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LIST OF ABBREVIATIONS AND
UNITS OF MEASUREMENT

ACER
AfD
aFRR
Al
BaU
bcm
bpd
BDI
BRELL
CchuU
ccp
CE
CEEAG
CEF
CEN
CESEC
CISAF
CID
CISAF
DGAP
E3
EEZ
EHB
EKRE
ETS
FCR
GHG
GIPL
GUGI

GW

IEA

INES
IPS/UPS
ISR
JCPOA
kv

kWh
LLRA-KSS

LNG
LPV
LSDP
M5S
MP
MW
Mwh
mFRR
NBHC
NPP
NS/NS2

Agency for the Cooperation of Energy Regulators (EU)

Alternative for Germany (Alternative fiir Deutschland)

automatic frequency restoration reserve

artificial intelligence

business as usual

cubic meters

barrels per day

Federation of German Industries (Bundesverband der Deutschen Industrie)
Belarus, Russia, Estonia, Latvia, Lithuania

Christian Democratic Union (Christlich Demokratische Union, Germany)
Chinese Communist Party

Central Europe

Climate, Energy and Environmental State Aid Guidelines

Connecting Europe Facility

Continental European Network

Central and South-Eastern Europe Energy Connectivity

Clean Industrial Deal State Aid Framework

Clean Industrial Deal

Clean Industrial Deal State Aid Framework

German Council of Foreign Relations (Deutsche Gesellschaft fiir Auswdrtige Politik)
European Three (France, Germany, and the United Kingdom)

exclusive economic zone

European Hydrogen Backbone

Conservative People's Party of Estonia (Eesti Konservatiivhe Rahvaerakond)
Emissions Trading System

frequency containment reserve

greenhouse gas

Gas Interconnection Poland-Lithuania

Main Directorate for Deep-Sea Research ([nasHoe ynpasneHue 21y60K0800HbIX
uccnedosaHuli, Russia)

gigawatt

International Energy Agency

Initiative Energien - Speicher e.V.

Integrated Power System / Unified Power System

intelligence, surveillance, and reconnaissance

Joint Comprehensive Plan of Action

kilovolt

kilowatt-hour

Electoral Action of Poles in Lithuania-Christian Families Alliance (Lietuvos lenky
rinkimy akcija — KrikscCionisky seimy sgjunga)

liquefied natural gas

Latvia First (Latvija pirmaja vieta)

Social Democratic Party of Lithuania (Lietuvos socialdemokraty partija)
Five Star Movement (Movimento 5 Stelle, Italy)

member of parliame

megawatt

megawatt-hour

manual frequency restoration reserve

Nordic-Baltic Hydrogen Corridor

nuclear power plant

Nord Stream and Nord Stream 2
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NZIA Net-Zero Industry Act

PD Democratic Party (Partito Democratico, Italy)

PiS Law and Justice (Prawo i Sprawiedliwos¢, Poland)

PGNiG Polish Oil Mining and Gas Extraction (Polskie Gornictwo Naftowe i Gazownictwo)
PMI project of mutual interest

PPNA Dawn of the Nemunas Party (Politiné partija Nemuno Ausra, Lithuania)
PSE Polish Power Grids (Polskie Sieci Elektroenergetyczne)

PV photovoltaics

RED Renewable Energy Directive

RES renewable energy sources

SDAC/SIDC Single Day-Ahead and Intraday Coupling

SOE state-owned enterprise

SPD Social Democratic Party (Sozialdemokratische Partei, Germany)

SR strategic reserves

TAL Transalpine Pipeline

TCTF Temporary Crisis and Transition Frameworks

TFEU Treaty on the Functioning of the European Union

TSO transmission system operator

TTF Title Transfer Facility

TWh terawatt-hour

UNCLOS United Nations Convention on the Law of the Sea
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EXECUTIVE SUMMARY

This report examines how Europe’s energy connectivity is undergoing a profound transformation
driven by geopolitics, security concerns, and climate objectives. Energy markets have become
increasingly fragmented globally, and in response, the European Union has adopted a dual strategy:
strengthening internal connectivity while deliberately reducing its exposure to high-risk external
dependencies, most notably on Russia. This shift marks a structural break from pre-2022 energy
market dynamics. While limited easing of fragmentation may occur in oil and liquefied natural
gas (LNG), if geopolitical tensions decline, electricity and gas markets are unlikely to return to
old patterns. Hydrogen, though still nascent, may introduce new cross-border links, but technical
constraints and geopolitical risks suggest production and consumption will largely remain localised.

Across the EU, energy policy is driven by a logic rooted in strategic resilience rather than purely by
economic efficiency considerations. This is particularly evident in electricity balancing and capacity
markets, where self-reliance has become a central objective. Capacity mechanisms are no longer
treated as temporary safeguards but as permanent tools to ensure security of supply and attract
investment. As more member states introduce such mechanisms, the report finds that cross-
border coordination will become essential to prevent inefficiencies, fragmentation, and higher
costs. Connectivity remains valuable, but it is now evaluated through a geopolitical lens, reflecting
the emerging blocs, vulnerabilities, and strategic priorities.

At the EU level, climate policy has been reframed in terms of competitiveness and security.
Renewable energy is no longer only a climate instrument but a foundation of industrial strategy
and geopolitical resilience. However, Europe’s grids are struggling to keep pace with the expanded
ambitions. Grids are now expected to function simultaneously as climate infrastructure, industrial
enablers, and security assets, yet remain underdeveloped and insufficiently future-proofed. This
infrastructure gap threatens the EU’s credibility across all three domains unless it is addressed
decisively.

The EU’s pursuit of energy independence indicates a major departure from policies of the past.
Through REPowerEU, the Union has committed to permanently decoupling from Russian fossil
fuels, aiming to phase out all such imports by 2027-28. While diversification toward renewables
and alternative suppliers has advanced, progress has been uneven. The EU remains the largest
buyer of Russian LNG and pipeline gas, and political momentum has slowed due to internal
divisions, energy price concerns, and lobbying by Moscow-friendly actors. Although the EU has
turned to partners such as the United States and Qatar, this has introduced new dependencies on
suppliers that do not necessarily share Europe’s green ambitions. Moreover, loopholes undermine
the credibility of full decoupling and raise the risk of reverting to ‘business as usual’.

This risk varies significantly across member states. The Nordic-Baltic countries have largely
eliminated dependence on Russian energy through infrastructure investments and political
consensus, making a return to previous arrangements unlikely. In contrast, Hungary and Slovakia
remain highly dependent on Russian pipeline infrastructure and thus actively seek exemptions
from the EU-wide rules and regulations, driven by a strong political will to maintain the existing
ties. These countries exemplify what the report characterises as ‘malignant connectivity’, where
infrastructure creates strategic vulnerability rather than resilience. Larger economies such as
Germany face internal pressure from industrial actors advocating for cheaper Russian gas. In this
paradigm, France or Italy can be categorised as a ‘medium risk’ due to their strong LNG dependency
and high import volumes. Ambiguous business ties and regulatory loopholes across the EU further
complicate the path toward genuine energy independence.

The EU’s state aid rules have been adapted to reflect the new security environment. The European
Commission has become more flexible, recognising security-of-supply risks as legitimate grounds
for aid and easing procedures through frameworks such as the Clean Industrial Deal State Aid
Framework (CISAF). Nonetheless, requests for aid must meet the proportionality and necessity
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criteria, and even streamlined processes are often too slow to respond to hybrid threats and
geopolitical risks. As a result, Europe’s regulatory toolkit remains poorly suited for protecting
critical energy infrastructure, particularly maritime and subsea assets.

The vulnerability of undersea connectivity is a recurring theme. While such infrastructure has
delivered efficiency and integration, it is also subject to strategic liability. Physically exposed,
difficult to monitor, slow to repair, and poorly protected under international law, undersea
cables and pipelines are susceptible to disruption. Incidents in the Baltic Sea illustrate how even
ambiguous or ‘accidental’ events can generate serious economic and security consequences.
The report argues that operators and policymakers must abandon assumptions of reliability and
actively hedge against failure through diversification, redundancy, stronger legal frameworks, and
collective protection.

Regional dynamics illustrate how energy independence and connectivity can sit in tension. In the
Nordic region, formal commitments to cooperation coexist with diverging national strategies.
Sweden grounds energy independence in price stability, sovereignty, and nuclear power, resisting
deeper integration and rejecting new interconnectors perceived as importing price volatility.
Norway prioritises domestic surplus and limits EU-driven integration, portraying interconnectors
as channels of ‘price contagion’. Finland and Denmark, by contrast, view connectivity as integral:
Denmark relies on export-oriented green competitiveness, and Finland sees interconnection
as central to its freedom from Russian energy. These conceptual differences highlight that
independence and connectivity are not inherently complementary.

In central Europe, Austria and Czechia had largely completed their decoupling from Russian energy
by 2025, leveraging EU market integration and diversified supply. Hungary and Slovakia, however,
have instead deepened reliance on Russian imports — a strategy seen as fundamentally unsound
from an energy security perspective. Drawing upon examples across the region, this report argues
that merely substituting one fossil fuel supplier for another does not deliver true independence.
Genuine energy security can only be achieved by phasing out fossil fuel imports altogether, aligning
with the European Green Deal through renewables, efficiency, and energy savings.

Germany’s experience illustrates the complexity of this transition. Following the loss of Russian gas,
Berlin rapidly expanded LNG infrastructure and cast renewable deployment as a matter of ‘public
interest’. Yet, new dependencies, particularly on US LNG, have emerged. Energy independence
is deeply intertwined with industrial policy, whereby energy-intensive sectors drive demand for
subsidies, capacity mechanisms, and managed exits from fossil fuels. Connectivity thus remains
structurally necessary but politically secondary to managing price pressures.

Poland’s energy strategy places a strong emphasis on sovereignty and state control, which results
in a selective approach to connectivity. Cross-border integration is embraced where it clearly
enhances security, particularly in gas diversification away from Russia. In electricity, however,
deeper integration remains politically sensitive, as it is seen not only as exposing domestic markets
to external price volatility but also as constraining national control. Despite these concerns,
structural trends make greater interdependence unavoidable. The central challenge, therefore,
is not whether to integrate but how to align market integration with sovereignty-focused political
narratives.

Lithuania’s case highlights a strategic crossroads. Having achieved full independence from Russian
energy as well as strong growth in renewables, Vilnius now faces a choice between maintaining
a stable, near-optimal system and pursuing a more ambitious role as a regional exporter and
hub. Progress toward the latter depends less on technical capacity than on coordinated political,
regulatory, and industrial strategies. Without a clear, demand-driven vision and state-backed risk-
sharing, large-scale projects such as offshore wind or hydrogen are likely to stall. Lithuania’s energy
future will hinge on whether reassessment leads to strategic clarity or prolonged inertia.
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To summarise, Europe’s energy future will be defined by how successfully it reconciles independence
with interdependence, security with integration, and climate ambition with geopolitical and
economic reality. Connectivity —especially intra-EU and regional — will remain both a crucial element
in this balancing act and a double-edged sword in the world experiencing rapid transformations
and sudden ruptures.

The report concludes with the following recommendations:

¢ Maintain and strengthen regional connectivity. Regional market integration remains essential
despite the pressures of deglobalisation, particularly for small states like Estonia. Cross-border
cooperation ensures economies of scale and security of supply during the energy transition and
crises. Estonia should thus reinforce connections with trusted regional partners.

¢ Recognise Finland as the anchor partner. Finland’s vision aligns closely with Baltic security
priorities, treating interconnection as a strategic asset rather than a price risk. Its infrastructure
expansion, gas storage cooperation, and export ambitions reinforce Baltic resilience. Deepened
cooperation on grid planning, balancing, and hydrogen corridors should remain on top of the
strategic agenda.

¢ Hedge against Nordic fragmentation. Sweden’s hesitance to interconnect and Norway’s export
restrictions reveal risks for import-dependent systems. Baltic states should assume that solidarity
may weaken during crises. Deepening internal integration as well as expanding domestic
production, storage, and flexibility will be essential.

¢ Lean into hydrogen connectivity. Electricity interconnection is becoming politically contentious,
although hydrogen retains strategic framing in northern Europe. In this context, regional
hydrogen corridors promise continued integration with reduced exposure to price politics, which
offers a more politically durable pathway for regional cooperation.

¢ Avoid overreliance on Germany. Baltic—German integration should assume a single German price
zone and constrained electricity cooperation. Germany’s domestic price politics limit deeper
electricity integration during stress periods. Connectivity should instead focus on alignment of
hydrogen, storage integration, and industrial decarbonisation agendas.

¢ Frame cooperation with Poland in terms of energy sovereignty. Cross-border infrastructure
becomes politically viable in Poland when perceived as enhancing autonomy and diversification.
Although electricity systems differ structurally from gas markets, sovereignty-based messaging
canreduceresistance. Emphasisingresilience and system control can support deeper cooperation.

¢ Prioritise, upgrade, and secure existing connections. Enhancing the resilience and protection
of current interconnections is as important as building new ones. Incidents such as the Estlink 2
and Balticconnector disruptions highlight geopolitical and technical vulnerabilities. Preventative
maintenance, protection, and infrastructure robustness become imperative as renewable
penetration grows.

¢ Reduce single-point dependence. Reliance on limited undersea interconnectors creates systemic
vulnerability. Estonia should diversify its supply routes by strengthening domestic generation,
storage, and land-based connections. Redundancy should avert single outages that may cause
major price or security shocks.

¢ Strengthen protection and rapid response. Enhanced monitoring of seabed infrastructure,
including NATO cooperation and advanced surveillance tools, is paramount. Pre-negotiated
repair contracts and spare component stockpiles can significantly shorten outage durations.
Rapid response capacity is as important as preventive protection.
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¢ Elevate infrastructure protection within regional cooperation. Physical security is now
central to energy sovereignty. Framing interconnectors and offshore assets as shared defence
infrastructure can reduce political resistance. Joint risk assessments and coordinated resilience
planning should underpin regional cooperation.

¢ Close legal and regulatory gaps. Estonia should campaign for stronger international protections
for undersea infrastructure within the EU, NATO, and UN frameworks. Cases such as Eagle S
highlight jurisdictional limitations under the UN Convention on the Law of the Sea (UNCLOS).
Closing legal loopholes would mitigate the risks of hybrid interference and accidental damage.

¢ Improve integration of hybrid threats into regulatory frameworks. Energy planning should
incorporate intelligence-informed hybrid threat scenarios. Closer coordination between
regulators, cybersecurity authorities, and security and intelligence agencies is a prerequisite. It
ensures that system planning reflects real-world threat environments.

¢ Integrate distributed production in connectivity planning. Energy system development should
favour distributed generation close to consumption points. Hydrogen, biomethane, microgrids,
and energy communities strengthen resilience and security of supply. Distributed systems
should become a strategic priority in future connectivity planning.

¢ Incorporate safeguards in electricity system development. Strategic reserves and autarky-
oriented planning risk locking in carbon-intensive generation despite renewable commitments.
Capacity mechanisms should, therefore, include environmental safeguards and periodic reviews.
Short-term security measures should not undermine long-term decarbonisation.

¢ Ensure transparent and balanced capacity markets. Temporary state intervention may be
justified for security of supply, but transparency and EU compliance are essential. Gradual
integration into regional markets should moderate state involvement. Capacity design should
address supply-chain resilience and project reliability.

¢ Enhance state supervision. Given the immaturity of Estonia’s balancing market, stronger
oversight is needed to prevent market dominance and price spikes. Rising costs could fuel
political pressure toward isolationist policies. Effective governance can prevent fragmentation
and maintain regional integration.

¢ Reinforce regional capacity coordination and joint mechanisms. More closely coordinated
or joint regional capacity mechanisms could reduce fragmentation and lower costs. Regional
pooling improves the overall security of supply. It also discourages unilateral restrictions and
national isolation strategies.

¢ Balance security and economic interests through engagement. Energy policy must reconcile
security imperatives with private-sector and consumer interests. Structured communication
between government and industry is essential. Security-related costs should align with consumer
willingness to pay to avoid social backlash.

¢ Broaden state aid flexibility for resilience projects. EU state aid rules should allow for faster
approval of investments in resilience and backup capacity. Classified intelligence submissions
and a dedicated security-of-supply exemption could accelerate preparedness. Reduced
administrative delays would bolster infrastructure readiness while limiting distortions.

¢ Extend flexibility in cross-border capacity participation. Temporary adjustments to cross-
border rules may be needed when interconnector reliability declines. Derating foreign capacity
to reflect geopolitical risk is preferable to full exclusion. This maintains integration while aligning
market design with security realities.
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¢ Address the grid investment gap. Despite the EU Action Plan for Grids, funding shortfalls remain
significant. Expanded public—private partnerships supported by the European Investment Bank
could accelerate interconnector projects. Framing grid expansion as central to competitiveness
and security would mobilise private capital.

¢ Embed grid expansion into EU resilience strategies. EU resilience initiatives should incorporate
physical grid expansion alongside protection measures. Expanded connectivity underpins
competitiveness, security, and defence capacity. Mainstreaming grid upgrades within broader
resilience frameworks would elevate political priority and unlock funding.

¢ Tighten sanctions against Russia. EU sanctions must suppress Russia’s fossil fuel revenues and
close loopholes. Political pressure is needed to counter exemptions, shadow fleet activity, and
internal divisions. Sustained commitment is key to preventing a return to energy dependence
that finances Russia’s wars and geopolitical ambitions.
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No man is an island, entire of itself;
every man is a piece of the continent,
a part of the main

John Donne, Meditation XVII (1624)

INTRODUCTION

Tomas Jermalavicius

Transnational  connectivity of  energy
infrastructure has traditionally been viewed
as a pillar of energy security. It enhances
the resilience of national systems and offers
opportunities for diversifying energy sources
and suppliers, while ensuring availability and
affordability. It is also seen as instrumental to
broader efforts to decarbonise economies and
societies to avoid a climate catastrophe. The
most recent energy crisis, triggered by Russia’s
full-scale war against Ukraine and its hybrid
aggression against Europe, has underscored
the value of sufficient infrastructure that
allows connecting with alternative suppliers
as a countermeasure to strategic coercion by
an adversary. On the institutional level, the
RePowerEU has provided a strong impetus for
further development of connectivity.!

Party (CCP) has set out to insulate the country
from external pressure in the event of
heightened confrontation with the US. To this
end, it has made huge strides in electrification
based on domestic technology, dominance in
the processing of critical minerals, and massive
investments in electricity production.® The
EU’s pursuit of strategic autonomy has an
energy dimension as well, with various voices
arguing for energy independence rather than
diversification.* At the member-state level,
energy independence often features among
national energy policy objectives.®

The vision of energy independence’s feasibility
and rationality from a geopolitical perspective
does not always support the notions of cross-
border cooperation and market integration.
Nor does it fully endorse export-oriented
production and resilience through openness
and diversification that underpin connectivity.
Furthermore, aspirations to increase domestic
generation may derive from distinctly
protectionist, even nationalist, logic that
contradicts the established rationale of
transnational connectivity. Emergency
restrictions on energy exports, or even changes
in political sentiment toward cross-border
connectivity, are bound to become the new
normal in ensuring energy security amid
multilayered, multidirectional crises.® The
accelerating trend of deglobalisation -
whereby supply chains are reshored or near-
shored to avoid dependence on distant,
politically unpredictable, or
adversarial actors, as well as on

Geopolitical turbulence has prompted many

. : vulnerable transportation links and
nations to pursue security through the

connectors — will add pressure on
both the philosophy and the physical
architecture of energy connectivity,
globally and regionally.”

concepts of energy self-sufficiency and
independence

Geopolitical  turbulence, however, has

prompted many nations to pursue security ® Nassos Stylianou, Jana Tauschinski, and Edward White,
3 s “How Xi sparked China’s electricity revolution,” The

through the concepts of energy self-sufficiency Financial Times, 12 May 2025,

and_ .mdepend?nce. A_ImOSt ) every ) Us 4 See: Thomas Kattnig, Lutz Ribbe, and Tomasz Andrzej

administration since President Richard Nixon Wréblewski, “Opinion of the European Economic

has professed this as a desired goal with and Social Committee on A strategic vision on energy

7
Donald Trump’s current focus on boosting

transition to enable the EU’s strategic autonomy (own-
initiative opinion),” Official Journal of the European

domestic oil and gas production being the

latest example.? Similarly, China’s Communist

Union, 28 February 2023.

> For example, see: Ministry of Energy of Lithuania,
National Energy Independence Strategy (Ministry of
Energy, 2024).

! European Commission, RePowerEU Plan (EUR-Lex, 6 “Norway turning away from electricity
2022). interconnection,” Watt-Logic, 21 February 2025.

2 Daniel Raimi, “Can We Please Stop Talking about 7 Elisabeth Braw, Goodbye, Globalization: The Return of
Energy Independence?,” Resources, 16 March 2022. a Divided World (Yale University Press, 2024).
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In the broader context of deglobalisation,
geoeconomics, and geotechnology, economic,
energy, and industrial policies have become

In the broader context of deglobalisation,
geoeconomics, and geotechnology, economic,
energy, and industrial policies have become
subordinate to national security and
geopolitical goals. Consequently, the rationale,
risks, and benefits of energy connectivity must
be revisited. The common assumption that
enhanced connectivity, rooted in the relatively
stable geopolitical order, has a universally
benign effect might not hold for much longer.

subordinate to national security and
geopolitical goals

This report explores the following core
problem: How can investments in Estonia’s
energy connectivity adapt to reflect new
geopolitical and geoeconomic realities while
also guaranteeing security and offering future
economic opportunities? This study aims
to examine the various factors at play and
provide recommendations to mitigate risks
and enhance opportunities for Estonia. It thus
ponders the following questions:

e How does deglobalisation, together with
geopolitical and geoeconomic competition,
influence global energy trade flows and
perspectives of global connectivity?

¢ What are the trends in EU-level discussions
about energy autonomy and connectivity?
How do the geopolitical and geoeconomic
considerations shape European discourse?

e What is the current state of debates on
climate security and investments into ‘zero
carbon’ technologies in the EU, and what
are their implications for connectivity?

e How significant is the risk of the
rehabilitation of Russia as a primary supplier
in the EU’s energy market? How would it
affect connectivity within the EU and with
the global markets?

e What impact do the regional security
dynamics in the Baltic Sea region have on
energy connectivity and its protection from
malignantinterference? How does it bearon

the implementation of the EU’s state

aid law and capacity mechanisms?

¢ How is energy independence defined
and interpreted among potential
key export and import markets for
Estonia, especially in central and
northern Europe? To what extent do
protectionist and populist instincts
shape the policies and behaviours in those
countries?

The report is organised into ten chapters.
Chapter 1 outlines the global picture of
energy flows in the new era. Chapters 2,
3, and 4 examine the EU-level processes
and trends, from climate policy and state
aid mechanisms to the risk of returning to
‘business as usual’ (BaU) with Russia. Chapters
5 to 7 focus on regional dynamics, beginning
with the vulnerability of the undersea energy
infrastructure inthe Baltic Sea and then moving
to convergence and divergence in energy
and connectivity strategies in the Nordic
and central European countries. Chapters
8 through 10 zoom in on three specific case
studies — Germany, Poland, and Lithuania — to
assesstheimplications of their national policies
and prevailing perceptions about connectivity
for Estonia. The report concludes with a
set of recommendations for policymakers
and private energy stakeholders to consider
when designing a strategy and a vision for
well-connected, yet energy-independent and
resilient Estonia. These recommendations
build on the authors’ respective contributions
and have been structured and further edited
for clarity by the report’s editor.
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1. FRAGMENTED YET

INTERCONNECTED
WORLD

Javad Keypour

Transnational connectivity has long
underpinned energy security by pooling
resources, diversifying  suppliers, and

integrating markets. Cross-border grids and
pipelines enhance system resilience and
facilitate the clean energy transition, as
articulated in the EU’s REPowerEU strategy.® In
principle, such interconnections allow
countries to switch between suppliers during
crises (as Europe did in 2022) and jointly invest
in renewables and grid upgrades to advance
decarbonisation.

However, recent geopolitical turmoil is driving
a push toward self-sufficiency. National leaders
— from the United States and China to EU
member states — increasingly stress energy
independence.’ This deglobalisation trend
reflects a shift toward a more divided
world, prioritising local solutions and
strong nation-states over reliance on
the global market. Events such as
Brexit, ‘America First’ policies, and
Russia’s  war on Ukraine have
heightened scepticism about open
markets, while prompting industrial
policies that support domestic oil, gas, and
renewable production.’ In Europe, the pursuit
of ‘strategic autonomy’ is sometimes equated
with energy independence, a stance that sits
uneasily alongside the EU’s traditional market-
integration agenda, while cutting Russian
energy ties and boosting exports to China

8 For instance, the strategy “explicitly aims to ‘diversify
energy supplies to eliminate risks to the security of
supply and market stability’ following Russia’s invasion
of Ukraine.” European Commission, “REPowerEU,”
accessed on 5 November 2025. Similarly, initiatives
like the EU’s Central and South-Eastern Europe Energy
Connectivity (CESEC) group work to accelerate cross-
border projects and diversify gas routes in central and
southeast Europe. European Commission, “Central
and South-Eastern Europe Energy Connectivity,”
Infrastructure, High Level Groups, accessed on 5
November 2025.

°® Markus Kornprobst, Jon Wallace, “What
Is Deglobalization?,” Chatham House,
18 October 2021.

