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Policy of energy and social welfare in the Baltic Sea region – What are the options? Main challenges and political capacity of the Baltic Sea region.

Dear Minister, Your Excellencies, Ladies and Gentlemen,

I am honoured to join this distinguished gathering. Before turning to the speech, I would like to start by excusing European Commissioner for Energy, Mr.Piebalgs who due to his very hectic agenda could not join you personally here in Oslo, but who asked me to represent the Commission in this seminar.

The Commission is grateful to the Latvian presidency of the Council of the Baltic Sea States for the "Balticness" initiative which led also to today's seminar. The Baltic region is not only an important region in its own right. It is also an important player in the European Union. There is clearly a rising influence which this area is having in EU energy policy formation and implementation.

Today I would like to focus on how the EU and Baltic region can collaborate in addressing today's energy challenges. The challenges are enormous, for any nation. Rising demand, declining reserves in existing fields and rising greenhouse gas emissions are putting massive pressure on our energy system. As a result, our citizens are experiencing energy price rises and uncertainty over future energy supplies, leading to economic unease.

Some of these challenges are particularly acute in this region. Energy demand in some of the Baltic States is rising more quickly than other European Union Member States, greenhouse gas emissions likewise. The closure of existing nuclear plants, in Lithuania and Sweden, could have a negative impact on efforts to reduce emissions. The extreme dependence of this region on a limited range of energy suppliers also highlights some of the issues faced by energy decision-makers. 

On the other hand, the political will to tackle these questions, and the emergence of excellent regional collaboration bode well for the region. High levels of investment in the region and a highly educated workforce are also assets which will bear fruit. A number of new energy infrastructure projects in the region will help improve security of supply for the region and for the whole EU. Here, we could refer to such projects as the Estlink, in operation since the end of 2006, and the Lithuania-Poland-Germany power link project, now overseen by Professor Mielczarski as EU coordinator. Other power cable connections are being studied in the region (i.e. Lithuania and Sweden, Latvia and Sweden). For gas supplies, it is being confirmed by new pipeline links from Norway to the UK, to Sweden and to Denmark as well as by the Nord Stream project, representing a new supply route for the Russian gas.
Energy is at the heart of sustainable economic and social development. One of the greatest challenges facing the EU today is to ensure that the energy will be there to fuel our economy and provide jobs, opportunities, mobility and prosperity to our people without destroying our environment or climate. This is not only an EU challenge. It is a global problem.

The EU is the world's second largest energy consumer and biggest energy importer. We must put ourselves at the forefront of the global effort to deal with the energy and climate change challenge. This is what the Commission did last month when it presented its energy and climate proposals on 23 January. 

Energy and climate policy

These proposals include some of the most far-reaching actions proposed by the European Commission for many years. Legislation to ensure that the EU delivers a 20% share for renewable energy by 2020. A revamped Emissions Trading System, including full auctioning of allowances for the electricity sector from 2013. Targets to limit emissions outside of the emission trading sectors. Sustainability rules for biofuels. New rules to facilitate carbon capture and storage projects and assure public confidence in the projects. More evidence that we need to boost energy efficiency. This package will affect the lives of everyone living in the EU and beyond. It creates one of the greatest technical and investment opportunities for the EU economy since the original internal market in 1992. Every part of the EU must benefit, and this of course includes the Baltic region.

The Baltic region has massive potential for renewable energy. Renewable energy brings real sustainable economic benefits. The project to link offshore wind energy from the Baltic and North Seas to the European grid, now overseen by Mr.Adamowitsch as EU coordinator, confirms the role which this region can play in European security of supply. 

There are also enormous opportunities here to save energy, and use energy more efficiently. This becomes all the more important with the new targets. The more we are able to save energy, the easier the 20% renewables and emissions targets become.

Later this year, the Commission will start rolling-out a series of initiatives on energy-efficiency; from minimum product standards, to better labelling, to improved building standards, to more efficient transport systems in Europe's cities. 

