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Förord 
Europa blir allt mer beroende av import av naturgas. Situationen innebär ökad sårbarhet, som 
vi sett exempel på de senaste veckorna i konflikten mellan Ryssland och Ukraina. Seminariet 
satte möjligheterna för en säker försörjning av gas till Europa i fokus, med resursmässiga, 
politiska och ekonomiska utgångspunkter. Målet var att försöka se problemen från flera håll: 
Producenternas och marknadernas beroende är ömsesidigt och förtroende och samarbete 
är essentiella beståndsdelar för att åstadkomma nödvändiga investeringar. 
 
Seminariet ville belysa och söka svar på bl.a. följande frågor: 
 

• Vilka är de realistiska försörjningsmöjligheterna för Europa? 
• Vilka konklusioner ska Europa dra av kriserna mellan Ryssland och grannländerna 

och kommer Europa att kunna tala med en röst?  
• Kan ökad LNG-import ge större säkerhet? 
• Vilka är Rysslands mål för energisamarbetet med Europa och vilken inverkan har 

säkerhetspolitiken? 
• Kan finanskrisen och uppskjutna investeringar bädda för en ny försörjningskris? 
• Varför spelar naturgasen en så liten roll i Sverige?  
 

 

 

 

Talare var: 

    
Richard HallRichard HallRichard HallRichard Hall    

Manager EU Affairs, International Association of Oil and Gas Producers 
    

Rien HerberRien HerberRien HerberRien Herber    
Vice President Exploration for Shell in Europe 

General Manager, NAM (joint Shell/ExxonMobil EP venture in the Netherlands) 
 

Urban KärrmarckUrban KärrmarckUrban KärrmarckUrban Kärrmarck    
Expert, internationella energimarknader, Energimyndigheten 

 

Nodari SimoniyaNodari SimoniyaNodari SimoniyaNodari Simoniya    
Director, Centre for Energy Studies, Institute of World Economy and International Relations, 

Moskva 
 
 
 
 
The following abstract is a summary of the presentations held at the seminar 
by the secretariat of NOG. 
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Urban Kärrmarck is an expert on International Energy markets at the Swedish Energy 
Agency. He has recently written the report “Naturgasen i ekonomins och politikens 
tjänst”(which means “Natural Gas in the Service of the Economy and Politics”) that 
describes the political and economical driving forces for the development of the natural gas 
market in Europe.  
  
Urban had been asked to elaborate on three different topics for the day; 

• How natural gas was introduced in Europe and why it became a major energy 
resource in a relatively short time. 

• The reasons for the relatively low penetration of gas in Sweden  
• Security of supply for natural gas 

  
The Gasification of Europe 
The gasification of Europe is a history not only about the transformation of the European 
energy systems, but also a transformation of vital policy fundamentals in European politics, 
including the economic policy. The gasification became one tool among other tools in tearing 
down national borders and forming a more integrated common economy with common 
policies; a journey from isolation to integration. Eventually it also became a catalyst for many 
countries to leave protectionism and embrace the idea of globalisation. One of the factors that 
influenced the ending of the cold war was that the Soviet Union became an important gas 
exporter to the rest of the world.  
  
In the 1960s, Europe was an island in an ocean of natural gas. Security of supply was not an 
important issue since the gas resources often were located quite close to the consumers. The 
possibility of replacing oil with a cheaper alternative played a larger role in the expansion of 
the infrastructure and natural gas became a success story right from the beginning. Before the 
end of the 1960s, the market share was over 5 %, rising to 15 % in the next five years and 
there were several reasons for the competitiveness of gas; 
  
Bilateral trade and the fact that many countries had policies to use domestic energy resources 
created high non-transparent prices that gas producers easily could undercut and still make a 
reasonable profit. The domestic resources were commonly more expensive than imported 
energy resources, but utilising them created jobs. Subsequently, the pricing and the low price 
risk in the domestic value chain led to a political preference for gas and, in turn, this led to a 
severe blow for the coal industry; as we know today, coal became the victim of the gas 
expansion in Europe.  
  
The introduction of a new economic paradigm in the world; Friedman replacing Keynes, 
opened the isolated European markets to the world. In the 1990s, markets were deregulated, 
and state aid was banned in many countries. Gas was mainly introduced because of its 
competitiveness, but it also became a driving force and a tool for the transformation of 
European politics and economy. 
  
