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The Outlook for Natural Gas in Germany 

1. Introduction 

It may be boring for you and difficult for me to belong to the permanent ensemble 

on the European gas stage. Either I do not say anything new - that may be a 

sign of constancy, but is ultimately boring for you. Or I frequently change my 

opinion, in which case you will question its soundness. And possibly, certain 

developments may be correctly predicted, but for the wrong reasons. 

Today I shall muster the courage to state specific figures without too much 

leeway, even though - as I will explain later on - the uncertainties are very large 

at present. From this insight, conclusions have to be drawn - maybe not so much 

in lofty speeches but at the latest when deciding on capital spending. 
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2. Energy Consumption Trends 

Conditions in eastern Germany still differ too much from those in western Ger

many to view the two parts of the country together. I will in particular describe 

developments in western Germany and make a few summary remarks on Ger

many as a whole. 

2.1 Western Germany 

Let me first of all describe for western Germany the developments over the last 

few years and the outlook, as I see it. I shall cover (he 

residential and commercial sector, 

industrial sector, 

power generation sector. 

2.1.1 Residential and Commercial Sector 

Fig. 1 shows final energy consumption in the residential and commercial sector. 

We can see that overall consumption fluctuates mainly in line with the average 

annual temperature, but without displaying any long-term upward or downward 

trend. It is now no higher than in the late 1970s. 

In recent years, gas has gained considerable shares in the residential sector, 

not only on account of an above-average inaease in gas heating systems for 

new dwellings but also due to the conversion of existing heating systems. In 

1992 alone, gas heating was installed in 460,000 homes, including 250,000 new 

dwellings. Gas heating accounted for 68 % of heating systems in new dwellings. 
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Oil continues to be the main rival, though in this context it now has a share of 

only 23 %. At the end of 1992, nearly 9.8 million dwellings had gas heating, in 

other words a good 35 % out of a total of 27.5 million. 

Conditions and trends are not uniform throughout Germany. In conurbations, gas 

heating attains a share of up to 90 % in new dwellings. In northern and western 

Germany, market penetration is greater than in southern Germany. This is firstly 

because the natural gas era in Germany started with the discovery of natural gas 

in northern Germany and imports from the Netherlands in the north. Secondly, it 

is due to southern Germany being less densely populated, which means that gas 

grids cannot be as close-knit as in northern Germany. But even within southern 

Germany the situation varies. 

Let me put the Norwegian producers here at ease. This market success was not 

achieved by means of artificially low gas prices. Rather, it is the outcome of nu

merous factors, which I would subsume under the title of full-service marketing. 

By this I mean reliable deliveries, customer advice on optimised gas use, devel

opment of appropriate applications, advertising, etc. Needless to say, competi

tive prices are a precondition for this success. Another element is the environ

mental compatibility of natural gas. This is primarily an image factor in the 

residential and commercial sector, scarcely affecting the netback for gas 

compared with oil as the main competitor, as the relevant fuel use regulation 

does not specify any pollutant limits. As it is easy to control, gas is versatile and 

suitable for a wide range of appliances. 

In the commercial field, which makes up roughly 37 % of the overall residential 

and commercial sector, gas has likewise improved its position. There its market 

share has risen from 14 % in 1980 to 23 % at present. In this field, the benefits 

of gas just mentioned are equally valid: heating and drying with clean gas, radi-
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ant burners, combined heating and C0 2 fertilisation of greenhouses are particu

larly attractive applications. 

We expect gas to continue the positive trend of recent years in the residential 

and commercial sector. The number of homes with gas heating may increase to 

12 million by the year 2000 and perhaps to 13 million in 2005. Of course, this 

expectation involves some uncertainties because areas and regions that are 

easy to develop are already supplied with gas, in many cases already reaching 

saturation. It thus remains to be seen whether the pace of market penetration 

can be maintained. The construction of new dwellings will naturally play a role, 

this in turn being determined by the overall economic situation and demographic 

trends. 

