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Address by the Prime Minister Gediminas Kirkilas at the RUSI Conference EUROPE‘S ENERGY CHALLENGE: SECURING SUPPLY

Energy Security Challenges

Your Excellencies ministers, ambassadors,

Distinguished professors, speakers and guests,

Ladies and gentlemen,

With the end of the Cold War and bipolarity in international relations, new phenomena came to limelight. A number of new states and regional organisations, let alone new problems and challenges, mushroomed in international arena. The concept of security has also been changing ever since. The prevalence of Cold War ‘champion’ - hard security - faded away; and environmental, societal, economic and the latest international terrorism, energy and cyberspace issues expanded security agenda. Let me therefore focus on energy security, as Lithuania does have experience, cooperation potential, and the vision about the topic discussed.

In the present-day world, energy is no longer merely an economic notion. It is more and more intertwining with issues of security, environment, climate change, and infrastructure. It is little wonder that the issue of energy security has become part of international diplomacy as well. To my mind, in terms of politics, energy security is immunity of a state from external pressures that transform energy into a political tool. We should ask ourselves why energy is being more and more associated with politics, and not with economy.              

Political flavour in energy sector has intensified over the last years. Energy market is some sort of an oddball since it possesses certain resistance to globalisation trends that are obvious in other areas of economy. At present, around 85 percent of the world’s energy resources are owned by the state-owned national energy companies. As a rule, they are „national champions“ and are being turned either into an important political tool, or a powerful lobby. On the other hand, there is rising competition among the world’s major energy consumption centres, such as USA and EU, or those of a rapidly growing China and India.             

Rising demand for energy resources does not meet supply, which is not growing. Partly due to this fact, conditions arise for the energy-rich countries to profit from the situation for political ends. For instance, our neighbour Russia, with whom we want to maintain good and friendly relations, owns the largest gas reserves in the world and is one of the top global oil producers. In principle, we are not against energy import from Russia. We want and can create a mutually beneficial partnership with Russia in the area of energy. Yet we are concerned about the energy monopolization in Russia, ranging from extraction and production to transport, sale, and transit. Nobody would have doubts about the credibility of Russia, as energy supplier, if there was greater flexibility and competition and more partners from the West.                       

Russia is not just a largest energy producer in the world; it is also a significant energy transit state. In the context of oil and gas diversification, the European Union is interested in buying gas and oil directly from the producers in Central Asia and the Caspian region. All of us are fully aware of the fact that major oil pipelines from this region cross Russia’s territory. To my mind, safeguarding free transit would be a very positive step from the part of Russia, which would constitute an expression of an honest and sincere partnership. If the Energy Charter and the Transit Protocol do not become instruments that help anchor reciprocity, is it not the time to think about different measures as well, in order to have the level playing-field between Europe and Russia?               

To my mind, the politicization of energy sector does not contribute to stability. We should and could try to change the situation by means of diversification and solidarity. Energy security is strengthened by diversification of energy suppliers. However, the geopolitical environment is not favourable enough, since certain energy-rich states oppose to this idea. Further, for energy-importing states, we could reduce dependence from the imported fossil fuels, and not merely discuss the alternative routes.           

Ladies and Gentlemen, 

We should also re-evaluate the correlation between climate change and energy security. The joint letter by the UK and the Netherlands to the EU partners on the close interrelation between climate security and energy security is a very timely call. By dealing with the problem of global warming, we give a new stimulus for energy saving, the use of renewable energy resources, and nuclear energy. Good investment into the energy security and climate security is saving of energy. The use of local renewables and the renaissance of nuclear energy would not only reduce greenhouse gas emissions, but would also increase the diversification of energy mix. 

I would like to underline the importance of nuclear energy. The approach to this type of energy has been changing. Nuclear energy is an attractive alternative to traditional energy resources in commercial and environmental terms. Lithuania has been currently focussing on nuclear energy development. We expect to have our new nuclear power plant operational as of 2015. Along with this, we intend to carry out other projects like power-bridges with Sweden and Poland, joining the Union for the Coordination of Transmission of Electricity (UCTE), which will increase commercial attractiveness of Ignalina NPP and contribute to faster integration of the Baltic energy island in a single European energy system.  Thus, we can achieve lower Baltic dependability on Russia as well as diversification of primary energy resources. INPP is a commercial project which is of utmost importance to Lithuania as well as the entire region in terms of geo-energetic security. In case of Lithuania, it is extremely difficult to sort out the problem of dependability on a single gas supplier. Interconnection of Lithuanian and Polish gas pipelines – as a possibility of supply diversification – has been under consideration. Another alternative, which requires deeper analysis, is the construction of the liquefied gas terminal in the Baltic region. These projects are complex and expensive ones. However, they are important to our region; therefore they will receive special political attention. We expect active participation from the EU as well.

Solidarity is the other side of the energy security coin directly linked with diversification. At present, a unification process of energy producer countries is taking place by means of various written and unwritten agreements. But energy consumer countries are rather slow to unite. The European Union has taken first steps in this direction. We welcome the spring European Council decisions relating to a single European energy policy and market. Nevertheless, I see a number of problems here. How can we speak about the single energy market if, for example, the Baltic States or Spain are still energy islands? Europe’s inability to speak unanimously with major energy producers is also an obvious problem. The European energy policy looks very ambitious on paper, but, in practical terms, a bilateral energy policy continues to get the upper hand. 

To this end, we also have to strengthen the transatlantic energy dialogue and coordination of positions. NATO should be prominent in this field. The Alliance could play a more important role both in guaranteeing the security of critical infrastructure and bringing political energy security aspects into sharper focus. Besides, we must strive for unified global game rules in the energy sector. If we were successful in the trade issue, why should energy matters be different? 

Ladies and gentlemen,

A large part of our concerns and wish to create a more stable energy climate stems from the present-day behaviour of Russia – a strategic partner of Europe. 

One example will suffice to illustrate the point. Since last July the Mažeikiai oil refinery and oil-processing plant in Lithuania has received no Russian crude oil deliveries through the Druzhba pipeline. I am not willing to make this fact a political issue, but we are deeply concerned that we have not been officially informed on the incident, planned repairs of the pipeline and possible renewal prospects of crude oil deliveries. Both Lithuania and the EU have offered help in seeking technical solutions to the problem; regrettably, Russia has declined this offer. The absence of transparency in this area disrupts mutual understanding and gives a bad name to Russia as a reliable energy supplier. 

Let me reiterate that I believe Europe (and Lithuania) will maintain constructive and mutually beneficial relations with Russia. On the other hand, Lithuania and other Baltic States have valuable practical experience in dealing with Russia; therefore, I think that such principles as fair competition, transparency and non-discriminatory transit could be fundamental to European-Russian cooperation and set excellent conditions for reciprocity.

In conclusion, I would like to inform you that we are planning to host a top-level autumn conference on energy in Vilnius. At the event, every major player in the energy sector will be given the floor during a free discussion. We also want to initiate a discussion on possibilities of creating universal game rules in the energy sector, exploding energy myths and stereotypes that still exist in society and politics, addressing the diversification concept of energy producers and consumers, and developing an energy security and climate change issue. 

My speech might have made an impression that we are surrounded by a myriad of issues. Yet, we do not have to fall into even slightest despair. A world without challenges and problems would be a boring place, and would not stimulate our ambitions and improvement, which, I believe, become a benchmark in our progressing and inspiring Europe.

Thank you for your attention. I am now looking for your questions and comments.
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