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ENERGY FROM CAUCASUS TO BALKANS
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Abstract

Energy is the most important element for people to continue their lives, to run their
businesses, to operate their vehicles, and to grow their countries. Balkan countries
gained their independence not so long ago. The infrastructure in these countries
including energy transportation and power plants are not new and they need to be
renewed with cutting edge new technologies. Balkan countries such as Albania,
Bulgaria, Bosnia & Herzegovina, Croatia, Greece, Macedonia, Romania,
Montenegro, and Serbia are not energy-reach countries in terms of energy
resources and power generation technologies. On the other hand, Balkan countries
are on the passage of energy corridor from energy rich Caspian and middle- east
countries to west European countries. This advantage brings opportunities to built
low- cost and reliable energy plants. As a result, the medium will be more attractive
for new investments to come as long as the countries properly utilize Energy
Transmission Lines (ETP).
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Introduction

Energy is the most needed substance for humans to meet their requirements and
lead a high standard life style. Being one of the important dynamics of countries’
socio- economic development, “energy” plays an important role for the countries
with scarce natural resources; these countries import majority of their needed
energy from abroad. The fair transmission as well as the internal consumption of
energy throughout the global market is vital. European Union (EU) considers
bilateral cooperation with Balkan countries because of their geographic positions as
a gateway to the main energy basis in south- east countries. Having secured
relations with these countries means that sustainable energy flow to EU countries
will be established.
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Balkan countries won their independence not so long ago. The infrastructure in
these countries including energy transportation and power plants is not new and
needs to be renewed with cutting edge new technologies. The region had wars,
troubles, and economic crises in the past. The countries have shown economic
growth after their independence especially after the support of EU. The countries
have historical and cultural relations with Turkey; similarly the economic relations
have been steadily increasing between each other [1].

All in all, it can be suggested that statistical data of the 2000s be taken into account
in evaluating the energy consumption of the Balkan countries [2]. According to the
obtained statistical data, recent energy consumption of the Balkan countries has
been increased to 10 quadrillion of British Temperature Unit (BTU) on average.
Also, the energy consumption of 2000-2004 is 8 quadrillion BTU; it rises to 10
guadrillion BTU after 2006; it is reported that energy consumption of the Balkans
has increased slightly below the global average.

Table 1. Total Energy Consumptions by Balkan Countries (Quadrillion BTU)

2000 | 2001 | 2002 | 2003 | 2004 | 2005 2006 2007 2008 2009

Albania | 0,096 | 0,091 | 0,095 | 0,114 | 0,116 | 0,120 | 0,118 | 0,1031 | 0,109 | 0,124

19 6 16 49 51 92 52 9 63 63
BIH 0,223 | 0,221 | 0,231 | 0,227 | 0,253 | 0,272 | 0,283 | 0,2758 | 0,297 | 0,303
58 12 6 36 38 17 8 3 11 8
Bulgaria | 0,867 | 0,904 | 0,874 | 0,886 | 0,874 | 0,914 | 0,936 | 0,8388 | 0,814 | 0,745
72 17 59 54 73 86 61 8 78 93
Croatia | 0,375 | 0,384 | 0,373 | 0,393 | 0,408 | 0,404 | 0,415 | 0,3959 | 0,406 | 0,399
6 11 78 11 16 18 22 6 71 14
Greece 1,337 | 1,354 | 1,359 | 1,436 | 1,426 | 1,434 | 1,477 | 1,4988 | 1,469 | 1,413
68 91 23 84 52 61 76 2 76 46
Macedo | 0,115 | 0,106 | 0,106 | 0,117 | 0,119 | 0,122 | 0,120 | 0,1196 | 0,119 | 0,117
nia 05 37 6 28 39 09 84 4 76 94
Monten - -- -- -- -- - 0,034 | 0,0358 | 0,036 | 0,041
egro 79 25 48
Romani | 1,586 | 1,715 | 1,683 | 1,630 | 1,689 | 1,711 | 1,721 | 1,7054 | 1,681 | 1,454
a 11 49 69 78 34 26 53 9 85 31
Serbia - -- -- -- -- - 0,740 | 0,7278 | 0,704 | 0,707
51 93 2

Sloveni | 0,292 | 0,298 | 0,301 | 0,300 | 0,314 | 0,317 | 0,317 | 0,3142 | 0,337 | 0,327
a 79 91 99 92 11 82 55 2 19 21

Turkey 3,162 | 2,893 | 3,145 | 3,317 | 3,511 | 3,734 | 4,070 | 4,3921 | 4,289 | 4,038
62 67 8 22 86 18 64 1 65 3
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TOTA 8,057 | 7,970 | 8,172 | 8,424 | 8,714 | 9,032 | 10,23 | 10,407 | 10,26 | 9,673
L 34 35 44 54 09 s 74 762 4
AMOU
NT