Swedish Gas network 
There are three possible explanations to the lack of gas in Sweden: 

• lack of knowledge and/or ignorance  
• political resistance 
• gas was uncompetitive  

Urban Kärrmarck, Energimyndigheten  
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The possibility that there would have been a lack of knowledge in the area of natural gas can 
be ruled out. Sweden started as early as the 1960s with the first gas investigation, followed by 
at least 25 other recorded larger projects.  
  
The political resistance was mainly due to the ambitious programme for nuclear energy in 
Sweden, with one project commissioned as early as in the 1950s. The political split in the 
nuclear discussions spilled over on the gas issue, often seen as an inferior alternative to 
nuclear energy, and a curiosity is that this was a view shared by both by the pro and con side 
of the nuclear debate in the 1970s. Although, the main reason probably was that gas was 
unable to compete on the Swedish market, with electricity prices based on hydro power. No 
supplier was willing to offer a border price cheap enough to give the investors a reasonable 
margin on the investment.  
  

Security of supply 
There are three risks associated with supply of energy: 

• Political risks 
• Commercial risks 
• Technical risks 

  
The commercial risks mainly constitutes of the price and volume risks. The reason why the 
deregulation of the gas market has taken so long is probably the large commercial risks 
related to large infrastructure investments.  
  
The technical risks are mainly associated with necessary redundancy in the system. It is easy 
to solve by, e.g., building several interlined transmission lines, gas storages, or by keeping 
spare capacity in grids, but most technical solutions are very expensive.  
  
The political risks are reduced by: 

• Having several suppliers 
• Having surplus capacity in transmission lines 
• Gas storages 
• Fuel switching capabilities 
• LNG supply 

  
At some point the costs outweigh the benefits and the gas market does not have the possibility 
to easily break the status quo. It is a long term relationship between supplier and consumer 
and they have to rely on each other. As long as both parties are equally dependent on the gas 
flow, no party has any incentive to change the relationship.   
  
LNG could certainly alleviate the problems with security of supply. But, only if several large 
suppliers are willing to invest in oversized liquification capacities, transportation capacities 
and regasification capacities. This does not make sense commercially since the investments 
rises the costs substantially and, at the same time, presses the price on the European market.  
  

The relationship between Russia and Europe 
Russia and EU are mutually interdependent since Russia provides almost 30 % of all gas 
consumed and 20 % of all oil consumed in the European Union. If the imports would stop, the 
EU as a whole would be facing a catastrophe. On the other hand, 80 % of all Russia’s export 
revenue from the energy trade comes from the EU. Urban Kärrmarck concluded by pointing 
out that his guess is that Russia under these circumstances not will use the gas trade with the 
EU for political blackmailing.  
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 Professor Nodari Simoniya has been working in the energy field for many years, advising 
and representing Russia in energy and foreign relations. His current positions are as follows:  

• Director, Center for Energy Studies, IMEMO RAS  
• President, Russian National Partnership “Human Dimensions of Global Change”  
• Head of International Section, Russian Academy of Sciences  
• Head of Department "Political Problems of World Energy", State University: Higher 

School of Economics. 
 
The following text is based on a summary of the presentation written by professor Simoniya 
with some additional comments by the NOG secretariat.  
 
Professor Simoniya started the presentation by commenting upon the conflict between Russia 
and Ukraine. Many of the Eastern European countries have been shaped by the history of the 
Soviet Union and cannot forget this. There are strong nationalistic feelings in many countries 
and Ukraine is an example of this. President Jusjtjenko has because of this caused a lot of 
harm to many European countries. Professor Simoniya then continued by answering the 
question: what can Russia offer, in view of the resource base and growing national 
consumption? 
 
First of all, what Russia is doing in the framework of energy (gas) cooperation with the EU. 
The following two tables clearly indicate the importance of Russia: 
 
EU – 27 natural gas supply, 2006 

 Imports 
(bln.m3) 
 

% share of 
all supply 

% share of 
total imports 

Russia* 145 26 42 
Norway* 88 16 26 
Algeria** 58 10 17 
Other** 51 9 15 
Indigenous output  218 39 - 
Total 560 100 100 

          * by pipelines 
          ** by pipelines and LNG 
 
This table was composed by the Petroleum Economist from the data of the well-known 
research and consulting US Center Cambridge Energy Research Association (CERA). There 
is another, more detailed and little bit different table prepared by Cedigaz and also published 
by the Petroleum Economist. 
 
