R.G.N. Abdul Asrar, E.L. Loginov 59

YJK: 339.91.330.368
I'PHTH: 06.91.00

Integration of the Russian energy system
with the energy systems of the key group
of Eastern, Southern and Western Asian countries
through the formation of the Global Asian energy ring

R.G.N. Abdul Asrar
e-mail: abdulruhulla@gmail.com

E.L. Loginov, Dr. of Sci. (Econ.), Professor of RAS
e-mail: evgenloginov@gmail.com

Abstract

The modern day threats and challenges (from economic crisis up to strengthening of terrorists
groups) make it necessary to form and to develop the Asian energy system project of the 21% cen-
tury through the collective energy security of the Eastern, Southern and Western Asia, including
the Middle East and India as the Global Asian energy ring. It is Russia, which has accumulated the
experience of the USSR in the creation, operation and development of large-scale power systems
(UES of the USSR — RAO UES of Russia), that is suitable for leading this international project.
Thus, the concept of the formation of the energy ring should be based on the strategic role of Rus-
sia as a key energy partner and the main guarantor of collective energy security of the system by
supplying key Russian fuel and energy resources, and by its assistance in the construction of infra-
structure, energy management systems, etc.

The article was prepared within the framework of the state assignment for the Market Economy Insti-
tute of the Russian Academy of Sciences, the theme of research is "Scientific and technological devel-
opment of the economy of industrial markets”.

Keywords: Asian energy ring, collective energy security, energy supply, energy investments, en-
ergy infrastructure, intellectual energy supply, energy system, energy market

Introduction: the GOELRO plan! for Asia and the Middle East

The current political and economic situation makes it possible to shift the vector of Russia's po-
litical and economic activity to Eastern, Southern and Western Asia. The Asian vector of development
of exports of systemically linked Russian fuel and energy resources and energy transport services is
the most promising one when it is integrated into the system of international energy businesses [1].
Within this framework, it is possible to establish a long-term basis for multibillion-dollar economic
cooperation with the export of not only Russian fuel and energy resources, but also energy equipment,
components, and energy management systems technologies [2]. That is, those relatively few sectors of
possible exports, where Russia can still be in demand, taking into account economic and political re-
alities and the current Asia’s effective demand.

Russia's strategic objective: the creation of the Asian energy system of the 21 century

based on Russian energy supplies and technologies

Given the lag in the field of energy infrastructure of most Asian countries with the developed
countries, the proposal is tantamount to the establishment of the Asian energy system of the 21% century.

The technological, economic and organizational basis for maintaining the format of collective
energy security in Eastern, Southern and Western Asia, taking into account the large territories, com-
plex political interests of the participants, different levels of development of domestic energy infra-
structure and resources for its development, presuppose reliance on successful experience in the crea-
tion, operation and development of large-scale power systems. In fact, the only example of a success-
ful project of such a mega-system is the experience of the UES of the USSR and the transnational
electric power grid “Mir” (Russian: Peace) of the Comecon [3].

1 GOELRO plan — the acronym that stands for the large scale Soviet plan for the electrification of the RSFSR
after the October Revolution of 1917 for national economic recovery and development.
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On the basis of the Soviet and Russian experience in the creation, operation and development of
large-scale power systems, it is possible and advisable to form a Global Asian energy ring. A unified
energy regulation system and resource- and financial coordination mechanisms within the Global
Asian energy ring can provide a basis for ensuring political and economic competitiveness of a group
of key countries in Eastern, Southern and Western Asia in complex economic, political and military
conditions.

Most importantly, the natural role of Russia as the guarantor of collective energy security is the
basis for sustainable energy supply within the group of key countries of Eastern, Southern and West-
ern Asia [4].

Options for creating the Asian energy ring

Increasing energy needs, as well as risks and threats [of technical, economic, organizational,
military, terrorist, and other nature] form the task of creating a system of integrated coordination of
transportation and supply of Russian and transit fuel and energy resources within the group of key
countries of Eastern, Southern and Western Asia with the development of the relevant fuel and energy
infrastructure as a metasystem within the framework of the Asian energy ring.

The mechanism for organizing energy supplies within the Asian energy ring, if implemented,
will serve as a system’s "framework" for developing conditions and procedures for coordination with-
in the cross-border energy unification of supply and turnover of Russian and transit electricity for en-
suring the exact amount of fuel and energy resources concerted on cost, routes and commodity no-
menclature agreed upon by the key countries of Eastern, Southern and Western Asia, by territories
(industries and sectors of economy) and by economic entities (agents) [5].