On the other hand, specific gas consumption per square metre of floor area will 

undoubtedly be characterised by a downward trend as a result of better thermal 

insulation and gas appliances of greater efficiency. If all these factors and the 

associated uncertainties are taken into account, we anticipate gas sales in the 

residential and commercial sector rising from 22.5 MTOE in 1992 to 28 MTOE by 

the year 2005. It must be bome in mind, however, that the average temperature 

in 1992 was too high and that, taking the long-term temperature profile, gas 

sales would have been 1.5 MTOE higher. Real growth is thus probably in the 

order of 4 MTOE. 

2.1.2 Industrial Sector 

Final energy consumption in industry is now lower than twenty years ago, having 

stagnated in the last few years. Particularly noteworthy is the further decline in 

specific energy consumption over the past few years (Fig. 2) despite the drop in 

energy prices. Capacity expansion or replacement is the true driving force be-
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hind energy conservation, more so than changes in energy prices. In other 

words, when industry expands its capacity, energy conservation potential is ex

ploited more or less regardless of the prevailing energy prices. 

Fig. 3 shows that gas has managed to offset the general decline in energy con

sumption by further market penetration, mainly replacing oil. But the potential for 

substitution has now been largely tapped. For technological reasons, gas is 

largeiy unable to prevail against electricity 

The question of how much energy-intensive production is shifted abroad will 

continue to play an important role. We note with concern that in gas-producing 

countries lower prices are being offered to gas consumers than are possible in 

Germany owing to the level of import prices and the degree of penetration at

tained. Cross-border optimisation of production is already occurring, especially 

within groups of companies operating in several countries, which may not only 

direct energy-intensive investment, but even be able to decide on the degree of 

capacity utilisation at individual plants. In future price negotiations with the 

relevant producing countries we will therefore have to pay special attention to 

this matter. After all, competitive gas pricing is also needed for this type of cross-

border competition. 

All in all, we assume that final energy consumption in the industrial sector will 

scarcely rise in future and will probably even carry on decreasing. Gas could, 

however, penetrate the market a bit further, especially in fields where en

vironmental regulations particularly make themselves felt. But in absolute terms 

gas sales are likely to stagnate at the present level. 
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2.1.3 Power Generation Sector 

Fig. 4 shows the use of various energy sources for power generation in western 

Germany. In 1979, gas had a share of 17 %, which then dropped up to the mid-

1980s. After a temporary recovery in the second half of the 1980s, its share fell 

again in 1992 due to the economic slowdown to 6 MTOE, that is a share of only 

6 % in power generation. This situation exists even though we have substantial 

power station capacity in western Germany that could use gas, namely a total of 

16,500 MW, of which roughly one third is single fired. Yet its utilisation time at 

present is only 2,100 hours: Compared with the United Kingdom, western 

Germany already possesses the capacity that has yet to be built there for what is 

considered a gas boom in power generation. 

Why is the capacity utilisation of German gas-fired power stations not higher? 

For a utilisation time of 4,000 hours, in other words at middle load, gas sales 

would increase to 12 MTOE, that is roughly double. The main reason is that the 

west German electricity industry possesses sufficient base and middle load 

capacity meeting the latest environmental protection requirements. It has nuclear 

energy and lignite for the base load and hard coal mainly for the middle load. 

The variable costs, i.e. mainly the fuel costs, are far lower than the attainable 

gas prices free power station. This situation is not altered by the fact that roughly 

40 million tonnes of indigenous hard coal have to be used at much higher cost, 

which is earned through the "Kohlepfenning" paid by the electricity consumer. A 

decrease in the take obligation for indigenous hard coal to 35 MTCE, as 

envisaged under the follow-up arrangement as from 1996, does not create 

additional sales potential for gas because power stations already have capacity 

for hard coal and could resort to imported coal. 
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Fig. 5 shows electricity consumption by sectors. The industrial sector has 

roughly the same weight as the other sectors taken together. According to the 

last official energy forecast carried out in 1991 by Prognos AG for the Ministry of 

Economic Affairs, consumption is expected to rise by only 1 % a year, primarily 

in the commercial and industrial sectors. The reason for this greatly subdued 

growth is the increasing market penetration achieved by more efficient appli

ances and equipment. 