Source: http://eia.gov (international energy statistics, Online on 12 September 2012)

Production/Consumption Balance In The Balkan Countries

As shown in Figure 1, When energy balance of the Balkan Countries were analyzed,
it is understood that they can only produce 45.2% of the energy that they consume,
which means that they are totally depend on foreign resources to compensate for the
54.8% energy shortfall. It is necessary to stress out this significant overall
evaluation, however it is not enough, as energy dependency of the Balkan countries
were analyzed, it is observed that it varies between 70% and 30%. In terms of
energy supplies, Greece is dependent on foreign resources to make up for its energy
shortfall of 71.4%; Turkey 69.5%, Croatia 55.4%, Slovenia 52.3%, Albania 48.5%,
Serbia 33.8%, Romania 21.7% and Bosnia-Herzegovina 18.7%. The dependency of
Turkey and Greece on foreign resources by approximately 70% is a significant issue
since energy consumption of these two countries is almost equal to the amount the
rest of the countries consume.
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Figure:1- Production/Consumption Balance by Balkan Countries (2009)
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When total energy consumption of the countries is reckoned, it is seen that Turkey
stands in the first place; thanks to the fact that its population is higher than the
others. However, energy consumption per capita should be taken into consideration
to better evaluate the energy consumption figures of a country. When considered
from this perspective, Slovenia stands atop with its 3417 kgoe per capita; Greece is
the second with 2609 kgoe, and Bulgaria is the third country with an energy
consumption of 2305 kgoe per capita. Energy consumption of Serbia and Croatia is
higher than the average of the Balkan countries. Albania is at the bottom of the list
with 538 kgoe per capita. Turkey remains above Albania, Montenegro and
Macedonia with an energy consumption of 1359 kgoe per capita, which is below the
average. Even Romania, as the holder of highest oil reserves in the Balkans, stays
below the average.

When energy sources are considered one by one, it can be concluded that majority
of Balkan countries are self-sufficient in terms of coal production/consumption
balance. The coal production rate in the Balkan countries is 87.9% of the total
consumption; it is 52.4% in Albania and 72.5% in Turkey, which comprise the
lowest values in comparison with the average. The capability of Bulgaria,
Macedonia, Romania, Serbia and Slovenia to meet the consumption need with
domestic production stays around the average. The countries whose coal production
meets the consumption or whose productions more than their consumption are
Bosnia-Herzegovina, Greece and Monte Negro. Croatia is the only country in the
region dependent on its own sourcing to meet its need for coal.

According to Figure 2, considering the oil production/consumption balance, the
average is seen to be very low (13.4%), and the percentages are either zero or
almost zero in most countries except Romania. Even in Romania, the largest
amount of oil is pumped out among the Balkan Countries, oil production meets only
48.1% of the total consumption. Albania is the second producer with a capacity to
meet 40.6% of the consumption with its own means. The ratios are 22.9% for
Croatia, 17.8% for Serbia, and 0% to 3% for the others. The overall evaluation
reveals that the Balkan countries are highly dependent on foreign oil resources
which account for 86.6%.
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Figure:2- Oil Production and Consumption by Balkan Countries (2009)

Figures on Balkan countries’ capability to produce natural gas are quite similar to
those concerning oil production. Average production is 21.5%. While Romania
meets 82.3% of the consumption with its domestic production, this ratio is 66.7% in
Croatia and Albania. Serbia has the highest ratio among the remaining countries
with 19%. Although the other countries produce some amount of natural gas, the
available rates are mostly stays below 2%. Bosnia-Herzegovina, Macedonia and
Montenegro have no natural gas production.

When an overall evaluation is conducted in the energy resources scale, Balkan
countries' dependency on foreign resources is 12.1% for coal, 86.6% for oil and
78.5% for natural gas, which shows that they are heavily dependent on foreign
countries in terms of energy generation. It can be suggested that probable problems
likely to range from international affairs to economic issues. Continuous, reliable
and economic procurement of the needed energy have negative effects on the
development process of the Balkan countries.

Pipeline Projects

The primary target in the energy policy is to provide the security of energy supplies,
safety of transportation and to ensure price stability. In addition, it is aimed to
decrease the cost of the required energy, and to deliver demanded quantity and
quality to the markets[3,4,5,6].

As being in the middle of the Caucasus, the Middle East and the Balkans, Turkey
acts such a natural bridge between Europe and other importers. Because of having
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historical, cultural and economic ties to the regional countries, its geographical
location, internal sources and growing population, Turkey is a significant energy
importer and has a strategic importance in the region.