10 This can be tracked in e.g., US executive orders on
fossil fuel output or China’s renewables expansion and
control of critical minerals. White House, “Unleashing
American Energy,” 20 January 2025.

further illustrate this trend of deglobalisation.
These competing trends are already reshaping
global energy trade and connectivity.
Scholars find that geopolitical risk is driving
regionalisation of trade networks: for
example, a recent analysis shows that global
energy markets are fragmenting into regional
blocs (European-Americas, Eurasia, Asia-
Pacific), with heightened risks weakening the
centrality of any single country in the trade
network.!* Others argue that security through
autarky is illusory, as “security comes from
diversity and diversity alone.”*? In practice,
this suggests that even as countries seek more
control at home, they are also forced to build
interconnections to hedge against supply
disruptions. Such efforts, driven by climate
considerations, especially in the EU, include
new cross-border hydrogen pipelines and
green electricity interconnectors, as outlined
in REPowerEU.

Deglobalisation and geoeconomic competition
are pushing global energy systems in two
directions: towards both regional blocs and

Deglobalisation and geoeconomic
competition are pushing global energy

systems in two directions: towards both
regional blocs and selective interconnection

selective interconnection. This chapter
examines how these trends affect energy
trade flows and connectivity, and sets the
stage for a better understanding of their
implications for the Baltic region, especially
Estonia’s energy infrastructure investments.

1.1. OIL

Global oil markets have splintered along
geopolitical lines in recent years. The 2022
Russian invasion of Ukraine was a turning
point: European states rushed to ban or phase
out Russian crude and oil products, or put a

1 Youyi Deng, Hong-Dian Jiang, “Are Geopolitical
Risks Reshaping the Global Energy Trade Networks?
A Global Perspective,” Energy Economics, Vol 149
(2025): 108717.

12 Andrea Willige, “Balancing the Energy Transition with
Energy Security: Navigating the Energy Transition
amid Geopolitical Shifts,” World Economic Forum,
September 2025.
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price cap, which pushed Russian exports to the
eastern markets. While the EU was searching
for alternative suppliers in the Middle East,
West Africa, and the Americas, China and India
became Russia’s largest buyers.® The most
salient effect is the bifurcation and divergence
of markets between east and west.

In 2024, roughly 63% of Russia’s oil
exports went east to Asia/Oceania (vs
34% in 2021).** China’s imports of
Russian crude doubled to approxi-
mately 2.2 mn barrels per day (bpd) in
2024, and India’s grew from near zero
in 2021 to approximately 1.9 mn bpd by April
2025.% Despite the EU’s 18" sanctions package
and the US sanctions on Lukoil and Rosneft,
which put greater pressure on Asian refiners
importing Russian oil, India still imported
1.68 m bpd of Russian crude in late October
2025, and China has not sought to reduce
imports from Russia either.!®

A similar pattern had already emerged in Iran.
Before the 2012 oil embargo, Iran had been
exporting about 890 000 bpd to Europe, but
the EU sanctions — later reinforced by US
secondary measures — brought those flows to
a halt.”” Exports briefly rebounded after the
Joint Comprehensive Plan of Action (JCPOA) in
2015, only to collapse again after Washington'’s
2018 withdrawal from the nuclear deal.
Since then, Europe’s imports have effectively
fallen to zero. With political tensions peaking
following Israel’s armed attack against Iran

13 Javad Keypour, China’s Energy Policy Dynamics in the
Persian Gulf Region: Implications for the EU’s Energy
Security in the Transition Era (Mistra Geopolitics,
2024).

14 Shahad Turkistani, “Russia |s Capitalizing on Rising LNG
Demand and Shifting Geopolitics,” New Lines Institute,
24 September 2025.

15 Keypour, China’s Energy Policy Dynamics in the Persian
Gulf Region.

16 Alisdair Bowles, “FACTBOX: US, EU Sanctions on
Russian Energy Giants Target Asian Crude Flows,”
S&P Global, 23 October 2025. Some sources have
suggested that the number of oil tankers carrying
Russian oil to China or India has decreased, similar
to previous claims made during earlier restrictions.
Nevertheless, such reports have later proven false. For
instance, compare a Reuters report from 23 October
2025 with a follow-up story that contradicted it only
10 days later. Nidhi Verma, “India poised to sharply
cut Russian oil imports after sanctions, sources say,”
Reuters, 23 October 2025; Mohi Narayan, “India’s
Russian oil imports rise in October, shiptracking data
shows,” Reuters, 3 November 2025.

17 Paul Stevens, An Embargo on Iranian Crude Oil
Exports: How Likely and With What Impact? (EEDP
Programme Paper 2012/01) (Chatham House, 2012).

and reimposition of sanctions by the Council
in the aftermath of activation of the snapback
mechanism by France, Germany, and the
United Kingdom (the E3), any return to the
pre-sanctions pattern of oil trade now appears
more remote than ever.’® Nowadays, it is no
secret that almost all Iranian oil exports flow
to China.

The oil trade has become increasingly
politicised, with producers and consumers

aligning along geopolitical blocs

Overall, the oil trade has become increasingly
politicised, with producers and consumers
aligning along geopolitical blocs. This
underscores the deepening bifurcation of
global oil markets, in which Russian oil is being
rerouted to Asian markets, whereas western
countries turn to Africa, the Americas, and
the Arab states in the Persian Gulf. However,
market liquidity and flexible shipping prevent
full decoupling and leave the door open
for a potential re-convergence, should the
geopolitical situation change — an outcome
that appears far less likely in the gas market,
as discussed below.

1.2. GAS

Studies show that natural gas markets have
seen even sharper shifts, as pipeline networks
are most vulnerable to politics. In particular,
this has resulted in:

e Europe’s scramble for alternatives. With the
Russian invasion of Ukraine, the EU rushed
to reduce Russian pipeline gas imports
by importing more Norwegian, Azeri,
and US pipeline gas as well as LNG. Policy
actions, such as REPowerEU, accelerated
the construction of new LNG terminals and
interconnectors (e.g., Baltic Pipeline from
Norway to Poland and Greece—Bulgaria
link), while urging more prompt storage
filling to bolster resilience.?®

18 Council of the European Union, “Iran Sanctions
Snapback: Council Reimposes Restrictive Measures,”
Press release, 29 September 2025.

¥ International Energy Agency, Anatomy of a Natural
Gas Crisis: Gas Market Lessons from the 2022-2023

Enerqgy Crisis (IEA, 2025).
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The LNG trade has remained more global
than pipeline transmissions, but flows have

¢ Russia’s Asia pivot via LNG and pipelines.
Russia has been reorienting its exports
eastward to partially compensate for
market losses. Already before the invasion
of Ukraine, Moscow had been investing in
LNG plants (e.g. Yamal LNG, Arctic LNG) to
become, as of 2024, the world’s second-
largest LNG exporter to Europe with 23 bn
cubic meters (bcm).?° China has absorbed
much of Russia’s gas redirected from the
west, a trend expected to continue under
the agreement between Moscow and
Beijing on the Power of Siberia-2 pipeline.?
In parallel, China has become more energy
self-reliant, expanding domestic gas
production and LNG import capacity (via
terminals on its east coast). These moves
partly reflect Chinese hedging against US
sanctions: national companies sell and
procure gas strategically rather than purely
on market terms.?

become less predictable

Consequently, the global LNG market has
reconfigured. The implication is that the LNG
trade has remained more global than pipeline
transmissions, but flows have become less
predictable. For example, US LNG exporters
have sought to lock supply to allies (through
EU contracts) but have faced price competition
from Asia; meanwhile, Qatar and Australia
increased production to some extent. The net
result is that the historically tight Asia—Europe
coupling has loosened. Before 2022, flexible
LNG exports — especially from the
US — used to flow to Asia, where, in
practice, netback prices were highest.
After the Russian supply shock,
Europe’s willingness to pay sustained
premiums, combined with softer
Asian demand, repeatedly shifted
spot cargoes westwards.

20 Turkistani, “Russia Is Capitalizing on Rising LNG
Demand and Shifting Geopolitics.”

2 Javad Keypour, “Gaasijuhe PS-2 v&ib raputada ka
Euroopa energiaturgu [Gas pipeline PS-2 could also
shake up the European energy market],” ERR, 1
November 2025.

2 Turkistani, “Russia Is Capitalizing on Rising LNG
Demand and Shifting Geopolitics”; Eugene
Chausovsky, “A Global Energy Connectivity
Strategy: From Weaponization to Convergence,”
New Lines Institute, 28 July 2022.

This has made global LNG flows more variable
and less predictable than before, even though
the basic arbitrage principle (i.e., cargoes
move to the highest bidder) still applies.
Such fluidity illustrates how LNG connectivity
partly mitigates fragmentation: ships can re-
route, and new supply can be contracted.?
However, concerns over supply security have
led countries to focus on resilience, especially
by mandating domestic gas storage or
diversifying suppliers by country, rather than
solely shifting from pipeline to LNG.

Recent crises have fundamentally reshaped
global gas trade and flows. Europe’s pivot
away from the Russian pipeline gas, coupled
with Moscow’s eastward reorientation, has
fractured the traditional geography of gas
flows. New infrastructure — including LNG
terminals, interconnectors, and Asian pipelines
—reflects a shift towards regionalisation rather
than globalisation, even more
pronounced than in the global oil
market. Unlike in the oil trade, a
return of Russian gas to the European
market appears more difficult. The
reasons include the explosion of the
Nord Stream pipelines, Russia’s previous
weaponisation of gas against the EU, and
political decisions in Brussels blocking any
effort to grant Russian gas a green signal.
Nevertheless, such a scenario is not fully
impossible.

The situation is less constrained for LNG, as
market liquidity still cushions against full
fragmentation. Nevertheless, trade has become
more strategic, less predictable, and increasingly

The emerging gas order is characterised by
regional hubs loosely connected via LNG,

where resilience takes precedence over
interdependence

driven by security and geopolitical alignment.
The emerging gas order is characterised by
regional hubs loosely connected via LNG, where
resilience takes precedence over
interdependence. Developments yet to unfold
by the end of this decade will determine the
market’s subsequent evolution.

2 As the US announced multiple export terminals
through 2026, and Qatar is planning to lead the third
LNG production wave by 2030.
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Policymakers balance economic gains from

wider

diversify supply chains and favour ‘friend-
shoring’ or regional manufacturing for
sensitive technologies

1.3. ELECTRICITY

The global push to deploy renewables is
reshaping the rationale for interconnection:
cross-border links support system balancing,
reduce curtailment, and can substitute for
some local storage needs. At the same time,
growing dependence on foreign suppliers for
critical components—notably China’sdominant
role in PV inverters, electrolysers, and certain
battery materials — introduces strategic
supply-chain risks that influence generation
siting and interconnectors expansion.?
Policymakers, therefore, balance economic
gains from wider interconnection with the
need to diversify supply chains and favour
‘friend-shoring’ or regional manufacturing for
sensitive technologies.

interconnection with the need to

Against this backdrop, considering the
technical constraints of long-distance grid
expansion, electricity markets have so far
evolved more regionally than globally, as
exemplified by the Baltic states’ power
system, which underwent a major operational
milestone with its disconnection from the
Integrated Power System / Unified Power
System (IPS/UPS) network and synchronisation
with the Continental European Network
(CEN) in early 2025. Before disconnection,
they operated synchronously under Russian-
managed frequency control while trading
via Nord Pool, with balancing services and
reserves (frequency containment reserve,
FCR; automatic frequency restoration reserve,
aFRR; manual frequency restoration reserve,
mMFRR) provided within IPS/UPS and adequacy
ensured by state-backed obligations of major
energy companies, such as Eesti Energia and

24 Pablo Hevia-Koch, Rena Kuwahata, Camille Paillard,
and Jae Sun Lee, “Co-operation across borders is key
to building interconnected power systems of the
future,” IEA, 16 August 2023.

Ignitis (previously Lietuvos Energija).® After
synchronising with the continental European
grid, Baltic transmission system operators
(TSOs) manage frequency control and reserves
via ENTSO-E platforms.?® Daily FCR/aFRR/mFRR
procurement is conducted through market-
based tenders, supported by transitional
arrangements under the Baltic Balancing
Roadmap for up to three years.?” Estonia’s
Elering also procures up to 500 megawatt
(MW) of frequency reserves via long-term
contracts and coordinates activation with
European reserve providers.?® Estonia has
adopted a strategic reserve for capacity:
state-backed resources are kept outside the
market for emergencies, approved by the
European Commission for approx. €750 mn,
with supplementary measures including
islanding reserves and market-based
procurement up to 500 MW.?°

One can argue that the advancement
of synchronisation with the CEN
exemplifies how geopolitical
developments and deglobalisation
influence initial energy planning and
subsequent operational decisions,
such as frequency-management and
capacity-mechanism arrangements: 3

%5 FCR, aFRR, and mFRR are sequential tiers of balancing
reserves used to maintain system frequency: FCR for
near-instant response (seconds), aFRR for automatic
restoration (minutes), and mFRR for manual
intervention (minutes to tens of minutes). ENTSO-E,
“ENTSO-E Confirms Successful Synchronization of
the Continental European Electricity System with the
Systems of the Baltic Countries,” 9 February 2025;
Estonian Competition Authority, Electricity and Gas
Markets in Estonia Report 2022 (Konkurentsiamet,
2023).

26 This includes aFRR through PICASSO and mFRR
through MARI, with activation of reserves coordinated
regionally rather than under Russian control.
“PICASSO (Platform for the International Coordination
of Automated Frequency Restoration and Stable
System Operation),” ENTSO-E Network Codes & CEP,
ENTSO-E, accessed on 5 November 2025.

“Energy and Capacity Market for Balancing Services,”
Elering, last modified on 1 January 2026.

28 Elering, Elektrisiisteemi bilansi tagamise
(tasakaalustamise) eeskirjad [Rules for ensuring the
balance (balancing) of the electricity system] (Elering,
2025).

» Elering, Estonian National Resource
Adequacy Assessment 2023 (Elering, 2023);
European Commission, “Commission Approves
Estonia €750 Million Strategic Reserve to Safeguard
Security of Electricity Supply,” Press Release
IP/25/2510, 16 October 2025.

Additionally, Ukraine’s emergency shift to island mode
and rapid synchronisation with the CEN in early 2022
is a clear example of an abrupt geopolitically driven
reconfiguration of system operations.
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¢ Political pressure and a preference for
state-controllable instruments raise the
tendency toward strategic (state-backed)
reserve. In fact, when geopolitical risks rise,
governments tend to prefer instruments
that can be activated quickly and remain
under political control (such as ‘islanding’
reserves or strategic reserves) rather than
relying solely on market-based mechanisms
that depend on cross-border market
integration and external suppliers, as seen
in Estonia’s decision.*!

e Greater aspirations for self-sufficiency
increase the tendency towards state
intervention as well. Geoeconomic
competition and the push for self-
sufficiency often translate into
sizeable public funding, state aid,
or other government interventions
(as shown by the Commission’s
approval in Estonia). State aid,
however, risks distorting markets
unless it fully complies with the
regulations. Moreover, recent studies
show that geopolitical risk directly slows
and increases the cost of infrastructure
investment in energy, which, in turn,
heightens private-sector hesitation and
increases the likelihood of state support.3?

¢ Volatility of reserve prices grows. In a
newly established reserve market, such
as currently in the Baltic states, severe
price fluctuations can occur because new
balancing and reserve markets require time
to attract investors and flexible resources.
Data show that balancing rates have ranged
from a few cents to several thousand euros
per megawatt-hour, reflecting both the
limited depth of available suppliers and the
market’s immature liquidity.®

The Baltic disconnection from the IPS/
UPS and synchronisation with the CEN has
strengthened structural resilience and control

31 The European Commission’s approval of roughly €750
mn for an Estonian strategic reserve illustrates that
state-backed solutions —justified on security-of-supply
grounds — are favoured in high-risk contexts.

32 Tarek Ghazouani, “Geopolitical, technological, and
economic influences on U.S. energy security: A
guantile-wavelet analysis,” Journal of Environmental
Management, Vol. 390 (2025).

33 ENTSO-E, Electricity Balancing Cost Report 2025
(ENTSO-E, 2025).

over frequency management and reserves,
while also highlighting tensions between
extended interconnections, regional market
integration, and state-backed interventions.
Strategic reserves, islanding measures,
and government-supported capacity
mechanisms offer short-term security but
may introduce market distortions and carbon
lock-in. Overall, the Baltic case underscores
that in geopolitically stressed contexts,
connectivity involves not just physical links
but also operational, institutional, and market
resilience — a principle critical for regional
electricity networks and broader energy
system planning.

The Baltic case underscores that in
geopolitically stressed contexts, connectivity

involves not just physical links but also
operational, institutional, and market
resilience

1.4. HYDROGEN AND
RENEWABLES

While the hydrogen market is still in its
premature stage, it is important to consider
how unfolding developments may shape its
evolution, given hydrogen’s role in market
coupling and evolving renewable-energy
applications.?* Although the EU hydrogen
strategy sets ambitious targets for electrolysis
capacity and hydrogen production, it also
prioritises international cooperation. For
example, a Team Europe initiative is developing
green hydrogen hubs in Mauritania for export,
while projects such as AquaDuctus (North
Sea) and a UK—Germany corridor aim to link
offshore hydrogen to continental demand.®
This supports analyses suggesting that imports
— often ammonia or e-fuels — will be required

34 Ullrich Lorenz, Javad Keypour, Nike Sudikatis, and
Jens Konrad, Systemic Properties of Key Production
and Consumption Areas: Case Studies from the
Core Systems - Food, Energy, Mobility and Housing
(ETC ST Report 2024/2) (European Topic Centre on
Sustainability Transitions, 2024).

35 Nicholas Nhede, “EU, Mauritania Launch Team Europe
Initiative for Green Hydrogen,” Energy Capital &
Power, 7 November 2023; AquaDuctus, “Hydrogen
Infrastructure in the North Sea,” accessed on 5
November 2025.
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https://energycapitalpower.com/eu-mauritania-launch-team-europe-initiative-for-green-hydrogen/

€D

RAHVUSVAHELINE KAITSEUURINGUTE KESKUS
INTERNATIONAL CENTRE FOR DEFENCE AND SECURITY
EESTI - ESTONIA

to meet demand as domestic capacity in the
Union scales up.3®

Nevertheless, studies project that around two-
thirds of green hydrogen will be consumed
close to its production source.’” This
outcome is driven by technical constraints,
in particular the limited development
of long-distance hydrogen transmission
infrastructure. Meanwhile, deglobalisation
and security concerns are also driving the
localisation of hydrogen and renewable-
energy supply chains. Europe seeks to anchor
electrolysers, pipelines, storage, and solar
and wind equipment domestically to reduce
import dependencies and enhance strategic
autonomy.® Yet global concentration -
China’s dominance of solar-panel production,
a large share of wind-turbine component
manufacturing, and critical battery-mineral
processing — means reshoring must be
balanced carefully to avoid higher costs or
deployment delays.?® As a result, regionalised
yet interconnected hydrogen and electricity
systems are emerging, where connectivity
decisions increasingly reflect strategic
and geopolitical priorities rather than
purely global market logic.*

CONCLUSION

Due to the recent trends, energy markets
have become increasingly fragmented. In the
EU, these global shifts have translated into
a two-pronged strategy: deepening internal
connectivity while reducing exposure to
high-risk external links, particularly with
Russia. The implications of these geopolitical
developments make a return to previous

3 Quailan Homann, Joaquin Rosas, Connor Kerr, and
Oleksiy Tatarenko, “The Case for Recalibrating
Europe’s Hydrogen Strategy,” RMI, 10 March 2025.

International Renewable Energy Agency (IRENA),
Geopolitics of the Energy Transformation: The
Hydrogen Factor (IRENA, 2022).

38 Justin Niessner and Jessica Wong, “PE Investors Assess
Deglobalization Effect on Energy Transition Supply
Chains,” ION Analytics, 10 June 2025; “Hydrogen
value chain — Approved IPCEls in the Hydrogen value
chain,” Directorate-General for Competition, European
Commission, accessed on 5 November 2025.

SolarPower Europe, “Statement Opposing Trade
Defence Measures,” 23 April 2024; Homann et al, “The
Case for Recalibrating Europe’s Hydrogen Strategy.”

40 J. P. Casey, “Solar, Wind and Electrification the ‘Main
Tools’ to Improve EU Energy Security — Ember,”

PV Tech, 16 October 2025; Lorenz et al, Systemic
Properties of Key Production and Consumption Areas.
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electricity and gas market dynamics unlikely
and challenging to continue. Meanwhile, in
the oil market — and to some extent in LNG
— partial easing of market fragmentation
could occur if geopolitical tensions subside.
Hydrogen, though still in its infancy, is expected
to create new cross-border links; however, due
to technical and geopolitical constraints, most
hydrogen production will likely be consumed
close to its source.

At the same time, a growing inclination
toward self-reliance, as a means of ensuring
energy security, is evident among Baltic
actors, particularly in electricity balancing
and capacity markets. The recent electricity
market design reform has redefined the role
of capacity mechanisms, which are no longer
viewed as temporary safeguards but as central
instruments to ensure security of supply and
attract investment. As more EU member states
plan to introduce capacity markets, effective
cross-border coordination will be crucial
to avoid inefficiencies and enhance cost-
effectiveness.

Future connectivity projects will be driven

not only by economic rationale but also by
strategic resilience

Such trends indicate that future connectivity
projects will be driven not only by economic
rationale but also by strategic resilience.
Policymakers should thus note that while
interconnection can still enhance security
through diversification and shared grids,
emerging patterns of network development
will increasingly reflect geopolitical blocs
and strategic priorities. Connectivity remains
valuable for energy security, but it must now
be pursued with full awareness of emerging
geopolitical fault lines and vulnerabilities.

THE TIES THAT BIND 8


https://rmi.org/the-case-for-re-calibrating-europes-hydrogen-strategy/
https://rmi.org/the-case-for-re-calibrating-europes-hydrogen-strategy/
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2022/Jan/IRENA_Geopolitics_Hydrogen_2022.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2022/Jan/IRENA_Geopolitics_Hydrogen_2022.pdf
https://ionanalytics.com/insights/mergermarket/pe-investors-assess-deglobalization-effect-on-energy-transition-supply-chains/
https://ionanalytics.com/insights/mergermarket/pe-investors-assess-deglobalization-effect-on-energy-transition-supply-chains/
https://ionanalytics.com/insights/mergermarket/pe-investors-assess-deglobalization-effect-on-energy-transition-supply-chains/
https://competition-policy.ec.europa.eu/state-aid/ipcei/approved-ipceis/hydrogen-value-chain_en
https://competition-policy.ec.europa.eu/state-aid/ipcei/approved-ipceis/hydrogen-value-chain_en
https://competition-policy.ec.europa.eu/state-aid/ipcei/approved-ipceis/hydrogen-value-chain_en
https://www.solarpowereurope.org/blog/statement-opposing-trade-defence-measures
https://www.solarpowereurope.org/blog/statement-opposing-trade-defence-measures
https://www.pv-tech.org/solar-wind-electrification-main-tools-improve-eu-energy-security-ember/
https://www.pv-tech.org/solar-wind-electrification-main-tools-improve-eu-energy-security-ember/

CDs

RAHVUSVAHELINE KAITSEUURINGUTE KESKUS
INTERNATIONAL CENTRE FOR DEFENCE AND SECURITY
EESTI - ESTONIA

2. TRANSFORMATION
OR EVOLUTION?

Francois-Xavier Chevallerau

Russia’s large-scale invasion of Ukraine in
February 2022 exposed the EU’s vulnerability
due to its reliance on Russian fossil fuels. The
REPowerEU plan was launched a few months
later to collectively reduce this dependence
through  four pillars: cutting energy
consumption, diversifying fossil fuel supplies,
accelerating the clean-energy transition, and
mobilising coordinated investments.* The
plan seeks to make the EU’s energy system
more autonomous, interconnected, and
resilient. While significant progress has been
made since the plan’s launch, major challenges
remain as geopolitical and geoeconomic
conditions evolve.

This chapter examines whether the changes
undertaken since 2022 amount to a structural
transformation of the EU energy system or
rather an acceleration of pre-existing trends.
It analyses the Union’s progress in reducing
external dependencies, expanding renewable
energy, and strengthening infrastructure
connectivity, while assessing the new
vulnerabilities that have emerged in parallel.
Particular attention is paid to the evolving role
of state aid law and capacity mechanisms in
reconciling market integration with security-
of-supply imperatives, especially in light of
growing hybrid and geopolitical risks affecting
critical and maritime energy infrastructure.

2.1. EFFICIENCY OR POVERTY?

The EU has markedly reduced energy
consumption since the launch of REPowerEU.
Final energy use fell from 947.7 mn tonnes of
oil equivalent (Mtoe) in 2021 to 885.5 Mtoe
in 2024 — a 6.6% decline.*” Gas consumption
fell even more sharply, down 17% between
August 2022 and January 2025, equivalent to
70 bcm.*

41 European Commission, RePowerEU Plan (EUR-Lex,
2022).

42 European Environment Agency, “Primary and final
energy consumption in the European Union,” 6
November 2025.

43 “REPowerEU - 3 years on,” Markets & Consumers,
European Commission, accessed on 20 February 2026.

Therevised Energy Efficiency Directive adopted
in September 2023 raises ambition further,
requiring member states to collectively reduce
final consumption to 763 Mtoe by 2030.*
Yet, so far, only one member state has fully
transposed the revised directive, leading the
European Commission to initiate infringement
procedures against the remaining 26.% This
delays progress and casts doubt on the
feasibility of achieving the 2030 targets.

Another uncertainty is the source of recent
energy savings. Much of the reduction occurred
during the 2022-23 energy price spike, raising
the question of how much was really due to
the EU’s energy efficiency policy drive rather
than to temporary demand destruction among
households and industry. As energy prices
have since eased, the decline in consumption
has slowed. Meanwhile, reindustrialisation
policies and the growth of energy-intensive
data centres for artificial intelligence (Al) risk
pushing future demand upward, making the
2030 targets harder to reach.

