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Good Morning Ladies and Gentlemen,
It gives me great pleasure to be here today. I would like especially to congratulate the Institut d'Etudes Européennes not only for organising this conference but also for its timing.
When we first got news about this conference back in June, nobody could have foreseen that we would be meeting at a time when the EU and the world are facing challenges that are even bigger than what was contemplated then and greater than we have seen for generations.
The negative impact of climate change is now widely accepted. The European Council meeting in Brussels last week and the Climate Conference in Poznan are the most evident demonstration of the desire to move forward. At the same time, we appear to be on the verge of an economic recession in most, if not all of our Member States, and the price of energy and other commodities has never been more volatile. But even with all these developments, it is clear that the general trend in world energy demand will continue to be upwards over the coming decades.

Economic and market realities have been changing too rapidly since last Spring to make sense of all the changes and to be in a position to clearly analyse the consequences, let along determine how long the current downturn will last.

The best one can do is to recognise when the system changes and to try to understand the nature of the changes.

In 2003, oil prices began an upward trend from 20 $ a barrel to a peak of around 145 $ this summer, only to drop rapidly again to around 40-45 $ today.  This is still higher than in 2003, so there is a potential for them to fall further.  

On the other hand, they could increase again with further production cuts from OPEC. 
Or, given that much of the price increase of the past few years was driven by the perception that there was not enough spare capacity, the current reduction in demand could result in the level of spare capacity being a better price trend setter than actual production.
And then how will non OPEC producers react? 
Russia is the world’s largest oil producer and leading gas exporter, and the main oil and gas exporter into the EU. How will it react?
At the same time, while oil prices have been collapsing, gas import prices still remain at an all time high of between 450 and 500 $ per 000 M³. This compares to 120 – 150 $ per 000 M³ we were paying in 2003.  
Gas prices today across continental Europe continue to be mostly linked to oil prices, with a 6-9 months delay. And bearing in mind the growing share of gas in electricity generation, these high gas prices have also been influencing electricity prices. 
In this situation, one should clearly avoid implicitly mixing up these developments and the real achievements of the internal market for gas and electricity, which from time to time some people seem to do too easily.
All these uncertainties surrounding prices and future energy demand trends are not only of paramount importance for the EU, but also for energy exporters such as Russia - our most important energy partner. 
For these countries, the revenues from the high commodity prices – including those for energy – have been a major factor supporting their accelerated economic growth during most of this decade. 
However, it also gave them a false sense of security and the recent very significant decrease in prices has been a major wake up call for them.
Energy and energy security is therefore at the heart of our challenges today. It is at the crossroads of our security, sustainability and economic progress.

Turning now to most recent political developments, and I refer here to the recent European Council of last week and the conclusions of the Poznan UN Climate Change Conference, I would first like to turn to the issue of climate change. 

Climate change has become the defining challenge of our age. It is one that is not going away, indeed it is getting worse.

Our generation will be remembered as the first to be offered solid scientific evidence of climate change and the effects it can have. The 1970ies, when global warning was only the theory of some scientists, seem far away.  
It is also our responsibility to be remembered as the generation which took decisive action to mitigate climate change – as preventing the worst consequences and minimising the impact of those consequences we could not avoid.  

There is a temptation amongst some to concentrate our attention on the financial crisis. 
They argue that, since the financial markets have dried up and that economic growth is already heading south into difficult territory, now is not the time to make difficult structural changes to our economies and our energy use. 
Vigorous action is, of course, needed to address the financial crisis, but we must not repeat the mistakes of the past. 
Indeed, the current financial crisis is largely a story of warnings unheeded or dismissed.  
Being late in responding to climate change would be even more devastating – and far more costly to our planet.

As UN Secretary General Ban Ki-Moon stressed last week, these two crises - climate change and the global economy - present us with a great opportunity: the chance for a green “New Deal”.

We know that energy consumption is the root cause of climate change.  In the European Union, 80 % of greenhouse gas emissions come from energy use.

In his report to the UK Treasury  "The Economics of Climate Change", Nicholas Stern tells us clearly that the cost of inaction is substantially greater than the cost of action.
If we don't act, the overall costs and risks of climate change will be equivalent to losing at least 5 % of world GDP each year, now and forever.  If a wider range of risks and impacts is taken into account, the estimates of damage could rise to 20 % of GDP or more.

