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Thanks very much, Minister Noev, for your kindness of including me in this Conference as an American at a time of some strains in America’s relationship with the rest of the world. As somebody who personally has worked with the CIA for a long time I am pleased to be invited almost anywhere, but especially to join you here at this important conference. I am going to focus my remarks on energy security for this is a domain to which I have focused my attention since leaving the Reagan Cabinet twenty years ago. 

Today, in addition to the prices that we are paying for petrol at the pump, all of us are becoming aware of the importance of energy in every dimension of our lives. It heats our homes, makes the synthetic fibers on your back, transports our cars and trucks and sure it is fundamental. Without energy economies collapse. But why today are we especially concerned about energy security? I believe three factors have focused our attention in recent years on this issue. First of all, the faster than expected growth in the demand for oil and gas by emerging markets: China, India, others. Can you imagine a 40% increase in the imports of oil by China in one year—2004 to 2005, and imagine further sustaining an 8 to 10% annual growth rate and what that will mean for stresses in sourcing energy and what it could imply in the way of competition for energy supplies from the same source—the Persian Gulf—by Japan, China, India? The second area that has concentrated our minds on energy security is the potential for disruption of supplies primarily from the Persian Gulf, but not only from the Persian Gulf. As we have seen in Nigeria, turmoil there has reduced production by as much as 40%. Separately, in Venezuela, rather extreme rhetoric and capricious management of production of Venezuelan oil calls into question the reliability of Venezuela as a supplier. 

All of these factors together have managed to elevate the price of oil to more than $70 a barrel. Thoughtful analysts of the sources of production throughout the world cannot imagine oil going below $50 for the foreseeable future. To imagine one extreme problem that should focus all of our attention: recall three months ago the attack that occurred at Abqaiq—an important terminal in Saudi Arabia that processes 4 million barrels a day of oil. That attack came within 100 meters of taking that plat off line and eliminating 4 million barrels a day from the market for at least 9 months and probably a year. Were that to happen, the price of oil overnight would go to more than $150 per barrel—twice what it is today and, within very little time, lead to the collapse of, first, Japan’s economy, but ultimately, through ripple effects, to the economy of Europe and of the United States. Such is the severity of our reliance upon very vulnerable sources of hydrocarbons. Probably the most important sector of our economies at risk to this threat is transportation. Trucks, buses, cars—more than 2/3 of our consumption of hydrocarbons occurs in our transportation sectors. And if I could reduce the problem to a simple definition, I would say that the problem is really how many kilometers per gallon of gasoline from a vulnerable area we are consuming today. 

Let’s turn to how we solve the problem. To oversimplify, when a source of a commodity is at risk, you either try to produce more from a less vulnerable area, or consume less overall. Let’s analyze whether we can do that. First of all, producing more from less vulnerable areas is not an easy solution to define. One can imagine producing more in Russia or in the Caspian. However, as we have seen in recent months, the sometimes arbitrary control by Russia over its supplies of oil or gas calls into question the reliability of that country as a supplier. Similarly, one has to conceive what it will take, assuming the reliability of Russia and the Caspian, to get those resources to market. It will take an enormous amount of capital to develop the pipelines, the alternative routes for transportation to accomplish this, not to mention a great deal of time. Most of Russia’s probable, yet undiscovered oil is in remote parts of Siberia and the Northern Arctic Coast where there are no pipelines and it will take years and tens of billions of dollars to get it to the market.

I think, still, however, on the side of improving or increasing production from less vulnerable sources one has to begin to consider alternative fuels. And here there is very good news. It has been proven for two generations that it is feasible to run cars and trucks on other fuels than oil and gas—ethanol, methanol, bio-diesel and electricity—all of these are proven alternatives to oil and conventional petrol. Consider only the use by Brazil of ethanol that, after 30 years of focus in research and development, is now providing 20% of the consumption of fuel throughout the cars and trucks of Brazil today—a country of 175 million people. As you consider each of these possible alternatives, it is important to realize that this is not a blue-sky remote possibility that will take many many years. These technologies are available, they are in production today, and they are competitive price-wise today. They do, however, need to be wrapped up and expanded in the scale of production, if they are going to be actually available at your gasoline station or your ethanol/methanol station in the years ahead (and I will come back to that in a moment). 