Power generators likewise anticipate growth of only 1 % per annum. This means 

that the existing power station capacity is sufficient up to about the year 2000. 

As regards demand after that date, the west German power industry seems to 

prefer making use of imported coal, unless nuclear energy meets with broad-

based political support that allows the risks connected with the construction and 

operation of nuclear power plarris to be kept at an acceptable level. 

Many arguments are cited by power generators for preferring imported coal. First 

and foremost, they believe that prices for coal imports will remain stable on a 

long-term basis. Even if gas prices are linked to those of imported coal in the 

long run, they fear that later the netback for gas on the heating market may rise 

over that for gas used in power stations and would put pressure on the 

contractual price arrangements. Such a concern is not purely theoretical. For 

one thing, given a real increase in oil prices as from the end of this century, 

netback prices for gas on the heating market may well exceed those for gas 

used in power stations. For the other, power generators already gained painful 

experience when, in the wake of the OPEC oil price explosion in 1979/1980, 

foreign producers exerted pressure to have contractual prices adapted in line 

with changes on the heating market. 
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When analysing the German situation in relation to other countries, it must be 

borne in mind that in Germany there is a tax on gas now accounting for over 

20 % of the import price. 

It cannot be ignored that power generators, with all other factors being equal, 

prefer to invest themselves than to pay a premium for gas. The time after the 

depreciation period plays a role. Since a coal-fired power station requires higher 

capital expenditure than a gas-fired power plant, the cost of the former during 

the remainder of its technical life is reduced far more after the depreciation 

period than for a gas-fired power station. Then only the operating costs, 

including fuel expenditure, play a part when comparing profitability, in which 

case a coal-fired power station is in a much more favourable position than a gas-

fired power plant. 

Moreover, it must not be forgotten that some major power generators have a 

stake in coal production abroad. Finally, it is often overlooked that the structure 

of the German power generation industry allows long-term optimisation instead 

of preoccupation with short-term results. 

The uncertainties concerning the development of electricity demand are hardly 

smaller than in other market sectors. Against this backdrop, power generators 

are naturally keen to decide on necessary capital expenditure as late as 

possible, which is easier in the case of gas. On the other hand, once a particular 

type of power station has been chosen and commissioned, adaptation in line 

with market changes is harder with gas-fired power stations than with coal-fired 

plants because of the gas supply contracts with generally limited flexibility, 

whereas deliveries of imported coal can be adjusted to changed market 

conditions far more easily. 
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In a market economy, decisions are determined by free enterprise, but goals of 

economic and energy policy must not be ignored. Anyone who seeks secure, di

versified energy supplies must, in my opinion, accord a role to coal and nuclear 

energy. But coal and especially nuclear energy can be used economically only in 

large plants because there alone the stringent safety and environmental re

quirements can be met at reasonable cost. There is little point in gas replacing 

coal and nuclear energy precisely in those areas where the latter two energies 

can be employed economically. 

Despite the foregoing, I am not oblivious to the advantages of gas in power gen

eration. As already mentioned, these include swift project realisation with rela

tively few authorisation problems. Combined cycle turbines with an efficiency of 

52 to 53 % lead to high cost-effectiveness on the basis of current energy prices. 

But when comparing gas with hard coal, it is often overlooked that the 

technology there is also a moving target. Employing the latest technology, it is 

possible to attain 45 % efficiency in the case of conventional steam turbines with 

consistent waste heat utilisation and advanced steam conditions. Further pro

gress is anticipated in respect of such advanced technologies as fluidised bed 

systems and upstream pressure gasification of coal feedstock. 

