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There are broad similarities in the energy situation in Asia and Europe, such as a high import

dependency and dependence on the Middle East. Energy security is therefore an issue of common

concern in the two regions. Energy security also has a strategic dimension given the strong

interdependence between the two regions. Any policy option chosen by one region will also have an

impact on the other region. These spillover effects have to be taken into account in the policy

decisions of the various parties.

The rise in energy demand in Asia has substantially affected the global energy balance and will

have obvious implications for the rest of the world, and Europe in particular. China’s economic future

depends to a large extent on how, if at all, it is able to solve its energy resource gap. In the context of

a globalized economy, both Asia and the rest of the world have a stake in China’s ability to keep one

of the world’s major economic engines going. The soundness of its approach to energy security is

therefore of equal concern to China’s global partners.

Geography provides a further rationale for the two regions to address energy issues collectively:

Russia occupies a central position as a possible source of oil and gas for both neighboring regions.

New resource exploration and concession, the construction and maintenance of pipe-lines and the

attendant issues of geopolitical concern, are of primary interest to both Asians and Europeans, who

will be the primary consumers of these newly tapped resources.

Finally, energy security exhibits to some extent the characteristics of a public good which may be

usefully managed in a collective way.

Beyond broad similarities, two major differences can be pinpointed between the two regions. The

first one has to do with the much wider diversity of Asia, compared to Europe, and the second with the

much longer experience accumulated by Europe in terms of regional cooperation. As a result,

cooperative schemes in the two regions obviously do not work along the same lines. In the case of

Asia, Japan has often taken the lead and supported efforts of regional energy cooperation financially

or by providing technical assistance. Within the European Union, by contrast, cooperation has been

conducted among equal partners.

Asian and European economies are major players on the international energy markets. They

definitely have a high stake in stabilizing these markets and are in a position to do so, or at least to

somewhat mitigate risks. Several of them already participate in cooperative schemes, in particular

under the aegis of the International Energy Agency (IEA). Yet these mechanisms merely involve

industrial countries and focus primarily on short-term supply disruptions. The rise of Asia as a whole,

and China in particular, as one of the largest energy consumers in the world makes it all the more

necessary to revamp existing mechanisms. In particular it renders arrangements such as the IEA far

less relevant because the stabilization of the global energy market requires the participation of China.

                                           
1 The authors are grateful to Michal Meidan for excellent research assistance.
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A challenge is thus to determine how countries such as China, and to a lesser extent ASEAN

economies, could be associated or could benefit from accumulated experience. Beyond such existing

schemes, some degree of co-ordination may be warranted in the dialogue with oil producers for

instance, or in the fora dealing with environmental issues. Again, as one of the major emitter of

pollutants, China should also be associated as a participant to various schemes dealing with

environmental aspects of energy security. Overall, it is in the interest of both Asia and Europe to strive

to shape and improve global governance on energy-related issues.

For all the reasons highlighted above, there is definitely scope for joint discussions and

cooperation on energy issues between the countries of the two regions, despite possible competing

interests. The present chapter aims at examining the conditions for (and the shape of) this possible

cooperation, as well as the major incentives and obstacles. After a brief reminder on the notion of

energy security, a first section provides a synthesis of the energy situation and outlook in the two

regions. The next section focuses more specifically on energy security issues and policies,

emphasizing the diversity of strategies followed in the two regions. The final section concludes by

sketching possible avenues for cooperation on energy issues between countries of the two regions.

1. A reminder on energy security

What is at stake

Energy security may be defined as “the availability of energy at all times, in various forms, in

sufficient quantities, and at affordable prices” (Andrews-Speed et al. 2002). Hence, energy security

focuses on both physical availability and economic affordability. Both factors are closely

interconnected and can be extremely detrimental for an importing country, with far-reaching

implications on all aspects of its economic and even political stability.

In the past, energy security focused primarily on securing energy supply (or securing an adequate

match between supply and demand). This may be envisaged with a short-term or a longer-term

perspective: one objective may be to mitigate short-term disruptions to supply, while another is to

ensure the conditions are right for investment to guarantee sustainable long-term supply.

Today additional considerations are taken into account, in particular environmental considerations.

The 2001 European Commission’ Green Paper on energy security reflects the shift away from

emergency preparedness and long-term supply security towards other objectives, in particular the

growing importance of environmental protection, in relation to climate change. The environment may

be the limit to the use of fossil fuels, not the exhaustion of reserves. Also physical protection of the

national energy infrastructure has emerged as an additional objective in a context of terrorist threats.

