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EU's Energy Crisis Will Likely Be Short-
Lived
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Europe is highly concerned about its excessive dependence on Russian natural gas that is
transported through Ukraine. In 2013, half of Russian gas sold outside the former Soviet
Union went through Ukraine's territory. Last year, Gazprom set a new record by raising its
market share in Europe to 30 percent.

There is therefore a common feeling that the ongoing Ukraine crisis could have a negative
impact on European energy supplies. Nonetheless, the likelihood of supply cuts is low,
and even if it were to happen, it would be short-lived. Dependence on Gazprom is also
relative.

Due to diversification of supplies and gas storage, any cuts would not have a significant
impact on Europe's security of supply and economic growth.

While a significant portion of Russian gas is still transported via Ukraine, the importance
of this transit route has significantly decreased in the past decade. This trend is likely
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to continue in the years to come as alternative pipelines have come on stream. The share

of Ukraine's transit already decreased from 95 percent in 2008 to 52 percent in 2013, mostly
because of the construction of new direct routes such as Nord Stream, Yamal—-Europe

and Blue Stream, which carries Russian gas from the Beregovaya compressor station, located
in the Stavropol region, under the Black Sea into Turkey. The full utilization of already built
pipelines might further reduce the share of Russian gas transiting Ukraine to 35 percent

of Gazprom's sales in Europe. Europe also has enough reserves to survive a total interruption
of supplies via Ukraine's territory for at least a month.

Gazprom managed to improve its performance by cutting prices, not by distorting market
mechanisms. European buyers preferred Gazprom's gas to alternative suppliers for price
reasons only. Gazprom's price was 20 to 30 percent lower than liquefied natural gas import
prices. Furthermore, the construction of interconnectors in the European Union allowed
connecting "energy islands," which exclusively depended on Russian gas, to the alternative
non-Gazprom supplies.

While crises create instability, they also force all sides to rethink old ties. Brussels, Kiev
and Moscow should not miss this opportunity to find new avenues for cooperation, be it
the modernization of Ukraine's pipeline system or another alternative project.

Danila Bochkarev is senior fellow at the EastWest Institute in Brussels. A longer version of the
article was published on the EWI website.
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