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The Global Energy Scene

By Rt. Hon. Lord David Howell of Guildford*

In surveying the global energy security scene I want to 
begin with two key concerns – the imperative need for vari-
ety and flexibility in energy sources and the huge dangers of 
over-dependence on single energy sources. 

Indeed one could say that they are two sides of the same 
coin. Let me start with two examples from the 20th Century 
and three from this new century which are now confronting 
us in a highly demanding way. 

In 1913 Winston Churchill ordered the then gigantic 
British fleet to switch from coal to oil. Commenting on sourc-
es for the new fuel he said ‘safety and certainty in oil lie in 
variety and variety alone’.

Over sixty years later, in 1974, the entire British econo-
my was brought almost to its knees by over-dependence on 
domestic coal for its electricity supply.

Apparent self-sufficiency in domestic resources turned 
into disastrous energy insecurity as the miners withdrew their 
labour and the power stations came to a halt. For a time elec-
tricity to both industry and home consumers had to be ra-
tioned on a three day a week basis. Only the almost uncanny 
ability of British officialdom to cope with such a situation, 
drawing on distant memories of managing wartime short-
ages, saved Britain from total catastrophe. 

The only immediate way forward which offered itself 
was to seek more diversity and more flexibility in energy sup-
plies, and very much more innovation and efficiency in en-
ergy use, and this we set about doing as rapidly as we could, 
although it was not nearly fast enough and many of the vital 
incentives for innovation were lacking.

Are We Repeating Past Mistakes?

Switch to 2006. Where are the obvious global points of 
over-dependency? Take three: the dangerous over-depen-
dence of the European Union on piped gas from the Russian 
Federation; the heavy dependence of France on nuclear elec-
tricity from its enormous system of Pressurised Water Re-
actors; the dependence of the entire world on oil, especially 
the USA, with oil imports higher than ever, (now around 70 
percent), and also the ever-rising dependence of the rising 
Asian powers.

All three “dependencies”, whether of fuel type or source, 
spell extreme danger and less energy security, not more. This 
helps explain why even before the 1980s Japan, for example, 
had begun to move with the utmost expedition away from 
dependence on oil, dependence on Middle Eastern oil and 
dependence on one source for the alternative of liquid natural 
gas or frozen gas. When the 1980s oil price explosion oc-
curred it was Japan that had the greater flexibility and was 

able to handle the crisis with the greatest dexterity, despite 
being a country without any natural sources of its own at all 
(except a small amount of coal). It is also important to note 
that Japan persisted with vigorous energy savings and ef-
ficiency innovations even when the great oil price collapse 
of 1986 occurred, when many other societies and industries 
simply gave up on energy saving and went thankfully back 
to cheap oil. 

Now, as we tumble into the next energy crisis, the Euro-
pean Union is plainly committing a very similar ‘over-depen-
dency’ error. Collectively the EU states have allowed them-
selves to drift into extremely precarious over-dependence 
on supplies of gas from the Russian pipeline empire. I recall 
Helmut Scmidt long ago re-assuring Margaret Thatcher on 
this point. ‘My dear Margaret’ he said, slightly patronisingly 
and taking his pipe out of his mouth, ‘the supplier needs the 
customer as much as the customer needs the supplier. The 
Russians have always been reliable suppliers of gas. They 
will never let us down’.

Events have proved otherwise. It is not just a question 
of unsettled politics in the Russian Federation. I think that 
aspect could be overrated. But it is inevitable that the huge 
Russian monopoly, Gazprom, behaves as monopolies do, not 
necessarily as states and government do – but simply look-
ing for the best customers and seeing little virtue or profit in 
maintaining customer loyalty in any particular market. Hence 
the repeated observations of Gazprom officials that if they 
cannot get their way in supply patterns for Western Europe 
they have other customers they can supply in China and else-
where in Asia. In the blunt but not unrealistic words of Vik-
tor Kristenko, the Russian Energy Minister the other day ‘If 
dependency is not good, then one needs to move out of this 
dependency’. Exactly, but is it too late?

Two propositions sum up the situation: The first is that 
there is no such thing as full energy security. The vision of 
totally established long-term regular energy supplies, guaran-
teeing steady, non-fluctuating and utterly reliable supplies of 
electricity in the electric societies of the future, is a mirage. 
No such pattern can last. If the attempt is made to establish it, 
it fails to endure. Events and transformations will always in-
tervene and always undermine any such reassuring systems.