This shift in priorities has accompanied the changes in the global oil markets (and the larger

market scene) and aims at responding to possible threats. Threats to energy security can emanate

from various sources: first and foremost, the import dependence and the reduced excess capacity

owned by countries make them all the more vulnerable to the market’s volatility. This is enhanced, in

the case of oil, by the role played by OPEC as market regulator. “Policy discontinuity” involving a

decision by OPEC members to adjust their production capacity may cause changes in supply and

therefore in the price of oil, albeit temporarily.
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Secondly, a longer-term (and more fundamental) problem is that of lagging investment in both

producer and importing countries: massive investments are required in order to capitalize on Russian,

Caspian and Middle Eastern resources, amounting to as much as 600 billion dollars in Russian oil and

gas, 550 in Africa and almost 700 billion in the Middle East. However, These investments are

becoming riskier – politically, legally and fiscally -- , more complicated technologically and geologically

and often less lucrative. Ensuring a suitable amount of investments will require a stable and attractive

investment environment, which is currently hard to come by in non-OECD countries.

Internal investments in importing countries are also required in developing and adapting the

necessary infrastructure in transportation, storage and distribution. Liberalization of internal supply

markets (be it gas or electricity) has shifted the orientation of market players to focusing on short-term

needs. Unbundling of gas supplies and transportation activities, lower reserve margins and generally

relieving government of its regulatory functions, has meant that capital needed for new generation

capacity and refurbishing the existing capacity is now harder to come by in general, but is also harder

to be maintained in a timely fashion. These localized energy markets can also suffer from the

influence of pressure groups, monopolist suppliers or basic mismanagement. There may also be some

discrepancy between governments’ positions and market players’ positions.

Therefore, threats may come from domestic sources as well as foreign sources : a “bad” or

inefficient organization of the domestic energy market may be a problem. Problems linked to

liberalization, as exemplified by the California crisis but also by recent power outages in the UK and

Italy, suggest that energy security can be threatened from within not necessarily from outside. As a

result, the need to maintain infrastructure is currently perceived as key for energy security, and the

notion that certain elements of the electric supply industry can better meet national energy goals if

existing monopolies are weakened and some level of competition is introduced is increasingly being

called into question.

Thirdly, as mentioned above, physical discontinuities can occur on a global, regional or local

scale. Events such as embargoes (initiated by producing or importing countries) could lead to

temporary shortages and price hikes; regional problems such as terrorist attacks, accidents or

incidents along transportation routes (mainly pipelines) lead to physical shortages, accompanied

invariably by a rise in prices.

Finally, environmental constraints could clash with energy security priorities, for example the

switch from coal to gas or oil, can mean a shift from reliance on indigenous supply to dependence on

imports.

How to achieve energy security

The objectives of an energy security policy are to guarantee a stable energy supply and to reduce

risks, including in  terms of environmental damage. To that end, countries have a number of possible

instruments at hand.

A first set of measures may be used to address short-term stability issues : these include strategic

stockpiling or any other emergency preparedness measures, which can be taken at the regional level

through enhanced regional solidarity, and may involve the coordinated use and management of
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pooled resources.

Options such as enhancing diversification of supply sources so as to reduce the degree of

dependence on one country or region, are another complementary measure, with a longer-term

perspective. To that purpose, establishing a consumer-producer dialogue may be quite useful.

 Yet, diversification may also be encouraged on the demand side, namely fuel diversification. As

for the latter measures, they basically aim at a better balance in the energy mix. They include the

promotion of renewable energies through fiscal incentives for instance, as well as the nuclear option.

The objective is to maintain a mixed energy economy, drawing on all energy sources as appropriate to

meet energy and environment needs.

Still on the demand side, efforts at demand reduction may take different forms: energy saving,

sobriety, energy efficiency enhancement. All these options suggest that technological developments

have a major role to play in order to effectively reinforce the flexibility of the energy sector and reduce

its vulnerability.

2. Energy situation and outlook in Asia and Europe

Asia

The Asia Pacific2 is currently one of the world’s largest consumers of primary energy alongside

Europe and North America, but, unlike the latter, Asian demand is growing at an extremely high

annual rate. In 2002, whilst North American demand increased by a mere 1,7% and Europe posted

negative growth, Asian energy consumption surged by 7,8% – a trend set to continue in the coming

years3.

Sustained economic growth, increased motorization as well as the growing needs of new large

scale consumers such as China and India have contributed to the change of situation in Asia. While

energy sustains growth, growth, in turn, requires more energy for the military, industrial and transport

sectors,  resulting in the soaring demand witnessed in Asia.

Although overall consumption reached 2717,8 mtoe (million tons oil equivalent) in 2002, per

capita energy consumption is still relatively low in Asia. Japan, Korea and Taiwan are the only

countries where per capita consumption is comparable to European standards (between 3 and 4,5

toe). By contrast, consumption in China, India, Indonesia and other Southeast Asian countries hovers

around 0-1,5 toe, hardly comparable to rates of over 6 toe in North America. Subsequently, Asian

demand can be expected to grow considerably in the coming decades, reaching as much as 10000

mtoe, approximately the equivalent of current global consumption.4 Nevertheless, some trends are

likely to change, such as energy intensity and to a lesser extent the fuel mix.