We can suggest three possible options for such energy ring

The first option is the “small” Asian energy ring (AER)

Earlier in the late 1990s, the idea to unite the energy systems of Russia, South Korea, China and
Japan was proposed by RAO "UES of Russia" (the list of participants also included Mongolia and
North Korea), but was postponed due to lack of interest.

The discussion of the initiative began in 2011, when Japan faced energy shortage due to the
shutdown of nuclear reactors after the accident at the Fukushima Daiichi NPP. The super-ring will
allow countries to balance load schedules (both daily and seasonal), to exchange free electricity flows,
to cover peak loads, to carry out international redundancy in case of natural or technological disasters.

In March 2017, Russian power company PAO Rosseti, Japanese Softbank, the State Grid Cor-
poration of China and South Korea's KEPCO have signed in Beijing the Memorandum of Understand-
ing of joint promotion of an interconnection electric power grid covering the North-East Asia. The
project involves the supply of electricity from Russia to Japan in the amount of up to 2 GW at the ini-
tial stage. The power of the system could be 5 GW [6].

The formation of the Asian energy ring — the unification of energy systems of Russia, South Ko-
rea, China and Japan — according to the Ministry for the development of Russian Far East is estimated
to cost 30 billion dollars (Fig. 1).
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Fig. 1. The «small» Asian energy ring [7].
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The second option — the «broad» Asian energy ring

The proposal is to unify the “small” Asian energy ring with Unified Power System of Central
Asia (UPS CA) [8], CASA-1000 [9] (Kyrgyzstan — Tajikistan — Afghanistan — Pakistan) and Turkish
Power grids. Russian company JSC “Atomenergoproekt” began the construction of a Turkish nuclear
power plant Akkuyu in 2010, the first four units of which are expected to start operation in 2020. For
security reasons, it is suggested not to construct energy bridges through Afghanistan and Pakistan, ra-
ther to carry out the commissioning of transmission lines from different countries to maintain the sta-
bility of the energy supply to the consumer cluster, if possible, taking into account the likely terrorist
acts and other emergencies on the power grids. Due to good Russian relations with above-mentioned
participants, Russia has an opportunity to successfully implement the project of such scale (Fig. 2).
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Fig. 2. The «Broad» Asian energy ring [10].

The third option — the Global Asian energy ring

The main proposal is to expand the “broad” Asian energy ring within the group of energy clus-
ters of Eastern, Southern and Western Asia into a unified super power grid — the Global Asian energy
ring (Fig. 3).
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Fig. 3. The Global Asian energy ring [10].

Russia has experience in the formation of such energy metasystem.

UES of the USSR was the basis of the functioning of the “Mir” international electric power
grid: in 1960 — the unification of power systems of East Germany, Poland, Czechoslovakia and Hun-
gary. In 1962 — unified power systems of the USSR, Hungary and Poland. In 1963 — Romania had
joined the group, in 1965 — Bulgaria. From 1963 the Central Dispatch Office (CDO) of the “Mir”
power grid started to operate in Prague [11]. The economic impact of parallel operation of power sys-
tems [in the framework of the “Mir” international power system] was formed as a result of mutual as-
sistance in the case of emergency, reduction of the required generating capacity in each country due to
the discrepancy between the load maxima of national power systems located in different time zones,
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and reduction of the total load redundancy of the grid. In 1972, the effect of combining the load
schedules of national power systems during the annual maximum period was more than 1 GW. That
year, unscheduled supplies of electricity to interested power systems as a part of mutual assistance
amounted to about 850 million kWxh [12].

The strategy of forming a new energy architecture for the integration of the energy systems of
Russia and the group of countries of Eastern, Southern and Western Asia within the framework of the
Global Asian Energy Ring is considered by us as a policy for the formation of a transboundary energy
unification within a single energy space [more precisely, energy-economic] [13].

Within the framework of the energy ring, it is proposed to build mechanisms for both trade in
electric power and other fuel and energy resources used for energy generation, and coordination of
various technological, economic, information and other aspects between the countries that ensure syn-
chronization of the processes of energy supply to consumers in various territorial zones of national
economies of Eastern, Southern and Western Asia [14].

Clustering of a new quasi-integrated Asian power system

Taking into account the significant probability of cascade shutdowns during military or terrorist
attacks on power facilities in a number of countries involved in the work of the Global Asian energy
ring with a large situational component of the uncertainty of the consequences, the authors propose to
rely on the controlled fragmentation of the entire quasi-integrated Asian power system within a tech-
nologically and organizationally structured energy clusters, with the subsequent restoration of the sys-
tem integrity of energy supply to consumers and transit transportation of fuel and energy resources,
primarily electricity (Fig. 4).

