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Abstract
Energy security is an important topic on the world agenda and has augmented its importance
since the term “peak oil” was coined. Energy security is a crucial issue for most countries but
some are more dependent on foreign supply than others. Traditionally, the Baltic States have
been dependent on Russia for much of their oil and gas supplies, which makes them
vulnerable to political pressure. Therefore, energy security, that is ensuring sufficient supply
and safe delivery and in this case reduce dependency on a single provider – Russia, entails a
conspicuous foreign policy dimension. Estonia, Latvia and Lithuania have been described as
energy islands within the EU. This paper tries to answer the question if energy security of the
Baltic States has improved since their accession to the EU in 2004. Additionally, it will
analyse the prospects of energy security, noting that one of the Lithuanian aims during its
European presidency in 2013 is to improve energy security of the Baltic States by fostering
cooperation with EU member states.
Key words: Energy security, Baltic States, energy islands, European Union, Russia, foreign
policy
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Introduction
In the light of the Baltic struggle for independence from Russia and the intent to do so by
joining the EU and NATO, one can see the part energy security plays as it constitutes an
important dimension of a country’s independence. The more a country depends on a foreign
country for its energy supply, the more vulnerable it is to political pressure. The Russian
government has used energy as a foreign policy tool at least since the late 1990s and
continues to do so (Elletson, 2006). Energy is not merely seen as a commodity, which can
bring economic growth to the country. Rather, Russia uses its vast network of pipelines,
pumping stations and refineries to increase its influence in the former Soviet Union.
Traditionally, the Baltic States have been dependent on Russia for much of their oil and gas
supplies, which makes them vulnerable to political pressure. Therefore, energy security, that
is ensuring sufficient supply and safe delivery (and in this case reduce dependency on a single
provider – Russia), entails a conspicuous foreign policy dimension. Estonia, Latvia and
Lithuania have been described as energy islands within the EU. The Baltic States regained
their independence in 1990/1991 and it has been an important objective to get out of the
Russian influence sphere ever since. Joining the EU and NATO in 2004 was a crucial step
and sent a strong political signal to Russia that the Baltic States are not willing to be under
Russian control in the future. However, the Baltics are still very isolated from the rest of
Europe and dependent on energy from Russia. Their infrastructure and energy networks are
intertwined with Russia’s and there are only few connections to the West. So, Russia is still
having a great impact on the Baltic States and can therefore use energy as a foreign policy
tool to influence the Baltic States.
This paper is trying to answer the following main question: Can the European Union help
to ensure energy security of the Baltic States? Or put in a different way: Does being part of
the European Union help and will help the Baltic States to ensure their energy security? This
paper tries to answer if energy security of the Baltic States has improved since their accession
to the EU in 2004. Additionally, it will analyse the prospects of energy security, noting that
one of the Lithuanian aims during their European presidency in 2013 is to improve energy
security of the Baltic States by fostering cooperation with EU member states.
This paper argues that entering the European Union was unfavourable to the energy security
of the Baltic States in the short term, because Russia penalized them for trying to abandon its
influence sphere and because of EU regulations forcing the Baltic States to phase out existing
national production. Despite this, in the long term the European Union can help to improve
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energy security of the Baltic States, making them less dependent on Russian energy supplies
and therefore less vulnerable to political pressure by the Russian government.
The paper follows a certain structure: First of all, the term energy security will be defined and
the different concepts briefly outlined. Then, the importance of energy security within the EU
is discussed and methods of achieving energy security are outlined. In the next part, the case
study – the Baltic States – is presented and its significance explained. The main part of the
paper is divided broadly into three sections: Firstly, the energy situation of the Baltic States
after independence and until joining the EU is described. Secondly, the last decade of energy
security of Estonia, Latvia and Lithuania will be analysed, that is since their accession to the
EU in 2004. The development of energy security during EU membership is explored and the
improvement put under scrutiny. Thirdly, the prospect of future energy security is presented
and possible scenarios of tackling the energy security issue in the next decade will be
examined.