The second proposition is the one already made above. 
The best kind of security, in as far as it can ever be attained, 
comes from diversity and the ability to switch between a very 
wide variety of sources of primary energy and of secondary 
energy. This proposition applies at the national level, at the 
industrial level, the business level, at the public facilities 
level and at the home and domestic level. In every case there 
has to be variety and there have to be numerous fall-backs. 
The glory of the electronic age is that it makes the complex 
management of these patterns of variety infinitely more ob-
tainable and more profitable.

Japanese Lessons; European Follies

The Japanese example is interesting. At the macro level 
Japan’s energy planners, having learnt the lessons of the oil 
shocks of the 1970s and l980s about the essential need for 
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diversity, are applying the same techniques to the LNG mar-
ket. Long-term contracts interest them less and less, the more 
that LNG can be traded like oil in the spot market. What is 
required is supreme agility at the customer or consumer end 
to ensure that the full range of resources and possible origins 
is being constantly reviewed and played upon almost like 
a musical instrument to ensure overall reliability. Here is a 
good example of diversity providing security in contrast to 
over-dependence on single sources providing grotesque inse-
curity and danger.

Turn back now to the European Union today. The Eu-
ropean Commission in Brussels is responding to a classical 
dangerous position of over-dependence on a single energy 
source – namely the Russian Federation and more specifi-
cally the gas monopoly, Gazprom. The Brussels’ instinct 
is predictable. It is to try and meet the Russian monopoly 
with a European monopsony or single buyer, and to develop 
what it calls a common energy policy as far as that is possible 
– which is in practice not very far at all. The theory is that 
the single buyer would be able to carry more clout in dealing 
with the Russian monopoly supplier and somehow enforce 
Russian liberalisation and opening of Gazprom pipelines to 
others.

But the practice falls flat on its face. Not only do the dif-
ferent Member States of the European Union, regard secure 
energy supplies for their citizens as a priority national matter. 
It turns out that the Russian monopoly has other buyers to 
turn to, as Gazprom officials have made brutally clear. If the 
Europeans are not going to behave as good customers and 
pay the prices asked under the conditions required, then other 
customers in Asia and other markets in Asia can be supplied 
instead. In short, the search for energy security in Western 
Europe has led to frightening insecurity and the prospect the 
entire Continental system may have reduced pressure or in-
terruption.

Incidentally, this ought not to be too much of a problem 
for the UK, in contrast to the rest of Europe. The UK now has 
full market liberalization, it has 7 percent of the world’s coal 
reserves, it has access to almost unlimited gas from Norway 
and never forget that the UKCS still has plentiful gas and oil 
resources.

Dangers of Too Much Integration

Even so, like every other oil and gas consuming country 
the UK cannot be immune from the shocks to a highly inte-
grated world system and it still, lacks adequate gas storage.

This brings us to a further key issue. Across the impera-
tive need for diversity of energy sources at all levels in the 
energy chain there cuts a new and even more complex trend 
which works the opposite way and makes the need to plan 
for fuel diversity ever greater. This is the fact that the in-
formational revolution, just as it has brought the dispersal 
of power, control and opportunity has also brought a vastly 
greater degree of interconnectedness – and this applies over-
whelmingly in the energy field.

Our markets are now so obviously interconnected that 
one disaster, sabotage event, revolution or accident in any 

one corner of the oil supply network has an immediate effect 
– in the case of oil usually through a sharp price spike. In 
gas the same applies, and in frozen gas as well. It needs one 
accident or terrorist raid in one part of the pipeline network 
to send prices soaring. Diversity protects the flow but it does 
not protect the price.

The sheer rapidity of information has transformed ev-
erything. First the speed of information vastly increases 
market information and market response which in turn in-
tensifies volatility in reaction to every occurrence. Second 
because markets are infinitely more open and informed the 
entire planetary system is run on tighter margins and this 
applies particularly in the energy field. Thus the supply and 
demand balance is permanently tighter than in the pre-infor-
mation age and the vulnerability to upsets anywhere in the 
network vastly greater, despite increased strategic stocks. In 
these circumstances a considerably greater diversity and va-
riety of supply sources would anyway be required to escape 
the amplified vulnerabilities of such a highly networked sys-
tem. This would be so even without the terrorist threat which 
makes all integrated systems vulnerable at their key points.

Searching for Security in Vain

The same thinking is clearly now driving the Chinese as 
they search for more and more oil imports to feed their su-
per-growth economy. At the outset, as oil import needs rose, 
Beijing thought mainly in terms of very long contracts and 
securing access to oil through heavy and detailed agreements 
with foreign governments, often with the additional motive 
of irritating the United States of America. In this they had 
some success “tying up” Sudanese oil supplies, expanding 
links with Iran, entering into contracts with Venezuela and 
courting state oil companies in Nigeria, Angola and many 
other countries.