EU – 25 natural gas supply, 2006 (in bln.m3) 
Country By pipe LNG Total 
Russia 151,46 - 151,46 
Norway 84,0 - 84,0 
Algeria 35,62 18,95 54,57 
Libya 7,69 0,72 8,41 
Nigeria - 13,46 13,46 

Nodari Simoniya, IMEMO  
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Egypt - 8,45 8,45 
Qatar  - 5,36 5,36 
Oman - 1,0 1,0 
Trinidad & Tobago - 3,16 3,16 
 
Those two tables demonstrate that Russia is the main source of natural gas supply to EU, and 
judging by everything, Russia’s leading role in the nearest and medium-term perspective will 
remain intact. However, the tables also reveal that the supply of natural gas to Europe is not a 
monopoly and, e.g. Norway have plans to double their supplies to Europe within the next 
decades. A number of factors confirm the given assumption. Firstly, as is known, Russia has 
the world’s largest proved reserves of natural gas – 26,3%. Secondly, according to existing 
forecast indigenous output in Europe will continue to decrease, and by year 2020 will be 
around 2% of all supply. Thirdly, the euphoria which only few years ago reigned in mass 
media expert publications that natural gas, just like oil, might turn into a global commodity, 
proved to be wrong. Of course, the gas market globalisation process is still on, but its 
formation is far from completion, and will take considerable amount of time due to both 
technological and financial reasons. As a result, LNG still remains mainly a region-oriented 
commodity. Around 135.2 bcm out of the overall volume of 211 bcm LNG exports in 2006 
were consumed in the Asia Pacific region and a normal year about 8-10% of the LNG is sold 
on the spot market, while the rest is sold on long contracts.   
 
Recently, Gazprom published the investment program for 2009 and it is more than 120 bln. 
rub., which is a larger programme than the previous  year. This also includes internal 
gasification projects. By the way, irrespective of the all obstacles and difficulties created by 
“Gazprom” for independent producers in Russia, they are persistently increasing their output 
level. According to previous production estimates made by Gazprom independents 
(NOVATEK, Lukoil, TNK-BP, UKOS), will increase their production from 100 bcm in 2008 
to 138-148 bcm in 2010.  
 
Professor Simoniya continued by answering the second question: what are Russia’s objectives 
for energy cooperation with Europe? 
 
Just some of these objectives: 
a) Diversification of supply routes (Nordstream and Southstream projects) enhance security of 
supply by decreasing possibility for some transit countries to violate their obligations; 
b) Another major priority for “Gazprom” in Europe is to increase the working gas storage 
capacity. This includes realisation of joint gas storage projects; 
c) To acquire gas transport and distribution assets in some European countries where Russia 
deliver its gas under long-term contracts. It is done and will be done on reciprocity base (i.e. 
in exchange of access for European corporations to Russian gas and oil fields, like it is 
already realized between Gazprom, BASF, and E. ON or between Gazprom, StatoilHydro, 
and Total. 
Of course, Gazprom is not Santa Claus. As a commercial corporation it pursues its own 
selfish commercial interests, which not always coincide with Russia’s national interest (It 
behaves like all other major companies in the world). But objectively, by his multibillion 
dollar investments in European export infrastructure, Gazprom makes real contribution to 
formation of a single European gas market and intensifies interdependence (not one-sided 
dependence) between Russia and EU on mutually beneficial bases. Professor Simoniya 
wonders why there are so much noise about the interdependence between Russia and EU. 
Must it be that one part, i.e. EU, is in the total control? He pointed out that energy supply is a 
two sided coin, security of supply and security of demand.  
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Finally, Professor Simoniya elaborated on energy-related relations between Russia an EU 
(focusing on gas), and policies for security considerations. 
 
Observing energy cooperation between Russia and EU, it is difficult to get rid of the feeling 
of unnatural discrepancy of political-diplomatic and economic-energy aspects of these 
relations. That discrepancy was far from accidental and during last several years even 
aggravated: the policy and diplomacy have practically descended to the “cold peace” level, 
while economic and energy cooperation increased to an even higher and, I would say, 
qualitatively new level. 
 