Theoretical framework
Defining energy security: The concept(s) of energy security
According to Stringer, “the modern idea of energy security emerged in the nineteenth century
as warfare became mechanized and began to require substantial fuel inputs, first as coal for
warships and trains” (Stringer, 2008, p.122). The decision of the British Admiralty prior to
the First World War can be seen in this light. Switching from coal-fired to oil-fired vessels
marked the start of the now traditional link between petroleum and security (Yergin, 1991).
Since then the concept of “energy security” has taken on wider dimensions. Whereas the flow
of oil was the primary concern for more than six decades, increasingly “energy security
means more than oil security – it means security of supplies of natural gas” as well (Kalicki
and Goldwyn, 2005, p.10). The concept of energy security now extends to the entire
infrastructure of energy supply that supports the global economy (Yergin, 2012). Although
there is no single definition of energy security, most scholars agree on the fact that energy
security means the “assured delivery of adequate supplies of affordable energy to meet a
state’s vital requirements, even in times of international crisis or conflict” (Klare, 2008,
p.484). According to Deutch and Schlesinger (2006, p.3) and putting it simple, energy
security “constitutes the reliable and affordable supply of energy on a continuing,
uninterrupted basis”.
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On a practical level, this concept generally means for countries that they have to assure both
the sufficient supply of energy in order to meet national energy demands and at the same time
ensure the unhindered delivery from the point of production to the consumer (Klare, 2008,
pp.484-485; see also Kalicki and Goldwyn, 2005). Sufficient supply refers to the challenge of
getting enough energy – an increasingly difficult task if one considers that global energy
demand is continuously rising and production cannot keep pace with consumption. According
to the latest projections from the US Department of Energy (USDoE), combined world energy
consumption will grow by an astonishing 53 per cent, from 505 quadrillion British thermal
units (BTUs) in 2008 to 770 quadrillion BTUs in 2035 (USDoE, 2011, p.9; see also IEA
World Energy Outlook, 2012; BP Energy Outlook 2030, 2013). Especially the developing
countries, amongst them particularly China and India, are expected to enormously increase
their demand for energy, thereby augmenting competition for energy around the world.
Unhindered delivery refers to the safe delivery of energy from producing countries to
consuming countries. Challenges here are increasing due to an ever-bigger network of
pipelines, power lines and a globalized distribution system. Amongst the difficulties countries
are facing one can highlight the problems of attacks on oil tankers and pipelines by pirates,
terrorists, insurgents and criminal bands. Another element of security of supply is the
affordability, that is, acceptable and relatively stable prices. Therefore, market forces should
determine the prices of oil, gas and electricity and not monopoly powers (Bryza, 2012; Bryza
and Tuohy, 2013).
According to Klare (2008, p.488), energy security can have yet another meaning, “particularly
for states that are highly dependent for their energy supplies on one or two suppliers but are in
a weak bargaining position with respect to them and hence vulnerable to political pressure”.
This concept applies to many of the former Soviet Republics that rely on Russia for much of
their oil and natural gas supplies. Especially Ukraine, Belarus, Georgia and the Baltic
countries are affected due to low or no own production of fossil fuels and their relative
isolation, that is, bad connection to energy networks other than the Russian one. During the
last decades, there have been a variety of incidents in which Russia has threatened to or has
actually cut off the flow of energy to these states. This did not only cause widespread
economic hardship but also cost the lives of citizens, who could not heat their homes because
of the lack of energy (Smith, 2006). Supposedly, these actions were prompted by disputes
over the pricing of energy. Nevertheless, most observers believe that Moscow undertook such
actions to punish an unfriendly government or to extract political concessions from the nation
involved (Klare, 2008, p.488). For the aforementioned countries, energy security has come to
6
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mean reducing their dependency on a single provider – Russia – that can employ its dominant
position in order to inflict punishment for an unwelcome decision or extract concessions of
some sort. The Baltic States have suffered from energy shortages on several occasions since
becoming independent in the 1990s and that is one of the reasons why energy security
remains at the top of their political agenda (Spruds, 2009; Bryza, 2012). The perpetuation of
“energy islands” poses a threat not just to the energy security of the Baltic countries, but to
their national security as well (Bryza and Tuohy, 2013, p.2).

Energy security in the European Union
Whereas energy security and energy independence from Russia have always been an
important issue for the Baltic countries, is has not been a focus for the European Union until
recently. The European Union is a net energy importer (of gas and oil) and therefore depends
on foreign supply of energy resources. According to the presentation by Barroso on the May
22nd EU Summit, the EU imports more than 80% of its oil and more than 60% of its gas
demands. This is going to rise to more than 90% and more than 80% respectively (European
Commission, 2013). Especially the eastern part of the European Union is highly dependent on
Russian gas. That is why energy security constitutes an important topic on the European
agenda. But the EU has only gradually recognized the strategic importance of security of
supply and it took decades to reach this point. During a long time, the largest member states
of the EU accepted higher gas prices (pegged to oil prices) through long-term contracts,
because Russia was seen as a reliable supplier (Bryza and Tuohy, 2013). What is more,
European leaders did not want to offend the largest supplier of gas (and second largest of oil)
with messages of diversification and price decreases. Furthermore, countries like Germany,
France and Italy already had a degree of diversified supplies coming from the North Sea and
the Mediterranean. However, smaller countries like the Baltic States, with a much higher
dependence on Gazprom, could be easily frightened with the threat to cut off gas flows in
winter in response to demands for lower prices. As a result, Moscow had and still has
significant geo-economic and geopolitical leverage, and it has not abstained from using this
against the Baltic countries and other EU members.
But at the latest since the 2006 and 2009 Russian-Ukrainian gas disputes has the EU woken
up to the fact that energy security is significant and all the member states should be integrated
into one internal energy market (Smith, 2006; Maigre, 2010; Yergin, 2012; Bryza and Tuohy,
2013). The growing importance of security of supply for the EU is reflected in the creation of
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a European “integrated energy and climate policy” in 2006, starting with discussions at the
Hampton Court Summit in October 2005 (Geden, 2009, p.12). As Bahgat explains, the
European Commission issued a Green Paper entitled A European strategy for sustainable,
competitive and secure energy in March 2006. José Manuel Barroso, the President of the
European Commission, underlined the need for a common strategy for energy at the launch of
the green paper (Bahgat, 2006). The EU Treaty of Lisbon of 2007 then included propositions
of solidarity in matters of energy supply and changes to the energy policy within the EU
(Braun, 2011). The year 2009 and 2010 finally brought a number of initiatives regarding
energy policy, among them the Third Energy Package, the creation of important infrastructure
plans (for example the Baltic Energy Market Interconnection Plan – BEMIP) and the Europe
2020 agenda (Bryza, 2012; Maigre, 2010). Another sign is that the Directorate-General for
Energy (DG Ener) has been separated from the DG for Transport in 2010 and put under the
direct supervision of the Commissioner for Energy, at the moment Günter Oettinger.
Numerous new legislative procedures have been opened since 2005 (Geden, 2009).
According to Bryza and Tuohy, the European Union has finally accepted energy security to
be an important topic. They stress that “during the past decade, the European Union has
gradually recognized the strategic importance of eliminating these Baltic energy islands. EU
energy policy now aims to couple Baltic natural gas networks with those of their EU Allies in
pursuit of two key strategic goals: creation of a single unified energy market in Europe; and
completion of a post-Cold War Europe that is whole and free” (Bryza and Tuohy, 2013, p.2.).
Energy security has now become a top agenda topic: On the recent European Union summit
on the 22nd of May, energy was one of the two main topics discussed. And the Lithuanian
presidency, which begins its term in July 2013, puts one of its focuses on energy security in
the EU. This shows the importance that is given to the topic by European policy makers.