2.2. STRUGGLE FOR AUTONOMY

The EU has drastically reduced its reliance on
Russian imports and successfully diversified
its energy supplies since adopting REPowerEU.
Imports of Russian coal have been banned
under EU sanctions; Russian oil imports have
dropped from 27% of EU crude oil imports
in 2022 to 3% in 2024; and Russian natural
gas imports fell from 45% of total imports in
2021 to an estimated 13% in 2025.% Most
Russian gas has been replaced by US LNG
— 58% of EU LNG imports in 2025 — and by
increased pipeline imports from Norway (54%
compared to 30% in 2021), North Africa (19%),
the UK (8%) and Azerbaijan (7%)."” New LNG
regasification terminals and port facilities have
strengthened resilience against disruptions.

4 European Parliament and Council of the European
Union, Directive (EU) 2023/1791 of the European
Parliament and of the Council of 13 September 2023
on energy efficiency and amending Requlation (EU)

2023/955 (recast) (EUR-Lex, 2023).

4 European Commission, Commission takes action
to ensure complete and timely transposition of EU
directives, 21 November 2025

% European Commission, “REPowerEU - 3 years on.”

47 “liquefied natural gas,” Carbon Management & Fossil
Fuels, European Commission, accessed on 20 February
2026.
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Despite this progress, the EU remains partly
dependent on Russian energy. In mid-2025,
Russian gas still accounted for nearly 8% of
EU pipeline gas imports and about 13% of
LNG imports.”® Moreover, Russian crude oil
continued to enter the EU indirectly via refined
products imported from third countries.
To address this, the European Commission
introduced a roadmap to phase out
Russian energy imports, including
Russian gas by 2027, and closed
the ‘refining loophole’ by imposing
sanctions prohibiting imports of
petroleum products derived from
Russian crude starting in 2026.%°

Phasing out Russian imports, however
necessary it may be, is insufficient to achieve
energyautonomy. The EU’simportdependence
on fossil fuels remains extremely high — over
85% for natural gas and nearly 95% for crude
oil and petroleum products.®® Shifting from
pipeline gas to LNG introduces new vulne-
rabilities: less price visibility, higher
transportation costs, and greater exposure to

Phasing out Russian imports, however

necessary, is insufficient to achieve energy
autonomy

global market swings. Recent favourable LNG
market conditions are expected to continue
until about 2030, yet may not last beyond that
point.>! Price volatility and supply risks could
return sooner, driven by geopolitical
developments in the Middle East in early 2026.

The geopolitical risks associated with new
suppliers are also growing. The EU-US energy

48 “EU imports of energy products - latest
developments,” International Trade in Goods,
Eurostat, last updated in December 2025.

4 European Commission, Roadmap towards ending
Russian energy imports (COM/2025/440 final/2)
(EUR-Lex, 2025); European Commission, Proposal
for a Requlation of the European Parliament and
of the Council on phasing out Russian natural gas
imports, improving monitoring of potential energy
dependencies and amending Requlation (EU)
2017/1938 (EUR-Lex, 2025); European Commission,
“EU adopts 18 package of sanctions against Russia,”
18 July 2025.

0 “Natural gas supply statistics,” Eurostat, last updated
in May 2025; “Oil and petroleum products - a
statistical overview,” Eurostat, last updated on 4 May
2025.

51 International Energy Agency, Gas 2025 — Analysis and
forecasts to 2030 (IEA, 2025).

trade deal announced in 2025 compels the
EU to purchase around $750 bn in US energy
products through 2028, far above current
levels.5? Additionally, recent US and Qatari
threats to reduce LNG deliveries in response
to EU sustainability regulations highlight the
political leverage suppliers other than Russia
can wield.>

As Europe lacks significant domestic fossil
energy resources, long-term autonomy

depends on replacing fossil fuels with locally
sourced renewable energy

As Europe lacks significant domestic fossil
energy resources, long-term autonomy
depends on replacing fossil fuels with
locally sourced renewable energy. The EU
has significantly expanded wind and solar
generation: since 2022, wind and solar have
together produced more electricity than gas,
and wind alone surpassed gas in 2023. Solar
generation exceeded coal for the first time
in 2024. Wind and solar additions
between 2021 and 2024 avoided an
estimated 38 bcm of gas consumption,
with a further 16 bcm expected to be
displaced in 2025.>* Yet these amounts
remain modest relative to the EU’s
total gas consumption of 332 bcm in 2024.%®

The revised Renewable Energy Directive,
adopted in October 2023, sets a binding 2030
target of at least 42.5% renewables in final
energy consumption, with an indicative target
of 45%. This represents a steep increase from

52 “The EU-US trade deal: Restoring stability and
predictability,” Trade, European Commission, last
updated on 27 August 2025; Sagartirtha Chakraborty,
“Trump’s $750 billion EU energy deal is built on an
illusion,” LSE Blogs, 14 October 2025.

3 Chris Wright and Saad Sherida Al-Kaabi, “An Open
Letter to the Heads of State of European Union (EU)
Member States,” US Department of Energy & Minister
of State for Energy Affairs of Qatar, n.d.

5 European Commission, “REPowerEU — 3 years on.”

%5 Market Observatory for Energy, Quarterly report on
European gas markets (Vol. 18, Issue 1) (European
Commission, March 2025).
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The EU is also deeply dependent on imported

critical raw materials essential for renewable
technologies

24.5% in 2023.5¢ Achieving it requires rapidly
accelerating electrification across all sectors.
The EU’s target is to increase the share of
electricity in final energy consumption to 32%
by 2030, and potentially to 50% by 2040, yet
this share has been stagnating at around 23%
for a decade.’” The Commission is expected to
release an Electrification Action Plan in early
2026 to accelerate cost-effective electrification
in transport, buildings, and industry.

Still, replacing fossil fuels with renewables
and electrifying uses does not automatically
increase energy autonomy. The EU remains
highly dependent on non-EU supply chains
for renewable technologies. Europe’s solar
manufacturing sector has largely collapsed;
its battery industry struggles to scale; and the
wind turbine manufacturing sector faces rising
competition from Chinese firms. The EU is also
deeply dependent on imported critical raw
materials essential for renewable technologies.
As China tightens export controls and the US
reshapes supply chains through tariffs and
subsidies, Europe faces new vulnerabilities.

The Critical Raw Materials Act, adopted in
2024, aims to improve resilience by diversifying
sources, increasing domestic extraction and
recycling, and building strategic partnerships.>®
A new plan called RESourceEU was presented
in December 2025 to accelerate this effort
by promoting circularity, joint purchasing,

¢ European Parliament and Council of the European
Union, Directive (EU) 2023/2413 of the European
Parliament and of the Council of 18 October 2023
amending Directive (EU) 2018/2001, Requlation (EU)
2018/1999 and Directive 98/70/EC as regards the
promotion of energy from renewable sources, and
repealing Council Directive (EU) 2015/652 (EUR-Lex,
2023); “Renewables account for 24.5% of EU energy
use in 2023,” Eurostat, 19 December 2024.

“Electrification,” EU’s Energy System, European
Commission, accessed on 22 February 2026.

European Parliament and Council of the European
Union, Requlation (EU) 2024/1252 of the European
Parliament and of the Council of 11 April 2024
establishing a framework for ensuring a secure

and sustainable supply of critical raw materials

and amending Regulations (EU) No 168/2013, (EU)
2018/858, (EU) 2018/1724 and (EU) 2019/1020 (Text
with EEA relevance) (EUR-Lex, 2024).
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stockpiling, and coordinated investment in
essential materials.>

2.3. INFRASTRUCTURE AND
MARKETS

EU member states have significantly increased
energy infrastructure investment, especially
in  cross-border interconnections.  The
updated TEN-E Regulation (2022)
supports infrastructure aligned with
decarbonisation goals and extends
funding to projects of mutual interest
(PMIs) with non-EU countries.®
The Connecting Europe Facility for
Energy (CEF-Energy) allocates €5.8 bn to
support eligible projects for 2021-27, and the
Commission has proposed increasing this to
€30 bn for 2028-34.%

At the centre of this effort are the EU’s
interconnected electricity grids. Electricity
consumption is expected to rise in the coming
years, driven by electrification, data centres’
demand, and hydrogen strategies, in a context
of growing renewables penetration and
decentralisation, which will require significant
grid upgrades. The Commission estimates that
€584 bn needs to be invested in transmission
and distribution grids by 2030, and €1.2 tn
by 2040.%2 In November 2023, it launched

%9 European Commission, RESourceEU Action Plan:
Accelerating our critical raw materials strategy to
adapt to a new reality (COM/2025/945 final) (EUR-
Lex, 2025).

% European Parliament and Council of the European
Union, Regulation (EU) 2022/869 of the European
Parliament and of the Council of 30 May 2022 on
quidelines for trans-European energy infrastructure,
amending Regulations (EC) No 715/2009, (EU)
2019/942 and (EU) 2019/943 and Directives 2009/73/
EC and (EU) 2019/944, and repealing Requlation (EU)
No 347/2013 (EUR-Lex, 2022).

“Funding for PCls and PMs,” Infrastructure —
Projects of Common Interest and Projects of Mutual
Interest, European Commission, accessed on 23
February 2026; European Commission, Proposal for
a Regulation of the European Parliament and of the
Council establishing the Connecting Europe Facility
for the period 2028-2034, amending Requlation (EU)
2024/1679 and repealing Requlation (EU) 2021/1153
(EUR-Lex, 2025).

European Commission, Commission staff working
document implementing the REPowerEU Action Plan:
investment needs, hydrogen accelerator, and achieving
the bio-methane targets (SWD/2022/230 final)
(Publications Office of the European Union, 2022);
European Commission, /nvestment needs of European
enerqy infrastructure to enable a decarbonised
economy — Final report (Publications Office of the
European Union, 2025).
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an Action Plan for Grids to modernise
Europe’s electricity grids and prepare for the
renewables-based electrification of the energy
system.®®* While some progress has been
achieved since then, urgent challenges still
need to be addressed. The Iberian blackout
in April 2025 exposed vulnerabilities
in grid management, stability, and
flexibility amid high renewable
penetration, underscoring the urgent
need for increased investments in
national infrastructure and cross-
border interconnections.®

To address this need, the Commission
presented in December 2025 a comprehensive
Grids Package containing legislative and
non-legislative measures to modernise EU
grids, accelerate cross-border projects, and
address key bottlenecks through the Energy
Highways initiative — which will, among others,

A central goal is to improve electricity

interconnection levels

include strengthening power links in the Baltic
states.®® A central goal is to improve electricity
interconnection levels. Although the EU has
set a 15% interconnection target for 2030,
progress remains uneven across member
states, and expansion plans still fall short of
what is needed to optimise Europe’s power
system.®®

Given resource constraints and geopolitical
risks, security of supply must now be central

Yet building more interconnectors is
only part of the solution. Without
better coordination of national energy
policies, infrastructure planning, and
market rules, interconnectors can
transmit not only electricity but also
the unintended consequences of national
policies — price spikes, distortions, and

 European Commission, Grids, the missing link - An EU
Action Plan for Grids (COM/2023/757 final) (EUR-Lex,
2023).

% Johan Vermij, “Lessons from the Iberian blackout: The
starfish and the spider,” S&P Global, 5 May 2025; Eleni
Kemene and Anne Christianson, “What we can learn
about building a resilient energy grid from the Iberian
power outage,” World Economic Forum, 16 May 2025.

 European Commission, European Grids Package
(COM(2025) 1005 final) (EUR-Lex, 2025).

86 “Flectricity interconnection targets,” Infrastructure,
European Commission, accessed on 23 February 2026;
Elisabeth Cremona, “Breaking borders: The future of
Europe’s electricity is in interconnectors,” Ember, June
2023.

competitive imbalances, risking a political
backlash.®” Regional planning, fair cost-sharing
mechanisms, and consistent tariff structures
are needed to ensure that cross-border assets
deliver system-wide benefits while remaining
affordable.®®

Regional planning, fair cost-sharing

mechanisms, and consistent tariff structures
are needed

2.4. A CULTURE CHANGE

Achieving greater energy autonomy and
connectivity requires a long-term strategic
shift in how the EU institutions and member
states approach energy policy. This shift
remains incomplete in three main areas.

e First, the EU must rebalance its
policy priorities. For decades, energy
policy has focused heavily on market
liberalisation and  competition.®
Given resource constraints and geopolitical
risks, security of supply must now be
central to ensure both price stability and
a just transition.”” The ProtectEU Internal
Security Strategy, launched in April 2025,
explicitly calls for security implications to be
consideredin all new EU legislation, policies,

to ensure both price stability and a just
transition

7 Nikolaus J. Kurmayer, “Norway may break up with
Europe’s power grid over soaring energy prices,”
Euractiv, 25 November 2025.

% Lea Room and Marie Kdsters, “While Brussels finalises
the EU Grid Package, three areas demand immediate
action,” Clean Air Task Force (CATF), 20 November
2025.

% Roberto Cardinale, lvano Cardinale, and Ivan Zupic,
“The EU’s vulnerability to gas price and supply shocks:
The role of mismatches between policy beliefs
and changing international gas markets,” Energy
Economics, Volume 131 (2024).

70 Anna-Alexandra Marhold, “Towards a ‘security-
centred’ energy transition: balancing the European
Union’s ambitions and geopolitical realities,” Journal
of International Economic Law, Volume 26, Issue 4
(December 2023): 756—769.
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and external actions, thereby representing
a step in that direction.” The new Economic
Security Doctrine, unveiled in December
2025, might accelerate this shift.”?

e Second, the EU’s geopolitical
assumptions need to evolve. Risks
now stem from multiple directions
— not only traditional rivals but also
partners whose cooperation can
no longer be taken for granted. The EU’s
‘de-risking’ strategy must, therefore, be
sufficiently diversified and comprehensive
to fully address this new reality.

¢ Third, the division of competences between
the EU and member states may need to
be reconsidered. National decisions about
energy mixes, subsidies, and pricing often
lack coordination and can distort markets
across borders.”® Interconnectors alone
cannot deliver the benefits of a true Energy
Union if member states act in isolation. Real
autonomy and security require collective
strategies rather than fragmented national
approaches.

2.5. EU STATE AID LAW AND
CAPACITY MECHANISMS

As Europe’s energy system becomes more
interconnected, it is increasingly dependent
on maritime and subsea infrastructure — such
as gas pipelines, electricity interconnectors,
and undersea data cables. These systems
not only transport energy but also support
digital communications that are essential to
grid management. The network has expanded
rapidly, with further projects planned to
deepen integration across the EU.

However, this infrastructure now faces
heightened security threats, especially since
Russia’s war of aggression against Ukraine.

71 European Commission, ProtectEU: a European Internal
Security Strategy (COM/2025/148 final) (EUR-Lex,
2025).

72 European Commission, Strengthening EU economic
security (JOIN (2025) 977 final) (EUR-Lex, 2025).

3 For example, the decisions made in recent years
by Germany about its energy mix (in particular its
nuclear phase-out) or, more recently, about electricity
prices (price cap for industrial consumers) were
made neither with consultation of the European
partners nor with consideration of the impacts on the
European market.

Several incidents — most notably in the Baltic
Sea — have caused physical damage to various
pipelines and cables. Some of those events
have been deemed accidental, yet this kind of

As Europe’s energy system becomes more

interconnected, it is increasingly dependent
on maritime and subsea infrastructure

‘voluntarily  accidental’  disruption or
destruction of undersea pipelines and cables
is increasingly seen as a tool of hybrid or grey-
zone warfare, used to disrupt communications,
energy flows, and markets while avoiding
clear attribution and escalation (see
Chapter 5).”* Coupled with increased cyber
threats and the operational challenges
inherent to subsea systems, such actions are
making Europe’s maritime infrastructure a
critical vulnerability.”

The risk is especially acute in the Baltic Sea
region, where undersea interconnectors
play a crucial role in electricity exchange,
market integration, and ensuring security of
supply. Major offshore wind developments
and a potential hydrogen pipeline network
delivering green hydrogen to Central
Europe are envisaged in the region, further
expanding and diversifying its maritime
energy infrastructure.”® As reliance on an
expanding maritime energy network grows,
so does exposure to sabotage, cyberattacks,
and technical disruptions. Consequently,
protecting submarine infrastructure has
become a central issue for regional security
and for Europe’s energy system as a whole.

74 The sudden drop in December 2024 of the Estonia-
Finland cross-border capacity from 1 016 MW to 358
MW caused by the damage inflicted on the Estlink
2 power cable contributed to pushing up electricity
prices in the Baltic states over several months,
and the link’s full restoration took half a year. See:
“Damage to Estlink 2 cable raises energy prices in
Baltic countries,” Baltic Wind, 3 January 2025; Marko
Tooming, “EstLink 2 outage to cost consumers €50
million in February,” ERR News, 14 February 2025;
“Estlink 2 electricity cable back online after months-
long outage,” YLE, 20 June 2025.

7> The Estonia-Finland electricity interconnection EstLink
1 was out of service in September 2025 due to a
technical fault concerning the converter station on
the Finnish side. See: “Technical fault puts Estlink 1
out of action until end of September,” ERR News, 1
September 2025.

Claas Hilsen, Daniel Anton, Daan Geerdink, Malte
Renz, and Corin Taylor, Potential for a Baltic Hydrogen

Offshore Backbone (DNV, 2024).
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Recognising the systemic nature of the
threat, the EU adopted in February 2025 an
Action Plan on Cable Security, promoting
coordinated measures to improve prevention,
detection, response, recovery, and deterrence
related to submarine infrastructure.”” Beyond
infrastructure protection, member states
face pressure to adopt domestic mitigation
measures — particularly by establishing
backup or reserve capacity — to ensure
the security of energy supply and contain
potential price spikes. However, such national
security measures can conflict with EU state
aid law, which aims to prevent distortion of
competition in the Single Market.

2.6. THE STATE AID REGIME

Any public financing for domestic backup
capacity must be assessed by the European
Commission under the EU state aid
framework. Since the energy crisis and the
start of Russia’s full-scale invasion of Ukraine,
the Commission has gradually expanded
the scope and flexibility of permissible aid
in the energy domain, in particular through
Temporary Crisis and Transition Frameworks
(TCTF) and exemptions for security of supply
under Article 107(3)(b) of the Treaty on the
Functioning of the European Union (TFEU),
and through the 2022 Climate, Energy and
Environmental State Aid Guidelines (CEEAG).”®
These support strategic energy infrastructure,
grid resilience, cybersecurity upgrades, and
supply diversification, as well as compensation
mechanisms for plants kept available for
emergencies and investments in hydrogen
and renewable generation to reduce reliance
on vulnerable imports.

To replace expiring crisis tools and offer a
more stable long-term framework up to
2030, the Commission introduced the Clean
Industrial Deal State Aid Framework (CISAF) in

7 European Commission, Action Plan on Cable Security
(JOIN/2025/9 final) (EUR-Lex, 2025).

78 Donato Di Carlo, Andreas Eisl, and Dimitri Zurstrassen,
“Together we trade, divided we aid: Mapping the
flexibilization of the EU state aid regime across
GBER, IPCEIs and Temporary Frameworks,” Policy
Paper, Jacques Delors Institute, March 2024;
European Commission, Guidelines on State aid for
climate, environmental protection and energy 2022
(C/2022/481) (EUR-Lex, 2022).

July 2025.7° CISAF reshapes the way member
states can provide aid for clean energy
deployment, industrial  decarbonisation,
clean-tech  manufacturing, and energy-
intensive industries. It simplifies procedures
and accelerates approval processes for energy
infrastructure projects, including subsea
cables, renewable generation, and capacity
mechanisms.

Capacity mechanisms are temporary measures
that offer financial support to capacity
providers to remain available when needed,
with a view to ensuring sufficient electricity
generation not only to meet demand but
also to guarantee long-term energy system
reliability, especially as the grid incorporates
more intermittent renewable energy. Capacity
mechanisms remunerate providers for
maintaining a ‘firm’ capacity to supply power
(i.e., reliably available on demand, even
under adverse conditions), rather than for the
amount of power they produce. Traditionally
supporting dispatchable resources (gas, coal,
nuclear), they now also cover hydropower,
storage, and demand-side flexibility.

CISAF significantly streamlines state aid
approval for capacity mechanisms. It defines
two target-model designs — strategic reserves
(SR) and market-wide central buyer
mechanisms (MW) — as eligible for a fast-track
approval of state aid, provided they meet
specific criteria.?® This removes reliance on
emergency frameworks and makes capacity
support more predictable. CISAF also enables
combinations of aid across multiple areas
(capacity, renewables, storage, flexibility,
clean-tech manufacturing, industrial
decarbonisation), allowing member states to
design integrated aid packages within a single
coherent regime.

7% European Commission, Framework for State Aid
measures to support the Clean Industrial Deal (Clean
Industrial Deal State Aid Framework) (C/2025/7600)
(EUR-Lex, 2025).

80 Strategic reserves keep specific power plants —
mostly coal and gas — open in case their capacity
is needed for adequacy reasons. Such reserves are
placed outside of the electricity market and paid for
by a central authority. A market-wide central buyer
mechanism is a type of capacity market in which a
central entity purchases firm electricity capacity for
the entire market through a competitive auction open
to all technologies and providers, and sets the price
based on bids from providers.
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2.7. CROSS-BORDER
PARTICIPATION

Because electricity markets are intercon-
nected, national capacity mechanisms have
cross-border externalities. Support in one
country can displace generation in a
neighbouring market, increase consumer costs
elsewhere, or alter supply patterns in ways
that undermine system reliability.?! To address
such effects, EU rules require cross-border
participation, especially for market-wide
mechanisms, and this openness is part of
CISAF’s conformity assessment.

Explicit cross-border participation, in line with
the methodology established by the EU Agency
for the Cooperation of Energy Regulators
(ACER), means that interconnectors must be
allowed to bid at capacity auctions, and
therefore presumes interconnector
reliability.?> Yet growing concerns
about the vulnerability of subsea

CONCLUSION

The EU’s approach to state aid for energy
infrastructure and capacity mechanisms has
become more flexible, with the Commission
now accepting security-of-supply risks as
legitimate grounds for aid. CISAF lowers
procedural barriers and clarifies rules, helping
member states to deploy capacity mechanisms
more easily. Still, aid must remain necessary,
proportionate, and minimally distortive, and
even streamlined procedures can take months
— far longer than the timelines of hybrid
threats. This limits preventive action unless
specific risks are clearly documented, which
is challenging in a rapidly evolving security
landscape. Overall, Europe’s state aid rules
and capacity mechanism designs remain
insufficiently adapted to geopolitical and
hybrid threats affecting maritime and subsea
infrastructure.

The EU’s approach to state aid for energy
infrastructure and capacity mechanisms has

cables challenge this assumption. If
undersea interconnectors are at risk
of becoming unreliable — whether due
to sabotage, hybrid attacks, or cyber-

become more flexible but remains
insufficiently adapted to geopolitical and

physical risks — capacity linked to them
becomes uncertain. This raises a
dilemma: capacity = mechanisms
designed to guarantee security may end up
depending on insecure infrastructure.

Current state aid rules and resource
adequacy methodologies account mainly
for technical failure rates, not deliberate
disruption. As a result, member states may
feel pressured to exclude foreign capacity or
treat interconnectors as non-firm. However,
restricting cross-border participation s
difficult under EU law unless backed by robust
risk assessments and explicitly accepted by the
Commission. Without recognised frameworks
for incorporating geopolitical risk, national
deviations risk breaching Single Market rules.

8 Emma Soléne Menegatti and Leonardo Meeus, Cross-
border participation: a false hope for fixing capacity
market externalities? (European University Institute,
2024).

82 European Agency for the Cooperation of Energy
Regulators, Technical specifications for cross-border
participation in capacity mechanisms (ACER, 2020).

hybrid threats

More broadly, the evolution of state aid
control must be understood in the context of
the EU’s wider energy transformation since
2022. The Union has made undeniable
progress in reducing its dependence on
Russian fossil fuels, diversifying suppliers,
expanding LNG and pipeline infrastructure,
accelerating the deployment of renewables,
and strengthening interconnections through
the revised TEN-E framework and the Grids
Action Plan. Yet a number of significant
structural fragilities remain: continued high
import dependence for oil and gas, growing
reliance on global LNG markets, exposure to
geopolitical leverage from new suppliers, and
deep dependencies on non-EU supply chains
for renewable technologies and critical raw
materials.  Electrification  targets and
renewable ambitions under the revised
Renewable Energy Directive will only enhance
autonomy if supported by resilient grids,
domestic industrial capacity, and secure access
to essential inputs. Otherwise, the EU’s quest
for increased autonomy risks resulting in new
forms and patterns of dependency.
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True autonomy requires a coherent strategy
that aligns decarbonisation, industrial policy,
infrastructure planning, external energy

relations, and security policy under a common

At the same time, deeper physical and market
integration creates a paradox. Interconnectors,
cross-border trade, and shared capacity
mechanisms are essential to optimise
resources, integrate renewables, and reduce
costs. However, without stronger coordination
of national energy mixes, subsidy schemes,
adequacy assessments, and security planning,
integration can also transmit shocks,
distortions, and vulnerabilities across borders.

framework

Hybrid threats to subsea infrastructure in
regions such as the Baltic Sea further
complicate this equation, as the legal
requirement of cross-border participation in
capacity mechanisms presumes a level of
infrastructure reliability that may no longer be
guaranteed. Bridging this gap will require not
only technical adjustments to adequacy

methodologies and state aid rules, but also a
deeper political shift towards genuinely
collective risk assessment, joint investment,
and shared responsibility for security of

supply.