                                           
2 It must  be noted that the term Asia Pacific includes a geographic range of countries whose political, economic
and cultural characteristics vary greatly and while using the term to determine the zone, it mustn’t be mistaken for
it being considered as a homogenous region.
3 All the figures quoted are taken from BP Statistical Review 2003.
4 According to China’s official news agency, it is estimated that China will need 5.8 million barrels of oil a day in
2004, (the equivalent of 280 mt) in effect replacing Japan as the world’s second biggest oil-consuming country.
(Asia Times, January 16, 2004).



5

Energy intensity is the ratio of energy use to GDP. Economic growth and energy demand are

linked, but the strength of that link varies across regions – according to their stages of economic

development and the standard of living. In industrial countries energy demand has been lagging

behind economic growth whereas in developing countries, demand and economic growth have been

more closely correlated, with energy demand growth tending to follow the rate of economic expansion.

Although industrial economies with high living standards have relatively high energy use per capita,

they also tend to be economies where this use is stable or changes very slowly. As the economies of

developing countries expand, they will undergo structural changes, more similar to those of industrial

countries, thus reducing their energy intensities, a trend that has begun in Asia Pacific and that could

moderate slightly future Asian demand.

However, the fuel mix remains problematic. Currently, coal and oil dominate the Asian regional

fuel mix (accounting for 44% and 36% respectively), natural gas comes next with 11%, while nuclear

and hydroelectricity trail behind at 4% and 5% respectively. But the use of coal entails CO2 and other

green house gas (GHG) emissions, while petrol supply is problematic due to dwindling indigenous

resources, in addition to the pollution it generates.

It should be noted that while the fuel mix is representative of the regional trends, energy uses

and policies vary across countries. This is mainly because Asian economies are not equally endowed

with energy resources. India and China are still massively dependent on coal - accounting for the

majority of coal in the regional fuel mix, followed by oil -, whereas countries such as Japan, Korea and

Indonesia, although also heavily reliant on oil, include in their fuel mix a relatively important share of

gas. China, India, Japan, South Korea and Taiwan are the only countries currently in possession of

nuclear energy, but only in Japan and South Korea is nuclear energy a substantial part of the primary

energy mix (15% and 13%). Hydroelectricity provides relatively little energy in Asia, even though the

Three Gorges Dam project in China will enhance its use. Nonetheless, as long as transport remains

one of the most important, and rapidly growing end-use sector, oil will remain predominant in the

energy mix.

The composition of the Asian energy mix entails therefore several problems, the first being, as

mentioned previously, the environmental impact of the use of coal. Asia is an important contributor to

global GHG emissions, emitting 22% of the world total: China alone was the second largest emitter of

carbon dioxide after the US, but a slower growth rate and diversification of the fuel mix will lead to a

decrease in US emissions, whereas no substantial measures have, as yet, been taken in China5.

Secondly, the limited variety of the fuel mix, namely a strong dependence on fossil fuels, essentially oil

and coal, restricts these countries’ flexibility regarding their energy supplies and their adaptability in

case of problems. Thirdly, the problem of supply arises. Even though the region is self sufficient in

coal supplies (27% of global coal reserves), the environmental hazards associated with its use entail

efforts towards its reduction. Since Asia among all regions in the world will experience the most rapid

energy demand increase (because of its strong economic growth), it will face a number of upcoming

                                           
5 Although China has ratified the Kyoto protocol, it accepted no mandatory greenhouse gas (GHG) emissions
target under the Protocol. Yet Chinese agencies have been working to define and develop programs to reduce
carbon emissions in cooperation with international partners under the Clean Development Mechanism (CDM)
emissions reductions trading program.
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environmental issues. To limit these as well as CO2 emissions, the soundest energy strategies for

Asian countries should focus on rapid technological progress and the use of energy resources other

than coal. As for China, the alarmingly high incidence of mining accidents (the highest rate in the

world) should also call for a reduction in coal output.

As for oil, the region’s indigenous resources are limited, and it is becoming incapable of meeting

the growing demand. Although Asia Pacific holds 11% of proven oil reserves and 8% of proven gas

reserves, as mentioned above, its oil reserves are dwindling and countries which were once exporters

are now becoming net importers. Such is already the case of China6 and will soon be the case of

Indonesia, Malaysia, India and Vietnam. Nevertheless, stagnating reserves are not the sole cause for

the decrease in production: infrastructure and transportation are inadequate or incomplete,

investments for developing new technologies are often lacking and a fragmented, state-centered

vision of energy supply are elements which also account for the sector’s inefficiency, even when the

resources are at hand. Consequently, a greater part of Asia’s energy comes from imports.

