

this reason, Italy is very much dependent to theteraal sources

12



(http://www.cslforum.org/denmark.htm 2007). Similar Italy, Germany is also another
important oil producer in the EU. Its proven oilseeves are approximately 367 mb
according to the 2006 data. However, despite iseres, Germany still depends on
additional oil imports, as well as Italy (http://wwcslforum.org/italy.htm 2007). The
situation is almost similar in the Netherlands.ri@esixth biggest oil consumer in the Union
cannot meet its growing demand by its limited reserapacity. Thus, it is desperately
dependent to the external resources (http://wwiaiesh.org/netherlands.htm 2007).

Finally, it is quite obvious that none of these @stic producers in the EU possesses
adequate reserve capacity to meet the EU’s oveitallemand. These limited oil reserves
and high level consumption increase the EU’s depecyl to the external and mostly

unstable oil suppliers and considerably weakerEtis security of energy.

2.3.2 Natural Gas

Similar to oil, natural gas has a significant imygetin the European energy market.

Especially, consumers have an increasing tendevegrt the use of natural gas. In 2004,
its share in the total consumption was about 28r@gnt. It maintains the second largest
share in the total consumption after Huropean Commission Directorate General for
Energy and Transport 2006, p.12). According toesimations, each year, there will be an
increase of 2.4 percent in the natural gas consompt the EU. Unfortunately, contrary to

this high consumption, there has been a signifidantine in the production capacity in the

EU. Especially, main natural gas producer countiresthe North Countries, which possess
large gas fields in the North Sea, and Netherlakidsvever, due to the maturity, the gas

production capacity of these areas has a tendendgdrease. Especially in the North Sea,
the oil production reached to its highest capaitit2001 and it has being decreased since
that time (Hitzfeld 2007). In this regard, unlikeetconsumption, between the years 2004-
2005, the fall in the production capacity of thertdoSea was approximately 5.8 percent.
Despite this fall, in the same period, the risdhe total gas consumption was about 2.9

percent in the Union. Among the member states,rSgstonia, Portugal, Italy, Greece,
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Lithuania, Austria and Hungary experienced the nubysimatic rises in the natural gas
consumption. On the other hand, the natural gaswuoption decreased significantly in
Finland, Luxembourg, Sweden, Denmark and BelgiumtHis regard, the main gas
producers in the EU are United Kingdom, Netherlaf@=nmark, Germany, and Italy and
with a small size; Hungary and Poland. All of thesppliers, except Denmark, suffer from
the decline in their gas production. However, titeasion is different in Denmark. In this
country, the gas production increased by 10.8 peioe2005, comparing to 2004 (Jimenez
2007). Obviously, such a decrease in the produatEpacities is a big concern for the
Union’s security of energy supply. More the indigas production capacity decreases
more the EU’s dependency to the external resouncegases. Among them, Russia is the
biggest natural gas supplier with a share of 25eyer Apart from Russia, natural gas has
been also imported from Norway and Middle East a. Wwhe share of Norwegian gas in
the total EU’s gas import is 15 percent and thahefMiddle East is 14 percent (European
Commission 2006, p.24).

Moreover, among the indigenous suppliers, Unitenighlom is the biggest gas producer in
the European Union. Its production is about 100 Ipanyear. Its reserves are generally
mature and they do not have large capacities. Bssitie production of UK is in decline
and has become gradually more dependent to theriegpaas. According to the
estimations, if this trend will continue as in tgd&K will have to import 80 percent of its
needs in 2020. Especially, in winter, because efbhd climate conditions and the need of
heating, the demand for the imported natural gagases. The main reason of this increase
is that most of the European consumers prefer #teral gas as the main source of the
electricity production. This preference relativelgreases the demand for natural gas in the

country (Parliamentary Office of Science and Tedbgy 2004, p.1).

Another important EU producer is Netherlands. lthis second large natural gas producer
in the European Union. Netherlands has 1.45 milli@ proved reserves according to the
2005 data. The natural gas production increasech fRB903 to 2004 by 15 percent
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(http://ec.europa.eu/energy/energy_policy/doc/faess/mix/mix_nl_en.pdf, 2007). The
main resource of its production is the GroningegldziDue to its maturity, it has a limited
production capacity. However, to ensure the suahdlity and the continuity in the gas
production, there are also smaller fields whichtabate to the overall domestic gas
production. Their main problem is their limited gdrztion capacity. They already reached
to their maximum production level. This situatiohtbe Groningen and the other smaller
fields is a serious obstacle for the Netherlan@ds groduction (Clingendael Institue 2004,
p.10-11). In this regard, the maturity and the tedicapacity of the Dutch gas fields will
threaten, in the future, the energy supply secusityl increase the level the import

dependency for the natural gas as well.

Denmark is also another significant actor for thedpean Union. Unlike other indigenous
producers, in Denmark, the total gas productidmdber than the overall gas consumption.
Thus, Denmark is indispensable for ensuring therggnsupply security in the Union

(www.cslforum.org./denmark.htm 2007).

Apart from these main domestic actors, there ase sbme other slighter gas producers.
For instance, Germany possesses approximately €r@m of the world gas reserves.
Consequently, its domestic production cannot meetconsumption. 75 percent of its
consumption has been imported essentially from iBumsd Norway (www.cslforum.org
/germany.htm 2007). This situation is similar the other small gas producer countries.
One of these producers is Italy. Similar to Germata}y’s domestic gas production cannot
meet its overall consumption and therefore, Itag to import a big amount of gas from the
external producers. Its suppliers are two Meditexam Countries; Algeria and Libya, one
Nordic country; Norway and also Netherlands and sRugwww.cslforum.org/italy.htm
2007).

It is quite clear that the domestic suppliers canatally meet the growing gas demand in

the EU. The rise in the gas consumption and theedee in the production capacities of the
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gas fields complicate the energy security issue thnelaten the security of the energy
supply in the Union.

2.3.3 Coal

Each energy source has a different situation irEldeThe coal has a historical importance
for the Union. It is one of the main elements & BCSC. This historical factor increases

the importance of the coal for the Union

Germany, United Kingdom, Spain, Poland, Czech Ripublovakia and Hungary are the
main coal producers in the EU-25. Especially, ttth fenlargement had significantly
contributed to the coal production due to the largal reserves of some new member states
like Poland, Czech Republic, Slovenia and HungdHwever, among them, Germany and
Poland are the major coal producer countries irElH€IEA Clean Coal Centre 2004).

Germany, being the largest coal producer in the $sesses approximately 7.5 billion
short tones according to the 2005 data. In thahttgucoal has been mostly used for the
electricity production. This role consolidated thasition of coal in the German economy.
Despite its large reserves, 19 percent of the total demand cannot be met by the
domestic production. Therefore, Germany is depentiethe coal import from different

producer countries, as well (www.cslforum.org/gemgnatm 2007).

Similar to Germany, Poland has also a significamt erucial position in the international
coal market. It is the seventh largest coal produtéhe world. In Poland, there are three
main productive areas for the coal production. €hm® Lower Silesia, Upper Silesia and
Lublin (IEA Clean Coal Centre 1998). The accession ohsubig coal producer country

to the Union is a big advantage to incredsedomestic production.

The coal’s contribution to the EU’s security of emesupply is a real dilemma. As is well

known, its abundance in the Union is a big advantag the European consumers. They
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can access to this abundant fuel by a cheaperasidravay than oil or gas. Additionally,
since it can increase the dependency to oil andngaarts, it may substitute the natural gas
in the electricity production. Such a substitutieill also decrease the electricity prices
because the coal is cheaper and more abundann#taral gagIEA Clean Coal Centre,
2007).

On the other hand, even though it contributes & dscurity of energy supply, there are
some other concerns about the environmental protecfs is clear, the environmental
protection has an increasing importance in thermat@nal politics. The climate change,
the greenhouse gas emissions, the change in thiegead balance are the main
environmental problems. In this regard, there isnareasing concern about the use of coal
because of its COemissions. These emissions are the biggest chabefor the climate
change. These increasing concerns about the useabfinfluence the decision-making

process and the energy mix of the members.

However, there are new initiatives to make the coate efficient and convenient for the
security of energy supply in the European Union.tHis respect, EU highlighted two
important new technologies in the recent energye@r@aper. In this document, the
European Commission stressed that the carbon eaphat the geological storage can be a
significant and efficient options to eliminate thearmful gas emissions (European
Commission 2006, p.12). These technologies caneve apportunities to revitalize the

share of the carbon in the total consumption.

2.3.4 Nuclear Energy

The use of nuclear energy is a very important aotlpmatic issue in the European Union.
As in the coal situation, it has a historical sfgeince. The Euratom Treaty had

strengthened the position of the nuclear enerdlyerunion.
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Similar to coal, the use of the nuclear energy hath advantages and disadvantages. Its
main advantage is that it does not contain the fudrgases and it has a significant

contribution to the environmental protection.

On the other hand, the use of the nuclear energalsa some disadvantages. The concerns
about the nuclear energy are not very recent. Therr®byl Accident and its effect are still
on the agenda. This accident showed that how th@ithe nuclear energy and the nuclear
centrals can be dangerous and harmful. Apart frtsmnegative effects, the European
Commission highlighted the importance of the nucleaergy to ensure the European
energy security in its communication: An Energy i&olfor Europe. The EC strongly
mentioned that each member has the right to chibeseelevant energy sources for its own
energy mix. However, if the countries choose tothsenuclear power, they should strictly
obey to the ‘nuclear safety’ priorities set by tReratom Treaty. In addition to this
condition, the document has also focused on théeauevaste and the decommissioning
issues. EC favored a new initiative at the comnyulatel to deal with these two issues
(European Commission 2007 p.17). Actually, thespsprove how European Commission
endeavors to avoid the concerns for the nuclearggnand to increase its share in the

energy mix of the member states.

In parallel, the member states have different agghtes about the use of the nuclear power.
France is the strongest supporter of the use ohticéear power. The main reason of this
support is the high share of the nuclear powetdsrelectricity production. In addition to

France, United Kingdom and Poland also supporhtieéear energy. They consider the use
of the nuclear energy as a good option to deal with challenges against the supply
security and the climate changes. However apam tieese countries, Germany decided to

cease the operation of the nuclear centrals (G&d@rmcelis and Maurer 2006, p.6).

As is clear, there is not a common approach allmutise of nuclear issue. However, even

though there is not a consensus, all the courghesild respect the priorities concentrated
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on the security, nuclear waste and the decommisgjodditionally, it is important to
note that a legally binding rule should be launcakdut these priorities.

2.3.5 Renewable Energy

The renewable energy has an increasing importamicéhé European Union. Especially
after the oil crisis in the 1970s which causesghee volatility and high dependency for
the gas imports, member states realized that theyld take some additional measures to
deal with these challenges. Renewable energy igrafisant way to fight against these

problems.

The renewable energy is consisted of the solarggn&ind power, hydro energy and the
biomass. These sources have great contributionsheo security of energy supply.
Especially, the solar and hydro energies and timel wower can be domestically produced
and decrease the import dependency to the othés. fllee biomass was launched as an
option to replace oil especially in the transpattsr (European Commission 2006, p.34).
So, if oil can be substituted by the biomass, thisans that the oil dependency will
significantly decrease and this will be a big sssc® ensure the security of energy supply.
Therefore, European Commission looks for the nevasuees to increase the share of the

renewable energy in the total energy consumption.

Each member state focuses on different sourcetiefrdnewable energy. To illustrate,
Germany focuses more on the wind energy and thee polwer while France and Poland
concentrate more on the biomass energy and the@hyder(Geden, Marcelis and Maurer
2006, p.6).

As is mentioned above, each energy source haseattfadvantages and disadvantages for
the Union. However, unfortunately, due to the défe reasons, all of them have different

! For further information; please see: Chapter IotuBons for Ensuring the Security of Energy Sypplthe
EU
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obstacles and this situation complicates the ensimation in Europe. Especially, the
limited capacities of the oil and natural gas resgrand the high level import dependency

for these fuels increase the risks and challengethé security of energy supply.
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3. THE SECURITY OF ENERGY SUPPLY: RISKS AND
CHALLENGES

As is a well known concept, security is the esserigictor for each political being; states,
international and intergovernmental organizatidnsleed, it is a crucial factor for their

survival as well. It should be guaranteed in teohgolitics, economics and military to

ensure and even to strengthen their position initkernational scene. In this respect,
different factors determine their positions anceetfftheir security. Among these different
and various factors, energy is one of the maininlgivorces affecting the security of the
political being, especially, those of the stateRegarding this issue, the main focus is
concentrated on the concerns about the securitgnefgy supply which is enormously
important both for national and international po#t Basically, the security of energy
supply is to provide secure transfer of energy Bepgrom producer to the consumer
countries. It is obviously clear that this is a g@icated and difficult process. It is mainly
related to the internal energy market’s situatitse, political stability in the producer and
transit countries, the stability and the transpeyeof the energy prices and also the

dialogue with the main energy actors.

It is crucial to mention that energy situation i from one country to another and from
one region to the other. The most distinctive eleisi®f the state’s energy situation are
their production capacity and their dependencylléveéhe external producers. Therefore,
the security of energy supply, being a priority &xch consumer, is an outcome of these
elements. The bad experiences in the internatiemalgy markets, the unexpected oil crisis
and their negative outcomes have brought this isstiee top in the EU’s political agenda.
Its domestic production capacity, growing demardeivergy and high import dependency
both have seriously threatened its supply securiteaddition to these main challenges, the
lack of a common approach in this issue is anothajor problem. All of these factors

prove how it is important to ensure the securityeoérgy supply in the EU. In this regard,
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there are two main questions to ensure a bettegratahding about the energy situation in
the EU. These are:
i) Is the European Union’s energy situation really fragile and vulnerable situation?

i) What are the main threats and risks?

The answer for the former question is quite cléaris already mentioned in the previous
chapter, each energy source has different probkemsdisadvantages which threaten the
general energy security. For this reason, the valkty of the EU’s energy security is
quite obvious. Actually, both of the questions arerrelated. The fragility of the EU’s
energy situation arises both from the domestimfacand also from the possible threats and

risks. Therefore, to enlighten better tigsue, the security of energy supply concept ded t
possible risks and challenges should be betteyzewl

3.1THE DEFINITION OF THE SECURITY OF ENERGY SUPPLY

There are different approaches and explanationsecoimg the security of energy supply.
The basic and clearest approach toward this corcapbe interpreted as “...security of
supply essentially as a strategy to reduce or heids that derive from energy use,
production and imports” (Egenhofer 2006, p.5).

The European Commission strongly accentuated theiseof energy supply issue both in
the Green Papers published in 2000 and in 2006s€ltvo documents have proved how
the security of energy supply is important and etsakfor the European Union. Especially
in the green paper published in 2000, the Eurof@anmission stressed the fragile energy
situation and the EU’s high dependency to the aesteznergy suppliers. The Commission
has also highlighted the basic factors to promlogeenergy supply security. According to

the same document;

security of energy in the energy field must be gddo ensuring, for the good of the
general public and smooth functioning of the ecopomthe interrupted physical
availability on the market of the energy productspices for all consumers (both
private and industrial), in the framework of thejedtive of sustainable development
enshrined in the Amsterdam TrefBuropean Commission 2006,p.10).
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From these definitions, it is obvious that the dastwhich prevent the access to the energy
resources and damage the stability of the energggare the main threats for the security
of energy supply. To protect the domestic consurfrers the possible risks and energy
crisis is essential for an enhanced energy secigyecially, energy crises are considered
as one of the main critical challenges for the comex states. These are mainly, the gap
between the demand and the supply positions ierkegy market, the sharp price changes,
the supply disruptions because of the physicalnecucal and technical risks and the
unexpected growth in the supplZlingendael Institute 2004, p.36n this regard, it is
relevant to highlight the 1973-74 oil shocks anel Russian-Ukrainian gas disputes which
caused tremendous impacts in the internationalggneiarket are the recent examples for
this kind of crises. Even though the former hagdaimpacts, the latter has more serious
outcomes for the EU. It is considered as a mileston the Union because of its crucial
effects on the European consumers and also onatti@nal politics of its members. After
this crisis, the European consumers started tosfouare attentively to the security of

energy supply issue.

3.2 THE RISKS OF THE SECURITY OF ENERGY SUPPLY

The security and the risk are actually two partsa aohedallion. These concepts are quite
interrelated. It is possible to mention that séguran be ensured through eliminating the
risks. Especially, in the energy field; the seguot supply is very much affected by the

different type of risks.