The potential here is huge, not just in terms of reducing emissions, but equally in improving Europe's competitiveness. The potential for improving energy-efficiency in all phases of energy use, from production to final consumption, is very large. This is especially so in the new Member States, and particularly in the three Baltic States, where energy-intensity is significantly higher than the EU average. 

One must not forget that a 20% improvement in energy-efficiency by the three Baltic States is comparable to the capacity of a possible new gas pipeline to the region. Energy-efficiency reduces dependence on external suppliers. Seen in these terms, it makes even more sense to invest to improve energy-efficiency. 

And the contribution of energy efficiency and renewable energy to society is often overlooked. Polluting energy and energy wastage often affects the most disadvantaged in society. Energy efficiency and advanced technologies lead to the creation of skilled jobs and encourage training and improved working conditions. The investment required is often seen, wrongly, I believe, as a cost. But it is a price worth paying for the well-being of our citizens and for our quality of life. 

Our energy and climate package will require investment in the order of around €13-18 billion per year for the whole EU. But the International Energy Agency estimates that the EU energy system requires investments in the range of 2 trillion euros up to 2030, simply to maintain our energy supplies against rising demand. According to the IEA, investments in energy efficiency and renewables are likely to reduce, rather than increase, the total investment required in the energy system. And according to Sir Nicholas Stern's report on the economics of climate change, the cost of doing nothing could be up to 20 times more than the cost of today's investments.

So how do we ensure that these investments take place? 

To answer this question, I would like to look at the Commission's technology strategy and internal market proposals.

Technology Strategy

First, technology. Without technology and without the full application of the best available technology, we will never achieve our targets. That is why, even before the January package was adopted, the Commission presented its Strategic Energy Technology Plan. 

This will ensure that EU research is carried out in a more effective way, accelerating the development of the low carbon technologies we need. It will ensure better planning, a more strategic and focussed use of funding, and, eventually, higher funding in this important area. 

In the SET-Plan we have proposed six new European Industrial Initiatives on six key technologies: wind, solar, bio-energy, the electricity grid, carbon capture, transport and storage, and fourth generation nuclear fission. In all these areas, this region can offer expertise and experience which will enrich the EU effort. These initiatives are also open to international cooperation. 

Nearly all the countries of the Baltic region are eligible to participate in the European technology programmes. Norwegian companies are very active in the EU research programmes in all technology areas. To give you a few examples of completed projects, there is the Ecowaste project here in Oslo, the WEMSAR project in wind energy, the HYSTORY project for hydrogen storage, the TREASURE project for silicon solar cells. These are just a taste of the wide range of projects which the EU has funded, and continues to fund, which are lead by Norwegian organisations.

I would like at this point to say a little about a technology where Norway has played a particularly important part. Carbon capture and storage is a crucial technology if the world is to continue to use its vast coal reserves. It can also reduce the emissions from gas-powered generation. Here, the EU is supporting the key developments through a number of collaborative projects. We will now launch a European Industrial Initiative to support a number of demonstration projects involving firms, Member States and researchers from around Europe. This will provide structures for future collaboration among stakeholders.

Some of the most exciting developments in CCS are taking place on our doorstep. In October 1996, the world's first offshore CO2 capture plant went on stream in Norway's Sleipner gas field in the North Sea. Norway is now a world leader in this technology. We hope that it will continue to play a full part in the future. The Commission is aware of the problems both at political and technical level that Norway is facing in realising ambitious CCS projects. But the Commission would like to give its political support for Norway to put these demonstration projects in place.

I am proud of the cooperation which has built up between Norwegian and other European companies, with the help of EU Research programmes. For example, the new four-year DECARBit project, supported by the Seventh Framework Programme, will be coordinated by the Norwegian research organization SINTEF and involve 14 partners from eight different countries.

With the new legislative proposal from the Commission last month on the future of carbon capture and storage, industry can start to plan full-size demonstration projects. Moreover, in its last communication on the support of CCS, the Commission has agreed to deal with possible national public support to CCS projects positively. This is a strong step towards the demonstration and deployment of CCS projects. I am confident that companies from the whole of the Baltic region will play an important part in the future of this technology.