Currently, imported resources account for 80% of Asian petroleum and 38% of gas supplies (via

pipeline and LNG). Whilst Asia is self sufficient for the majority of its gas, it is heavily dependent on the

Middle East for its oil. The Middle East alone provides more than two thirds of the 800 mt of Asian

petroleum imports, hence making it the source for more than half of total oil consumption in Asia. In

other words, if the Middle East were to stop its exports, Asia Pacific would have to replace over half of

its petrol supply. Herein lies the core of the limited fuel mix problem – Asia Pacific is dependent, for its

continued economic and military growth on one resource which emits GHG and causes acid rain,

among other environmental disasters, and on another for which it is at the mercy of the Middle East.

Dependence on imported sources per se has long been the predicament of Asian countries such as

Japan and Korea, which are deprived of indigenous sources. The dynamic rise in demand due to

economic growth, combined with the weight of emerging economies such as China and India, as well

as declining production, has raised the stakes and made the region altogether more vulnerable to

fluctuations on the oil markets. Furthermore, because the Middle East is the closest, cheapest and

(ironically) the most reliable source of imports for Asia, a situation has arisen whereby the Middle East

has a quasi monopoly on Asia Pacific’s imports, allowing Middle Eastern producer countries to raise

the prices of their eastbound exports (the “Asian” premium). Moreover, future growth in Asian demand

will only reinforce this situation, despite possible new discoveries and development of new reserves.

The ensuing energy security vulnerability is a fate shared by others. Europe, although with

different characteristics, is equally bound to its suppliers.

Europe

The European energy situation is, in some respects, vastly different from the Asian situation, not

least because the very reasons that have created the surge in Asian demand were experienced in

Europe some decades ago. In other words, European7 economies are (to a varying extent)

representative of industrial countries where annual economic growth is constrained and energy

                                           
6 China has fallen from being a net oil exporter in 1993 to becoming the world’s fastest-growing importer.
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intensity is a great deal lower, resulting in greater energy efficiency. As a result, even though Europe

is an important consumer of primary energy and a substantial actor on the world energy market, the

rise in energy demand is slow and is expected to remain relatively stable in the future. Due to the

relatively high standard of living, per capita use of primary energy is at levels that are not expected to

change markedly and energy intensity is expected to fall with the structural shift of European

economies to less energy intensive activities. Energy use in industry has been relatively stable

throughout the last two decades and is expected to grow slowly, accompanied by a gradual shift away

from coal and oil products to gas and electricity. Energy use in service and residential sectors is also

expected to grow slightly; the main growth in energy demand will be in the form of electricity.

Notwithstanding, the transport sector is set for the fastest growth, and no replacement for oil is

currently a real alternative.

Yet, in a number of other respects, the energy situation in Europe is quite comparable to what

can be observed in Asia. In particular oil is expected to remain the largest source of energy, leading to

a persistent import dependence. When considering the whole Eurasian zone (including the Former

Soviet Union - FSU), the zone holds 9,3% of proven petroleum reserves and almost 40% of world gas

reserves, thus making the European continent basically self sufficient while also allowing for a fuel mix

dominated by equal amounts of oil and gas (33% each), followed by coal, nuclear sources and

hydroelectricity (respectively 18%, 10% and 6%). However, without the valuable contribution of FSU

energy resources, the picture is quite different. While oil demand is growing at a stable rate, Europe’s

indigenous resources are declining, in particular because production in the North Sea is expected to

fall. Considering that the transport sector still runs on petrol, imports, essentially from the Middle East

and the FSU, will have to be maintained. Nevertheless, unlike Asia, whose import sources are

dominated by the Middle East, the European continent is currently supplied by the FSU, the Middle

East and Africa at fairly equal levels (37%, 27% and 21% respectively).

The use of natural gas is expected to increase due to its growing use in power generation, but

reserves located in the North Sea are not only expensive to exploit but are also declining. As a result,

demand will have to be increasingly met by imports (currently the EU imports 44% of its gas). These

resources can be supplied by Norway, Russia and other central and eastern European countries.

Further imports come from Algeria, the Middle East and Africa. In terms of gas supplies, Russia is and

will be the key exporter for Europe, even though complementary sources exist.

In the European Union, a constrained use of coal (15%) is balanced by an important use of oil

and gas (41% and 23% respectively), with nuclear electricity representing 15% of the energy mix and

hydroelectricity and other renewable energy sources accounting for 6%. Hence, the problem of GHG

emissions is reduced and the flexibility to alternate between energy resources enhanced.

The use of renewable energy is of course subject to its availability and to its competitiveness with

fossil fuels, but the tendency to greater liberalization and inter-fuel competition has helped render

substitute fuels more easily available and economically viable. Furthermore, all 15 members of the EU

have voted to ratify the Kyoto Protocol, putting environmental protection high in the list of priorities.