How to achieve energy security?
The best guarantee for achieving energy security is through diversity of supply. Winston S.
Churchill already pointed out in 1913 that “on no one quality, on no one process, on no one
country, on no one route, and on no one field must we be dependent. Safety and certainty in
oil lie in variety and variety alone” (Churchill, 1913 cited in Yergin, 2012, p. 267). According
to Dr Harold Elletson, “the fundamental energy security challenge for the Baltic countries, as
for many modern industrialized societies, is to diversify supply and, at the same time, control
demand more effectively” (2006, p.26). Diversification can be achieved basically by two
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things: increasing the number of foreign providers of energy in order to have additional and
alternative sources if one country stops its supply; and also by switching to alternative energy
sources – such as renewable energy – which can be produced domestically. Elletson identifies
a whole package of measures to augment diversity of supply: different means of energy
generation (hydrocarbons, nuclear, renewables); a flexible energy transmission infrastructure;
alternative sources of fuel supply; a thorough energy conservation programme; regional
collaboration – for example, on storage capacity, reserves and sharing of facilities (2006, p.
27). Especially cooperation is crucial for the Baltic countries, as they are too small economies
as to invest in big infrastructure projects on their own (Elletson, 2006, p.27). Additionally, it
is important that prices of energy for the consumers are set by market forces and not by
monopolists or cartels (Yergin, 2012; Bryza and Tuohy, 2013). Monopolists have
considerable market power which leads to higher prices generally and price hikes
incidentally. This makes supply of energy very unstable and unreliable. The approach of the
European Union to create a single market for gas and electricity by 2014 is therefore a crucial
step in order to achieve market prices for the end consumer.

Methodology
Case study: The Baltic States – “energy islands” in the European Union
This paper focuses on the energy security of the Baltic States. The three countries forming the
Baltic States – Estonia, Latvia and Lithuania – have been chosen due to their geographic
proximity and their shared history. Although one might argue that the cultural and historical
tradition in the three countries is quite different, especially the last one hundred years
constitute a similar path, from independence after the end of the First World War to
occupation by the Soviet Union in the Second World War (Molotov-Ribbentrop-pact) and
renewed independence in the 1990s (Elletson, 2006). It is due to the shared history of the last
century that one can compare the three countries, especially regarding their relation to Russia
and their ambition to maintain their regained independence. Energy security plays an
important part of becoming less dependent on Russia.
Why is this case study relevant?
Energy security is important for most countries, generally for economic reasons. But as
outlined before, for the Baltic countries, energy security means something more: it is of
crucial political significance. Less dependency on Russian energy supply means more
9
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political independence and less intervention of the “great neighbour” which occupied the
territory of Estonia, Latvia and Lithuania for most of the last century and still seems willing to
influence any political decisions it can. This is why energy security remains at the heart of
foreign policy of the Baltic States. The topic of energy security has gained more and more
public attention during the last decade, partly due to President George W. Bush stating that
the United States of America would have to improve their energy security and that it should
therefore be ‘a priority of our foreign policy’ (Bush, 2001 cited in Klare, 2008, p.484). For the
Baltic States this issue is crucial since their independence, which is why this paper focuses on
the evolution of energy security in Estonia, Latvia and Lithuania in the past two decades. The
topic is of outstanding relevance, not only for these three countries, but also for the European
Union and more so since the Baltic States have become members of the EU in 2004. That is
why the topic of energy security of the Baltic States will be analysed in relation to the
European Union and a common energy policy.

Use of data concerning energy security
Data on energy supply and demand and economic performance is fundamental in order to
analyse energy security. A growing economy often leads to increased demand of energy and
the requirement to meet this demand. In the case of great dependence on one supplier, as is
the case of the Baltic States, economic performance may be hampered, because supply is not
stepped up accordingly due to political reasons. This can cause severe economic hardship.
This paper draws on a variety of economic and energy data in order to represent the evolution
of economic performance and energy supply and demand in the Baltic States in the last
twenty years. The paper uses data mainly from the statistical office of the European Union,
Eurostat. This data has been used, among other things, to depict graphs on energy dependence
and gross inland energy consumption (see annex). It also draws on data from the United
States Department of Energy (USDoE) and its statistical office, the U.S. Energy Information
Administration, moreover the International Energy Agency (IEA).
Furthermore, the distribution of the pipeline network is crucial, especially for gas, because it
is costly to transport over great distances and other than through pipelines. This is why gas is
distributed mainly in regional markets. The maps provided in the annex of this paper show the
high integration of the Baltic electricity and pipeline network with the Russian network and
its isolation from other European countries. Moreover, the maps display all the present (and
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planned) power generation plants and future projects for better interconnectivity with the rest
of Europe.1