The position of gas in the power generation sector might improve if an energy 

tax with a C 0 2 element were introduced, as is currently proposed by the 

European Commission. Taking a combined cycle power station with 53 % 

efficiency and a coal-fired power plant with 45 % efficiency, this would mean up 

to tlie year 2000 an additional burden for the coal-fired power station of 0.68 Pf 

or 0.43 ct per kWh of electricity generated. The political debate on this subject is 

still in full swing, and I cannot predict whether a significant C02-based tax will be 

introduced. The German gas industry is of the opinion that it would be better to 

dispense with an energy tax, whether based on C 0 2 or not, because it would 
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deprive industry of the requisite funds. Moreover, such a tax would not 

adequately achieve the intended steering function in limiting C 0 2 emissions; in 

other words, it would be of low ecological efficacy. We for our part suggest a 

voluntary climate protection pact defining a programme of action for curbing C 0 2 

emissions primarily through the refinement of appliances and equipment. 

Another uncertainty pertaining to the future of gas-fired power stations in west-

em Germany is the fate of nuclear energy. Power generators feel that they can

not assume the economic risks connected with the expansion of nuclear energy 

as long as the major political parties have not reached consensus on nuclear 

energy. Recently a group was set up to attain such consensus; it is headed by 

the Minister of Economic Affairs and comprises representatives of the national 

and regional governments and of the national parliament. It is discussing the en

tire gamut of options, ranging from the expansion of nuclear energy within a se

cure political framework enjoying multi-party support to the phasing-out of nu

clear energy. Agreement exists that hard coal and lignite as indigenous energy 

sources should continue to make a major contribution to energy supplies. Back 

in November 1991, agreement was reached that 35 million tonnes of west Ger

man hard coal should be used annually for power generation or a total of 

50 million tonnes per annum if coal employed by the steel industry is included. 

Yet the question of how to pay for the subsidisation of indigenous coal is still un

answered. Everything is being discussed, such as a higher tax on petrol, an in

crease in VAT, the introduction of an energy tax or a tax on electricity. 

Lignite production is likely to find its own level in the interplay of market forces 

because it is essentially competitive. This will depend, however, to a large extent 

on whether and how a C 0 2 tax is introduced, as lignite would be affected most. 
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Finally, let me make a basic remark on the power generation sector to avoid any 

misunderstandings. The gas industry will of course endeavour to provide gas for 

new power stations, wherever actual demand exists. However, we have the im

pression that these will be isolated cases, not least because of the size of the 

plants and the requisite case-by-case pricing in competition with imported coal. 

I will deal later on with the consequences of increased gas demand in the power 

generation sector for the availability and security of supplies on the heat energy 

market. 

2.1.4 Cogeneration 

Traditional combined heat and power systems have been used for many dec

ades in the public and industrial sectors. Over 90 % of the plants are steam 

turbines for power generation, generating heat and power centrally. The main 

criteria governing the profitability of such plants are the cost of distributing the 

heat and power generated as well as the heat/power ratio attained. 

However, public district heating systems in particular faced problems because 

the district heat needed locally did not warrant the construction of a large power 

station operating at high efficiency. Transmitting heat over long distances is too 

expensive because too much is lost. In industry, the modernisation of production 

techniques led to a shift in energy demand towards more power and less heat. 

This, too, affected the probability of industry's own power generation. 

The development of modern cogeneration technology, such as gas turbines and 

packaged cogeneration systems incorporating internal combustion engines, has 

resulted in higher efficiencies and more favourable heat/power ratios, combined 

with a high degree of environmental compatibility. 
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As a rule, gas is the energy employed. It does not have to compete with oil but 

with electricity from the public grid or conventional heat generation by means of 

boilers. 

We assume that the share of combined heat and power generation, which is 

already widespread in Germany compared with othpr countries, will rise further 

in future. However, owing to its low share in overall heat and power generation, 

this trend will probably not have an appreciable impact on total gas 

consumption. 