Consequently, Europe’s fuel mix is more diversified than Asia’s, and a wider array of  possible

                                                                                                                                       
7 Europe not being restricted only to the EU but encompassing Europe’s geographic boundaries.
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sources of imports is at hand. Europe, however, remains equally subject to the whims of the market

and it is also vulnerable to any form of disruption in its supply. Europe is equally dependent on foreign

energy sources, especially oil.

Finally, the integration of European energy markets within the EU has not yet quenched the

diversities between countries, and as in Asia, these diversities are due to the availability of local

resources, stages of economic development, differences in policy priorities and financial measures

taken in order to carry out priorities. However, many of these diversities are being regulated by EU

institutions.

Common features despite some divergences

To summarize, the two regions can be said to be converging in some respects and diverging in

others. First, they are faced with a problem of low energy availability and also have concurring

interests in another area, namely the affordability of energy. This means that they both have a major

interest in the greater transparency of the oil market in particular and in the quest for fair prices.

By contrast, the two regions are in a different position with respect to accessibility of energy

resources. Essentially, adequate energy supply infrastructure is not currently in place in Asia although

ensuring a reliable access to electric power and other energy sources is an indispensable condition for

sustained economic growth. The same does not hold true in Europe, which has developed a reliable

power grid and  possesses an extensive network of  natural gas pipelines. A daunting task in Asia is

thus to attract investment to build power plants and construct transmission facilities for electricity

(including cross-border networks).

Finally, while countries from the two regions may have a common interest in enhancing the

acceptability of energy use, reflected in the need to mitigate the environmental impact of robust energy

use, such is not necessarily the case in the least advanced economies of the partnership such as

China. Most Asian emerging economies do not have legally binding commitments from the so-called

Kyoto protocol. Conditions may not yet be ripe for public pressure on governments and business

circles to curb the environmental impact of energy use whereas in Europe, public awareness of

environmental issues has played a major role.

3. Cooperating on energy security: a common concern, myriad cleavages
Under close examination, major differences can be felt in the way Asian and European countries

approach energy security. However, some differences are present even within the two regions under

consideration. Differences in approaches to energy security are obviously related to the level of

development, as well as to different policy priorities. Consequently, there is a multiplicity of dividing

lines which do not necessarily coincide with region to region view.

Inter-regional differences

Market approach  vs strategic approach to energy security

By contrast to the US which seems to favor the encouragement of domestic supply, in the EU

equal priority is given to controlling demand and securing supply (see chapter by Andrews-Speed), but

the margin of maneuver with respect to energy supply is limited. To that end, most European countries
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tend to rely quite heavily on market mechanisms. There seems to be a widely-held consensus in

Europe that most long-term energy security threats may be addressed through an effective market. In

this respect, the liberalization move occurring in the FSU should be deemed as a positive

development from an energy security perspective, as is the emergence of a global gas market

resulting from the declining cost of transportation of LNG.

A “market-approach” to energy security assumes that the market will make sure energy will be

made available. Yet now that additional (primarily environmental) considerations are taken into

account, a purely-hands-off approach may be fraught with difficulties. By the same token, energy

efficiency enhancement probably requires some form of government intervention, while the market

cannot take care of CO2 reductions.

While demand restraint also ranks high as an objective in Asian industrial countries such as

Japan and Korea, the approach to supply differs from the European option, with a much heavier

emphasis on a strategic approach. Dependence on Middle Eastern oil is perceived as a matter of

fundamental national security in Asia, as a result, several Asian countries tend to privilege a so-called

strategic approach to energy security. This approach favors a more hands-on approach to energy

security, be it in the form of strong government monopoly on indigenous production, on foreign

investments and in enhancing relationships with producer countries. This is achieved through political

and financial factors, diplomatic relations accompanied by the sale of key goods and important

investments. Yet, the “strategic” orientation is the most obvious in the case of China. As explained by

Andrews-Speed et al. (2002), “the Chinese government has placed most of its efforts on strategic

measures such as maximizing domestic production of oil and gas, investing in overseas production

and enhancing political links with petroleum-exporting states”. Even though the market approach is

more typical of EU countries and a strategic approach more typical of Asian countries, other divisions

exist.

Asia vs Europe : uneven progress of regional cooperation

In the broader context of economic integration, the EU countries opted very early on for some form

of regional collaboration in the energy field. In addition to the IEA-driven responses to possible short-

term disruptions in oil supply, EU countries are engaged in a series of cooperative schemes which

may further contribute to energy security. These relate in particular to the integration of the European

market for gas and electricity, as well as to research and development in energy-related projects.