Maybe I am wrong in my assessment, Professor Simoniya presumed, but it seems to me that 
the European Energy Commission is too dominated by people suffering from deficit of 
strategic vision. Adding to this is also their “anti Russian armoury” including the American 
slogan of “energy threat” from Russia. USA is not interested in the energy security for 
Europe, they just want to unite EU against Russia in order to weaken Russia. This idea came 
to my mind when I carefully read a new package of proposals on “Energy Policy for Europe”. 
However, later I was happy to know that practically the same assessment of anti-Russian 
spirit in this document was shared by prominent western energy experts, see e.g. Jonathan 
Stern – head of gas research in the Oxford Institute for Energy Studies or group of experts 
from CERA – in: Petroleum Economist, November 2007, pp. 14, 16. I am not going to repeat 
here all their arguments, but one seems to me new and very convincing: they state that such a 
policy of the European Commission “might be dangerous, partly because it alienates Russia 
and partly because the countries from which new gas supply is being targeted – 
Turkmenistan, Kazakhstan, Azerbaijan, Iran and Iraq – are not necessarily more reliable than 
Russia and in the case of the Middle Eastern countries, less so”. To this list I just want to add 
one more country, which is considered as a key of Nabucco project – Turkey: less than half a 
month ago the Prime-Minister of Turkey in a speak in Brussels stated that his country may 
reconsider it’s position on Nabucco in case EU will not resume energy talks as a part of 
general negotiations on Turkey’s admission to EU. 
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Richard has thirty five years experience in the oil and gas industry, most of this time 
employed in European exploration and production operations working for BP, British Gas 
and Shell. He is a qualified engineer with experience gained in a number of operational, 
engineering and commercial managerial roles. Richard has worked offshore as an Offshore 
Installation Manager and onshore in project and asset management.  In recent years he has 
applied his engineering and operations experience to commercial and regulatory affairs 
activities, leading negotiations and providing advocacy within the industry and with national 
governments. 
 
In OGP Europe, Richard works with the European Institutions on behalf of the oil and gas 
producing industry and he is based in Brussels. 
 
Richard represents OGP, the International Association of Gas Producers. The members 
account for more than half of the worlds oil output and about one third of global gas 
production.  
 
The global energy challenge 
It is projected by the IEA (International Energy Agency) that global energy demand will 
continue to grow during at least the next 30 years. More people need access to more energy 
per person, at the same time we need to lower our CO2-emissions to meet the challenge of 
climate change. However, the IEA predicts that the European demand for energy will increase 
at  a  lower rate compared to the rest of the world; about 1 percent annually until 2030. We 
may even see a decline in European gas demand during the years to come; mainly because of 
two reasons: 

• Increased efficiency measures  
• Global recession  

 
As indigenous resources decline, the demand for imported gas to Europe will increase. 
European production will decline to about 20 percent of needs in 2030. Bringing to the picture 
is also estimates of global reserves-to-production ratios of about 60 years for natural gas and 
that the reserves in Russia and Qatar accounts for approximately 56 percent of the proven 
global reserves. There are several alternatives to fill the gap between indigenous European 
resources and the increasing need for gas; the OGP position is that we probably will need all 
alternatives to meet demand in the future, both LNG import and new pipeline infrastructure.  
 
World Gas Production Forecast 
The European gas production peaked in 2004 and is predicted to decline. Gas production in 
Russia, Turkmenistan and Kazakhstan, that may be future large exporters to Europe, have a 
projected increase in production to 2030. Worldwide gas production is predicted to increase to 
600 bcm per year until 2020. Bringing the gas to Europe means huge investments in pipelines; 
several projects in ongoing such as Nabucco, South Stream and Nord Stream. OGP says that 
the EU should be not to choose a winner of the new supply routes. LNG will play an 
increasing role in the future, predicted to meet 16 percent of global gas demand in 2015. 
Nevertheless, the key issue is to drive the investments through.  
 
 
 
To be able to invest in new projects for the future, several areas need to be alerted:  

Richard Hall, OGP  
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• Environmental issues  
• Security of supply  
• Market liberalisation  
• Foreign relations  
• Investment  
• Competition  
• Technology development  

 
Large infrastructure projects demand a continuous dialogue with the public. We have gone 
from NIMBY (Not In My BackYard) to BANANA (Build Absolutely Nothing Anywhere 
Near Anything) and need to work with the public to speed up permitting processes. To secure 
supply of energy in the future, both the resources of energy and the supply routes need to be 
more diverse. Richard believes that the continued opening of the market and the appliance of 
market mechanisms will play a large role to secure that the measures taken are proportionate. 
You have to remember that the EU gas market is different from the EU electricity market 
since the majority of the supply comes from external sources. Market liberalisation measures, 
such as third party access, will not have the same effects as it had when applied to the 
electricity market.  
 