The author Christian Egenhofer clearly cites thenntgpes of the risks, in his article:
Integrating Security of Supply, Market Liberalizatiand Climate Change. According to
the author; risks can be classified as the shart snd the long term risks. The short-term
risks are usually unexpected events which causesuipply disruption like the weather
disaster, sudden political crisis, and technicabpgms. However, the long-term risks are
more predictable and long-lasting problems like ghe between the demand and supply,
the unavailability of the resources because ofdbk of investment and the problems in the
infrastructure (Egenhofer and Legge 2001, p.4).
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Besides to Christian Egenhofer’'s arguments, teergpaper ‘Towards a European strategy
for the security of energy supplies’ classified tis&s under four main pillars; the physical
risks, the economic risks, the social and the emwirental risks. According to the same
document; the physical risks should be analyzedti@permanent and temporary risks. The
permanent physical risks occur usually when thelgpecton of an energy resource come to
an end. This is exactly what European Union hageapced today. Its limited oil and gas
reserves are sharply declining and European Uneaarne more dependent to the external
resources. This is one of the biggest concerng/timtathe European Union concerning its
security of energy supply. The temporary physiésks are related to the unexpected
political and economical events, geopolitical pesbs and the environmental or the natural
damages (European Commission 2000, p.64). The enengis between Russia and
Ukraine in January 2006 is a clear example forttbmendous effects of the physical risks
in the energy supply. During the crisis, Europeldawt receive enough energy supplies

and this had caused serious damages in the entrggian of most of the members.

Additionally, apart from the physical risks, them@ also economical risks which affect the
security of energy supply. They have usually cotre¢éed on all the economical and
financial dimensions of the energy supply. It igportant to note that upon this kind of
risks, the price is the main determinant. The shaitpe changes affect the consumers
negatively. The high import dependency for the ifds®ls, especially for oil and natural
gas, makes the prices more dependent to the waalttahand worsens the supply and
demand balance in the energy market (European Cssioni 2000, p.64). Its high oil and
gas dependency especially to a few suppliers isegethe risk of disruption. The two main
giant suppliers are Russia and OPEC. Their priomeghanisms highly affect the security
of energy of the EU.

The sharp changes in the oil and gas prices argedans for the producer and the
consumer countries. The decline in the energy prace harmful as well as their rise. For

most of the producer countries; the energy exmourie of the main revenues. For this
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reason, a sharp decline in the energy prices dantafirectly their economy. On the other
hand, as well as the producers, the consumersisasatfer from the decline in the prices.

Above all, low oil price is a real danger for thé@mpanies. It is not easy to provide the
sustainable production for these companies becafisthe high cost of production.

Therefore, they cannot meet their cost of prodactiith the low prices. Apart from these

outcomes, decline in the oil prices has anotheatneg effect. The oil and gas prices are
interrelated. For this reason, the decline indhgrices can directly cause the decline in
the gas prices and this situation increases thes rad the threats in the economy
(Clingendael Institute 2000, p.39). It is quite mws that the change in the prices have
negative effects on the energy sector. For thisamait is reasonable what Christian
Egenhofer supports in his article. According tohaut the prices should stand at a

reasonable and a sustainable level (Egenhofer 2085,

According to the Green Paper, other risk groupgteesocial and the environmental risks.
It is obvious that energy is vital for the coundgrignd for this reason any disruption in the
energy supplies can cause a domino effect. It &ffealitics, economy and the social life as
well. Moreover, any kind of the environmental aetitlike in the Chernobyl disaster, the
harmful gas emissions polluting the air and dan@gie climate like the C{gases can be

considered as environmental risks (European Cononi&00, p.65).

Apart from these types, there are also domestks.ri¥hey essentially cover all the
problems relating to the indigenous energy productiand the infrastructural and
technological capacity. Especially, EU suffers frahis kind of risk. The limited gas
storage capacity, the insufficient oil and gas pmtidn, the problems in the gas and
electricity networks are some examples for the ddimerisks in the EU (European
Commission 2000, p.65).
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3.3 THE MAIN CHALLENGES FOR THE SECURITY OF ENERGY SUPPLY IN
THE EU

All of the risks, explained above, have direct efffeon the security of energy supply.
However apart from these risks, there are four rohallenges in the EU which threaten its
security of energy supply. These challenges are;

1-Limited indigenous energy production and higiport dependency,

2- The reliability of the energy suppliers

3- Problems in the energy infrastructure,

4- Lack of a common approach in the energy field.

3.3.1Challenge I: Limited Indigenous Energy Production and High Import
Dependency

As is considerably evident, EU has suffered fromlimited indigenous production and the
high import dependency. Nowadays, EU members’ ipsliare essentially focused on the
threats arising from the high import dependencysi&dly, these two challenges are
interrelated. It can be relevant to stress thatdtter is the outcome of the former.

Unfortunately, there is not a direct and proporiotink between domestic energy
production and domestic consumption. For instarstece 1998, each year there is a
gradual rise in the energy (European Commissioreddorate General for Energy and
Transport 2003, p.1). However, the limited domegtioduction cannot meet such an

increasing demand for energy resources.

Actually, even though EU suffers from the limitetbg@uction capacity, its geographical
location is a great chance for the Union. EU isated in a very special area. It is
surrounded by two major energy producer countriehvare Russia, Norway and also it
can access easily through two important transitntias, Turkey and Ukraine, to the
Caspian, Central Asia and the Middle East reseivéms also the chance to access to the

Mediterranean and North African reserves. Its gaplgical proximity to these regions
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increases the opportunity of supplying from différeesources. Relatively, this situation
directly develops the appropriate conditions fae #nergy imports. Today, EU’s energy
dependency is around 50 percent but unfortunaaelyording to the expectations, this level
will increase to 70 percent in 2030 (European Cossiain 2006, p)3The main reasons of

this dependency are the high oil and the naturslcgasumptions. Their shares in the total
energy imports are 80.2 percent and 54.5 perceantoffean Commission Directorate

General for Energy and Transport 2006, p.12). leuntlore, the worst point is that EU has
supplied its needs from two main cartels; Russth@REC. The share of OPEC is about 51
percent in the total energy imports (www.globaldmomd.edu/energytrends/eu/3/
2007).This data proves how EU is dependent to tiesatries. In addition, Russia has
also, especially for the gas, a strong positioEumope. It is the main gas supplier to the
EU. Its share in the total gas import is 36.7 petrce

(http://ec.europa.eu/dgs/energy_transport/figumekptbook/doc/2006/2006_energy_en.pd
f 2007). These data clearly highlight that the imptependency is an inflating challenge
for the EU. Being dependent especially to a fewpiaps worsens the current fragile

situation.

Despite the concerns toward such a dependensynidtieasy to reduce the oil and natural
gas consumption in the short-term. The main rea$anis obstacle is their strong positions
and dominance in many sectors. The highest enengguenption is in the transport sector.
In 2004, its share in the total energy consumpti@s 30.7 percenthttp://ec.europa.eu
/dgs/energy_transport/figures/pocketbook/doc/200@32 energy_en.pdf 2007). The oil is
the predominant energy source in this sector aadtibstitution of oil with another fuel is
almost impossible (Egenhofer and Legge 2001, piig efforts for reducing the oil
consumption seem quite difficult. As is developedhe last chapter, the use of renewable

energy can be considered as an alternative to aseitbe oil dominance in this sector.
This challenge directly affects the security of rggyesupply and its relative elements. It

should be highlighted that “security of supply has equally important constituent parts:
physical availability and price(lEgenhofer and Legge 2001, p.Bhe physical availability
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and the stability in the energy prices are majemants to enhance the security of energy
supply. Notably, the access to the resources la@gtices of the imported fuels can be
easily affected by the political and economic cleenm the supplier countries. It is also
possible that the supplier countries can increlasgtices of their fuels or cease the supply
and cause a physical disruption. Especially, trengh in the prices can have a very large
and destructive effect. They can even cause anoegorcrisis in the consumer countries.
In this respect, it is considerably clear that siégwf energy supply has close links with
the physical availability to, especially, oil andsgreserves and the stability in the prices.
Possible problems either in the availability ortle prices directly cause serious supply

disruption.

On the other hand, even though EU has faced wélsénious challenges, EU has also the
chance to diversify its energy suppliers thankigst@eographical proximity to the different

producers. This is crucial advantages to decréeeseetative risks and threats.

In conclusion, there are serious outcomes of tmitdd energy production and the high
import dependency for the EU’s sustainable enenggply. However, there are also
possible solutions to deal with these challengeshils respects, the diversification of the
energy resources and the energy routes shouldrizdened as one of the major solutions
to enhance the security in the energy supply.dfEk) is able to diversify its suppliers, the
EU can avoid the high import dependency to OPEC Rnssia and have the chance to
choose more secure and reliable suppliers. Consdguéhe serious damages of these

challenges would be eliminated.

3.3.2 Challenge II: The Reliability of the EU’s Enegy Suppliers

As is highlighted in the previous section, Europésmon has suffered from the high
import dependency. However, unfortunately, in ddditto this problem, there are also

increasing concerns about the reliability of thepmier countries. There is not a
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consolidated and sustainable stability in mosttefsuppliers. Almost all of them suffer

from their own domestic problems.

EU’s main energy suppliers are Russia, Norway, diéidEast, Gulf Countries, North
Africa and Mediterranean Countries. EU also focusasthe energy resources in the
Caspian Basin and in the Central Asia.

Among them, Russia and the OPEC are the biggeandilgas suppliers. They possess the
biggest shares in the total energy import. Theseldeof dependency show how these
suppliers have strong position in the European ggnenarket. However, these two big
giants represent the biggest threats for the dgcafienergy supply in the EU as well.
Their strong positions have two main negative owies for the security of supply. First of
all, Russia and most of the OPEC countries, Inag, INigeria, Libya, and Indonesia, suffer
from different political and economical problemsieTdomestic stability cannot be totally
ensured in these countries. For this reason,veiyg risky to import the oil and gas from
these countries. Their supply can be easily inpted because of the internal problems of
these countries. Second negative outcome is tlegt tave large political and economic
effects on the consumer countries. As it is obJipatear, energy is a vital issue in the
national and international context. Countries whipbssess large energy reserves
automatically obtain significant political poweifhis fact is clearly effective in Russia and
OPEC. These two main suppliers have economicalty @olitically benefited from their
large energy resources. Actually, they are notngtrenough in the political and social
fields however their large oil and gas reservesidhrinem directly to the top of the
international agenda. These two energy giants li@eower to influence the decision-
making process of their consumer countries. EsfpedRaussia demonstrated its power in
the Russian-Ukraine gas dispute.

On the other hand, even though most of the prodementries are not reliable, EU has still
one quite reliable and stable supplier; Norway.Ww&y, being a member of the IEA, has a

quite reliable, stable and transparent energy seBtesides, the interconnection of the
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Norwegian gas and electricity market with the Ewap gas and electricity market
strengthened the dialogue between Norway and EUwea.org/textbase/nppdf/free/
2000/Norway_compO02.pdf 2007).

Consequently, concerns about the stability andehability of the energy suppliers are one
of the main challenges of the energy sector in Ekke Diversifying the suppliers and
increasing the numbers of the reliable producemt@s should be one of the EU’s

objectives to ensure its security of energy supply.

3.3.3Challenge llI: Problems in the Energy Infrastructur e

The infrastructure is quite important to ensuredbeurity of energy supply. Any problem
in the infrastructure can cause a short or longrelisruption in the energy supply.
Especially, the European electricity and gas maHheast inflated the importance of the
infrastructure for the EU. An enhanced and develap&astructure is urgently required for

strengthening the energy security and reducingisikeof disruptions.

The infrastructure is considered as one of the nchiallenges because of the current
serious problems. Nowadays, one the main goal$ienlnion are to establish a well
functioning electricity and gas networks. Howevedue to the infrastructural
insufficiencies, serious problems occurred in theggems and threaten the sustainability
of the electricity and gas market. In additionytltannot still completely ensure the third-
party access to the market through non-discrimmyateays, the interconnection of the
national markets are not still completed, therestittsome areas which are not integrated
to the European electricity and gas networks, thregestion and the bottlenecks problems
are not solved yet and finally there is not neagssaestment to improve the internal and
the cross-border infrastructural developm@hiropean Commission 2007, pp.4-S)hese
are the general problems concerning the infrastractin this regard, it is relevant to

analyze the problems in the electricity and gasstfucture separately.
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Basically, in the electricity infrastructure, theam problems are the low interconnection
levels in some areas, the congestions and theshettks. In the European Union, there are
four main interconnection levels. The highest iob@nection level are between Denmark,
Sweden, Austria, Belgium and the Netherlands orother hand the lowest interconnection
level is between United Kingdom and Spain. Thised#nce prevents to have an integrated
and perfectly interconnected electricity markettie EU. Relating to these different

interconnection levels, the threat of congestiors lappeared. The main risk of the
congestion is that it makes the prices higher. phee of the interconnections increases
when there is congestion. This was mainly expeddnbetween France and United
Kingdom, Denmark and Netherlands (European Comaonis€irectorate-General for

Energy and Transport 2002, p.27). The risk of tbetlénecks is another challenge for this
sector. In Europe, there are seven major areasewthere are bottlenecks. These are
between Denmark and Germany, in Ireland, in Unké&agdom, between Belgium and

Netherlands, between France and Spain, in Italy ian@Greece (ec.europa.eu/energy
/electricity/florence/doc/florence-8/pres-infrastture.pdf 2007).All of these challenges are

the main obstacles for the internal gas and thetredgy market.

Additionally, the gas sector also suffers from thé&astructural problems. The main

challenge in this sector is the increasing demandhfe gas. This situation is an obstacle
for the gas network capacity. Today, it is quitéisient to meet the demands for the gas
however tomorrow it is not certain if the gas natigowill be able to meet the increased
demand for the gas. Furthermore, even though tkesestrong and well-interconnected a
gas network in the EU, there are still two memlbvdngh stay out of this network. They are
Finland and Greece (European Commission Directdatgeral for Energy and Transport
2002, p.33).

As is previously mentioned, these challenges angortant obstacles for the European
energy infrastructure. A developed and strengthesrextgy infrastructure is crucial both
for the effectiveness of the European gas and radiégt market and relatively for the

sustainability of the energy supply as well. Weltablished electricity and gas networks
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decrease the risk of disruption in the energy siftecture and improve the security of

electricity and gas supply in the Union.

3.3.4 Challenge IV: Lack of a Common Approach towad the Energy Suppliers

In the European Union, there are fragmented appesatoward the common policies.
Especially, most of the concerns have been coratedtron the creation of a common
energy policy. Most of the member states are rehicabout transferring their national
dominance to a supranational authority. They wanpreserve their energy policy as a
national interest. This approach is the basic aepinof some of the member states.
However, unfortunately, these members are not aofattee negative outcomes of the lack
of a common energy policy. This is a big challefmyethe security of energy supply in the
EU. Itis a serious obstacle to ensure a cohemthtefficient approach within the members
in this issue.

European Commission has also highlighted this prolih the latest energy green paper. It
has mainly focused on three main elements. Theeetle security of supply, the
competition and the environmental protection. Adaog to this document, all of these
elements are interrelated and have a significargagh on the EU’s energy policy
(European Commission 2006, p.4). Especially, toehavcommon policy in the Union,
these elements should be highly respected. Howeduerto the different national interests
and national priorities, there is still not a commenergy policy. Recently, the most
significant effort about the creation of a commarergy policy is the unratified draft
constitution. In the draft constitution, they trigal put a separate chapter for the energy
policy. This was an important step for the creatbra common policy. According to this
document; the energy issue should be under thedltampetence. If this treaty had been
ratified, the energy issue would not have beenxatusive national policy. Therefore, this
step was a quite important initiative for the EU

(mail.foeeurope.org/activities/convention/conventarticle.htm 2007).
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Regarding these failures, the efforts toward a compolicy have weakened. However, as
the concerns towards the energy security have heangased, some of the members began
to change their approach toward a common energicypolhey began to realize its
negative outcomes. They have started to experigrate¢he lack of an integrated approach
increases the threats for the security of energyplgu Therefore, the lack of a common
energy policy is one of the main challenges ofghpply security. The main reason is that
when there is not a common policy and when theeenat necessary binding rules, they
can pursue their own priorities and can presered thwn interests than the community
interests. To avoid such a situation, member statesuld have a common policy.
Especially, for decreasing the import dependeriey appropriate measures should be taken
at the community level and they have to be bindifigis argument does not refer to a very
strict common policy however at least in some dpeand basic issues; member states
should be coordinated and undertake their commgworesibilities. Decreasing the import
dependency, increasing the use of the carbon trels,fdeveloping the bilateral dialogue
with the producer countries at the community levd#creasing the excessive energy

consumption should be considered as basic andfigpgoials of the common energy

policy.

In conclusion, the lack of a common policy is blgstacle and makes EU’s energy situation
more vulnerable. Especially its negative effectshon security of supply are obvious. For
strengthening the energy the supply security, tbemmoson energy policy should be

encouraged by convincing the member states orogtiye outcomes.