By way of illustration, as aptly underlined in the EC Green paper, “renewable energy technologies

will play a vital role in supplying carbon-free electricity in the short to medium-term future, and will

eventually significantly reduce the requirement for fossil fuel consumption by EU nations, and the rest

of the world. Renewable energy technologies are an essential part of the future energy mix, but need

an increase in research and innovation in the relevant R&D sectors, in order for the EU to be in a

position to respond to the challenges of the medium to long-term future.” New areas for cooperation

still need to be defined.
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Beyond EU initiatives on energy, European countries also cooperate in the framework of the

European Charter Treaty (ECT).8 As recalled by Bamberger et al. (2000), the creation of the

European Energy Charter was based on the belief that “Western energy dependence and security of

supply would be safeguarded by the creation of a privileged relationship of investment and trade

between East and West. The East would provide investment security, and this would trigger

investment inflows, which in turn would build up the Eastern economies and supply energy to the

West. Liberated from regulatory hindrances, Western finance and technology would flow eastward and

Eastern products westward.” As a result, the ECT is a legally binding multilateral instrument dealing

specifically with inter-governmental cooperation in the energy sector, the fundamental aim of which is

to strengthen the rule of law on energy issues in order to minimize the risks associated with energy-

related investment and trade.

By contrast, energy security issues are still primarily addressed at the national level in Asia. As a

result, cooperative initiatives are far less developed in this part of the world, although there has been

recently a rising awareness of the need for cooperation in particular as a means of alleviating the

dependence on Middle Eastern oil.

Cooperation on energy issues may also serve as a stimulus to more broadly defined economic

cooperation and as a means of enhancing confidence building. Although this may be a questionable

assumption, the idea that cooperation on energy security issues may be the trigger for broader

economic cooperation and possibly integration, seems to be gaining ground, despite the risk of rising

rivalry. Be it as it may, in the wake of the rising interest in regional integration in East Asia, a number

of regional cooperative schemes on energy are also being discussed, if not yet fully developed. It must

be emphasized that the causality may go both ways : embedding the negotiation on regional

cooperation in energy in a broader institutional framework may also be necessary.

For the time being, existing developments suggest that sub-regional approaches tend to be

favored. The establishment of a Northeast Asian energy market is one such project. It is as yet still in

its infancy in the absence of a power grid or pipelines connection in the region. Structured and

concerted regional cooperation on energy security also prevails in Southeast Asia, with the ASEAN

Plan for Energy Cooperation, including the ASEAN power grid project (based on the trans-ASEAN gas

pipeline), and the Greater Mekong Project (regional power trade in the Greater Mekong subregion

based on hydropower). Yet, the reluctance to surrender sovereignty continues to be quite strong in

East Asia, thus hampering the process. The lack of a secretariat to back the ASEAN petroleum

security agreement (which has been in place since 1996) probably accounts for the limited impact of

the scheme. There is also a growing awareness of the need for an institutional base to facilitate

investments in the needed inter-connection projects.

Given the differences in the commitment to regional cooperation in the two regions, the European

experience (with its successes and shortcomings) may no doubt serve as a useful reference for Asia.

                                           
8 To which Japan is also a contracting party, while ASEAN, China and Korea have observer status.
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The North-South dimension of energy security cooperation

IEA member-countries vs non IEA member-countries

Cooperation on oil security already exists between some European and Asian countries in the

context of the IEA. As members of the IEA, all EU member-countries as well as Japan and Korea have

set up strategic oil reserves. As non-members of the OECD, China and ASEAN countries are not part

of the IEA as a whole and of its emergency response mechanism in particular. Yet energy security

concerns have been gaining importance in these countries as well, and the establishment of strategic

stockpiling is being examined as an option for the near future.

Energy security concerns rank particularly high in China, since a sound energy security policy is

clearly perceived as a precondition for big power status. An oil-focused energy strategy was proposed

by the State Council in late November 2003, calling in particular for a flexible strategic petroleum

reserve system and a shortage-warning system. In an effort to reverse the growth of its dependence

on foreign oil, China is seeking to establish a 70-75 day strategic petroleum reserve in four locations,

with the first phase scheduled to be completed in 2007. Yet additional measures are also envisaged,

in particular encouraging a more effective development of domestic energy resources as well as

intensive research into alternative fuels and resources to reduce reliance on petroleum and coal.

A number of ASEAN countries, in particular Thailand, may be gradually moving in the same

direction, and are actively considering emergency supply disruption measures with the technical

assistance of the IEA in particular (and with the financial help of the EU). Following a seminar on

“Asian Oil and Energy Security” jointly organized by the ASEAN Council of Petroleum and the IEA in

May 2000, Ministries and organizations in Southeast Asia expressed their interest in developing a

policy and technical understanding of the IEA oil emergency policies and procedures. In September

2003, the IEA/ASEAN “Oil Stocks and Emergency Response Measures” workshop was organized and

followed by a number of visits of IEA member country stockholding sites. The European Commission,

under its EU/ASEAN Energy facility, has provided financial support for the scheme. ASEAN efforts are

currently focused on developing an ASEAN Coordinated Emergency Response Mechanism.