4

Fig. 4. Clustering scheme of a new quasi-integrated Asian power system.

To “bundle” energy consumers and energy networks within clusters, it is necessary to divide a
quasi-integrated Asian energy system in such a way that each energy segment is presented as a kind of
one aggregated energy consumer, strongly or loosely dependent to other energy clusters using a model
of self-organization and decay of functional neural network structures.

As a measure of protecting the parties from malfunctions in the operation of the quasi-integrated
Asian energy system and from possible use of a system by some countries as a tool of pressure to ad-
vance their interests, it is assumed that:

e The energy ring will consist of self-sufficient small energy rings, which in the certain condi-
tions will be able to work independently in case of failure in any part of the Global energy ring.

e At the intersection of the clusters (in the nodes of power grids) power plants should be
placed (in most cases, nuclear power plants, as they are able to adjust energy output in a short period
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of time), which, in addition to maintaining the power supply under normal conditions, will be able to
support the power supply of the neighboring cluster in the case of disconnection of some power grids.

¢ Nuclear power plants should not be located at the intersection of conflict (military, etc.)
zones of possible hostilities.

o If two countries are politically or otherwise in conflict, they should be part of two different
energy clusters.

o The more successful a country is, the more it can be responsible for the energy supply of its
cluster, which will include other less developed countries.

o The Global Asian energy ring project should take into account the economic and technologi-
cal specificities of the countries involved, both in the current period and in perspective up to 2050.

e The concept of forming the energy ring should be based on the strategic role of Russia as a
key energy partner and the main guarantor of collective energy security by supplying key Russian and
transit fuel and energy resources, and by its assistance in the construction of infrastructure, energy
management systems, nuclear power plants, etc.

Strategic advantages of the project

The expansion of the distribution area of Russian fuel and energy resources, primarily electrici-
ty, to the countries of Eastern, Southern and Western Asia (including the Middle East) offers the fol-
lowing advantages for Russia:

o Electricity for export is a highly processed product (processed in Russia, not abroad), with a
higher-value-added than oil, gas or coal, that is, it will be monetized in Russia, and not in foreign sub-
sidiaries and affiliates companies, often located in offshore zones;

o The possibility of using for the export of surpluses of electricity available at hydro- and nu-
clear power generation facilities, primarily in Siberia, especially at night (up to 30%);

¢ Opportunity for increasing hydro-generating facilities that are available in abundance in the
country;

e Additional economic, political and other benefits for the country;

¢ Russian technologies, somewhat outdated, but relatively simple and reliable for the man-
agement of the processes of generation, transmission, distribution and consumption of electricity are
most suitable for Asian- and especially Middle Eastern countries that in their majority, somewhat lag-
ging behind in the development of technologies and personnel from developed and new industrial
countries;

¢ Russian equipment, components, including raw materials-intensive wires, cables, etc., can be
in demand in most Asian countries and from the standpoint of energy consumers of these countries are
not inferior to similar Chinese, Korean and other products;

¢ Russia can supplement the export of electricity with the export of a package of fuel and en-
ergy resources (oil, natural gas, coal) used to generate electricity. That is, to provide comprehensive
energy supplies with the possibility of replacing one type of resource with another;

e This project can be developed in cooperation with China with the division of the supply are-
as of equipment, components, including wires, cables, supports, cement, etc. And with the involve-
ment of Chinese investments by the countries-buyers of Russian fuel and energy resources and energy
transportation services;

e Many regional countries are fairly unresponsive to the US and the EU influence, that is, will
not abandon the project with Russia's participation after learning about the negative opinion of the US
or the EU;

o Due to the fact that population growth and energy consumption in most of these countries is
expected to steadily grow in the foreseeable, the entry of Russia into the regional markets of energy
resources, energy transportation, energy equipment will provide Russia with a stable annual supply
(conditionally standing orders), and guaranteed additional orders in the future;
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e The use of various financial and economic models (for example, similar to the model "build—
own-operate" in the construction of Akkuyu NPP in Turkey) in the formation of modern power sys-
tems by Russian companies in these countries will expand the opportunities for their introduction in
the most profitable foreign commodity and financial flows;

e The construction of nuclear power plants at the intersection of power clusters in power grid
nodes (without which it will be difficult to maintain the stability of energy supply), will expand the
package of orders of Russian atomic energy corporation Rosatom and the Russian influence in this
strategic world energy sector;

e Other member States of the EAEU may be involved in the implementation of the project,
which will create a cumulative synergetic effect with the strengthening of the economic foundations of
the Union;

e When estimating the supply of Russian fuel and energy resources and equipment between
Asia and Russia, the ruble, the national currencies of regional countries, swaps, currency pairs, etc.
can be used, which will entail the appreciation of the Russian currency;

e The package of Asian orders to Russian industrial companies in the implementation of the
project will not only strengthen the economic situation of these companies (industries) in the Russian
economy, but also allow their modernization for future long-term programs in the execution of orders.