Energy security of the Baltic States before joining the European
Union – a brief historical perspective
The Baltic States have been dependent on Russian energy supply ever since their
independence in the early 1990s. Having been part of the Soviet Union for half a century, the
energy infrastructure of Estonia, Latvia and Lithuania is closely interwoven with the Russian
network. A connection with other countries was non-existent in 1991 (Elletson, 2006). Since
their independence, the Baltic States aimed at acceding to the European Union and NATO in
order to strengthen their position and become less dependent on Russia. Energy dependence 2
in the 1990s was considerable in the three countries. Although energy demand in the Baltics
dropped massively (see annex) due to the economic crisis following the collapse of the Soviet
Union, dependence remained very high. According to data from Eurostat, the total energy
dependence was around 45% for Estonia, 70% for Lithuania and 90% for Latvia. If one
considers energy dependence by gas, all countries have had around 100% dependency since
regaining their independence (compare with annex). So it is understandable that energy
security played an important role from the beginning. The following examples in the three
countries make this clear.
Tomas Janeliunas argues that “since the first days of Lithuania’s independence, energy
security has been one of the most sensitive issues of economic and political survival of the
state” (Janeliunas, 2009, p.190). Lithuania regained independence in 1990 and was
immediately punished by the Soviet Union via an energy blockade. From 20 April to 2 July
1990, Lithuania was completely cut off from oil and fuel supply. This had a very destructive
effect on the economy of the freshly independent country. According to Janeliunas, “leaders
in the Soviet Union were confident about Lithuania’s incapacity to develop a self-sufficient
economy” and therefore believed that Lithuania would be forced to return (Janeliunas, 2009,
p.190). This did not happen, pabut by the time of official international recognition of
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The maps on Baltic electricity infrastructure and Baltic oil and gas infrastructure have been developed by the
International Centre for Defence Studies (www.icds.ee)
2
Energy dependency shows the extent to which an economy relies upon imports in order to meet its energy
needs. The indicator is calculated as net imports divided by the sum of gross inland energy consumption plus
bunkers.
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Lithuania’s independence, it was clear that great attention should be paid to energy security.
Lithuania reduced its dependency on Russia to 40-50% on the eve of joining the European
Union, mainly relying on its Nuclear Power Plant at Ignalina for electricity generation.
Andris Spruds states that “Latvia’s dependency on energy imports immediately after
regaining independence was immense – 80-90% of total energy consumption” (Spruds, 2009,
p.226). This was even higher than in the case of Lithuania. Due to the sharp decline in energy
demand, growing production and consumption of local resources (biomass from wood among
other) as well as increased energy efficiency the country’s energy import dependency could
be reduced to 60−70% in 2004. However, this share is still among the highest in the European
Union, especially since Latvia has only one main supplier of its energy – Russia. So, Latvia
remains substantially dependent on the imported energy supplies (Spruds, 2009).
Estonia’s situation has been the best right from the start. It has never been very dependent on
its large neighbour Russia. Estonia was only about 45% dependent on foreign energy supply
in 1990, because it relied mainly on local resources – oil shale, wood and peat (Mäe, 2009,
p.250). The reserves of these local resources, especially oil shale, have been large enough to
supply the country’s energy needs. The import of gas constituted less than a third of the
primary energy consumption. Until joining the European Union, Estonia had already reduced
its dependence to about 25-30% in 2004 (compare with annex).
As already mentioned before, most of the energy supply came from Russia through the
established network of pipelines and other infrastructure. Moreover, the Baltic States were a
considerable transition region for Russian oil and gas exports to the West, through ports
located in all three countries (Elletson, 2006; see also annex). However, Russia diverted more
and more of its energy exports. Instead of using ports in the Baltic States, it switched to own
ports (Elletson, 2006). This reduced the importance of the Baltics as transition countries and
consequently reduced economic activity and income (Elletson, 2006). Decisive was the
construction of the underwater pipeline Nord Stream in the Baltic Sea, which now connects
Russia directly with Germany, leaving out the transition countries Estonia, Latvia, Lithuania
and Poland. The building of this much costlier pipeline (in comparison to a pipeline over
ground through this four countries) sparked a lot of anger in the Baltic States because it made
evident that Russia considered other objectives than only economic ones. It seems that Russia
wanted to punish the countries for trying to escape the Russian influence sphere by isolating
them from further energy supply.
Market liberalisation in the 1990s led to increased Russian influence in the domestic energy
sectors of the Baltic States (Spruds, 2009). The national Russian gas company Gazprom
12
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bought large shares of Latvian national gas company Latvia Gaze and also of the underground
gas storage facility in Latvia. This meant that Gazprom exerts influence not only directly via
supply but also indirectly within the country. The entry of Gazprom to Latvia’s energy market
also affected Estonia, because it receives gas from the underground storage facility during
winter peak demand. Ever since Russian companies started to acquire large stakes in
companies operating in key areas of Baltic energy infrastructure, politicians and the media in
the three Baltic States expressed concern that over-dependence on Russian energy supply
could compromise their independence (Elletson, 2006). The Energy Ministers of Estonia,
Latvia and Lithuania declared a joint energy strategy already in 1999:
“Future growth in the Baltic countries requires an affordable, reliable energy supply in
appropriate quality and quantity. Security of supplies should be at the level to ensure
that present and future energy needs are met at financially sustainable terms, which
anticipates utilization of diversified, stable and reliable energy sources. Since energy is
a vital factor of the country’s economy, the supply should be secured against
disruption, shortfalls and unexpected price rises” (Baltic Energy Strategy of Baltic
Council of Minister’ Energy Committee, 1999; cited in Elletson, 2006, p.1).
However, this declaration has not achieved much more than being a political signal. The
Baltic States have been able to reduce their dependency on Russia until joining the European
Union to some degree. But the three countries were not able to stem big infrastructure
projects, required to integrate them with other countries and significantly improve energy
security, on their own. Their approach has been much too self-focused and there has been too
little collaboration.