2.1.S Overall Expectations 

All in all, the development of demand for gas in western Germany involves sub

stantial uncertainties, as I described for individual market sectors. In so doing I 

did not even touch on the uncertainties pertaining to general economic devel

opments or measures affecting energy consumption, such as thermal insulation 

regulations and demand-side management. 

The uncertainties are particularly noticeable in the power generation sector, 

where - depending on the assumptions made - forecasts range from stagnation 

to almost 100 % growth up to the year 2005. 

Fig. 6 shows the anticipated rise in gas sales in western Germany up to 2005, 

with the uncertainties concerning power generation particularly evident: on the 

one hand, stagnation is predicted; on the other, a steady increase is forecast by 

Prognos AG. Ruhrgas's expectations are more in the lower range. I have just 

described in detail the main reasons for this. On the whole, we therefore antici

pate a rise of 6 MTOE, i.e. 12 %, if the use of gas for power generation remains 

stagnant. If half of the increase forecast by Prognos AG is achieved, gas con-
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sumption will be 3 MTOE higher. At all events, gas will be the growth energy 

No. 1. 

I am unable to give you a specific scenario for the year 2010 because I already 

feel largely overtaxed in dealing with 2005. Qualitatively speaking, there are no 

reasons why the trend up to 20C5 should not simply continue. It may be some

what subdued, but not necessarily. For example, given a steeper increase in en

ergy prices, the availability of gas may improve significantly, with market pene

tration being stimulated accordingly. 

2.2 Eastern Germany 

I would like to make a few comments on the situation in eastern Germany only to 

the extent needed to provide a scenario for the whole of Germany. In the eastern 

part of the country, we witnessed a collapse not only of the political system but 

also of energy consumption, which is now only about 60 % of primary energy 

consumption in 1989. Natural gas was not able to evade this development, but is 

now recovering from its lowest penetration rate of 12 % in 1992. This is all the 

more remarkable because natural gas is sold precisely in those market sectors 

where the reduction of energy consumption was steepest. 

All in all, the outlook for gas in eastern Germany is even more favourable than in 

the western part of the country, despite the considerable inroads made by oil 

into the residential and commercial sector. But this sector and the industrial 

sector still each have a lignite share of roughly 40 %. Here natural gas stands a 

good chance of gaining market shares fairly quickly. Although it has to compete 

with oil, the starting situation is more favourable than if customers were already 

using oil. 
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Industrial production has fallen to a third of the level prevailing in 1989, with 

many energy-intensive industries disappearing. In the long run, specific energy 

consumption is likely to match that of western Germany or perhaps even reach a 

lower level. 

In the power generation sector, lignite is the main energy. 4,000 MW of power 

station capacity are to be retrofitted with flue gas desulphurisation equipment, 

and a further 5,700 MW (including Schkopau) are to be built. In eastern Ger

many, gas is therefore likely to be confined largely to combined heat and power 

generation by local utilities or industry. 

On the whole, gas consumption in eastern Germany may more than double to 

14 MTOE by the year 2005. The market penetration of gas would thus reach 

22 %, even exceeding that in western Germany. 

2.3 Germany as a Whole 

We anticipate gas consumption in Germany as a whole reaching 71 to 74 MTOE 

in the year 2005. The main part of this range depends on the extent to which gas 

is used in the west German power generation sector. 

The uncertainty of all these forecasts is illustrated in Fig. 7 for gas consumption 

in western Germany. There is a great danger of current, short-lived trends being 

given too much weight in long-term projections. But one thing is already clear: 

We have evidently overcome the period when forecasts were adjusted upwards 

from one conference to the next. We appear to have passed the zenith. I realise 

that this comment, coming from a gas buyer from a major consumer country, is 

suspicious - especially when made in a gas-producing country. You will assume 

that I want to take the heat out of the sellers' market. But perhaps you will 
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concede that the actual development of the past few years, with an average 

2.8 % rise in west German consumption in the last two years, does not exactly 

promise strong growth stimuli, considering that the German economy has slid 

into recession. Energy taxes, thermal insulation regulations, demand-side 

management and a decline in energy-intensive industries are all under 

consideration and may have an adverse effect. Last but not least, I assumed that 

the current relationship between the prices of gas and competing products 

persists, bearing in mind changes in environmental laws. 
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3. Supplies 

Let me now turn to the question of how the anticipated demand can be covered 

by supplies. What conditions have to be met, and how can producers and the 

gas industry cope with so many uncertainties? 

