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Editorial policy

The Pantier Reports provide precise and fact-based strategic
analyses with concrete actionable recommendations on cur-
rent hot topics and challenges, primarily in the areas of intel-
ligence, security studies and propaganda research. They are
aimed at decision-makers and those responsible in politics,
education, research, business and an interested specialist
audience. The Pantier Reports and its contents are indepen-
dent of political parties, institutions and interest groups.

Die Pantier Reports liefern prazise und faktenbasierte stra-
tegische Analysen mit konkret umsetzbaren Handlungs-
empfehlungen zu aktuell brisanten Themen und Heraus-
forderungen, priméar aus den Bereichen Nachrichtendienste,
Sicherheitsstudien und Propagandaforschung. Sie richten
sich an Entscheidungstragerinnen und Entscheidungs-
trager und Verantwortliche in Politik, Bildung, Forschung,
Wirtschaft und ein interessiertes Fachpublikum. Die Pantier
Reports und ihre Inhalte sind unabhéngig von politischen
Parteien, Institutionen und Interessengruppen.
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All opinions expressed are those of the individual authors,
and not necessarily those of the editors or of ACIPSS. Despi-
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liability of ACIPSS, the editors or the authors is excluded.
[l photo- graphs, images, graphics and drawings etc. used
except in cases where otherwise noted) are supplied by the
authors, who are, as it is explicitly stated in the guidelines
or authors, ultimately responsible for adhering to copyright
laws and, if necessary, the acquisition of reproduction rights.
In the event of any copyright or reproduction right infringe-
ments, the owners of said rights have to contact the indivi-
dual author(s) directly.
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der Autorinnen und Autoren sind ausdricklich ausgeschlos-
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Eventually we will take it
seriously this time?

Challenges to Energy Security
& Reducing Russia's Relevance

in the EU

February 2023, Ewa Martyna-David

Summary

This report elaborates on the process and consequences of mitigating Russia’s relevance in the European Union’s energy sec-
tor. Thisis a clear consequence of its invasion in Ukraine. Consequently, the security of supply of energy carriers has become
important again and therefore will be dealt with in the report. Based on an assessment of the most relevant facts, the author

will provide viable recommendations.

In Brief

Russia’s invasion of Ukraine in February 2022 has trig-
gered a prompt and profound reorientation of energy

policy in the EU.

In the longer run, the current crisis is likely to acce-
lerate the transition towards renewables, which is at
the heart of the EU’s drive for energy independence. A
wide range of policy measures has been announced at
the EU and national level.

Overview

Russia’s invasion of Ukraine on 24 February, 2022, has trig-
gered a prompt and profound reorientation of energy policy
across the EU. The unprovoked attack has changed the atti-
tude towards Moscow and state-owned energy enterprises
(e.g. Gazprom), even in traditionally friendly countries like
Austria or Germany. Only Hungary has not gone along with
several Western sanctions against Moscow. Consequently,
it became possible to issue a series of documents that en-
hance energy security such as the REPowerEU plan and im-
plement a comprehensive sanctions regime.

Energy Security of the EU

The Union’s current energy policy is based on three objec-
tives: security of supply, a competitive market while ensuring
its environmental sustainability’. During the years of unre-
stricted energy flows, the security aspect was of secondary
importance for the EU. It only occasionally became a top
priority, such as after the Ukraine-Russia gas crises in the
winters of 2006 and 2009. The full-scale invasion of Ukraine
has again thrust energy security into the limelight of Europe-
an politics. The International Energy Agency defines energy
security as “the uninterrupted availability of energy sources
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at an affordable price”. In 2020, 58% of the Union’s energy
needs were met by imports®. Heavy reliance on imports from
third countries creates vulnerabilities. In the 2014 European
energy policy, the definition of energy security is in line with
that of the International Energy Agency. The European Union’s
security “hinges on a stable and abundant supply of energy™.
The EU’s vulnerability is also created by the mode of transpor-
tation. Gas is imported mainly through pipelines, which take
long and are costly to be built. Furthermore, the construction
requires the consent of all countries along the route. There-
fore, gas contracts tend to be long-term, lasting for several
years or even decades.®

Russia’s Share in the EU’s Energy Sector

Over the past decades, the EU was largely dependent on
Russia for imports of oil, natural gas, and solid fossil fuels.
Russia covers around 24.5% of all its energy needs®. Never-
theless, due to various geographic proximity to Russia mem-
ber states have different energy mixes and import depend-
encies from Moscow.