Internal market and infrastructure
The huge investments required in the energy sector call for more open and integrated markets in Europe. The Commission's third internal energy market package, which is being debated in the Council and European Parliament, will help open up the EU energy market to new suppliers and new supply sources. 

There is overwhelming support for the vast majority of the package from Member States. On unbundling, the debate continues. But I can assure you that we will take seriously any third option which assures the same levels of independence of systems operator and provider as our original proposals. For the sake of investment, in technology and networks, we must find a suitable compromise agreement as a matter of urgency. 

New energy forms call for new energy systems. And our system needs to change. On the one hand, it must accommodate decentralised generation; and on the other we have to move towards a truly European grid. In this region, your experience of Nordel, and its contribution to security of supply with a high proportion of renewable energy, is highly relevant to the rest of the EU.

Investment in future infrastructure is a matter of concern for us all. In this region, the Commission endorses the steps you are taking to link the three Baltic states, Estonia, Latvia and Lithuania, into the EU network. The Commission is also following developments for a joint nuclear power plant to replace Ignalina. And, last but not least, the Nord Stream project is currently ongoing the environmental impact assessment stage which is crucial for its further successful development and should contribute to find a common understanding and to ensure that all countries in the region benefit from the supply security it will bring.

As dependency from external supplies grows, the Commission is developing proposals on how to strengthen cooperation with the neighbouring supply countries to assure the highest resilience of the connected infrastructures. The EU also includes this topic in numerous fora in which we participate, such as the EU-Russia dialogue and G8.

Finally, I should mention that the EU's Seventh Research Framework Programme includes one specific thematic area on Security, including that of infrastructures and utilities. The Commission pursues the principle that “technology itself cannot guarantee security, but security without the support of technology is impossible”. We also argue that the use of security related technologies must always be embedded in political action. 

External energy relations

I would like to add some words on our external energy policy. One of our most fruitful and long-standing relationships is with Norway. Norway is the EU's second gas supplier and second crude oil supplier. Being a part of the European Economic Area, Norway is also an active player in our energy market and in our research programme. It is also linked into our Emissions Trading Scheme. It will contribute to our renewable energy plans, and is a priority for future membership of the Energy Community. Norway has a unique relationship with the EU. It goes far beyond the issues of energy trade, thanks to the political commitment of both sides.

This is also our experience in our other external energy relations. With Russia, for example, our relationship has developed beyond a simple supplier-consumer partnership. We are already collaborating in many related areas – technology, climate change, energy efficiency, investment conditions. Since 2000, our energy dialogue has evolved with the changing geopolitical and international climate. We must now ensure that energy is included as an important domain in the post-Partnership and Cooperation Agreement which we will be negotiating with Russia. 

The changing environment for energy diplomacy makes it more important than ever that the EU is able to speak with a single voice. This is a challenge for the EU, and for Member States. It means recognising the commonality between the national and European interest. It means understanding the relationship between security in neighbouring countries and domestic security. It means acknowledging that the EU is stronger if it works together than if individual Member States act alone.

We are moving down this path, and the inclusion of energy security and energy solidarity in the new Lisbon Treaty is an important step in this direction. With this thought I would like to come back to why we are here today - to consider the political capacity, or "Balticness" of this region.

Ladies and gentlemen,

EU energy policies are not an alternative to national energy policies, just as Baltic programmes are not an alternative to national programme. They are a complement, and make national policies and programmes more effective and easier to carry out. The whole of the Baltic region is closely involved in the development and delivery of European policies - particularly energy - either as Member State, as part of the Economic Area, as Norway, or as a close partner, as Russia. You have strengthened your role through the networks you have built up, such as the Council of Baltic Sea States, BASREC or the Baltic Development Forum or the ?Baltic Cooperation Forum? [to be checked].

The future lies in continuing to build up this collaboration. The scale of the challenges we face give us no choice than to work together, at all levels, in a spirit of mutual solidarity and respect. This is what you are doing in this region. And it is what we are doing at the European level. Success lies in doing it together.

Thank you for your attention.

