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Natural gas is a top key fuel that the European 
Union uses to ensure energy security. 
Respective gas markets are, however, different 

throughout the bloc, thus revealing the idea of “two-
speed Europe”. Western European countries, equally 
referred to as “old” EU states, enjoy highly-developed 
energy infrastructure, while their Central and Eastern 
European peers, which joined the club not so long 
ago, are now facing a pressing need to expand their 
transmission systems. These were long disregarded 
as the countries belonged to what is known as 
the Soviet-dominated Eastern bloc in the Cold War 
era. Cross-regional gaps pertain also to gas prices 
and market competitiveness. Therefore, Central 
and Eastern European nations need to take their gas 
flows from elsewhere and create new interconnectors. 
Europe receives most of its gaseous fuels from 
the East, chiefly from Russia. Countries like Poland, 
Hungary, the Czech Republic, Slovakia, or the Baltic 
States are able to meet their gas demand through 
imports from Russia. Suffice it to add that gas flows 
prevail in their domestic energy mixes. 

Their energy reliance on Moscow brings a number 
of problems, both economic and political ones, 
with inflated gas prices, dependence on the single 
supplier and the one side’s ability to exert influence 
on the other’s internal policy. Central and Eastern 
European Countries are now making efforts 
to implement some energy projects meant to improve 
their overall situation and make them independent 
of Russia as their sole supplier. These include 
the Klaipeda and Swinoujscie liquefied natural gas 
(LNG) terminals, the floating storage regasification 
unit (FSRU) in Gdansk – alongside many other 
initiatives that allow buying LNG flows from all 
over the world – as well as the Balticconnector gas 
pipeline, the Gas Interconnection Poland–Lithuania, 
the Baltic Pipe, the North-South Gas Corridor, 
and the Southern Gas Corridor. They are all aimed 
at boosting infrastructure and diversifying natural gas 
suppliers, thereby ensuring security of energy supply 
in the European Union.

INTRODUCTION
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ENERGY POLICY  
IN THE EUROPEAN UNION

1

According to the Energy Union (2015), the five 
main aims of the EU’s energy policy are 
to ensure the functioning of the internal energy 

market and the interconnection of energy networks, 
ensure security of energy supply in the EU, promote 
energy efficiency and energy saving, decarbonise 
the economy and move towards a low-carbon economy 
in line with the Paris Agreement, as well as to promote 
the development of new and renewable forms 
of energy to better align and integrate climate change 
goals into the new market design1. Most of these 
refer to natural gas that is still a key energy source 
in the European Union while its role as the transition 
fuel is likely to grow soon in line with the EU climate 
policy and the ensuing changes in the European 
energy mix. The current policy agenda is driven by 
the comprehensive integrated climate and energy 

policy adopted by the European Council on October 24, 
2014, which sets out to achieve some related goals by 
2030. First, EU member states commited themselves 
to reducing by at least 40 percent their greenhouse gas 
emissions compared to 1990 levels, increasing the share 
of renewable energies in total energy consumption 
to 27 percent, boosting their energy efficiency by  
20 percent, though with a view to achieving 30 percent, 
and to interconnecting at least 15 percent of the EU’s 
electricity systems2. In line with the commitments 
made by the EU under the Paris Agreement to reduce 
greenhouse gas emissions by at least 40 percent 
by 2030 compared to 1990, European Commission 
President Ursula von der Leyen proposed a “European 
Green Deal,” Europe’s new growth strategy, which 
seeks to transform the European Union (EU) into 
a climate-neutral economy by 2050. According 

1 https://www.europarl.europa.eu/factsheets/pl/sheet/68/polityka-energetyczna-zasady-ogolne
2 https://www.europarl.europa.eu/factsheets/pl/sheet/68/polityka-energetyczna-zasady-ogolne
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to the Commission’s newest proposal, carbon emissions 
would have to be reduced by at least 50 percent. 
In it, natural gas will play a critical role in helping 
the European Union reach the goal3. With the EU’s 
stern moving away from coal and nuclear-based 
energy – the latter of which is widely used in Germany, 
or the bloc’s biggest state – gas will serve as 
the transition fuel before EU nations will reach the EU-
wide target of 32 percent for the share of renewable 
energy sources by 2030, as set out in the December 
2018 energy4 directive. The European Commission 
is working on what they named “gas package”, 
later rebranded the “gas decarbonisation package” 
or simply the “decarbonisation package.” According 
to the Commission’s director for the internal energy 

market, Klaus-Dieter Borchardt, the primary purpose 
of the package is to create Europe’s first regulatory 
framework for “green” gas that is to say either 
renewable or decarbonised. Global Carbon Project, 
an international energy-related research initiative, said 
in a report that rising natural gas use in 2019 increased 
the world’s carbon dioxide emissions. Rob Jackson, 
a professor at Stanford University and research fellow 
at the Global Carbon Project, said natural gas usage 
has surged, with an attendant 2.6 percent increase 
in carbon dioxide emissions for 2019. In fact, rising 
natural gas use accounts for 60 percent of fossil 
emissions growth in recent years5. This is why Brussels 
has unanimously agreed to follow a carbon-free gas 
in order to curb its greenhouse gas emissions.

3 https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/european-energy-diversification-how-alternative-sources-and-
routes-can-bolster-energy-security-and-decarbonization/

4 https://www.euractiv.com/section/energy-environment/news/eu-rethinks-future-gas-strategy-in-light-of-european-green-deal/
5 https://www.cire.pl/item,193734,2,0,0,0,0,0,120-mld-euro-na-inwestycje-gazowe-w-europie.html
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NATURAL GAS  
IN THE EUROPEAN UNION

2

Natural gas represents roughly a quarter 
of the EU’s gross inland consumption. About 
26 percent of that gas is used in the power 

generation sector, and around 23 percent in industry. 
The rest is used in the residential and services sectors, 
mainly for heat in buildings. The EU’s gas demand 
is around 480 billion cubic metres (bcm) and, based 
on current policies, is projected to remain relatively 
stable in the coming years6. Though Europe’s share 
of global gas consumption has also fallen, from just 
under 21 percent in 2008 to 14 percent7 in 2018, 
this trend has lost momentum over the past few 
years. In 2018, gross inland consumption of natural 
gas in the EU decreased by 2.4 percent compared 
with 2017, but remained higher than between 2013 
and 20168. Germany is the largest consumer of natural 
gas in Europe. In 2018, it consumed 88.3 bcm of gas, 
according to British Petroleum calculations. Slightly 
less consumed countries like the United Kingdom (78.9 
bcm) and Italy (69.2 bcm)9. Also France is Europe’s 
big gas market, with 42.7 bcm consumed back in 2018. 
The Netherlands and Spain consumed slightly less 
(35.7 bcm and 31.5 bcm respectively)10. While the EU’s 
whole energy consumption should remain relatively 
stable over the next three decades, the International 
Energy Agency said in a report that the bloc’s 
electricity demand will grow stronger, by some 
12–26 percent by 2040. In order to meet its growing 
demands, the European Union should make greater 
use of natural gas, clean energy and new technologies. 
Natural gas should push coal out of the energy market 
as part of the EU’s decarbonisation efforts. In this, 
liquefied natural gas should serve a tremendous role. 

According to the IEA’s World Energy Outlook 2019, 
although European natural gas absolute consumption 
is projected to fall to between 380 and 557 bcm 
in 2040, gas is forecast to gain market share11. 

While gas demand should not change, though slight 
fluctuations on and off are possible, gas flows will 
gain in importance amidst dropping production within 
the European Union. Less than 30 percent of the EU’s 
gas needs are currently met by domestic production. 
The rest is imported, mainly from Russia (43 percent), 
Norway (33 percent), and Algeria (9 percent). The 2018 
data do not cover LNG import figures that have seen 
systematic growth in recent years. Liquefied natural 
gas imports made up 14 percent of total extra-EU 
gas imports as of 201812. EU natural gas production 
followed its decreasing trend, falling by 8.1 percent 
in 2018 compared with 2017. This was chiefly due 
to the fact that the two main EU natural gas producers, 
the Netherlands and the United Kingdom, registered 
drops in production of -14.5 percent and -3.2 percent 
respectively13. In 2018, the United Kingdom was 
the bloc’s biggest gas producer (40 bcm), but after 
it quit the European Union, the Netherlands took 
the lead, with its 32.3 bcm of gas as of 2018. Among 
Europe’s smaller gas producers are also Romania 
(9.5 bcm), Germany (5.5 bcm), Italy (5.2 bcm), 
Denmark (4.3 bcm), and Poland (4 bcm)14. In its 
Analysis and Forecast to 2024 report, the IEA said 
that “the Groningen phase-out in the Netherlands 
and declining production in the North Sea will create 
an extra gap of 50 bcm per year15.” Five years ago, thus 
in its heyday, the major European field used to provide 

6 https://ec.europa.eu/energy/en/topics/oil-gas-and-coal/liquefied-natural-gas-lng
7 http://www.eiu.com/industry/article/968515280/lng-in-europe-energy-disrupted/2019-10-03
8 https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Natural_gas_supply_statistics&oldid=447636
9 https://www.energetyka24.com/polski-rynek-gazu-na-tle-europy-analiza
10 https://www.energetyka24.com/polski-rynek-gazu-na-tle-europy-analiza
11 https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/european-energy-diversification-how-alternative-sources-and-

routes-can-bolster-energy-security-and-decarbonization/
12 https://ec.europa.eu/energy/en/topics/oil-gas-and-coal/liquefied-natural-gas-lng
13 https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Natural_gas_supply_statistics&oldid=447636
14 https://www.energetyka24.com/polski-rynek-gazu-na-tle-europy-analiza
15 https://www.iea.org/reports/market-report-series-gas-2019
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53 billion bcm per year. But the Dutch government 
imposed output curbs, from 21.6 bcm to 19.4 bcm 
per year. Annual natural gas production from 
the Groningen field will fall to 12 bcm by 2022 and be 
eventually phased out by 203016. Hence, there is no 
other solution that to boost gas imports. Throughout 
2018, an estimated 320.6 bcm of gas reached Europe, 
of which 250 bcm via pipelines, while the rest was 
delivered as liquefied natural gas17. As of 2018, total 
EU imports of natural gas increased by 0.8 percent. 
Compared with 2017 levels, the most significant boost 
was observed in Romania (+27.2 percent), followed by 
Malta (+26 percent), Ireland (+23.4 percent), the Czech 
Republic (+13.6 percent), Finland (+11.1 percent), 
the Netherlands (+10.2 percent), Latvia (+6.6 percent), 
and Germany (+5.8 percent). In 2018, as regards 
the origin of imports, Norway was the source of most 
of the natural gas entering the bloc, followed by 
Russia, Ukraine, and Belarus. Denmark is Europe’s sole 
gas net exporter, exporting more than it gets from 
the outside18. In 2018, the Netherlands became a net19 
importer for the first time since 1963. 

Also, around 100 bcm of long-term contracts will expire 
by 2025. Also, gas consumption will grow – at least 
in the near term – as coal and nuclear plants are retired. 
The EU will have to seek additional imports by 2025 
to cover up to one-third of its anticipated consumption, 
according to the IEA20‘s forecasts.

Security of energy supplies is central to gas imports 
through the European Union. The political aspect 
should not be underestimated. It was only recently 
that the European Union took this into account, with 
the Russian-Ukrainian gas crisis (January 1–4, 2006) 
when Gazprom charged Kyiv some $230 for 1,000 
cubic meters of gas, which was a massive hike from 
$50 sometime before. As Ukraine clashed with Russia 
amidst whopping energy prices, Gazprom cut off 
supplies, which boiled down to a halt in gas flows 
further to the European Union as Ukraine serves 
a top gas transit country between Russia and Europe. 
The acute gas squabble – the first in these two’s ties, 
albeit not the last one – prompted EU officials to take 
action to solidify the bloc’s energy security. 

16 https://teknoblog.ru/2020/02/19/104098
17 https://www.energetyka24.com/polski-rynek-gazu-na-tle-europy-analiza
18 https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Natural_gas_supply_statistics&oldid=447636
19 https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Natural_gas_supply_statistics&oldid=447636
20 https://www.iea.org/commentaries/a-long-term-view-of-natural-gas-security-in-the-european-union
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In response, Poland pushed forward the European 
Energy Security Treaty whose chief aim was 
to clarify some energy issues so as to set out a batch 
of appropriate mechanisms under which one country 
could be committed to bring assistance to another 
should any gas-related crisis occur. But the European 
Commission took adequate steps to ensure the EU’s 
energy security after the second gas spat took place. 
In January 2009, an energy dispute pitted both 
Russia and Ukraine, and hinted the former to stop 
gas supplies to the Balkans and Central Europe. 

Therefore, the European Union was in a rush to respond 
and adopted the Regulation (EU) No 994/2010 
of the European Parliament and of the Council  
of 20 October 2010 concerning measures to safeguard 
security of gas supply. In line with it, the diversification 
of gas routes and of sources of supply for the European 
Union is essential for improving energy security.  
Also, it exerted a tremendous impact on installing 
equipment allowing physical bidirectional gas flows 
on pipelines throughout Europe.
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With an increased gas import comes the development 
of adequate transmission infrastructure, alongside 
new gas pipelines and liquefied natural gas facilities. 
Published in early 2020, a new report from Global 
Energy Monitor showed that EU nations are looking 
to invest roughly €120 billion in private and public 
funds in gas-fired power plants, LNG import facilities 
and gas pipelines running from Russia, Turkmenistan, 
and Israel. Furthermore, building the entire gas 
infrastructure would add some 30 percent to the EU’s 
current gas import capacity. Companies are proposing 
to build gas infrastructure that would add 233 
bcm per year to the EU’s import capacity, with 138 
bcm per year from pipelines and 95 bcm per year 
from LNG import terminals. Of that 233 bcm,  
75 bcm per year of pipeline capacity and 9 bcm per 
year of LNG import capacity are now being under 
construction21. Approval as Projects of Common 
Interest also enables the projects to receive loans 
from the European Investment Bank (EIB), even 
after its recently announced withdrawal from 
almost all fossil-fuel lending by the end of 2021. 
Building all the gas infrastructure currently in pre-
construction or construction would add more than 
30 percent to the EU’s current gas import capacity 
of 707 bcm per year. €117 billion in new EU gas 
projects is in development, including €52 billion for 
gas pipelines, €12 billion for LNG import terminals, 
and €53 billion for gas-fired power stations22.  
Current limits to European production capacity 
and import infrastructure (with over half of pipelines 
operating at monthly peaks above 80 percent) 
may bring negative consequences to the market 
over the coming years23. The bloc’s gas import 
capacities are roughly twice as high as its domestic 
consumption. The EU’s gas-fired power facilities 
produce no more than one third of the electricity that 
they could actually produce from their capacity24. 
Although EU gas imports rose in recent years, 

their levels are still well below the current capacity 
of pipelines and LNG terminals. In 2019, EU countries 
had the capacity to import 707 bcm of gas per year, 
with 503 bcm per year, or 70 percent, from pipelines, 
and 204 bcm per year, or 30 percent, from LNG 
import terminals. The utilization rate in 2018 was 60 
percent, with 40 percent spare capacity. Therefore, 
the EU already has the capacity to import much more 
gas than it consumes today25. Russia was the largest 
supplier of natural gas to the EU, both in 2018 
and 2019 (40.5 percent of total extra-EU imports 
in 2018, and 39.4 percent in the first half of 2019); 
followed by Norway (35.1 percent in 2018, and 29.6 
in the first half of 2019) and, at some distance Algeria 
(11.2 percent and 11 percent respectively), Qatar (5.4 
percent and 7.2 percent) and Nigeria (3 percent 
and 4.1 percent). The global share of all the other 
countries exporting natural gas to the EU was 4.8 
percent in 2018 and 8.8 percent in 201926.  
The increase comes from bigger LNG supply volumes 
from the United States. It is enough to take a brief 
look into the EU’s import structure in individual 
countries to notice large gaps between Western 
and Eastern Europe, and between Scandinavia 
and the Balkans. First, Western European nations 
have a far more diversified network of external 
energy suppliers. Secondly, they enjoy a vast network 
of liquefied natural gas import facilities and related 
infrastructure. Thirdly, they have bigger domestic 
output. Fourthly, as outlined in previous surveys, these 
countries have incomparably greater energy security 
than their fellow EU members in Northern,  
Central and Southeastern Europe.