Natural gas is a major source for electricity production and
heating in the EU and represented 23.7% of the EU’s gross
available energy’. In 2020, nearly 45% of imports came from
Russia, despite lingering tensions with the EU since Russia’s
annexation of Crimea in 2014. Other important providers are
Norway, Algeria, Qatar, the United States, the United King-
dom, Nigeria, and Libya. Together with Russia they provide
90% of the EU’s total natural gas imports. By 2022, Russia
was the largest exporter of crude oil to the EU (29%). Ger-
many, the Netherlands, and Poland were the main clients®.
The other main suppliers to the EU are Norway (8.7%), Ka-
zakhstan (8.5%), the United States (8.1%) and Saudi Arabia
(7.9%)°. Oil plays an especially important role since it is not
only used for transport (diesel, gasoline, kerosene), but also
for heating (gas oil, fuel oil), and as a chemical industry feed-
stock (naphtha, LPG)™. In 2020, 49 % of the EU’s imports of
hard coal were from Russia. The United States was the sec-
ond largest supplier with 15.2 % followed by Australia with a
share of 13.5%!.. Coal is mostly used to generate electricity
and as a source of caloric power and heat for industry and
buildings™.

The Impact of Reducing the Russian Share

As a result of Russia’s invasion of Ukraine, Europe is facing its
most serious energy crisis since 1973. Moscow is supplying
gas volumes that are not large enough to allow Europe to
avoid an energy crisis. It is thus taking advantage of the sit-
uation by earning skyrocketing sums from countries that are
facing a need to fill gas storage facilities beyond this winter.
As a result of the sanctions, prices of natural gas, crude oil
and coal have temporarily risen dramatically. Given its rela-
tive wealth, Europe is likely to pay these higher prices even
for a longer period of time. This will give Brussels the edge
over the competition to attract the needed volumes of gas,
crude oil and oil products as well as coal. Ultimately, mar-
kets should rebalance - at least according to the textbooks
of financial sciences.
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However, EU member states face rising inflation due to soaring
energy prices. This lead to concerns and a discussion about
how energy and its production is priced in the EU. A production
that is driven by the question how long Europe can afford its
energy needs without losing too much wealth, as energy use ac-
counts directly and indirectly for high share of consumer spend-
ing. Consequently this can lead to growing poverty and negative
economic growth.

Despite the EU’s plans to substitute fossil fuels with renewable
energy sources, the energy transition is not proceeding fast
enough to completely reduce its consumption of natural gas
and oil in the coming decades. EU states need to find alterna-
tive suppliers, all the while enhancing the energy efficiency and
saving energy. Energy efficiency and conservation are the best
ways to deal with the current energy crisis, as countries have a
tangible influence on it.

The further outcome will most likely be the accelerated transi-
tion to renewable energy sources. The EU climate policy envi-
sions a climate-neutral economy by 2050, which requires a mas-
sive declinein fossil fuel consumption. The REPowerEU initiative
sees an opportunity, among other things, in the increased use of
its own renewable sources like wind- and solar-generated pow-
er. This should be accelerated by the installation of more photo-
voltaic panels and wind farms. In addition, the Union is betting
onincreasing its own production of biomethane and hydrogen.
Increasing the role of renewables will enhance the EU’s energy
security by reducing energy dependencies on third countries.

In the current crisis, the EU has coordinated unprecedented
energy sanctions. There is, however, a threat that the effects of
economic problems can spill overinto national elections, as na-
tionalist, right wing, and far-left parties shift the blame for rising
consumer prices and supply shortages from Russia to their na-
tional governments.

Implications for Germany and Austria

Both German-speaking EU members Austria and Germany have
had a strong energy relationship with Russia for decades. Both
countries placed their bets on cheap Russian energy. Even the
annexation of Crimea in 2014 had no noticeable effect on these
long-established relations. Germany is the most powerful econ-
omy and a primary consumer of Russian natural resources in
the EU. It was dependent on Russian gas (55%), coal (50%), and
crude oil (35%). Within the framework of energy cooperation,
Berlin even sold energy infrastructure, like two underground
gas storages in Jemgum and Rehden and a refinery in Leuna,
to Russia. Austria had similarimport patterns. It was dependent
to Russian gas for 80%, coal consisted of almost 20% and crude
oil made up only 10%. Also Vienna decided to sell its largest gas
storage in Haidach to Russia.