Richard Hall continued by noting that the interdependence between producers and consumers 
most probably will continue to increase. In order for Europe to continue being an attractive 
market for export, we will have to deepen our relations with producer countries and give clear 
signals about future gas demand. The key issue is not to add extra risk to an already high risk 
investment, for example by saying that on one hand Europe needs gas, but on the other hand, 
Europe does everything to get out of fossil consumption. The historic attractiveness of the EU 
gas market is not cast in stone and the increasing technical challenge of extracting gas from 
non conventional resources needs to be met by investments. In summary, the future is 
throwing several juggling balls at us that need to be handled at the same time. Richard 
Hall concluded his presentation by asking the audience about their opinion on what should be 
done on legislation/regulation, the fiscal regime, technology development, recruitment, and 
other possible issues for the future.  
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Rien Herber (1954) graduated as a geophysicist in Utrecht University in 1979 and started his 
Shell career in that same year in the research lab in Rijswijk in the seismostratigraphy group. 
Following assignments as production seismologist in Brunei and exploration team leader in 
Thailand for Shell's onshore concession, Rien Herber assumed a position in the NAM in the 
Netherlands as exploration team leader for the offshore in the early 90's when the big 3D 
seismic campaigns took place. He then moved northward to Norway as exploration manager 
for Norske Shell, during which period the deep water Atlantic Margin was opened. In 1998 he 
moved back to NAM as exploration manager. Still based in Assen, he was appointed in 2003 
as Vice President Exploration for Shell in Europe. In this capacity he is responsible for the 
Shell operated exploration activities in the UK, Netherlands, Norway, Ukraine, Sweden and 
Ireland, non-operated Shell interests in Germany, Denmark and Italy as well as new 
exploration opportunities outside these countries. In addition to these responsibilities he is 
deputy to the General Manager in NAM (a joint Shell/ExxonMobil EP venture in the 
Netherlands). 
  

The three hard truths 
Rien used a diagram depicting global exploration history as a starting point for his 
presentation, illustrating that worldwide discovered volumes and average field size have been 
in steady decline since the late 1960s. At the same time, demand for energy is projected to 
increase considerably over the next decades. The role of fossil fuels will remain important and 
access to new resources is therefore key. In summary, Shell identifies three hard truths; 

• Surging energy demand  
• Supply will struggle to keep pace  
• Environmental stresses are increasing 

  
In addition, Rien Herber clarified the major issue of the last of the three hard truths:  
"We will have to find solutions to reduce CO2 emissions since fossil fuels will be a part of 
energy consumption at least till 2050 - or much longer.".  
  
Shell has published two scenarios, called Scramble and Blueprint, to foresee the consequences 
different actions will have on future energy demand and emissions. Some characteristics of 
the different scenarios are: 
  
Scramble 
Late reactions (to mitigate climate change): 

• Volatile energy prices  
• Knee-jerk reactions to  climate events  
• Flight to coal, biofuels, mandated renewables forced in  
• Patchwork of national standards 

  
Blueprint 
Early actions (to mitigate climate change): 

• Effective carbon pricing established early  
• Aggressive efficiency standards  
• Growth shifts to electrification  
• Carbon capture and storage (CCS) emerges after 2020 

  

Rien Herber, Shell Exploration and Production  
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In order to meet the challenges of climate change, Rien Herber expressed that he believed in 
coordinated global actions in the fields of energy efficiency and CCS.  
  
Other major observations that will affect the future European gas market are that the gas 
consumption in Europe will experience a shift both regionally and relating to volumes. The 
largest increase in consumption is concentrated to Spain and Italy. The European gas reserves 
have decreased and will continue to do so and in due course of this development:  
Europe is facing s supply gap. What will fill that gap? 
  
Europe will be increasingly dependent on distant supplies, both by pipelines and LNG. Shell 
is active in upstream activities in a large parts of Europe, and is taking a competitive position 
for the future. Technology is the key to continue to explore for European indigenous supply, 
mainly by developing techniques for small fields and minimising environmental damage. For 
example, Ormen Lange in deep water Norway is an innovative cross border gas project with 
all technology stationed at 1000 m water depth. Shell also takes initiatives to develop other 
conventional resources in deep water Atlantic as well as unconventional gas onshore Europe..  
  
 
Unconventional gas exploration in Skåne 
 
One of Shells exploration projects is of special interest for Sweden. Shell has a three year 
exploration licence in Skåne where they hope to find  unconventional gas resources to be 
extracted from the Alum Shale. In case of success, there can be synergy between evacuation 
systems for natural gas with the biogas that is already being produced in the area. Rien Herber 
expresses that the vision for Sweden is, if the investigations have a positive result, to develop 
the gas resources with minimal environmental impact. One way to achieve this could be by 
developing an ”invisible” production site. Sweden has a great tradition in engineering and the 
challenge is to develop such sites. If this succeeds, it could be an attractive spin-off for 
Swedish engineering companies in other parts of the world.  
 