Ultimately, EU energy autonomy and
connectivity are not mutually exclusive
objectives but interdependent ones. True
autonomy cannot be achieved through
national back-up measures alone, nor
through market integration divorced
from security considerations. It
requires a coherent strategy that
aligns decarbonisation, industrial
policy,  infrastructure  planning,
external energy relations, and
security policy under a common
framework. The progress achieved
since 2022 demonstrates the Union’s capacity
for rapid adaptation in times of crisis. The
decisive question for the coming decade is
whether this crisis-driven transformation can
be consolidated into a stable, long-term model
of a resilient Energy Union capable of
withstanding both market volatility and
geopolitical disruption.
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3. COOLING AMBITION
IN A HEATED
ENVIRONMENT

Koen Claessen

The European Union’s climate policy has
evolved significantly over the past two
decades, defined primarily by an ever-growing
climate crisis, as well as changing political
priorities, economic distress, and countless
other crises. While the EU has long positioned
itself as a global climate leader, the policy
landscape in 2025 looks very different from
the one in which the European Green Deal
was launched in 2019. In a Europe shaped by
geopolitical tensions, energy dependencies,
and competitiveness concerns, climate policy
seems to have lost political attention.

The policy landscape in 2025 looks very
different from the one in which the European

Green

Deal was launched

This chapter examines these developments
and their implications for intra-EU energy
connectivity by asking two central questions:
What is the current state of the climate debate
in the EU, and what are the implications of
this new policy mood for intra-EU energy
connectivity? The analysis demonstrates that
climate objectives are increasingly linked to
competitiveness and security, with renewable
energy now central to these broader agendas.
However, Europe’s energy infrastructure
remains insufficient to support all three policy
objectives, thereby jeopardising the
EU’s climate, industrial, and security
strategies.

A brief overview of EU climate policy
helps contextualise this shift. After
decades of increasing climate ambition, the EU
decisively projected itself as a climate leader
in 2019 with the launch of the European Green
Deal — an agenda that reframed climate action
as a transformational project for the entire EU
economy. The 2021 Climate Law consolidated
this deal by setting a legally binding target of
climate neutrality by 2050 and introducing

an extensive legislative package.®® The mood
around climate policy at this time can best be
described as mission-driven and optimistic,
with the first von der Leyen College of
Commissioners enjoying a strong mandate for
ambitious climate policy, which became the
flagship project of the 2019-24 mandate.?

3.1. CLIMATE MOOD

By the mid-2020s, the EU found itself in a very
different political, economic, and geopolitical
environment compared to the one that shaped
the launch of the European Green Deal in
2019. While climate policy remains among the
European priorities, the context in which it is
made and applied has shifted. Russia’s full-
scale invasion of Ukraine raised both military
and energy security as primary concerns on
the EU’s political agenda. At the same
time, rising living costs and declining
industrial competitiveness  have
reshaped political priorities at both
national and EU levels. Collectively,
these developments have created
what can best be described as a mood shift in
the EU’s climate policy, moving away from a
normative, mission-driven approach toward
a more functionalist, flexible one grounded in
economic and security considerations.

3.1.1. DRIVERS OF THE MOOD SHIFT

The first and most decisive factor driving
the EU’s shift in climate policy sentiment
is the return of hard security as a primary
European concern. Russia’s full-scale invasion

Boosting defence capabilities and resilience
has gained priority over climate issues on the

political agenda

of Ukraine created consensus about the EU’s
need to invest in security and deterrence vis-
a-vis Russia. Consequently, boosting defence

8 European Parliament and Council of the European
Union, Regqulation (EU) 2021/1119 of the European
Parliament and of the Council of 30 June 2021
establishing the framework for achieving climate
neutrality and amending Requlations (EC) No
401/2009 and (EU) 2018/1999 (‘European Climate
Law’) (EUR-Lex, 2021).

84 “Priorities 2019-2024,” Strategy and Policy, European
Commission, accessed on 23 February 2026.
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capabilities and resilience has gained priority
over climate issues on the political agenda,
with member states redirecting funds towards
these issues. Russia’s invasion also triggered
a second factor: the rising cost of living,
largely driven by gas and electricity prices.
Against the backdrop of higher energy bills,
fuel prices, and inflation, governments placed
economic stability and affordability at the
top, whilst more voters began to question
the compatibility of the green transition with
affordability.®®

The third driver is growing anxiety about the
EU’s global economic position, with European
industries facing rising costs, complex
regulation, and fierce competition
from the United States and China’s
subsidised clean-tech sector. The Letta
and Draghi reports highlighted these
challenges, with both arguing that
Europe suffers from dense regulation and
declining competitiveness.®® Draghi additionally
identified net-zero tech and industry as defining
Europe’s economic future, yet stressed that this
industry’s growth is impeded by over-
regulation.®” As these concerns gained traction,
competitiveness overtook climate as a priority
on the EU’s agenda.

These three trends went on to shape the
political dynamics of the 2024 European
Parliament elections. Although the political
centre maintained its majority, climate-sceptic
right-wing parties made significant wins,
while the Greens and Liberals lost
seats.® The election thus weakened
the Commission’s mandate for a high-

ambition, mission-oriented climate
agenda. Additionally, large-scale
farmers’ protests across member

states contributed to the broader politicisation
of the climate debate.

8 |lke Toygur and Aleksandra Sojka, “Does Climate Policy
Backlash Fuel Eurosceptic Vote? Exploring the Link
in the European Parliament Elections,” Journal of
European Public Policy (July 2025): 2.

8 Mario Draghi, The Future of European
Competitiveness: A Competitiveness Strategy for
Europe (Publications Office of the European Union,
2024); Enrico Letta, Much More than a Market: Speed,
Security, Solidarity — Report on the Future of the Single
Market (Jacques Delors Institute, 2024).

87 Letta, Much More than a Market.

8 Paul Hockenos, “European Parliament Elections:
Climate Policies Will Suffer,” Heinrich-Béll-Stiftung, 11
June 2024.

3.1.2. COMPETITIVENESS, INNOVATION,
AND SECURITY

These political and economic dynamics have
produced a new climate-policy mood. The
current climate debate has shifted from an
ambitious, mission-driven approach that
characterised the Green Deal’s launch to a
more functionalist, flexible orientation that
embeds climate policy in a broader European
agenda centred on industrial policy and
competitiveness. While climate objectives
have not been (fully) abandoned, the logic
through which they are justified and pursued
has changed.

While climate objectives have not been (fully)
abandoned, the logic through which they are

justified and pursued has changed

The clearest expression of this is the
Commission’s shift in focus from the Green
Deal to the Clean Industrial Deal (CID).
Presented as the Green Deal’s next phase, the
CID emphasises clean energy and clean-tech
innovation as drivers for affordability and
European competitiveness.®® Closely related
to it is the Net-Zero Industry Act (NZIA), the
EU’s main tool for expanding the domestic
clean-tech industry.®® Both policies respond
directly to the Draghi report, and both present
climate and decarbonisation primarily through
the lens of industrial policy and economic
security.

In cases where climate and industrial policy
collide, the Commission has leaned towards

flexibility at the expense of climate regulation

This reframing has practical consequences.
In cases where climate and industrial policy
collide, the Commission has leaned towards
flexibility at the expense of climate regulation.
The Omnibus packages, introduced to ease

8 European Commission, The Clean Industrial
Deal: A joint roadmap for competitiveness and
decarbonisation (COM(2025) 85 final) (EUR-Lex,
2025).

% European Parliament and Council of the European
Union, Requlation (EU) 2024/1735 of the European
Parliament and of the Council of 13 June 2024
on establishing a framework of measures for
strengthening Europe’s net-zero technology
manufacturing ecosystem and amending Regulation

(EU) 2018/1724 (EUR-Lex, 2024).
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regulatory burdens, illustrate this by softening
sustainability reporting obligations.®* While
embedding climate policy within industrial
strategy does not necessarily lower climate
ambition, these measures reveal a clear
hierarchy of priorities when conflicts arise
between the two agendas.

The CID and NZIA also lay bare a second
shift, namely that of a greater emphasis
on technology, innovation, and market
instruments for the EU to meet its long-
term climate targets. Both the CID and NZIA
focus heavily on decarbonisation and clean
technology rather than directly cutting
emissions.”? The revised 2040 climate target,
agreed in November 2025, also reflects this
change. Although it includes a binding 90%
emissions-reduction goal relative to 1990, it
allows 5% of reductions to be met through
international carbon credits.”® This effectively
allows member states to ‘outsource’ part
of their reductions through carbon market
mechanisms, signalling an increased reliance
on these and reduced political willingness to
cut domestic emissions.

This turn towards technology is also illustrated
by the EU’s Innovation Fund, which now
devotes greater resources to carbon capture,
utilisation, and storage, as well as to industrial
decarbonisation.®® Funding, therefore, flows
increasingly towards zero- and low-carbon
technologies, a trend further amplified by the
NZIA. The narrative of decarbonisation is thus
shifting from one centred on limiting emis-
sions to one centred on technological
solutions to offset or compensate

one. REPowerEU offers the clearest example
of this, as it accelerated renewables and
energy-efficiency measures, but did so
explicitly to reduce the EU’s dependence on
Russian fossil fuels.®® The 2023 update of the
Renewable Energy Directive (RED IllI) and the
2024 reform of the Electricity Market Design
followed a similar logic, framing renewable
energy expansion as essential to energy
security and protection against gas price
volatility.®® These three regulations show that
the topic of renewables is high on the political
agenda, but primarily due to security rather
than climate.

Security considerations have also led the
EU to ease some environmental regulatory
requirements. The Defence Readiness
Omnibus package has reduced administrative
and sustainability requirements for defence
manufacturers to accelerate the build-up
of a European defence industry.’” Although
environmental standards remain in place, the
Commission’s willingness to grant exemptions
demonstrates that defence needs are currently
prioritised when the two agendas come into
conflict. At the same time, some zero-carbon
technologies, such as advanced batteries,
synthetic fuels, and high-yield renewables,
are now presented as dual-use assets that
promote both decarbonisation and defence
readiness.%®

Despite these shifts, the core of the EU’s
climate policy remains intact. The Climate Law
continues to bind member states to climate

Climate policy is now being justified less as

them. an environmental imperative and more as

part of the EU’s economic strategy, industrial
policy, and geopolitical resilience

A third dimension of the debate
concerns the growing alignment
between climate and security policy,

with renewable energy becoming part
of security logic rather than an environmental

°1 European Commission, “Commission simplifies rules
on sustainability and EU investments, delivering over
€6 billion in administrative relief,” Press Release, 26
February 2025.

%2 European Parliament and Council of the European
Union, Regulation (EU) 2024/1735; European
Commission, The Clean Industrial Deal.

93 #2040 Climate Target,” EU Action — Climate Strategies
& Actions, European Commission, accessed on 23
February 2026.

% “What |s the Innovation Fund?,” European
Commission, Innovation Fund, 23 February 2026.

neutrality by 2050; the European Union
Emissions Trading System (EU ETS) remains in
force and is set to become more ambitious;

% European Commission, REPowerEU.

% European Parliament and Council of the European
Union, Directive (EU) 2023/2413; “Electricity Market
Reform,” Explainers, Council of the European Union,
accessed on 23 February 2026.

97 European Commission, Defence Readiness Omnibus
(COM(2025) 820 final) (European Commission, 2025).

% Simone Tagliapietra, “Defence and Climate: Seven
Points for a Common Agenda,” Bruegel, 28 April 2025.
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and renewable energy generation continues
to increase, accounting for almost half of
Europe’s electricity in 2024.° The overall
direction of travel has, therefore,
not been fundamentally reversed.
What has changed is the framing and
political logic underpinning climate
action, with climate policy now being
justified less as an environmental
imperative and more as part of the EU’s
economic strategy, industrial policy, and
geopolitical resilience. While this integration
can in some cases be positive, experience has
also shown that when climate objectives are
embedded within other policy fields, they risk
becoming subordinate to more immediate
priorities.!

3.2. INTRA-EU ENERGY
CONNECTIVITY

The analysis above reveals that renewable
energy is currently at the core of the EU’s
economic and security strategies. However,
for renewables to fulfil this important role,
they must be deeply integrated into the
intra-European energy infrastructure. This
infrastructure has, therefore, become a
cornerstone of three key policy agendas:
competitiveness, security, and climate. The
question is whether the EU’s energy networks
can bear the weight of these ambitions, and
what the consequences will be if they are not.

3.2.1. INFRASTRUCTURAL BOTTLENECKS

The shift towards embedding climate policy
within competitiveness and security policy
has raised a fundamental tension: the EU has
made renewable energy a cornerstone in its
priorities without ensuring its infrastructure
can handle this ambition. Europe’s renewable
energy production has surged: the EU added
56 gigawatts (GW) of solar energy in 2023, and
renewable electricity reached 47% of total
generation in 2024.% Yet, the infrastructure
needed to transmit this energy across
the continent is lagging. 40% of Europe’s

9 “Electricity from renewable sources reaches 47% in
2024 Eurostat, 19 March 2025.

10Francesca Colli, “Climate Policy Integration and Von
Der Leyen 2.0: Climate Advocacy in Changing Times,”
Egmont Institute, 10 December 2024.

w1“NVake Solar EU,” Advocacy, SolarPower Europe,
accessed on 23 February 2026.

distribution grids are over 40 years old, and
according to ENTSO-E, the EU must add around
64 GW of extra cross-border transmission

The EU has made renewable energy a

cornerstone in its priorities without ensuring
its infrastructure can handle this ambition

capacity by 2030 to integrate rising volumes
of wind and solar energy, constituting a 55%
increase on the 2025 grid.!® Likewise, a 2024
JRC scenario analysis finds that insufficient
grid expansion could force the EU to curtail
up to 310 terawatt-hour (TWh) of renewable
electricity by 2040 due to congestion.® A
2025 report by Beyond Fossil Fuels, E3G,
Ember, and the Institute for Energy Economics
and Financial Analysis concluded that 1 700
GW of renewable energy is facing problems in
connecting to the grid.'®

The nature of infrastructural bottlenecks
varies across member states. In countries like
Germany and the Netherlands, transmission
lines are mainly congested because the grids
were not designed for today’s large volumes
of renewable electricity, whose supply varies
with weather conditions and can easily
overload grids.’® In other parts of Europe,
the challenge lies in insufficient cross-border
interconnection with other European grids,
particularly in Spain and Portugal, as well as in
Ireland and Finland. ¢ According to a report
by Ember, most EU countries are currently
unlikely to reach the 15% interconnection
target, meaning they will not be sufficiently
able to move electricity across borders. This
restriction of states’ ability to easily move
surplus renewable electricity could prevent

102413 Years of Resources on the Future Pan-European
Electricity Transmission Network: Just a Click Away,”
ENTSO-E, 9 June 2023.

103“More Coordination Needed in Renewable
Deployment to Prevent Grid Congestion,” Joint
Research Centre, 27 May 2024.

104“gutdated Grid Planning and Weak Governance
Stalling Europe’s Transition Away from Fossil Fuels,”
Beyond Fossil Fuels, 13 May 2025.

1950skar Kvarnstrom, Alessio Scanziani, Rena Kuwahata,
and Jacques Warichet, “Grid Congestion |Is Posing
Challenges for Energy Security and Transitions,”
International Energy Agency, 25 March 2025.

106“|nterconnections in South-West Europe,”
Infrastructure, High Level Groups, European
Commission, accessed on 23 February 2026; Yusuf
Latief, “Europe Risks Blackouts without Improved Grid
Interconnection, Says Ember,” Enlit Europe, 1 October
2025.
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This investment gap forecasts a grim scenario

clean electricity from flowing where it is
most needed. However, with member states
applying divergent timelines, methodologies,
and scenarios in the development of grids,
on top of those the EU itself uses, addressing
these bottlenecks in a centralised manner
from Brussels has proved challenging.?”

Addressing these infrastructural limitations
requires not only political commitment but
also substantial investment. According to
the European Commission, €584 bn in grid
investment will be required by 2030.1% Long-
term estimates by the European Court of
Auditors suggest a minimum requirement
between €1.99 and €2.29 tn is needed in
grid investment by 2050, yet European grid
operators project only €1.87 tn of investments
to have been reached by that year.!®® This
investment gap forecasts a grim scenario
for the EU’s capacity to upgrade its grids,
jeopardising its competitiveness, climate
strategy, and security objectives.

challenges and calls for a faster permitting
process and improved access to finance for
grid expansion, it is not yet treated as a core
industrial and security instrument. As such, it
does not come back in, for example, the EU’s
Preparedness Union Strategy, despite energy
connectivity now standing at the basis of the
EU’s resilience and competitiveness.!®

3.2.2. HYBRID THREATS

The second implication of the climate-
policy shift concerns the security of energy
connectivity itself. As renewable energy
becomes a cornerstone of the EU’s industry
and strategic autonomy, the infrastructure
that carries it becomes a target in hybrid
warfare. Repeated disruptions to subsea
cables in the Baltic Sea, as well as Russian
attempts to disrupt European energy grids,
have demonstrated the vulnerability of
Europe’s critical infrastructure.!!

Enhancing resilience requires pro-
tecting electricity grids and inter-
connectors from both physical and

for the EU’s capacity to upgrade its grids,

cyber threats. Fortunately, the
protection of critical infrastructure is
already high on the political agenda,
and member states have begun

jeopardising its competitiveness, climate
strategy, and security objectives

This infrastructural and investment gap
threatens to undermine all three key policy
agendas simultaneously. If renewable energy
cannot be transported where it is needed or
grids are overloaded, European industries
have only limited access to affordable clean
energy — as is already happening in the
Netherlands and Germany (see Chapter 8). In
the field of security, insufficient connection
to the EU’s grid leaves countries more
vulnerable to local shocks or shortages, while
fossil fuel dependencies will remain as long
as the EU cannot fully leverage its domestic
renewable potential. Finally, these gaps
harm the climate agenda by delaying the
integration of renewables and thereby slowing
decarbonisation. While the EU Grids Action
Plan from 2023 acknowledges many of these

97Room and Kosters, “While Brussels Finalises EU Grid
Package.”

08Eyuropean Commission, Grids, the missing link.

99European Court of Auditors, Making the EU Electricity
Grid Fit for Net Zero Emissions (Review 01/2025)
(Publications Office of the European Union, 2025).

improving maritime surveillance and
infrastructure monitoring. Still, strengthening
these capabilities will be essential if clean
energy is to serve as a foundation of both EU
security and competitiveness.!*?

Security concerns also extend to the raw
materials needed for renewable energy
systems and energy infrastructure. The EU
remains heavily dependent on China for rare-
earth elements used in batteries, high-voltage
cables, and wind-turbine magnets, among
other applications.'’® The EU’s Critical Raw
Materials Act aims to diversify supply chains
through partnerships with countries such as

10European Commission and High Representative of the
Union for Foreign Affairs and Security Policy, European
Preparedness Union Strategy (JOIN (2025) final 130)
(European Commission, 2025).

“cybersecurity in the Power Sector,” Eurelectric, 21
February 2025.

H12Caspar Hobhouse, “On a War Footing: Securing Critical
Energy Infrastructure,” Brief, EU Institute for Security
Studies, August 2025.

13Hamed Ghiaie and Filippo Gorelli, “From Chips to

Turbines: Europe Depends on Critical Raw Materials,”
World Economic Forum, 29 October 2025.
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Canada, Australia, Namibia, and Chile, yet
full diversification has not been achieved,
and geopolitical competition for access to
these materials is intensifying. For Europe’s
energy connectivity, this means that investing
in secure, diversified, and predictable supply
chainsis central to maintaining energy security,
industrial capacity, and the climate transition.

CONCLUSION

Taken together, these implications
reveal a fundamental challenge: while
renewable energy has become a pillar
of the EU’s competitiveness and security
strategy, intra-EU energy connectivity does
not seem ready to assume such a crucial role
in the longer term. Capacity on the grids is
limited, infrastructure investments lag, hybrid
security vulnerabilities increase, and supply
chains remain vulnerable to reliance on third
parties. The consequence is that the three
pillars of EU policy — competitiveness, security,
and climate — rest on a foundation that is not
yet secure itself. Addressing this requires

treating energy connectivity not just as a
technical matter but as a core factor
underpinning Europe’s flagship policies.

This analysis has shown that the EU’s climate
policy mood has shifted towards a framework
in which climate goals are pursued through
the logic of competitiveness and security.
Renewable energy has become foundational

The three pillars of EU policy —

competitiveness, security, and climate — rest
on a foundation that is not yet secure itself

to Europe’s industrial strategy, energy security,
and resilience, yet the infrastructure needed
to carry this energy across the EU cannot keep
up with this pressure. Europe’s grids are now
expected to serve simultaneously as climate,
industrial, and security assets, yet they are not
sufficiently durable and future-proofed to
meet these expectations. Addressing this
structural weakness is essential if the EU
wishes to maintain credibility in all three
fields.
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4. PURGING RUSSIA OUT
OF THE SYSTEM

Kristel Birgit Potsepp

Russia’s full-scale invasion of Ukraine in 2022
forced the EU to fundamentally rethink its
energy policy. Long-standing dependencies on
Russian gas, oil, and nuclear fuel were rapidly
redefined as  strategic  vulnerabilities,
prompting the EU to pursue an unprecedented
energy decoupling agenda. Through the
REPowerEU initiative, launched in May 2022,
the Union committed to phasing out all Russian
fossil fuel imports by 2027-28, aiming to
prevent any return to business as usual and to
curtail Moscow’s ability to weaponise energy
supplies for political leverage.

Despite significant progress in reducing

Russian energy imports, the risk of Moscow’s

gradual rehabilitation as a key energy
supplier to parts of the EU persists

Despite significant progress in reducing
Russian energy imports, the risk of Moscow’s
gradual rehabilitation as a key energy supplier
to parts of the EU persists. Existing
infrastructure, price pressures, long-term
contracts, and uneven political will across
member  states complicate the full
implementation of REPowerEU. While Russia
has lost most of its European market share, it
continues to generate substantial revenue
from fossil fuel exports, particularly through
LNG, revealing persistent loopholes and
internal divisions within the Union.

This chapter assesses the structural and
political risks that could enable a return to
Russian energy under the guise of affordability,
supply security, or market emergency.
It examines variations in member
state exposure and political willingness
to decouple, identifies vulnerabilities
within  the current REPowerEU
framework, and evaluates how new
dependencies may undermine the EU’s long-
term strategic autonomy.

4.1. TWO STEPS FORWARD, ONE
STEP BACK?

Since invading Ukraine in 2022, Russia has
lost approximately 80% of its European
energy market share. In parallel with western
sanctions aimed at curbing Moscow’s oil
and gas revenues, the European Union has
committed to fully phasing out imports of
Russian fossil fuels through the REPowerEU
plan, launched by the European Commissionin
May 2022. This framework marks a structural
shift away from dependence on Russian
energy, reflecting the EU’s assessment that
Russia has systematically used energy supplies
as a political weapon, with far-reaching
consequences for the stability of the European
energy market.'*

With the REPowerEU in place and as
Russia’s aggression against Ukraine
continued, the EU adopted a firm
strategy of gradual, yet permanent,
energy decoupling from Russia,
explicitly ruling out any return to
BaU. In December 2025, the EU
Council Presidency and representatives of the
European Parliament reached a provisional
agreement on a regulation to phase out
Russian natural gas imports, including a
legally binding ban on both LNG and pipeline
gas.!’® This measure forms part of an official
roadmap to end all Russian energy imports,
encompassing gas, oil, and nuclear materials,
by 2027 or 2028. The European Commission
has set the specific objective of halting all
Russian pipeline gas and LNG imports by
the end of 2027, alongside plans to restrict
imports of Russian-origin uranium and
enriched nuclear materials, underscoring
the EU’s determination to remain united and
resilient in the face of Russia’s attempts to
divide Europe via energy coercion.

The REPowerEU has not yet yielded its

desired results and has been hindered by
political divisions

114“REPowerEU: Affordable, secure and sustainable
energy for Europe,” Energy, European Commission,
accessed on 25 February 2026.

15Council of the European Union, “Council and
Parliament strike a deal on rules to phase out Russian
gas imports for an energy secure and independent
Europe,” Press release, 3 December 2025.
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The REPowerEU has not yet yielded its desired
results and has been hindered by political
divisions. Several member states continue to
import Russian energy through sanctions
exemptions, via third parties, or by using
Russia’s shadow fleet. Furthermore,
financing these initiatives has been a
persistent challenge. European indus-
tries depend on stable, affordable
energy prices to compete globally,
while high costs risk undermining
their position. The EU remains the largest
buyer of Russian LNG and pipeline gas,
accounting for 49% of Russia’s total LNG
exports and 34% of pipeline gas in 2025.*¢ The
five largest EU importers of Russian fossil fuels
are Hungary, Slovakia, France, Belgium, and
Spain.'” While the RePowerEU roadmap aims
to stop funding Russia’s energy market, the EU
spent €23 bn on Russian fossil fuels in 2024.118

The European Commission released an initial
draft of a roadmap for phasing out imports of
Russian pipeline gas and liquefied natural gas
in the summer of 2025. The proposal outlined
discontinuing short-term contracts of less than
one year by 2026, followed by the termination
of long-term agreements by January 2028.
The roadmap, however, includes an article
suggesting that the ban could be temporarily
lifted in the event of a market emergency,
raising concerns about the plan’s viability.'*°
Madrid disputed the roadmap due
to Spain’s long-term contracts with
Russian LNG exporters. LNG can also
be an issue for France and Belgium,
which together with Spain accounted
for 87% of Europe’s Russian LNG
imports; however, it is unclear how
much remains in these countries.™?°

There are also concerns over potential new
dependencies and divisions which could

16petras Katinas and Vaibhav Raghunandan, “October
2025 — Monthly analysis of Russian fossil fuel exports
and sanctions,” Centre for Research on Energy and
Clean Air (CREA), 13 November 2025.

7Vaibhav Raghunandan and Petras Katinas, “November
2025 — Monthly analysis of Russian fossil fuel exports
and sanctions,” CREA, 11 December 2025.

8Tessa Walther, “Why the EU’s push to cut Russian
energy ties is so difficult,” Deutsche Welle, 5 July 2025.