21 https://globalenergymonitor.org/wp-content/uploads/2020/01/Gas_at_a_Crossroads_EU.pdf
22 https://globalenergymonitor.org/wp-content/uploads/2020/01/Gas_at_a_Crossroads_EU.pdf
23 https://www.iea.org/commentaries/a-long-term-view-of-natural-gas-security-in-the-european-union
24 https://www.cire.pl/item,193734,2,0,0,0,0,0,120-mld-euro-na-inwestycje-gazowe-w-europie.html
25 https://globalenergymonitor.org/wp-content/uploads/2020/01/Gas_at_a_Crossroads_EU.pdf
26 https://ec.europa.eu/eurostat/statistics-explained/index.php?title= 

File:Extra-EU_imports_of_natural_gas_from_main_trading_partners,_2018_and_first_semester_2019.png
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In addition to British and Dutch gas output, Western 
European nations can count on both direct and secure 
gas supplies from Norway, or the second-biggest 

gas producer in Europe only to Russia (120 bcm per 
year), as well as LNG and natural gas flows from 
the Mediterranean. Launched in 2008, the Union for 
the Mediterranean promotes economic integration 
and cooperation amongst the 41 countries in the region, 
including all EU countries. For energy, the goal 
is to create an integrated Mediterranean energy 
market, and to promote renewables and energy 
efficiency. To achieve this, three platforms have been 
set up to cover the priority areas, including gas27. 
A Mediterranean gas hub in Southern Europe will help 
the bloc diversify its gas supply routes and sources. 
To this end, the EU is engaged in an active energy 
dialogue at political level with North African and Eastern 
Mediterranean partners. In particular, the bloc is setting 
eyes on Algeria and its massive gas potential as well 
as the newly discovered gas fields in the Eastern 
Mediterranean. Because of their significant offshore gas 
reserves, Israel, Egypt and Cyprus could turn the Eastern 
Mediterranean region into a strategic partner for the EU 
in its effort to diversify its gas supply routes. There are 
several options to bring natural gas from the region 
to the EU and the world market, either by pipeline 
or as LNG. Notably, there are two Projects of Common 
Interest (PCIs) in gas involving the Cyprus East Med 
Pipeline and Cyprus Gas2EU LNG terminal28. Algeria 
is the third biggest supplier of gas to the EU, and the EU 
is the biggest importer of Algerian gas. Europe relies 
on Algerian gas for its security of supply and Algeria 
depends on the European market for its security 
of demand. Their tight interdependence led these two 
to the strategic partnership on energy, launched back 
in 2015. Egypt comes second as the EU’s key strategic 
partner in the Mediterranean. In 2018, the European 
Union and Egypt inked a new Memorandum 
of Understanding on a strategic energy partnership. 

The document focuses on six priority issues, including 
further assistance to the oil and gas sector29.  
Libya is Africa’s fourth-biggest gas holder while its 
flows reach solely the Italian market. In 2019, Libyan gas 
exports to Italy totalled 5.4 bcm, representing around  
8 percent of Italy’s total gas consumption.  
Since 2004, gas flows have been regular through 
the Green Stream energy pipeline linking the Mellitah 
gas complex with Sicily. Libya’s civil war hit a blow 
to the country’s gas production. In 2010, thus before 
the overthrow of Moammar Qadhafi, Libyan gas output 
totaled 16 bcm, while it hit roughly 9.8 bcm in 2018. 
Flows via the Green Stream pipeline have by no means 
been affected by militant activity near the Mellitah gas 
complex30.

Russia remains the top gas supplier to the European 
Union and, according to the IEA’s forecasts, is still 
projected to account for around one-third of the EU’s 
supply requirements through to 2040, therefore 
meeting about one third of the bloc’s import needs31. 
Some available surveys for 2017 and 2018 unveil 
Russia’s significance for the EU gas supply market. 
The Russian Federation sends a whole of 231 bcm 
of natural gas, of which 192 bcm flow towards Europe. 
In 2017, Russia’s energy major Gazprom delivered 
a total of 192.2 bcm of natural gas to Europe, 
mostly to its western regions (81 percent), while 
the remaining 19 percent of energy flows went 
to Central Europe. Suffice it to say that the lion’s 
share of Russian-sourced gas is dispatched to both 
Western Europe and Turkey. Back in 2017, Gazprom’s 
exporting arm, Gazprom Export, pumped 155.96 
bcm of gas to those markets that have long been 
collectively referred to as Western Europe and Turkey 
in the company’s in-house statistics. If to take into 
account the percentage share of individual countries 
in their gas imports from Gazprom, Germany has 
the lead as the biggest importer of Russian-sourced 

27 https://ec.europa.eu/energy/en/topics/international-cooperation/key-partner-countries-and-regions/neighbourhood-south
28 https://ec.europa.eu/energy/en/topics/energy-security/diversification-of-gas-supply-sources-and-routes
29 https://ec.europa.eu/energy/en/topics/international-cooperation/key-partner-countries-and-regions/neighbourhood-south
30 https://www.spglobal.com/platts/en/market-insights/latest-news/natural-gas/ 

012120-libyan-gas-exports-to-italy-unaffected-so-far-by-oil-blockade
31 https://www.iea.org/commentaries/a-long-term-view-of-natural-gas-security-in-the-european-union
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gas, accounting for 28 percent of the country’s whole 
energy export numbers. Turkey came in second, with 
more than 15 percent of energy purchased, followed 
by Italy (12 percent), the United Kingdom (8.5 
percent), France (6.4 percent), Austria (4.7 percent), 
the Netherlands (2.4 percent), Greece (1.5 percent), 
Finland (1.2 percent), Denmark (0.9 percent), 
and Switzerland (0.2 percent). In 2017, Gazprom 
sent over 36.3 bcm of natural gas to the Eastern 
and Central European markets.  
Of all Central and Eastern European countries, Poland 
received most of Russian gas (5.4 percent), followed 
by the Czech Republic and Hungary (3 percent), 
Slovakia (2.4 percent), Bulgaria (1.7 percent), Serbia 
and Croatia (1.1. percent), Romania (0.6 percent), 
Slovenia (0.3 percent), Bosnia and Herzegovina (0.1 
percent), and Macedonia (0.03 percent). A relatively 
scarce amount went to the Visegrad Group countries, 
but these are almost fully reliant on Russian gas 
flows, with roughly 50 percent of gas coming from 
the sole supplier. Just to compare, in 2012, this 
was as much as 88 percent, thus well before a shift 
occurred in their supply routes, with the opening 
of the Swinoujscie LNG terminal. With a handling 
capacity of 5 bcm, the facility is able to receive LNG 
cargos from the United States, Qatar, and Norway. 
Of the V4 countries, the Czech Republic is most 
reliant on Russian-originated energy, importing 
88 percent. For its part, Hungary gets 44 percent 
of its whole energy imports from Russia. Suffice 
it to add there that an additional 26 percent of gas 
in the country’s energy balance comes from Ukraine 
that imports it solely from Russia. Therefore, it is not 
too much to insist that Budapest gets 70 percent 
of its gas imports from a Russian major. Poland 
received 59 percent of its gas from Russia. Last, but 
not least, Slovakia took 40 percent of Russian gas. 
In 2018, Gazprom supplied a total of 200.8 bcm of gas 
to European countries. While Western European states 
and Turkey received 81 percent of energy, or 162.39 
bcm of gas, the remaining 19 percent, or 38.38 bcm, 
went to Central and Eastern as well as Southeastern 
European nations. The largest importers are Germany 
(58.5 bcm), Turkey (23.96 bcm), Italy (22.77 bcm), 
United Kingdom (14.26 bcm), and France (12.92 bcm). 

Other gas recipients include countries of the “far 
abroad”: Austria (12.31 bcm), the Netherlands  
(7.88 bcm), Greece (3.28 bcm), Finland (2.62 
bcm), Belgium (1.77 bcm), Denmark (1.72 bcm), 
and Switzerland (0.38 bcm). In Central Europe, 
these are the Visegrad Group countries that import 
most Russian-sourced energy: Poland (9.86 bcm), 
Hungary (7.41 bcm), the Czech Republic (6.49 bcm), 
and Slovakia (5.08 bcm). In 2018, the following 
Balkan countries received Russian energy: Bulgaria 
(3.17 bcm), Serbia (2.15 bcm), Croatia (2.04 bcm), 
Romania (1.32 bcm), Slovenia (0.46 bcm), Bosnia 
and Herzegovina (0.24 bcm), and North Macedonia 
(0.16 bcm)32. By keeping its dominant position 
in supplying piped gas to Europe and by increasing 
its LNG output, Russia is making efforts to irk other 
suppliers and enter competitive European markets. 
What may be risky for the EU’s gas security is Russia’s 
increasing appetite for seizing gas sectors across 
the Middle East and North Africa. Basically these 
compete with Russia on the EU gas market yet 
Moscow is seeking to cooperate with them through 
a set of agreements and joint projects. In Egypt, 
Russia bought a 30 percent stake in the so-called 
Zohr field from the Italian energy group Eni in 2016. 
Similarly, underwater gas discoveries off Lebanon 
have attracted Russia’s interest. Russia’s Novatek 
purchased a 20 percent stake in a venture where 
France’s Total and Italy’s Eni had a 40 percent 
share each. Russia has also made moves to control 
both the oil and gas sector in Syria, though these 
are essentially out of the reach of the Damascus 
government. In Iraq, Russian energy majors left 
their footprint in Kurdistan, looking to export its gas 
through Turkey, and even Syria. In Libya, Moscow’s 
political support for General Haftar stems from 
since the latter’s control over most of the country’s 
oil production. In Algeria, Gazprom is conducting 
hydrocarbon explorations in the El Assel area33. 
Moscow could also join the gas game in the Eastern 
Mediterranean. In July 2019, Russian Energy Minister 
Alexander Novatek said Russian oil companies 
could roll out exploration in offshore Mediterranean 
in cooperation with Turkey.

32 http://www.gazpromexport.ru/statistics/
33 https://www.iemed.org/observatori/arees-danalisi/arxius-adjunts/anuari/med.2019/ 
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LNG IMPORT

4

What is an additional incentive for 
the EU to diversify its energy supplies 
is an increase in liquefied natural gas 

imports. The European Union is the world’s biggest gas 
importer. It is essential to diversify the bloc’s supplies 
as it boosts its members’ energy security and increases 
competitiveness. The EU’s efforts to ensure access 
to the liquefied natural gas market is a cornerstone 
of the strategy as laid out by the Energy Union. 
Western and Southern European countries have easy 
access to LNG flows as they own a number of LNG 
terminals. What is a tremendous advantage of the LNG 
sector is that it offers a wide range of suppliers 
worldwide, while the market itself is seeing rapid 
changes, with new players like the United States 
and Australia. In 2018, Europe’s biggest liquefied 
natural gas importers were Spain (15 bcm), followed 
by France (13.1 bcm) and Italy (7.3 bcm)34. The global 
liquefied gas market is becoming more flexible 
and competitive. Between 2017 and 2023, global 
liquefied natural gas trade is expected to grow by 
more than 100 bcm, from 391 to 505. The International 
Energy Agency expects liquefied natural gas imports 
to Europe to increase by almost 20 percent by 2040 
compared to 2016 levels. Natural gas plays a pivotal 
role in the EU energy system, also in the context 
of the clean energy transition. Also, LNG can contribute 
to the fight against climate change35. Liquefied natural 
gas is touted for its properties. For instance, burning 
LNG in power plants produces roughly 40 percent 
fewer greenhouse gas emissions compared with black 
coal. In 2018, thirteen EU member states imported 
a total of 62 bcm of LNG, or 11 percent more than one 
year earlier. In 2018, LNG imports made up 14 percent 
of total extra-EU gas imports. 

Still then, Spain was the EU’s largest LNG importer 
with 25 percent of total EU liquefied natural gas 
imports, followed by France (22 percent), Italy  
(14 percent) and the United Kingdom (11 percent). 

Hence, more than half of LNG imports is received by 
the EU’s three countries: Spain, France, and Italy that 
received altogether 61 percent back in 2018. These 
have a long coastline and more advanced LNG-related 
infrastructure for sea-going vessels36. Most of Europe’s 
liquefied natural gas is coming from Qatar (33 
percent), Nigeria (17 percent) and Algeria (13 percent). 
Qatar is currently by far the world’s largest supplier 
of LNG (at around 170 bcm). Other large (>20 bcm) 
suppliers include Australia, Nigeria, Malaysia, United 
States and Indonesia. Over the next few years LNG 
exports are set to increase drastically as new plants 
in the US and Australia come on stream37. The United 
States ramped up its liquefied natural gas shipments 
toward Europe following a July 2018 meeting between 
U.S. President Donald Trump and then European 
Commission President Jean-Claude Juncker, with 
the both sides having agreed to strengthen strategic 
cooperation on energy between the United States 
and the European Union. “The European Union wants 
to import more liquefied natural gas (LNG) from 
the United States to diversify its energy supply,” 
according to their joint statement. March 2019 saw 
a record high in U.S.-sourced LNG shipments. Back 
then, the EU received more than 1.4 bcm of liquefied 
natural gas, worth some €300 million. The bloc’s 
import figures went higher in November 2019. 
As of November 19, the European Union got roughly 
2.6 bcm of U.S.-sourced LNG, worth €400 million. Since 
2018, European companies have purchased over 8 bcm 
of American LNG. An increase in the U.S. domestic 
liquefied natural gas output, followed by the kickoff 
of energy shipments into the EU, bolstered its security 
of gas supplies. LNG is a pivotal part of the EU’s 
diversification strategy. The U.S. Energy Information 
Administration, or EIA, said in a report that the United 
States boosted its natural gas output by over 50 
percent between 2006 and 2018. In 2017, the country 
became a gas exporter. The global LNG trade rose 
dramatically, with export figures having grown 

34 https://www.energetyka24.com/polski-rynek-gazu-na-tle-europy-analiza
35 https://ec.europa.eu/energy/sites/ener/files/eu-us_lng_trade_folder.pdf
36 https://ec.europa.eu/energy/en/topics/oil-gas-and-coal/liquefied-natural-gas-lng
37 https://ec.europa.eu/energy/en/topics/oil-gas-and-coal/liquefied-natural-gas-lng
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by 90 percent, to 432 bcm, according to BP.  
This stands for 45 percent of the world’s total gas 
trade. Although Asian markets account for the bulk 
(about 75 percent) of this trade, the European energy 
market has also been somewhat affected. Between 
2006 and 2016, the EU’s import capacities grew by  
148 percent, according to the IEA, and Europe has 
sufficient potential to cover more than half of its  
annual gas demand38.

There are currently some 30 large-scale LNG import 
terminals in Europe, of which more than twenty are 
in EU states. Most of Europe’s LNG terminals are import 
facilities, with the exception of Norway and Russia 
that export LNG. Europe’s terminals show a balanced 
distribution along the continent’s coastline, with 
most of them situated in Northern and Southern 
Europe. The current LNG receiving countries in Europe 
are Belgium, the United Kingdom, France, Poland, 
Greece, the Netherlands, Italy, Lithuania, Malta, Turkey, 
Spain, and Portugal. Of all EU nations, Spain imports 
most liquefied natural gas. With seven LNG import 
terminals currently in operation, the country has 
more regasification capacity than any other European 
country. These facilities include Mugardos El-Ferrol, 

El Musel, Sagunto, Barcelona, Huelva, Cartagena, 
Bilbao, while the last three are to be expanded.  
Two new LNG terminals are currently under 
construction in the Canary Island (Arinaga and Tenerife 
LNG). France consumes 9.3 bcm of LNG, and it has 
a total combined capacity of 34.65 bcm. France has 
four operational large-scale onshore LNG import 
terminals: Fos Tonkin, Dunkerque, Fos Cavaou, Montoir 
de Bretagne, of which the last two are being expanded. 
The United Kingdom was the EU’s biggest LNG 
importer before it quit the bloc. Despite its large import 
capacity of 48.1 bcm, the country consumes no more 
than 6.17 bcm of fuel. The United Kingdom has three 
operational large-scale LNG terminals – Milford Haven-
South Hook, Milford Haven-Dragon, and Isle of Grain, 
the last of which is being developed. The fourth one, 
Teesside LNG, is being planned. Italy has three existing 
LNG facilities: Toscana Offshore, Panigaglia, and Porto 
Levante. The fourth one is planned in Port Empedocle, 
in Sicily. Also Sweden and Finland have two LNG 
facilities: in Lysekil and Nynäshamn, as well as in Tornio 
Manga and Tahkoluoto Pori, respectively. Finland 
is building two new facilities in Rauma and Hamina-
Kotka. Sweden is making efforts to construct its third 
terminal in Gothenburg. 