As it is highlighted in this chapter, there arefeliént risks and challenges affecting the
security of energy supply in the EU. Especially timited indigenous production and the
high import dependency are the main threats folEtden the energy issue. In this respect,
the situations of the main energy suppliers anasttaountries and their dialogue with the

EU should be analyzed for ensuring a better unaledatg.
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4. THE EUROPEAN UNION’S SUPPLIER AND THE TRANSIT
COUNTRIES: CRUCIAL RELATIONS

The geographical location is a crucial factor fbe tEuropean Union to determine its
weakness and strengths. In some cases, its lochtiogs significant advantages and
increases its strengths. Regarding the energy isedsisue, the EU’s proximity to the
various suppliers and transit countries has beasidered as a major advantage to affect
its security of energy supply. Major suppliers dRessia, Norway, Algeria, OPEC
members. Main energy transit countries are Turkely\dkraine.

4.1 RUSSIA

Energy resources are essential factors to detertimenstate’s politics and its position in the
international environment. The most significanample for such a situation is Russia.
This country has experienced a fast and consideracbnomic recovery since the
dissolution of the USSR. This process especiallgelecated after 1999, with Putin’s
presidency. The large oil and natural gas resdpeeame the main factor determining the
Russian economy. Due to its vast natural gas ahdRossia became one of the most

powerful states in the international politics.

In addition to its large reserves, Russia’s geglgical advantage has brought an additional
advantage to this country. Its proximity to the @as and the Central Asian reserves
increases its importance for the consumer countBegh the western and the eastern
consumers, the European Union, China and Indigharenain competitors over the Russian
energy sources. Among them, European Union is @ie competitor. EU’s fragile energy
situation and its high oil and gas import dependeimmcrease the role of Russia for the
European Union. However, the Russian position enEaropean market has started to be
guestioned because of the increasing concerns dheigecurity of energy supply in the
EU.
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4.1.1 The Energy Situation of Russia

As is mentioned above, oil and natural gas are s$wategically important for Russia.
Russia is one of the main oil producer countrieshm world. Its oil reserves are quite
important for improving its economy and for beimgeigrated to the world’s oil market.
According to the BP statistics, the proven oil resecapacity in Russia was 72.4 tmb at the
end of the 2004 and 74.4 tmb at the end of the 2B0parallel with oil reserves capacity,
the oil production also increased by 2.7 percertivéen the years 2004 and 2005 (BP
2006, Statistical Energy Review).

A large share of the oil production has been exgbtd Europe and to the East Asia. The
revenues of these exports are crucially importanttfie Russian economy. In 2006, 70
percent of oil was exported and the remaining armaewas used both for the domestic
consumption and the refinery sector. They use eithe pipelines or the railways for

exporting the oil to the consumer countries. Usyaliey use the pipeline for the European
consumers and the railways for the Asian consuniersnain consumers in the EU are
mostly the Central and Eastern European Countrieshnare Germany, Poland, Hungary,

Czech Republic and Slovakia (www.eia.doe.gov/enafsgiiRussia/Oil_exports.html 2007).

However, despite its large reserves, Russia sufifens the problems in the oil sector. The
main problem is the financial incapability. The maiil company; Rosneft has financial
problems and is not able to support and develomé#we oil projects. In addition to this

problem; in the oil sector, the technology is noffisiently developed as well. Russia
suffers from the lack of a modern technology anifigent equipments. The research and
the exploration process necessitate technologialeloped infrastructure and modern

equipments (Monaghan and Montanara-Jankovski 20@6).
These problems threaten the future of the oil pctdo in the country. Even though the oll

production is less than the gas production, itstinaity and its sustainability is vitally
important for the Russian economy and also fopal#tical power as well.
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In addition to the oil production, there is alsoitguarge natural gas production. It is
relevant to mention that the natural gas is thennemionomic and political tool of this
country. Russia has the largest natural gas resemvine world. Beside, at the same time,
Russia is also the main gas producer and expartérei world. Most of the gas production
has been provided by three main fields which arengoy, Yambourg and Medvezh.
Approximately 70 percent of the total natural gas lbeen produced by these fields.
However, the productivity of these fields is not asfficient as before.
(http://www.eia.doe.gov/emeu/ cabs/Russia/Natursl@el 2007. Therefore, Russia
started to focus on the new gas fields to guaram$efiture gas production. Apart from
these areas, other fields are located mainly inMest Arctic, Far East and in the Eastern
Siberia. Especially in the West Arctic; the Karaldhe Barent Seas have high potential for
the future Russian gas supply. The Rusonovskod anshgradskoe fields in the Kara Sea
and the Shtokmanovskoe field in the Barent Seasemnt the largest natural gas production
in these areas. Apart from these fields, the Sakiaka represents a huge potential for the
natural gas production in Russia (www.eia.doe.goele/cabs/Russia/NaturalGas.html
2007).

Additionally, even though Russia has the major gaslucer, there are some problems in
this sector as well. The essential problems arentag&urity of the fields, their limited
capacity, and the centralized structure of the tryuand of the energy market, the
dominant position of Gazprom and the lacks in tifeastructurghttp://www.eia.doe.gov/
emeu/cabs/Russia/NaturalGas.html 2007).

As is clear, even though there are large and ptodugas fields in the country, most of
them suffer today from the decline in the produttiviFor this reason, Russia looks for the
new fields to ensure the stability in the gas potidim. However, strongly related with this
issue, there is a big problem in the Russian itnatural system. There are not sufficient
means to explore new fields. The infrastructuredeesmore technological and financial

support for being developed. However, there are sé¢sious problems in the gas delivery
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system. Pipeline is the main way to deliver the tgathe different region. Unfortunately,
pipelines are not well developed; almost all ointhare old and need to be modernized in
Russia. In this situation, Russia needs urgentlyeteive enough financial support to

improve its infrastructure (Monaghan and Montanankovski 2006, p.20).

Another challenge is the low gas prices in the ddimesector. The low price in the
domestic market is a disadvantage for the econamimtion of Russia. Even though
domestic consumers can be satisfied by these lmegithe Russian economy has suffered
from this policy. The domestic revenues decreasenaatically when the prices are low
and thus when the revenues are low, the requiresbairfor the investments cannot be
provided. It is not an advantageous and attraditteation for the investors. It is obvious
that all these points are interrelated and formicgous circle. Besides, as is mentioned
above, Gazprom and the Russian government aimctedse the production and for this
reason they are looking for the exploration of legv fields. However, they need financial
support for the new explorations (Thumann 2006748). For this reason; a rise in the

domestic prices can ameliorate the financial Sinadf Russia by the increased revenues.

The centralized structure of the Russian governraadtthe situation of the Gazprom, the
main energy company in Russia, are big obstaclethécountry. The Russian government
having 51 percent of the company’s share has @& langl considerable influence on the
Gazprom. Therefore, the interests of the statethednterests of the Gazprom have been
usually crossedThumann 2006, p.7). Gazprom is primarily respomsfldm 90 percent of
the total gas production and the total transpamatietworks. This vital position makes the
company the main decision-maker in the gas sedwhnson 2005, p.271). Gazprom is
especially dominant in the Central and Eastern jgirdn Bosnia-Herzegovina, Estonia,
Finland, Macedonia, Latvia, Lithuania, Moldova aBlbvakia, the Gazprom is the only
supplier and they are dependent 100 percent to rGazpApart from them, Bulgaria
imports 97 percent of its gas from Gazprom, Hungarmyorts 89 percent and Poland 86
percent of their gas from Gazprom. In the EU-15;sta’s dependency is about 40

percent, Germany’s dependency is 36 percent, $atiépendency is 27 percent and
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France’s dependency is 25 percent to Gazprom (Thaor@@06, pp.7-8). Obviously, these
percentages show how Gazprom predominantly contin@lsdomestic production and the
pipeline networks. It is also important to notetthi@is dominant situation prevents the
integration of new companies to the market and thighe biggest obstacle for a

competitive market.

The vulnerable and fragile energy situation of nudshe European countries, due to their
high gas import dependency to Russia, has beerrierped once again by the Ukrainian-
Russian gas dispute. This crisis occurred in tlariuary 2006 when Russia cut the energy
supplies to Ukraine. The main reason of this ciss the Russian offensive energy policy.
To increase the benefits and to strengthen its oambiposition, Russia increased the gas
prices and then, Ukraine refused to pay these asea prices. To punish this country,
Russia used its stick policy and cut the gas. TWas an unpredictable and tremendous
shock for Europe, as well. Most of the Europeanntdes had suffered from serious gas

disruptions.

This event is a perfect example to prove the ingya¢ of the energy resources for the
Russian foreign policy. Russia can easily intervienthe consumer countries’ politics and

to their decision-making policy due to its predoamhposition on their market.

4.1.2 EU-Russia Energy Dialogue

As is clearly mentioned in the previous section,iEtthe main consumer of the Russian oil
and gas. According to the 2006 data, 44 percegasfand 30 percent of oil are imported to
the EU-25 from Russia (Piebalgs 2006, p.2). Thiswam shows how Russia has a crucial

position in the EU's energy market.
The relation between the EU and Russia cannot plieed by the one sided dependency.

To clarify this situation, it is relevant to memiaghe reciprocal benefits. In this respect,

Russia has a crucial role to meet the Europearggriimand. However, European Union
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is also essential for Russian economy. EU, havitegge market with a growing demand
for energy, is vitally important to increase th@aeues in Russia. In addition to this fact,
the EU’s economic and financial abilities are otbercial factors to demonstrate the EU’s
importance for Russia. These are beneficial meansimiproving the Russian energy
infrastructure. As Russia is not self-sufficient this issue because of its financial
deficiencies, it considerably requires technololgerad financial support (Schuett 2004,
p.6). Consequently, the mutual interests of bothigm highlight the importance of a

bilateral dialogue.

The necessity of a bilateral dialogue was alsogeized by the both parties and it was
initiated in 2000. This dialogue focuses on fourirmgoals. These are destroying the
monopolistic market structure and liberalizing Rassenergy market, promoting the
economic and financial situation in Russia, incrggsthe investments and finally

improving the common interests about the envirortalgorotection concentrating on the
concerns of the climate change and the nuclear poystp://ec.europa.eu

/energyl/international/bilateral_cooperation/russisgia_en.htm 2007). It is obvious that
this energy dialogue has a crucial role for deéngathe difference and the gaps between

two partners and increasing the security of enstgpply in the EU.

The progress report is the main tool to improve theogue. The latest report was
published in 2006. In this report; there are fiughlighted issues. The most important
objective mentioned in the report is to improve #mergy security. Other objectives
stressed in the report are to promote the invedimenencourage the new initiatives
serving to their common goals, to increase theetigidhe energy products, to improve the
energy efficiency and to strengthen the roles & téchnology cente(Khristrnko and
Lamoureux 2004Yhese objectives are essential for promoting tdialogue and
complementary with the basic goals. These progressrts are essential to monitor the
efficiency of the dialogue and to support the pendnto take further steps under this
bilateral framework.
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Even though they have common objectives, therestlfeunresolved problems between
two partners. The main problem between two eneagynprs is the structural difference
between the energy markets. This is a big obstlaclea deeper cooperation. European
Union favors the liberalization, the competitiordathe deregulation in its energy market.
However, Russian energy market is dominated bywarf®nopoles energy companies.
Therefore, this difference prevents the integrabbrihe energy markets and causes two
other problems. One of them is that Gazprom haddrdl energy contacts with most of the
EU’s members and for this reason; its pricing madm differs from one member state to
another. Another problem is about the monopolistiacture of Gazprom. Its dominance
can cause a reduction in the delivered gas to FEuirophe future. The main reason of this
probability is that Gazprom has no sufficient fineh capabilities to explore new fields and
the companies which have the potential to do, ateatiowed to be integrated to the
Russian market. Therefore, this is a serious angdidor the future of EU’s energy supply
(Grant and Barysch 2003, p.2). However, Russian rgovent is reluctant to change its
market structure and to adopt the European stylegiéated energy market. This pro-
monopolistic approach showed again itself in thgilb@ng of this year. Putin agreed to
shift all the new initiatives and projects concamithe exploration of the new offshore
fields to the Russian main monopoles, Gazprom apsh&ft. This decision was taken by
the Russian government to strengthen the monojgofisuicture of Gazprom and Rosneft
and preventing other companies to be integratedth® market (Buckley 2007).
Unfortunately, Russian government and the polickens are not very well aware that if
Russia continues to fallow only its own interestsl 40 refuse the transformation of its
market, it will probably suffer from a huge econonurisis in the near future. It is
considerably clear that EU is the most importaadér partner of Russia. If EU changes its
direction and finds another supplier, in this cRsissia will be in a real economical trouble
and the balance in this region will probably charfg@ this reason, Russia should urgently

have more moderate approach toward the issue.

Another serious problem between EU and Russiaeidaw energy prices in the country.

European Union believes that low energy priceh@Russian market bring the union to a
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very disadvantaged situation. Consequently, EUddecto solve this problem during the

negotiations for the Russian’s accession to the WHi@tly, EU considered this problem

as a pre-condition for its membership. Accordingthis conditionality, Russia should

increase the domestic energy prices to become abereaf WTO (Grant and Barysch

2003, p.2). Later, the issue was handled under ra aiplomatic framework and both EU

and Russia signed a bilateral agreement in 200&ecomg also the Russian WTO

membership. This was an important step both forRhssia’s WTO membership and the
Russian pricing policy. According to this agreemdiissia agreed on the gradual rise in
the domestic prices until 2010 (Kernohan and Vioku2004, p.2).

The third problem between two partners is aboutrtidication of the Energy Charter
Treaty and its Transit Protocol. Energy Charteralyehas a special position in the
international context. This is the only legal frameek which organizes all the energy-
related investment, trade and transit issues at aultilateral level
(www.encharter.org/index.php?id=28 2007). HoweWrwussian’s reluctance to ratify this
treaty is a big problem between these energy partie) believes that if this treaty is
ratified also by Russia, its sense and efficiendybe promoted. However, Russia does not
accept to ratify neither the ECT nor its transibtpcol. The main reason of this strong
Russian opposition toward this treaty is the comeeabout the integration of the new
customers to the market. Essentially, they belithag this treaty will damage to their
market structure and many foreign customers wikhlb@ved to enter to the Russian market
(http://www.rferl.org/featuresarticle/2007/02/3b535B60b-41b2-b2b7-596c3ed811a3.ht
ml 2007).1t is obvious that Russia is against all of thdiatives which can damage the
monopolistic structure of the Russian oil and gasket. For this reason, they are quite
reluctant to ratify this treaty. The biggest obktaof this treaty is the Transit Protocol.
Russian government believes that when Russiaasitifiis protocol, it will automatically
allow the foreign companies to use their transpioraroutes. In this situation, the

dominance of the monopole companies will graduddigrease (Dempsay 2006).
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All these oppositions toward the ECT and its traqsptocol clearly demonstrate the
Russian approach toward its energy sector. Risswaare of the importance of its energy
sources for its survival and tries to maximizelenefits. Thus, it is clear that this is the
main reason why Russia is always opposed to sharbenefits with the foreigners.

However, this attitude has quite negative impaatg#®orelations with the European Union.
The ratification of this treaty would be a milestofor the EU-Russia energy dialogue. In
this respect, EU should withdraw all kind of sugpmom Russia unless it ratifies this

treaty. Moreover, EU can also use its diversifmatpolicy as a soft weapon to punish

Russia.

In addition to these concerns, it is obviously imiant to stress the energy crisis between
Russia and Ukraine. The most important outcomesiarfsom this crisis is the dominant

position of Russia. However, it should be highleghthat, even though Russia exhibits its
energy resources as a ‘treasury’, without sust#&nabd reliable consumers, this treasury
means nothing. For this reason, all of these agyegolicies damage primarily Russia,

itself. It is obvious that it is not easy to findather such a big supplier for EU however if
Russia continues to threat the energy securitthefBEU, members states will absolutely

look for other options and the Russian economy nelfitively shrink.

Finally, for a better bilateral dialogue, both pestshould focus on their responsibilities and
take the necessary measures to decrease the dgeallend to promote the energy security
and the security of energy supply. If Russia wdt mecessarily contribute to the energy
dialogue and increase its challenges toward thesEdturity of supply, European Union
should urgently change its suppliers and focus loe other producer countries for

substituting Russian oil and gas supplies.

4.2NORWAY

Norway has an important position in Europe. Esplycidth the EU, they have a very long

historical background. Since its creation, EU triedntegrate Norway to the Union twice
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but each time, its membership was refused by thewvdlgian citizens in the referenda.
However, despite these refusals, the relationslgwéden EU and Norway is quite
improved. The main factor of this strengthenedti@hship is the vast Norwegian oil and
gas reserves. Its energy sources are quite impdaiatne EU and its security of supply. As
well as its large reserves, it is also consideredh@ most stable and reliable supplier
country. Its political and economic stability compg other suppliers increases its

reliability and importance for the security of egyesupply in the EU.

4.2.1Energy Situation in Norway

Due to the large oil and gas reserves, Norway pssselarge oil and gas production
capacity. Its large oil and gas reserves offer acifip and advantageous situation
comparing to the other western European countries.

