AZERBAIJAN’S ROLE FOR EUROPEAN ENERGY SECURITY
Sabit Bagirov,

Centre for Economic and Political Research

Mr. Chairman,

Ladies and gentlemen!

First of all, I would like to thank you for inviting me to this conference. This is a wonderful opportunity to talk to my colleagues and exchange opinions on such an important issue as energy security. And I think you will agree that during the last two days, we discussed many aspects of this problem. For this reason, I would not like to repeat other spikers and will be extremely short.

As is known, Azerbaijan’s contribution to the energy security of Europe is the following:

1) Supplies of the country’s oil and gas reserves to European and other countries;

2) Creation of conditions for the transit of the oil and gas reserves of the countries of the Caspian region through Azerbaijan to European and other countries of the world.

I mentioned other countries in both contexts because supplies to other countries solve the general problem of demand for these products on the world market, that’s to say in European countries, too.

Allow me to present you with an assessment of before mentioned contributions. Oil extraction in Azerbaijan has been growing in recent years and totalled 44.5 million tonnes in 2008. Most of the oil is extracted by the AIOC consortium from the ACG contract area (35.8 milliontonnes).

Most of the oil extracted in recent years is being exported (about 36 million tonnes) to various countries, including Europe. Azerbaijan has no long-term intergovernment commitments concerning oil export and Azerbaijani oil and oil products normally go to countries decisions regarding which are made by companies that participate in the purchase of Azerbaijani oil. The export of most of the oil is being carried out by the BTC pipeline. The rest of the export oil is transported by the Baku-Novorossiysk and Baku-Poti oil pipelines, as well as by railway tanks bound for Kulevi.

Comparing the volume of the export of Azerbaijani oil with the volume of oil consumption in European countries (735 million tonnes in 2006 in EU27), we can observe that its share is very small. However, these volumes can be important for individual European countries which have little demand for these reserves as their economy is too small.
In 2005, oil and gas accounted for 66 per cent in the final energy consumption of EU27 countries, and the role of oil was prevalent - 42 per cent (2007). But these figures are quite different in various countries of Europe. What’s more, the role of types of energy reserves in the domestic energy demand of European countries is different. For example, gas prevails in countries such the Netherlands, Romania and Hungary. The use of oil prevails in countries like Austria, Spain, Italy, Germany and Sweden. The role of oil and gas is almost equal in Britain, Lithuania and Latvia. Nuclear energy plays the greatest role in Sweden, while coal – in Estonia, Poland, the Czech Republic and Bulgaria. The role of renewable sources of energy is significant in Sweden, Latvia and Austria.

Gas extraction in Azerbaijan has been growing in recent years and totalled 22.8 billion cubic metres in 2008. About 11 billion cubic metres are exported to Turkey and Georgia. Export to Turkey and Georgia is being carried on the basis of intergovernment agreements. Gas is exported mainly by the Baku-Tbilisi-Erzurum gas pipeline. Azerbaijan has made a promise on gas export to Greece and Italy in the future. The Azerbaijani leadership has also confirmed its readiness to export some amount of gas by the Nabucco pipeline.
Comparing the volume of the export of Azerbaijani gas with the volume of gas consumption in European countries (486 billion cubic metres in 2006 in EU27. The EU27 countries’ own gas extraction totalled 199 billion cubic metres in the same year. The main producers were Britain and the Netherlands), we can observe that Azerbaijan’s share is also too small here.
What are the prospects of growth in oil and gas extraction in Azerbaijan? First of all, this is linked to the country’s reserves. According to BP proven oil reserves total about 1 billion tonnes of oil and gas – 1.35 billion cubic metres. According to SOCAR managers, expected reserves are much higher (2 billion tonnes of oil and condensate; 3 trillion cubic metres), but they need to be confirmed.
According to predictions, oil extraction will reach its peak in 2011 and will total 60-65 million tonnes. In the following years, oil extraction will gradually fall and reach the level of domestic consumption in 2030. Then, Azerbaijan itself will start importing oil. But the situation might be different if new oil reserves are discovered.

As I said before, Azerbaijan is important for solving the problem of Europe’s energy security as a transit country. Specifically, the Nabucco project depends on the construction of the trans-Caspian gas pipeline for exporting Turkmen gas through Azerbaijan to Turkey and then to Europe.

I would like to finish here because everything I can say about Nabucco and other projects has already been said by previous speakers and I don’t want to waste your time.
Thank you for your attention.