38 http://www.eiu.com/industry/article/968515280/lng-in-europe-energy-disrupted/2019-10-03
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Among other EU countries with LNG terminals are 
equally Portugal (Sines), Malta (Delimara), Belgium 
(Zeebrugge, to be developed), the Netherlands 
(Rotterdam, to be developed), Poland (Swinoujscie, 
currently being developed), and Lithuania 
(Klaipeda). In addition to its Revithoussa LNG 
facility, Greece is building an additional import 
terminal in Alexandroupolis. Interestingly, Germany, 
or the EU’s biggest gas consumer, has no LNG 
facilities. The country is planning to build two of them 
in Wilhelmshaven and Brunsbüttel. LNG terminals are 
expected to appear in the areas that remained out 
of the reach of liquefied natural gas supplies, namely 
Croatia (Krk), Cyprus (Vasilikos), Latvia  
(Riga LNG), and Estonia (Talllin/Paldiski). Ireland is here 
an exception, but its geographical location differs from 
that of the aforementioned states. The state is planning 
to add two terminals in Shannon and Cork. The more 
terminals in a country, the more secure it is in the event 
of energy-related conflicts and natural gas supply 
disruptions. Another thing is the use of underground 
gas storage facilities where it is becoming more 
and more popular on energy exchanges to buy stored 
services, of course while maintaining an adequate 
number of LNG terminals. Thirdly, the more import 
facilities for gas offtake are available to a given country, 
the smaller is the need to develop interconnections 
with neighbouring countries. This is the case of Italy 
and Spain. The former country has three LNG facilities 
while it is able to import piped gas from Libya. Later 
in 2020, Italy will begin receiving piped gas from 
the Caspian region. With its seven liquefied natural 
gas facilities, Spain has the most extensive network 
throughout Europe, and it is linked to Algerian gas 
fields. Due to their geographical location and current 
gas supply conditions, Italy and Spain yet have 
relatively poor links to other EU nations.

Total EU LNG import capacity is significant and, if fully 
utilised, LNG would meet 45 percent of the EU’s 
gas demand. Nonetheless, EU nations have uneven 
access to liquefied natural gas. Europe’s southeastern 
and central-eastern regions, alongside the Baltic States, 
do not see much liquefied natural gas, or they remain 
heavily reliant on a sole supplier. Thus, they are exposed 
to a plausible breakdown in supplies far more frequently 
than their Western European peers. In February 2016, 
the European Commission outlined a sustainable energy 
security package, which included a non-legislative EU 

strategy for liquefied natural gas (LNG) and gas storage. 
As LNG-related facilities prevail in Western Europe, 
while there are no gas links between Europe’s western 
and eastern regions, the EU centered its strategy 
on the Projects of Common Interest (PCI) that include 
essentially gas interconnectors allowing all EU nations 
to have access to liquefied natural gas. The list of PCIs 
includes LNG terminals to be built in the Baltic States 
and Southeastern Europe39. The EU’s energy policy 
is aimed at bridging shortcomings between EU nations 
and increase the security of those that joined the bloc 
not so long ago. The EU’s strategy for the rollout 
encompasses a list of key strategic infrastructure 
projects40. In Poland, EU funds will be earmarked 
to a floating storage and regasification unit in Gdansk. 
The FSRU is expected to commence operations 
in the first half of 2021, and the region of Gdansk Bay 
had been indicated as its potential location.  
Once implemented, the facility will allow importing from 
4.1 up to 8.2 bcm of LNG.

What is taking place in France reflects a massive 
advantage of Western European countries. In 2019, 
France’s liquefied natural gas imports went up by 87 
percent, French gas network operator and Engie’s 
daughter company GRTgaz said. Fos-sur-Mer, Montoir-
de-Bretagne and Dunkirk are used to their fullest 
possible extent. GRTgaz CEO Thierry Trouve said Fos-
sur-Mer LNG facility is likely to undergo an upgrade. 
France imports most of its LNG supplies from Qatar 
(21 percent), Russia (20 percent) and the United States 
(15 percent). Recent months have seen an increase 
in energy deliveries from Qatar and the United States, 
at the detriment to those from Russia, though. France’s 
end consumers get cheaper gas. Regulated gas prices 
paid by customers to France’s Engie fell by 15 percent 
over the past year, while they have dropped by  
3.3 percent since February 1, the Energy Regulatory 
Commission41 said. Besides gas flows from Qatar 
and Algeria – both of which are at record highs – 
countries like Australia, Russia, and the United States 
boosted their LNG output capacities. LNG record-high 
exports stem from mounting demand from the Asian 
energy market, but the growing liquefied natural gas 
output has contributed to a massive drop in its prices. 
The skyrocketing LNG imports into Europe has posed 
a tough challenge to Norway and Russia, or two top gas 
suppliers, both reliant on piped energy. Back in 2007, 
they brought into Europe most of its gas flows, 

39 https://ec.europa.eu/energy/en/topics/energy-security/diversification-of-gas-supply-sources-and-routes
40 https://ec.europa.eu/energy/en/topics/oil-gas-and-coal/liquefied-natural-gas-lng
41 France is increasing LNG gas imports, gas prices will fall in 2020, January 27, 2020, Polish Press Agency
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21.6 percent and 31.2 percent respectively. Yet the U.S. 
shale boom has introduced a shift in how EU nations 
get energy flows. There is a growing interest in spot 
transactions, while long-term contracts are in decline. 
In consequence, gas prices started dropping throughout 
the European Union, from $11/mmBtu between 2011 
and 2014 to $6.2/mmBtu in 2015–2018. Both Norway 
and Russia had to take42 action. In 2018, Russia sent  
24 bcm of LNG, while Norway – 6.6. bcm43. 

EU nations’ access to liquefied natural gas unveils 
disparities in their respective gas infrastructure.  
Another key issue for the bloc’s gas security is how 
energy is distributed between its members.  
The internal market, however, sees a number of gaps 
in this regard, both when it comes to access to domestic 
markets and diversification of energy supply sources. 
In consequence, around a quarter of the EU energy 
markets offers insufficiently competitive conditions. 
Nearly 40 percent of the EU’s LNG regasification 
capacity, or more than 80 bcm, cannot be accessed 
by countries neighboring those already equipped with 

an LNG facility. Central and Eastern and Southeastern 
Europe is grappling with gas flows from Russia 
as the single energy provider44. Western European 
nations are in a far better position, as evidenced by 
France and its broad liquefied natural gas infrastructure 
and multiple gas links to the country’s neighbors. 
With France’s mounting demand for LNG flows 
comes a decrease in pipeline imports from Norway, 
the Netherlands and Russia. In 2019, piped energy 
deliveries dropped on average by 10 percent yet they 
still account for some two-third of all gas volumes 
running to France. Gas flows through France hit a record 
high back in 2019, while the country re-exported some 
of its LNG to Spain, marking an export growth by  
42 percent, as well as Switzerland and Italy, reselling  
105 percent more45 gas that previously.  
While the EU made significant progress in building 
natural gas pipelines, reverse flow infrastructure, 
and LNG terminals, there are still parts of Central 
and Eastern Europe that do not have diverse natural gas 
supply options. Instead, they remain reliant on Russian-
sourced gas and hydroelectric energy46.

42 http://www.eiu.com/industry/article/968515280/lng-in-europe-energy-disrupted/2019-10-03
43 https://www.highnorthnews.com/en/russian-gas-increasingly-important-europe
44 https://www.iea.org/commentaries/a-long-term-view-of-natural-gas-security-in-the-european-union
45 France is increasing LNG gas imports, gas prices will fall in 2020, January 27, 2020, Polish Press Agency 
46 https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/european-energy-diversification-how-alternative-sources-and-

routes-can-bolster-energy-security-and-decarbonization/
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Though three decades have passed since 
the end of the Cold War and the fall of the Iron 
Curtain, long-standing disparities are still 

visible throughout Europe. The biggest difference 
is in the EU nations’ gas markets and goes far beyond 
merely their infrastructure. Also, in the 1990s, while 
most of the national electricity and gas markets were 
monopolised, the European Community, alongside 
its member states, took efforts to gradually liberalise 
their markets. With its three energy packages, adopted 
between 1996 and 2009, the EU sought to take 
the lead in this respect. Despite years-long efforts 
toward a common gas market, some EU regions still 
lag behind their better-off peers, especially as far 
as energy prices and competitiveness levels are 
at stake. In some regions, there are not enough energy 
suppliers, chiefly in Central and Eastern Europe, where 
nations are reliant on the single provider. In this, 
the European Commission is partly to blame, as some 
of its decisions, in particular those referring to the EU’s 
competition policy, consolidate gaps between Europe’s 
regions. This is the case of Central and Eastern Europe. 
The Commission saw an internal paralysis, followed 
by its inconsistence in applying new EU laws in regard 
to a section of the Nord Stream 2 energy pipeline 
that was running across the EU’s territory and waters. 
In addition come a Commission decision from 2016 
to exempt the Opal pipeline from EU rules and a 2018 
decision to impose on Gazprom a set of obligations 
that address the Commission’s47 competition concerns.

It was long ago that Western Europe came up with 
a secure gas supply system, with energy flowing by 
various routes from distinct suppliers. Both natural 
and liquefied natural gas infrastructure allow for rapid 
energy shipments to neighboring states. And this 
exerts an impact on market rules and gas prices. 
Western Europe has never employed its gas supplies 
as a political weapon. 

A dangerous and unpredictable Russia is just one 
of many energy suppliers. The situation looks far 
different in the EU members that used to belong 
to the Eastern bloc. Right before the demise 
of the Soviet Union, and shortly afterward, Moscow 
managed to make them fully dependent on energy 
flows with a skilfully devised gas pipeline network, 
and not long-term deals. Hence, gas transmission 
and supply architecture is prevalent throughout 
Europe’s northeastern, central and southeastern 
regions, allowing Russia to hold a dominant, if not 
monopolistic, position locally. While their countries 
made efforts to look for alternative oil sources, 
Moscow turned to Berlin, seeking to share some of its 
energy influence. This laid the groundwork for their 
joint Nord Stream and Nord Stream 2 that reportedly 
sought to diversify energy supplies. Russia is now 
racing against the clock to see whether, alongside 
Berlin, it will manage to consolidate its energy 
advantage regionwide, or otherwise, countries may 
take action to diversify their gas flows. At least,  
they could make steps towards the energy security 
like in Spain or France.

The 1980s saw an intense development of the current 
gas supply system across Central and Eastern Europe, 
In 1984, the “Brotherhood” pipeline was commissioned 
as the top energy trunkline running through Russia, 
Ukraine and Slovakia to the Baumgarten gas hub 
in Austria. It morphed into a limestone of Russia’s 
strategy of controlling the former Eastern bloc nations. 
Even after the fall of the Soviet Union, Moscow could 
further develop its gas dominance in the region. 
A graphic example is the transnational Yamal – Europe 
gas pipeline running from Russia to Germany, through 
Belarus and Poland. The decision to press ahead with 
the project emerged in the early 1990s, amidst Poland’s 
steeply rising demand for natural gas. The gas pipeline 
tied Poland to a sole energy provider, while its Polish 
section was managed by an entity that virtually left 

47 http://pie.net.pl/wp-content/uploads/2019/04/PIE-Policy_Paper_4-2019.pdf
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the country with no benefits. Built back in the 1980s 
and 1990s, the gas pipeline architecture linked Central 
and Eastern Europe as well as the Balkans close 
to Russian-sourced supplies. In 2013, Belarus, Estonia, 
Lithuania, Latvia, Moldova and Slovakia were fully 
dependent on Russian-made crude. In countries like 
Austria, Bulgaria, the Czech Republic, Greece, Poland, 
Slovenia, Hungary and Ukraine, this was more than 
50 percent48, or Infrastructure-related dependence 
translated into gas supply conditions as those 
are inherently intertwined with Russia’s security 
and foreign policies. Countries that aligned their policy 
with Russia’s interests purchased energy cheaper than 
those Moscow saw as somewhat hostile. All in all, bereft 
of any alternative, they simply had to buy Russian-
sourced gas. There were no infrastructure-related 
possibilities to import energy from elsewhere. Countries 
like Austria, Hungary or Germany buy Russian gas 
cheaper than Poland, Denmark, Lithuania, and Ukraine.

During a 2013 meeting of Viktor Yanukovych, 
who at that time served as Ukrainian president, 
in Petersburg, Ukrainian officials agreed to pull out 
of the EU Association Agreement (AA) in exchange 
for a cut in the price of natural gas to $268.5 per 
1,000 cubic meters, from about $410, and $750 million 
in loans. This was pretty much easy as the Ukrainian 
leader was known for his pro-Russian sympathies. 
But when a country’s leadership got embroiled 

in a conflict with Moscow, Russia swiftly morphed its 
energy supplies into a weapon. Same was true for 
Ukraine, back then ruled by Yanukovych’s precedessor, 
who embarked on a far more pro-Western course. 
Russia twice used its energy resources as a tool 
for economic coercion. First, in 2006, it occurred 
in response to Ukraine’s pro-Western endeavors 
during the Orange Revolution. Before, Kiev had 
bought Russian gas for only $80 per 1,000 cubic 
meters. As lengthy negotiations went on, Russia 
said it saw its gas price for Ukraine at around $230 
per 1,000 cubic meters. The dispute reached its 
apex on 1 January 2006, when Russia cut off all gas 
supplies passing through Ukrainian territory. All in all, 
the Kremlin called for at least a threefold increase 
in gas prices for Kyiv. But Russia upped the ante 
three years later. Although Russian and Ukrainian 
representatives first spoke to fix the price at $205–
235 per 1,000 cubic meters, the Russian Federation 
upped its demand to $450 per 1,000 cubic meters, 
or nearly twice as much. In consequence, Moscow 
halted all deliveries to Ukraine and then to Europe. 
In the aftermath of the 2009 gas fight, some Central 
and Eastern European countries reported precipitous 
drops in gas pressure in their pipelines, with Slovakia 
being most affected. The government had to declare 
a state of emergency when a shortage  
of gas threatened the domestic industry. 

48 https://warsawinstitute.org/pl/nowa-geopolityka-gazociagow-w-europie-srodkowo-wschodniej-2/
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Facing pressure from European countries, Ukraine 
struck a deal with Russia, agreeing to pay $450 for 
1,000 cubic meters of Russian-sourced gas, with 
the basic price correlated to gasoil and sulphur 
oil (mazut) prices under the take-or-pay formula 
and with no intermediaries. Kyiv was forced to claim 
33 bcm of gas, regardless of whether it got it or not, 
with no possibility to re-export extra volumes any 
further. In consequence, Ukraine paid one of Europe’s 
highest rates for Russian natural gas supplies, though, 
due to its geographic proximity, it was the first 
recipient on the route for Russian gas to Europe.  
Yulia Tymoshenko, then Prime Minister of Ukraine, 
brokered two long-term deals with Russia for gas 
supplies and the transit of Russian gas through 
Ukraine to the EU. These brought much harm 
to Kyiv as, a few years later, it lodged a lawsuit 
to a Stockholm international court. Russian gas prices 
for Ukraine did not drop until pro-Russian Viktor 
Yanukovych took office as the president of Ukraine 
in 2010. Under a “fleet-for-gas” deal signed, Ukraine 
allowed the Russian Black Sea fleet to stay in Crimea 
until 2042, in exchange for Kiev receiving a 30 percent 
discount on Russian gas imports49.

The price of natural gas set for the countries that 
remain reliant on Russian-sourced energy depends 
on what policy they are following towards Moscow. 
Also, Moscow may exert pressure or crack down 
on a country by shutting down gas flows or by tainting 
them over alleged technical problems. Such was a blow 
Russia delivered to Poland back in 2017. Russia will 
boost its abilities here, also by turning off the gas tap 
for its neighbours, albeit with no prejudice to Western 
European states. This is possible with Moscow-funded 
energy projects like the Nord Stream, Nord Stream 2 
and TurkStream export pipelines, all of which are meant 
to bypass Ukraine. These, once fully implemented, would 
allow halting gas supplies to Ukraine while leading 
to acute crises in Central and Eastern Europe, yet with no 
detriment to Moscow’s Western European partners. 