119Aura Sabadus, “Europe Finally Moves to Ban Russian
Gas but Potential Loopholes Remain,” Atlantic Council,
31 October 2025.

120|saac Levi, “Presentation: Russian LNG exports to the
EU: Implications for the US LNG market,” CREA, 24
April 2025.

sabotage the EU’s ambitions. While the EU is
investing in its energy transition, it has also
increased its reliance on the US for LNG. There
are concerns over the reliability of this
partnership and questions about how the EU’s

While the EU is investing in its energy

transition, it has also increased its reliance
on the US for LNG

climate goals align with it. In October 2025,
the US, supported by Qatar, urged the EU to
scale back or repeal its corporate sustainability
due diligence directive, arguing that the rules
threaten LNG imports and European economic
stability. 2! The directive would require gas
exporters to demonstrate respect for human
rights and to reduce emissions, or face
penalties. The US and Qatar warn that these
requirements could deter investment, harm
employment, and disrupt trade, while stressing
that LNG will remain a vital part of the EU’s
energy mix for decades. Qatar has also
threatened to cut its LNG supplies to the EU.??
The US’s hostility towards the climate agenda
undermines the EU’s energy sector plans, and
greater energy dependence on the US entails
additional risks. As some EU countries have
expressed interest in rebuilding energy ties
with Russia, the US-mediated peace agreement
between Russia and Ukraine might encourage

A central vulnerability of the REPowerEU
strategy lies in the potential misalignment
between the pace of renewable energy

deployment and the modernisation of
infrastructure

such decisions and pressure the EU to abandon
its climate goals. Environmental experts have
already warned that the EU-US trade deal to
buy US fossil fuels and nuclear energy is
incompatible with the EU’s 2030 climate
targets.?

1210liver Milman, “US-EU Climate Rules Could Reshape
LNG Gas Trade,” The Guardian, 22 October 2025.

122Kate Abnett, “Qatar Threatened to Cut EU LNG
Supplies over Sustainability Law, Letter Shows,”
Reuters, 26 July 2025.

123 Alberto Vela, “EU-US Trade Deal Risks Derailing
Europe’s Decarbonisation Efforts,” European
Environmental Bureau, 29 July 2025.
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The Nordic-Baltic region has a low risk of

A central vulnerability of the REPowerEU
strategy lies in the potential misalighment
between the pace of renewable energy
deployment and the modernisation of energy
infrastructure. If these reforms fail to advance
rapidly enough, the EU will remain highly
exposed to volatility in global LNG markets,
where price fluctuations and supply con-
straints are driven by international
competition. Under such conditions, Russian
energy could reemerge as an economically
attractive option for certain member states,
framed as a response to immediate energy
security needs. This underscores the fragility
of Europe’s diversification efforts and
highlights the importance of accelerating the
integration of renewables and ensuring
equitable burden-sharing across the Union.

4.2. RISK OF RETURNING TO
BUSINESS AS USUAL

The potential for the European Union’s efforts
to successfully phase out Russian energy
varies across EU member states, while the
likelihood of a return to BaU depends on
several factors. One major trend is the rise of
far-right parties, which often oppose clean
energy policies and can express Moscow-
sympathetic views. The existing infrastructure
and longstanding economic ties can also make
a return to Russian supplies seem appealing.
Other key variables are the degree of energy
independence and the approach to
renewables. Countries with more diversified
energy sources and wider domestic or
alternative supply options generally appear
less likely to revert to Russian imports and,
therefore, are more resilient in times of crisis.

returning to BaU with Russia

4.2.1. THE BALTIC STATES AND FINLAND

The Nordic-Baltic region has a low risk of
returning to BaU with Russia.'?* In early 2025,
Lithuania, Latvia, and Estonia synchronised
their electricity grids with continental

124Table 1 summarises risks and assigns risk levels
to each EU member state, depending on their
acceptance of Russia’s potential return to their energy
markets.

Europe via the LitPol Link between Poland
and Lithuania, fully disconnecting from the
Russia-controlled inverter power supply
and uninterruptible power supply (IPS/UPS)
system. This aligned their power networks with
European standards and marked a major step
toward energy independence. The Baltic states
have adopted effective measures in this regard.
Lithuania launched, in 2014, an LNG terminal
using a floating storage and regasification
vessel, creating an alternative to Russian gas.
Together with Latvia’s In¢ukalns gas storage
and new or upgraded gas interconnectors
linking the Baltic states with Finland and
Poland, this infrastructure enabled Estonia,
Latvia, and Lithuania to stop importing Russian
gas in April 2022. In October 2023, Lithuania
further strengthened this policy by banning
the import, transhipment, and distribution of
Russian LNG.!* The Baltics continue investing
in the path towards energy independence. The
main challenge is strengthening the protection
of power generation infrastructure facing
threats of sabotage and, in the event of war,
military attacks from Russia. Strengthening
the resilience of the power grid, including
decentralised microgrids, and scaled-up
renewables is crucial for Baltic energy security,
as more dispersed energy sources are more
challenging to disable than centralised power
plants. 12

Despite the low risk of returning to BaU
and political consensus among mainstream
parties, there is internal opposition to cutting
ties with Russia. In Lithuania, the Social
Democratic Party (Lietuvos socialdemokraty
partija, LSDP) formed a coalition with the
Dawn of Nemunas Party (Politiné partija
Nemuno Ausra, PPNA), which has strong pro-
Kremlin and anti-European views.
Another member of the coalition,
Electoral Action of Poles in Lithuania-
Christian Families Alliance (Lietuvos
lenky rinkimy akcija — Kriks¢ionisky
Seimy sgjunga, LLRA—KSS), is one of the most
pro-Russian political forces in Lithuania.'¥’

125)Joanna Hyndle-Hussein, “Baltic de-risking: the Baltic
states sever energy ties with Russia,” Centre for
Eastern Studies (OSW), 15 April 2025.

126Ewa Lazarczyk Carlson and Chloé Le Coq, “Baltic States
Energy Independence,” Policy Brief, Free Network, 3
March 2025.

127 Anton Filippov, “Hungary Blocks EU Statement on
Russian Gas Imports,” Eurointegration, 22 August
2025.
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A common stance among parties sympathetic

to the

In Latvia, the right-wing populist Latvia First
party (Latvija pirmaja vietd, LPV) is considered
to have pro-Russian views and support buying
Russian gas. The next parliamentary elections
will be held in 2026, but a November 2025
poll showed the current opposition party to
be the top choice among Latvian voters.'?®
Estonia has seen similar trends, with the right-
wing populist Conservative People’s Party of
Estonia (Eesti Konservatiivne Rahvaerakond,
EKRE) expressing concern about energy prices
following disconnection from the Russian
power grid. A common stance among parties
sympathetic to the Kremlin is their opposition
to renewable energy.

Kremlin is their opposition to

renewable energy

Finland also ranks low in terms of the risk of
returning to BaU with Russia. Similar to the
Baltics, Finland generally supports energy
independence and has taken steps to diversify
its energy supply and prioritise renewable
energy sources. Oil imports from Russia
accounted for 19% of Finland’s energy use in
2019; oil is now imported from Norway, the
UK, and the US, while natural gas (5% of the
energy mix) is supplied as LNG, mainly from
the US and Norway.’”® Helsinki has
also commissioned a new floating
LNG terminal. However, there are
concerns over nuclear fuel supply. One
of the nuclear operators, Fortum, has
been attempting to replace Russian uranium
supplies for the past three years but has
not yet succeeded.® It has turned towards
US nuclear fuel to replace its dependence
on Russian supply, which, however, raises
guestions about US reliability under the Trump
administration.

4.2.2. FRANCE AND GERMANY

Germany has  historically been heavily
dependent on Russian energy through its

1284po||: Latvia First Is First in Latvia,” LSM, 15 November
2025.

12%Hassan Butt, “Finland’s Gasgrid Says 50% of LNG
Capacity Booked at Inkoo Terminal for 2025,” S&P
Global, 2 September 2024.

30| jsa Louis, “How Finland’s Nuclear Power Ambitions

Aim to Wean the Country off Russian Energy,”
Deutsche Welle, 11 December 2025.

Ostpolitik policy, which ignored the geopolitical
risks associated with cheap Russian gas. Due
to strong historical ties, Russia used to be
Germany’s primary energy supplier. Despite
the ongoing war in Ukraine, pressure from
industrial sectors continues, and there is
some political appetite for returning to BaU.
Some figures in the Christian Democratic
Union (Christlich Demokratische Union, CDU)
expressed readiness to reconsider purchasing
Russian gas if 'just and secure' peace is
achieved in Ukraine (see Chapter 8).13
Furthermore, there have been discussions
about reviving the Nord Stream 2 project.
Saxony-Anhalt’s Minister of Economy (CDU)
expressed hope of resuming trade if
relations were normalised at some
point.’® There are conflicting views
amongst the CDU members, as the
potential rehabilitation of Nord
Stream 2 has been condemned by the
current CDU leader and Germany’s chancellor,
Friedrich Merz.**® However, Merz has also
insisted that Berlin should prioritise economic
growth and industry over environmental
policy.’* There is a strong lobbying pressure
by several companies, especially in eastern
Germany. Their reasoning rests on cheaper
energy prices and the hopes of a peace deal
under President Trump, which could reopen
the door for Russian gas. 1%

Germany is pivoting its energy system

towards green energy

On the other hand, Germany is also pivoting
its energy system towards green energy. Berlin
has reduced its reliance on Russian oil and
gas, in line with EU policy, by prioritising a
transition to renewables as part of its “Easter
Package.”**® This shift aims to meet climate

181“CpU Politicians Consider Future Gas Imports from
Russia”, The Munich Eye, 20 March 2025.

32Marilen Martin, Anna Shiryaevskaya, and Priscila
Azevedo Rocha, “German Industry Begins Calling
For Return to Russian Gas,” Bloomberg via Energy
Connects, 28 February 2025.

33Arthur Sullivan, “Nord Stream: Could Germany return
to Russian gas imports?,” Deutsche Welle, 26 May
2025.

134“German Chancellor Stresses Economic Priorities Amid
Security Concerns Over Russia,” The Munich Eye, 13
December 2025.

135 Artur Kryzhnyi, “Hungary Blocks EU Gas Statement,”
Ukrainska Pravda, 28 February 2025.

3¢|nternational Energy Agency, Germany 2025: Energy
Policy Review (IEA, 2025).
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goals and reduce security risks. Yet, on the
other hand, while significant progress has
been made in expanding renewable energy,
particularly wind and solar power, the
Russia-Ukraine war has disrupted natural gas
imports. This has not only prompted short-
term measures, including the reactivation
of coal-fired power plants, but has also
underscored the urgency of accelerating
renewable energy adoption and developing
robust energy storage solutions. The crisis has
spurred investment in renewables and
efficiency measures, while prompting
Germany to seek new international
energy  partnerships, such as
strengthening ties with China on solar
technology and exploring hydrogen
collaborations with African nations.**” In 2025,
Germany sourced approximately 56% of its
electricity from renewables. Furthermore,
Berlin has ambitions in the hydrogen industry,
aiming to decarbonise industry and mobility
using green hydrogen and to secure energy
supply. Meanwhile, German consumers
face some of the highest electricity prices in
Europe, which, again, can make Russian gas
an attractive alternative. This ranks Germany
as ‘medium-to-high risk’ of returning to BAU
with Russia (see Table 1).

France remains dependent on Russian
gas imports and struggles to balance its
energy policy. It is one of Europe’s leaders in
decarbonisation, having achieved 95% share
of low-emission energy in 2024. Meanwhile,
France has questioned the EU’s plan to ban
Russian energy by 2028, and has
become the primary entry point for
Russian LNG to Europe.!*® France has
advanced LNG infrastructure and
increased its Russian LNG imports
by 81% in 2024, despite indicating
support for reducing them. French politicians
have justified the continued imports by
suggesting they were avoiding endangering
European energy security and were gradually
searching for alternatives. French energy
company TotalEnergies holds a 20% stake in

13’Hans-Peter Beck, Zhengmeng Hou, Qichen Wang, et
al., “The German Energy Transition after the Russia-
Ukraine War — Challenges and Opportunities,” Carbon
Neutral Systems, Vol. 1 (2025).

138“AFP: Francja gtéwnym odbiorcg rosyjskiego LNG w
Europie [France has become the main transshipment
hub for Russian LNG in Europe],” PAP via Gospodarka
Morska, 18 February 2025.

the Yamal LNG project, operating a Russian-
owned liquefaction plant, and has a long-
term contract until 2032 with a mandate to
purchase at least 4 mn tonnes of LNG each
year.'*

There have been concerns about buying
LNG, regasifying it into the French grid, and
reselling it, which makes Russian gas difficult
to track.® The ports of Belgium, France, and
Spain receive shipments from Russian LNG

Imports that are officially sourced from other
EU countries but may contain Russian gas

have created an LNG loophole

tankers, yet the energy ministers of these
countries insist that most of the gas is piped
to other EU countries.’* Imports that are
officially sourced from other EU countries but
may contain Russian gas have created an LNG
loophole. Despite measures to prevent re-
exporting Russian LNG from EU territory, the
overall ban on LNG imports is set to take effect
in 2027, which risks further controversy.

4.2.3. HUNGARY AND SLOVAKIA

Hungary and Slovakia are the two largest
buyers of Russian fossil fuels, posing notable
challenges to the EU’s efforts to achieve
energy independence. Since Russia’s full-scale
invasion of Ukraine in February 2022, their
combined oil imports alone are estimated to
have generated nearly $6 bn in tax revenues

Hungary and Slovakia remain among the
most resistant member states to the EU’s

energy diversification agenda

for Moscow, directly contributing to Russia’s
war in Ukraine.' Hungary and Slovakia
remain among the most resistant member

139Victor Jack, “France Talks Tough on Ukraine While
Gobbling Up More Russian Gas,” Politico, 11 April
2025.

140 Walther, “Why the EU’s Push to Cut Russian Energy
Ties Is So Difficult.”

141Alice Hancock and Shotaro Tani, “Germany Faces
Tough Choices on Russian Gas and Energy Security,”
The Financial Times, 28 January 2025.

142 Aura Sabadus, “Hungary Has Alternative Energy
Options but Chooses to Rely on Russia,” Ukraine Alert,
Atlantic Council, 2 September 2025.
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states to the EU’s energy diversification
agenda, relying heavily on Russian oil and gas,
which is facilitated by pipeline infrastructure
such as the Druzhba network, and have voiced
opposition to sanctions that would disrupt
these flows. The two states have also expressed
concern over Ukraine’s targeting the Druzhba
pipeline, calling it an attack on their energy
security.® The risk of BaU is high for these
nations due to political efforts to maintain or
restore reliance on Russian energy, suggesting
alignment with the Kremlin’s energy strategy.
Their decision to position itself as a regional
hub for Russian gas severely weakens the EU’s
diversification efforts and reinforces long-term
risks of political leverage by the Kremlin.

Hungary has been seeking exemptions and
threatening to veto EU sanctions since 2022.
In 2025, Prime Minister Viktor Orban was
granted an exemption from US sanctions
on two Russian energy companies, allowing
Russian gas to be delivered via the TurkStream
pipeline and oil via the Druzbha pipeline.'*
These exemptions also enable Hungary and
Slovakia to re-export petroleum products
derived from Russian crude to other countries,
such as Czechia, thereby prolonging Russian
oil imports and providing the Kremlin
with revenue through indirect channels.!*
These Moscow-friendly governments also
opposed the EU’s plan to end Russian gas
imports by 2027 and announced they would
initiate annulment proceedings against the
REPowerEU regulation before the European
Court of Justice, concerned about sharp
price increases and the need to secure their
energy supplies.’*® Both countries argue that
affordability is the main reason for maintaining
reliance on Russian energy. Yet the European
Commission published data indicate that
natural gas prices for end consumers are the

143 Aura Sabadus, “Hungary Howls as Ukraine Strikes Key
Pipeline,” Europe’s Edge, Center for European Policy
Analysis (CEPA), 19 August 2025.

144Gavin Blackburn, “Hungary to Mount Court Challenge
to EU’s Planned Phase-Out of Russian Energy, Orban
Says,” Euronews, 14 November 2025.

451saac Levi, Luke Wickenden, Martin Vladimirov, and
Tsvetomir Nikolov, The Last Mile: Phasing Out Russian
Oil and Gas in Central Europe (CREA, Center for the
Study of Democracy, 2025).

¥8“Hungary and Slovakia to Initiate Annulment of
REPowerEU Regulation,” Hungary Today, 8 December
2025.

highest in the EU in Hungary and Slovakia.'¥
The deepening of economic and political
ties between the two member states and
Russia remains a hurdle to Europe’s energy
independence goals.

4.2.4. LOOPHOLES AND THEIR
BENEFICIARIES

Austria has a long history of dependence on
Russian energy. It was one of the few countries
still reliant on Russian energy in 2024, with a
deal between Gazprom and Austrian energy
company OMV in force until 2040. In late
2024, Gazprom halted gas supplies to Austria,
and OMV terminated its contract. Wien
Energy announced that it would move away
from Russian gas in 2025 but would continue
purchasing through the Central European Gas
Hub, with confirmation that the gas does not
come from Russia.

Belgium, too, continues to import Russian
gas. Belgian company Fluxys provides LNG
storage and transhipment capacity to Yamal
LNG.*8 Belgium has lobbied against targeting
transhipment services, thereby opposing the
EU’s initiative to stop Russian gas tankers from
using Belgian ports to deliver non-Russian
gas around the world, and to tackle the LNG
loophole.’ Similarly, the Netherlands have a
long-term contract between the French energy
group TotalEnergies and a Russian supplier,
whereas the government cannot terminate
agreements between private companies.!*®

Energy company Resman AS, based in Norway,
has an office in Russia and shows no indication
that it has severed ties with the country. In
2025, however, Resman was acquired by SLB,
which also maintains a presence in Russia and
has no plans to exit despite US sanctions.?!

7“Natural gas price statistics,” Statistical Themes,
Environment and Energy, Energy, Eurostat, last
updated in October 2025.

148Ben Munster, “EU targets Russian LNG carriers still
using European ports,” Politico, 4 December 2025.

“Munster, “EU targets Russian LNG carriers.”

150“Dytch government unable to legally stop import of
Russian gas,” NL Times, 23 February 2024.

1David Kirichenko, “Houston Oil Giant SLB Still Enabling
Russian Qil Production Despite U.S. Sanctions,” Forbes,
13 November 2025.
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Country  Risk level

Hungary
Slovakia
. Medium-
Austria high
Bulgaria
Germany
Greece Medium-
high
Belgium Medium
France Medium

Characteristics

Heavily reliant on Russian gas and structurally dependent on Russian energy.
Can be classified as a case of malignant connectivity.

High political will to continue energy dependence on Russia.

Exemptions from sanctions.

MOL expected to be among the candidates to take control over Lukoil operations
in Serbia.

Reliant on Hungary’s infrastructure and gas imports.
Exposed to Russian supply.

Can be classified as a case of malignant connectivity.
Took steps to diversify supplies.

Dependent on Russian gas.

Increases gas imports from Russia.

Political will to sustain relations with Russia.

4™ largest importer of Russian oil and gas.

Politically aligned with EU values.

Expressed readiness to revisit the EU ban on Russian energy imports after a
possible peace deal due to energy demand, price, and infrastructure.
Long-term contracts with Gazprom halted.

Continued to receive Russian gas via the spot market.

80% of demand in 2024 covered by Russian pipeline gas.

Ceased direct Russian gas imports in 2025.

Could be buying Russian gas indirectly via the TurkStream pipeline.

Among the most carbon-intensive economies in the EU.

Higher affordability risks, exposure to carbon pricing, and reliance on imported
fossil fuels.

Currently, the only transit hub for Russian gas entering the EU via the TurkStream
pipeline that continues towards Serbia and Hungary.

Closely monitored due to possible pressure from Hungary and Slovakia.

Put Russia’s Lukoil company under trusteeship to avoid sanctions.

Elections in April 2026 may bring pro-Russia populists into government.

Reduced its reliance on Russian oil and gas.

Invests in green energy technologies.

Strong lobbying from businesses.

Political sentiment for returning to Russian energy and fossil fuels to mitigate
high prices and boost industry.

Strong historical ties and reliance on Russian energy.

One of the last EU countries importing Russian gas under long-term contracts.
Does not seek exemption from the targets of phasing out Russian energy.

Not yet clear which steps Metlen will take to suspend its contract with Gazprom
in 2027.

Has a contract with US LNG supply starting in 2030 to replace Russian sources.
83% of the total energy supply comes from fossil fuels.

The third-largest Russian LNG importer in the EU.
A significant rise in Russian LNG imports in 2025 despite the sanctions.>?
Facilitates large volumes of Russian LNG imports.

Dependent on Russian gas imports.

Challenged by balancing its energy policy.

One of Europe’s leaders in decarbonisation, with 95% share of low-emission
energy.

Less reliant on imported fossil fuels.

1521n December 2025, Russian gas imports reportedly rose by more than two-thirds compared to previous years.
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Italy

Spain

Medium-
low

The populist Five Star Movement (Movimento 5 Stelle, M5S) pushes to reopen
Russian gas flows; the Democratic Party (Partito Democratico, PD) not ruling it
out.

Together with Belgium, opposes the plan to release Russian frozen assets.
Supported phasing out Russian gas, and its LNG infrastructure supports this
measure.

May be receiving Russian gas indirectly.

One of the top importers of Russian fossil fuels in Europe.
Re-exports Russian gas to other EU markets.

Historically low dependence on Russian gas.

A broad portfolio of LNG imports.

Benefits from diversified energy systems.

Growing investments in renewable energy mitigate the risk.

The
Netherlands

Medium-
low

Diversified energy sources.

Most of its gas and oil comes from the US.

Aims for energy independence from Russia and transition to renewables.
Worried about its energy supplies and energy prices.

Continued to re-export Russian LNG in 2025.

Malta

Low-
medium

No domestic resource of fossil fuels.

Heavily dependent on imported energy.

Not dependent on Russian gas.

Makes progress towards renewables.

Blocked the EU’s sanctions over a price cap on Russian energy due to concerns
over its impact on the shipping sector, despite agreeing on the measure
politically.

Romania

Low-
medium

Covers 84% of its gas demand domestically.

A relatively high degree of energy independence.

Transition to renewable energy is a challenge.

The government approved a decree enabling it to take control of Lukoil’s
operations under the US sanctions (December 2025).

The President stresses the commitment to sanctions against Russia.

Croatia

Low

Had an exemption on Russian-origin vacuum gas and oil until the end of 2025.
Rejected Russian vacuum gas and oil cargo after US sanctions in November 2025.
65% of the gas imported via Croatia’s LNG terminal, sourced from the US; the
rest from Qatar or Africa.

Invested in LNG infrastructure.

Can become a regional energy hub.

The Republic
of Cyprus

Low

No direct energy imports from Russia.
The main challenge is to reduce its dependence on imported fossil fuels.

Czechia

Low

Historically reliant on Russian gas.

Diversified its imports.

Reduced its dependence on a single supplier.

Phased out Russian gas and oil.

Increased pipeline imports from Norway.

The new governing coalition, led by and made of parties friendly to Russia,
opposes enhancing support to Ukraine.

Denmark

Low

Strong renewable energy sector.
Investments in green hydrogen and grid flexibility.
Practical steps towards energy independence.

Estonia

Low

Diversified import portfolios.

Low reliance on fossil fuel imports from authoritarian regimes.
Strong political will for energy independence.

Risks from the populist right-wing political groups.
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Finland Low

Almost eliminated Russian oil and gas imports.

Domestic production of key raw materials reduced exposure to China- and
Russia-controlled supply chains for low-carbon technologies.

Strong political will to end energy dependence on Russia.

Ireland Low
Reliant on fossil fuels.

Politically aligned with the EU.
Seeks to ban Russian gas.

Latvia Low

Strong political will for energy independence.
Some risks from right-wing political groups.

Lithuania Low independence.

Strong political will for and practical measures to strengthen energy

Some risks stem from right-wing political groups.

Poland Low

One of the main countries to urge the EU to end Russian oil imports by 2026.
Despite historical energy dependency, phased out Russian oil.

Risks from reliance on fossil fuels.

Moves towards renewables and nuclear.

Portugal Low

Was urged to make additional efforts to reduce its dependence on Russian LNG
by the European Commission.

Continues to import small amounts of Russian energy.

Diversifies its energy sources, including via LNG from the US and Nigeria.

Slovenia Low

No direct supply contracts with Russia.
Gets most of its gas via Austria.
Diversified its energy sources.

Sweden Low

Diversified import portfolios.
Low reliance on fossil fuel imports from authoritarian regimes.
Strong political will for energy independence.

Table 1. Risk assessment of each EU member state. Source: The Author.

CONCLUSION

The EU’s commitment to achieving energy
independence marks a structural shift away
from previous policies. It formalises the
strategy of permanently decoupling from
Russian energy through the REPowerEU
initiative, aiming to phase out all Russian fossil
fuel imports by 2027 or 2028. This ambitious
roadmap centres on diversifying supply and
scaling up renewables.

However, the EU remains the largest buyer
of Russian LNG and pipeline gas. The process
towards the EU’s energy independence has
been impeded by a slowing political
momentum, stemming from internal
political divisions and concerns over
energy prices, often exploited by
Moscow-friendly politicians. While
some member states have advanced LNG
facilities that can help diversify sources, the
EU’s overall goal is to move away from fossil
fuels. Thisrequiresinvestmentininfrastructure
and generating capacity to cover the region’s
energy demand from renewable sources.

The EU has sought alternative suppliers
and partners, such as the US and Qatar,
aiming to diversify from Russian energy. This
transition can cause new dependencies and
vulnerabilities, as these countries do not share
the EU’s green energy goals. Furthermore,
amid US peace efforts in Ukraine, businesses
in Europe are open to discussing the possibility
of rehabilitating Russia as an energy partner.
The viability of a full ban on Russian energy
sources is also undermined by a key provision
in the proposed roadmap: it suggests the
measure could be temporarily lifted in the
event of a market emergency, creating further
loopholes.