3.1 We-tem Germany 

Fig. 8 shows gas supplies in western Germany. They are characterised by a 

high degree of diversification, with more than 70 % coming from west European 

sources. Security of supply is further enhanced by the high proportion of 

particularly flexible supply contracts with the Netherlands and German 

producers. 

Fig. 9 indicates that, on the basis of import agreements already concluded and 

the anticipated indigenous production, additional gas supplies of roughly 

8 MTOE are guaranteed by the year 2005. This assessme.it involves some un

certainty in that we have assigned to the west Germf.n market part of the 

quantities purchased for western Europe by Wintershall Erdgas Handelshaus 

(WIEH) from Gazexport of Russia. However, this uncertainty largely disappears 

when we later view the German market as a whole. 

If supplies contracted for eastern Germany as well as gas exports and own con

sumption are added to the anticipated demand already mentioned for western 

Germany, it becomes clear that demand up to the year 2005 is already met, un

less the share of gas in the power generation sector rises significantly. In other 

words, additional quantities of gas will be needed for 2005 only if power station 

consumption increases considerably (Fig. 10). 

It can therefore be said that the supply situation has eased. This does not mean 

that there is no point in deciding now on limited additional imports, not least in 

http://assessme.it
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view of the fact that demand may rise after 2005. Such additional quantities can 

be integrated into the market by virtue of existing take flexibility. Here I have not 

taken account of the Troll options, which have not been decided yet. 

3.2 Eastern Germany 

The situation in eastern Germany is different. Fig. 11 shows that diversification 

there i£ still unsatisfactory. West German deliveries of over 4 MTOE have been 

secured. Roughly 6 MTOE of Russian supplies are anticipated, be it on the basis 

of the existing contract between Gazexport and Verbundnetz Gas or through 

supplies to eastern Germany made by Wintershall Erdgas Handelshaus. Ver

bundnetz Gas is currently negotiating with GFU on supplies amounting to 

4 bcm/a (3,5 MTOE/a). Then merely an insignificant shortfall in supplies would 

remain. 

3.3 Germany as a Whole 

Looking at eastern and western Germany together, Fig. 12 shows that merely 

6 % of overall supplies needed in the year 2005 have to be met by new projects, 

unless the use of gas for power generation rises significantly. 

Apart from concrete demand in eastern Germany, producers' expectations re

garding the German market thus involve many uncertainties. Producers have to 

examine carefully whether additional supplies, for which high capital expenditure 

is needed, will be reliably taken by customers - even if future trends turn out to 

be different, as may well be the case. The reliability of buyers will therefore be

come all the more important - not so much in respect of actual supplies in the 

coming years but with regard to the conclusion of agreements in the years ahead 

and their fulfilment at the end of the 1990s and thereafter. The question of 
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reliable customers, which last played an essential part in Europe in the first half 

of the 1980s, will be revisited. 

3.4 Individual Supply Sources 

Will producers actually be able and willing to supply such additional quantities? 

The resources are available, more than needed (Fig. 13). In other words, we do 

not expect any limitation on the part of gas-producing countries through the 

pursuit of a depletion policy for the conservation of resources. However, given 

the low level of energy prices, it is questionable whether the economic driving 

force will be strong enough. 