Much like in the case of its predecessor, Nord Stream 
2 is being built to make Russia independent of its gas 
flows passing through Ukraine while Europe declares 
higher demand for blue fuel. What Moscow intends 
to do is to remodel gas transmission infrastructure for 
its energy supplies across Europe. 

Hence, countries like Poland, the Czech Republic, 
Slovakia and Ukraine would have no other choice 
but to import gas from the west and not the east, 
with adequate transit fees to be paid to Germany 
and Austria. These two, in their turn, would reap 
substantial profits in exchange for political favor 
towards Russia50. Nord Stream will boost the already 
existing price gaps between Western and European 
energy markets. With new gas transmission routes 
into Europe and due to some cross-border capacity 
restraints, Central and Eastern European states will 
have poor access to cheaper Western European 
markets, a move that is bound to aggravate these 
two’s further integration efforts. It is in the interest 
of all Central and Eastern European countries as well 
as the Balkans to counteract Russian initiatives 
so as not to make Nord Stream 2 and TurkStream 
pipeline’s in full swing before the region devises 
a strategy to combat adverse effects of cutting 
off transits services through Poland and Ukraine 
and to become independent of solely Russian-sourced 
energy. Countries in the region should take steps 
to handle the threat by addressing EU institutions 
and Washington to stop the potential of Russian 
pipelines, or building new gas links and buying 
liquefied natural gas to diversify energy flows. 
Also, they are highly recommended to expand gas 
connections with their neighbors as only then can 
they reduce the risk of gas squabbles. The European 
Union should get involved, either, also through its 
Projects of Common Interest that include projects 
of paramount importance for energy security 
and natural gas supply diversification. Once put 
in practice, these could allow EU nations to create 
an integrated and competitive market and achieve 
their climate goals. In addition to these, three Baltic 
countries should see this happening once they 
synchronize their electricity grid with the Continental 
Synchronous Area by 2025. But what may pose 
a threat here is an increase in Russian LNG imports, 
with the country’s Novatek developing export 
capacities. 

Poland is here of paramount importance. In reducing 
Europe’s northeastern, central and southern regions’ 
dependence from Russian gas, these are Warsaw’s 
diversification efforts that are of utmost importance. 

49 https://warsawinstitute.org/pl/nowa-geopolityka-gazociagow-w-europie-srodkowo-wschodniej-2/
50 https://warsawinstitute.org/pl/nowa-geopolityka-gazociagow-w-europie-srodkowo-wschodniej-2/
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Not only do they entail the country’s location, but 
these also encompass the country’s supply potential. 
Gazprom seems to take advantage of its monopolistic 
position on the Polish gas market by shaping its 
prices in a non-market way as well as imposing 
terms of contracts that are contrary to European 
legal regulations. In line with the Yamal contract, 
Polish imports from Russia are stable at some 10 bcm 
per year. In 2012, the country managed to receive 
a 10 percent discount. Three years later Poland 
filed a lawsuit against Gazprom to a Stockholm 
arbitration court. The situation may get better only 
by late 2022, along with expiration of a long-term 
gas supply contract concluded between Poland’s 
PGNiG and Russia’s Gazprom, which has prevented 
Poland from diversifying its gas supplies for many 
years. The Yamal contract requires that the parties 
formally submit declarations regarding future 
cooperation three years before the deal expires; 
if not notified by any of the parties, the deal will 

be extended automatically. Under the 1996 energy 
deal, Poland buys some 10 bcm of gas each year. 
According to a Gazprom-imposed take-or-pay 
clause, Poland is obliged to buy at least 8.7 bcm 
of gas annually. Poland can afford not to extend 
its deal with Russia’s Gazprom, and even to bring 
Russian gas flows to a complete halt due to its 
efficient steps to diversify gas supplies and routes. 
But there the country needs to see its energy flows 
diversified, thus brought into the country from various 
suppliers and preferably from different directions. 
The first step to achieve this target is to build gas 
interconnectors to connect gas transmission systems 
from Poland’s neighboring countries to the country’s 
one. It is a simple way to ensure uninterrupted gas 
flows between these states. Ukraine has no other 
choice but to import raw materials from elsewhere, 
perhaps through interconnections running from 
Slovakia, Hungary and Poland. Gas connections with 
Poland and Romania are currently being expanded. 
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Once gas flows could no longer pass through Ukraine, 
there will be no possibility to reverse energy supplies 
while any gas Ukraine imported would come from 
the Baltics. Such a solution would boost both costs 
and run the risk of potential supply disruptions. 
This gives Poland a greater room for increasing its 
share in the Ukrainian gas market provided that 
gas transmission capacities are more extensive, 
through the Northern Gate project. At the heart 
of the plan is to allow Poland to bring 17.5 bcm of gas 
into the country through its three existing sources 
by 2022: the Swinoujscie LNG terminal, currently 
undergoing an expansion program, the Baltic Pipe 

energy pipeline, currently under construction, 
and the anticipated Gdansk FSRU terminal. Poland 
and Denmark are pressing ahead with construction 
work to set the Baltic Pipeline fully operational by 
October 2022. Furthermore, Poland plans to expand 
the Swinoujscie terminal’s capacity from 5  
to 7.5 billion cubic meters per annum and to build 
a FSRU terminal in Gdansk Bay. Also, EU nations 
in Eastern Europe are both building and planning 
energy projects aimed at diversifying their gas 
supplies and boosting energy security.
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SWINOUJSCIE LNG TERMINAL

6.1

The Swinoujscie LNG terminal is the first 
key step towards Poland’s diversification 
of sources and routes for natural gas supply. 

The new terminal is expected to initially receive 
5 bcm of liquefied gas a year, buying it either 
from suppliers or brokers. The Swinoujscie LNG 
facility receives gas flowing mainly from Qatar, 
the United States, and Norway. By 2025 at the latest, 
the liquefied natural gas facility is poised to expand its 
regasification capacity to 7.5 bcm per year.

In 2006, a decision was made to build the LNG 
terminal in what was recognized by the Polish 
government as a key strategic project. In February 
2009, Polskie LNG received an environment licence, 
allowing it to push with the terminal’s offshore part. 
In March 2009, the project got an environmental 
permit for the construction of its onshore section. 
On July 15, 2009, the Governor of West Pomerania 
Province issued a building permit for the LNG 
terminal. In the months that followed, Polskie LNG 
brokered a set of deals with Poland’s gas transmission 
system operator, Gaz-System, the Maritime Office 
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in Szczecin, the Szczecin and Swinoujscie Seaports 
Authority, and Poland’s biggest oil and gas company, 
PGNiG, which became the facility’s top client. 
Back on July 15, 2010, the contract for the project 
was awarded to a consortium of Saipem of Italy, 
Italy’s Techint Compagnia Tecnica Internazionale, 
Snamprogetti of Canada, PBG of Poland and PBG 
Export of Poland. Construction of the terminal started 
in March 2011, while it received its operating permit 
in 2016. Once commissioned, the brand-new facility 
allowed receiving seagoing vessels bringing liquefied 
natural gas from literally everywhere, which boosted 
Poland’s energy security. The Swinoujscie LNG 
terminal is the biggest liquefied natural gas facility 
in Northern Europe and Central and Eastern Europe. 
There, once unloaded, liquefied natural gas is stored 
in specially designed tanks, the regasified and either 
pumped into the country’s gas transmission system, 
or loaded onto a tanker truck or freight containers. 
The whole facility includes also two cryogenic 
containers of 160,000 cubic meters each for storing 
in-process LNG. The terminal’s current regasification 
capacity is 5 bcm per year. Between 2007 and 2013, 
the EU invested €250 million of cohesion funds into 
Swinoujscie. The future investment of €128 million 
from the European Regional Development Fund 
(ERDF) will add extra gas bunker facilities and seaside 
infrastructure. Poland’s gas transmission system 
operator, Gaz-System, is carrying out the terminal’s 
expansion program. This includes:

1) an extra regasification increasing the terminal’s 
capacity to 7.5 bcm per year;

2) the third LNG process storage tank in a bid 
to improve the process flexibility of the LNG terminal 
by an additional 180,000 cubic meters of storage 
capacity to provide an optimum LNG process storage 
capacity;

3) a LNG-to-rail transshipment facility in an effort 
to broaden a range of services already offered by 
the LNG terminal to include the option of loading LNG 
onto freight containers and tank wagons;

4) an additional jetty allowing for loading 
and unloading LNG carriers, transshipment of LNG 
and loading LNG to bunkering vessels and rendering 
bunkering services.

The contract being signed in October 2019 for 
the delivery of submerged combustion vaporisers 
(SCV) meant that this project was entering 
the implementation phase. Polish import terminal 
operator, Polskie LNG, said it had signed a contract 
with Germany-based equipment company Selas-
Linde to deliver SCV vaporisers.  The contract 
they concluded was a proof of the effective 
implementation of the planned activities 
and a guarantee of successful completion of the SCV 
project by late 2021.

With its new LNG terminal, Poland could diversify 
its energy flows, as evidenced by the facility’s three-
year-long activity and Poland’s PGNiG’s figures 
in 2019. The country’s state gas and oil company 
PGNiG said the share of Russian-made energy in its 
total energy import figures dropped from roughly 67 
percent in 2018 to 60.2 percent a year later. LNG’s 
share in Poland’s total natural gas imports rose 
to 23.1 percent in 2019 from 20 percent year-on-
year. In 2019, PGNiG brought into the country 14.85 
bcm of gas, thus 1.32 bcm more than a year before. 
Imports from the east amounted to 8.95 bcm in 2019, 
compared with 9.04 bcm in 2018. Natural gas from 
Russia accounted for 60.2 percent of PGNiG’s total 
imports in 2019, down from 66.8 percent a year 
before. In 2019, PGNiG got 3.43 bcm of LNG after 
regasification, marking a year-on-year increase by  
0.7 bcm, with LNG imports having risen to 23.1 
percent. The remaining energy imports came from 
both west and south. This has marked a tilt towards 
energy diversification for Polish customers.  
Back in 2016, the share of Russian gas in Poland’s 
combined energy imports hit 89 percent, while 
the following years brought a steady decline 
in Russian energy volumes, with a simultaneous 
increase in liquefied natural gas deliveries. 
It is clear that LNG volumes brought into Poland 
via the President Lech Kaczynski LNG Terminal 
in Swinoujscie are rising by the year. Throughout 
2019, PGNiG received 31 LNG deliveries to Poland, 
compared with 23 a year earlier. The number 
of cargoes purchased under short-term, or spot, 
contracts increased from 4 to 10 during that period. 
The first shipment of U.S.-sourced LNG has arrived 
in Poland under a long-term contract with Cheniere 
Energy, with the annual volumes of deliveries under 
the deal set to go up in the coming years. 
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The contracts signed for US LNG will add some  
9.3 bcm after regasification of gas per year to PGNiG’s 
portfolio between 2024 and 2042. From 2020 
onwards, Poland’s annual LNG imports from Qatar  
will amount to some 2.7 bcm after regasification.

The LNG terminal is an important link in the strategy 
of diversification of sources and directions of natural 
gas import to Poland. 

The terminal expansion program is complimentary 
to the Baltic Pipe, a pipeline connecting natural gas 
deposits in Norway and Poland. The two projects will 
allow for important fuel at competitive prices from 
new, independent sources of supply, and consequently 
to become independent of the monopolistic supplier 
from the east.

A floating terminal for liquefied natural gas 
can be an even quicker way to diversify 
the country’s energy supplies. Since2015, 

the Lithuanian port of Klaipeda has used 
an LNG carrier designed as a floating LNG storage 
and regasification unit. While building their LNG 
terminal, Lithuania opted for a floating unit instead 
of a land-based facility, along with storage tanks 
and regasification installation, as in the Polish port 
of Swinoujscie. Currently, Lithuania leases the FSRU 
vessel from Norwegian company Hoegh LNG that had 
designated, commissioned and purchased the unit 
it operated in the port of Klaipeda. The facility 
is moored close to the jetty. The LNG carrier got 
the symbolic name Independence, indeed allowing 
Lithuania’s and the Baltic Sea region to secure 
energy independence. The 300-meter long FSRU 
Independence features four storage tanks with 
total capacity of 170,000 of liquefied natural gas. 
Due to its size, the LNG facility is unable to receive 
the world’s biggest LNG tankers Q-Flex and Q-Max 
with a maximum capacity of more than 200,000 bcm 
of gas. After regasification, liquid gas is immediately 
injected into the gas transmission network. In 2018, 
the Lithuanian government approved the legislation, 
opening doors for the buyout of the country’s LNG 
terminal’s floating storage and regasification unit. 

The cost will be fully recouped soon, according 
to estimates. Lithuania will become an owner 
of the Independence LNG storage vessel by 
late 2024 after the lease agreement expires. 
The Nordic Investment Bank (NIB) and Lithuanian 
LNG and oil terminal operator AB Klaipedos Nafta 
signed a 25-year loan agreement, allocating €160 
million in funds to finance the purchase of a floating 
storage regasification unit. Lithuania’s Klaipedos 
Nafta expects that liquefied natural gas will remain 
an important energy resource for Lithuania’s transition 
to a low-carbon economy by 2050. Energy experts 
backed the idea, saying the country will see stable gas 
consumption in the coming years alongside ample 
opportunities offered by gas infrastructure projects 
regionwide.

Lithuania leased the vessel amidst high prices 
of Russian energy prior to 2014 and its fears over 
political pressure. Prior to the launch of the Klaipeda 
LNG facility, gas prices shot up, both compared 
to these in the Baltic States, and those in the EU’s 
northwestern regions. And though Estonia, Latvia 
and Lithuania have comparable gas markets, Russia’s 
Gazprom took a decision to maintain higher prices 
only in Lithuania. This came after Vilnius implemented 
the EU third energy package, thus striking a blow 

KLAIPEDA LNG TERMINAL

6.2
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to Gazprom’s interests. An increase in market 
competitiveness through the construction of the LNG 
terminal and possible price arbitrage prompted Russia 
to reduce gas prices by more than 20 percent, thus 
like in other EU markets51. Theoretically, gas deliveries 
through an inland gas link should be cheaper as they 
bear no LNG servicing or long-distance shipping 
costs, yet this is not the case of Russian-sourced 
energy intended for the Baltic gas market. In June 
2019, up to 96 percent of the natural gas that reached 
Lithuanian end consumers were supplied from 
the Klaipeda LNG terminal. Almost 91 percent of these 
deliveries came from the gas liquefaction factory 
in Norway. Regasified liquefied natural gas competes 

on price with piped gas flows, prompting energy deals 
having access to many gas sources to take advantage 
of fresh opportunities. In November 2019, Poland’s 
gas monopolist PGNiG signed a five-year contract 
for the full capacity of the LNG truck transshipment 
facility in Klaipeda, Lithuania. Klaipeda reloading 
station has five LNG tanks, each with a capacity 
of 1,000 cubic meters, or 2,250 tons. This deal will 
allow the company to import liquefied natural gas 
from various sources by sea, which will then be 
transported by trucks and sold to PGNiG clients. 
The agreement between PGNiG and Klaipedos Nafta, 
Lithuanian oil and LNG terminal operator was signed 
and will enter into force from April 2020. 

51 http://pie.net.pl/wp-content/uploads/2019/04/PIE-Policy_Paper_4-2019.pdf
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GDANSK LNG TERMINAL

6.3

A floating terminal is set to be built also in Poland. 
If constructed, it will become yet another 
element, alongside the Swinoujscie LNG 

terminal and the Baltic Pipe gas link, of what was 
named the Northern Gate energy project, designed 
to bring gas from the Norwegian shelf to Poland 
and further to the country’s neighbors. By 2021, 
the newly built investment would allow shipping 
to Poland as much as 4.1 to 8.2 bcm of liquefied natural 
gas. A floating storage regasification unit is to become 
part of an offshore gas pipeline stretching from gas 
storage facilities in Kosakowo with a Lotos-operated 
pressure reduction and measuring unit. Since 2014, gas, 
also that from Swinoujscie, has been stored in caverns, 
each situated 1,000 meters below ground. Under long-
term expansion plans, these gas storage facilities will 
be able to keep as much as 250 bcm of gas. In addition 
come reloading and refuelling services for LNG-
powered vessels.