Conclusions

The project of forming the Global Asian energy ring through the unification of Russian energy
systems and key countries of Eastern, Southern and Western Asia allows solving many Russian prob-
lems and, first of all, overcoming crisis in the group of basic sectors of the Russian economy. At the
same time, the Russian economic and political influence will return, and in some places even expand
the opportunities for role and importance of Russia in comparison with the positions of the USSR in
this sphere and in this unstable, and yet, promising part of the world.
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AHHOTAIMA

YTpo3bl U BEI30BBI COBPEMEHHOTO 3Tamna (0T YKOHOMUYECKOTO KPU3HCa 10 TEPPOPUCTHUECKUX ap-
MHUil) IenarT HEOOXOUMBIM (POPMHUPOBAHUE W PA3BUTHE MPOCKTA CO3JIaHMS a3UaTCKOIl IHEProCH-
crembl XXI Beka B (hopmare KoJUIeKTHBHOU 3HeprobGe3onacHocTr Bocrounoit, OxHoi u 3anan-
HOM Asum, BkIto4yas bmkuuit Boctok m MHauto - I'o6ansHOr0 a3maTtckoro HEpreTUYecKoro
konbla. IMenHo Poccust, ckonuenTpupoasiuas onblT CCCP no co3ianuto, SKCIUTyaTaluu U pas3-
BuTHIO cBepxOombinux 3HeprocucteM (EDC CCCP — EDC Poccun) siBIsieTCst MOAXOIAIIAM MOJIe-
paTopoM 3TOTO MEKAYHAPOTHOTO MpoekTa KoHmenus GopMIpOBaHUS IHEPTETHYECKOTO KOJIbIIA
JIOJDKHA OCHOBBIBAThCA Ha CTpaTernuyeckoi posau Poccum kak KIOUEBOTO 3HEpPronapTHEpa U oc-
HOBHOTO TapaHTa KOJUICKTHBHON YHEPTeTHUECKON OE30IIaCHOCTH ITyTEeM ITOCTABKH ITaKeTa KITFode-
BBIX POCCUICKMX W TPaH3UTHBIX TOIUIMBHO-YHEPIETHUECKUX PECYPCOB, IOMOIIM B CTPOUTEILCTBE
MH(PACTPYKTYpHI, CUCTEM YIIPABJICHUSI SHEPTOCHAOKEHHUEM U TIP.

Cmamws noocomosnena 8 pamkax cocyoapcmeaennoeo 3adanus UIIP PAH, mema HUP «Hayuno-
MEXHONI02UHECKOe PA36UMUE IKOHOMUKU OMPACTIEBbIX PLIHKOBY.

KuaroueBble ciioBa: Azuamcxoe snepeokonvyo, KOAEKMUSHAS YHEP20OE30NACHOCHTb, NOCMABKIL,
UHGECMUYUY, IHEP2eMUYecKas UHGPACMPYKMYpa, UHMEIIEKMYAIbHAS DHEPSemuKd, IHep2ocu-
cmema, IHepeoPLIHOK

00 aBTOpax
A60yn Acpap Pyxyana ['viam Habu - 6akanaBp ®@UHAHCOBOrO YHHUBEpCUTETa npH [IpaBu-
tenbeTBe Poccuiickoi denepanun, Mockaa.

Jlocunos Eezenuii Jleonuoosuu - 3aMecTuteNs AupekTopa MHCTUTYTa SKOHOMHYECKHX
ctpareruii PAH, 3amectutens aupekTopa mo HaydHOU pabote MHCTHTYyTA TpoOIIeM phIH-
ka PAH, mpodeccop JlenapramMmeHTa MUpPOBOH 3KOHOMHUKH ¥ MUPOBBIX puHaHCcOB DuHaH-
coBoro yHuBepcuteTa npu [lpaBurtensctBe Poccuiickoin denepanuu, JOKTOP 3KOHOMU-
4yeCcKuX Hayk, nmpodeccop PAH, sxcniept PAH, Mockaa.
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