Development of energy security during EU membership
The Baltic States have been traditionally described as “energy islands” within the European
Union (Elletson, 2006; Maigre, 2010; Bryza and Tuohy, 2013). As seen in the previous
chapter, energy security has been a central issue of Baltic foreign policy since achieving
independence. It still remains a cornerstone of their foreign policy. In 2004, Estonia, Latvia
and Lithuania joined the European Union (EU) and at the same time the North Atlantic Treaty
Organisation (NATO). This was a decisive step in order to secure the independence achieved
a decade earlier. But while it was politically a clear victory for the three countries, it
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decreased energy security in the short term, due to a variety of factors: First of all, Russia saw
accession as a personal attack and punished the Baltic States for moving further away from
the Russian influence zone. Secondly, environmental regulations of the EU meant that the
Baltic States had to modernise their energy infrastructure and close some of their energy
producing plants which meant less national energy supply and more dependence on foreign
supply, i.e. Russian supply in the short term (Elletson, 2006). However, joining the EU had
generally more positive effects on the energy security of the Baltic States. Especially in the
long term, one can expect more energy security through diversification of energy sources,
financial aid for infrastructure projects and connection to the European electricity and gas
grid.

Country profiles of the Baltic States
In order to better analyse the energy security situation of each country, a brief country profile
is been provided. Each of the Baltic States has a focus on a different resource for energy
generation, distinguishing it from the other two (Maigre, 2010, p.2). The overall energy mix
will be analysed and the share of different fuels for electricity generation exposed.

Estonia and oil shale
In 2010, Estonia’s gross inland consumption consisted of 61,4% solid fuels, 16,5% crude oil
and petroleum products, 13,3% renewables and 8,8% natural gas (European Commission,
2012, p.74; see also U.S. Energy Information Administration). Estonia is quite independent as
far as energy supply is concerned. It uses its oil shale reserves for the production of electricity
and to less extent heat. According to a report published by the European Commission (2012,
p.74), 86,1% of Estonia’s electricity was produced from oil shale. However, there are serious
environmental issues with oil shale, which is why Estonia needs to switch to other sorts of
energy generation or upgrade the existing technology to comply with the stricter European
environmental standards on emissions, set out in the EU Climate and Energy Package
(Maigre, 2010, p.3).3 Although Estonia is not as dependent as its neighbouring countries,
foreign supply – natural gas and oil products – comes only from Russia. Gas makes up less
than 10 per cent of Estonia’s gross inland consumption, but Estonia has a 100% dependence
on Russian supply (Eurostat, 2013). And the proportion of natural gas is almost 41% in
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
3

The production of electricity from burning oil shale generates high levels of CO2, SO2 and NOX emissions, as
well as huge amounts of ash waste destined for landfill.
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Estonia’s heating market (Mäe, 2009, p.256). Estonia has aimed at reducing its energy
dependency ever since gaining independence. As the Minister of Economic Affairs and
Communications Juhan Parts pointed out in his speech on a recent conference, “In the last 5
years Estonia has managed to decrease our dependence in imported energy sources, from 25%
to 11%” (Parts, 2013). It is now one of the least dependent countries in the European Union
and Russia’s amount of leverage has been decreased substantially.
Latvia and natural gas
Latvia’s gross inland energy consumption consisted of 34,6% renewables – the highest
renewable energy share (RES) in the EU-27 – 32,2% natural gas, 28,5% crude oil and
petroleum products, 2,4% solid fuels and 2,3% other sources in 2010 (European Commission,
2012, p.101; see also U.S. Energy Information Administration). RES has a dominant share in
the country’s gross electricity generation (54,9%), mainly being generated by hydro power
plants (compare map in the annex). The other half of electricity is being generated by natural
gas (45,1%). Latvia relies mostly on natural gas both for its electricity and heat production.
Although there has been criticism about the lack of flexibility, the domination of gas has been
conditioned by a number of factors. As Andris Spruds describes, the structural factors include
a “well-developed gas supply infrastructure on domestic and interstate level, an extensive
underground storage capacity, a limited scope of alternative domestic resources, respective
infrastructure or competitive supply offers, as well as influential vested interests” (Spruds,
2009, p.224).

Lithuania and nuclear energy
Lithuania was quite independent until the closure of its Nuclear Power Plant (NPP) in 2009. It
was even a net electricity exporter, supplying energy to its neighbouring countries. Due to
European safety standards – and as part of the accession deal to the EU – Lithuania had to
close the Chernobyl type reactor. Now, Lithuania is more dependent than ever before
(compare with annex). It has to import most of its energy needs, the majority coming from
Russia. Luckily, there are other cross-border links with Latvia, Estonia and Ukraine (transit
through Belarus) allowing for a certain amount of diversification (Maigre, 2010, p.5).
Lithuanian gross inland consumption in 2010 consisted mainly of natural gas and oil products
(39,2% and 40,7% respectively), renewables (16,8%) and solid fuels (3,2%), according to a
European

Commission

report

(2012,

p.104;

Administration).
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Lithuania and the oil incident
The foreign policy dimension of Russian energy shall be shown with the following example:
In 2006, the Druzhba Pipeline near Mazeikiai Refinery in Lithuania was shut down by the
Russian government on claims that repairs had to be done. This cut-off crippled the refinery’s
operations. According to Matthew J. Bryza, “the cutoff occurred in the midst of a fierce battle
over the refinery’s privatization, as the Russian government sought to acquire the assets of a
private company, Yukos, including the Mazeikiai Refinery” (Bryza, 2012, p.1; see also
Elletson, 2006). In this light, the pipeline shutdown can be been as a move to put pressure on
the Lithuanian government to sell the refinery to Russian investors. But Lithuania worked
with private investors instead and reversed Mazeikiai’s export pipeline in order to allow nonRussian crude oil to supply the refinery from the Butinge sea terminal (see annex for
locations). Finally, a Polish investor bought the refinery in the end of 2006 (Bryza, 2012).