The project is managed by Gaz System, a company 
wholly owned by the Polish state. A floating 
storage and regasification unit in Gdansk, along 
with extra pipeline stretches that will pump gas 
from the terminal into the Polish transmission 
system, will be ready in 2025, though it was first 
planned to become operational by 2021. This project 
is only one of the elements of a broader strategy 
implemented by Gaz-System to expand Poland’s 
capabilities not only in terms of imports, but also 
in terms of gas distribution in the domestic system 
with the possibility of export. As part of its 2015–
2025 energy investment plan, the company has set 
a project to build over 2,000 kilometers of new gas 
links. Investment plans date back to 2008. Two years 
later they were yet suspended amidst their not being 
listed as one of the energy projects to be co-financed 
by the European Union. Poland went back on track 
after a change in government whose members swiftly 
began putting its energy diversification strategy into 
practice. 

In 2017, Gaz-System accomplished the tendering 
procedure for the feasibility study for a floating 
regasification terminal project, including preparatory 
works for the project’s implementation. The task was 
eventually commissioned to ILF Consulting Engineers 
Polska.

Poland created yet another liquefied natural gas 
import facility with the aim of pressing ahead with 
a further diversification of supplies and routes. 
As Poland has an intention of quitting its gas deal 
with Russia by late 2022, it needs to import enough 
energy from elsewhere. In fact, this is possible 
through the Baltic Pipe link and liquefied natural gas 
supplies. It is not enough to expand the Swinoujscie 
LNG terminal, hence Poland’s plans to go ahead with 
a floating storage and regasification unit. What may 
be behind Poland’s efforts to implement the plan 
is the dynamic development of the liquefied natural 
gas market, in particular in the United States, where 
energy companies began sending most of its gas 
flows to Europe instead of Asia. In addition come 
internal factors. First, to grow stronger, Poland needs 
more energy, and it is unable to cover all its needs 
through domestic output. Secondly, it seeks to bring 
more liquefied natural gas onto its domestic energy 
market and neighboring countries so as to emerge 
as a top key player on the V4 markets, and maybe 
also those of the whole Three Seas Initiative.

The Gdansk FSRU terminal reveals the EU involvement 
as a key important factor for diversifying gas supplies 
and boosting energy security in Europe’s central, 
eastern and southeastern regions. In 2019, Poland’s 
FSRU installation was added into a list of what was 
referred to as projects of common interest (PCI) 
in the energy industry. The Commission’s move 
corroborated Gaz System’s strategy as being aligned 
with the bloc’s energy and climate policy.  
Their implementation is to uphold EU activities 
through the infrastructure development. 
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With the EC’s decision, Poland can benefit from 
accelerated permitting procedures and specialized 
regulatory solutions to push with the construction 
of its floating terminal. High-priority energy-related 
projects on the PCI list are eligible to receive money 
through the Connecting Europe Facility (CEF). 
The latest PCI list was released in October 2019. 
The number of gas projects decreased from 53 in 2017 
to 32, or 21 of all projects on the52 PCI list. A sharp 
objection to the fourth PCI list – which identifies 
the highest priority energy infrastructure projects 
to be built in Europe – was raised by some MEPs 
and representatives for civil society groups because 
of the inclusion of a number of gas and fossil fuels-
related projects. These are chiefly gas pipelines 
and LNG terminals. They include projects such 

as gas pipelines or LNG terminals, with Poland’s 
strategic energy projects like the Baltic Pipe gas link 
or gas interconnectors poised to link the Polish gas 
network with those of other countries. The European 
Commission defended its proposed PCI list containing 
gas-related energy projects. “The EU’s transition 
to a climate neutral economy will rely upon a wide 
range of energy sources and technology, and the role 
of natural gas is crucial as a transition fuel,” said 
the European Commission spokesman Tim Mcphie. 
A motion calling to reject the PCI list was drafted 
by the Greens together with the members of the far 
left GUE faction. The European Parliament’s energy 
committee voted overwhelmingly against a motion 
to reject a proposed list of priority energy projects,  
by 54 votes to 17, with two abstentions53.

52 https://newdirection.online/2018-publications-pdf/NORD_STREAM_2.pdf
53 https://europarlament.pap.pl/mimo-krytyki-eurodeputowani-bronia-projektow-gazowych



The European Union and Gas: Building True Community

30 New Direction

BALTICCONECTOR GAS PIPELINE

6.4

All former communist states and Baltic republics 
set a common goal of reducing their energy 
dependence on Russian-sourced gas. Poland’s 

and Lithuania’s liquefied natural gas facilities are 
not enough to achieve this. In addition to LNG 
import facilities, most focus is on developing intra-
regional gas connections between individual states. 
A major step towards strengthening the energy 
security of the Baltic States was with the launch of 
the Balticconnector gas pipeline. In January 2020, 
gas flows began via the Balticconnector energy link 
running beneath the Gulf of Finland from Finland to 
Estonia. The 2020 first trading sessions served as an 
opportunity to use the pipeline’s full transmission 
capacity. The gas link was wholly completed in 
the fall of 2019. It strengthened the security of gas 
supplies regionwide while opening up the Nordic 
energy market for the Baltic States, allowing them to 
use alternative energy resources, including liquefied 
natural gas or biogas. Last but not least, the energy 
link allowed connecting the three Baltic markets 
with the Finnish one and integrated them all into 
the EU energy market. The start of Balticconnector’s 
construction phase was in mid-2018. 

The 153-kilometer gas pipeline is bidirectional, with 
a transmission capacity of 7.2 million cubic meters 
of gas per day. In 2016, the European Commission 
awarded €187.5 million in grants to cover much of 
the construction costs, worth a total of €250 million. 
The project consist 77 kilometres of an offshore 
pipeline between Inkoo in Finland and Paldiski in 
Estonia, 21 kilometres of onshore pipeline in Finland 
between Inkoo and Siuntio, and 55 kilometres of 
onshore pipeline in Estonia between Paldiski and 
Kiili. It has a compressor station in Kersalu, Estonia54. 
The Finnish and Baltic governments said the launch 
of the Balticconnector gas link will bring benefits to 
gas recipients throughout the Eastern Baltic region. 
The gas pipeline running from Finland to the Baltic 
States means lower distribution costs while opening 
up the Nordic market to the Baltic nations. From a 
EU perspective, this allowed an infrastructure link 
between two of the bloc’s furthest regional markets. 
Before, Finland was almost fully reliant on Russian 
gas flows, though it used no more than 10 percent 
to produce energy, now it can receive gas from a 
Lithuanian liquefied natural gas, or it will gain access 
to the Polish market.

54 http://balticconnector.fi/en/the-project
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GAS INTERCONNECTION  
POLAND-LITHUANIA (GIPL)

6.5

While Estonia and Finland have their gas 
link in the north, Poland and Lithuania are 
also slated to see their energy connection 

in the south, referred to as the Gas Interconnection 
Poland-Lithuania. The project is of greater importance 
for the region’s security than the Balticconnector 
energy pipeline as it links the Baltic States with 
the EU’s core part, and not with Finland, thus  
a “gas island.” In early January 2020, Polish 
and Lithuanian transmission system operators  
Gaz-System and AB Amber Grid, respectively, began 
operations to construct the Lithuanian section. 
The tender to construct the Lithuanian part was won 
by Lithuania’s Alvora i Szauliu dujotiekio statyba that 
had signed an agreement with the operator back 
in late December 2019. The project’s investors are 
Poland’s Gaz-System and Lithuania’s Amber Grid. 
On May 24, 2018, these two inked a Connection 
Agreement that encompassed any legal, business 
and technical issues. Thus, the two parties 
jointly committed themselves to building a gas 
interconnector. The GIPL project got EU funds under 
the Connecting Europe Facility initiative. It is believed 
to eliminate the so-called “energy islands,” or regions 
that are dependent from gas supplies from one 
direction, as well as to integrate the Baltic States with 
the EU gas market. 

The 158-kilometer section will run through Poland’s 
Mazovia and Podlasie regions. The GIPL’s southern 
part will run between the Holowczyce compressor 
station to Rudka-Skroda. Plans are to adapt 
the Holowczyce gas compressor so as to allow 
the facility to compress higher pressured gas.  
With the newly designed project, Poland 
and Lithuania will be able to link their gas 
transmission systems through the 343-kilometer 
cross-border energy link55. It will join the Baltic Pipe, 
currently under construction, through the Gustorzyn 
gas compressor station (Kujawsko-Pomorskie 
province), or an essential element of the planned 
expansion of the national transmission system.  
From there, gas will be distributed to central Poland. 
The new gas compressor station is also being built 
as part of the Poland-Lithuania interconnector, poised 
to be constructed sometime later. 

It could provide for gas distribution from Norway, 
through the gas compressor station, and then towards 
Lithuania. With these facilities, the company will be 
able to control gas flows and send them to both Polish 
consumers and neighboring nations. The project 
received the European Commission’s grant under 
the Connecting Europe Facility (CEF) initiative.
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BALTIC PIPE GAS PIPELINE

6.5

The Baltic Pipe gas pipeline is the flagship link 
of Poland’s Northern Gate corridor, but will go 
beyond the country, offering energy security 

to all Three Seas Initiative nations through gas flows 
from Norway into the Polish system. The Baltic 
Pipe is hence a strategic gas infrastructure project, 
with the goal of creating a new gas supply corridor 
on the European market, linking Poland and Denmark 
with the Norwegian gas fields. The gas pipeline is to run 
through Denmark and then beneath the Baltic Sea, 
before finally reaching Poland. The Baltic Pipe offshore 
gas link will have a maximum annual capacity of 10 
bcm, of which 2.5 bcm is energy input from the PGNiG-
controlled fields on the Norwegian Continental Shelf. 
The pipeline will bring Norwegian-sourced natural 
gas into both Polish and Danish markets, enabling 
bi-directional gas transmission between these two. 
Poland pushed for the Baltic Pipe project as neither 
the Swinoujscie LNG terminal nor the FSRU terminal 
in Gdansk could be sufficient to cover the country’s 
whole energy demand after its pullout of the gas 
deal with Russia’s energy major Gazprom. Russian-
sourced gas meets two-thirds of Poland’s annual 
demand. With it, Moscow has a powerful coercive 
tool vis-a-vis Poland, allowing it to exert an impact 
on the country’s internal situation. A much-touted 
project, the Baltic Pipe will boost Poland’s energy 
security and integrate the European energy market 
in Central and Eastern Europe. Today, the project 
is widely known to Polish people who are more 
and more eager to be in favor of the idea. According 
to a public opinion poll conducted in February 2018, 
90 percent of Poles support the implementation 
of the project. Moreover, the Baltic Pipe is advocated by 
the governments of Poland and Denmark. In June 2017, 
the Prime Ministers of Poland and Denmark signed 
a memorandum on cooperation on the implementation 
of the Baltic Pipe project. In it, they declared their 
support for investors in obtaining any permits 
necessary to start the construction of the gas pipeline 
as well as in establishing a legal framework for 
the project.

The investment, carried out jointly by Polish 
(OGP Gas System S.A) and Danish (Energinet.dk) 
transmission operators, will enable gas supplies 
from Norway in the amount of approximately 10 
bcm of gas per year. It is also possible to transfer 
gas to Central and Eastern Europe. The Baltic Pipe 
Project consists of five components: an offshore 
pipeline between the Norwegian gas system 
in the North Sea and the Danish gas transmission 
system, expansion of the existing Danish transmission 
system, a compressor station located in Denmark, 
an offshore pipeline between Denmark and Poland 
across the Baltic Sea, and expansion of the Polish 
gas transmission system. Denmark’s Energinet 
is responsible for the implementation of the first 
three components while Poland’s Gaz-System 
is supposed to prepare the offshore connection 
and to develop Polish transmission system. 
The construction and operating costs of the gas 
compressor station in Denmark will be shared by 
both companies. Both investors got support from 
Norway’s Gassco, the operator for the integrated 
system for transporting gas from the Norwegian 
continental shelf to other European countries. 
The Baltic Pipe will be 275 kilometers long. 
In June 2017, a framework agreement was signed, 
which established the principles of cooperation 
and singled out particular tasks during the first phase 
of the projects (such a procedure is essential to obtain 
a building permit). Both parties managed to agree 
on some relevant provision of the construction 
agreement, which will include the division of any 
implementation costs. In this context, it is worth 
saying that the project costs have been estimated 
at €1.6 billion. The cost of operating the gas 
transmission network will be distributed evenly 
between suppliers. The signing of the framework 
agreement by investors made it possible to launch 
the so-called capacity allocation procedure, or Open 
Season, whose main aim was to study the demand 
among the domestic and adjacent countries market 
players for the pipeline’s capacity. 

55 https://www.gaz-system.pl/centrum-prasowe/aktualnosci/informacja/artykul/202948/
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Thanks to the fact that the market participants had 
reserved the capacity of at least 7.5 bcm (as required 
by investors), the project could be implemented 
rapidly and the regulatory authorities in Poland 
and Denmark carried out the so-called market test, 
which showed the feasibility of the project. Thanks 
to such a study, in January 2018, it was possible 
to sign binding transmission contracts between 
suppliers and investors for a period of 15 years 
(2022–2037). In March 2018, Energinet’s Supervisory 
Board has approved the business case for the Danish 
part of the Baltic Pipe gas project and is submitting 
an application for investment approval to the Danish 
Minister for Energy, Utilities and Climate.  
Denmark managed to fulfill its obligations under 
the memorandum signed by the prime ministers 
of Poland and Denmark by amending the Danish 
Natural Gas Supply Act. As a result, Gaz-System will 
be entitled to become the owner of transmission 
networks located in the territory of Denmark; 
according to the agreement concluded between 
Gaz-System and Energinet, the former will own 
the network before the first dry weld in Denmark. 
Immediately after signing the framework agreement, 

Gaz-System proceeded to select the entity 
responsible for the offshore gas pipeline.  
In August 2017, an agreement was signed with 
Ramboll Danmark, whose task would be to carry out 
necessary research, prepare the construction design 
and environmental report as well as to obtain any 
permits necessary to start construction of the gas 
pipeline by April 2020. Another agreement was 
signed with an Australian company Subsea 
Engineering Associates Pty Ltd, which will be 
responsible for such issues as project supervision over 
the implementation of the offshore gas pipeline.  
Both companies have considerable experience 
in carrying out subsea infrastructure works, which 
enables them to implement the project. In September 
2017, vessels contracted by Ramboll began cruising 
for environmental, geophysical and geotechnical tests 
along the envisaged locations of the Baltic Pipe gas 
link. Based on the experience of other submarine 
gas pipelines, the contractor decided to carry out 
a very wide range of research with the aim of taking 
into account all possible factors affecting the gas 
pipeline while selecting its route and preparing 
the environmental report and construction project56.
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Such issues as the completion of the offshore 
connection as well as the expansion of the Polish 
transmission system by 2022 are currently discussed 
by the interministerial group for the Baltic Pipe 
project, established back in November 2017. The entity, 
represented by numerous ministers and bodies who 
are responsible for granting authorizations necessary 
for the implementation of the investment, will be 
in charge of coordinating the activities of the Polish 
administration in issuing decisions related to preparing 
and introducing the project. Such a strategy will 
allow an efficient procedure of the decision-making 
process as well as it may lead to establishing a uniform 
practice for the authorities. The team is headed 
by Piotr Naimski, the undersecretary of state 
of the Polish chancellery charged with strategic 
energy infrastructure. The joint actions undertaken 
by Gaz-System and its contractor, supported by 
the Polish administration, mean that the project 
is currently being on the schedule. The Baltic Pipe 
offshore stretch will be 275 kilometers long. In January 
2020, Gaz-System signed a deal with Germany’s 
Europipe GmbH for the supply of a batch of pipes for 
the offshore part of the Baltic Pipe to be laid across 
the Baltic Sea. As part of the deal, Europipe will also 
provide temporary storage for the pipes and transport 
to a receiving point indicated by the pipeline 
contractor. Piotr Naimski, Poland’s government 
plenipotentiary for strategic energy infrastructure, 

said the investment would be completed by October 
2022, thus shortly before Poland’s energy deal with 
Gazprom expired. A representative of Gaz-System 
said the project is at the final stage of obtaining 
permits allowing the commencement of construction 
works. “We hope to terminate the preparatory stage 
by the first half of 2020 to launch the construction 
of stretch running beneath the Baltic Sea,” they added. 
“We have already received a set of permits in Denmark, 
and in Sweden and Poland, this stage of the investment 
is to be done later in this quarter,” the company 
informed, adding they “shortlisted potential contractors 
and we expect that the entire process will be closed 
within a dozen or so weeks57.”This was corroborated by 
Poland’s government plenipotentiary back on January 
17, 2020. Asked whether there occurred a problem over 
the Baltic Pipe’s possible intersection with the Russia-
to-Germany Nord Stream 2 gas link along the Baltic 
Sea, Naimski claimed the situation “is under control 
and poses absolutely no problem58.” This is the third 
attempt to build the gas link over the past two decades 
that it seems most likely to be completed  
over the pipeline’s advanced construction progress.