Norway’s proven oil reserves are 8.5 billion basrahd its proven gas reserves are about
73.6 tcf. Most of these reserves are located inNbeh Sea. The remaining are in the
Norwegian and in the Barent Seas (Morelli 20069p.As is obvious, the North Sea has an
important significance for the European energy sugmd especially for Norway. 57
percent of the Norwegian oil has been produced My fields in the North Sea
(www.eia.doe.gov/emeu/cabs/North_Sea/Oil.ntml 20@&8pecially, the Ekofisk field in
the North Sea is the oldest but the most importhtand gas field in Norway.

(www.norway.org.uk/business/news/oilproduction.l2007).

However, as in the other producer countries, thengh in the oil and gas production

capacities is also an important challenge for NogrviRecently, because of the insufficient

oil production in the Norwegian shelf of the NoBkea, there has been a decline in the oll
production since 2000. In 2000, the oil productizas 3.2 million barrels per day however

in 2005 this amount decreased to 2.5 million barpar day (Solholm 2006)his decline

is a serious problem both for Norway and for the EOr Norway, it is risky because the

energy production is important for the Norwegiaoreamy and it can be easily affected
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from such a decline. Apart from Norway, it can tsoa problem for the EU as well. If EU
receives less oil and gas supply from such reliabié stable suppliers, this will be a real

threat for its supply security.

Despite the maturity of the North Sea fields areldicline in the oil production, there are
still many unexplored oil fields especially in thgarent Sea. Theoretically, these
unexplored fields are quite advantageous optionsdotributing to the total Norwegian oil
production. Unfortunately, there are serious pnuisleconcerning these fields. The main
problem is that the Norwegian environmentalistsaltpt disagree with the energy
companies and also with the Norwegian governmanthi® exploration of the oil fields in
the Barent Sea. They argue that the exploratiomatipaes will damage the ecology of this
area. The second problem is about the weather tiamsli its climate is quite severe. This
situation complicates the exploration processhedconomical and technical terms, in the

Norwegian area (Bavenger 2004).

Comparing to oil, the natural gas production isa inetter position. The gas fields are not as
mature as the oil fields and represent a high piatefor the future gas supply. The main
gas fields are Troll and Ormen Lange fields. Thellfwas the oldest but at the same time
the largest gas field in Norway. It is vital foretlcurrent and future Norwegian gas
production. Its production capacity was 70 bcm aedording to the expectations, this
amount will be around 100 bcm in 2010. In additionTroll Field, the Ormen Lange field
is another large and productive field in Norwayowéver, apart from these fields in the
North Sea, in the Barent and in the Norwegian SHese are also smaller gas fields
(Clingendael Institute 2003, pp.13-14). Unfortuhgte because of the negative
environmental and the climate conditions, it is @asy to explore these fields.

It is quite clear that Norway possesses high oil gas production capacity thanks to its

geography. These large energy reserves are qutariamt for EU as well.
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4.2.2EU-Norway Energy Dialogue

Norway is an indispensable supplier and an enemgyner for the European Union.
Norwegian large oil and gas reserves, its relisdold stable economical and political
structure, its geographical proximity to the EU ameportant factors to prove the
importance of Norway for EU, especially in termseavfergy. Norwegian oil and gas are
also significant alternatives against the Russibarmal gas supplies. It is fruitful to improve
the relationship with Norway for a better diversdiion of energy supplies and improving

the energy supply security.

In this respect, their energy dialogue is quiteongnt to strengthen their energy relations.

...Bilaterally, the EU-Norway Energy Dialogue prinally aims at the coordination of
energy policies in a wider sense, including reshaand technological development in
the energy sector and relations with other energyodpcing countries
(ec.europa.eu/dgs/energy_transport/internationgtigiral/norway/index_en.htm

2007)
Especially since 2005, they have focused on als@liernatives like the renewable energy,

energy efficiency to promote the security of enesggply

Finally, the Norway-EU energy dialogue is an impattdriving force to promote the
security of energy supply in the European Unionth& Union is able to increase its energy
supply from Norway, this can be a great contributio the energy supply security in the
EU.

4.3ALGERIA

Algeria is one of the most important and developedntries of the North Africa. Its

political and economical predominance in the regaises not only from its energy
resources but also from its key position in the d=Mediterranean Partnership (Euro-
Mediterranean Partnership was launched by the Beradeclaration 1995). Its significant
contribution to the Euro-Mediterranean Partnershign obvious step for strengthening the

political and economical dialogue with the EU. Huwer, apart from this partnership
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process and its various outcomes, the supply ofAigerian natural gas to Europe is
essential both for the development of the countiy @so for the energy supply security of
the Union

4.3.1 Energy Situation in Algeria

Oil and natural gas are two main indispensable Wdgeenergy resources. According to
relevant data updated in 2007, its proven oil researe 12.3 billion barrels. Accordingly,
thanks to its large reserves, Algeria is the tlbidgest oil producer in the continent.
Essentially, there are two main basins for thgpmiuction. These are Hassi Messaoud and
Berkine Basins. Most of the oil, approximately #¥qent, has been produced in the former
field. Even though Algeria is a significant eneggyducer country and possesses large oil
reserves, the level of domestic consumption is vety high. In 2006, its crude oil
production was 1.37 million bbl/d however the olleol consumption was only 283.000
bbl/d. It is quite clear that the production excedide consumption. This is a significant
advantage both for Algeria and EU because thewjlss has been mainly exported to
Europe. The main importer countries of the Alger@h in the European Union, are
France, Italy, Germany and Spain (www.eia.doe.goelgcabs/North_Sea/Oil.html
http://www.eia.doe.gov/emeu/cabs/ Algeria/Natura@aml 2007).

Moreover, similar to oil, natural gas is also extedy important for its survival. In this
regard, it is important to note that the provenekign gas reserves were 161.7 tcf in 2005.
Accordingly, the main gas fields are Hassi R'Melhodrde Nuss, and Tin Fouye
Tabankort, Alrar, Ouan Dimeta and Oued Noumer. Hassi R'Mel, possessing 85 tcf
proven reserves, is the largest and the most ptioducgas field in Algeria
(www.mbendi.co.za/indy/oilg/gas_/af/al/p0005.htm 02D In that country, the gas
production has increased, most effectively, sin@81land reached to 80 bcm in 2000.
According to the estimations, the level of prodoetwill continue to rise as far as new

reserves are discovered for the new productionag@hdael Institute 2004, p.14).
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Algeria has also a leading role in LNG productittns one of the main LNG producers not
only in its continent but also in the world. Its G\oroduction is about 30 bcm and most of
them have been exported to Europe. The main LN®itags from Algeria, in the EU, are
France, Belgium and Spain (The Clingendael In&i2®04, p.15). It is obvious that, in
addition to the oil and gas exports, LNG exportite EU promotes the energy dialogue

between two parties and enhances the energy setutite Union.

4.3.2EU-Algeria Energy Relationship

As is already stated in the previous section, Algeras the third gas exporter country to
the EU in 2005. Its portion was about 19.1 pergerthe total gas imporiec.europa.eu
/dgs/energy_transport/figures/pocketbook/doc/200@32 energy _en.pdf2007).

This situation demonstrates that Algeria’s oil @ad supplies have a crucial importance to
provide the sustainability in the energy consumptod to enhance the security of energy
supply in the EU.

According to a speech of Andris Piebalgs, energyrogssioner in the European
Commission, Algeria has been considered as a nmjoand gas supplier to the EU.
However, it should be also highlighted that thistienship between two parties is not one-
sided. Even though EU is dependent to the Algeresources to meet its increasing
demand, Algeria is also dependent to the EU in dasfifinancial assistance to develop its
technology and its infrastructure (Piebalgs 2008).pTherefore, there is an increasing
interdependence between Algeria and EU.

In the same speech, Andris Piebalgs has also gigkll three important points for an
enhanced dialogue between EU and Algeria. Accolgitigese points are

...(1) the convergence of the Algerian and EU en@uaicy through convergence of
our regulatory frameworks; (2) the development érgy infrastructures of common
interest and (3) technology cooperation and excleaafjexpertise (Piebalgs 2006,

p.3).
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Moreover, even though EU highly benefits from Aigear oil and gas resources, the
transportation of the energy supplies is a comfditgrocess because of the long distance
between two continents. To eliminate the negatite@mes of such a situation, the natural
gas has been transported through the pipelinesitopE. There are two main arteries for
this kind of transportation. These are Transmeeliip and Maghreb-Europe Gas. Natural
Gas has been transported by the former line ty kald to Spain and by the latter to
Portugal (Clingendael Institute, 2004, p.15).

There are also three new projects which will féaié the natural gas transportation to
Europe. These are Medgas Pipeline, Galsi PipelleTaans-Saharan Pipeline. According
to the expectations, due to these new projectee thitd be a rise in the supplied natural gas
to Europe (Piebalgs 2006, p.4).

In conclusion, Algeria is one of the main importanergy actors for the EU. It is crucially
important for the European Union to diversify itatural gas suppliers. The oil and
especially gas supplies from Algeria can decredse itnport dependency to Russia,

diversify the suppliers and enhance the securigneirgy supply.

4.4 OPEC

OPEC, having a vital and crucial dominance in titernational energy market, is one of
the most important energy actors in the world. #\well known, having a leading position,
OPEC perfectly manages the relations with themil gas importer countries in the energy
market. To ensure a better understanding aboutrtpenizational framework, it is relevant
to list its eleven members. Accordingly, these Algeria, Indonesia, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, United Arab iEates, and Venezuela. Among them,
the most dominant member is Saudi Arabia. Duesttaitge oil reserves, this country has a
very pivotal role in the international oil markdtherefore, as well as the Saudi Arabia,
other members possess also a crucial positionanctimsumers’ markets. In this regard,

since they are able to supply large and signifieganbunt of oil, EU members have paid a
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special attention to these energy actors. To edigthe crucial link, it is important to note
that OPEC meets 40 percent of the EU’s total denfandbil. This ratio shows how
crucially EU is dependent to this organization tmvide the sustainability and the
reliability in the oil supply. In addition to thiggh dependency, the sharp changes in the oil
prices and the concerns toward the stability of dilemarket have highly required an
energy dialogue between EU and OPEC. Under thessss,dhis important dialogue was
launched in 2004 to pursue some common objectivdg@maximize the mutual interests
(http://ec.europa.eu/dgs/energy_transport/intesnatiint/opec/index_en.htm 2007). In the
light of this statement, it is relevant to strdsstthaving common objectives and sharing the
same vision at certain points are extremely imprta ensure a consolidated cooperation
and diversified benefits for both parts. In thigaed, their common aims are essentially
based on the stabilization of the relations betwaémonsumer and producer countries.
Furthermore, maintaining a well-functioning, stald#é market and ensuring fair and
acceptable oil prices are other main constituenspe this crucial dialogue. Further, it is
important to note that price is one of the mairedatnant factors of this energy dialogue.
Consumers highly suffer from the unexpected changegshe pricing mechanism.
Unpredictable and unexpected dramatic rise or wedh the prices desperately damages
the economic situation of the importers. Therefdoe,the consumers, ensuring the price

stability is essential to maintain the securityenérgy supply.

This bilateral energy dialogue is also importaninttrease the coordination and interaction
between oil consumer and producer countries. Adcglyl it enhances the reliability of
both partners by supporting the transparency amingting the efficiency in the oil
market’'s mechanism (europa.eu/rapid/pressReleatesAtn?reference=
IP/05/1527&format=PDF&aged=1&language=EN&guiLangeagn 2007).

As is previously mentioned, despite different objexs between both parties, the interests
of OPEC members and those of European consumersoanglementary. While EU
concentrates on the stabilization of the pricestlom oil market and a close dialogue

between supplier and consumer parties, OPEC memhbers more focus on enhancing the
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members’ political and financial interests (htgpcleuropa.eu/dgsenergytransport
/international/int/opec/index_en.htm 2007). Furthere, both parties have also
concentrated on the investment in the oil market @m the development of the oil stock
capacity. In terms of investment, OPEC has insigtddvesting especially in the refinery
sector. This is also considered as a high pridatythe future actions within the scope of
this dialogue. They argue that any increase inirtikestment for this sector will, in the
same time, contribute to the stability and prodperi the world oil market
(www.consilium.europa.eu/ueDocs/cms_Data/docs/prasgen/misc/89925.pdf 2007).

The spare capacity is also important as much asntrestment for the EU and OPEC
members. The spare capacity which promotes theaiking mechanism is a very efficient
way to deal with the unexpected disruptions. Thelhanism is efficient and necessary for
the consumer and producer parties because thewfeeted, both of them, from the

unexpected crisis. Therefore, the spare-capacityatso be called as a life-jacket for both
the producer and the consumer countries. If thelymer countries have large oil stocks,
even if there is a crisis, the producer countrigés continue to supply. Thus, the physical
supply disruption will be avoided and the secuotyhe energy supply will be promoted in

the consumer countries (Europa Rapid Press Rek&xe p.1).

Consequently, EU consumer and OPEC producer cesntry to develop a coherent,
reliable and stable dialogue. It is clear that éhelorts will promote the European security
of energy supply in the future. European Union asfgctly aware of the necessity of the
good relations with the producer countries to unillee the possible risks and to avoid the

disruptions in its energy supplies.

4.5 TURKEY

As is well known, due to its strategic location rRey has been a political, economical and

social bridge between the eastern and western esinThis strategic importance does not
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arise only from its political and military strengthbut also from its social and cultural

diversity, geographical location, and various egeggources.

Basically, Turkey has been located between thepgrosis, democratic, liberal West and
poor, unstable, undemocratic East. In such a #agtlhation, Turkey has been usually the
main political actor to transfer modern Westerruealto these unstable eastern countries to
promote these areas. However, even though eastemmries have suffered from their
fragile and vulnerable political position, theirrda oil and natural gas resources are
considered as considerable strengths vis-a-visewestountries. This situation makes
Turkey a key transit country between these areasisAbviously clear, energy is a vital
instrument for Turkey to determine its foreign pgland to promote its political position in

the international arena.

However, despite the crucial role of energy resesircTurkey is not able to produce
sufficient level of oil and gas to meet its domestbnsumption. Unfortunately, Turkey has
mainly suffered from inadequate indigenous produrctcapacity and high oil and gas
dependency level. Currently, 70 percent of the gomel oil and gas has been imported
from external resources and it is estimated thatithport dependency level will continue
to rise and exceed 80 percent by the year 2030.ngrttee hydrocarbon resources, having a
share of 40 percent in the total consumption,sothie predominant energy resource for the
energy mix. To meet this excessive oil demand, @yiknports significant amounts of oil
from Middle East countries and Russia. These sepgpbssentially represent 90 percent of
the total oil import (Arslanalp 2006, p.4). Aparbm oil, there is an increasing demand for
natural gas as well. Similar to oil, there is extes natural gas consumption in EU. In
2001, the share of the natural gas in the totas@wemption was 19 percent and according to
the expectations, this share will increase up t@&=2ent in 2010. To meet this increasing
demand, Turkey has to import significant amountafural gas from different external
resources. Despite the variety of suppliers, mbsh® gas has been imported from Russia
(Arslanalp 2006, p.5).
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As is well known, a consolidated energy securitgssential for the western consumers.
Accordingly, to ensure the sustainability and tbatmuity in the energy supply is crucial
for enhancing their energy security as well. Thenef since Turkey maintains a
geographical proximity to most of the world’s oficagas reserves, it represents an efficient
option to diversify the energy supplies and to pteva safer oil and gas transportation.
Especially after the end of the Cold War, the epeegources in the Caspian Region and in
the Central Asia had been liberalized and openethéoworld’s energy market. This
development increases the geopolitical importaricBuokey vis-a-vis western consumers

as well.

As is already stressed, European Union is highpeddent to the unstable and unreliable
external suppliers. Therefore, to avoid all theat®g outcomes of such a dependency, EU
became aware of the necessity to find out somere&able suppliers to ensure its energy
supply security. In this case, European Union needgansit country to reach diverse
Central Asian, Caspian or Middle Eastern hydrocarleserves. Besides, this transit
country should be secure and reliable. In thiseesEU has two main options; Turkey or
Ukraine. Comparing to Ukraine, Turkey maintains muoore advantages to ensure the
energy security in the EU. Its geographical progyno the diverse oil and gas resources,
its close relations with EU members and its pditistability increase the reliability and
credibility of Turkey vis-a-vis the European Uniolm. this regard, it is considered that
Turkey is the safest option as a transit countrylemnansporting the Caspian and Central
Asian resources to Europe. The statement of Pa2@iog, pp. 19-20) also highlights

Turkey'’s significance for the EU:

Turkey's strategic location makes it a natural "EJe Bridge" between major oil
producing areas in the Middle East and Caspian $ggions in the East and big
consumer markets in Europe and in further Wests Thivhy a parallel and integrated
system of oil and gas pipelines known as the “Béstt Corridor” is underway to
transit those resources first to Turkey and thethfr to the western markets

As is clear in this statement, Turkey has beenidensd as a pivotal actor to ensure the
sustainability and the security of energy supply & enhanced energy security. This

significant position brings mutual interest to boftthe parties. This can be considered as a
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kind of interdependency. While this interdependempeyvides the EU to diversify its
suppliers and transit countries, at the same titr@so gives Turkey the opportunity to be
integrated into a larger gas market to sell the gassing through this country (Roberts
2004, p.19).

