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Overview
Oil and gas resources have provided much of the world’s energy in the twentieth century and will continue to be an important part of the energy mix well into the twenty-first century. Currently, oil and gas provides approximately 65% of primary energy consumption in Europe. 
Energy security in the region remains a concern.The concern is partly due to Europe’s dependence on oil and gas from other regions. In addition, many commentators fear domestic resource depletion will produce significant supply scarcities in the short term, i.e., well before 2020. Thus, the purpose of this analysis is to addresses the concern by estimating conventional oil and gas supply-cost curves for the region.

Methods

The general approach for developing the supply-cost curves is as follows: oil and gas quantities are distributed into several classes based on resource quality. Every class is then assigned a range of production costs, resulting in supply-cost curves. For both oil and gas, two curves are developed - one is based on current technology and the other on technology performance assumed for 2030.

Oil and gas endowment volumes, which are inputs into the supply-cost curves, are estimated with a previously defined Variable Shape Distribution (VSD) model.  It calculates the endowment volumes in European provinces that have not previously been assessed. The VSD is a statistical method known as size distribution analysis. This type of analysis has historically been successful in complementing geological techniques used to estimated resources in previously unassessed areas.
Results

Key findings are that European oil and gas resources are vast and can be produced economically. With technological advancement over time, the production costs are found to decrease further. 
Figure 1 shows two oil supply curves – one for the current future volumes based on performance, productivity and costs associated with 2009 technology and one for the future volumes, performance and production technology expected by 2030. The volumes in 2030 exclude any replenishment from the oil resource base potentially made possible by technological change and different market conditions but reflect the oil produced between 2007 and 2030 (assuming constant 2009 production levels). Figure 2 follows the same procedure but presents supply curves for conventional gas.

[image: image1.emf]0.005.0010.0015.0020.0025.0030.0035.0040.00020406080100120140160

US$ (2009) per BOEOil and NGL Endowment (BBOE)

2009 Technology2030 Technology


Figure 1: 2009 and 2030 supply cost curves for conventional oil and NGL in Europe
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Figure 2: 2009 and 2030 supply cost curves for conventional gas in Europe

Conclusions

Although the results of this study imply European oil and gas can assist in meeting demand requirements, the existence of abundant resources alone does not guarantee security of supply. In order to develop the resources, appropriate public policies are necessary. These policies must provide incentives for significant investment, technological advancement, and environmental mitigation. It is also important that government intervention not create disincentives for the development of domestic oil and gas resources.
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