Industrial countries vs emerging economies

The differences in the approaches to energy security may also have to do with the level of wealth

or of development. Overall, the industrial countries of the partnership are basically making use of the

full array of instruments highlighted above in order to enhance energy security. In particular, basically

all industrial countries’ energy strategies converge on the objective of energy conservation and

efficiency, with no major difference between the EU and Japan or Korea.

By contrast, in emerging Asian economies, energy security policies can be said to be still in the

making. A specific difficulty faced by Asia pertains to the need to provide the right conditions to ensure

financing of energy projects, as these will need the support of investors from richer countries.

Energy security is a concern for all the countries of the partnership. Yet, industrial countries tend

to have a different set of problems, compared to less advanced countries. Technological constraints

are different. Industrial countries are undoubtedly in a better position to take steps to encourage the

development of renewable energies for instance. In this respect, emerging economies may have a lot

to learn on how to design policies to encourage the development of such energies. Also as signatories
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of the Kyoto protocol, all countries do not have the same obligations, depending on their level of

development.

Enhancing energy efficiency in the Central and Eastern European countries is one of the

objectives being pushed by the Energy Charter Secretariat. Under the Energy Charter Protocol on

Energy Efficiency and Related Environmental Aspects (PEEREA), all the signatory states are obliged

to develop national strategies and domestic programs for the promotion of energy efficiency

objectives. A similar scheme could be developed in the context of the Asia-Europe dialogue with a

view to inducing and helping less advanced countries of the partnership to enhance energy efficiency.

Similarly, Japan could play a decisive role in pulling China into several framework conventions

for environment, because Japan helped China construct energy-saving steel mills and electrical power

generators. In addition, Japanese automobile manufacturers are rapidly investing in production

facilities in China. They produce and sell the most advanced energy-efficient cars. Recently, their

shares of sales has surpassed 10%. Japan has taken the lead in the so-called hybrid car technology,

mounting both a gasoline engine and an electrical motor in an automobile. If the Chinese buy those

environmentally efficient fuel-cell cars, China’s energy situation would be drastically altered.

Although enhancing the diversification of the energy mix ranks high on the priority list of most

industrial countries, be they Asian or European, they have not necessarily chosen the same options,

as exemplified by the existence of a nuclear divide.

The nuclear divide

As far a the energy mix is concerned however, different options prevail even within the EU. The

area in which approaches differ most blatantly across countries is the nuclear option, with some

European countries in favor of a phasing out of existing nuclear stations (Germany, Belgium), and

some others keeping the nuclear option open (France, United Kingdom).

As a quasi-indigenous energy source, nuclear power has contributed to a large extent in some

countries to stabilizing energy supply even at the time of fast growing demand. Yet, nuclear power

generation has become increasingly unpopular in the wake of a series of accidents. As a result, this

option is very much in debate, with some governments forced to opt for a phase out.

The position expressed in the EU Green paper on energy security is that the energy mix for the

future, under all scenarios, will inevitably include nuclear power generation, yet “the decommissioning

of existing nuclear power plants, unless countered by the development of new reactors, will result in

nuclear power electricity generation declining over the next decade”. This may lead to a greater

dependence on fossil fuels to supply energy, as it is at present difficult to envisage renewables

meeting the increased demands for energy, owing to: (a) the continuing need for research and

development, and (b) difficulties in supplying energy in all weather scenarios and the problems

associated with storing electrical energy. As a result, there is a clear risk that a gradual phasing out of

the nuclear option will lead to a rise in energy insecurity.

If the program of nuclear plants development goes ahead as planned in Asia, the region should
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account for about 33% of world nuclear installed capacities in 2020, compared to 20.2% today9. This

certainly calls for some form of cooperation with their “nuclear” partners in Europe.

The nuclear option constitutes a particularly tricky issue : while increased expectations tend to be

placed on nuclear-generated electricity in the context of the rising need to curb emissions of CO2 and

greenhouse gases, other types of security issues are raised by the nuclear option, in particular in the

context of rising terrorism-related uncertainties. A major challenge lies in guaranteeing the safe

operation of nuclear power plants. Yet, the processing and disposal of spent fuel, and various other

back-end problems remain pressing issues which can also be subject to regional cooperation.   

4. Scope for cooperation
The taskforce discussions revealed a strong Asian interest in the EU experience with

cooperation on energy-related issues, such as cross-border energy protocols, as well as the ECT. In

this perspective there may be scope for transfers in the institution-building area.