Additionally, new special pipeline projects havesbhdaunched to encourage this fruitful
interdependence and to ensure Turkey’'s positioratdsvthe EU. Basically, these are the
South Caucasus Pipeline, Turkey-Greece Gas Pipahethe Nabucco Projects. Apart
from these new projects, Turkey is also part of Baeku-Thilisi-Ceyhan Pipeline Oil
Pipeline, Baku,-Thilisi-Erzurum Gas Pipeline, KikYumurtalik Oil Pipeline, Russia-
Turkey Western Pipeline, the Blue Strem Gas Pipeland Iran-Turkey Gas Pipeline
(Pamir, 2006 p.25). All of these pipeline projetisrease the geopolitical importance of
Turkey both in the region and also in the world.

Finally, it is clear that Turkey’s and EU’s inteteare obviously overlapped. The main goal
of both sides is to ensure their security of thergy supply by avoiding the tremendous
effects of high import dependency to a few monopaigpliers. In this regard, the best way
to obviate the negative outcomes of such a highemggncy is to launch an enhanced,
coordinated and strategic dialogue between Turkdyakd to encourage Turkey’s related
projects.

4.6 UKRAINE

Despite the political and economical problems, lWeas one of the most significant actors
in the region. Due to its location and proximity Russian and European energy market,

Ukraine is considered as a major transit country.
The domestic production of Ukraine is mostly coricated on oil and gas. Unfortunately,

the country is not able to meet the total demamdhifem. Due to the insufficient domestic

oil production, Ukraine has to import large amouwftsil from external resources. In 2004,
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the domestic production met only 20 percent ofttital consumption and the remaining
was imported. Its main oil suppliers are Russia Kadakhstan. Eventually, the amount
imported from Russia is higher than the amount ingeb from Kazakhstan
(www.eia.doe.gov/emeu/cabs/Ukraine/Oil.html 2007).

The situation is similar for the natural gas aslwi&d main gas suppliers are Russia and
Turkmenistan. Especially, between Turkmenistan dkrdaine, the energy agreements are
in the form of the long-term energy contracts. Thwerent contract covers the years
between 2007 and 2032. However, despite these ragrée and contracts signed by
Turkmenistan, the most dominant actor in the Ukasirgas market is still Russia. Ukraine
has transited approximately 78 percent of the Rusgas to deliver them to Europe.
(www.eia.doe.gov/emeu/cabs/Ukraine/NaturalGas.h2007). Therefore, the stability and
the prospect of this country are crucially vitalthhdor Russia and EU. Any unexpected
crisis in Ukraine may interrupt the gas supplyhe European countries and damage their
energy situation. To eliminate such kind of conseilU should more efficiently focus on
taking some measures to strengthen the politicn@mical and social environment in
Ukraine. In this regard, the European NeighborhBolicy is a significant path to enhance

the stability in this country.

However, comparing to Turkey, Ukraine is not a Eamnd secure option. It is obvious that
the security of transportation is essential forueing) the security of energy supply. If any
problem occurs during the transportation processalme of the political or technical

problems, oil and gas supply may be disrupted. kimgl of a bad scenario had been
experienced in January 2006. Due to the crisie@arigetween Russia and Ukraine, natural
gas supply to the EU members had been interrupteid. was a quite bad experience for
most of the EU consumers. Especially, the Centndl the Eastern members which are
highly dependent to Russia and also to Ukraine &aresit country, had highly suffered

from the interruption in the gas supply. This &riBas been a milestone for the EU. In the

post-crisis period, the reliability and the safetyJkraine became to be questioned and EU
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realized that not only suppliers but also the ftaosuntries should be stable, safe and

secure for a consolidated and enhanced energyysuppl

Moreover, despite the concerns toward this coutdkyaine is still one of the main transit
lines. Therefore, EU has tried to improve its relas with this county. In this respect, in
2005, they agreed on four specific and essentiatpon energy fields to consolidate their
relations. These points are mainly about to ensleesafety of the nuclear energy, to
increase the coal sector’s contribution to the mmwnental protection, to provide the
interconnection of the Ukrainian gas and electriniarket with the European market and
Finally to promote the security of energy supplg.€eropa.eu/external_relations/ukraine/
pdf/political_and_legal foundations.pdf, 2007). Amgothem, the most important point is
to ensure the EU’s security of energy supply. Whe& high import dependency to Russia
has become a real threat for the security of thés Eedergy supplies, especially after the
2006 crisis.

In conclusion, it is clear that the European Unias different supplier countries and two
important transit countries. Among the suppliersyWay and among the transit countries,
Turkey is the safest and the most reliable optfonshe European Union’s energy supply
security. To that end, it is obviously clear thahanced and well-coordinated dialogue with
the producer countries will have a significant cimittion to the energy supply security in

the European Union.

Finally, the European Union perceives quite wed tbstacles which threaten its security
of energy supply. In this respect, EU should dgvedome new measures to avoid the
obstacles arising from its domestic energy situaéind the problems regarding the supplier

and the transit countries.
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5. SOLUTIONS FOR ENSURING THE SECURITY OF ENERGY
SUPPLY IN THE EU

There are many factors which influence the secwitgnergy supply in the EU; some of
them are domestic and some of them are externadré&acHowever, both of them are
concentrated on the reduction of the risks whiateaten the security of energy supply.
Therefore, the EU institutions, private energy camps, and even the householders should
spend maximum efforts to reduce the risks and @mpte the security of energy supply.

In the light of these basic aims, the possible messscan be taken at the three levels; at the
national, community and multinational levels. Aethational level, member states take
their measures unilaterally. At the community lewble measures are taken in a wider
context in the EU. At the multinational level, tReropean Union cooperates and interacts

with the international or intergovernmental orgatians multilaterally.

5.1 MEASURES AT THE NATIONAL LEVEL

The measures taken at the national level are erglatThere are two main ways to promote
the security of energy supply at this level. Thase the diversification of the energy mix
and the long-term agreement with the producer cmmt

5.1.1 Diversification of the Energy Mix

Diversification of the energy mix is a way to enbarthe security of energy supply at the
national level. This is a national choice to dedideown energy mix. Accordingly, “Each
national government or energy company within aamatiecides what mix of energy will
actually be utilized” (Morelli 2006, p.3). Each mben state is free to form its own energy
mix. There is no strict community rule for this ues However, there are some special

targets set by the EU to protect the EU’s secuwftgnergy supply from the threats. The
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most problematic issues in the energy mix are #eeaf nuclear power, the environmental

concerns about the use of fossil fuels, espediaélycoal, and the high import dependency.

The use of the nuclear power is a quite problemssige. Due to its C{Iree structure, the
nuclear power has great contributions to the enwirental protection and it is considerably
convenient to fight against the climate change. elev, because of the security concerns,
there is no common decision taken at the commueitgl about the use of the nuclear
power. Member states are free to add or not thdeaugower to their energy mix.
However, once they decide to use it, they shappeessome security rules to enhance the
safety. In this respect, these rules and relateditons are very well summarized in the
European Commission’s communication about the Nwdlustrative Programme. In this

document, this issue has been highlighted as mwgel

...At the same time, nuclear safety, decommissiomircdear reactors at the end of
their active life, management, transport and firdisposal of radioactive waste
together with non-proliferation are important issuthat must continue to be actively
addressed(European Commission 2006, p.5).

Moreover, while determining the energy mix, there also increasing concerns toward the
energy resources which are harmful for the enviremmEspecially, due to the extremely
high carbon dioxide emissions, the coal is the ni@stful fuel for the environment.
However, contrary to coal, the most convenient faethe protection of the environment is
natural gas. Accordingly, natural gas has begurrefgace coal in various sectors.
Especially in the power generation, the share @frabgas is increasing while the share of
coal is decreasinge(iropeanEnvironment Agency 2006, p.33). Additionally, thee of
LNG has an increasing importance in the energy asxyell. EU’s LNG consumption is 8
percent of the total LNG consumption in the woilthe biggest LNG supplier is Algeria
however Oman, Qatar and Egypt also produce andretipon to Europe. The use of LNG
is very important because suppliers can reachrtbduareas by the LNG terminals. As is
well known, the pipelines cannot be constructech@lthe very long distances and they
have always the risk of being disrupted becauspobfical or technical reasons. Around

Europe, there are different projects about the tcoosons of new LNG terminals.
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Especially Spain and Italia, the largest LNG ex@artput considerable efforts for the new
LNG terminals constructions (Morelli 2006, p.18).

The import dependency for the hydrocarbons is arotictor affecting the energy mix.
Due to the high import dependency for the fosslSUEU members have begun to look for
new options to decrease the current high importedéency. In this regard, as it is
domestically producible, the renewable energy Ippeared as a convenient alternative to

promote the security of energy supply.

Finally, it is obvious that the member states hthee right to decide how to form their
energy mix. There is no strict limitation about tiee of the fuels. However, it would be
better if the member states respect the prioréies conditions put by the EU to support the
environmental protection and to enhance the engsugply security. For this reason, even
though the diversification of the energy mix is sigiered under the national competence,
there should be also some community interventiorttis area to consolidate the stability

and prosperity of the system.

5.1.2 Bilateral Dialogues and the Long-termAgreements with the Producer Countries

Bilateral energy dialogues and the long-term age¥dgm are the main instruments to
promote their security of energy supply. Bilatet&logues require usually a close relation
between the consumers and producer countries aydatk mostly consolidated by binding
agreements. Most of the EU members have strengihiéregr security of supply by the

long-term agreements signed with some specific Igerpp

These long-term agreements are mostly in favorhefduppliers because they have the
chance to guarantee their position in the consuommtries by these agreements.
Basically, they impose to the consumers to buyftleethat they need for a given and long
period from them. Moreover, in the long-term, thensumer countries can also benefit

from these contracts by ensuring their long-terrargyn supply and consolidating their
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energy security. However, due to the political oess this kind of binding long-term

agreements may bring significant disadvantagesa@aconsumer countries, as well. They,
actually, lay the groundwork for the producer comst to intervene to the consumer
country’s energy market, to obtain the largest pathe total energy supply and to use their

dominant position as a political leverage.

Furthermore, these contracts are currently usedhkbyRussian gas cartel, Gazprom.
Especially, its energy dialogues with Germany anah€e are based on these long-term
agreements. Especially in the German energy mafBagprom has an indispensable
dominance. To preserve this position, Gazprom densithese contracts as vital

instruments and use them as primary tools in this\try. Recently, the agreement signed
between Russia and Germany has been already expantke2020. This expansion is a

proof to demonstrate how Gazprom’s position has ls#engthened in the German energy
market (www.eon-ruhrgas.com/cps/rde/xchg/SID-3F3+7&=B0C77878/er-corporate/hs.xsl

/804.htm?rdeLocaleAttr=en 2007).

Russia has also very close energy dialogue withdérdased on the long-term agreements.
The French gas company, Gaz de France and Gazmmadaon the extension of their
long-term contracts about the gas delivery untB@@vww.globalresearch.ca/index.php?
context=va&aid=4399 2007). The expansion of tHesg-term agreements demonstrates
that states prefer to launch bilateral dialoguéhieir suppliers and benefit from this kind

of relationship mutually.

Another close energy dialogue is between Unitecglam and Norway. The geographical
proximity and the Norwegian oil and gas potentialthe UK’s energy market are the main
reasons of this close relationship between two t@mm In 2005, the Oil and Gas Co-
operation Treaty was signed by these two countiliéss treaty is actually based on the
commitments of both sides for a given period almw@ustainable supply of oil and gas
(Geden, Marcelis and Maurer 2006, p.8).
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Third example for this kind of relations is betweglgeria and Spain and also between
Algeria and Italy. Spain and Italy imports large amts of natural gas and LNG from
Algeria. To illustrate, Sonatrach and EndessaAflgerian and Spanish energy companies,
agreed on a long-term supply contract about the Ld¢@®very. This agreement is for a
period of twenty years. Thus, most of the Spansmahd for LNG will be met by Algeria
during twenty years (Morelli 2006, p.18).

All the bilateral relations highlighted above, sh@erfectly member states’ approaches
toward bilateral relations between producer andsaorer countries at the national level.
However, even though the bilateral relations amtyiterm contracts are considered as
efficient measures taken at the national leveleiasuring security of energy supply, they
have also appeared at the same time as big olstatleh prevent the creation of a

common approach toward the energy issue in therlJnio

5.2MEASURES AT THE COMMUNITY LEVEL
5.2.1 Diversification of the Sources and the TransRoutes

As is well known, European Union has suffered fritva increasing demand for oil and
gas. Its domestic production capacity cannot nteahcreasing demand and the union has
to import considerable amounts from external resesirAs it is previously highlighted, EU
is highly dependent to the Middle East for oil ancRussia for gas. Consequently, such a
high dependency to a few suppliers is a big thfeatensuring the security of energy
supply. The dependency level differs from one mamanother in the EU. Some of them
are totally dependent to a unique supplier. Tcsitlate this fact, it is relevant to stress the
situation of Estonia and Finland. These memberdaedly dependent to Russia for gas.
This is a considerably risky situation for EU naotlyobecause Russia is not totally reliable
but also, because Russian resources will be matndewill not be able to meet the
increasing demand for oil and gas in the near éutiMorelli 2006, p.18). Thus, EU
supports a diversification policy to ensure oil ayab supplies from different resources and

to contribute to the energy supply security in ¢ (European Commission 2006, p.15).
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For an efficient diversification policy, EU membestsould aware of the fragile situation of
the Union and launch new projects in the diffenegions to find out new reserves and

suppliers to meet their increasing demand.

Caspian Basin and Central Asia, Gulf Region, Mediteean Basin and North Africa are
new alternatives for EU members to diversify trexiergy resources and to eliminate risks

arising from the high dependency to a few suppliers

5.2.1.1 Caspian Basin and Central Asia

Caspian Basin and Central Asia possess large dilgas reserves which are extremely
important for EU member states to diversify theiemgy resources and to enhance their

security of energy supply.

Despite its geopolitical and geostrategic advartages region has serious political and
economical problems. Since the beginning of 19thtug, especially the Southern

Caucasian countries highly suffer from the polititabulence. The Russian dominance
which lasted more than 40 years and the intersateblems are the main reasons of the

depression in the region.

Moreover, during the SSCB, Russian monopolisticreggh impeded the technological

development and the investigation activities fownenergy resources. For this reason,
during this period, neither regional countries Russia was aware of the high oil and gas
production capacity of these areas. However, vhighdissolution of USSR, the constituent
states gained their independency and became tlygieipiower on their energy reserves.
Accordingly, in order to gain political and econaadi benefits, new independent states
prioritized their energy policies and accelerateglrtinvestigation activities for new oil and

gas reserves. As well as the regional countries,Western consumers like US and EU
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started to differentiate their energy prioritieslda focus on the rich oil and gas reserves of

this region.

In this region, Azerbaijan, Kazakhstan and Turkretam are driving forces of the overall
oil and gas production in the region. Most of thesgerves are located on these lands.
Basically, Azerbaijan has pursued a pro-Westernmagmih and preferred to be part of the
US or EU related projects. Contrary, Turkmenistad &azakhstan have preserved their
pro-Russian approaches and supported the Russimence over the region. These
fragmented policies prevent to have a coherentpdtance toward the future of these

energy reserves.

As well as the regional powers, there are fragnelaigproaches between the consumer
countries as well. It is relevant to highlight thia¢re is an aggressive competition between
the United States, European Union, Russia and CHaeh of them has different interests
toward this region. This study, ignoring US’ andi@is perceptions, focuses on the
accelerated competition between EU and Russia these resources. Russia that aims to
preserve its position attributed during the Coldr\igethe most aggressive and competitive
actor. Its dominance, especially, over the Caspirand gas reserves is strategically
important to maintain and even to promote its pmalltand economical position in the
international context (Moradi 2006, p.174).

Apart from Russia, these rich resources are extsem®ortant for the European energy
security as well. As noted above, EU’s primary obje is to diversify their suppliers to
ensure their security in the energy supply. In tieigard, specifically for the European
Union, the Caspian and Central Asian reserves ame isecure options than Russian and
Middle East reserves. The main concern of the EMatd Russia is that this country
considers its dominant position over the Caspiaemes as political and economical
weapon toward both regional countries and EU Membé&hus, EU has already realized
that Russian control should be ignored while trangspg oil and gas from this region.