The gas link is set to cover Poland’s natural gas 
demand, as confirmed by binding deals both investors 
and suppliers had struck in January 2018, allowing 
uninterrupted gas flows between 2022 and 2037. 

56 https://warsawinstitute.org/pl/baltic-pipe-od-koncepcji-decyzji/
ka-baltic-pipe-980148
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The Baltic Pipe will enable the creation of the regional 
gas market, thus an integral part of the European 
energy market. Not only does the project envisage 
a gas link with Denmark, but it also includes efforts 
to expand Poland’s gas transmission network. As part 
of it, plans are to build system connections with 
countries like Ukraine, sending 5 bcm of gas from 
Poland to Ukraine and the other way round, the Czech 
Republic (5 bcm and 6.5 bcm from the Czech Republic 
to Poland), Slovakia (4.7 bcm and 5.7 bcm from 
Slovakia to Poland), and Lithuania (2.4 bcm and 1.7 
bcm from Lithuania to Poland). Past 2022, the Baltic 
Pipe will allow the shipment of gas from the North Sea 
to the Polish market and further to the Baltic, as well 
as to end-users in neighboring countries. If required, 
the Baltic Pipe will enable the supply of gas reversely 
from Poland to the Danish and Swedish markets. 
What is of topmost significance in the whole Baltic 
Pipe is that the state-owned company took all 
of its capacity in Poland while it also has shares 
in Norwegian gas fields that are to power the gas 
link. The Polish oil and gas major PGNiG has stakes 
in roughly 30 licenses on the Norwegian Continental 
Shelf while being able to extract hydrocarbons from 
five fields. Investment and analytical work is underway 
on another six fields – Skogul, Ærfugl, Duva, 
Tommeliten Alpha, King Lear, and Shrek. 

Production from the Skogul and Ærfugl fields 
is expected to begin in the first half of 2020. 
In late January 2020, PGNiG Upstream Norway was 
allowed to purchase an extra 10 percent stake in two 
license areas in the North Sea: PL636 and PL636B. 
Following the transaction, interests in the two 
licenses increased to 30 percent, PGNiG reported. 
As a result, the volume of Duva field gas production 
attributable to the company will rise to 0.2 bcm 
per year. “Acquisition of fields on the NCS is one 
of the investment priorities of the PGNiG Group.  
Our aim is to ensure that as much as possible 
of the gas that will flow from Norway to Poland 
following the launch of the Baltic Pipe will come from 
our own production,” CEO of PGNiG Jerzy Kwieciński 
was quoted as saying. As he later added, “this is part 
of our strategy to diversify supplies and strengthen 
Poland’s energy security. We are also building 
the position of Polish companies on foreign market59.” 

The Baltic Pipe project received support from 
the European Commission at the conceptual stage. 
The European Commission has included it on a list 
of key infrastructure projects that are of common 
interest to Europe, which basically means that 
the project will bring some significant benefits 
to at least two EU member states as well as it will 

57 https://serwisy.gazetaprawna.pl/energetyka/artykuly/1447788,gaz-system-umowa-baltic-pipe.html#icwcv=15
58 https://www.pb.pl/naimski-w-ciagu-kilku-kilkunastu-tygodni-wybrany-zostanie-wykonawca-morskiego-odcin
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contribute to market integration and increase 
competitiveness, enhance supply security and reduce 
greenhouse gas emissions. Like the aforementioned 
projects, the Baltic Pipe was listed among the EU’s 
projects of common interests that yet again helped 
bolster Eastern European EU members their energy 
security and benefit from accelerated permitting 
procedures and specialized regulatory solutions 
within the EU-wide Connecting Europe Facility. 
A grant agreement releasing €33 million of EU 
funding from the instrument to carry out design 
works was earmarked for the Baltic Pipe. In 2015, 
it had received €400,000 in grants to conduct 
studies and surveys as well as pre-construction 
activities60. On April 5, 2019, an agreement was 
signed for co-financing the Baltic Pipe construction 
works as part of the EU’s Connecting Europe Facility 
(CEF) with the Innovation and Network Executive 
Agency, in which a €215 million subsidy was agreed 
upon. The pipeline has the purpose of strengthening 
the European internal energy market by reaching 
the EU’s energy policy objectives of affordable, secure 
and sustainable energy to make it resistant to any 
energy-related crises. The Baltic Pipe also promotes 
joint trade in raw materials and the use of gas 
as an energy source, which, as mentioned earlier, may 
be favorable to the environment as the European 
Union set it out as one of its topmost assumptions. 
The European Commission is ramping up efforts 
to protect the environment by reducing greenhouse 
gas emissions, as illustrated by its strategies to ensure 
even lower carbon-related output. In November 
2018, Commissioner for Climate Action and Energy, 
Miguel Arias Cañete, said “the EU has already started 
the modernisation and transformation towards 
a climate neutral economy. 

And today, we are stepping up our efforts as we 
propose a strategy for Europe to become the world’s 
first major economy to go climate neutral by 2050.” 
“With our new targets for renewable energy sources 
and energy efficiency by 2030, we should drop 
greenhouse gas emission by 45 percent.” he added. 
Baltic Pipe can also contribute to increasing the use 
of natural gas as an energy source, thus replacing 
coal and reducing carbon dioxide released into 
the environment, which is in line with the guidelines 
for the reduction of this chemical compound not only 
in Europe, but also globally. Environmental protection 
is what all states should pay attention to, through 
their own deeds and as part of related communities. 
Poland’s independence of Russian energy fits into 
the EU’s policy of diversification to ensure energy 
security for the bloc’s nations. This gained momentum 
in the wake of Russia’s annexation of Crimea from 
Ukraine, and a batch of sanctions that followed, 
bringing a threat of halting Russian gas supplies. 
It is of paramount importance in the north-south axis 
as an attempt to break the monopoly of the existing 
gas corridors. The idea originated with late President 
Lech Kaczynski a decade ago, but it was only recently 
it has taken on a more tangible form.  
With its construction comes the successful 
implementation of a gas pipeline infrastructure across 
the Russia-Europe energy corridor. Once complete, 
the newest energy infrastructure will connect up 
Central European countries along the north-south 
corridor, thus independently of Russia. The Baltic 
Pipe is designed to diversify gas deliveries, integrate 
energy markets while standardising prices 
and ensuring supply security in Poland and Denmark, 
as well as across Central and Eastern Europe 
and the Baltic Sea region.

59 http://biznes.pap.pl/en/news/pap/info/2853355,pgnig-sfinalizowal-zakup-dodatkowych-udzialow-w-zlozu-duva
60 https://warsawinstitute.org/pl/baltic-pipe-od-koncepcji-decyzji/
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With the full use of new supply sources, 
namely two LNG terminals and the Baltic 
Pipe, Poland may bring into the country 

more gas than it actually needs. Although Poland 
is said to increase its domestic demand from 16 
bcm to 21 bcm by 2035, chiefly amidst its energy 
transition from coal to gas, the country’s authorities 
seek to use energy surplus to make the country a gas 
hub. The energy surplus will be stored and resold 
to further customers, including the Czech Republic, 
Slovakia, the Baltic States and Ukraine, but trading 
on the spot market is also being considered. 
Interconnectors linking Poland with its neighbors 
are currently being built to make the country a gas 
hub. Plans are also to purchase gas storage facilities 
in western Ukraine, thus right off the Polish border. 
Suffice it to say that of all European states, Ukraine 
has the biggest energy storage capacities of some 
30 bcm of “blue fuel.” Building a Polish gas hub goes 
in line with what the Three Seas Initiative attempted 
to, namely to integrate the region stretching between 
the Adriatic Sea, the Baltic Sea and the Black Sea 
through the energy infrastructure development. Gas 
is of key strategic importance here. In a long-term 
perspective, Croatia and Poland plan to link their 
liquefied natural gas (LNG) terminals by to boost 
energy security and cut dependence on Russian 
supplies of the fuel while pumping gas from both east 
to west as well as from north to south. In doing so, they 
seek to bar Moscow from using energy as a coercive 
tool vis-a-vis the countries of the region61. The North-
South Corridor would create a gas connection for 
almost all Central European countries, which would 
bring tangible benefits to each of them in the form 
of an alternative to gas supplies, since the countries 
of this part of Europe import gas mainly from Russia. 
Once in place, the North-South Corridor will increase 
the negotiating leverage of Central European countries 
in energy talks with the Russian Federation, as it will 
allow access to the global LNG market, thus obtaining 
favorable pricing conditions. U.S.-sourced gas 
supplies could help implement the North-South Gas 

Corridor. In 2014, the Visegrad Group (V4) states sent 
a joint letter to the U.S. Congress asking Washington 
to take action, which eventually proved effective. 
Three years later Poland’s Swinoujscie LNG terminal 
received the first delivery of U.S.-sourced liquefied 
natural gas. Slowly but surely, it began taking over 
those markets that so far were dominated by Russia’s 
Gazprom. By importing gas from the United States 
and expanding infrastructure, Poland has a chance 
to become a regional gas hub. Poland has bought 
some 8 bcm of U.S. LNG per year. For this reason, 
the country is setting eyes on building a floating 
storage and regasification units outside Gdansk. This 
paves Warsaw’s way for exporting gas to its fellow 
V4 nations, but also Ukraine can reap some benefits. 
What is of paramount importance here is having free 
access to the sea and new gas terminals. But the latter 
are not enough to guarantee energy security in Poland 
and its neighbors. It is essential to install on-ground 
infrastructure allowing gas to be dispatched between 
countries. Further steps are being taken to develop gas 
connections that will connect the Polish and Lithuanian 
gas transmission systems, currently known as GIPL, 
or those between Poland and the Czech Republic. 
A Poland-Ukraine gas interconnection is planned 
as well. As a result of the change in the gas distribution 
route, Poland’s gas transmission system needed 
to be rebuilt to make it adaptable to the north-
south and west-east axes. Poland’s gas transmission 
system has for years been adjusted to both transport 
and distribution of raw materials supplies flowing from 
the east. Works are being carried out to construct 
further gas interconnectors. Poland has a system entry 
point on the border with the Czech Republic, which 
is here gaseous fuel is injected into the Polish gas pipeline 
network. Located in the town of Cieszyn, it has an annual 
capacity of 0.5 bcm, but this may grow to as much 
as 2.5 bcm a year. In December 2017, Gaz-System signed 
a contract for the construction of the Strachocina–
Pogorska Wola gas pipeline, which is one of the elements 
of the Polish-Slovak system connection running between 
Strachocina and Velke Kapusany. 

61 https://www.energetyka24.com/gaz/po-co-nam-dywersyfikacja-dostaw-gazu-analiza-
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Construction began in late 2019. Also, the company 
got 140 million zlotys in grants to build the Tworog – 
Kedzierzyn-Kozle gas pipeline alongside the country’s 
southern border. Poland’s Gaz-System and Slovakia’s 
Eustream got €108 million in EU funds to implement 
the project. In a justification, EU institutions said 
the project is one of the region’s key initiative 
seeking to improve the area’s gas supply security. 
However, much will depend on internal calculus 
of the remaining V4 nations, in particular their 
approach to energy sources. Hungary is in favor 
of bringing more Russian-sourced gas, as is the case 
of the TurkStream energy link. The Czech Republic 
may express more interest in buying Russian gas  
from Germany, and not Poland.

The Three Seas Initiative is meant to enhance unity 
within Central Europe, linking those that formerly 
belonged to the Soviet sphere of influence. The U.S.-
backed platform has twelve member states: Austria, 
Bulgaria, Croatia, Czech Republic, Estonia, Hungary, 
Latvia, Lithuania, Poland, Romania, Slovakia and 
Slovenia. The initiative aims to create an intermarium 
regional dialogue on a variety of issues like energy 
cooperation, transport and telecommunications. 
Energy partnership has reference to projects seeking 
to break Russian gas dominance in the countries 
affected. These are seeking to receive gas from 
outside the Russian Federation, considering Polish, 
Lithuanian and Croatian liquefied natural gas facilities 
and an ample network of bidirectional interconnectors 
as a tool for putting theory into practice. In it, V4 
countries will serve a pivotal role, at least due to their 
strategic location. The North-South Gas Corridor will 
contribute to the building of regional gas market, 
and U.S.-sourced liquefied natural gas deliveries will 
allow them to boost energy security. To ensure real 
diversification efforts, it is vital to bankroll further gas 
links between these four and to look for new energy 
suppliers. With these projects in place, the Visegrad 
Group could import up to 45 percent from elsewhere 
than Russia. The North-South Gas Corridor could 
eventually connect Norwegian deposits to the south 
of Europe, via the Baltic Pipe, and become the leading 
gas axis linking the Swinoujscie and Gdansk facilities, 
via southern Poland, the Czech Republic, Slovakia and 
Hungary to the Croatian liquefied natural gas terminal. 
The axis could be encircled by a network of bilateral 
gas interconnectors and domestic gas pipelines that 
either already exist or will emerge sometime soon. 

If successful, the North-South Gas Corridor would 
bring many benefits to the countries of the region, 
including increased integration of regional gas 
markets, security of supply, enabling access to new 
sources of supply (LNG, Norway) for Eastern Europe, 
coordination of regional infrastructure projects, 
market rules harmonization, enabling implementation 
of regional crisis prevention and emergency 
procedures. Not incidentally, the European 
Commission listed the North-South Gas Corridor 
as a “project of common interest.” Possibly, this 
could be linked to the Southern Gas Corridor (SGC), 
allowing the Three Seas nations to receive Norwegian-
sourced gas and liquefied natural gas, as well 
as energy flows from the Caspian Sea. Provided that 
the SGC infrastructure is bound to the anticipated 
EastMed gas link, the region could see energy flowing 
from the Eastern Mediterranean fields.

What is central to the success of the North-South 
Gas Corridor is stepping up construction work 
in its southern portion. In the north, Poland’s 
Swinoujscie LNG facility is being expanded while 
construction work on the Baltic Pipe link is going 
as scheduled. Preparatory works to build an LNG 
terminal on the Croatian island of Krk saw years-
long challenges, putting its fate in limbo. This could 
discourage potential gas recipients. This, in turn, has 
a negative impact on the project implementation 
prospects – all the more so since, unlike in Poland, for 
Croatia, the LNG terminal is not critical to securing 
and diversifying supplies. Finally, on January 30, 2019, 
the Croatian government adopted a decision to finance 
the first phase of the floating LNG terminal project, 
estimated to cost €234 million. In it, the country 
will buy a floating storage and regasification 
unit with a whole capacity of 2.6 bcm along with 
a jetty and related infrastructure. A direct financial 
contribution of €100 million will come from 
the Croatian State budget, thus covering 43 percent 
of the total cost. The European Commission has 
pledged €101.4 million in grants for the construction 
of the floating terminal, since the project is included 
on the Commission’s list of projects of common 
interest (PCI), while the remaining €32.6 million will 
come from Croatia’s state-run companies: power 
utility Hrvatska Elektroprivreda (HEP), Croatian 
national gas transmission system operator Plinacro 
and LNG Hrvatska, the company that will be running 
the terminal. 

62 https://www.osw.waw.pl/pl/publikacje/analizy/2019-02-06/chorwacja-blizej-budowy-terminalu-lng-na-wyspie-krk
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The investment is set to be completed by January 
202162 after months-long construction works launched 
back in April 2019. As part of them, companies 
took efforts to prepare the site and infrastructure 
for receiving and sending liquefied natural gas. 
A Norwegian company will deliver a gas regasification 
installation, possibly in late September and early 
October 2020. It involves mooring a 280-meter-long, 
28-meter-high and 43-meter-wide repurposed gas 
tanker. Croatia has chosen Norway’s Golar Power 
to provide a floating storage and regasification unit 
(FSRU) for the import project. Its LNG carrier Golar 
Viking is currently undergoing the requisite conversion 
works in Korea’s Hudong shipyard. The facility 
is both built and operated by LNG Croatia, a state-
run company set by the country’s transmission pipe 
operator Plinacro. It is located in the site of the now-
defunct chemical firm Dina, on the site of an old 
jetty that was not long ago used to supply ethylene 
for the production of polyethylene. At the moment, 
work is progressing on the construction site of a new 
jetty for the LNG terminal. Croatia produces around 
70 percent of its own gas. Also, the country buys 
some small quantities of gas from Russia’s Gazprom. 
The newly constructed liquefied natural gas terminal 
will focus rather on neighboring countries. 