In contrast, the cost of action – reducing greenhouse gas emissions to avoid the worst impact - can be limited to around 1 % of global GDP each year.  We believe that in the EU, we can limit it to under 0.5 %.

You will remember that the European Commission, with its first Strategic Energy Review initiated by President Barroso in January 2007, did set the tone for the 20/20/20 commitment agreed by the Heads of State and Government at the Spring European Council. (20% reduction in GHG gases by 2020 as compared to 1990, 20% renewable energy in the energy mix and 20% improvement in energy efficiency by 2020).  
With its 20 % GHG target, the EU cast into concrete its commitment to limit the increase of global average temperature to 2°C above pre-industrial levels. This presupposes that emissions of global greenhouse gases are stabilised within the next two decades and that industrialised countries reduce their emissions by 60 to 80% by 2050.
It was confirmed that climate change represented a serious threat to our economic and security interests and that the only possible answer was to build a highly energy efficient and low CO2 economy, catalysing a new industrial revolution and the creation of clean energy jobs. 
Take, for example, renewable energy where the EU is the uncontested world market leader. This currently accounts for a turnover in the EU of 20 billion € and 200 000 jobs. Meeting a 20% renewable energy target could create more than a million jobs, not even taking into account the further improvement of our comparative advantage through the ensuing economies of scale.
The decision taken last Friday by the European Council confirms the global leadership role of the EU on climate change with a view to the international climate change negotiations to take place in Copenhagen in December 2009. This world leadership role of the EU had been called for by the UN General Secretary last week.   
This decision clearly demonstrates that we are serious about our commitments and as a result about the "first-movers" advantage that this will bring in terms of competitiveness to the European industry.  

Renewable energy naturally contributes to this strategy but if we want to do it in a cost effective way, we also need to take serious action to improve our energy efficiency. Hence the 20 % improvement target for 2020.

This objective requires real commitments at all levels of our society.  Putting words into action, energy efficiency became one of the major priorities of the European Commission in 2008, with new legislative proposals addressing buildings, transport and labelling. 
Since the 70ies, improved energy efficiency has contributed more to our energy balance than any other fuel, more than coal, more than gas, more than nuclear energy or renewables.

In other words, the EU's cheapest, most competitive, cleanest and most secure form of energy is the energy that is not used – that has been saved. 
This is also the case for our closest energy partner Russia, from where we import around 30% of the hydrocarbons we consume and where the energy efficiency could be improved by up to 40%. According to recent official statements, it would be more than 5 times cheaper to save energy than to produce develop new expensive gas fields in Siberia.
Which brings me back to energy security.  Today Europe imports around 50% of the energy it consumes, by 2030 this could be more than 60 %.  There is nothing wrong about importing energy if we are talking about open, transparent and competitive international markets.  
However, recent experience unfortunately tells us that this is often not the case.
The anticipated increase in energy import dependency therefore calls for the risks to be clearly identified, analysed and – if necessary – mitigated.
Such an assessment has to address issues such as the vulnerability of transport of inflammable energy sources in long distance pipelines across different countries; growing resource nationalism and State interference in a number of important energy producer countries; and the fact that energy demand will continue to increase across the world.  
According to the most recent estimates made by the IEA, we might need the equivalent of six Saudi Arabia’s to cover both the depletion of existing oil fields and the increase in world oil demand by 2030. And 80% of the oil growth will need to come from the state-owned National Oil Companies. 
One has to recognise that we have had a number of wake up calls on energy security over the past couple of years. 
There has been the January 2006 gas dispute between Russia and Ukraine, the recurring difficulties between Russia and Ukraine and between Russia and Belarus in putting their energy relations on a fully commercial footing as well as the conflict in Georgia, which led to the temporary closure of two oil pipelines and one gas pipeline. 
Europe’s economically accessible domestic fossil energy resources are in decline and the EU is becoming increasingly dependent upon the international market to cover its needs.  
It therefore came as no surprise when the European Council on 1st September 2008 called for enhanced diversification of energy sources and energy routes.
And this shaped the second Strategic Energy Review which the Commission adopted in mid-November. 
The second Strategic Energy Review focuses on energy security and solidarity. In a new energy security and action plan, the European Commission proposes five areas where more action is needed to help set the EU on course for a more secure and sustainable energy in the future and to avert the risk of an energy crisis in the EU. 
It is obvious that the main prerequisite to this is to ensure that our internal market is fully integrated and interconnected.  Without the physical infrastructure – a real European-wide energy grid - security and solidarity would be a hollow formula and the combined market weight of 27 EU Member States markets would not translate into an effective international bargaining power.
The first axis of the proposed action plan is to promote infrastructure needs and the diversification of energy supplies. 
Here we have six priority infrastructures.  