But it is dawning on the Chinese that this pattern of con-
tracts is not the guarantee of security of supply they might 
have hoped for. Even China cannot be immune from the laws 
of diversity and the dangers of over-dependence. In a sell-
ers’ market, when oil producers need customers, it all works 
very well. But in times of crisis and shortage, and in times of 
political upheaval, even contracts and commercial law go to 
the wall. Despite all their contracts and long-term arrange-
ments and agreements to take oil at certain prices, the Chi-
nese will find the moment comes that they are as vulnerable 
as everybody else to the vagaries of world oil markets and the 
disruptions that can be imposed anywhere in the oil network 
by upheaval and revolution, whether in the Middle East or 
elsewhere.

Like Japan, China’s best hope for energy security in the 
future lies in diversity – diversity between suppliers of fossil 
fuels, including their own internal coal suppliers, diversity of 
types of primary energy sources, diversity within their own 
industrial structures within their cities, towns and homes, and 
above all, highly profitable new technologies for reduced 
conventional oil dependence. This is where real security, in 
as far as it can be obtained, really lies. Chinese leaders, led 
by President Hu Jintao, may zig-zag across the Middle East 
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and Africa, as well as, of course, Latin America, trying to tie 
up access to oil, but in the end they will face the same reality. 
The only security is diversity, combined with market-driven 
efficiency.

Just now, today, the outlook is not at all good. The Chi-
nese and the Indians have arrived. Gas guzzlers prowl Chel-
sea. American energy policy is frankly chaotic. If we look 
to President Bush we get such gems as the statement that ‘If 
we do not succeed we run the risk of failure!’ – not a very 
inspiring lead! 

Meanwhile, the Middle East is in worse turmoil than ever. 
Iraq output has collapsed. Iran is highly unstable – again. Ter-
rorism has threatened an increasingly vulnerable and integrat-
ed world energy supply system, for example at Ab Qaiq and a 
dozen other key places. The Saudis may have overstated their 
cheapest remaining recoverable reserves. Oil refineries are 
mis-matched, out of date and need replacing. The North Sea 
province is running down and at the same time we are pump-
ing more carbon into the atmosphere than ever before.

No Simplicities in a New Situation

In short, we are confronted with a deeply serious situa-
tion requiring new policies and a new approach. These poli-
cies must be rooted in realism not swayed by current fads or 
theories. The energy conditions have undoubtedly changed 
fundamentally and the old market approach which was ap-
propriate and right at the time, will no longer do on its own, 
as we will explain. But nor will the green simplicities. Cer-
tainly fossil-based oil can be downgraded in the energy hier-
archy and removed from its strategic throne, but there is no 
way in which it will cease to be an important component of 
the energy supply balance, as will other fossil fuels in the fu-
ture, including slightly cleaner gas, very much cleaner frozen 
gas and a coal treated for clean burning.

The cost ruler must also be put once again across nuclear 
power generation – to see whether it is really, truly, worth it – 
and whether anyone other than a government flush with funds 
(of which there are very few) can ever dare to invest in nucle-
ar power when the pay-back time is so long, the planning and 
other costs so uncertain, the likelihood of profit so remote. 
Above all, innovative technologies and new electronic con-
trol systems can be combined with plain commonsense about 
energy use to get far more out of a unit of energy purchased, 
and to do so far more cheaply, thanks to business innovation 
and restless, profit-seeking enterprise, than governments and 
central planners and politicians seem able to grasp.

The transition can and must be driven by economics, and 
by ever better business models. We can make higher mileage 
hybrid cars the norm (and the Japanese car makers and their 
Chinese subsidiaries are already tooling up for a massive ex-
pansion of this product). And the huge remaining reserves of 
coal, both in Northern Europe, in America, in Australasia and 
in China can be gasified, liquefied and otherwise treated to 
achieve a cleaner and cleaner carbon-free burn, although costs 
have yet to be brought down to competitive levels. Plant-de-
rived carbohydrates also have their place, although real costs 
(and I do not mean costs softened with huge farming subsi-

dies) have yet to be brought down to competitive levels. 
But the new emerging pathway for energy is going to 

be much more complicated than any of this. None of these 
policy ambitions is going to deliver energy security at the 
level people have hitherto expected and governments have 
promised.

Giant integrated energy systems, which is what the clos-
ing decades of the 20th century have bequeathed to us, are 
never going to be fully secure again. Small, micro-generation 
methods are going to help at the margins but the impact of 
these will unfold slowly.