With a gas link between Croatia and Hungary, the former 
state is capable of pumping 1.5 bcm of gas a year 
through the Hungarian energy connection. The first 
compressor station in Croatia’s gas transport system 
was opened as of late 2019. Also, the country’s Plinacro 
is set to link it through a specially devised gas pipeline 
with both the terminal and a section of the Zlobin-Rupa 
energy trunkline. Though the facility will have an annual 
regasification capacity of 2.6 bcm, LNG Croatia received 
binding offers from just two buyers, Hungary’s oil 
and gas group INA and Croatia’s HEP. Together, they 
committed to leasing an aggregated 520 million cubic 
metres of gas per year, 100 and 420 million cubic 
meters respectively63. During Open Season bidding 
to determine market interest and identify potential 
customers, Hungarian energy firms were interested 
in purchasing a 25 per cent stake in LNG Croatia, 
Hungarian Foreign Minister Peter Szijjarto told journalists 
on April 12, 2019. Whether the proposal will be accepted 
or not depends on competitive pricing conditions. 
The Hungarian official said it was in Hungary’s strategic 
interest that the terminal should be built and that 
it should offer gas to Hungary at a competitive price. He 
added that the decision and the plans for the terminal 
have been in place, but “there has been no progress” 
in the physical implementation. 

63 https://biznesalert.pl/gazoport-terminal-lng-krk-chorwacja-energetyka-gaz/
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The Hungarian foreign minister said that Croatia had 
“not yet provided a clear answer” on the matter, 
as the country wants to take a decision on Hungary’s 
offer at the same time as it contracts gas volume. But 
Hungarian state-run major will take action only if they 
find it a profitable move. Szijjarto said Hungary would 
not buy more expensive gas. Meanwhile, the project’s 
financial structure was closed, prompting Croatia  
to turn down the Hungarian offer. 

But what the two companies bought is too scarce 
to lay the economic groundwork for the project’s 
positive investment decision as it will only be viable 
if the terminal was booked in 60 or 75 percent of 
its whole capacity. But LNG Croatia believes the 
facility will attract customers as soon as it becomes 
operational. Wholly operated by Golar Power, the 
terminal will see annual operating costs ranging from 
€12 to 13 million for ten years. LNG Croatia director 
Barbara Doric said the costs would be recouped after 
a year. As much as 1.1 bcm of the terminal’s capacity 
needs to be leased in order to ensure its viability.  
Also, the whole undertaking costs much less than 
expected; though initially believed to be €383 
million, the total sum hit €234 million. What exerted 
a major impact on it was the cost of buying a vessel. 
Originally, about €250 million were earmarked for 
this purpose, while the FSRU vessel was €159.6 while 
the cost of the docking work was €58.5 million. 
Major savings were also made by not buying land 
property64. But Zagreb’s decision seems more 
politically than economically motivated. Rather than 
to give major profits to Croatia, the LNG facility is 

poised to guarantee energy security to the whole 
region. The United States also emerged victorious 
there, as they had long striven for a liquefied 
natural gas terminal, saying this would limit the 
area’s dependence on Russia. Possibly, the Croatian 
authorities took the decision amidst the country’s 
dwindling domestic gas resources and its shrinking 
production. While Croatia took 54 percent of energy 
from domestic output, this was no more than 46 
percent a year later. According to those being in favor 
of the Croatian Krk terminal, this is chiefly to ramp 
up the country’s efforts toward the diversification 
of natural gas supply sources. As of 2016, Croatia’s 
annual gas consumption was 2.7 bcm, of which 1.8 
bcm come from internal production. The country 
relies on the sole supplier, Russia’s Gazprom, under 
a deal it signed with Croatia’s Prvo Plinarsko Drustvo 
(PPD). The ten-year agreement was brokered between 
these two back in 2017. By late 2027, the Russian 
major will supply it with 1 bcm of gas per year, which 
was 34 percent of the country’s whole natural gas 
consumption as of 2017. With its energy deal, Croatia’s 
PPD will be able to bridge the gap that could be 
filled by an LNG terminal. As the investment is being 
postponed, this would empower Russia to ink new 
deals with countries like Hungary, Slovenia and Serbia, 
thus potentially serving as ready markets. Seeking to 
safeguard its interest, Moscow could take advantage 
of Croatia’s volatile politics and protest rallies in the 
country’s seaside town of Omišalj that will be home 
to the terminal as its residents are fearful of declining 
tourism revenues while environmental organisations 
highlight the pollution of seawater65.

64 https://biznesalert.pl/gazoport-terminal-lng-krk-chorwacja-energetyka-gaz/
65 https://www.osw.waw.pl/pl/publikacje/analizy/2019-02-06/chorwacja-blizej-budowy-terminalu-lng-na-wyspie-krk
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The North-South Gas Corridor allow the EU 
to import gas from the Caspian region for 
the first time, through a link between 

the energy systems of the Three Seas Initiative states 
and the Balkans, to three EU-endorsed SGC pipelines. 
A 182-kilometer gas interconnector is being built by 
Bulgaria and Greece to link Komotini with Stara Zagora. 
Construction work kicked off in May 2019.  
Back in November 2018, the energy project got support 
from the European Commission. The pipeline, which 
has a total estimated cost of €220 million, is expected 
to ready by the end of 2020. Its initial annual capacity 
will range from 3 to 5.5. bcm of gas. The Interconnector 
Greece-Bulgaria (IGB) will link Bulgaria to Azerbaijan’s 
gas flows both through the TAP pipeline and via 
the Alexandroupolis Independent Natural Gas System, 
or INGS, running directly from a new LNG terminal 
being built in Alexandroupolis, Greece. The IGB pipeline 
is an alluring alternative to Russian gas flow to Bulgaria. 
Back in January 2020, the country’s government said 
that Bulgartransrgaz would buy a 20 per cent share 
in Gastrade, the future floating regasification unit. This 
is line with the country’s energy strategy by 2030 it had 
adopted back in 2019. In early March 2020, the state-
run gas company Bulgartransgaz booked a capacity 
of around 500 million cubic metres of natural gas 
per year for a ten-year period at the Alexandroupolis 
Independent Natural Gas System (INGS). Construction 
of the Alexandroupolis floating terminal is on schedule 
for an opening in the second half of 2020. The terminal 
will see annual gas flow of 12.2 bcm, chiefly from 
Qatar and the Mediterranean, as well as U.S.-sourced 
liquefied natural gas. Once made operational, both 
the Alexandroupolis LNG terminal and the IGB 
interconnector will bring much to Greece, as these 
will boost import capacity of the country’s already 
operating Revithoussa LNG facility. With bigger 
liquefied natural gas import capabilities and a vast 
network of SGC pipelines, Athens will boost their 
position as a key interconnector point regionwide.

Many Central and Southern European states remain 
reliant on the sole supplier, getting most of their gas 
flows from Russia. The Southern Gas Corridor, or SGC, 
is being built to help diversify their energy supplies, 
running from the Caspian Sea, Central Asia, the Middle 
East, and the Eastern Mediterranean. Initially 
slated to become operational by late 2020, the link 
is to envisages the transport of 10 bcm per year into 
Europe. But with energy imports from the Caspian 
Sea and the Eastern Mediterranean, this may be 
even 10 or 20 bcm more. For this reason, the Baku 
authorities and investment companies are planning 
to develop new fields in Azerbaijan: Absheron, Umid, 
Babek, Karabakh, Dan Ulduzu, Ashrafi, Shah Deniz 3 
and some others. These should be enough to feed 
the Southern Gas Corridor66.  
This will bring benefits to a number of entities, 
not only end consumer. For instance, Georgia 
plans to receive 1.1 bcm of fuel for gas transit from 
Azerbaijan via the Southern Gas Corridor (SGC) by 
2023. At present, the country gets 300 million cubic 
meters of gas from 6 bcm, thus roughly 5 percent. 
When 23 bcm of gas will be transported through 
the Southern Gas Corridor annually, Georgia will 
receive proportionally more. Projects allowing gas 
flows from the Southern Gas Corridor were listed by 
the European Union as projects of common interest. 
The European Union pledged support for the Trans 
Anatolian Pipeline (TANAP) and the Trans Adriatic 
Pipeline (TAP), both of which are to carry Azerbaijani 
gas to Italy, moving through Georgia, Turkey, Greece, 
Albania, and the Adriatic Sea. The EU is working 
closely with transit countries and gas-supplying 
countries like Azerbaijan. Also, the European Union 
has adopted a mandate to negotiate a treaty between 
the EU, Azerbaijan and Turkmenistan to build a Trans 
Caspian Pipeline System. The launching ceremony 
of the first stage of the SGC was held in Baku in May 
2018, while opening ceremony of TANAP took place 
in June 2018 in Turkey’s Eskisehir city67.

66 https://www.aboutenergy.com/en_IT/topics/southern-gas-corridor.shtml
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The Southern Gas Corridor consists of three parts:

1) the 700-kilometer South Caucasus Pipeline (SCPX), 
which stretches from Baku and extends westward 
into Georgia’s Erzurum through the country’s 
capital Tbilisi, bringing together Azerbaijan, Georgia 
and Turkey;

2) the 1,850-kilometer Trans Anatolian Pipeline 
(TANAP) that traverses the entire territory of Turkey 
from east to west, linking the country with Georgia 
and Greece;

3) the 878-kilometer Trans Adriatic Pipeline (TAP), 
which moves through Greece and ends in Italy.

All gas links that encapsulate the Southern Gas 
Corridor stretch over 3,500 kilometers and link 
Caspian Sea gas fields with Italy’s Apulia. These bring 
or will bring gas to countries located along the axis, 
including Georgia, Turkey, Greece, and Albania, or their 
neighbours – like Bulgaria and the Western Balkan 
states – through a dense network of connectors 
and legs. Other countries like Romania and Ukraine 
also want to join the club, though they need to create 
an offshore link, thus transporting gas in its liquefied 
form. Azerbaijan’s SOCAR said that gas supplies from 
the country’s Shah Deniz 2 field will be distributed 
as follows: 6 bcm of gas to Turkey;  
0.5 bcm to Albania (or more depending 
on requirements); 1 bcm to Greece; another to Bulgaria 
via the IGB interconnector, while up to 18 bcm 
is intended for Italy68. The South Caucasian Pipeline, 
or the SGC’s oldest element, has been in operation 

since 2006. But only with TANAP and TAP can gas 
flow reach the European Union. The Trans-Anatolian 
Pipeline (TANAP), or the Turkish leg of the Southern 
Gas Corridor, runs from the Turkish border with 
Georgia, crosses 20 Turkish provinces, running parallel 
to the South Caucasian Pipeline when going through 
Erzurum, and ends at the Greek border in Edirne 
in Thrace. The first phase of the Trans-Anatolian 
Pipeline project (TANAP) was completed in June 2018, 
with a ceremony held in Turkey’s Eskisehir province. 
Commercial gas shipments began flowing to Turkey 
in late June 2018. Since then and until late October 
2019, the country has gotten an aggregated 3.08 
bcm of gas through TANAP. On November 30, 2019, 
Turkey and Azerbaijan formally marked the completion 
of the Trans-Anatolian Natural Gas Pipeline (TANAP) 
in inauguration ceremony held in the Turkish town 
of Ipsala on the Greek border. TANAP links there with 
the next leg of the Southern Gas Corridor, or the Trans-
Adriatic Pipeline (TAP) that brings energy into Europe. 
TANAP’s shareholders are Azeri state energy company 
SOCAR (51 percent), Turkish firm Botas (30 percent), 
BP (12 percent) and SOCAR Turkey (7 percent). 
The SGC will initially supply a total of 16 bcm of gas 
per year, with 6 bcm remaining in Turkey and 10 bcm 
continuing on to Europe through TAP.

The Trans-Adriatic Pipeline (TAP) is a key element 
of the Southern Gas Corridor for gas supply to Europe. 
Nevertheless, in October 2018, the governing Five 
Star Movement party endorsed TAP, thus abandoning 
its earlier protests. TAP, the final leg of a $40 billion 
project called the Southern Gas Corridor, was initially 
estimated at $45 billion. 

67 https://www.azernews.az/oil_and_gas/157713.html
68 https://www.aboutenergy.com/en_IT/topics/southern-gas-corridor.shtml
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Still in October 2018, during Conte’s visit to Moscow, 
Italian Prime Minister Giuseppe Conte authorized 
TAP’s construction despite Russia’s proposal 
to connect TurkStream to the Italian gas network.  
But what the U.S. did was more important there. 
During his July 2018 visit to Washington, Italy’s 
Conte called the pipeline a “strategic work69.“ Italy’s 
approval for TAP means everything will be going 
as scheduled. Notably, Italian President Sergio 
Mattarella, during his July 2018 visit to Azerbaijan, 
called the SGC exceptionally vital for Europe.  
TAP will cover 12 percent of domestic demand 
in Italy, where it may cause a drop in gas prices70. 
In December 2019, the Trans-Adriatic Pipeline 
was 90 percent completed as of late, the TAP 
AG consortium building the natural gas pipeline 
said. It will have an initial capacity of 10 bcm. 
TAP transports natural gas through Turkey, 
Greece, and Albania to the final destination, Italy. 
The pipeline’s Greek and Albanian legs are ready. 
There remains an offshore link stretching between 
Albania and Italy, slated to become operational by 
late 2020. From Bulgaria, gas flowing through TAP 
will reach Bulgaria via the IGB interconnector. One 
of the lines, known as the Ionian-Adriatic Pipeline, 
is intended to run from Albania through Montenegro 
and Bosnia and Herzegovina, to Croatia. The capacity 
of the bidirectional pipeline will amount to 5 bcm 
of gas per year. Four companies, Montenegro Bonus, 
Albania’s Albgaz, Bosnia’s BH-Gas, and Croatia’s 
Plinacro, agreed to a joint venture for the construction 
of the pipeline in which all companies will hold a 25 
percent stake. Preliminary designs will be completed 
by September 202071. Ukraine and Romania are also 
interested in leaving their footprint there. As for 
the latter country, it seeks to enter the Agri project, 
or the Azerbaijan-Georgia-Romania interconnector. 
It would start from the Caspian Azerbaijan deposits 
and run to the Kulevi terminal, on the Georgian Black 
Sea coast, from where it would be transported as LNG 
to the Romanian port72 of Constance Ukraine would 
need to import Caspian gas through a similar route. 
Following a meeting with Azerbaijan’s President Ilham 
Aliyev in Baku, his Ukrainian counterpart, Volodymyr 
Zelensky, said Kyiv backed the SGC concept and, 
alongside Azerbaijan, would consider the possibilities 

of developing the project73. The SGC pipeline could 
grow even stronger if other Caspian countries joined 
the club. Eastern Caspian gas field could be linked 
to Azerbaijan. In November 2018, Azerbaijan’s 
President Ilham Aliyev flew to Turkmenistan in what 
marked his very first visit to the country since 
five coastal nations signed a landmark agreement 
on the legal status of the Caspian Sea. The deal’s 
key provision affects the prospects of constructing 
the Trans-Caspian Pipeline (TCP), removing any legal 
barriers. An important stage in the development 
of SGC and the increase of gas supplies to Europe 
along this route would be to include Turkmenistan 
in the project with its capacity to export 30 bcm 
of gas to Europe. Five years ago Turkmenistan voiced 
interest in joining SGC by signing the Ashgabat 
Declaration. While the European Union and the United 
States spoke in favor of creating the Trans-Caspian 
Pipeline, Russia and Iran are against.  
This is a proposed 300-kilometer link that would 
stretch between Turkmenistan coastal city 
Turkmenbashi to Baku in Azerbaijan. It may also 
include a connection between the huge Tengiz 
or Kashagan fields in Kazakhstan. At a February 
2019 meeting of the SGC Advisory Council 
in Baku, the European Union and Azerbaijan invited 
Turkmenistan to join the project. In August 2019, 
the European Commission reportedly resumed 
negotiations with Turkmenistan74. 