Therefore, it is better to use Georgia and Turkefransit countries rather than Ukraine and
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Russia. Not only for Azerbaijani oil but also fourkmen and Kazakh oil has to be
transited through Georgia and Turkey as well. Ia thspect, Baku-Tbilisi-Ceyhan Pipeline
is an essential example for a safe and securderasfsoil from Caucasia to Europe. Due to
the geographical difficulties and the long distancetween the regions, European
consumers cannot access directly to these resdfeeghis reason, Caspian oil and gas
have been usually transported through the pipeliAesordingly, constructing developed
and well-functioning pipeline system which passeugh reliable transit countries is

considerably necessary (Moradi 2006, p.174).

The relations between the regional actors and Ebhloees are not one-sided. There is a
strategic interdependence. EU members are depetadiis region to ensure a secure and
safe energy supply but regional powers are alsergnt to EU to obtain political and
economical support. Since there are endless rdgiondlicts and ongoing Russian control
in this region, enhanced security is the main figidor regional actors. For this reason, the
EU and US- related projects have been more thanowed by most of the states in this
region. Regional countries consider EU as a guaratd promote the political and
economical reforms and NATO, as well, to ensurér thecurity militarily. However, even
though most of the regional states agreed on thmsspectives and pro-Western
approaches, there are also some countries thadtilréentative and more conservative

toward Western initiatives.

In light of these factors, EU has initiated variguejects to maximize its benefits from the

Caspian and Central Asian reserves.

5.2.1.1.1 Baku-Thilisi-Ceyhan Pipeline (BTC)

The launch of Baku-Thilisi-Ceyhan Pipeline is aestbne both for the regional actors and
EU member states. Since this project enables tersliy EU’s oil suppliers and transit
countries, EU has the chance to ensure its seafrityf supply. According to the itinerary

of this pipeline system, the initial point is Bakthe Azeri gas starts to be transported in
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Baku and arrives to Ceyhan passing through Thiliis2006, for the first time, the Azeri
gas was delivered to Italy from Ceyhan. Accordingince that time, BTC has transported
oil from Azerbaijan to Europe and perfectly contrtigs to the diversification of oil supplies
(Paskur 2006).

BTC has multidimensional effects on both regiomalprs and major European consumers.
Actually, this project has 2 main objectives. Thanary objective is to transfer the Azeri
oil to Europe through Turkey which has been alrefatfifled. Its second aim is to develop
Caucasia and to undermine the political, econormacal social problems of this region.
Basically, it is clear that there is an obviousrdependence between the actors. Not only
for EU but also for the regional states, this projgas brought significant advantages. As is
noted above, the main advantage of EU is to lefge=high dependency to oil imports from

Middle East and Russia and to ensure securityl @upiply.

The B.T.C. pipeline will account for only a smarpentage of global oil, but the West
considers a stable- -and not Moscow-controlledpgu to be worth the financial and
political cost (www.pinr.com/report.php?ac=view_report&report 537&
language_id=12007).

As well as the EU, this pipeline project has brdugignificant advantages to the regional
actors. Especially, Azerbaijan and Georgia whichinlgasuffer from ethnic disputes,

political and financial problems have consideralblgnefited from this project. The

economic effect of this pipeline on Georgia and rhagan is indispensable. The BTC has
various economic effects in Georgia. It has cooted to its GDP, the level of the

employment, the national budget and the amounnhweéstment (Papava 2005, p.87-88).
The economical development in the country enalblepportunities to promote the social
stabilization as well. Similarly, this project hdwought significant advantages to
Azerbaijan as well. The stability and the prospeot these countries are quite important
for the EU. If the stability in these countries da@ consolidated, the security of energy
supply would be promoted as well. Consequently B€ is a perfect case to show how a
pipeline can be used as an efficient political @wdnomic instrument to develop the

supplier and the transit countries. Apart from BIeC oil pipeline; there are also three new
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gas pipeline projects; Nabucco Gas Pipeline, TuBegece-Italy Interconnector and the
South-Caucasian-Pipeline

5.2.1.1.2 The Nabucco Pipeline

As far as European consumers look for new projectsnsuring the security of gas supply,
Nabucco Pipeline Project has appeared as a relengiative to serve to the union’s

priorities.

The main objective of this project is to ensureaée gransport of Caspian natural gas.
Accordingly, Nabucco Pipeline aims to deliver natugas supplied from Iran, Azerbaijan
and Turkmenistan to Austria and then to differet Biembers’ markets. Main transit
countries are Turkey, Bulgaria and Hungary (Ozka®72 p.51).

Among all the pipeline projects, Nabucco Pipelias Bignificant advantages and outcomes
for both EU members and regional actors. Since @asuppliers and transit countries will
be integrated through this project, it representsignificant occasion to enlarge the
European energy market. Additionally, this projesdso favors and encourages the
coordination between all the participant countries.

Thanks to this pipeline project, Caspian producemtries and Turkey will be integrated to
this market. Additionally, apart from this advargagnother important point about this
project is the coordination between all the pgraait countries. They have represented a
perfect coherence and coordination by balancingntieeests and priorities of all the parties
(Piebalgs 2006, p.1-2). Furthermore, it is impdrtém note that this pipeline project
represents a significant advantage to the EU mesrthanks to its reliable transit countries.
Especially Romania, Bulgaria and Hungary will colesably contribute to the
effectiveness of this project and then directlyhie European supply security. In addition to
these countries, Turkey is also an important pathis project as well. Further, similar to
the Baku-Thilisi-Ceyhan Pipeline, this project ilscaa big advantage for Turkey. It
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consolidates Turkey’s position as a transit countonn Roberts summarized very well this
situation in his article by these sentences: “Thigarticularly true of the Nabucco Project,
which, if it is developed in the way its promotemsvisage, would do most to establish
Turkey as Europe’s fourth artery” (Roberts 2004.9)p.

Consequently, this project is a real chance fors=$#curity of natural gas supply. EU will
have the chance to receive large amount of nagaalfrom different resources and to
diversify its suppliers. If a sufficient amount gas can be supplied from these areas to
Europe, the import dependency for the natural gaussia will considerably decrease and

the security of supply will be enhanced.

5.2.1.1.3 Turkey-Greece-1taly | nterconnector

Turkey-Greece-ltaly interconnector is also a sigaiit initiative to diversify the energy

resources and to ensure the security of energyysupthe EU.

Actually, this interconnector is just a part of hipeline project which will be constructed
between Middle East and Caspian natural gas supqaietries and European consumers.
Essentially, this pipeline project is consisted?aiain parts. The construction of the first
part which is called Turkey-Greece Natural Gas IRipewas started in 2003. The main
objective of this project is to link Turkey and @oe and to ensure a safe transport of
natural gas from Middle East and Caspian Regioouthin Turkey to Greece and later to
Italy (Ozkan 2007, p.51).

This project is quite Sefficient for both TurkeydaGreece. According to the expectations,
this initiative will perfectly serve to the basiotérests of both sides. To highlight their
interests, it is relevant to stress that Greecenlyaims to diversify their supplier and
transit countries and to ensure the security oir taeergy supply. On the other hand,
Turkey’s main aim is to strengthen its positionaasansit country between East and West
(Tsombanopoulos, 2007).
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This natural gas pipeline between Turkey and Ebhiy the first part of this project. The
second part will link this interconnector to Itadgpecially to enhance the sufficient gas
supplies to ltaly. The extension of this pipeliveQtranto will be held between 2010 and
2015 (Tsombanopoulos, 2007).

It is obvious that these two integrated project$ mave significant effects on the European
energy security. Since the supplied gas will pass through Turkey and then through
Greece, all the possible risks regarding sabotdigeyptions, instabilities.etc will become
minimized. Finally, in the future, if the expectats will be perfectly met, this initiative

will be an efficient measure to improve the segusitenergy supply in the EU.

5.2.1.1.4 The South Caucasian Pipeline (Baku-Thilisi- Erzurum Pipeline)

The South-Caucasia Pipeline which is also calleBasau-Tbilisi-Erzurum pipeline is one

of the efficient pipeline projects launched by Western partners. As well as Nabucco
project, it is considered as one of the main itiites to lessen the high dependency to
Russian natural gas reserves and to ensure acassao the large Caspian gas reserves.
The main objective of this pipeline is to transpibet Azeri and Turkmen gas to European
markets passing through Thbilisi and Erzurum. ISthbjective will be perfectly met, the
dominant position of Russia will be weakened in thgion and European energy security
will be enhanced (Ozkan 2007, p.51).

Different and coincident objectives of Turkmenistard Azerbaijan are the main obstacles
of this project. Due to the problems between theseregional powers, Turkmen political
actors do not still accept to be integrated to gnigject. Finally, if this obstacle will be
overcome and both of Azeri and Turkmen gas willtta@sported to Europe, this project
will be a serious challenge for Russia. It will #lso a relevant option for EU to diversify

its suppliers, to lessen the threats and to ertkersecurity of its energy supply.
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5.2.1.2Gulf Region

Gulf Countries’ oil and natural gas reserves aratagically and geographically important
for both regional and western consumers. These megional supplier countries are
Bahrain, Iran, Irag, Kuwait, Qatar, Oman, Saudi PAaand United Arab Emirates.
According to 2003 data, these countries possegeient of the world’s oil and forty-five

of the world’s natural gas reserves (www.eia.do@suoeu/cabs/pgulf.ntml 2007).

Among them, Bahrain, Kuwait, Oman, Qatar, SaudidaaUnited Arab Emirates are also
the members of the Gulf Cooperation Council whishconsiderably important for the
European consumers. Most of the reserves in thmsatries enable the EU to diversify its
suppliers. Accordingly, EU aims to develop its tielas with the GCC members, especially
to ensure reasonable oil prices, to strengthemthastructure between two regions, and to
promote their energy dialogue based on transparenapd reliability
(europa.eu/rapid/pressReleasesAction.do?referen@&5£87 9&format=HTML&aged=0&I
anguage=EN&guiLanguage=en 2007).

Apart from the GCC members, Iran has also a sigamti position for the future of the
European energy supply security. Due to its laifeeserves, Iran is the fourth biggest oil
producer and exporter country. Additionally, Iralscapossesses the second largest gas
reserves in the world (Moradi 2006, p.181).

Despite its large oil and gas reserves, there sctigely launched energy dialogue between
EU and Iran. Basically, the political regime ofrirés the main reason of this obstacle.
Accordingly, its political regime, the dispute witlhhe United States, its pro-Russian
attitudes and its nuclear efforts impede to lauaatioser dialogue between Iran and the
EU. Among these reasons, United States’ oppositaard Iran is the main challenge for

both sides. This kind of opposition prevent toiaié¢ a long and efficient pipeline project
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between South Caspian Region and Europe which delliver Iranian oil and gas to
European markets. However, though the high politeasion between US and Iran, EU
also continues to pave the way for a possible gnéiggogue in the future. Iran’s observer
status in the ECT is the proof of these efforts (&uip 2006, p.183).

It is obvious that if the necessary political sk&piwill be installed both in its domestic
politics and in its relations with the Western aamers, Iran can be an efficient actor for

the EU’s energy security in the future.

5.2.1.3Mediterranean and North African countries

Similar the producers in the Caucasus and in tHeR&gion, the Mediterranean and North
African countries possess large oil and gas reserVhese large reserves enhance the
geopolitical and geostrategic importance of theeas Specifically, Algeria, Tunisia and

Libya are the main energy actors of this region.

The Euro-Mediterranean Partnership, launched irb 199the Barcelona Declaration is a
milestone to improve the dialogue between EU memlamd Mediterranean Countries.
This partnership essentially aims to develop thetnpa countries in the political,
economical and social terms. As well as politicatl conomical issues, energy has a
significant importance to deepen this dialogue. sSThMediterranean and North African
large gas reserves make this area more attradivéhé European Union and its supply

security.

This close energy dialogue is actually based onesomcial priorities. Basically, these are

to promote the energy related areas, to enhancealitlegue between the partners, to
consolidate the energy infrastructure and to eragmithe energy efficiency and the use of
renewable energy in these areas (ec.europa.eulakteglations/euromed/conf/sect/

energy.htm 2007).
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In light of the priorities set above, it is obviotleat EU members have seriously focused on
oil and gas reserves of this region to diversifgitisuppliers. Accordingly, EU members
are part of three essential ongoing natural gaslipgs and also two recently-launched
initiatives. Main ongoing pipeline systems are Trans-Mediterranean, Maghreb-Europe
Gas and Greenstream Pipelines. Among them, bothsvkediterranean and Maghreb-
Europe Gas Pipelines transport the Algerian gdtatp. (www.eni.it/eni/internal.do?RID=
@2xUaE%7C0?xoidcmWopk&catld=-1073759905&cntTypeldBd&portalld=0&lang=

en 2007). Unlike these two pipeline projects; éatream is the sole pipeline which
transports natural gas from Libya to European ntarke significant part of this project is
under the sea. It has the capacity to produce8ratnral gas per year
(www.eni.it/eni/internal.do?RID=@2xUaE%7C0?xoidcmii&catld=-1073759905&cnt
Typeld=1005&portalld=0&lang=en 2007).

Due to the geographical proximity, Italy, Spain dwttugal are the main delivery points
for the Mediterranean gas. Therefore, both Meditegan and European partners have
focused on the construction of the new pipelingguts. One of these recently-launched
initiatives is Medgas. It is designed that this jecb will ensure a safe transportation
between Algeria and Spain. Most part of the pigelvill be under the sea. As well as
ongoing projects, it is expected that this initiatiwill also contribute to the security of
energy supply in the future (www.medgaz.com/medquages/claves_mejora_seguridad-
eng.htm 2007).

Another pipeline project which will connect the Miedranean Basin to Europe is the
GALSI project. This project, having a capacity aband 353 bcf, will transport the
Algerian natural gas to Italy passing through Saedand Corsica. It is estimated that the
construction of GALSI will be completed on 2008 (d8aras 2006).

Thanks to all of these pipeline networks, the EsespUnion has the opportunity to access

to the reserves of these areas and gains the chanoeersify its suppliers. Consequently,

7C



the Euro-Mediterranean Partnership is the main toopromote the energy dialogue

between EU and partner countries and to enhanateas and gas transport.

5.2.2Energy Efficiency

Energy efficiency is an effective way to ensure #eeurity of energy supply and to
promote the environmental protection. Basicallyaiins to decrease the overall oil and
natural gas consumption and to increase the ersagpg in the Union. Accordingly, it is
acknowledged that energy efficiency has multipfeas. It mainly affects the security of
energy supply, the competitiveness in the EU and #mvironmental protection.
Accordingly, as it aims to decrease the overallscomption of the primary energy in the
EU and to increase the energy savings, it willaiyedecrease the high import dependency
and to promote the prosperity and the competitiotheé European society. Additionally, it
has also a significant role for the environmentaltgction as well. Due to the decline in the
fossil fuels, the C@emissions will decrease and the Kyoto protocabsimitments will be

respected (ec.europa.eu/energy/demand/index_eR0Qi).

Nonetheless, the key idea of the energy efficieadje energy saving. To consolidate this
initiative, European Commission set a target taese the excessive energy consumption.
In light of this effort, the Commission strongly\askes to the EU members to diminish their

consumption by twenty until 2020 (ec.europa.eufgyldemand/index_en.htm 2007).

To enhance the energy efficiency in the Union,sitrelevant to analyze the sectors
according to their energy consumption. Since thgirimeng of 1990s, the transport sector
has had the highest share in the total energy ogptson. Especially, the excessive oil
consumption is the main threat for this sectois Hlso relevant to stress that the rise in the
living conditions, the increase in the private caing® promotion of the internal market and
technological and the infrastructural developmémthis sector are the main reasons of its
highest shar¢European Environment Agency 2006, p.25). As wellhestransport sector,

households also consume large amount of energyhdating and cooling. During the
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summer, the southern part of Europe and duringviher, the northern part of the Europe

becomes biggest energy consumers in Europe (Eurdp@aronment Agency 2006, p.25).