Currently, both countries are struggling with the de-coupling
from this dependence. As a consequence of the EU’s sanction
regime they stopped coal deliveries in early August 2022 and
intend to end crude oil imports by 2022/2023 and natural gas
by 2030. Austria plans to become independent of Russian gas
supply by 2027. The German government wants to reduce the
Russian gas supply to 10% by 2024. A date for a final exit has not
been announced.
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The vessel Pioneering Spirit, which is used to install and remove oil and gas platforms as well as pipelines.

Recommendations

The current energy crisis is a complex problem. The member
states should act on a national level and - where it makes
sense — jointly to mitigate the effects of the current prob-
lems. The recommendations focus on the short and longer
term EU initiatives. As a result of proposed actions the Union
should become less dependent on fossil fuels and thus less
vulnerable to external threats.

Enhance energy efficiency, save energy, and look for ade-
quate alternative suppliers: The improvement of efficiency
standards for appliances, buildings, and production pro-
cesses is essential. Furthermore, EU member states should
launch awareness campaigns aimed at promoting more
sustainable lifestyles. In the current crises situation, the EU
will reach out to all producing countries requesting for still
available volumes. Furthermore, the newly discovered large
reserves in Algeria, Cyprus, Israel, and Egypt can be shipped
to Europe as LNG or piped gas in the future.

Extend the energy infrastructure: As natural gas has been
nominated as a bridge fuel, the EU will keep using it in the
years to come. To increase its energy security, the Union
needs new LNG terminals and interconnectors allowing
energy flows between countries. Much of Europe’s regasi-
fication capacity is located in its western states. New inter-
connectors towards the eastern members are needed. In the

case of oil, refineries need to technically prepare to process
non-Russian crude oil. Refineries located in the Czech Re-
public, Poland, Slovakia, Eastern Germany, and Hungary are
mainly adapted to process Russian Urals crude.

Maintain the EU solidarity: Currently, member states are
responsible for their own energy purchases and reserves. As
natural gas is in short supply all over Europe, the bigger and
richer will be favored as potential buyers under normal mar-
ket conditions. Joint energy purchases through the EU Ener-
gy Platform could help to keep the 27-bloc united. Further-
more, storage facilities are not equally distributed across the
EU. Collective inventory coordinated at the EU level could
support the most vulnerable members.

Invest more in renewables: As a result of the current devel-
opments, Europe will step up its push towards renewables,
for reasons of security as well. The International Energy
Agency has published forecasts according to which solar
and wind energy will develop robustly in Europe due to the
further reduction of production costs of renewables. Wind
and sun become more reliable when coupled with storage
options, as grid-scale batteries become commercially viable
and innovative technologies, can store energy over longer
periods of time, and function as sufficient baseload power
supply. The IEA notes hydrogen’s versatility and sourcing
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options, which positions hydrogen to play a significant role
in decarbonization across multiple value chains. Because
hydrogen is not yet a mature technology, the EU members
need to collaborate on gradually introducing the fuel into the
energy mix until it reaches price parity with natural gas and
market forces can drive further demand.

Increase the security of supply chains: The rising use of re-
newable energy will pose new threats of supply disruption.
Currently, China dominates the supply chain of materials
critical for solar panels, batteries, electric vehicles, and wind
turbines. China’s monopoly in these market segments could
be used as a lever of geopolitical influence or trade negoti-
ation tool. To mitigate security risks, the EU will have to di-
versify supply chains by expanding domestic processing and
strengthening relationships with potential producers such
as African countries or Australia. Some EU member states’
resource deposits raise hopes of an increasing domestic pro-
duction. There are rare earth projects in Norway, cobalt in
Finland and lithium potential in Spain, the Czech Republic,
and Portugal, and most recently a huge rare earths deposit
has been discovered in Sweden.

1 EUR-Lex, Consolidated version of the Treaty on the Functioning of the European
Union, pttps://eur-lex.europa.eu/legal-content/EN/TXT/?2uri=celex:12012E/TX] ac-
cessed on 15 December 2022.
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