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Money matters

1 he ominous
parallels between

The current economic crisis is providing
new insights into the global financial and
energy systems that the world economy
runs on.

Those who, a year ago, dared to warn
about the proliferation of high risk
financial products and predict the demise
of financial institutions, were not taken
seriously. It was also emphatically denied
that politicians had completely lost
control of capitalistic banking systems. We
know better now. In his only admission of
guilt to date, Alan Greenspan, the previous
chairman of the American Federal Reserve
Bank, stated that he had (completely)
overestimated the self-‘cleansing ability of
a capitalistic financial system.

In the past few months two events occurred
in the energy sector, which point up
interesting parallels with the situation
in the financial sector. The first is the
announcement of Shell’s withdrawal from
wind energy. The second is the take-over of
Hungary’s Mol by Russian Surgutneftegaz.

Shell has announced, without entering into
details, that it will withdraw from wind
energy. Shell’s justification for this did
not go much further than the statement
that the company had to set priorities.
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The underlying reason, however, is simple:
Shell’s financial performance requirements
are based on a high risk profile and a
correspondingly high return on investment.
Shareholders are rewarded with this princely
return on an annual basis. The returns in
the wind energy sector are too low to keep
shareholders happy. In fact, Shell is opting
for the same route as Exxon, which took the
same decision many years ago.

Some parallels with the latest insights
into the mistakes in the financial sector
are evident here. Financial institutions
were driven by commercial objectives
only and their facilitating role in keeping
the economy going became subordinate.
They became so powerful and strong, that
governments no longer dared to intervene.
It now turns out that the same applies
to energy companies. The commercial
(shareholders’) interests have priority, the
rest is subordinate. And governments dare
not expand their regulations in the energy
sector either.

There is a lesson to be learned here. The
commercial interests of energy companies
will prevent them from cooperating with
a politically motivated energy transition,
unless they are offered comparable returns
on investment through subsidy schemes.

Then the take-over of Hungarian oil
company Mol by Russian Surgutneftegaz.
It is an illusion to think that Russian
oil companies will not try their hardest
to penetrate the European market. The
weak brothers on the fringes of Europe
will be their first prey. No doubt, the
Russians have already lined up their take-
over candidates and are waiting for the
right moment to pounce. Obviously, it’s
all about money, power and politics, not
about ensuring security of supply in an
affordable manner.

This is a nightmare scenario for politicians
in Brussels, who dream of a collective
European approach to future energy
supplies.

These two events, plus the shocking
demise of the financial sector, must
raise all the alarm bells in the capitals of
European member states and in Brussels.
After all, the populations of Europe, as
well as those on other continents, must be
able to count on affordable energy today
and in the future. They will, however,
get no help whatsoever from the parties
engaged in the conventional supply of
fossil-fuel based energy. These parties
are, apparently, only interested in a high
return on investment.
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