The risk of returning to BaU is unevenly

distributed across the bloc

The risk of returning to BaU is unevenly
distributed across the bloc. This exposure
stems from historical ties, business interests,
and political will. While states in the Nordic-
Baltic region, such as Lithuania, Latvia, Estonia,
and Finland, have effectively decoupled
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through infrastructure investments and
political consensus, thus now facing only a low
risk of returning to BaU, other member states
present a high risk. Hungary and Slovakia, in
particular, remain highly reliant on existing
infrastructure and pipeline imports (e.g.,
Druzhba and TurkStream) and actively seek
exemptions, with a strong political will to
continue utilising Russian fossil fuels. Hungary
and Slovakia can be classified as cases of
malignant connectivity, whereby legacy
interconnections and import routes, combined
with political considerations, perpetuate
dependence on a hostile power.

Meanwhile, major economies like Germany
face internal lobbying pressure from industrial
sectors seeking cheaper Russian gas, despite
the nation’s rapid transition to green energy.
France falls into the medium-risk category due
to its strong LNG infrastructure and large LNG
imports. Several EU countries have maintained
ambiguous business ties with Russia, which
exploit loopholes and further expose the
EU’s ambitious energy independence and
geopolitical goals to unnecessary risks.
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5. A BALTIC
ACHILLES HEEL?

Henrik Praks

Modern societies and economies are heavily
dependent on a dense web of pipelines,
electricity interconnectors, and data cables
that lie beneath the seabed, enabling energy
supply, digital communications, and cross-
border financial transactions. Yet, despite its
critical importance, most of the world’s seabed
infrastructure remains lightly protected and
poorly monitored, leaving it vulnerable not
only to accidents but also to intentional
disruption and coercion. The Baltic Sea is a
prime example of this challenge: a region
where geography, geopolitics, and commerce
converge to make undersea infrastructure
both indispensable and exposed.

5.1. GEOGRAPHY AND
GEOPOLITICS

The Baltic Sea is a geographically unique
maritime space. It is a relatively small,
enclosed (covering approximately 392 000
square kilometres), and shallow inland sea,
with an average depth of around 55 m.!*3
Although these physical characteristics
facilitate the laying of pipelines, power cables,
and fibre-optic lines on the seabed, they also
expose infrastructure to interference, whether
accidental or deliberate.

Geopolitically, the Baltic Sea washes the
shores of eight EU and NATO member states,
as well as Russia. Finland and Sweden’s
accession to NATO gave the region the
‘NATO lake’ label.*** While their membership
significantly strengthens NATO’s collective
defence, improves  intelligence-sharing,
and enables more coherent maritime and
air surveillance across the entire basin, it
should not obscure persistent vulnerabilities.
Russia retains significant military and hybrid
warfare capabilities in the region and has
strong incentives to challenge NATO cohesion
through ambiguous, deniable actions below

1534The Baltic Sea in Numbers,” Nature and How It
Changes, MarineFinland.fi, accessed on 19 December
2025.

1%4Stew Magnuson, “NATO Summit News: Baltic Sea Now
Called a ‘NATO Lake’)” National Defense, 10 July 2024.

the threshold of armed conflict. Hence, the
Baltic Sea remains a contested space rather
than a secure one. Moreover, since Russia’s
full-scale invasion of Ukraine in 2022, the
region has become an area of heightened
strategic tension.

The Baltic Sea functions as the backbone of
the Nordic—Baltic region, providing essential
energy, data, and transport links, especially
for Finland and the three Baltic states, whose
geographic position makes them particularly
dependent on maritime connections. Russia’s
invasion of Ukraine has acted as a powerful
catalyst for deeper and more structured
cooperation among the Nordic—Baltic states
and the wider Baltic Sea region, spanning
defence, energy, infrastructure protection,
and hybrid threat response. A notable
improvement has been the formalisation
of cooperation on critical infrastructure
protection: in May 2025, the Baltic Sea states
signed a memorandum of understanding
focused on information exchange, shared risk
assessments, and joint initiatives to secure
undersea assets.™*

5.2. MARITIME TRAFFIC AND THE
SHADOW FLEET

The Baltic Sea is one of Europe’s most
important maritime trade corridors. At any
given time, approximately 2 000 vessels
traverse its basin.’*® The Baltic route has long
played a central role in Russia’s export system
and remains strategically important for trade,
particularly in the context of the war against
Ukraine. A major traffic corridor leads to
Russian ports of Primorsk, Ust-Luga, and St
Petersburg at the eastern end of the Gulf of
Finland, passing through a six-nautical-mile-
wide corridor in the exclusive economic zones
(EEZs) of Finland and Estonia.

A substantial share of Russia’s energy exports
has traditionally moved through the Baltic
Sea. Since the full-scale invasion of Ukraine,
the Baltic has remained a key export corridor,
particularly for crude oil and oil products

155“Foreign Ministers Gather in Estonia for CBSS
Ministerial Session 2025 to Address Regional Security,”
Council of the Baltic Sea States, 16 May 2025.

1%64\/essel traffic situation,” Finnish Shipowners’
Association, accessed on 19 December 2025.
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bound for non-EU destinations. Around
50-60% of Russia’s seaborne oil exports are
estimated to transit through the Baltic Sea,
underscoring its economic importance to the
Kremlin’s money flows.*>”

link the Baltic states and Finland to Nordic
and continental European energy markets,
enabling the region to end its dependence
on Russian energy. High-capacity fibre-optic
cables connect Finland, Sweden, the Baltic

AICERUEIRIUILS G NS NELC I FVen g Single asset disruption can have

G7 sanctions, much of Russia’s oil
exports depend on the shadow fleet
— older tankers sailing under flags
of convenience, with opaque ownership
structures and limited transparency.'®® These
vessels are often poorly maintained and lack
adequate insurance coverage, posing risks to
the environment and maritime safety. They
also threaten regional security as they can
serve as platforms for intelligence collection,

cascading effects

states, Poland, and Germany. These systems
support energy markets, power grid stability,
digital connectivity, military communications,
and financial transactions.

Even a single asset disruption can have
cascading effects. Damage to a power cable
can spike electricity prices across

Shadow fleet ships can'serve as platiorms for B IR R I

intelligence collection, drone launches,

or sabotage of undersea infrastructure

drone launches, or sabotage of undersea
infrastructure. Their presence complicates
coastal states’ monitoring and enforcement
effortsandincreasesthe potential for accidents
or deliberate misuse in sensitive areas.

Beyond energy trade, the Baltic Sea is also
central to Russian exports of coal, fertilisers,
metals, and other bulk commodities. Moscow
thus has a strong economic incentive to keep
Baltic export routes open and functioning,
as it allows it to sustain export revenues
despite sanctions. This helps explain Russia’s
heightened sensitivity to developments in
the Baltic Sea and its interest in testing the
security environment through hybrid means.

5.3. UNDERSEA CRITICAL
INFRASTRUCTURE

The Baltic Sea is covered with a dense network
of critical submarine infrastructure. Subsea
power cables (EstLink 1 and 2, NordBalt), the
Balticconnector gas pipeline, and LNG-related
infrastructure at Klaipéda, Paldiski, and Inkoo

157“Ways to Reduce Russia’s Revenues from Seaborne
Crude Oil and Petroleum Products Exports. Part 2,”
Black Sea News, 31 December 2024.

*8|n November 2025, the share of Russian crude oil
transported by sanctioned tankers rose to 65%. See:
Raghunandan and Katinas, “November 2025.”

along the data cables can disrupt
cloud services, banking systems, and
government communications far
beyond the immediate area.

For Estonia and the other Baltic states, the
risks are especially acute. Their electricity,
gas, and data connections to the rest of
Europe run primarily along the Baltic seabed,
creating a greater dependence on undersea
infrastructure than for countries on the
western shore of the Baltic Sea. Disruptions,
therefore, pose a greater risk to the continuity
of essential services and economic stability in
the Baltic states compared to their neighbours.

This combination of high strategic value
and physical vulnerability makes undersea
infrastructure particularly attractive for hybrid
operations. Damage can impose tangible
economic and political costs while allowing
perpetrators to claim plausible deniability.
Incidents can be framed as accidents and
technical failures, or blamed on the negligence
of civilian ship crews. This ambiguity allows
hostile actors to apply pressure and shape the
security environment while remaining below
the legal and political threshold of an armed
attack, thereby impeding collective defence
under NATQ's Article 5.%%°

Targeting of critical infrastructure, including
undersea assets, is a known element of both

159 Aurel Sari, Protecting maritime infrastructure from
hybrid threats: legal options (Hybrid CoE, March
2025).
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Russian and Chinese strategic behaviour.
Numerous cases demonstrate Russia’s
operational interest in monitoring, mapping,
and, if necessary, disrupting the underwater
infrastructure of European states. The Main
Directorate for Deep-Sea Research (GUGI) of
the Russian Ministry of Defence plays a central
role in Russia’s undersea warfare and seabed
operations. This highly secretive organisation
is responsible for deep-sea activities,
specifically sabotage operations in the
underwater domain.*®°

5.4. PATTERN OF DISRUPTIONS

Since 2022, a clear and concerning pattern
of incidents has emerged. Over the last few
years, at least six major cases of damage to
pipelines or submarine cables have occurred
in the Baltic Sea.

In September 2022, the Nord Stream 1 and
Nord Stream 2 (NS/NS2) gas pipelines were
struck by underwater explosions near the
Danish island of Bornholm in the southern
Baltic Sea. Three of the four pipeline strings
were rendered unusable almost instantly by
a deliberate act of sabotage. The incident
demonstrated that a sophisticated actor was
willing and able to destroy major energy
infrastructure amid an unfolding security crisis
in Europe.

Since October 2023, five incidents have
occurred in the Baltic Sea, all involving
disruptions to critical undersea infrastructure,
whereby commercial vessels dragged their
anchors across the seabed for extended
distances en route to or from Russian ports.

In October 2023, the Balticconnector gas
pipeline between Finland and Estonia,
along with three data cables, was damaged
in the Gulf of Finland by NewNew Polar
Bear, a Hong Kong-flagged container vessel.
Criminal proceedings were initiated in Hong
Kong against the ship’s captain, yet focused
on seamanship, anchoring practices, and

1%0Sidharth Kaushal, “Stalking the Seabed: How Russia
Targets Critical Undersea Infrastructure,” RUSI, 25 May
2023.

compliance with navigation rules rather than
on intent to damage critical infrastructure.®!

In November 2024, Yi Peng 3, a Chinese-
flagged bulk carrier, was suspected of damage
to two undersea telecommunications cables.
Swedish prosecutors later concluded that it
was indeed an accident, so no charges were
pressed.!6?

On 25 December 2024, the EstLink 2 electricity
interconnector and four telecommunications
cables between Finland and Estonia were
damaged by the oil tanker Eagle S, a Cook
Islands-flagged ship widely attributed to
Russia’s shadow fleet.

In January 2025, two undersea telecommuni-
cations cables in the central Baltic were
damaged by yet another dragged anchor.
Swedish authorities ordered the seizure of
a suspected vessel, Vezhen. The Maltese-
flagged bulk carrier was soon released after
investigators concluded that the cable damage
was accidental rather than deliberate, most
likely caused by a combination of adverse
weather conditions, equipment failure, and
poor seamanship.1®®

Finally, on 31 December 2025, the undersea
telecommunications cable connecting Estonia
and Finland was damaged again. Cargo ship
Fitburg, sailing from St Petersburg towards
Israel, is suspected to have dragged its anchor
along the seabed. Finland intercepted and
seized the vessel and detained its crew;
authorities opened an investigation into
possible aggravated criminal damage and
interference with telecommunications.

5.5. THE EAGLE S CASE

The Eagle S case is particularly interesting
due to its practical and legal dimensions.
The tanker belonging to the shadow fleet
was transporting Russian oil. It dragged its

#1Charles Mok, “An Update to the Legal Proceedings
About the Balticconnector and EE-S1 Telecom Cable
Incident,” Substack, 9 December 2025.

162“S\wedish probe finds no conclusive evidence of
deliberate cable damage by Chinese ship,” Reuters, 15
April 2025.

1634Atal om kabelbrott mellan Sverige och Lettland

nedlagt [Prosecution of cable breach between Sweden
and Latvia dropped],” SVT Nyheter, 13 October 2025.
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anchor for around 100 km across the seabed
of the Gulf of Finland and damaged EstLink
2, alongside four telecommunications cables,
before being stopped by the Finnish Coast
Guard in Finland’s EEZ.

At the time of the incident, the Baltic

Under the flag-state principle of the UNCLOS,
enforcement of criminal responsibility lay with
the Cook Islands, not Finland. Compensation
claims were also rejected. The prosecutor
has appealed the ruling, so a final verdict is
currently pending.®®

The Eagle S case highlights the practical and
legal limitations of coastal state jurisdiction

states were only 45 days away from
disconnecting their electricity grids
from the Russian system and

over undersea infrastructure incidents in

synchronising with the CEN. The
EstLink 2 outage removed roughly 40%
of the Baltic states’ electricity import
capacity from the Nordic market. Had the tanker
with its anchor dragging behind continued for
another half hour, it could have reached EstLink
1, potentially cutting up to 60% of Nordic
electricity imports and possibly causing further
damage to the Balticconnector pipeline.?

EstLink 2 remained out of operation for nearly
six months, with repair costs exceeding
€50 mn. The outage inflicted heavy economic
losses not only on Estonia but also on Latvia
and Lithuania, due to higher electricity prices
and reduced access to cheaper Nordic hydro
and nuclear power.’®® The EstlLink 2 outage
demonstrates how a single interconnection
incident can inflate electricity prices across
the region.

The EstLink 2 outage demonstrates how a
single interconnection incident can inflate

electricity prices across the region

In contrast to the other cases of cable and
pipeline damage, Finnish authorities detained
Eagle S, launched a criminal investigation, and
charged the captain and two officers with

aggravated sabotage and  aggravated
interference with telecommunications.
Although  speculation  about  external

involvement persisted, no such charges were
brought. The defendants maintained that it
was an accident.

In October 2025, the Helsinki District Court
dismissed the case, ruling that Finland lacked
jurisdiction because the incident occurred
in its EEZ rather than its territorial waters.

%4 Alexander Lott, “Christmas Day Cable Cuts in the
Baltic Sea,” EJIL:Talk!, 31 December 2024; “Paper:
Finnish authorities prevented damage to EstLink 1,
Balticconnector,” ERR News, 28 December 2024.

5Tooming, “EstLink 2 outage.”

international waters

The Eagle S case highlights the practical and
legal limitations of coastal state jurisdiction
over undersea infrastructure incidents in
international waters. Coastal states have full
enforcementrightsinterritorial waters but only
very limited rights in the EEZ, primarily related
to resource exploitation and environmental
protection, not general criminal enforcement.
Even when a vessel is clearly identifiable and
the damage well documented, prosecuting
intentional sabotage or negligence outside
territorial waters is legally complex.®”

From a security perspective, the numerous
cases of disruptions to critical undersea
infrastructureinthe Baltic Sea have contributed
to a growing regional consensus that undersea
infrastructure is being systematically
exposed to greater risk. The inability
of coastal states to enforce law in their
respective EEZs, meanwhile, allows
actors to exploit this legal grey zone
for ambiguous, deniable operations
against critical infrastructure.

5.6. SECURITY IMPLICATIONS

Recent incidents underscore the strategic
vulnerability of undersea infrastructure
in the Baltic Sea. Pipelines, cables, and
interconnectors are critical for energy security,
communications, and economic stability, yet
they remain exposed to hybrid threats and
legal ambiguities.

%6\Winston Qiu, “Finnish Court Dismisses Case against
Eagle S — Alleged Sabotage of Cables in the Baltic
Sea,” Submarine Cable Networks, 28 October 2025.

167Tom Ruys and Yiannis Bamnios, “Anchoring Criminal
Jurisdiction at Sea: The Helsinki District Court’s
Eagle S Judgement and its impact for the protection
of submarine cables and pipelines,” EJIL:Talk!, 7
November 2025.
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Strengthening surveillance, legal frameworks,
and collective security measures is essential
to protecting this enabling layer of resilience
in the Baltic Sea region. Following the
Eagle S incident, NATO launched the Baltic
Sentry mission in January 2025 to deter
further attacks on critical infrastructure.'®®
The mission deploys maritime and
aerial surveillance assets, including
unmanned systems. This illustrates
that the security of the Baltic Sea is a
shared responsibility among the Allies.
Enhanced surveillance and rapid
response capabilities contribute to
deterrence by denial, though such intelligence,
surveillance, and reconnaissance (ISR)
intensive operations are resource-demanding
and challenging to sustain indefinitely.

The complexity of maritime infrastructure
— operating across different legal regimes,
in a harsh undersea environment, largely
commercially owned yet strategically vital,
and inherently transnational — makes both
protection and accountability difficult.
Critical maritime assets remain prime targets,
emboldened by legal gaps for enforcement in
international waters. Hybrid operations tend
to exploit this uncertainty by obscuring acts
as accidents or by using non-state commercial
actors, such as shadow fleet vessels, which
enables plausible deniability and helps avoid
accountability.1®®

The physical environment further complicates
both protection and repair: seabed
infrastructure is difficult to monitor, damage
is hard to detect in real time, and repairs are

188“NATO’s Baltic Sentry steps up patrols in the Baltic Sea
to safeguard Critical Undersea Infrastructure,” NATO
MARCOM, 14 January 2025.

%°Dave Brown, “Seabed Warfare is Here: A U.S. - Led
Global Strategy to Secure the Ocean Floor,” CIWAG
Policy Papers #1, U.S. Naval War College, 1 October
2025.

technically demanding and time-consuming.
This was evident in the Balticconnector and
EstLink 2 incidents, where restoring subsea
connections took approximately six months,
underscoring the operational and economic
consequences of such vulnerabilities

Critical systems that are physically exposed,
difficult to monitor, slow to repair, and legally

underprotected create strategic fragility
rather than resilience

CONCLUSION

While undersea  connectivity  delivers
efficiency, integration, and economic gains, a
high degree of dependence oniitisincreasingly
risky in today’s geopolitical environment.
Critical systems that are physically exposed,
difficult to monitor, slow to repair, and legally
underprotected create strategic fragility rather
than resilience.

The repeated incidents in the Baltic Sea over
the last few years show that even ‘accidental’
disruptions can result in severe economic
and security consequences, while ambiguity
and jurisdictional gaps invite exploitation.
Instead of assuming the reliability of undersea
connectivity, the system operators need to
actively hedge against its failure — through
diversification, redundancy, strengthened
legal frameworks, and sustained collective
protection — so that connectivity remains an
asset rather than a strategic liability.
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Although the Nordic countries share high
levels of renewable generation, long-standing
market integration, and a commitment to

Cross-

6. NORDIC SOLIDARITY
UNDER PRESSURE

Emil Sondaj Hansen

Acrossthe Nordicregion, energyindependence
has emerged as a central organising concept in
energy and security debates. Although the
Nordic countries share high levels of renewable
generation, long-standing market integration,
and a formal commitment to cross-border
cooperation, the meaning attached to energy
independence varies significantly. Rather than
converging on a single interpretation, national
debates reflect diverging priorities, ranging
from price stability and supply security to
sovereignty, competitiveness, and insulation
from external shocks. Generally, the Nordic
electricity markets have been highly
interconnected. Norwayhasaninterconnection
capacity of 8.85 GW; Sweden, 10.3 GW;
Denmark, 6.8 GW; and Finland, 5.38 GW
import capacity and 3.98 GW export
capacity.'”®

border cooperation, the meaning

attached to energy independence varies
significantly

This chapter examines how differing
interpretations of energy independence shape
national attitudes toward cross-border energy
connectivity in the Nordics. It focuses on the
political and economic tensions that arise
when integrated electricity markets transmit
price volatility, expose domestic consumers to
external shocks, or challenge national control
over energy systems. While connectivity has
historically been framed as a cornerstone of
Nordic cooperation and efficiency, it is now
contested in domestic discourse, where energy
prices, infrastructure costs, and geopolitical
risks have become politically salient.

%International Energy Agency, Norway 2022: Energy
Policy Review (IEA, 2022); “Sweden,” Countries
& Regions, Europe, International Energy Agency,
accessed on 25 February 2026; “Denmark,”
Countries & Regions, Europe, International Energy
Agency; International Energy Agency, Finland 2023:
Energy Policy Review (IEA, 2023).

6.1. SWEDEN

Sweden is currently witnessing an intense
debate about prices with implications for
its national connectivity strategy. Having
decommissioned six of the twelve nuclear
reactors in the south, Sweden is experiencing
high demand in the region, which houses
89% of the population, while electricity from
hydropower in the north is proving difficult
to transfer south.’ In 2022, the government
admitted that the decision had been “bad for
the business sector, bad for the climate, bad
for household finances, and also bad security
policy.”*”? This change in political sentiment
can be partially attributed to the right-wing
populist party — the Sweden Democrats
(Sverigedemokraterna). They have dismissed
wind power as inefficient and have instead
embraced nuclear power as stable and
technologically superior, thereby positioning
themselves as an “anti-wind party.”*”®
Minister for Energy Ebba Busch has called
for the EU Commission to secure European
energy independence by promoting
baseload production, including
nuclear energy, and has put forward a
clearly articulated definition of energy
independence: “Without energy, no
industry. Withoutindustry, no defence.
No defence, no sovereignty.”74

Notably, in 2024, Stockholm rejected
an application to build a subsea power
connection between Sweden and
Germany — the 700 MW Hansa PowerBridge
project. The reasoning was that the German
market was not efficient enough due to its
single power market zone (see Chapter 8);
it could, therefore, risk “higher prices and
an unstable electricity market” in southern
Sweden, given its large electricity production

1 Magnus Henrekson, “Low Power: How Self-Sufficient
Sweden Jeopardised Its Energy Security,” Engelsberg
Ideas, 14 September 2022.

172prime Minister’s Office (Sweden), “Statement of
Government Policy,” Speech by Prime Minister UIf
Kristersson to the Riksdag, 18 October 2022.

3Martha Lindberg, Far-Right Ecologism: The Sweden
Democrats and the Energy Transition (Swedish
University of Agricultural Sciences, 2025); Simon
Haikola and Jonas Anshelm, “Winds of Change in
Swedish Energy Policy: The Limits to Neoliberalism as
Policy Paradigm and as Political Rationality,” Energy
Research & Social Science, Vol.127 (September 2025).

174“pro-nuclear Sweden Urges More EU Focus on Energy
Security,” Reuters, 14 March 2025.
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Due to the historically abundant electricity

deficit.'’®> At times, prices in the south can
exceed those in the north by a hundredfold,
leading to marked frustration among the
population that low wind levels in Germany
result in more expensive electricity in Sweden.
This is exacerbated by Germany’s wilful
phasing out of nuclear power generation — a
stance that is in complete contrast to newly
pro-nuclear Sweden, thereby making Berlin a
convenient target in domestic politics.

supplies, the Swedish public has a low

tolerance of high prices

Due to the historically abundant electricity
supply, the Swedish public has a low tolerance
of high prices. This is aggravated by the fact
that Swedish households tend to have flexible
contracts with variable or hourly price setting,
which exposes them to spikes and volatility in
Europe.'’®

The discussion that led to the rejection of the
Hansa PowerBridge project stemmed from the
2022 election campaign. Back then, the Left
Party (Vénsterpartiet) suggested introducing
the “Sweden price” for electricity exports to
other countries to protect the domestic market
from European demand.” The Friedrich-
Ebert-Stiftung, a German foundation closely
affiliated with the Social Democratic Party
(Sozialdemokratische Partei, SPD), sees the
Swedish concerns as emblematic of a potential
fragmentation of the European energy
market.'’®

In Norway, the discourse around energy

independence and connectivity is intimately

linked to its relationship with the EU

6.2. NORWAY

In Norway, the discourse around energy
independence and connectivity is intimately

1754Swedish Government Says No to New Power Cable to
Germany,” Reuters, 14 June 2024.

176Meike Buscher and Reghina Dimitrisina, Nordic
Energy Policies: Sweden’s Challenges to the European
Electricity Grid (Friedrich Ebert Stiftung (FES), 2025).

177Blscher and Dimitrisina, Nordic Energy Policies.
178B(ischer and Dimitrisina, Nordic Energy Policies.

linked to the discussions about its relationship
with the EU. Energy independence is
conceptualised in industrial terms, with an
energy surplus seen as a precondition for a
strong industry. As per the definition by the
DNV (Det Norske Veritas),a Norwegian industry
risk management and assurance association,
“a lasting Norwegian power surplus is an
important mechanism for securing low-cost
and competitive process.”?”®

In  February 2025, the coalition
government collapsed over disagree-
ments about energy cooperation with
the EU, when the Centre Party
(Senterpartiet) issued a statement
expressing a desire to regain control over
Norway’s electricity market. Specifically, the
conflict arose from the implementation of the
EU’s Fourth Energy Market Package, including
the RED II.*8° There is now a majority in the
parliament that believes there should be no
more interconnectors, and several parties
would like to renegotiate deals with the UK
and Germany over those seen as importing
price volatility into the Norwegian electricity
market.’®! Historically, the Centre Party has
been more protectionist, but the Labour Party
(Arbeiderpartiet) has recently adopted a
similar stance; during the September 2025
elections, it campaigned to turn off the
interconnectors to Denmark, which were due
to be renewed in 2026. This would cut cross-
border capacity with Denmark by a third.®?
The right-wing Progress Party (Fremskritts-
partiet) — also against renewing the deal with
Denmark and in favour of renegotiating the
agreements with the UK and Germany
— claims that “price infection” spreads
from the rest of Europe into the
Norwegian market via the
interconnections.'® Furthermore, the
Norwegian government has appointed
an expert committee to redesign the relevant
agreements.