Russia’s presence on the Baltic States national energy markets
An important element is Gazprom’s (or Russia’s) involvement in the national energy markets
of the Baltics (Elletson, 2006; Janeliunas, 2009; Spruds, 2009; Mäe, 2009; Maigre, 2010).
Both Harold Elletson in his report “Baltic Independence and Russian Foreign Energy Policy”
and Janeliunas, Spruds and Mäe, contributors to the report “Energy – Pulling the Baltic Sea
Region together or apart?” identify the influence of Russian companies on the Baltic
countries’ national energy markets as one of the problems for better energy security. Latvia
singles out as especially problematic, as the Russian interests here are indeed interwoven with
Latvian domestic politics and leverage is high, also due to the large Russian minority in
Latvia (Maigre, 2010, pp.8-9). As Harold Elletson has put it, “the Baltic States need to bear in
mind that it is not Russian energy per se that is the problem but the fact that an overdependence on it has potentially uncomfortable political implications. Equally, it is not the
fact that Russian companies are keen to invest in the energy infrastructure of the Baltic States
that is a problem but rather that they often seem to do so without operating to the same
standards as Western European companies” (Elletson, 2006, pp.25-26).
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The role of the EU in increasing the energy security of the Baltic States
As already seen in a previous chapter, the European Union has started to pay attention to
security of supply at the latest after the Russia-Ukraine gas disputes in 2006 and has
formulated a number of directives since then, affecting the energy security of the Baltic
States. As Merle Maigre puts it, “the EU has a significant role to play in the Baltic regional
energy cooperation” (Maigre, 2010, p.6). According to her, the EU can provide financial
assistance through different instruments, which can facilitate agreements and energy projects
between the Baltic countries.4 Moreover, it allows for neutral discussions of various energy
issues on its multilateral forum, preventing energy unilateralism (Maigre, 2010, pp.6-7).
Through a common energy policy, the EU tries to enhance the energy security of all its
member states by increasing solidarity mechanisms amongst member states and financing
infrastructure projects which interconnect member states. Furthermore, it supports energy
diversification and especially renewable energy in order to lessen dependence on foreign
supply. There are a variety of initiatives on the European Union level in order to improve the
energy security of the Baltic States. These initiatives focus especially on connecting the
isolated north of Europe (Baltic States and Finland) to the rest of the EU. According to the
final report of the High Level Group (HLG) - chaired by the Commission on "Baltic
Interconnections" – the “three priority objectives of the EU's energy policy competitiveness,
security of supply and sustainability can only be achieved through a well-interconnected and
well-functioning internal energy market backed up by coordinated action by Member States to
enhance their solidarity (Baltic Energy Market Interconnection Plan - Final report, 2009, p.1,
emphasis added). Particularly worth mentioning are the following initiatives: The creation of
a single energy market for gas and electricity until 2014 and within that initiative the “Third
Energy Package”, the “20-20-20 by 2020” agenda (or European Energy 2020 strategy), the
“Baltic Energy Market Interconnection Plan” (BEMIP) and the “Baltic Sea Region Energy
Cooperation” (BASREC).
Achieving a single market for gas and electricity
As the website of the Commission proclaims, “the EU aims to fully integrate national energy
markets by 2014, to give consumers and businesses more and better products and services,
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The European Commission co-finances regional projects only once agreement exists among the participating
countries.
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more competition, and more secure supplies.“ 5 Russia as monopolist supplier has great
geopolitical leverage on the countries mainly depending on its oil and gas. The idea of
creating a single market for gas and electricity is that market forces can improve energy
security by countering such monopolist pressure.
The Third Energy Package plays a crucial part in achieving the single market. This collection
of regulations was passed in 2009 and aims at completing a unified European energy market
by mandating the Member States to adopt these regulations in their national policies. Some
aims of the directives are: unbundling natural gas transit and distribution networks to reduce
the monopoly power of energy companies (both Russian and European); diversifying sources
of gas supply and to connect European gas grids; expanding gas trading hubs and integrating
gas storage facilities into gas trading hubs; and connecting Baltic electricity networks with
those of Nordic countries and Poland (Bryza, 2012; Bryza and Tuohy, 2013). Whereas the
part of the infrastructure is dealt with by initiatives such as the BEMIP, unbundling gas
networks and bringing spot market pricing to the countries can be only achieved through
legislation in the respective countries. Monopolist and regulated energy markets shall fade
and give way to energy markets based on competitive prices. However, this goal is far from
being reached in 2014, as Bryza and Tuohy point out (2013).
European Energy 2020 strategy
The “European Energy 2020 strategy”, part of the “Europe 2020” agenda approved in 2010,
can be seen in the light of improving energy security. There are three headline targets to be
achieved by 2020 (often referred to as "20 20 20 by 2020"): to reduce CO2 emissions by 20%
compared to 1990 levels, to raise the share of renewable sources as part of the overall EU
energy mix to 20% and to increase energy efficiency by 20%. These goals are also at the core
of the Europe 2020 strategy for smart, sustainable and inclusive growth.
Regarding energy security, the role of renewable energies is crucial, in order to reduce energy
dependence and maintain affordable prices. The efficiency part is also very important, both
regarding more efficient production of energy and curbing consumption. The Baltic States are
on a very good way to achieve the goal of 20% renewables of the total energy mix or are even
exceeding the target. Estonia, for example, wants to invest further in wind energy to become
the third biggest wind energy producer in Europe, only after Germany and Denmark.
Moreover, small co-generation facilities might be a solution. Combined Heat and Power
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website on the Single market for gas and electricity, available at
http://ec.europa.eu/energy/gas_electricity/index_en.htm
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plants (CHP) can produce both electricity and heat, thereby increasing the efficiency of the
plants and ensuring a decentralized provision of energy. In the case of Estonia, wood pellets,
biogas and biofuel can be used to fuel these plants. This can be seen as a positive shift away
from oil shale energy production as it is much more environmentally friendly and also
complies with the standards of the European Union. Latvia is already using hydro power
plants (HPP) for electricity generation. The coasts could be used more effectively for wind
power plants. However, heat production remains an issue. Lithuania is thinking of building a
new nuclear power plant to ensure independence regarding the production of electricity. Its
renewable energy share remains the lowest of the three.
The Baltic Energy Market Interconnection Plan (BEMIP)
According to Merle Maigre, the BEMIP is “the EU’s most significant achievement to be
generally recognised by all Baltic energy policy stakeholders” (Maigre, 2010, p.7). This
initiative was created in 2009, when eight Baltic Sea Member States signed a Memorandum
of Understanding (MoU) on the BEMIP, and is one of the six priority infrastructure projects
under the EU Energy Security and Solidarity Plan. It focuses on diversification of energy
supply in the Baltic Sea Region and aims at connecting the different Baltic Sea Region
countries. Therefore, it looks at concrete measures to connect Estonia, Latvia and Lithuania to
wider European energy networks. The plan focuses both on electricity and gas connections.
According to Maigre, “the logic driving this plan is that an interconnected internal EU energy
market and a proper working system of energy solidarity would increase the energy supply
security of all Member States” (Maigre, 2010, p.7). Some of the concrete measures proposed
in the final report of the High Level Group in 2009 include: building a Gas Interconnection
Poland-Lithuania (GIPL) pipeline in order to help the Baltics diversify their sources of natural
gas supply; a gas pipeline connecting Estonia and Finland (BalticConnector) for the same
reason; building a liquefied natural gas (LNG) terminal in Finland or Estonia; building or
upgrading gas storage facilities in Latvia and Lithuania; building electricity bridges between
Estonia and Finland (Estlink1 and Estlink2), connecting Lithuania with Poland (LitPol) and
with Sweden (NordBalt); modernizing the electricity grid; and integrating the Baltic countries
into the Nord Pool Spot AS – the biggest trading hub for electricity in Europe – thereby
allowing for deregulation of the Baltic electricity markets. However, things proceed very
slowly. Bryza and Tuohy (2013) note that most projects are only in the proposed or projected
phase and only few have been completed. One of them is Estlink1, which is in operation since
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2007 and was the first step to connect Estonia to the European energy market. Estlink2 is
following suit.
Baltic Sea Region Energy Cooperation (BASREC)
The Baltic Sea Region Energy Cooperation is an initiative created in 1998 within the Council
of the Baltic Sea States (CBSS). It covers the issues of energy and energy-related climate
policy in the region. Whereas it has proved to be a good multilateral forum to talk about
energy issues with Russia, real progress has not been made. One of the visible outcomes was
the “Declaration on Energy Security” in a CBSS meeting in 2012, stating that the CBSS
would support the development of competitive, efficient and well-functioning energy markets
to promote sustainable growth, security and prosperity in the region. Furthermore, energy
efficiency and renewable energy measures as well as cleantech solutions would be at the heart
of such an approach.