· Connecting the remaining isolated energy markets in the EU.  We will develop in 2009 a Baltic Interconnection Plan covering gas and electricity.

· A southern gas corridor must be developed for the supply of gas from the Caspian and Middle Eastern sources. Here it is important to work with the countries concerned, notably with partners such as Azerbaijan and Turkmenistan, Iraq and Mashreq countries.  At a later stage, when political conditions permit, Uzbekistan and eventually Iran might represent further significant supply sources;

· Liquefied natural gas and gas storage are important in providing liquidity and diversity to the EU gas  markets; 

· A Mediterranean energy ring needs to be completed linking Europe with the Southern Mediterranean through electricity and gas interconnections.  This ring is essential to develop, for instance, the region's vast solar and wind energy potential;
· North-South gas and electricity interconnections within Central and South-East Europe;

· And a Blueprint for a North Sea offshore electricity grid should be developed to interconnect national electricity grids in North-West Europe together and plug-in the numerous planned offshore wind projects.
Secondly, there is a clear recognition of the need to put a greater focus on energy in our international relations, including through the establishment of more solid relationships with supplier, transit and consumer countries based on interdependence. 
Here you will expect a word on Russia.  
It has been a reliable energy partner in the past and there are no grounds to believe that it will not be so in the future.  No company would risk its international reputation by be labelled an unreliable partner.  
We know that Russia will remain the most important energy partner for us.  But we know also that Russia needs us as much as we need it.  
Our market takes about two thirds of Russian gas exports and most of its oil exports, and this revenue is vital for Russia's economy.  Managing this interdependence will be an important challenge and clearly more needs to be done on both sides to increase the level of mutual thrust and reciprocity. 
Energy relations with Africa, notably North Africa, and the Gulf should also be stepped up;
Third, the EU needs also to ensure that its internal oil and gas crisis mechanisms and security standards are as effective as possible;
Fourth, a further impetus has still to be given to energy efficiency, notably in the field for example of energy performance of buildings, energy labelling, eco-design, the promotion of cogeneration, as well as on benchmarking and networking mechanisms to disseminate best practices;

And last but not least, to make the best use of EU's indigenous energy reserves.  Besides further pushing the development of renewable energies, progress in carbon capture and storage will be indispensable if solid fuels are to remain an essential component of the energy mix and an important alternative to oil and gas. The importance and the sensitivity of solid fuels were once again highlighted during the European Council last week.  Our objective is to have up to twelve commercial scale demonstration plants on Carbon Capture and Storage in operation by 2015.  
Finally nuclear energy clearly contributes both to the EU’s security of supply and to the fight against climate change. EU uranium supplies are diversified within stable regions and the cost of uranium has a limited impact on the electricity price.  Nuclear electricity which is produced as base load electricity could, together with renewable energy, also provide a significant contribution in the transportation sector through the use of plug-in hybrids and other electric cars.  
While it is clearly for each Member State to choose whether or not to invest in nuclear energy, a nuclear safety and security framework applied everywhere in the EU is of common interest.  It must be clear that the EU maintains the highest safety, security, non proliferation and environmental protection standards for nuclear generation.  Therefore the EU needs to develop a common legislative framework with respect to the safety of nuclear installations and the management of nuclear waste.  For this reason, the European Commission adopted recently a revised proposal for a Directive setting up a Community framework for nuclear safety.

However, one has to bear in mind that the definition of the energy mix remains a prerogative of the individual EU Member States.

Mr Chairman, Ladies and Gentlemen, there was a lot of ground to be covered in such a short time and I have evidently only had time to present an overview of what I see as the key issues today.  
We are facing a long, difficult but exciting and promising journey before we reach the safe harbour of energy security and low carbon societies. Our citizens expect the EU to deliver both sustainable and secure energy. 
We need a European approach and a European policy. We need to translate this policy into concrete actions by implementing an ambitious package of solutions so that each time any one of us flicks the switch, the light does come on and moreover without damaging our environment.
As Jean Monnet pointed out "People only accept change when they are faced with necessity, and only recognise necessity when a crisis is upon them". 
Now is that time. 
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