Experience-sharing among and from industrial countries of the Asia-Europe partnership is also

identified as a promising avenue. By way of illustration, a study by the Council for Science and

Technology Policy of the Japanese Government’s Cabinet Office found that the most energy efficient

ways to come closer to implementing the Kyoto Protocol are not new technological solutions but social

enforcement of existing techniques.  The report indicates that energy saving in buildings and houses is

the most efficient means to lower CO2 by 10 million tons by 2030, whereas energy saving in the

transportation sector would decrease green house gases by the same amount. The third important

sector for energy efficiency is industrial machines, which could lower CO2 emissions by the same

amount. These findings show that environmental problems and energy saving problems could be

attained without undue impact on the economy, provided governments adopt sound policies to

regulate housing and transportation.  They can be applied to different countries in Asia and Europe,

with an exchange of results and effects later on.  In this respect,  Asian and European cooperation can

serve as a model.

Yet the discussions also revealed what can be called a “North-South” axis of energy policies.

Because of vast disparities in development levels, there is clearly scope for transfer of expertise, both

technical, financial, and even institutional, from the more advanced to the less advanced countries of

the Asia-Europe partnership.

As far as the oil market is concerned, the rise of China poses a major challenge to existing

emergency mechanisms. Helping in the establishment of oil stockpiling in countries such as China can

certainly be seen as one of the few really valuable public investments for oil security. As a result, it

would no doubt make a lot of sense to help (financially as well as technically) the development of such

oil stocks in Asia.

An important goal for joint policy is to expand the scope of existing cooperative initiatives,

beyond oil stocks and emergency response measures. At the same time, it should also be an

                                           
9 These figures account for the production of  Japan,  South Korea, China, Taiwan, India and Pakistan.
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objective to maintain financial support to existing schemes (under the EU/ASEAN Energy facility10),

assessing how they can be extended to other initiatives and/or to wider regions.

Furthermore, as there is shared concern on the need for environmental protection, a common

objective is to renew and expand the existing commitments to combat climate change and promote

sustainable development (by reducing wasteful consumption of energy), and to help less advanced

countries in this endeavor. In other words, sustainable development must be explicitly built into energy

policy.

Another avenue for inter-regional cooperation should be stressed at this stage: while the

emphasis is systematically placed today on the dramatic impact of China’s economic rise on the global

demand for energy, it should not be overlooked that China may exert a comparable impact on energy

supply should this country manage to make major progress in the field of renewable energies in

particular. Low production costs and delocalization apply to energy substitution machinery: batteries,

micro-turbines, windmills could all be produced at substantially reduced cost in China, where they are

also of major relevance given the country’s growing and diversified energy needs. If such were the

case, prospects for these alternative energy sources may be far less bleak than currently imagined

and the whole energy balance can be substantially improved.

Finally, broadly converging interests between the two regions on a number of energy security-

related issues certainly give them an opportunity to blaze a trail and provide guidance for global

governance on these issues. In particular, the fact that Japan and Europe are the key promoters and

supporters of the Kyoto Protocol indicates that this is an area where Europe and Asia should co-

operate and act as a model  for other Asian countries, in particular China. They should also jointly

exert their power of persuasion on other actors such as the United States or Russia.

As a result, cooperative initiatives can be envisaged along the following lines:

• Lessons to be learnt from regional cooperative schemes, in particular from the European

experience with natural gas pipelines or electricity networks for instance.

• Support to be provided to existing dialogues with non member countries on issues such as the

development of strategic stocks ( under the aegis of the IEA) or cross-border gas trade issues,

as well as to existing cooperative schemes between EU and ASEAN for instance (with a view

to possibly broadening their regional scope).

• Promotion of accession of China, ASEAN and Korea to the Energy Charter Treaty.

• Assistance to those countries where national policies are not yet in place or not sufficiently

developed.

• Cooperation and experience sharing on technical issues such as energy efficiency, energy

conservation, or the development of renewable energies.

• Development of a common stance on the Kyoto protocol. While existing signatories (which

have taken on binding obligations) are expected to proceed with the implementation of the

                                           
10 This project will provide opportunities for the energy sector in the European Union to contribute to the
development of the energy sector of the ASEAN countries by providing financial contributions to selected, small
and strategic projects in line with the cooperation objectives of the EU and ASEAN. The facility is intended to
assist public sector players to develop programmes which will alleviate bottlenecks in energy provision while
promoting energy efficiency and the wider use of renewable energy.
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protocol, less developed economies with rapid rates of economic growth should accept to be

gradually phased in as a result of a renegotiated protocol.

• Collective actions on the nuclear issue : public campaigns could be launched on the need to

keep the nuclear option open as the only means to complement the development of carbon

dioxide free energy alternatives.

Yet, it would probably be premature to push Asia-Europe cooperation too far, too fast on all

energy-related issues. A gradual approach is certainly warranted, with closer intra-Asian cooperation

as a first step. A major stumbling block on the road to Asia-Europe cooperation on these issues is the

persistent disagreement between Japan and China on such issues as the Siberian pipeline. Unless

China and Japan act in unison, there may be little hope for bridging Asia and Europe. However,

learning from the European experience may also be instrumental in tightening regional cooperation in

Asia.
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