Results – energy security of the Baltic States
When one looks at the numbers, only Estonia has decreased its energy dependency
significantly, whereas Latvia has only achieved a slight improvement and Lithuania is more
dependent than ever before (see annex for graph). Already being the least dependent on
Russian supply in the 1990s, Estonia has reached a share of about 11% of dependence on
foreign supply. Latvia has maintained the level around 60%, with many ups and downs, and
still is one of the most dependent countries of the European Union, considering the lack of
diversification, that is supply from another country than Russia. Lithuania, after the oil cut-off
incident of 2006, had lowered its dependency to around 50% in 2009. However, since the
closure of Ignalina Nuclear Power Plant, Lithuania is more dependent than ever before,
reaching a dependency rate of over 80%. This explains the special focus of the Lithuanian
Presidency of the Council of the European Union on energy security.
In short, the role of the European Union in increasing the energy security is to provide
financial assistance through the different initiatives and platforms (BEMIP, BASREC among
others), coordinate regional projects and therefore connect the isolated Baltic States to a
unified European gas and electricity market, where market forces determine the prices of
energy for the consumer (Bryza and Tuohy, 2013). The European Union has had an overall
positive impact through the aforementioned initiatives. However, negative impacts in the
short term were higher environmental standards, which caused energy security to decrease,
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and the construction of Nord Stream, a collaboration of big EU member states – especially
Germany with Russia – without consulting the Baltic countries and bypassing them as a
transition country.

