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Comparison in a Global Context:
EU and Asia
� Both the EU and Asia have critical weight in key indicators such

as population, energy and GDP.
� The EU has a long experience of policy coordination among its

members including energy policies.
�  Asian countries are more diversified than EU members in

economic, cultural and political conditions, which makes policy
coordination extremely difficult.

    Unit              EU              Asia

Population million        402 (16.0%)*       3567 (55.5%)

TPES** Mtoe      1815 (15.9%)       3765 (32.9%)

GDP (nominal) billion 2000$      9212 (25.4%)       9704 (26.7%)

GDP (PPP)

CO2 Emissions

billion 2000$

Mt

   11568 (21.2%)

     3890 (14.3%)

    19578 (35.8%)

      9355 (34.5%)

  Source: IEA Key World Energy Statistics 2007Note: *    % in the world total
          **  Total Primary Energy Supply

Selected Indicators for 2005



Modes of Interactions in the Energy
Sector: EU and Asia

� There are three modes of interactions in the energy sector between
the EU and Asia: “competition”, “cooperation” and “coordination”.

� A growing sense of energy resource scarcity may intensify
competition leading to geopolitical tensions between the two regions.

� Global agenda such as climate change offers a precious opportunity
for cooperation.

� Policy coordination is at an early stage and is very limited.

     Mode                            Examples Observa tions

Competition ESPO (Eastern Siberia-Pacific Ocean Oil Pipeline)
 possible diversion of Western Siberian oil to Asia
Rivalry between European IOCs and Asian NOCs

Risk of
geopolitical
tensions

Cooperation Climate Change initiatives
ITER (EU, China, India, Japan, Korea, Russia & USA)

Positive
direction

Coordination Energy policy coordination through the IEA (EU
members and Japan/Korea)

An early stage



Example of Competition: ESPO

(Source: JOGMEC)



ESPO Chronology (1)

� 1996 - 98   Russia (Yukos) and China (CNPC) planned to build
                       an oil pipeline from Angarusk to Daqing.
� July 2001   A basic agreement was reached on the construction
                       of the pipeline between President Jiang Zemin and
                       President Putin.
� Feb 2002   Transneft proposed ESPO at the Symposium on
                       Pacific Energy Cooperation 2002 in Tokyo.
� Dec 2002   President Jiang Zemin and  President Putin signed a
                       joint statement to build the Angarusk-Daqing  pipeline
                       as scheduled (from 2003).
� Jan 2003   Prime Minister Koizumi and President Putin  agreed
                       to promote ESPO (the Nakhodka route).



ESPO Chronology (2)

� May 2003   Russian Government announced a plan
                        ESPO (4200km, 1mb/d) to Nakhodka with a spur to
                        Daqing (China)------a compromised plan?
� May 2003   President Hu Jintao asked President Putin to build
                        the Daqing route (of ESPO) first.
� May 2003   Russia (Yukos) and China (CNPC)
                        agreed on 25 years’ contract on oil supply.
� May 2003   Prime Minister Koizumi asked President Putin to build
                        the Nakhodka route (of ESPO) first.
� Oct 2003    Yukos CEO, Mr. Khodorkovsky, was arrested

(Note:Yukos had been promoting the original Daquing
route).

� Dec 2004    Russia decided to build the Nakhodka route first.



ESPO Chronology (3)

� April 2005    Russian Govt. decided to construct the pipeline in two
                          stages;
                            Tayshet to Skovorodino (70km from the Chinese border),
                            Skovorodino to Perevoznaya (near Nakhodka)
� July 2005     President Putin announced to build the Daqing route (the 1st

                          stage) first.
� Nov 2005     Prime Minister Koizumi and President Putin agreed on the
                          two-staged construction of ESPO.
� Mid 2006     The construction of the 1st stage started (Note: Over 1200
                          km has been laid out by now out of the 2700km. )
� Feb 2007    Tansneft  placed $1.3 billion in Eurobonds :
                             US investors  46%, Britain 17%, Asia 7% (except Japan), Switzerland 7%,
                                     Scandinavia 6%, Germany 5% and etc.,
                                     Note: The 1st stage construction cost is estimated at $11bln including an oil
                                     export terminal in Kozmino Bay (near Nakhodka).

� May 2007    Russia’ Natural Resources Ministry suggested that insufficient
                         E&P investment in Eastern Siberia could delay the construction
                         of the 2nd stage.



Three Scenarios

-Delivery of oil from Western Siberia is required in each of the three
scenarios to fill the pipeline.
-This diversion will have impact on the availability of Russian oil for EU
members.

