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Countries hit hard by Russian gas
crisis remain vulnerable

By Daniel Fineren Reuters Published: January 20, 2009

LONDON: Western Europe may be able to insulate itself better against = E-Mail Article
another cut in the supply of natural gas next winter, but those countries a
hardest hit by the Russian gas crisis this month will remain vulnerable.
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The prime ministers of Ukraine and Russia agreed Sunday to a deal to W 3-Column Format
restore supplies to Europe this week. A previous price agreement, 22 Translate
reached by the heads of state in October, fell apart within days, and there ¥ Share Article

was no guarantee that the dispute would not flare up again next winter.
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There is little Europe can do about it before then. "1 Textsize

Europe gets about a quarter of its natural gas from Russia and has not
significantly reduced its reliance on the flow of fuel across Ukraine since a dispute between
Moscow and Kiev briefly cut supplies in January 2006. Ehe Hew York Eimes
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A few liquefied natural gas import terminals and new storage facilities, which could help top up
winter supplies, are due to open this year, increasing energy security in time for next winter in the
countries that built them.
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But repeated delays and sluggish investment in alternative energy sources mean that large parts of
Europe will still be in trouble if Russia or Ukraine turns off the taps again. Latest News Business Sports 2]
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There has been a similar lack of investment in LNG import terminals in less wealthy countries with
few alternatives to Russian gas, while landlocked countries in central Europe rely on gas from
their neighbors.

The only firm project in the Balkans, one of the regions most affected by the two-week supply cuts,
is the Adria LNG project in Croatia, which is not expected to open until at least 2012.

There have been some signs of cooperation during the past week, with some countries holding
plentiful stocks increasing shipments to countries without enough fuel. But analysts say Europe
generally remains a collection of disparate states more concerned with self preservation and
dominated by national companies set on defending their market shares.

"The fact that there are these lines on the map called national frontiers should not be a problem, but
unfortunately it is,” said lan Cronshaw, head of energy diversity at the International Energy Agency.
"That's the issue that Europe has to come to terms with, acting as a single market."

Hundreds of wind turbines to be installed this year could slightly reduce Europe's thirst for liquefied
natural gas, but no other type of power station can be built quickly enough to provide an alternative
to gas-fired power generation for next winter.

Alternative pipeline routes proposed since the 2006 supply shock will not be ready, even if the latest
crisis prompts the urgent action and cooperation.

One crucial new supply route that should be ready by summer and could increase European natural
gas supplies is the Medgaz pipeline linking the huge Algerian reserves to Spain.

But, industry analysts say, that natural gas supply line, along with large quantities of LNG brought
into Spain's many import terminals, will remain trapped as long as France drags its heels on
installing equipment to transport it through an existing pipeline from Spain to the rest of Europe.

The pipeline opened 15 years ago but can still only flow gas into the Iberian peninsula. Spain could
be awash with natural gas next winter as a result, while the rest of Europe frets over Russian gas
supplies again.

"Europe can get the gas to the beach, if you like," Cronshaw said, "but it just doesn't seem to be
able to get it away from the country that it lands in."
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