Outlook: tackling the energy security issue in the next decade –
challenges ahead
In the previous chapter, the energy security situation since accession to the EU has been
analysed. This chapter tries to give some forecasts about the energy security situation in the
Baltic States in the next decade. The domestic production of energy, with the exception of
Estonia, is very limited and the countries keep relying on foreign supply from Russia. That is
why energy will still play a significant role in the foreign policy of the Baltic countries. Most
of the initiatives of the European Union presented in the previous chapter have not yet been
completed. Therefore, these important energy infrastructure and regulatory projects have to be
implemented in order to augment energy security in the future.
The Lithuanian Presidency of the Council of the European Union can be seen in this light. In
the “Focus Europe” document, Lithuania reveals its objectives for the Presidency that it holds
from 1st July 2013 to 31st of December 2013. One of the priorities is to enhance energy
security in the EU. According to the document, the European internal energy market shall be
completed by 2014 (Focus Europe, 2013). Furthermore, the Lithuanian Presidency wants to
work towards the goal of ensuring that no Member State of the EU remains isolated from the
EU energy networks after 2015. In order to connect the energy islands to the rest of Europe,
proposed infrastructure plans shall be pushed forward.
There are a number of infrastructure projects in planning which will determine the future
security of supply of the Baltic States and the degree of dependence on supplies from Russia.
Furthermore, they will determine to which extent the Baltic countries can be seen as
integrated into the European single energy market to be completed by 2014. Bryza and Tuohy
have made an important proposal. They argue that bringing spot market pricing for gas to the
Baltic States is critical for increased energy security (Bryza and Tuohy, 2013, pp.5-11). There
have been advancements in the electricity sector, but regarding gas, the Baltic States remain
highly dependent (Maigre, 2010). Therefore, hub-trading of natural gas could be the solution.
Diversification of supply by a number of infrastructure projects could bring prices down in
the long term. But for achieving liquid trading of natural gas, a network of supply, storage,
21

Energy security of the Baltic States

Till Jasper Weyers

transportation, and trading infrastructure is required. Bryza and Tuohy propose three specific
projects for that purpose: The first is the Gas Interconnection Poland-Lithuanian (GIPL)
pipeline project whose development should be boosted in order to gain access to the LNG
terminal in Poland and thereby diversifying supply. The second is modernization, expansion
and ownership restructuring of the Incukalns gas storage facility in Latvia and its pipeline
connection to Estonia. Gazprom´s ability to restrict the free flow of gas could thereby be
eliminated (Bryza and Tuohy, 2013, p.5). The third one is building a LNG terminal in
Estonia.
In any case, the biggest challenge will be the agreement of the three Baltic countries on
infrastructure projects. Due to competition amongst them to build infrastructure in their
countries, progress has been very slow and one might ask if energy security is not that
important to these countries after all. Bryza and Tuohy see the role of the EU mainly in
discouraging the “go it alone” approach of the Baltic countries and encourage them to
cooperate in order to achieve better energy security.
Efficiency is one of the most important elements of future energy security. As Yergin
describes in his most recent book, efficiency can be seen as the “fifth fuel” (Yergin, 2012).
Europe’s 20-20-20 goals include this dimension, stating that efficiency should be improved
by 20%. Although it will require a lot of investment, this move could pay off, as it curbs
demand and therefore decreases the need of foreign energy supply. The renewables will play
their part as well. As already stated before, biomass and other renewable fuels can be used to
power Combined Heat and Power (CHP) plants which will increase domestic energy
production and decrease dependence.

Conclusion
This paper has tried to answer the question if the European Union has helped to ensure energy
security of the Baltic States until now and can do so in the future.
The Baltic States are still highly dependent on foreign supply from Russia. Whereas Estonia
is quite independent in its electricity generation, both Lithuania and Latvia are very
vulnerable to disruptions because they rely on gas for its electricity generation. Membership
of the European Union has seemingly reduced energy security in the short term. This is due to
the requirements of higher environmental standards for power plants and the consequent
necessity to phase out or upgrade national energy generation facilities. Estonia has managed
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to upgrade their oil shale plants and will be able to operate them in the future. Lithuania,
however, had to close its nuclear power plant in 2009 and is more dependent than ever before.
Despite the negative short term impacts, membership in the European Union has had and will
probably have more positive effects on the energy security of the Baltic States in the long
term. Diversification is the key word. Crucial are the integration of Baltic energy markets into
the European energy market, connection to other member states of the EU and subsidized
infrastructure projects such as the construction of a LNG terminal in one of the Baltic states,
the building of a new nuclear power plant (NPP) in Ignalina (Lithuania) and electricity and
gas pipeline connections between Estonia and Finland and also between Lithuania and
Sweden/Poland. The European Union provides funding for these infrastructure projects,
which is essential for their success, as the countries are not able to finance them on their own.
The biggest challenge for the Baltic States will be reaching consensus on these infrastructure
projects. Due to competition amongst them, progress is very slow and one might ask if energy
security is not that important to these countries after all. It remains to be seen if the Baltic
States can come to a pragmatic agreement in order to reduce energy dependence in the next
decade. Working with the European Union will have to be at the centre of Baltic energy
policy in order to overcome their energy dependence dilemma.
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Annex
I) Evolution of total energy dependence – Estonia, Latvia, Lithuania and EU-27

Source of Data: Eurostat
Source: data from Eurostat
Last update: 14.06.2013
http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdcc310&plugin=1
Date of extraction: 15 Jun 2013 17:11:22 MEST

II) Evolution of dependence on natural gas – Estonia, Latvia, Lithuania, EU-27
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Eurostat - Tables, Graphs and Maps Interface (TGM)

Source of Data: Eurostat

Source: data from Eurostat
Last update: 14.06.2013

http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdcc310&plugin=1
Date of extraction: 15 Jun 2013 17:14:18 MEST

III) Evolution of Gross inland consumption of energy – Estonia, Latvia and
Lithuania

Source of Data: Eurostat
Last update: 14.06.2013
Date of extraction: 15 Jun 2013 20:53:43 MEST
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III) Baltic States electricity infrastructure
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Source: International Centre for Defence Studies, 2013. Baltic Energy Interconnections Maps. Tallin:
International Centre for Defence Studies, accessed on
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IV) Baltic States oil and gas infrastructure
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