In this context, it is occasionally asked whether the economic driving force could 

be enhanced by higher gas prices, with prices for competing energies remaining 

unchanged. In other words, the question is whether gas prices should not be 

linked to those of rival energies. The people asking this question are often those 

who simultaneously reflect on intentional or unintentional contributions to gas-to

gas competition. 

Basically speaking, it needs to be pointed out that the economic driving force for 

new gas projects can be influenced in this way only to a very limited extent, if at 

all. The overall level of energy prices will be of overriding significance. Of course 

there is no permanent, rigid relationship between this level, i.e. mainly the level 

of fuel oil and gas oil prices, and the level of gas prices. It is instead influenced 

by changes in the sales mix, environmental requirements, energy taxation and 

the gas industry's margins. The latter are determined by efficiency and participa

tion in total gas supply rent from the wellhead to the consumer. 
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Gas industries are therefore under pressure to perform well. In some countries 

this may not be reflected by direct competition between gas companies, as now 

exists in Germany, but is largely determined by demand competition on 

international markets and sales competition at the consumer level. It will also be 

interesting to see whether, given the relatively low overall level of energy prices 

at present and the still fairly high demand, a greater regionalisation of supply 

flows occurs. 

A different price system for power station gas involving higher starting prices and 

linkage to coal prices would not be a departure from competitive pricing. It could 

help new gas export projects but would increase the overall uncertainty con

nected with them. Such a system would only be feasible if the projects were not 

supplied from a diversified supply portfolio but from a single source with corre

sponding pricing. 

Whether or not new supply projects are economically viable depends to a deci

sive extent on whether gas-to-gas competition emerges on the market. We are 

convinced that such gas-to-gas competition, with the attendant uncertainties as 

regards prices and quantities, would considerably impair the expansion of gas 

supplies because projects already on the economic edge could then no longer 

be justified. The increasing uncertainties would in fact become unmanageable. 

I do not wish to enlarge on the debate in Brussels on the introduction of third-

party access and the implications for the risk management of new, major supply 

projects. At present the debate is focusing on a draft proposal made by the 

Chairman of the Committee on Energy, Research and Technology. The 

considerations are still in a state of flux. To my mind, possible solutions are not 

yet discernible, especially for liberal and pluralistic structures of the kind existing 

in Germany. 
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The German gas industry believes there is scope for additional gas supplies 

above all from Norway and Russia and to a lesser extent from the United King

dom and the Netherlands. The latter country is constantly being underrated. The 

trend in reserves has on several occasions been more positive than expected 

and exceeded the amounts needed to meet the Netherlands' own demand in the 

long run. This resulted in additional exports, particularly to Germany. Today the 

Netherlands is the largest supplier of gas to western Germany, on a par with the 

Russians in Germany as a whole. 

We are also holding talks with Algeria, primarily on LNG deliveries. But, in spite 

of favourable overall conditions at the moment, the economic viability of such a 

project is proving extremely difficult. So far we have not found a solution. 

In the long run, we also feel that supplies can be obtained from the Middle East 

(Iran, Qatar) and Central Asian CIS republics (Turkmenistan). 

Norway and Russia are particularly important for the future of German gas sup

plies. Russia intends to open a new transmission corridor to western Europe via 

Belarus and Poland, ultimately making available at Germany's eastern border 

over 50 bcm/a of gas intended not only for western Germany but for western 

Europe as a whole. Initially, beginning roughly in 1998, over 15bcm could be 

delivered. The quantities needed for this initial phase could probably be 

obtained without tapping the gas reserves in the Yamal peninsula. In the long 

run, however, it has to be assumed that the Yamal resources are needed. A* 

present it is hard to gauge whether this is economically viable today, depending 

to a considerable extent on construction costs prevailing in the Russian 

economy. The new Russian export initiative will also hinge in considerable 

measure on whether questions concerning transit can be resolved economically 

and reliably. Bankable customers will become all the more important, the more 
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project financing becomes an issue. Reliability of sales will be pivotal in 

determining the economic viability of the new Russian project. 