DNV, Energy Transition Outlook: Norway 2024. A
National Forecast to 2050 (DNV, 2024).

180 )gran Sandvik, Ida Mattsson Sperre, and Aksel
Tannum, Power Generation, Transmission &
Distribution 2025: Trends and Developments
(Chambers and Partners, 2025).

18lKathryn Porter, “Norway Turning Away from Electricity
Interconnection,” Key Facts Energy, 21 February 2025.

82porter, “Norway Turning Away.”

18porter, “Norway Turning Away.”
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The backlash against the interconnectors
is mainly driven by recent winter electricity

The backlash against the interconnectors is
mainly driven by recent winter electricity price
spikes. Norwegian consumers are particularly
vulnerable to price changes due to the
widespread use of flexible contracts. To help
manage this volatility, the government has
introduced several initiatives, such as capping
tariffs at 7 gre per kilowatt-hour (kWh) and
subsidising 90% of costs above this price.'®* In

price spikes

2022, the government proposed restrictions
on electricity exports to avoid ‘market
stress’ in southern Norway. The national grid
operator, Statnett, strongly opposed the idea,
warning that it would jeopardise electricity
imports that Norway itself needs during crises,
as well as cause shortages due to droughts
that affect water levels in reservoirs.'®> As the
UK and Germany have phased out coal, and
the latter also decommissioned nuclear plants
and replaced them with imports from Norway,
Oslo has amended its Energy Act twice to
allow restrictions on electricity exports.'®
Minister of Energy Terje Aasland stated in
2022 that a review showed that the system
had “become more vulnerable to unexpected
events.”*” The political discussion thus shifted
to imposing export restrictions or tariffs to
prioritise domestic consumption over exports.

A persistent drought in 2025, which combined
weaker-than-average  temperatures  with
low rainfall from January to March, as well
as reservoir levels dropping to near 20-year
lows, triggered concerns about exporting
electricity across the political spectrum.®
With approximately 90% of its energy mix
derived from hydropower in 2024, Norway
faces pressure from climate change: without
diversification, the system is highly sensitive to
hydrological conditions.

84B{ischer and Dimitrisina, Nordic Energy Policies.

185Nora Buli, “Norway Should Not Restrict Power
Exports This Winter, Grid Operator Says,” Reuters, 30
September 2022.

¥ porter, “Norway Turning Away.”

87Government of Norway, “Norwegian Control
Mechanism to Improve Security of Electricity Supply,”
Press release, 27 January 2023.

18Clark Savage, “Energy Security Starts at Home, and

Norway Needs to Look Out for Its Own,” Energy News
Beat, 1 September 2025.

6.3. DENMARK

In general, Danish politics is characterised by
consensus on climate and energy policy. A
large majority of parliamentarians agreed in
2020 to terminate all oil and gas extraction by
the end of 2050.%° While Denmark has been a
net importer of electricity for the last decade,
the International Energy Agency (IEA) expects
the country to become a net exporter
in the coming years.®°

As part of the Danish EU presidency in
the second half of 2025, the country
has made an “energy independent
Europe” a cornerstone of its programme,
conceptually linking energy with security and
competitiveness, and arguing that “a Europe
that produces sufficient clean energy is a
safer and more competitive Europe.”’®! The
energy crisis of 2021-22 did not significantly
alter Danish energy policy. Unlike many other
EU member states, Denmark has neither
depended on Russian gas nor been affected
by its geographical proximity to Russia, unlike
its Nordic and Baltic neighbours.’®> The Danish
government, in response to Russia’s full-scale
invasion of Ukraine, has pushed hard to halt
the imports of Russian gas to the EU.

Although Denmark has historically been
somewhat Eurosceptic, this does not impede
cooperation on energy matters, particularly
regarding connectivity strategies. The Danish
connectivity strategy is heavily tied to the
export of electricity generated from offshore
wind, for which a planned artificial island
south of Bornholm in the Baltic Sea — with
at least 3 GW of electricity production to
supply domestic and foreign grids — is a
central element. Danish businesses initially
opposed the project due to rising costs and

189poul Theis Madsen, Dennis Severin Hansen, Karl
Sperling, Camilla Houeland, and Kirsten E. H. Jenkins,
“Abandoning Fossil Fuel Production: What Can
Be Learned from the Danish Phase-Out of Qil and
Gas?,” Energy Research & Social Science, Vol. 103
(September 2023).

90“Denmark,” IEA.

¥1Danish Presidency of the Council of the European
Union, “Bye-Bye Russian Fuels: More Clean European
Energy Is the Answer,” Press release, 5 September
2025; Daniel Deyl, “Danish presidency to close
loopholes leaking Russian gas to Europe,” EU
Perspectives, 2 September 2025.

925usi Meret, The Impact of the Russia-Ukraine War on
Right-Wing Populism in Europe: The Case of Denmark
(European Center for Populism Studies (ECPS) 2023).
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Renewable energy can easily become a target
of populist forces, even in countries most

concerns about profitability, but these were
largely alleviated by a €645 mn investment
from the European Commission. The project
later slowed down due to the absence of
a counterpart in Berlin and then paused in
January 2025. However, in January 2026, the
German government reached an agreement
with Denmark affirming its commitment.?®
Danish—Belgian plans to provide electricity
through an Energy Island in the North Sea to
approximately 3 mn European households
have also been delayed at least three years,
with a completion date now in 2036, due to
high costs and failed efforts to get Belgium to
shoulder a larger share.?

There have been some efforts to splinter
public and political consensus regarding wind
power and its exports. The far-right Denmark
Democrats (Danmarksdemokraterne) have
cautioned against becoming a “battery for

favourably predisposed towards it

northern Germany.”**> The party came close to
winning its first mayorship in the municipality
of Ringkgbing-Skjern in Western Jutland,
which produces most renewable energy in
the country. Their candidate ran a powerful
campaign against solar generation in rural
Denmark, lambasting the so-called “iron
fields.” Despite no significant policy impact
as of yet, this rhetoric demonstrates
how renewable energy can easily
become a target of populist forces,
even in countries most favourably
predisposed towards it.

6.4. FINLAND

Finland quickly decoupled from Russian energy
in 2022. Although Finland was relatively
shielded from the energy crisis, as only 6%

193Directorate-General for Energy, “Energy Highways:
Germany and Denmark agree on joint development
of the Bornholm Energy Island offshore wind project,”
European Commission, 26 January 2026.

1%Stine Jacobsen, “Denmark’s North Sea energy island
delayed again by high costs,” Reuters, 21 August 2024.

195 Jeppe Peschardt Assenholt, “Inger Stgjberg er treet
af at agere batteri for Nordtyskland [Inger Stgjberg is
tired of acting as a battery for Northern Germany],” TV
Midtvest, 26 October 2026.

of its consumption came from natural gas,
there were important connections to Russia’s
energy sector. One-third of all energy and 60%
of energy imports were supplied by Russia at
the time of its full-scale invasion of Ukraine,
according to the Finnish State Treasury
(Valtiokonttori).**® Nonetheless, with over 90%
of the Finnish population favouring greater
energy self-sufficiency, the government could
anchor its efforts in existing support.*®’

Finland could also draw on strong public
support for nuclear and renewable energy: in
2023, the country deployed the first nuclear
reactor in Europe in over 15 years.'®® The
Olkiluoto 3 nuclear power plant covers 10% of
Finland’s electricity needs, around the same
percentage as past imports from Russia.’® On
1 April 2025, Finland closed the Salmisaari
coal power plant in Helsinki, bringing coal
power generation to below 1% (coal was
previously imported from Russia).
This is seen in Finland as a significant
step towards climate neutrality
and energy independence. It is also
seen as a competitive edge, as more
renewable generation is expected to
attract industries reliant on clean, abundant
energy resources. For instance, Finland has
guadrupled wind power generation since 2020
and, as of 2024, covered 96% of electricity
demand through domestic production.?®
Imports mainly come from Sweden, with
minimal amounts from Norway, and the bulk
of exports goes to Estonia.?™*

Part of Finland’s energy independence from

Russia relies on connectivity to the Baltics

Part of Finland’s energy independence from
Russia relies on connectivity to the Baltics.
As Finland does not have its own gas storage
capacity, it fulfils its natural obligations by
contributing to Latvia’s underground storage

1%8Veli-Pekka Tynkkynen, “The Finnish ‘Ruxit’,” in Debt
Management Annual Review 2022 (State Treasury of
Finland, 2022).

197“'Energy Independence, Please!’ Say the Finns,”
llmatar, 6 September 2022.

198|EA, Finland 2023.
199Tynkkynen, “The Finnish ‘Ruxit’.”

200“Energy Transition,” Investor relations, Sustainability
and Finnish Government Bonds, State Treasury of the
Republic of Finland, accessed on 25 February 2026.

2LEA, Finland 2023.
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facility.?®? Gas and electricity interconnections
with Russia ceased operations in 2022;
however, Finland maintains cross-border
electricity interconnections with Estonia,
Norway, Sweden, and Russia, as well as a
gas connector to Estonia. There are also
plans to expand electricity interconnection
capacity with Sweden and establish a third
interconnector with Estonia by 2035. The
motivation behind those projects is not only to
strengthen the regional security of electricity
supply but also to support Finland’s goal of
becoming a net electricity exporter.

Textbox 1. Hydrogen Ambitions of the
Nordics

For Sweden, hydrogen is mainly
envisioned as part of decarbonising its
heavy industry, such as steel production,
with the Fossil Free Sweden (Fossilfritt
Sverige) association projecting that
14% of the national emissions can be
reduced through hydrogen projects.?®
The Swedish ‘hydrogen backbone’ will
be built in the coastal regions in the
south-west, mid-east, and north of the
country, thereby connecting hydrogen
supply with demand. Currently, the
Baltic Sea Hydrogen Collector is being
explored, consisting of connections from
the Bothnian Bay across the Baltic Sea,
through the island of Aland, and down
through the islands of Gotland and
Bornholm to the European mainland.?*

For now, Norway has focused on ‘blue’
hydrogen produced with natural gas,
but ‘green’ hydrogen will be exported
from 2035 onwards. Current hydrogen
production is estimated to be 2-3 GW
by 2030 and to have ramped up to 10—
15 GW by 2040. There are discussions
about a new pipeline from Norway to the
Netherlands, or about repurposing the
Langeled South gas pipeline to the UK.?%

22|EA, Finland 2023.

2034Syweden,” Countries, Green Hydrogen Organisation,
accessed on 25 February 2026.

W4“Sweden,” Country Narratives, European Hydrogen
Backbone (EHB), accessed on 25 February 2026.

205“Sweden,” EHB.

There has been some scepticism about
hydrogen exports in Denmark, which
has an ambitious target of 4-6 GW of
electrolysis by 2030. By 2040, the east
and west of the European backbone
are expected to have been connected
across Denmark by repurposing the
Baltic Pipeline. There are also plans to
connect the Danish Energy Island in the
North Sea with Dutch offshore hydrogen
production.?®® While Germany will
remain the main importer, there are also
plans to connect Sweden with producers
in Jutland as Swedish demand centres
emerge.’”” Some political forces have
objected to investments in hydrogen
infrastructure  intended to export
Danish renewable electricity to heavily
industrialised Germany.

Finland has an ambition to become
the European leader in the European
hydrogen value chain. It will participate in
the Nordic Hydrogen Route, building up
cross-border hydrogen infrastructure in
the Bothnian Bay region by 2030, as well
as the Nordic-Baltic Hydrogen corridor
connecting Estonia, Latvia, Lithuania, and
Poland to Germany. Lastly, Finland will
participate in the Baltic Sea Hydrogen
Collector connecting Finland and Sweden
to central Europe.?®

CONCLUSION

On the surface, the Nordics are showing
solidarity and a shared ambition for energy
security and an integrated electricity
market. This is illustrated by the joint Nordic
declaration of October 2026, which pledged
to strengthen energy and supply security.?®®
However, Nordic debates over energy
independence have revealed competing
strategic visions that challenge the region’s

26”Denmark,” Country Narratives, European Hydrogen
Backbone (EHB), accessed on 25 February 2026.

27B{ischer and Dimitrisina, Nordic Energy Policies.
28“Finland,” Country Narratives, European Hydrogen
Backbone (EHB), accessed on 25 February 2026.

29Finnish Ministry of Economic Affairs and
Employment, “Nordic Energy Ministers Call for Closer
Cooperation to Strengthen Energy Security,” Press
release, Finnish Government, 2 October 2025.
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Energy independence and connectivity are

long-standing reputation for cross-border
solidarity. While cooperation remains a formal
ambition, national framings of independence
now push countries in sharply different
directions. The Nordic experience and political
trends highlight that energy independence
and connectivity are not mutually reinforcing
by default.

not mutually reinforcing by default

Sweden, for instance, defines energy inde-
pendence through the lens of price stability,
sovereignty, and a revived commitment to
nuclear power, fuelling resistance to further
regional and European integration. The
rejection of the Hansa PowerBridge reflects

mounting concern that interconnectors
transmit German price volatility into the
Swedish  system. Norway, meanwhile,

emphasises maintaining a domestic electricity
surplus and limiting EU-driven market
integration. Interconnectors are increasingly
portrayed as vectors of ‘price contagion’,

prompting calls to renegotiate agreements
and even introduce export caps in times of
hydropower stress. These competing visions
are already straining cross-border energy
connectivity. Concerns about rising costs,
sovereignty, and EU overreach have led both
Sweden and Norway to pull back from deeper
integration. Finland and Denmark, by contrast,
treat connec-tivity as an essential
investment — not a threat. Denmark’s
model of export-led green
competitiveness relies on offshore
wind islands and cross-border cables.
Finland, in the meantime, promotes
interconnection as the backbone of freedom
from Russian energy, supported by nuclear
expansion, renewable energy, and integration
into the Baltic gas market. In both countries,
energy strategies remain relatively insulated
from protectionist and populist instincts.
These divergences now shape a region where
energy independence increasingly fragments,
rather than reinforces, Nordic connectivity.
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7. LANDLOCKED
CENTRAL EUROPE

Nolan Theisen

This chapter focuses on energy security,
perceptions of connectivity, and priorities of
landlocked Czechia, Slovakia, and Hungary,
while also touching on Austria’s response
to Russia’s invasion of Ukraine. Over the
past decade, these countries, like the rest of
central Europe (CE), largely defined energy
security in terms of natural gas diversification
from Russia, and for good reason. Russia’s
predatory pricing practices and major supply
disruptions in 2009 and 2014 were extremely
costly, underscoring the need for increased
connectivity to access western LNG. However,
the CE countries did not aspire to reduce their
dependency on Russian gas, unlike Poland
and the Baltic states, which sought to deprive
Moscow of its energy leverage. They remained
overwhelmingly, if not entirely, dependent on
Russian gas, as well as oil and uranium, and
to a lesser degree coal — essentially all major
primary energy inputs hardwired during Soviet
times.

Russia’s full-scale invasion of Ukraine in 2022
triggered a fundamental and irreversible
change to this dynamic in Czechia,
demonstrating it is not only feasible
but relatively painless to go from
near-complete  Russian  energy
dependence to zero in a matter of
years. Hungary and Slovakia went the
other direction, raising at least short-
term dependency as part of their
geopolitical alignment with Russia.
This makes it clear that Russian dependency
is a matter of political choice and orientation.
Czechia, like the rest of the CE region—including
Hungary and Slovakia before the invasion
— remains focused on connecting pipelines
with western markets to access alternative
hydrocarbons. While it is certainly beneficial
from an energy security perspective to reduce
the dominance of a single supplier, it does not
address the underlying import dependency,
which is not only a vulnerability but also a drag
on the economy that does nothing to address
climate objectives.

It continues to distract political attention from
neglected power grid connectivity, which
matters the most for decarbonised energy
systems of the future. However, as renewable
energy deployment and energy security
threats increase, there is growing recognition
that collective grid planning and support
for cross-border projects provide significant
value and are worth the effort. This new post-
invasion energy epoch should be the final
chapter in fossil pipeline diversification. It will
allow the region to turn its attention to true
energy security solutions oriented towards
energy independence, which also happen to
be the most cost-effective: energy savings,
renewables, and power grids.

7.1. RUSSIAN LEGACY

More than three decades after the end of
the Soviet Union, the core energy systems
of CE remain deeply intertwined with Russia
through nuclear fuel, oil, and natural gas
supply chains. While the 2022 invasion of
Ukraine exposed the political and security
risks of this arrangement, the responses
of Czechia, Slovakia, and Hungary have
diverged sharply — demonstrating that Russian
energy dependence is no longer a structural
inevitability, but a matter of political will,
investment choices, and strategic orientation.

Russian energy dependence is no longer a
structural inevitability, but a matter of political

will, investment choices, and strategic
orientation

7.1.1. VISEGRAD NUCLEAR
(IN)DEPENDENCE

Nuclear energy anchors several power systems
across the region but is especially dominant
in the landlocked Visegrad countries: Czechia
(40%), Hungary (45%), and Slovakia (62%).2%°
They operate Russian VVER-400 reactors that
rely on Russian-supplied components and
nuclear fuel.

210 Agata toskot-Strachota, Krzysztof Debiec, and Andrzej
Sadecki, Nuclear Energy in the VV4: the current
situation and perspectives (Regional Centre for Energy
Policy Research, November 2024).
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Nuclear energy enjoys broad public support

Of the three, Czechia is the only country taking
definitive steps to mitigate this dependency.
It is already receiving nuclear fuel supplies
from American Westinghouse and French
Framatome; the former will replace Russian
TVEL entirely by 2028. Slovakia has been
vague about intentions to diversify its nuclear
fuel supplies (for which Russian TVEL is the
sole contractor), but the latest Mochovce Unit
4 is expected to use non-Russian fuel. Hungary
relies almost exclusively on Russian Rosatom
and TVEL for its four current reactors and
the Paks Il expansion (two new VVER-1200
reactors), including a Russian state loan (€10
bn) to finance 80% of the project.?*

in Visegrad countries

Nuclear energy enjoys broad public support
in Visegrad countries, cultivated over
decades due to its perceived stability, energy
security, and decarbonisation benefits.??
While it is certainly carbon-free and stable
as a dispatchable baseload, the idea that it
guarantees full energy independence and
security is misguided for two reasons. First,
it requires imported uranium, and second,
it is highly vulnerable to physical attacks and
sabotage that can cause widespread blackouts.

7.1.2. OIL AND GAS FLOWS

Natural gas dependency has always been the
most politicised and problematic for the CE
region. This is the domain in which Russia
decided to leverage its commanding market
position, implementing coercive pricing
practices and becoming entangled in multiple
transit disputes with Ukraine, which caused
painful disruptions.

The severity of the 2014 energy crisis awoke the
region, and indeed all of Europe, to the need
for natural gas diversification in landlocked CE
countries. It elicited a strong and coordinated
EU response centred on gas diversification for
the fragmented CE region.?*®* From all parties,

211“paks Il equipment supply approved, Rosatom says,”
World Nuclear News, 9 October 2025.

2124 oskot-Strachota, Debiec, and Sadecki, Nuclear Energy
in the V4.

2BEuropean Commission, European Energy Security
Strategy (EUR-Lex, 2014).

there was not only an energy security urgency
enabling west-to-east LNG flows but also a
market imperative to complete the single gas
market, aimed at effectively disarming Russia’s
energy weapon and reducing regional price
disparities.

The successful execution of this strategy is
why CE could survive the sudden reduction
in Russian gas supply volumes in 2022 and is
in a position to remove them entirely from
the energy mix without causing a shortage
or a price spike. Similarly, the region’s legacy
dependency on the eastern Druzhba pipeline
for crude oil imports can be mitigated with
relatively small investments. If any
doubts remain, one should look no
further than Czechia and Austria.
Prior to 2022, Czechia was entirely
dependent on Russian gas, and Austria
nearly so (at 80%).?* The two were among
the last EU member states to cut Russian gas
imports after a rebound in 2024, owing to an
influx of cheap supplies through Slovakia and
Hungary, but they did so with relative ease.?’®
Czechia was still importing around half of its oil
from Russia as late as Q1 2024, but ended it in
April 2025.%% |t managed to do so by doubling
the capacity of its westward Transalpine
Pipeline (TAL) — enough to meet the country’s
total demand - and adapting its major
refineries to process non-Russian crude.?”

Hungary and Slovakia, meanwhile, remain
heavily dependent on Russian hydrocarbons
following the 2022 invasion of Ukraine.
Hungary increased its reliance on Russian
crude from a pre-invasion level of 61% to 87%

24Ronan Graham and Alejandro Vas Corrales, “Czechia’s
fuel diversification efforts set an example, but it
still has key energy security challenges to tackle,”
International Energy Agency, 15 October 2025;
Nikolaus J. Kurmayer, “Austria further cuts long-time
dependence on Russian gas,” Euractiv, 22 November
2022.

215pawel Czyzak, Nolan Theisen, and Tatiana Mindekova,
The Final Push for EU Russian Gas Phase-out (Ember,
March 2025); Aneta Zachova, “Czechia offers gas
lifeline to Slovakia as EU advances Russian ban,”
Euractiv, 21 October 2025; “Austria energy regulator
expects smooth transition as Ukraine gas deal ends,”
Reuters, 30 December 2024.

218| yke Wickenden and Martin Vladimirov, Tapping
the Loophole: Czechia has spent five times more
on Russian oil and gas than aid to Ukraine (CREA,
October 2024); Jason Hovet, “Czechs hail end of
Russian oil dependence with first increased deliveries
from west,” Reuters, 17 April 2025.

27Krzysztof Debiec, “The Czech Republic no longer
depends on Russian oil,” OSW, 18 April 2025.
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in 2024, while Slovakia remained nearly fully
reliant — though its national oil company
Slovnaft is investing €200 mn to modernise its
processing capabilities to include a broader
mix of crude types, with the possibility of full
diversification from Russian oil expected by
2027.2® The share of Russian gas s
approximately 75% and 50%, respectively. **°

Hungary and Slovakia remain heavily
dependent on Russian hydrocarbons following

the 2022 invasion of Ukraine

7.2. ENERGY POPULISM

Hungary and Slovakia have found common
ground in defending continued imports of
Russian energy while opposing EU-led
sanctions and dismissing EU guidance for
diversification. They assert that unilaterally
reducing Russian oil and gas would threaten
energy security and lead to dramatic price
increases, which simply ignores both technical
and market realities.??® There is no validity to
these claims when it comes to gas, since
Hungary and Slovakia have successfully
diversified, and they only apply to oil, because
both have pointedly not taken steps to
diversify.

Rather ironically, it was the pursuit of
gas diversification from Russia by earlier
incarnations of the Viktor Orban- and Robert
Fico-led governments that invalidates their
own statements today.??! This was tested in
the real world by the closure of the Druzhba
gas pipeline on 1 January 2025, which did
not trigger any disruption or appreciable

218 evi et al, The Last Mile.

2194YS grants Hungary one-year exception from
sanctions over Russian oil and gas,” The Guardian, 7
November 2025; Krzysztof Debiec, “Slovakia’s actions
in preparation for the expiry of the Ukrainian-Russian
transit agreement,” OSW, 20 December 2024.

220“Foreign Minister Szijjartd Warns EU Oil Ban Would
Shut the Tap on Energy Security,” Hungary Today, 21
October 2025; Emese Fabian, “Hungary to challenge
the Russian energy import ban at the European
Court,” CEENERGY News, 3 December 2025; John Irish,
“Slovakia pushes back on pressure over Russia energy
purchases,” Reuters, 25 September 2025.

2Ministry of Foreign Affairs and Trade of Hungary,
“Péter Szijjarto holds talks on Hungarian gas import
diversification opportunities in Washington,” The
Hungarian Government, 7 February 2019; “Hungary
and Slovakia link their gas grids,” Euractiv, 28 March
2014.

price effect, despite the governments defying
overtures from the European Commission
to prepare for the closure.?”? Instead, Fico
initiated trilateral talks with Hungary and
Austria, advocating for the pipeline’s continued
operation beyond 2024. Furthermore, findings
from recent European gas market modelling
show that a full Russian gas phase-out in 2028
will have a negligible price effect in
these countries, on the order of 1 €/
MWh or less.?®

Similarly, they have exploited
temporary exemptions from the EU’s
oil import sanctions to fortify Russian crude
from the Druzhba pipeline for both domestic
consumption and re-export, rather than
undertake measures to diversify. The Adria
pipeline from Croatia (14.4 mn tonnes) has the
capacity and proven real-world adaptability to
meet the combined oil consumption needs of
both countries (11-12 mn tonnes).?*

The main takeaway is that reliance on Russian
energy today is part of a broader geopolitical
strategy that leaves these countries vulnerable
and weak in terms of energy security. The same
leadership recognised this —along with the rest
of Europe — more than ten years ago, and took
action to diversify gas sources. Today, both
countries maintain near total dependency on
crude oil from a single supplier and a pipeline
crossing an active war zone that was twice
disrupted in 2024 and then damaged in 2026
by a Russian attack, setting off a major political
standoff between Kyiv and Budapest over its
repair.2®

The two governments defend this position by
using a path-dependency argument: pre-
existing infrastructure and long-term Russian
import contracts deliver cheap, stable energy
compared to costlier LNG, investments in west-
ward infrastructure, and longer transit times. It
is true that LNG imports add fees for
regasificationandtransit,and newinfrastructure

2224Gas prices for non-household consumers - bi-annual
data (from 2007 onwards),” Data Browser, Eurostat,
last updated on 21 November 2025.

223peter Kotek, “Moving away from Russian gas for
good?,” Presentation, Regional Centre for Energy
Policy Research (REKK), 24 November 2025.

224 evi, Luke, and Vladimirov, The Last Mile.