As is previously pointed out, energy efficiencyasrelevant solution to undermine the
obstacles threatening the energy supply secutitig. dbvious that if the domestic energy
consumption lessens, the import dependency toxteeral resources will decrease as well.
Accordingly, it will be better if such a serioudwmon will be enhanced at the community
level rather than national level. Therefore, itlvok efficient if EU authorities will launch
some new measures to promote the energy efficiandyto ensure the security of energy
supply. Nonetheless, to clarify this issue andhforim European consumers, the European
Commission published the Green Paper on the Eredfigiency which specifically focuses
on some possible measures to enhance the eneiggreffy. In this respect, first of all, EU
should focus on the role of the research and dpuedot to develop energy efficiency-
related technologies. Especially for the transpod households sectors, the research and
developments are considerably important. Furtheemtrere are also specific national
action plans for each member state. In this gregep these action plans are considered as
one of the main tools which should be taken to eobahe energy saving in the Union.
Essentially, national action plans are vital instemt for the consumer states to list and to
guide their priorities. Specifically, it will be tier if member states will list the energy
efficiency as one of the main priorities in thestian plans. To make more efficient these
plans, they should also put some benchmarks abeyirbgress that they want to make. As
well as benchmarks, these efforts should absoluteimply with the Lisbon principles.
(European Commission 2006, p.16)

As well as the efforts previously stressed, anopfeasible measure is to implement a tax
policy. Tax can be used as a promoter or a detemstrument in the EU to ensure the
energy efficiency at the community level. This pglcan be efficient if the additional taxes
will be implemented to the energy products whicmtcadict with the goals set for the

energy efficiency. On the other hand, the energgpects which serve to the energy saving
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priorities should be tax free. In this case, evaltyuthe demand for the tax-free energy
products will increase and the energy efficiencyl Wwe indirectly promoted (European
Commission 2006, p.17). Besides these possible uressthe financial aids from the
member states, EU’ s institutions and EU-relateadéuhave also crucial importance to
improve the initiatives supporting energy efficigno the Union (European Commission
2006, p.17). As well as the Green paper on eneffgyiemcy, European Commission has
also proposed some new measures on its action fpfapnergy efficiency document.
According to this communication, some appropriatasures should be taken to limit the
excessive oil consumption and its tremendous effentinly in the transport and building
sectors. In the transport sector, the high-techeldgvnents have crucial importance to
promote the energy efficiency. These developmesize@ally pave the way for the
production of new types cars and vehicles. AccaginThe Commission will continue its
efforts to develop markets for cleaner, smartdiersand energy-efficient vehicles through

public-procurement and awareness-raising” (Eurof&mmission 2006, p.15).

Additionally, apart from the transport sector, thalding sector has also suffered from high
oil consumption. In this respect, European Commisgut a target of 40 megatons of oll
equivalent energy for the energy saving until 2Q20ropean Commission 2006, p.19).
Besides, EU has also focused on the constructiomewftypes buildings. This recently-
launched initiative specifically aims to providestltowest possible energy consumption. If
they will be successful in this new initiative, thenstruction of this type of houses will

increase in Europe especially until 2015 (Europ@ammission 2006, p.12)

Finally, European Commission has also another aglahe multilateral level. According to

this new initiative, the commission plans to lauachinternational agreement focusing on
the energy efficiency and on its advantages. Thaokshis agreement, the positive
outcomes and benefits of this issue can be expabégdnd the borders of Europe

(European Commission 2006, p.19)
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In conclusion, the energy efficiency is one of thest significant ways to prevent the
growing energy consumption and the European engugply challenges. For this reason,
European Union and its member states should usgemtplement all the necessary
measures on this issue to contribute to the enwiemtal protection and to ensure the

security of energy supply.

5.2.3The Use of Renewable Energy

The renewable energy has an increasing impetuseiret). The fragile European energy
situation, the high level gas and oil dependertoy, price volatility of the fossil fuels in the

European and international energy markets, thearoscabout the use of nuclear powers
and the commitments of the Kyoto Protocol increatdexlimportance of the use of the
renewable energy in the European Union. Accordinglyindermine these threats, member

states have an increasing tendency to use the adxheenergy.

According to 2004 data, the share of the renewabkrgy was only 6.3 percent in total
energy consumption. Increasing demand for oil aaslig almost all of the sectors is the

main challenge of the renewable energy.

Since a decade, the European Commission has ladiveln®us initiatives to promote the
use of the renewable energy in the Union. In tegpect, in 1997, the first target set by the
Commission was to increase the share of the rerdeveatergy by 12 percent until 2010
(European Commission 2006, p.4). At that time, tiaigget was realistic and desirable.
However, today, it seems that member states willbgoable to achieve this target until
2010. Actually, even though the Commission pursugeod policy by setting targets, the
diverse interests and different priorities of themier states complicates this process and
make considerably difficult to achieve a commorgear As well as this fact, the lack of
legally binding rules has also weakened the comipunitiatives in this issue. It will be
better if the community rules penetrate to the memstates and reorient some part of their

national energy policies. Especially, the transpamnd households sectors should be
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regulated by the community binding rules due tohlgh energy consumption (European
Commission 2006, pp.4-5). Despite these obstattiesCommission has continued to focus
on this issue and launch new initiatives. Recemtigmber states agreed on the mandatory
target set by the commission. According to this n&ep, member states agreed on
increasing the share of the renewable energy toe2fent in the total energy consumption
(European Commission 2006, p.10). In light of poergi experience, this target represents a
big ambiguity as well as the previous one. Ashsgious, each member state has a different
energy mix and different capacity to invest onritlated technologies. Therefore, it will be
a hard process for almost all the member stateedganize their energy mix regarding
this new and mandatory target.

Contrary to the obstacles and ambiguities streabede, the renewable energy has also
considerable contributions to EU’s energy supplusédy and the environmental
protection. As is well known to ensure the enviremtal production, the main measure to
be taken is to impede the excessive demand foiods fuels and to encourage &fdee
energy sources. Accordingly, renewable energy appesaa relevant option. Basically, the
wind, hydro and solar powers and biomass do notacomarmful CQ gases and are able
to protect the environmental balance and prevenhégative effects of the climate change.
As well as the environmental protection, the useaesfewable energy is also crucially
important to enhance the security of energy supBbsically, as renewable energy is
domestically producible, it has the potential terdase the high import dependency if it
will be able to substitute oil and natural gas. dasslly, it has appeared as a recent
alternative source for the electricity producti@ue to the coal’'s carbon emissions and the
high import dependency for the gas, the renewatdegy brings much more advantages to
consolidate the security of energy supply. In teispect, each member state has set its own
target to determine the share of renewable energyits electricity production.
(europa.eu.int/eur-lex/pri/en/oj/dat/2001/I_2838320011027en00330040.pdf 2007). If
the members will be able to meet their targetsp@tent of the total electricity production

will be maintained by the renewable energy in 20EQropean Commission 2006, p.7).
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Under these circumstances, the role of the renenatiérgy will be accelerated and begin

to replace fossil fuels, more seriously, in theralteconsumption.

In addition to electricity production, renewableeggy is also important for the transport
sector as well. As is already stressed, the exaesdi consumption in the transport sectors
maximizes the vulnerable energy situation of the Tt prevent the tremendous effects of
this situation, the Commission strongly adviseade biofuels rather than petrol and diesel.
Thus, it has recently set a target to promote leisfin the member states. According to this
new step, biofuels will constitute 5.75 percenthd total petrol and diesel consumption in

the transport sector (European Commission 2006, p.8

As is clearly mentioned, the use of the renewabkr@y has significant effects on ensuring
the security of energy supply. It has a cruciakrad decrease the import dependency
especially for the oil and gas. For this reasohtha efforts and the initiatives supporting

the use of renewable energy should be completéigrered and strengthened.

5.2.4 Internal Electricity and Gas Market

The internal gas and electricity market is actualycomplementary element of the
European internal market. The full integration loé €U can be reached only if all sectors
will be integrated. Regarding such integration, ¢theation of a well-functioning gas and

electricity market is essential.

In this respect, the gas and electricity directi@depted in 1996 and 1998 are considered as
the first steps toward the creation of an intererargy market. The main aim of these
directives was to create a fully liberalized inedrelectricity and gas market by promoting
the energy efficiency and the competition. In addito this basic step, further steps have
been still required to develop this initiative. Bhuhese two directives were promoted by
another two electricity and gas directives adopte@003. The main objective was to

ensure the openness and the full liberalizatiothisf market. They essentially targeted that
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by July 2004, the industrial and by 2007 all thetomers would be able to choose their
suppliers in the market (www.europarl.europa.eu/oeil/OpenDetailFiche.do?
ficheld=601&language=en 2007). Basically, thes® taenchmarks are milestones to
create a perfectly integrated internal energy ntatkepecially, having the right to choose
the suppliers avoids all the discriminatory regola and promotes the openness and
liberalization. To that end, such a competitive katiavoids the monopolistic structure of

the market and contributes to the security of tinergy supply in the EU.

As is mentioned above, a fully integrated and Blized energy market requires new
infrastructural investments. Due to the securitpaans, improving the infrastructure is
essential. If the internal energy market is basedaovell functioning and strengthened
infrastructure, most of the disruptions will be mized, benefits will be maximized and
the security of energy supply will be enhanced @paan Commission 2006, p.4-5). To be
successful, main priorities to improve the infrasture of the gas and electricity market are

set accordingly;

i) Identifying the most significant missing infrastture up to 2013 and
ensuring pan-European political support to fill thaps. Appointing four European co-
coordinators to pursue the four of the most impeirfariority projects: the Power-Link
between Germany, Poland and Lithuania; connectitmsoffshore wind power in
Northern Europe; electricity interconnections betweFrance and Spain; and the
Nabucco pipeline, bringing gas from the Caspiacdatral Europe.

ii) Agreeing a maximum of 5 years within whichrplang and approval
procedures must be completed for projects that deined as being "of European
interest” under Trans-European Energy Guidelines.

iii) Examining the need to increase funding for the Byefrans-
European networks, particularly to facilitate theteégration of renewable electricity
into the grid.

IV)  Establishing a new Community mechanism and stractdior
Transmission System Operators (TSOs), responsibt®fordinate network planning
(European Commission 2007, p.9).

It is relevant to highlight that the main benefitlois Trans-European Networks (TEN-E) is
to minimize the risks of disruption by integratiath the local electric and gas networks at
the community level. To be successful, TEN-E petisdifferent objectives and

benchmarks for the gas and the electricity sectorthe gas sector, TEN-E primarily aims

to integrate the insulated regions to the Europgas sector, to improve the pipelines’
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infrastructure and to extend the delivery of theural gas to further areas in the EU. On the
other hand, in the electricity sector, TEN-E essdlgtfocuses on the interconnection of the
electricity networks between the member statesadswon the extension of these networks
to outside of Europe, to the third countries (Iitgurropa.eu/scadplus/leg/en/lvb/I06019.htm
2007).

Finally, creating a well functioning and fully licedized internal gas and electricity market
has significant contributions to strengthen theusgc of energy supply. As is obviously
clear, it is an efficient instrument to avoid twmpgortant challenges which are the
dependency to a few suppliers and the risk of gug@ruption. Since a competitive and
liberalized electricity and gas market avoids thenopolistic structure by allowing the
smaller energy companies to integrate to the iateenergy market, consumers gain the
chance to diversify their suppliers and find théestiand the most reasonable options.
Additionally, as the internal energy market coneiidy favors new infrastructural
investments, the possible disruptions arisen frieentéchnical problems and infrastructural

deficiencies can be avoided.

In conclusion, the internal gas and electricity ketrhas a crucial role to enhance the
security of energy supply. Therefore, all possibkeasures should be taken to complete the

liberalization process of the market and to inceaesefficiency.

5.2.5Storage Capacities and Emergency Stocks

As is well known, EU has tried different ways tcsere the security of energy supply and
to ensure the energy situation of EU in the futlires relevant to stress that main measures
listed above, the diversification of energy souraasergy routes and energy mixes, the
improvement of the energy efficiency and the useenéwable energy, the implementation
of a liberalized and secure internal gas and et#iytmarket are able to ensure the security
of energy supply in the long-term. However, EU alseeds some other short-term

measures to provide the stability in the market @ndnsure the security of energy supply
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during an unexpected crisis. In this respect, orga gas and oil stock mechanism can be
an efficient way to protect the security of enesyypply from the possible effects of an

energy crisis in the short-term.

Obviously, such a stock mechanism has a signifipaténtial to support and to improve
the EU’s fragile energy situation. As is previousigntioned, the high dependencies to the
unstable and unreliable suppliers increase theofifleing disrupted. Therefore, a sufficient
storage capacity is highly required to preventtteenendous effects of such an expected

crisis.

Today, the storage capacity issue has an increasipgtus in the EU. Member states
began to realize the importance of such short-temeasures for their security.
Unfortunately, EU does not have still a well-functing storage policy. It has a more
coordinated oil stock mechanism than gas stockdeddt, all the member states have a
legal obligation in this issue. According to thikligation, member states are obliged to
have oil stocks at least for ninety d&y$he aims of these oil stocks are to ensure the
security of oil supplies by increasing the coortiora between the member states, avoiding
all the possible damages arising from the enerigyscand protecting and strengthening the
stability and the reliability of the oil market ({pt//ec.europa.eu/energy/
oil/stocks/index_en.htm 2007).

As is clear, these oil stocks are very importargrimtect EU from the negative outcomes of
a possible energy crisis. Especially, when thera pdysical or a technical disruption, the
consumer countries can easily face with the inption in the supply. In this case, member
states can provide their oil supply from their stibcks. Thus, thanks to these stocks, the
stability of the energy market and the securitythef oil supply can be enhanced. To be
more efficient, the capacity of oil stocks in the) Bas been developed. Today, they are

able to meet 120 days oil needs in the EU (wwwmoruorg/News/press/

2This is a legal obligation according to the direz: 98/93/EC
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2007/2007002.htm 2007). This is a serious and itapordevelopment in the storage
policy. Bearing in mind that such a developmenthia oil storage capacity proves that
member states started to take seriously the coscetating the unexpected energy crisis

and the effective yields of the storage capacity.

Unlike the oil storage capacity, there is not aallgbinding requirement to establish
permanent and mandatory gas stocks in the membimsstEach member state has quite
different gas stock capacities. According to 20@%ad Austria possesses the largest gas
stock capacity among the EU members. As well agriaysGermany, France and Italy are
other member states which have also large anddeeklioped emergency gas mechanism.
Apart from these members, Finland, Ireland and ®wdthve highly suffered from the lack
of a gas storage capacity (www.eu2006.at/en/News#P’Releases/January
/0901 bartenstein.html 2007)his obvious gap between the members has appesiadig
challenge to ensure the security of energy supptyomly at the national but also at the
community level as well. To prevent all possibkks and threats, a co-ordination between
the member states is highly required. The intevactshould be enhanced and the
cooperation should be strengthened between the erestdites. To that end, the countries
which possess large gas stocks should help anddera@ssistance to the countries which
have limited stocks when it is necessary. Unforteigait is not always possible to ensure
such an enhanced cooperation. As is well knownswoer states usually preserve their
advantageous situation due to the increasing coagerthis issue. Thus, most of members
which possess large gas storage capacity are aatutd share their stocks with other
members (Morelli 2006, p.26).

Finally, both oil and gas stocks are quite effextiustruments to ensure the sustainable
energy supplies, especially, in the unexpectecasans. To be successful, it would be
better if a binding mechanism will be launchedeagulate the gas storage capacity among

the member states. In conclusion, a mandatory amdinlg initiative will considerably
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promote the efficiency of this mechanism and enbahe sustainability of secure energy

supplies.

5.2.6 External Energy Policy

As is discussed in the previous chapters, the emgdls toward the security of energy
supply are neither ordinary nor simple. All of taehallenges necessitate serious measures
to avoid their negative and destroying effects. c8jmally, an enhanced and a well-

coordinated external policy are highly requireéwoid these threats.

As is well known, diplomacy is one of the main pgltools to solve the problems and to
promote the interactions between the political @t the international relations.
Accordingly, to enhance the sustainability in theergy supplies, and to consolidate the
stability in the energy market in the long termpldmacy should be taken into
consideration as an efficient tool. Specificallgying a common approach toward suppliers
and establishing reliable and transparent dialoguegssential to create an external energy
policy (European Commission 2006, p.14). Furthermore,riglsvant to highlight that the
key notions of such a policy are transparency afhdhility. Without ensuring transparent
and reliable relations, EU cannot launch an extesnargy policy between its members and
third parties. In this regard, spring EU Summitgséd that EU should spend much more
efforts to develop this policy and focus on thediers and policies toward Black Sea,
Central Asia, Russia and other European neighbarlaoeas, Middle East, China, Norway
and United States. As is highlighted in the presisactions, among these areas, the Black
Sea and Central Asia are the main priorities ferEkJ to diversify the suppliers and transit
countries. To that end, it is quite useful and ssagy to develop an external energy policy,
especially, in favor of these areas. In light aégh goals, the European Commission set

some principles to promote an external energy polibese are;

i) The EC and its Member States should be a key rdiivethe design of
international agreements, including the future bé tEnergy Charter Treaty
and the post-2012 climate regime.
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i) EU energy relations with its neighbors are fundatakto European security
and stability. The EU should aim to build up a widetwork of countries
around the EU, acting on the basis of shared ralegrinciples derived from
the EU energy policy.

iii) To enhance relations with our external energy sigpp| further developing
comprehensive partnerships based on mutual interdsansparency,
predictability and reciprocity.

iv)  To continue to develop closer energy relations wither major consumers,
in particular through IEA and G8 or through intefisd bilateral cooperation.

v)  Develop the use of financial instruments, via emeanco-operation with the
EIB and EBRD and the establishment of a NeighbatHowestment Fund, to
enhance the EU’s energy security.

vi)  To improve the conditions for investments in indional projects, working for
example to secure a clearly defined and transpategal framework and
appointing European coordinators to represent Etéiasts in key international
projects.

vii) Promote non proliferation, nuclear safety and séguin particular through a
reinforced cooperation with the International Atentinergy AgencyEuropean
Commission 2007, p.18).