Apart from producing more of a usable fuel, an alternative to oil, let’s turn to using less and how we might do that. And here there is also good news. We are beginning to see automobile manufacturers produce vehicles that run on either a conventional fuel or methanol, or ethanol, or a mixture, and electricity. Hybrid-electric vehicles are entering our market at an increasing rate. This week we have seen the announcement by DaimlerChrysler that it intends to build 500,000 hybrid-electric cars next year. Similarly in Toyota, in Honda, in Ford. Manufacturers are getting the message. We have to be able to run our cars and trucks on something beside gasoline.

It is interesting to note that a battery today in a hybrid-electric vehicle will take you about 30 kilometers. It is an interesting statistic I ran across that in the United States almost half of the vehicles, 150 million vehicles, go less than 30 kilometers every day and that is probably true here in Europe as well. Well, if a battery will take you that far, you could, by transforming your cars and trucks in Europe, literally take half of your consumption away from gasoline and put it on a battery and, within two years, if you could make that vehicle capable of being plugged in at night when you come home to fill up the tank with electricity, you would be filling it up with the equivalent of roughly $1 per liter of petrol—a far better price than you are paying today at the pump. 

The point of all this is that they are all alternatives to having to live with the importation of oil and gas from the Persian Gulf and other risky areas. You can make today, not tomorrow, today, a hybrid-electric vehicle. You can make a flexible-fuel vehicle that can burn anything—ethanol, methanol, gasoline or any mixture. And the added cost of that vehicle for burning flexible fuels is no more than $150—that is very cheap for the flexibility you gain from doing that. And finally, if we began now and transform our manufacturing of cars, trucks and airplanes to use carbon composite materials, you will have a stronger vehicle and a lighter vehicle that consumes much less fuel. We see this being introduced right now by Boeing Aircraft that is putting carbon composite materials into the new generation 787 so called Dreamliner Aircraft and the result is roughly a 20% increase in the fuel efficiency of that aircraft, and sales and responsiveness of the market has taken off dramatically. In short, it can be done and every country in Europe, including Bulgaria, has one of the sources of going to this alternative family of fuels—whether it is coal, biomass that can be used to make ethanol, coal to make methanol, or electricity to run your automobiles. There are alternatives, they are available today and the supply of them is going to grow in the years ahead.

No single country has the capital or the political power to introduce these several means, these alternatives to relying on the Persian Gulf, by itself. It takes too much money and too much political power for one state to go up against Russia or Qatar, or Saudi Arabia. This is truly a collective security issue. What specifically can be done? 

First of all, NATO and the European Union should focus on this four-point agenda I have just gone over—of alternative fuels: providing incentives for building hybrid-electric vehicles; converting to flexible-fuel vehicles; providing incentives for using carbon composite materials. But secondly, NATO should introduce a focused planning activity on what we would do, if there were a disruption of oil from the Persian Gulf. Can we create more strategic petroleum reserves? How would we share them in the event there is a problem? There has been work done on this, as you know, already by the International Energy Agency in Paris and others. But this, as a collective security issue, is something that demands and justifies the urgent focus of NATO. How would you build reserves, how would you share them, if we face a crisis? In addition, NATO and the European Union ought to focus on achieving the ratification of the Energy Charter by Russia—this is important in order to restore confidence in the reliability of Russia as a supplier. And finally, it seems to me that for all of these reasons and the catastrophic impact that a disruption of supply could have, clearly energy security is an Article 5 matter. If Bulgaria’s access to secure supplies of affordable energy is threatened, it is clear that Germany, and France, and all of us are threatened as well and we must all focus upon how we can relieve that menace that faces each of us. It is a collective security issue, it is urgent and compelling, an Article 5 issue, if ever there was one, and we  must begin to treat it that way.

Thanks very much.

