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The main purpose of this paper is to preview the other
contributions to this volume of the EIB Papers. In
this context, it offers a few additional perspectives.
One highlights why energy issues have re-emerged
as a matter of policy interest. Another concerns the
difference between the macroeconomic impact of the
oil price shocks of the 1970s and that of the recent rise
in international energy prices. A third perspective — set
against concerns about the security of energy supply
for Europe — pertains to the wide variation in energy
import dependency across EU countries. Lastly, the
paper comments on the energy efficiency ambitions of
the European Union.
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From a political
perspective, the energy
risk landscape has
changed fundamentally
in recent years, with

a re-politicisation of
energy and geopolitical
rivalry over access to
energy-rich regions
characterising the scene.
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develop interconnections between Europe on the one hand, and the Caspian area and North Africa
on the other. Helm also reminds us that Europe’s energy security has an internal dimension, too, and
that, in fact, improvements to internal energy security would strengthen the EU’s bargaining power
vis avis foreign energy suppliers. Steps towards enhanced internal security of supply include further
internal EU energy market reforms and investments aimed at better interconnecting and integrating
Europe's physical networks.

The last paper focussing on the security of energy supply is that of Coby van der Linde, who
introduces us to the art of managing energy security risks. The key theme running through her
paper is that the energy risk landscape has changed fundamentally over the last decade or so,
requiring a re-evaluation of risk assessment and management tools and strategies. Many of these
tools currently used in most energy-importing countries - risk spreading through financial markets,
holding of strategic reserves, environmental risk management, diversification of both energy supply
and sources of supply, and so on - were developed after the 1973-74 oil crisis and adapted to the
market-oriented conditions prevailing in the 1980s and 1990s. Since then, following two decades
of a largely market-based system of energy supplies, a re-politicisation of energy is taking place;
investment options serve national interests rather than the international market; new players - such
as Brazil, India, and China - are becoming increasingly important; geopolitical rivalry over control of
and access to energy-rich regions characterise the scene; and geopolitical tensions show that energy
security will become firmly integrated in the foreign and security policies of a nation. Although
traditional risk assessment and management tools continue to be useful in these circumstances,
van der Linde argues that a new set of international rules is needed in order to prevent geopolitical
clashes over energy security.

The energy-security perspective of all papers introduced so far is European, if not global, and the
common thread is Europe’s dependency on fossil fuel imports from a narrow set of countries, many
of them perceived as politically unstable or unreliable. Against this background, the security of
energy supply has moved to the top of the EU policy agenda. In fact, given the EU’s dependence on
energy imports, there have been calls for a common EU policy vis a vis energy-supplying countries,
Russia in particular. It is fair to say that the willingness to coordinate security of supply policies
among EU member states, or even delegate such policies to the EU level, differs across member
states. The history of bilateral relationships between individual members, on the one hand, and
energy-supplying countries on the other hand partly explains why the support for a common
security of supply policy might not be equally strong in all member states. At the same time,
differences across member states in the degree of import dependency probably play a role too. But
how unequal are EU member states in this respect and why are they unequal?

EU energy import dependency is projected to increase considerably in the years to come, largely
because of an anticipated drop in EU production of primary energy. More specifically, the EU import
dependency ratio - that is the ratio of net imports to total consumption* — is projected to increase
from 53 percent in 2006 to 65 percent by 2030 (European Commission 2006b). This uptrend is most
pronounced in the case of natural gas, with dependence on natural gas imports foreseen to rise
from 54 percent to 84 percent by 2030.

Not all EU members are equally dependent on fossil fuel imports, however. In fact, there is a great

deal of dispersion around the EU average. Figure 5 plots the share of net imports for each fossil
fuel in relation to total consumption. As can be seen, the ratio of total fossil fuels imports to total

4 Total consumption is gross inland consumption defined as follows: primary production + recovered products + net imports
+ variations of stocks — bunkers (=quantities supplied to sea-going ships). All data refer to EU-25.
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consumption ranges from around -40 percent for Denmark, which is thus a net exporter, to more
than 80 percent in countries such as Belgium, Ireland, Italy, and Portugal.

Figure 5. EU countries’import share of coal, oil, and gas in total consumption (in %), 2005
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Source:  Eurostat.

As described in more detail in Box 1, there are essentially two reasons why import dependency
differs across EU countries. One is variation in the domestic production of fossil fuels. The other is
variation in the use of nuclear energy and renewables.> Distinguishing between (i) least import-
dependent EU countries, (i) medium import-dependent EU countries, and (iii) most import-
dependent EU countries, the following picture emerges. There seems to be a North-South divide,
with northern countries being relatively well-endowed with fossil fuel resources and/or relying to
a large degree on renewables and/or nuclear. In virtually all countries of the first group, domestic
production of fossil fuels covers more than half of total consumption; the exception is Sweden, with
no fossil fuel production to speak of but an exceptionally large contribution of renewables and
nuclear. Countries in the second group rely on nuclear energy and/or renewables to a degree that is
close to or way above the EU average; Latvia and Austria are the exceptions as they have no nuclear
energy but an unusually high share of renewables (about one quarter) in total energy consumption.
Finally, although some of the most import-dependent EU countries have significant domestic fossil
fuel production (Greece), nuclear energy (Belgium), or renewables (Portugal), in none of them
are domestic sources of energy large enough to prevent a high degree of import dependency;
interestingly enough, this group of countries comprises all EU Mediterranean countries, except for
France.

5 Reflecting common practice, nuclear is treated as a domestic source of primary energy irrespective of whether uranium is
imported or not. The EU imports almost its entire natural uranium requirement, supplied by a diverse set of countries. By
contrast, around 70 percent of enriched uranium originates in the EU, with most of the remainder imported from Russia.
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Energy-import
dependency varies
considerably across

EU countries, and there
seems to be a North-
South divide.
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