Also, Turkey is a key essential country for 
the transport of Caspian gas – while circumventing 
Russian territory – for plausible energy supplies from 
Iraq, Iran and Syria. Furthermore, it is of paramount 
importance for developing production capacities 
of Eastern Mediterranean states that later send their 
gas into Europe. Strained ties between Ankara and its 
neighbors, as well as Western nations, could have 
a negative impact on the situation. This is all the more 
so that Turkey has had an appetite for becoming 
a powerful gas hub for roughly two decades, serving 
a pivotal role in energy trade into Europe. In doing 
so, Ankara is looking to make use of its being 
geographically close to both long-standing and new 
gas producers: Russia, Iran, Iraq, Caspian nations, 
Egypt, and Cyprus. 

69 https://www.whitehouse.gov/briefings-statements/remarks-president-trump-prime-minister-conte-italy-joint-press-conference/
70 http://jamestown.org/program/despite-us-sanctions-on-iran-green-light-for-the-southern-gas-corridor/
71 https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/european-energy-diversification-how-alternative-sources-and-

routes-can-bolster-energy-security-and-decarbonization/
72 https://www.aboutenergy.com/en_IT/topics/southern-gas-corridor.shtml
73 https://www.president.gov.ua/en/news/ukrayina-ta-azerbajdzhan-aktivizuyut-spivpracyu-u-sferi-mizh-58929
74 https://emerging-europe.com/news/igu-southern-gas-corridor-could-help-europe-diversify-energy-imports/
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With Turkey’s great expectations comes a change 
in its gas import structure. In January and February 
2019, Turkey bought as many liquefied natural gas 
loads as it did throughout the whole 2018. Meanwhile, 
it purchased less gas coming from the Trans-Balkan 
Pipeline, an energy link encapsulating Ukraine, 
Moldova, Romania, and Bulgaria. In 2018, Turkey 
purchased much less piped energy, chiefly from 
Russia, making a tilt towards liquefied natural gas. 
In 2018, Turkey was Europe’s second-biggest U.S. 
liquefied natural gas importer only to the United 
Kingdom while coming in eleventh worldwide, 
according to U.S. Department of Energy. Turkey buys 
record high volumes of liquefied natural gas, making 
use of both its bigger import capacity and favorable 
economic conditions on global gas markets. 

Recent decline in Russian energy imports stems from 
the country’s lower demand at home alongside its 
scarce pricing flexibility. Launched in early 2020, 
the TurkStream gas link is unlikely to reverse this 
trend. Buying more liquefied natural gas instead 
of Russian piped energy is in line with Ankara’s 
attitude towards Moscow, including conditions 
of the TurkStream gas export pipeline to Europe 
or future gas supplies from Russia into Turkey.  
2021 marks the expiry of Turkey’s gas deal 
with Gazprom as well as some others, with Iran 
and Azerbaijan75.

75 https://www.osw.waw.pl/pl/publikacje/analizy/2019-03-21/turcja-przyspieszenie-dywersyfikacji-zrodel-dostaw-gazu
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EASTMED  
AND MEDITERRANEAN GAS

9

A key link in the energy transport into southern 
Europe, Turkey has recently seen a threat 
in ongoing developments in the Eastern 

Mediterranean. Recent years have brought new gas 
discoveries in Cyprus and Israel. On January 3, 2020, 
they signed an agreement to construct 1,900-kilometer 
undersea pipeline to carry natural gas from the eastern 
Mediterranean to the Greek island of Crete. It would 
then move on into Europe’s gas network, carrying  
10 bcm of gas annually.  
With the whole capacity of 20 bcm, the EastMed 
energy pipeline would run from Israeli and Cypriot 
waters to Greek mainland and into Italy. The $7 billion 
project will see funds from a joint venture between 
Greek gas firm DEPA and Italian energy group Edison, 
but the United States and the European Union are 
also likely to enter the game. East Mediterranean gas 
flows, once in Europe, should be from 20 to 30 percent 
cheaper than Russian-sourced energy delivered 
through the TurkStream’s second leg that is currently 
being built76. The countries aim to have the pipeline 
completed by 2025, but that would be tough, not only 
amidst the project’s exorbitant costs, but also political 
issues. Turkey has opposed the EastMed pipeline, 
saying it would not allow these types of projects 
and it did not recognize Cyprus’s international waters. 
In it, Ankara could count on Russia, as the latter 
is fearful of yet another dangerous rival on the regional 
gas market. What poses a threat to EU gas supply 
routes coming from the Eastern Mediterranean are 
political spats over maritime boundaries and thus rights 
to exploit gas deposits along the seafloor. This is chiefly 
about the Aphrodite gas fields, discovered back in 2011 
and located in the Cypriot exclusive economic zone, 
some 135 kilometers south of Cyprus, 34 kilometers 
west of Israel’s Leviathan gas fields, and some 80 
kilometers northeast of Egypt’s Zohr deposits. 
The Aphrodite gas fields may hold between 100 
and 170 bcm of gas. Egypt, Cyprus and Israel signed 

a deal for gas extraction and its subsequent export 
onto European markets. Also, Cyprus established 
exclusive economic zone-delineation treaties with 
Egypt in 2003 and Israel in 2010. In August 2013, 
the governments of Egypt, Israel and Cyprus signed 
an energy cooperation deal. The Cypriot government’s 
top leading partners and U.S.-based ExxonMobil 
and Noble Energy. Cyprus signed a natural gas 
exploitation deal worth $9 billion with a consortium 
comprised of industry giant Shell, US-based 
Noble and Israel’s Delek. In January 2019, Eastern 
Mediterranean countries, including the Palestinians, 
met in Cairo to set up a forum to create a regional gas 
market to coordinate efforts to built a regional gas 
market and develop liquefied natural gas facilities for 
energy exports into global markets. In February 2019, 
U.S. oil company ExxonMobil announced it had made 
a natural gas discovery off the coast of Cyprus.  
Nicosia were also in talks with Cairo to construct 
a pipeline connecting the fields with Egypt.

Egypt had sent its gas flows abroad until 2011, but its 
domestic output dropped sharply after the country 
plunged in political turmoil amidst the Arab Spring 
and some internal spats that followed. In addition 
came an increase in domestic demand, which 
prompted Cairo to become a net liquefied natural gas 
imported, worth $3 billion per year. In 2015, a huge 
find was made in Egypt’s Zohr gas field that could 
hold 850 bcm of gas. This doubled Egypt’s proven 
gas fields. More gas was discovered in the Nile Delta 
and in the north of Egypt’s Sinai Peninsula. The Zohr 
and Nour gas field made the country self-sufficient 
in natural gas. Egypt now has the ambition to turn 
into a vital regional gas hub by re-exporting Israeli 
and Cypriot gas through its energy infrastructure. 
In 2018, U.S., Israeli and Egyptian firms announced 
the signing of a 10-year contract to export Israeli-made 
natural gas to Egypt to be sent further to Europe. 

76 https://zn.ua/energy_market/nelishniy-gazoprovod-341240_.html
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For this reason, Cairo initially rebuffed an idea 
to construct the EastMed, an offshore gas pipeline 
running from Israel, through Cyprus and Greece, 
to Italy. Only after EU and U.S. support has Egypt 
agreed. Egypt’s Petroleum Minister, Tariq Al-Mulla 
voiced support for the project. Israeli gas flows 
should be enough to feed the EastMed energy 
pipeline and to be sent to Egypt. On December 
31, 2019, Israel’s offshore Leviathan field started 
pumping gas using the transmission system of Israel 
Natural Gas Lines, or Natgaz, and then to the Israeli 
market. The Leviathan and Tamar gas deposits are 
both poised to fully satisfy Israel’s and Jordan’s 
demand, but they will also meet conditions for 
the export of natural gas to Egypt and then 
to Europe, Leviathan’s and Aphrodite’s combined 
gas volumes amount to some 620 bcm of natural 
gas77. The former’s operation, Texas-based Noble 
Energy, is looking to launch further flows to Egypt 
and Jordan once it kicked off supplies to the Israeli 
market. On November 3, 2019, a consortium of U.S. 
Noble Energy, Israel’s Delek Drilling and Egypt’s 
East Gas Co. bought a 39 percent stake in the EMG 
pipeline for some $185 million. The 90-kilometer 

offshore gas link is poised to pump 7 bcm of Israeli 
gas to Egypt78 a year, and then, once expanded, also 
9 bcm. The partners in Israel’s Tamar and Leviathan 
natural gas fields are US Noble Energy and Delek 
Drilling. They both hammered out a $15 billion deal 
with an Egyptian gas recipient, Dolphinus Holdings, 
to export natural gas to Egypt. In October 2019, 
the accord was supplemented by an annex increasing 
deliveries by one third, to 85 bcm, worth $20 billion79.

Though Israeli-Egyptian gas cooperation seems safe, 
it is Cyprus that found itself in a far tougher position. 
For several years, Turkey has pushed back against 
efforts by Cyprus to exploit those gas deposits. 
In May and June 2019, Turkey’s two drilling vessels, 
Barbaros and Yavuz, began drilling works in Cyprus’s 
territorial waters80. Ankara is defiant of Cyprus’s 
drilling, insisting that Turkish Cypriots be involved 
in operations. The EU has taken sides with Cyprus yet 
Russia is making efforts to lobby against the project 
EU-wide, through its long-standing proxies within 
the bloc. Turkey’s shadowboxing is what might pose 
a bigger threat to the development of a new gas 
source. 

77 https://zn.ua/energy_market/nelishniy-gazoprovod-341240_.html
78 https://www.al-monitor.com/pulse/originals/2019/12/egypt-israel-natural-gas-supply-deal-compensation-icc-cases.html
79 https://www.bloomberg.com/press-releases/2019-10-02/noble-energy-amends-gas-sales-contracts-with-dolphinus-holdings-limited-

increasing-firm-sales-volumes-into-egypt
80 https://www.defence24.pl/wojna-srodziemnomorska
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First, Ankara and Athens have not yet settled their 
decades-long spat over islands and sea boundaries. 
Secondly, Turkey is looking for profits from 
Mediterranean gas flows, claiming it seeks to secure 
interests of the Ankara-recognized Turkish Republic 
of Northern Cyprus. Thirdly, Turkey’s strained ties 
with Israel and Egypt may bring harm to the project’s 
implementation. Turkey might have been in the hope 
of becoming a transit link for the EastMed pipeline. 
But after these raised nothing but false hopes, Ankara 
took action to halt the project. On November 27, 
2019, Libya’s internationally recognized government 
and Turkey inked an agreement on maritime 
boundaries in the Mediterranean Sea. These run 
close to Cyprus while criss-crossing the anticipated 
route of the EastMed energy pipeline and entering 
into the Greek territory. In exchange for the new 
agreement, Turkey offered up the Tripoli-based 
government some military aid in its high against 
the country’s strongman General Khalifa Haftar. 
Speaking at a live televised interview with TRT, 
the country’s state-run TV channel, Turkish 
President Recep Tayyip Erdogan said both Libya 
and Turkey would continue drilling in the Eastern 
Mediterranean, adding that their joint operations 
might extend to the Black Sea and international 
waters. Tensions ran higher after Athens lodged 
objection to the accord between Libya and Turkey 
as a violation of international law, expelled the Libyan 
ambassador, and said what Ankara and Tripoli 
delineated as border was absolutely illegal. Also Egypt 
and Cyprus, both of which had been at odds with 
Ankara over access to oil and gas fields in the Eastern 
Mediterranean, lambasted on81 the Libyan-Turkish 
deal. At the January 8, 2020, meeting in Cairo, Egypt, 
France, Greece, Egypt and Cyprus condemned deals 
signed between Turkey and Libya assigning Ankara 
rights over a vast area of the eastern Mediterranean, 
declaring this accord null and void82. Turkey sent its 
accord with Libya on a maritime boundary between 
the two countries to the United Nations for approval 
yet their deal is in breach of the 1982 United Nations 
Convention on the Law of the Sea. Of note, Turkey 
has not signed the document. Although Libya signed 
the deal, it has not ratified it ever since. 

In line with it, that coastal nations are entitled 
to an exclusive economic zone as far out as 200 
kilometers from their coast that extends beyond 
their territorial waters of up 12 nautical miles. This 
is where they can assert their mining and exploiting 
rights. The problem is that there is more than 600 
kilometers between the Turkish coast and the nearest 
spot of the Libyan coast. Thus, Turkey’s zone cannot 
reach Libya, and this could breach the sovereignty 
of Greece, Cyprus, and Egypt. But according to Turkey, 
the exclusive economic zone could be demarcated 
from the mainland’s coastline, and not that of islands. 
Furthermore, it refuses to recognize Cyprus’s 
sovereignty and rejects the existence of Greek islands 
that are located within the Turkey-delineated exclusive 
economic zone83.

Nothwitstanding Turkey’s legally dubious steps, 
which may bar the EastMed gas pipeline from 
being developed any further, Greece, Cyprus, 
and Israel signed January 2, 2020, in Athens 
an intergovernmental agreement for the construction 
of the energy link. The project is wholly owned by 
IGI Poseidon, a joint venture between Greek natural 
gas firm DEPA and Italian energy company Edison. 
The European Commission is reviewing the feasibility 
of the pipeline, but has pledged €)36.5 million for 
research and technical planning. The US also supports 
the project, as expressed by US Secretary of State 
Michael Pompeo during a Cyprus-Greece-Israel 
trilateral summit in Jerusalem in March 2019. Once 
in operation, the pipeline is expected to transfer 
between 9 to 12 bcm a year. A final investment deal 
is expected to be reached by 2022, with the current 
budget anticipated at over €6 billion. The pipeline 
is set to be completed in about seven years84.  
Also, Greece, Cyprus and Israel seek to regain Italy’s 
support for the EastMed gas link, though back in May 
2019, the country’s Prime Minister Giuseppe Conte 
said Rome did not want to see a direct connection 
with the pipeline. Instead, Italy suggested that 
the EastMed gas pipeline be tied to the TAP energy 
link. Thus, Israel is in favor of changing the pipeline’s 
route while Greece and Cyprus are making efforts 
to convince Italy to change its mind over  
the EastMed link85.

81 https://www.bankier.pl/wiadomosc/Erdogan-Turcja-i-Libia-moga-eksplorowac-zloza-Morza-Srodziemnego-i-Czarnego-7786887.html
82 https://www.france24.com/en/20200108-turkey-libya-deals-void-egypt-france-greece-cyprus
83 https://www.defence24.pl/wojna-srodziemnomorska
84 https://www.southeusummit.com/europe/new-eastmed-pipeline-brings-tension-and-opportunity/
85 https://energypress.eu/greece-israel-cyprus-seeking-italys-east-med-return/
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A developed gas infrastructure in EU’s 
eastern regions is of key critical importance 
to ensuring energy security for countries 

wedged between the Baltic Sea in the north 
and the Mediterranean in the south. With no efforts 
to diversify gas supplies, these EU nations will fail 
to fully develop their energy markets while seeing 
adverse effects of the monopoly or domination 
of the sole supplier. Gas serves a pivotal role 
as a transition fuel in the EU-wide decarbonisation 
process, and this, along with its high prices 
and the risk of interrupted flows into Europe could 
become a severe hurdle to put the bloc’s plans into 
practice by its central, eastern and southern regions. 
Energy diversification projects contribute greatly 
to a better market situation as it is the case of Poland, 
Lithuania and Bulgaria. An expansion programme 
currently underway in Poland’s President Lech 
Kaczynski LNG Terminal and a gas pipeline bringing 
gas from Norwegian fields allow Poland to scrap 
costly and politically volatile gas imports from Russia. 

Lithuania’s Klaipeda liquefied natural gas facility 
led to a massive drop in gas prices on the domestic 
energy market. Through its gas interconnectors 
with Greece, or a country that gets liquefied 
natural gas and Caspian gas flows and perhaps also 
Mediterranean energy, Bulgaria has negotiating 
leverage over Russia whose Gazprom in March 2020 
reduced the price of the gas it sold to this country by 
approximately 40 percent. With the aforementioned 
energy projects, namely import gas pipelines, LNG 
terminals and interconnectors bringing together 
national gas transmission systems, newer EU member 
states could no longer lag behind their Western peers 
in terms of infrastructure and energy security. Also, 
this would pave their way for tightening closer energy 
cooperation with countries both east and south 
of the bloc, a favorable move for the two sides – 
both when politics and economy are at stake. There 
could hardly be a better way for EU-wide integration, 
especially that it refers to the bloc’s residents.
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