So ahead there are going to be accidents, revolutions and 
piratical acts of government, all of which spell power cuts, 
blackouts, supply interruptions, disturbing price spikes and 
increasing climatic extremes, which may or may not be relat-
ed to the man-made carbon gas emissions of the last century 
– and which anyway we are told on the highest authority (Sir 
David King, the UK Government’s chief scientific adviser) it 
is too late to do anything about in this century, and that the 
benefits will be in time for our great grandchildren.

This is the energy labyrinth. Can we escape it? The an-
swer is certainly, “yes”. As succeeding chapters will show 
many of the fears about the energy future are misplaced nota-
bly, for instance, that the world is running out of oil and gas.

Escape from the Labyrinth 

So where do we start? The idealists of today see a fossil-
free, green energy future emerging somehow out of the mists 
and confusion of the short-term and medium-term landscape. 
But the realist has to start from certain and basic awkward 
realities. Viz:

1.	We know that, like it or not, and whatever savings are 
achieved through increased efficiency, energy consump-
tion will increase hugely over the next twenty years. The 
most conservative estimates confirm a rocketing demand 
across the planet for more electricity in the ever more 
electrified societies of the advanced world, plus huge en-
ergy demand increases in the awakening giants, China 
and India, and the rest of the developing world. So re-
gardless of anybody’s policy and regardless of govern-
ment taxes much more energy will be needed and much 
more energy will be consumed.

2.	We know that, like it or not, oil and gas and coal, the old 
fossil fuel trio, will still continue to play a big role in the 
energy supply mix.

3.	We know that a new set of policy objectives are needed 
but that these will have to be supported and enabled by 
radical changes of attitude inside the minds of every 
home owner and every manager responsible for energy 
consuming operations. The energy savings are there but 
there are no government measures or top down policies 
that can achieve them.

4.	We know that the huge potential growth of the BRIC 
economies (Brazil, Russia, India, China) simply cannot 
be based on the same sort of per capita consumption of 
energy which the citizens of the United States or Europe 
consider normal and their rightful expectation. So the 
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really big changes of policy direction will have to take 
place for the most part in the poorer societies which are 
struggling to develop. So even in the richer societies pol-
iticians will not dare to alienate voters by making some 
of the changes necessary until events are staring them in 
the face and shocks are compelling them to act.

When there are increasingly frequent power cuts, when 
petrol queues form, when gas supplies are interrupted to 
homes as well as to industry, when all kinds of shortages de-
velop through interruptions to the transport system, then we 
can expect to see the necessary ripples of hysteria through the 
media which will enable politicians to move.

When these things happen, when the newspaper head-
lines shriek, the slow-witted commentators begin to catch 
up, the ponderous government policy-making machines also 
catch up and the politicians rush about like headless chick-
ens making hopelessly short-term suggestions and calling for 
remedies which should have been applied long ago and for 
which it is now far too late – when this becomes the chaotic 
landscape, that will be the time to get a hearing for a way 
forward, out of the labyrinth, which will be attainable, prac-
tical, cheap, politically possible, intelligible, appealing and 
obvious to most people.

The labyrinth is dark. Arguments go round and round 
and keep coming up against dead ends. But there is an exit 

route to be found turning round unlikely corners, and a sun-
nier landscape ahead then to be traversed. A greater degree 
of energy reliability and security, although never complete, 
is an attainable goal in the great global electric society of the 
future – a world populated by 2030 by eight or nine billion 
people. No slick policy “answer” can deliver this. Crises will 
always occur in face of which extreme flexibility and con-
stant attention to diversity of sources, methods and technolo-
gies are the only workable response.

A reasonable pattern of arrangements against severe 
disruption and energy breakdown can be manoeuvred and 
crafted into shape. Energy in the form of light and warmth 
and industrial and agricultural power can be delivered at rea-
sonable cost to the cold, the starving, the hungry and those 
locked in the cycle of poverty and deprivation. It will not all 
be perfect and smooth. The idealist is not our guide and must 
not be allowed to lead us down false paths. But nor should the 
sceptic be our guide either. The social perfectionism of the 
left cannot be attained, but nor can the scepticism of the right 
be allowed to prevail, nor yet the ‘oilman’s answer’, which 
is simply to produce more oil. The best qualities from either 
side must be drawn to the centre and leavened by modera-
tion and realism. Thus armed we can feel our way through 
the dark labyrinth and reach out to the sunnier land that lies 
beyond the exit.
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