If these objectives will be implemented, there vii# an external energy policy at the
community level and it will have three main contitiibns to the security of energy supply.
First of all, an external energy policy will consialte the stability in the energy market and
to prevent the consumers from the sharp price awankhis policy will also enhance, at the
same time, new common initiatives which will sere the interests of both parties.
Especially, the construction of the new pipelineshe LNG terminals will be significant
beneficial outcomes of this policy. Finally, it Wéncourage the member states to have a
common approach to deal with the outcomes of thewseenergy crises (Geden, Marcelis
and Muare 2006, p.25).

Among the member states, despite the fragmenteagpes toward the common energy
policy, almost all of them support an external gggrolicy to ensure their energy security.
Especially the big member states, Germany, UK aataré, strongly encourage and

support an external energy policy (Geden, Mar@alis Muare 2006, p.25).

Finally, an external energy policy is strongly recoended to enhance energy dialogues

with producer and transit countries to avoid thegilde damages of the energy crisis and to
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promote the security. In conclusion a well-funcii@nnetwork system with third parties
and an enhanced dialogue based on a common exteneady policy will relatively
minimize the challenges which threaten the secofignergy supply in the Union.

5.3MEASURES AT THE MULTILATERAL LEVEL

The energy issue is a big priority in the globag¢rada as well as in the EU. Especially in
the energy issue, the security of energy supplgephnhas a growing importance for both
the countries and the international institutionsosM of the organizations have some
initiatives to ensure the security of supply.

The European Union is also in cooperation with safthe international organizations to
improve the energy security. Some of them are matisnal Energy Agency, G8 Summits,
OSCE, United Nations, and Energy Charter Secretaria

5.3.1lInternational Energy Agency (IEA)

Concerns towards western energy security and seairenergy supply have appeared for
the first time during 1973-74 oil crises. The tremeus effects of this crisis weakened the
energy security of western consumers by strengtigetiie dominant position of OPEC.
Accordingly, this bad experience can be considaszd wake-up call for consumers to take
relevant and adequate measures to undermine theyleg effects of the crisis. Since
almost all the western countries highly suffereohfrthis crisis, they realized that their
energy security cannot be enhanced only at themsdtlevel. They agreed on the necessity
of a multilateral assistance to solve the ongoirablems and to stabilize the international
energy market. To that end, the International Epé&gency was established in 1974 by 26
members. The common objectives of these 26 menalserto promote security of energy
supply, to decrease the risks relating to oil,tbance the energy market (Belgrave 1987,
p.185-188). The establishment of IEA is, especidlig sole positive outcome of the 1973

oil crises.

83



In light of objectives set above, the main goall®A is to ensure the energy security
among its members. In this case, IEA mainly fosuse the development of oil stock
capacity to avoid all kind of effects of unexpecteill disruptions and related crisis.
Accordingly, IEA members have to keep their oilrage capacity equal to 90 days (in
minimum) of the previous year’s oil import leveh{grnational Energy Agency 2007, p.8).
This measure is significantly efficient not onlyr icA members but also for EU as well.
17 members of IEA are the EU members at the same fTherefore, all measures taken at
IEA level directly affect the EU politics. To illtrmte this close dialogue, it is relevant to
stress that similar to IEA, EU members have alsantintain an oil stock mechanism
which will be sufficient for 90 days. This similaneasure about the oil stock mechanisms
shows that EU and IEA are interacting in the endigld. Especially for the EU, this
obvious interaction is necessary and quite efficisn avoid the negative effects of

unexpected oil crisis and promote its energy suppburity.

In conclusion, the close dialogue between IEA ahidpfomotes the initiatives to enhance
their security of energy supply and to consolidaisr energy security. By taking overall

relevant measures, IEA promotes the stability e\\Western energy market.

5.3.2G8 Summits

The G8 summits, holding a different structure, espnt a special multilateral platform to
discuss the ongoing essential global problems.d@8sisted of 8 main prosperous states,
usually focuses on the main ongoing challenges.imai& G8 countries are United States,
Canada, Germany, France, ltaly, Russia, EuropeaonnUand Japan. Among various
challenges, the security of energy supply had lweenof the main priorities of 2005 and
2006 summits (European Commission 2006, p.42).

The 2005 summit, held in the United Kingdom, spealfy focused on the environmental
protection and the climate change. Specificallgythighlighted the harmful effects of the

CO, emissions for the climate change and mentionedntpertance of secure and reliable
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energy suppliers to ensure the security of eneugply. To deal with these problems, they
highlighted various measures which should be takem implemented seriously.
Accordingly, these measures are to enhance theecaign between the participant
countries, to maintain financial assistances froatlas primary financial institutions, to
develop a common approach about the climate chaongeecrease the emissions of the
carbon dioxide gases, to promote new initiatives stppport energy saving and to
consolidate the energy security and the sustainddtelopment (G8 Gleeneagles Summit
2005, pp.1-3)

In 2006, the energy security had still remaineds of the main issues discussed in the
G8 Saint Petersburg Summit. They especially focumeednhancing the energy security
concentrating on both security of demand and syppby stability of oil and gas market

and promoting the alternative cleaner energiesd@an Commission 2006, p.42). The
main interesting point of this summit is that US) Bnd Russian leaders maintained an

opportunity to discuss the current and essent@lpms and to find out relevant solutions.

Finally, it is obviously clear that these summiteypde a relevant platform to handle and to
discuss the ongoing problems between EU and Rasslato strengthen the transatlantic

and pacific relations of EU.

5.3.30SCE

OSCE, holding 55 participant countries, is onehef largest regional security institutions.
It is not only a European organization but alsgpoesible of the problems in North
America, Mediterranean Basin and Asia. Thus, itsezof influence is considerably large.
The main objective of this efficient security orgaation is to ensure the security in these
large areas by using different measures. Througlel coordinated policy, OSCE
especially favors a comprehensive approach of ggctlihey do not only focus on military

and politics, but also encourage the stabilityhimm @conomical and environmental issues.

85



As is highlighted above, OSCE interprets the séguissue from different aspects.
Accordingly, one of these aspects is the energyrggcSo, to promote the energy security,
OSCE has essentially focused on ensuring a subtajn@liable and safe energy supply.
To that aim, they essentially favor the securitgeoérgy supply and demand, the enhanced
energy dialogue between the consumer and the peodtauntries, the launch of new
initiatives toward the energy efficiency, the udahe renewable energy, the stability and
reliability of the international energy market ahe diversification of the energy suppliers
and the transit routes (Gutch 2006).

To conclude, it is relevant to highlight that alltbese objectives perfectly comply with the
EU’s priorities in the same issue. Both OSCE and fetbr a strong energy policy to

ensure a reliable and affordable energy supplytamidomote their energy security.

5.3.4 United Nations

Among the IGOs, United Nations is the largest oizmtion which favors peace, equality
and prosperity in the world. Since its sphere ¢ilvées is considerably large, UN has been
frequently involved in many areas. Such a largeezafinfluence is a big advantage for the
EU as well. As is well known, all of EU members aeets of UN system. Therefore, there
is a close interaction between UN and EU.

Due to this close dialogue, it usual that UN and $fHldre some common goals, priorities
and policy initiatives. Specifically, one of thesemmon priorities is the energy security.
Under the UN framework, the energy issue has beerdlad within the scope of the
sustainable development project. According to sigsificant initiative, they basically aim

to ensure a safe access to the reliable and seoergy resources, to increase the use of

renewable energy and to improve the energy effigiefior decreasing the total
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consumption and to ensure the energy savingvww.un.org/esa/sustdev
/sdissues/energy/enr.htm 2007).

In light of these objectives, it is acknowledgedttlunited Nations and European Union
pursue the same goals in the energy field. Botth@f have spent considerable efforts on
the energy security.

Accordingly, these close interactions between Ed &N have pave the way for the
creation of a specific commission for the econoaffairs in Europe which is called UN

Economic Commission for Europe. This commissiorvigles a forum in which European

countries have the chance to meet, to discussaadaiuate the problems and to look for
the solutions to these challengdsufopean Commission 2006, p.42).

To sum up, it is relevant to highlight that Europednion should pay considerable
attention to its relations with UN. The financiadapolitical assistance of this organization
provide great advantages to ensure its goals. Edlyedn the energy field, UN support is

highly required for the EU to deal with the ongosmergy challenges.

5.3.5Energy Charter Treaty

Energy Charter Treaty, signed by 51 countries, nseaergy related agreement which
mainly focuses on trade, investment and transiteissin a broader sense, ECT has been
based on two main factors; encouraging adequatastnfictural investment and enhancing
the energy transit security. Accordingly, the mabjective of this treaty is to favor the
energy security by taking the appropriate rulesyioimize the risks concerning investment
and trade. It basically highlights the crucial rabé the investment for the energy
infrastructure and the energy security. In thipees, the treaty requires that each state
should accept the foreign direct investment ateddft levels provided that all the

investments are equally accessible, transparent ancefficient
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(www.encharter.org/index.php?id=6 2007). AdditiopaECT also deals with the security
of energy transit within the scope of the secuoityenergy supply. It especially highlights
that the transit countries should take appropna@sures to prevent any supply disruption
and to ensure the continuity of the safe and ridiabenergy supply
(www.encharter.org/index.php?id=5 2007). Since pmmrities of both sides are quite
similar, the energy dialogue between ECT partidiiates and EU members had been

much more heightened.

To conclude; EU’s close energy dialogue with thifedent organizations is an efficient
way to promote the security of energy supply. Assehorganizations maintain efficient
policy instruments and large zone of influencewiuld be efficient if EU members

encourage the cooperation and respect the decisikes at this level.
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6. CONCLUSION

Since the 1990s, the EU has been one of the majdicpl and economical actors in the
world. Especially, as a soft power, the Union hamiBcantly promoted the stability,
transparency and security. Accordingly, all thesgible risks and threats which have
caused deep crisis or, in a wider extent, the taertme in the EU are considered as the
major challenges for the security. In this resp&ztensure the security is indispensable.
Therefore, the security of energy supply is an irtaod part of the overall EU’s security. In
accordance with this fact, it is important to nthtat, the new technology age has increased
the energy consumption and, to that end, the neednbre energy has automatically

inflated.

As is previously mentioned, this study has focusedfive primary energy resources.
Among them, oil and natural gas have dominant ostby holding the largest shares in
the total consumption. In addition, these share® leso the tendency to increase in the
very near future. It is clear that due to the latkufficient oil and gas reserves, EU has to
import large amounts of oil and gas from the exkrsuppliers which are generally
unstable and unreliable. This means that the isargalemand for oil and natural gas has

become one of the main challenges of the Union.

In accordance with the increasing demand, the eakeril and gas suppliers have became
crucial actor’s vis-a-vis the EU members. Basicaliese are Russia, Middle East and Gulf
Countries, Norway, Mediterranean, North African @woies, the Caspian and Central
Asian producers. Among them, Russia and OPEC awemuain giants in the international
energy market. Essentially, Russia is the gas d@BE®is the oil monopole. This situation
is the same for the EU as well. Specifically, moétthe EU members, especially the
Central and Eastern European countries are despeddpendent to Russia for the gas
supply and almost all of them are dependent taXREC countries for the oil supply. This

kind of dependency is a quite risky situation foe EU members. As is mentioned in the
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previous chapters, almost all of these major sepplhave suffered from the deep political,
economical and social turbulence. Furthermores, #l$o a big challenge to be dependent to
a few suppliers. Due to their dominance in thermagonal energy market, they have the
ability to affect and to change the overall sitoatiof the consumers. For instance, a
possible unexpected price changes or political despvith the members can cause an
unpredictable supply disruption in the Union. TH&/3-74 oil crisis and the Russian-

Ukrainian disputes are the relevant examples fos Kind of threats. In both cases,

European consumers have seriously suffered frontrédmendous effects of these crises

and realized, once again, the negative effectiseohigh dependency to a few suppliers.

Nonetheless, apart from these challenges, therealace some infrastructural problems
which threaten the security of energy supply. Iis tlegard, the lack of investment to
develop the energy infrastructure and the gapshé ibhterconnection network in the
European gas and electricity market are other rmesblems of this issue. Especially, in
accordance with these problems, the lack of a in&dkconnected gas and electricity
market has appeared as one of the main challengbs UUnion. Some of the areas and the
countries are not still integrated to the market #ns situation prevents the completion of

the natural gas and the electricity market.

Moreover, as well as the challenges stated abawvether important challenge for the

security of energy supply is the lack of a commpargy policy. The national interests and
the national priorities prevent to develop a comraeaargy policy within the Union. Also,

it is important to note that, today, all the possiolutions to solve the problems relating to
the security of supply at the national level are #hort-term efforts. For the long-term

solutions, member states should be well coordinatetl have the same approach in this

issue.

In light of these challenges, it is relevant to alkat both EU governments and European

citizens have seriously realized the forthcomingaks toward their energy security. So, to
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undermine these challenges, this study has listed mentioned the relevant and
appropriate measures. To be effective, the measshesld be taken at the national,
community and multilateral levels. At this junctureis important to note that all of the
proposed measures have been backed by the officalments of the EU and reputable
international articles. As well as these basic duents, the specific points have been also
referred to the web sites’ information, where nsaeg Among these different efforts, the
measures taken at the community level are moreiefti than the others. Actually, the
measures at the national level which are the diieaton of the energy mix and the
bilateral relations with the producer countries ao¢ as effective as the measures at the
community level. They are usually long-term solnicand they cannot totally ensure the
security of energy supply. In parallel, the measwakthe multilateral level do not serve
perfectly to the required objectives. Since theyehmore general effects, they can support
the EU’s initiatives but they cannot solve the peofis completely. Therefore, it is possible
to emphasize that the community measures shoulel i@amary importance vis-a-vis other
measures and they should be respected by all tmeberestates. Among these diverse
measures, | strongly believe that to diversify shippliers and the transit routes and also to
promote the energy efficiency are the most relewamt efficient measures to deal with

uprising threats and challenges.

According to these efficient efforts, the diversdfiion policy is quite important to provide
and even to strengthen the security of energy supphe EU. As is previously mentioned,
Russia and OPEC are the monopoles in the Europeagyemarket. Most of the European
consumers are highly and desperately dependeritetwit and gas imports from these
suppliers. To eliminate this dominance, the diferaiion of suppliers and transit routes
has been launched as a relevant policy. In thipects Caspian, Central Asian,
Mediterranean and North African suppliers appea®dhe main alternatives in scope of
this policy. Specifically, Azerbaijan, TurkmenistaKazakhstan, Algeria, Tunisia and
Libya are the main oil and gas producers in theggons. Furthermore, EU should also
diversify its transit routes as well. In this regjaiTurkey has a growing importance.

Comparing other major transit country; Ukraine, Ky is more reliable and secure for a
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safe oil and gas transportation from the CaspiasirBand Central Asia. Besides, as well as
the diversification policy, EU should also focus pmomoting the energy efficiency which
mainly aims to decrease the consumption and te#&ser the energy savings. If the energy
efficiency is sufficiently promoted, under this aimstance, the overall energy
consumption and the import dependency level witlrdase and the security of supply will
be enhanced. However, it is important to highligiat these measures can be efficient and
successful if only they are implemented by all tmember states. Therefore, the
coordination and the coherence are strongly reduared recommended. To that end, |
strongly believe that a common energy policy shdaddmmediately launched in the union.
This common policy should not be a strict policy, lat least, in some issues, there should
be binding decisions. Especially, member statesildnoave legally binding targets about
the use of renewable energy, the energy efficiesmny the gas and storage capacities.
Above all, all the member states should have mininstorage capacities for gas as well as
oil. If all the member states achieve to have amakgtorage capacity, the gap between
them will be decreased and during an unpredictsiscia possible supply disruption will
be minimized. For this reason, to be more effectind secure, member states should have
legal obligations about these issues. In accordaiitethese crucial points, even though
most of the member states are reluctant towardyar@am policy, this study comes to the
conclusion that a loose common energy policy wél én effective solution and will

perfectly ensure the security of energy supply.

In conclusion, the security of energy supply is ofehe vital priorities of the European

Union. To ensure the energy security, especiallierms of the energy supply, has been
one of the essential targets in the political andnemical agenda of the Union. In this
regard, it is important to note that a safe, seame sustainable energy supply is directly
linked to the overall energy security of the unidrherefore, for a consolidated and
strengthened Europe, member countries should beeawh their vulnerable energy

situation and they should take relevant efficieraasures to deal with the challenges.
Finally, to be successful, EU should develop newjguts to access to the new and rich

areas for a better diversification policy and toneh new initiatives to promote the energy
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efficiency and to save the optimum energy possitein the Union. To conclude, all the
efforts listed and comprehensively stressed shbeldssimilated by the European citizens
and the efforts toward a strengthened energy suggturity should be developed at the

lowest level.
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Appendix 1 - INOGATE Map of Natural Gas Pipeline
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Appendix 2 - INOGATE Map of Crude Oil Pipeline
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