The availability of additional Russian gas for western Europe will depend not 

only on the development of the > ubiley, Komsomol and Takosalinskoye 

Zapadno fields in western Siberia and the Bovanenko field in the Yamal 

peninsula. Gas conservation in Russia can provide substantial additional 

potential. Gas quantities for export to western Europe may also ensue from a 

downward trend in demand in the former republics of the Soviet Union as a 

result of a phased transition to higher gas prices. 

Allow me finally to deal with Norway's role on the German market: 

Norway is in an excellent position on this market on account of existing contracts 

and its geographical proximity. Fig. 14 shows how deliveries may develop in 

future. Despite the demand to be met, as just explained, there is undoubtedly 

potential for Norway to market further quantities in western Germany above and 

beyond the contracted volumes, including the Troll options. But Norway will have 

to pay additional attention to the uncertainties, especially where it can influence 

them. 

Even though the ongoing Troll price review negotiations show that opposing 

views may well exist on commercial matters, we are very open to additional 

supplies from Norway. The facts support such a stance: not only the 

geographical proximity and hence the relatively favourable netbacks, but also 

the reliability of existing relations, the economic freedom afforded by the political 

framework and finally the high competence and integrity of our partners the latter 

being particularly felt during the now difficult Troll price review negotiations. It is 
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often overlooked that this review fully performs its function of removing 

distortions. 
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4. German Infrastructure 

The German gas industry is experiencing a capital spending boom. Capital ex

penditures in 1992 totalled DM 8.9 billion, with western Germany accounting for 

DM 6.S billion and eastern Germany for DM 2.1 billion (Fig. 15). Capital outlay in 

western Germany partly serves the purpose of laying pipelines to link up with the 

east German gas grid in both the north and the south. 

To my mind, these figures show clearly that, even on a mature market, consider

able capital spending is needed to preserve and expand the infrastructure. This 

also refutes the impression that producers have to bear the brunt of capital ex

penditures. 

A considerable part of the capital outlay also serves to achieve greater security 

of supply. We assume that reliable supplies will, as recent opinion polls 

revealed, continue to be highly important to consumers. It remains to be seen 

whether the various suppliers do in fact offer different products on the German 

market in future. Capital spending for the purpose of safeguarding quality and 

above all ensuring security of supply will be of crucial importance in this respect. 
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5. Conclusion 

In a generally stagnant energy market, gas will be the energy with the highest 

growth rate in Germany, especially because of its steadily rising shares in the 

residential and commercial sector. In western Germany we will have to accept 

that the demand forecasts, which were raised from one conference to the next, 

have passed their zenith. Great uncertainty exists as regards the future use of 

gas for power generation. In the absence of any significant expansion of this 

market sector, which is considered rather improbable in western Germany, it can 

be stated that anticipated ges demand up to the year 2005 is already covered by 

existing import contracts and scheduled domestic production. 

The picture is completely different in eastern Germany, where a doubling of con

sumption is quite feasible. To achieve the requisite diversification of supplies, 

substantial additional imports from western sources will have to be contracted. 

Russia can and should remain eastern Germany's main supplier in the long run, 

but Russian deliveries must be placed on a reliable, long-term contractual basis. 

As far as new gas projects are concerned, deliveries from Norway, to a limited 

extent from the United Kingdom and above all as part of the new Russian export 

initiative are under discussion. Generally speaking, transit will be an increasingly 

significant issue, especially for additional supplies from Russia. 

Despite the favourable supply situation, it is also important for the west German 

market to integrate new quantities under such projects with a view to fulfilling 

long-term supply tasks. The company for which I work has the prerequisites for 

this. 
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The efficiency and reliability of gas marketing companies will become far more 

important in an environment characterised by growing uncertainties. The reliable 

customer offering a dependable market outlet will be increasingly sought. With 

energy prices likely to increase only slightly, the management of uncertainties 

and the safeguarding of economic driving forces will be the main challenge 

facing our supply projects. 
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