Providing the safety of energy supply in the region, EU has taken important steps to
create assistance programs based on economy domain stability and energy security
in the Caspian region: TACIS (Technical Aid to the Commonwealth of Independent
States), TRACECA (Transport Corridor Europe- Caucasus- Asia) and INOGATE
(Interstate Oil and Gas Transport to Europe).

The EU is the most intensive energy- consuming part of the world, in turn, due to
insufficiency of its own sources, the EU wants to meet energy needs by using the
advantage of geographical proximity to Euroasian countries that have a significant
portion of energy sources in the world.

The EU wants to create secure transport corridors where the pipelines pass through.
Although, the EU supported the projects TRACECA, TACIS, INOGATE and the
other projects which are also supported by the United States, when compared to
other global forces, the EU is far to create a strong policy on the region these days.

The only way to get the Caspian and Central Asian energy resources for Europe is
through Turkey and the Balkan countries which proves the strategic importance of
these countries, and also, in terms of opening up to the Western markets, it has a
great importance for the Caspian region countries. Turkey is a strategic transit
country and the Balkan countries are becoming energy markets. Therefore, it is very
important for Turkey and the Balkans to develop wide range of energy
transportation projects in terms of providing diverse import of oil and natural gas
resources, ensuring safety and continuity. Hence, to reduce the dependence on
Russia partially, supplying natural gas from the Middle East and Central Asia
through Turkey (as a more secure country) and allowing the Balkans to serve the
EU's policy of energy supply are crucial. Therefore, this energy corridor has a
extremely important place for the diversity principle of the EU. Especially, East
European and Balkan countries are much more dependent on Russia than the other
EU member countries. From this perspective, the EU intends to implement an
important and strategic decision in the policy of energy safety with Nabucco gas
pipeline.

Nabucco

o With the Nabucco project signed on 13th of July, 2009, 3,300 km pipeline
planned from Turkey’s eastern border through Bulgaria, Romania,
Hungary, and into Austria. It brings 31 billion cubic meters (bcm) gas to
Europe each year.
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e This project is to ensure Europe's safety of energy supply through multiple
pipelines and an important pillar of creating a single Eurasia energy market
strategy.

o Due to entrepreneurial role of Turkey, the East- West Energy Corridor
described as the 21st Century Silk Road has provided the delivery of the
rich carbon-hydrogen resources of the Caspian Basin to the Western
markets directly.

¢ Pipeline projects linking the Caucasus and Central Asia to Europe are main
factors in terms of integration with the West.

e It is foreseen that secure and commercially profitable pipelines will provide
a significant contribution to bring stability and prosperity in the region.
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Figure 3. Overview of nabucco pipeline

Baku Thilisi Ceyhan

Baku-Thilisi-Ceyhan (BTC) is one of the most important crude oil pipelines and
began to carry oil since June 4, 2006.

. It transports crude oil from offshore oil fields in the Caspian Sea to the
Turkish coast of the Mediterranean from where the crude is further shipped via
tankers to European markets.

. It runs through Azerbaijan and Georgia to Turkey territory (At a length of
1,768km.)
. The pipeline has the capacity to transport one million barrels of crude oil.
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Figure 4. Overview of Baku-Thilisi-Ceyhan (BTC)

Trans Adriatic Pipeline (TAP) Project:

Trans Adriatic Pipeline project is proposed pipeline which will transport natural gas
from Greece to Albania and further to Italy and Western Europe. It will be supplied
from Caspian region, Shah Deniz field and will be transported till here through
existing pipelines[7].

TAP is a 520 km pipeline from which 380 km will be covered in Albanian territory.
It will be realized through a collaboration between 3 international energy
consortiums EGL , Statoil and E.ON Ruhrgas.

TAP will be financed from safe shareholders and will not require subventions from
the countries it will be passing.

e TAP will be able to transport 10 mmk gas more in a year, increasing its
capacity to 20 mmk.

e It will require a cost of 1.5 milliard Euro.
The governments of Italy, Greece and Albania confirmed their political
support for the TAP project by signing a Memorandum of Understanding
(MoU) on Thursday evening, 2012-09-27.
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Figure 5. Overview of Trans Adriatic Pipeline project

Conclusion

The provided statistical data analysis revealed that Balkan countries should make
better and more use of domestic energy resources to avoid adverse effects of actual
and probable fluctuations in the international energy market since they are highly
dependent on foreign resources. Balkan countries possess available resources to
avoid or minimize the negative effects of the fluctuations in the international energy
market. Balkan countries, may operate as a bridging country to Caspian Region,
which have a considerable number of energy resources. Therefore they will produce
energy in large amounts in return Europe, has inadequate energy resources, will
always be in need of huge amount of energy.
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