Scenarios Completion of
the 1st Stage
(Capacity:  0.6mb/d)

Completion of
the 2nd Stage
 (Capacity: 1mb/d)

Oil Production in
Eastern Siberia

Oil from
Western
Siberia

Optimistic
Case

       2008        2012  0.25 mb/d(2010)
 1.0   mb/d(2015)

 1.6   mb/d(2020)

 0.4mb/d

Base Case        2010        2014  0.75 mb/d(2010)

 0.5   mb/d(2015)
 1.15 mb/d(2020)

 0.5mb/d

Pessimistic

Case

       2012        2016     ---------- (2010)

 0.3   mb/d(2015)

 0.85 mb/d(2020)

 0.6mb/d

Source: Jeremy Maxie, PFC Energy



Geopolitics of ESPO Pipeline

Japan
-Decrease of Middle East  oil dependency
-E&P of East Siberian oil (risk or opportunity?)
-Northern territory issue with Russia
-Delicate relation with China (e.g. North Korea)

Russia
-The strongest position among the three
-Economic, military, strategic ties with China
-Economic ties with Japan
-Development of E. Siberia as national agenda
-Gradual shift of interest from Europe to the East

China
-Continued thirst for oil
-Russia as a short-haul supplier
-Economic, military, strategic ties with
Russia
-Advantage of using buyer’s power

- The ESPO Pipeline offers a stage for power games among the three.
-The diversion of Western Siberian oil to Asia will affect oil supply from
  Russia to Europe, giving Russia even stronger position than today.

- Historically Russia paid little attention to the East, which attitude
  started to change recently.



Importance of EU Example for Asia

� EU’s strength lies with policy coordination among member countries (e.g.EU
directives serve as an important tool for coordination).

� Energy and climate change are the biggest challenges for fast-growing Asia,
requiring not only cooperation but also policy coordination.

� An early sign of policy coordination in Asia (e.g. ASEAN+3 Common Energy
Goal) has emerged, but there is a long way to go.

� EU experiences will offer lessons to overcome differences among members,
which could be applied to Asia if properly tailor-made.

� EU’ s external energy policy towards Asia should focus on a global agenda,
notably climate change, which may help minimize geopolitical tensions as well.

� The Asia-Europe Meeting (ASEM) serves as an important forum in this regard
(e.g. ASEM6 Declaration on Climate Change)

-From Asian eyes, the EU offers an ideal model of energy policy
coordination among members.



ASEAN+3 “Common Energy Goal”

� The Association of Southeast Asian Nations + 3 (China, Japan & Korea)
       ASEAN members: Indonesia, Malaysia, Philippines, Singapore, Thailand, Brunei
         Darussalam, Vietnam, Lao PDR and Cambodia

� This framework was initiated at the 30th anniversary of the foundation of
ASEAN in 1997.

� June 2004:  ASEN+3 Energy Ministers Meeting made a joint ministerial
declaration: “Forging Closer ASEAN+3 Energy Partnership” (9 June 2004,
Makati City, the Philippines)

                                                                      ““Common Energy GoalCommon Energy Goal””  (Paragraph 2 of the Declaration)

     “ Recognizing Asia’s growing demand for energy and depletion of fossil
fuels, we resolve to achieve, through ASEAN+3 Energy Partnership, our
common goal of greater energy security and sustainability in our region
which will become the largest energy consuming region in the world”

      Note: “Common Energy Goal” offers a starting point for policy coordination
                in Asia.



ASEM6 Declaration on Climate Change

� The  First Asia-Europe Meeting (ASEM) was held in Bangkok in March 1996,
and ASEM partners meet in every two years.

� The Sixth ASEM made a declaration on climate change, which bears a great
importance in EU members’ cooperation with Asia (10-11 Sept. 2006, Helsinki).

                                    An Excerpt  from the Declaration (Paragraph 5)

ASIA:
Brunei, Cambodia, China, Indonesia, Japan, Korea, Laos, Malaysia, Myanmar,

Philippines, Singapore, Thailand, Vietnam, India, Mongolia, Pakistan, ASEM Secretariat
EUROPE:

Austria, Belgium, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, German,
Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxemburg, Malta, the Netherlands,
Poland, Portugal, Slovak Republic, Slovenia, Sweden, Spain, the United Kingdom, the

European Commission, Romania, Bulgaria

ASEM Partners (17 from Asia and 28 from Europe)



The Asia-Europe Meeting (ASEM)
- The ASEM offers an ideal forum to share EU experiences on
energy and environment with Asian countries.

Source: Japanese Ministry of Foreign Affaires (HP)

(circled in bleu)

(ASEAN Regional Forum)

(East Asian Summit)

(Asia Pacific Economic Cooperation)

(ASEAN Post Ministerial Conference)



EU and Japan as “Top Runners”

� The EU and Japan share “universal values” and are united to resolve “global
challenges including global climate change” (Note: excerpts from the 16th EU-Japan
Summit’s Joint Press Statement , 5 June 2007, Berlin).

� The tension deriving from climate change will increase between developed
and developing countries (e.g. a claim for “carbon justice”).

� The magnitude of such new geopolitical tensions will be no comparison to
that of traditional ones such as rivalry for energy resources.

� It is important for the EU and Japan to become “top runners” in gradually
shifting themselves to “non-fossil-fuel-based economy”.

� This will give a breathing space for developing countries to use fossil fuels
and, most importantly, show a precious example to be followed.

� The shift from fossil fuels may ultimately relieve those top runners from
traditional geopolitical tensions deriving from the quest for fossil resources.

� Only the EU and Japan have political will and ability to become top runners.