225Tomas Hriviak, “Hungary and Slovakia in standoff with

Ukraine over broken Russian oil pipe,” EUobserver, 26
February 2026.
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Reliance on Russian energy today is part of
a broader geopolitical strategy that leaves

these countries vulnerable and weak in terms

will be expensive to build. In a vacuum, Russia
could supply the lowest-cost oil and gas through
existing pipelines in close geographic proximity.
However, in practice, it does not work this way,
which Hungary and Slovakia have witnessed
firsthand due to Russia’s anti-competitive gas
pricing over the years.

of energy security

The Orban- and Fico-led governments are
fighting to restore and maintain Russian-
linked fossil fuel supply routes as the state
apparatus profits from the arrangement. Until
2022, Slovakia was the primary gas transit
country to western Europe, earning sizable
and dependable revenues of around €500 mn
annually.??® Hungary, meanwhile, positioned
itself to become a transit hub for Russian gas,
and state-owned enterprises (SOEs) made
lucrative deals.?” One must remember that
the state, via energy SOEs, is the beneficiary
of such arrangements, not the citizens. For
example, Hungary’s national oil company,
MOL, has reported 30% higher operating
income since the invasion, while domestic
pre-tax fuel prices remained 5% above the
EU average in 2024. This is why the public
narrative is so important: it portrays Russia
as a benevolent and reliable energy partner
with cheap, abundant energy resources, while
blaming the EU for imposing higher energy
costs, threatening energy security, and
undermining national sovereignty.
The provision of low energy prices
for ‘ordinary citizens’ via ‘stable’
supply is a core tenet of the populist
political economy that has been key
to Orban’s hold on power. In 2013,
his government famously intervened
to reduce regulated energy prices by 25% in
a matter of years — a level that remains fixed
today.??® This also explains why fealty to Russia

226“S|ovakia brings its grievances to Brussels after

o

Ukraine’s gas transit ‘sabotage’,” Euractiv, 3 January
2025.

227 evi et al., The Last Mile.

28Nolan Theisen, Katarzyna A. Kurek, and Sanjeev
Kumar, Mainstreaming Geothermal in the H&C
Sector of Hungary and Slovakia (Slovak Foreign Policy
Association, August 2025).

is so important to both countries in the current
geopolitical context, as it ensures that Russian
energy keeps flowing. Finally, this narrative
fits neatly into the underlying anti-Brussels
campaign that Orban’s government has been
propagating for years.

7.3. FOUNDATIONS FOR
RESILIENCE

Even as the region has devoted
immense political and financial
capital to fossil fuel diversification,
far less attention has been paid to the
foundations of a truly resilient energy system:
efficiency, electrification, and interconnected
power grids. In an era defined by
decarbonisation and rising electricity demand,
CE’s limited progress on energy savings and
regional grid integration risks replacing one
form of dependency with another, slowing the
transition to energy independence.

7.3.1. ENERGY SAVINGS

Energy efficiency and savings have been
a challenging domain for all CE countries,
despite their significant potential for
enhancing energy security and reducing costs.
Since the 2022 energy crisis, the region has
been the EU’s worst-performing region.??° This
is rooted in the Soviet-era energy systems and
philosophy that still permeate today’s society,
in which households are passive rather than
active consumers, served by energy perceived
as cheap and abundant.

Price regulation has been a blunt political
instrument rather than a precision tool for

achieving demand reduction in select
household segments

Today, however, this behaviour is mostly
attributable to sweeping price regulations
that have long obscured the most effective
tool for energy savings — the price signal.
Throughout the region, price regulation has
been a blunt political instrument rather than a

22 Ana Maria Jaller-Makarewicz, “EU gas imports to fall
25% by 2030 as demand reduction target exceeded
once again,” Institute for Energy Economics and
Financial Analysis, 4 June 2025.
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precision tool for achieving demand reduction
in select household segments. This might be
expedient for gaining votes in the lead-up to
elections, but carries enormous downsides for
the energy system in real time — for example,
during a crisis, when energy is scarce — and
over the long run, with low prices and return
rates discouraging investments in energy
systems and the infrastructure they service.

7.3.2. GRID MODERNISATION AND
CONNECTIVITY

The collective action and solidarity that
drove the region’s gas connectivity over
the past decade have yet to emerge in the
power sector. Rather, grid development has
long been regarded as a national
competency and responsibility, with
regional coordination largely absent
at both political and technical levels.
The EU hopes to encourage proactive,
integrated grid planning across the
bloc through its Action Plan for Grids,
but thus far, CE countries have been passive
observers rather than active participants in
the process, reflecting their scepticism of EU
governance and frustration with excessive
bureaucracy.??°

Even domestically, power grids have lagged
behind not only gas but also the development
of road and motorway networks.?** Grid
investments are only now beginning to receive
attention within national energy strategies.
With a sharp increase in renewables across
Visegrad countries, grids have become
a major bottleneck in recent years.??
This has been attributed to Hungary,
where renewable capacity — almost
entirely solar photovoltaics (PV) —
has quadrupled from 2019 to 2024, and now
accounts for a quarter of electricity.?** Czechia
and Slovakia have also experienced some of
the highest growth in renewable capacity in
the EU, but from a very small base, and still
reflect the lowest shares in the Union.

0Eyropean Commission, Grids, the missing link.

21| eszek Kasek, “Can Poland’s power grid operator
accelerate the energy transition?,” ING, 10 February
2025.

22Tatiana Mindekova and Beatrice Petrovich, Turning
to the Sun: Solar rise in Central Europe (Ember,
September 2025).

23342030 Global Renewable Target Tracker,” Data, Ember,
accessed on 26 February 2026.

However, these three countries remain
committed to nuclear energy, first and
foremost. Regardless of how much cheaper
the electricity produced by renewables may
be, intermittency is perceived as destabilising
to the centralised grid designed to serve a
large, uninterrupted baseload of nuclear
energy. Furthermore, the nuclear-anchored
system is self-sufficient, with reduced reliance
on imported energy and greater flexibility.

In the end, these three countries have
established a solid foundation for grid
connectivity: they adhere to EU obligations
and want to facilitate cross-border electricity
trade, but they have not yet shown ambition
for deeper integration.

They adhere to EU obligations and want to
facilitate cross-border electricity trade, but

have not yet shown ambition for deeper
integration

7.3.3. HYDROGEN

Comparatively, hydrogen connectivity is an
even lower priority for these countries. First,
unlike TEN-E arrangements, the European
Hydrogen Backbone (EHB) is non-binding.
Second, it has been crowded out by more
pressing oil and gas diversification needs and
obligations under REPowerEU in response
to Russia’s invasion of Ukraine. The early

Hydrogen connectivity has been crowded out

by more pressing oil and gas diversification

enthusiasm behind the 2019 Black Horse
initiative, meant to connect Visegrad Four
countries through an integrated hydrogen
valley and mobility ecosystem, appears to have
been abandoned.?®** While gas transmission
operators Net4Gas (Czechia) and Eustream
(Slovakia) have been promoting projects linked
to EHB cross-border corridors, governments
view green hydrogen as too costly and best
reserved for direct industrial applications.

B4“Black Horse,” H2 Valley Map, Clean Hydrogen
Partnership, accessed in February 2026.
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The 2023-24 Czechia’s Visegrad presidency
highlighted the Corridor E project as one
of special interest to the V4 (connecting
hydrogen produced in Ukraine to Germany
via Czechia and Slovakia), but the programme
neither suggested any concrete next steps nor
referred to the Black Horse initiative.?*®

CONCLUSION

Russia’s full-scale invasion of Ukraine set in
motion a process of complete energy import
decoupling in historically dependent Austria
(gas) and Czechia (gas, oil, and
nuclear), which was mostly achieved
already in 2025. With much of the
gas infrastructure in place and full
integration into the EU’s single market,
the CE countries can now access well-supplied
spot volumes at the competitive benchmark
price (Title Transfer Facility, TTF) to meet
their entire demand. Most recently, Czechia
made the necessary investments in its oil
infrastructure to end its longstanding reliance
on a single supplier and source (i.e., Russia and
the Druzhba pipeline). While geopolitically
motivated, the costs are more than justified
from an energy security perspective.

Meanwhile, the populist governments of
Hungary and Slovakia have gone in the
opposite direction since Russia’s 2022 invasion
of Ukraine, maintaining a high dependency on
Russian energy imports rather than following
EU guidance to diversify. From an energy

B5The Visegrad Group, V4 Citizens: Programme of the
Czech Presidency of the Visegrad Group 2023/2024
(The Visegrad Group, n.d.).

security perspective, this is nonsensical. While
such an energy strategy might avoid extra
investments and provide cheaper energy for
the time being, it leaves both countries highly
vulnerable to manipulation and disruption
that will likely prove far more expensive in the
long run.

Despite all of the effort to diversify oil and gas
supplies, it only substitutes one dependency
for another. True energy independence in the
CE countries, and indeed in the whole EU, can
only be achieved by phasing out all fossil fuel
imports, which converges with the objectives

True energy independence can only be

achieved by phasing out all fossil fuel imports

of the European Green Deal. Local renewable
energy, along with energy savings and
efficiency, is the most cost-effective energy
security solution, in addition to decarbonising
the economy.

With Russian diversification to be achieved
soon and the rise of electrification in the
construction and transportation sectors
precipitating a steady decline in fossil fuel
consumption, the time has come to shift
priorities from oil and gas pipelines to power
grid connectivity.*® However, energy efficiency
and savings must come before adding more
poles and wires, particularly in CE, where
there is vast potential given the slow progress
to date.

B5Emese Fabian, “Strengthening Central Europe’s energy
resilience: insights from regional experts,” Ceenergy
News, 13 December 2025.
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8. GERMANY TORN
BETWEEN INTERESTS
AND IMPERATIVES

Emil Sondaj Hansen

Germany plays a pivotal role in Europe’s
energy system. It is the EU’s largest electricity
consumer, a central transit country in the
continental grid, and a key demand hub for
both electricity and future hydrogen. German
energy policy, therefore, has disproportionate
consequences for neighbouring national and
regional markets. Decisions taken in Berlin
shape prices, cross-border flows, investment
incentives, and infrastructure planning
throughout northern and central Europe,
thereby making it a key player to observe for
the Baltics as well.

regional markets

Since Russia’s full-scale invasion of Ukraine,
Germany’s understanding  of  energy
independence has undergone a rapid
transformation. A policy framework that, for
decades, prioritised climate ambition and
competitiveness over supply security has been
forced to confront questions of sovereignty,
resilience, and strategic vulnerability. The loss
of Russian gas triggered an unprecedented
policy response, including a rapid LNG build-
out, long-term contracts with a host of new
suppliers, and the legal elevation of renewable
expansion to the “overriding public interest.”

Germany'’s geographic position means its
energy independence cannot be pursued in

isolation

At the same time, Germany’s geographic
position means its energy independence
cannot be pursued in isolation. The country
remains structurally dependent on cross-
border electricity trade, both to balance
variable renewables and to safeguard system
adequacy during periods of stress. As a result,
German debates over prices, industrial
competitiveness, and infrastructure
investment have direct implications for

regional connectivity, including relations with
Nordic, Baltic, and western European
neighbours.

This chapter examines how energy
independence is defined and interpreted in
Germany, and how these interpretations
shape attitudes toward cross-border energy
connectivity. It analyses the interaction
between security concerns, industrial policy,
and market integration, and assesses whether
protectionist or populist instincts meaningfully
influence German energy policy and
infrastructure decisions. In doing so, it situates
Germany as both a stabilising anchor and a
potential source of tension within Europe’s
interconnected energy system.

8.1. ENERGY INDEPENDENCE POST
2022

German energy policy has disproportionate
consequences for neighbouring national and

Throughout the 21 century, security
of supply has been the least prioritised
in the strategic target triad of energy
policy. Meanwhile, environmental
sustainability and competitiveness have been
more important for German policymakers.?*’
After Russia’s full-scale invasion of Ukraine,
Germany rapidly sought to secure energy
independence and wean itself off cheap
Russian gas. In 2021, 52% of German gas came
from Russia.?®® A large, rapid buildout of LNG
import infrastructure and LNG supply from
Qatar, Norway, and the US helped Germany
withstand the energy crisis. The five floating
LNG terminals were brought into operation at
an unprecedented pace.”® The government,
consisting of the Christian Democratic Union
(CDU) and the Social Democratic
Party (SPD), took office in 2025 and
reaffirmed the national ambition to
achieve climate neutrality by 2045.

B7Kirsten Westphal, “Strategic Sovereignty in Energy
Affairs: Reflections on Germany and the EU’s Ability to

Act,” SWP Comment 2021/C 07, Stiftung Wissenschaft
und Politik (SWP), 25 January 2021.

238Sabrina Schulz, Tim Bosch, Loyle Campbell, and Kira
Vinke, “Energy Policy Between War and Peace: Key
Elements of a European Energy Security Strategy,”
Policy Brief No. 9, German Council on Foreign
Relations (DGAP), April 2025.

B956ren Amelang, “Fifth floating LNG terminal to help
Germany become independent of Russian gas,” Clean
Energy Wire, 20 July 2022.
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A particularly divisive element of the German

A particularly divisive element of the German
energy transition (Energiewende) was the
phase-out of nuclear power, which culminated
in the closure of the last nuclear plant in April
2023.2*°Duringthe 2024 election campaign, the
CDU drew attention to the fact that Germany
had to import electricity produced by French
nuclear power plants after Berlin’s nuclear
phase-out.?** While connectivity with France
is operational, it remains politicised. Rather

energy transition was the phase-out of

nuclear power

The transition away from Russian gas has

than being framed as a stabilising strategic
asset, it serves as a reminder of the domestic
choice to abandon nuclear power. The current
coalition is split on nuclear energy and imports
from France, despite a summer 2025 meeting
between President Emmanuel Macron and
Chancellor Friedrich Merz that sought to
smooth out some of the differences.?*? The
import patterns have also changed. In 2024,
France was the largest exporter to Germany;
however, in the first quarter of 2025, Denmark
surpassed it with 4.4 TWh, followed by the
Netherlands (2.3 TWh), Norway (2 TWh), and,
only then, France (1.4 TWh).

created a new dependence on the US

8.2. NEW DEPENDENCIES

Interestingly, independence from Russian gas
does not equal energy independence. The
transition away from Russian gas has, in part,
created a new dependence on the US. In 2024,
80% of Russian gas imports were replaced by
US LNG.*® Many observers have emphasised
the long-term risks of LNG contracts: the
three main suppliers are Australia, Qatar, and

20Henry Liu, “The Geopolitics of energy: The European
Union’s struggle for energy independence” The Yale
Review of International Studies, 3 April 2025.

21 Amy Walker, “Mit Atomkraft-Post sorgt Jens Spahn
fur Kontroversen: Habeck hat nicht um Strom
‘gebettelt’ [Jens Spahn’s post about nuclear power
causes controversy: Habeck did not ,beg’ for
electricity],” Frankfurter Rundschau, 30 November
2024.

242F|sa Conesa, “French nuclear energy splits Germany’s
ruling coalition,” Le Monde, 22 July 2025.

235chulz et al., “Energy Policy Between War and Peace.”

the US, with the latter two raising particular
geopolitical concerns. Due to President
Donald Trump’s rhetoric towards cooperation
with the EU (solidified in the 2025 National
Security Strategy) and an expected decrease
in American fracking capacity, some German
analysts are particularly worried about this
new dependency on the US, which repeats the
past mistake of relying on Russian gas.?**

In 2024, when then-President Joe
Biden temporarily halted the export
of American LNG, German policy-
makers stated that it would not
immediately impact the energy
situation.*> However, upon taking
office, Chancellor Mertz declared that Berlin
should seek to reduce dependence on
Washington across the board, including in the
energy sector. By contrast, former Chancellor
OlafScholzwaswarythatenergyindependence
meant higher costs.**®* The three-party
coalition government collapsed in November
2024, largely due to disagreements over
financing the green transition. In May 2025,
the new government reformed the restrictive
German debt brake to allow investment of
€500mninclimateandenergyinfrastructure.?*’

In 2022, Robert Habeck, then Vice Chancellor
and Federal Minister for Economic
Affairs and Climate Action, declared
that “energy sovereignty had become
a question of national and European
security,” wherein renewables became a
key pillar of this sovereignty and a genuinely
strategic matter. The expansion of renewable
energy was granted legal status as a “general
public interest,” meaning it could override
other legal concerns.?®

2% |nitiative Klimaneutral, “Energiesouveranitat:
Energiepartnerschaften statt fossiler Abhdngigkeit
[Energy sovereignty: Energy partnerships instead of
fossil fuel dependency],” Factsheet, February 2023.

25Karsten Wiedemann, “LNG terminals: German
government calm despite US ban,” Energate, 31
January 2024.

2%6“Germany’s Scholz says energy independence means
higher costs,” Reuters, 27 March 2022.

247Benjamin Wehrmann and Julian Wettengel, “Merz
government’s first 100 days clouded by lingering
energy transition uncertainty,” Clean Energy Wire, 15
August 2025.

28“Ausbau der Erneuerbaren ist kiinftig von
wUberragendem o6ffentlichen Interesse” [Expanding
renewable energy sources will be of ,,overriding public
interest” in the future],” Energie-Chronik, April 2022.
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Power grid connectivity and capacity, as well
as electricity market design, are thus bound

This expansion reduced Germany’s energy
import dependence and provided an additional
cushion during the 2021-22 crisis. Electricity
prices have since normalised to pre-crisis levels
for commercial customers (although
the Agora Energiewende think tank
still finds the electricity-to-gas price
ratio is too high).?* On the one hand,
overall energy imports dropped from
70% in 2020 to 66% in 2024.*° On the
other hand, the planned coal phase-
out by 2038 is projected to increase
reliance on imported electricity.?** There is an
emerging trend:in 2024, net electricity imports
rose to 5% of total electricity demand, up from
2% in 2023.%2 Power grid connectivity and
capacity, as well as electricity market design,

to become more salient issues than gas
supply and its geopolitical context

are thus bound to become more salient issues
than gas supply and its geopolitical context in
the medium- and long-term.

8.3. INDUSTRY’S PERSPECTIVE

In Germany, energy independence is closely
linkedtothesurvival ofindustry. Itis particularly
energy-intensive: in 2021, it consumed 36% of
total natural gas sales, compared with 27% of
total industry consumption in the EU.%3 In fact,
energy-intensive industries, such as chemical,
metal, paper, and cement production, account
for 71% of Germany’s manufacturing energy
consumption.®*

29“Ausbau der Erneuerbaren,” Energie-Chronik.

250 ycia Colaluce, “Germany’s leadership in the energy
transition: lessons for Europe and the world,”
Strategic Energy Europe, 22 January 2025.

1Tobias Federico, “Sabotage at sea, Europe’s energy
under attack,” Montel, 5 February 2025.

252Moritz Zackariat, Katharina Hartz, and Fabian Huneke,
“The energy transition in Germany: state of play
2024, Presentation, Agora Energiewende, 10 January
2025.

23 Alexandra Gritz and Guntram Wolff, “Gas and energy
security in Germany and Central and Eastern Europe,”
Energy Policy, Vol. 184 (January 2024).

4Sverre Alvik, “Germany progressing towards an
affordable and secure energy system,” Forbes, 27
February 2025.

The IEA warns that Germany has no distinct
policy or roadmap to phase out natural gas
power generation, although there is a political
target of 100% fossil-free generation. The

Germany has no distinct policy or roadmap
to phase out natural gas power generation,

although there is a political target of 100%
fossil-free generation

shutdown of the gas power plants is thus
accompanied by concerns about generation
adequacy. The government’s earlier Power
Plant Strategy attempted to address this issue
by tendering new natural gas-fired power
plant capacity that could later switch
to hydrogen.”> Previous plans to
generate up to 20 GW by the turn of
the decade have now been scaled back
to 10 GW by 2032.%¢ The European
Commission, however, took issue with
the 20 GW under state-aid rules.

Germany covers around 5% of its gas demand
from domesticsupplies. Inarecentcontroversy,
the Federal Minister for the Environment,
Climate Action, Nature Conservation and
Nuclear Safety consented to a gas extraction
venture on the German-Dutch maritime
border only if the government put forward a
proposal to ban new oil and gas projects in
protected maritime zones. This suggests that
either domestic sources are unlikely to
contribute to greater energy independence or
that energy independence aspirations must be
balanced with environ-mental concerns.?’

Capacity auctions planned for 2026 have been
described by Katherina Reiche, the Federal
Minister for Economic Affairs and Energy, as an
important “first step towards the introduction
of a comprehensive, technology-neutral
capacity market” which will form the basis of
a secure electricity supply and a competitive
German industry. The Federation of German
Industries (Bundesverband der Deutschen

25|nternational Energy Agency (IEA), Germany 2025:
Energy Policy Review (IEA, 2025).

26 Julian Wettengel, “Germany scales back plans for
new gas-fired power plants,” Clean Energy Wire, 14
November 2025.

%7Benjamin Wehrmann, “German ministry tables ban
on new oil and gas projects in protected maritime
zones,” Clean Energy Wire, 3 December 2025.
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Industrie, BDI) has welcomed the auctions,
stressing the need for swift decisions on the
future power plant feed-in to ensure long-
term competitiveness and a reliable electricity
supply. It, however, called for reduced costs for
gas storage and electricity grid fees and taxes
to make prices more competitive and protect
German industry.?*®

A similar perspective was voiced by an
independent expert commission in its 2025
monitoring report on the German energy
transition. The commission stated that the
coal phase-out was proceeding as planned,
but a clear strategy for phasing out oil and gas
was needed, as the decline in fossil fuel use
would have significant effects on security of
supply.®® German utilities have also called for
“clear rules for orderly gas exit,” as the future
of the gas networks servicing 46% of municipal
utilities and local energy suppliers remained
unknown.2¢°

To protect the steel industry, the government
proposes lowering electricity prices. The
chancellor has stated that he “will make every
effort to reduce energy prices in Germany,”
suggesting that the steel industry will not
be viable in Germany without “an effective
reduction” in electricity prices.?®* The system
started in January 2026. The special electricity
price for the industries is an addition to the
government’s use of carbon price revenues
to reduce electricity costs for both companies
and households by at least 5 euro cents per
kWh.?62

The discussion coincided with the beginning
of the 2025-26 heating season, against the
backdrop of low gas storage levels (at 75%),
significantly lower than in previous years
when the threat of supply disruption was
high, prompting efforts to build up reserves.

Z8\Wehrmann and Wettengel, “Merz government’s first
100 days.”

9Julian Wettengel, “Germany needs gas and oil phase-
out strategies, coal exit on track for now — govt
advisors,” Clean Energy Wire, 10 December 2025.

20Julian Wettengel, “German local utilities urge clear
rules for orderly gas exit as many lack grid transition
plan,” Clean Energy Wire, 23 October 2025.

%61 Julian Wettengel, “Germany to protect steel industry,
lower electricity prices, and push EU carbon border
tariff reform,” Clean Energy Wire, 7 November 2025.

%256ren Amelang, Carolina Kyllmann, Benjamin
Wehrmann, and Julian Wettengel. “What Germany’s
aspiring coalition government agreement means for
climate and energy,” Clean Energy Wire, 22 April 2025.

The Initiative Energien - Speicher e.V. (INES),
the association of German gas and hydrogen
storage system operators, estimated that,
according to its modelling and given extreme
cold temperatures, storage facilities could be
depleted by mid-January. It did not go that far,
but the storage levels neared 30%. The shock
from the Iran war further highlighted the need
for future strategic reserves.?* This would
make imports even more critical, once again
emphasising the importance of connectivity to
global energy markets.?

8.4. POPULISM

As elsewhere across Europe, populist
sentiment is shaping climate and energy
debates in Germany. The far-right Alternative
for Germany (Alternative fiir Deutschland,
AfD) largely rejects abundant evidence of
man-made climate change and campaigns to
abolish climate-related targets and European
climate cooperation.?®® In the most recent
European elections, the AfD called man-made
climate change “an eco-socialist project.”?%¢
While polling at around 20% and being the
main opposition party in the Bundestag, the
AfD lacks significant national political influence
due to a strong bias across the German political
spectrum against cooperation with the far-
right.?®” However, the party has been growing
in strength at the state level, and its future role
in power-sharing at the federal level cannot
be completely ruled out, with concomitant
impact on energy and climate policies, as well
as energy connectivity strategy.

Furthermore, there is widespread local
opposition to wind power infrastructure. Yet,
a study by the Research Institute for
Sustainability finds that such resistance is
mainly local and driven by dissatisfaction with
decision-making processes rather than

263 )oey Grostern, “Germany’s gas storage industry calls
for strategic crisis reserve,” Clean Energy Write, 6
March 2026.

%4 Jack McGovan, “Germany enters heating season with
unexpectedly low storage level of gas,” Clean Energy
Wire, 18 November 2025.

25Ditte Brasso Sgrensen, Emmanuel Molding Nielsen,
and Anna Wentzer, The Green State of the Nation(s):
Germany (Think Tank EUROPA, 2025).

66| jsa Kuner, “Populist AfD ‘sand in the gears’ of German
climate efforts,” Clean Energy Wire, 24 May 2024.

%7Kuner, “Populist AfD.”
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populist attitudes.?®® Generally, the pro-
expansion sentiment prevails: YouGov
estimates support for continued expansion of
renewables at 80%, implying that populist
attacks on this sector are unlikely to succeed.?®®
However, only 5% of the German electorate is
in favour of the reinstatement of nuclear
power — often a preferred tool for
enhancing energy sovereignty,
embraced by both far-right and
mainstream parties in, for instance,
Sweden and across the CE countries.?’®

8.5. CONNECTIVITY

Germany is located in the centre of the
European electricity market and is therefore
well connected to its neighbours: Austria,
Belgium, Czechia, Denmark, France,
Luxembourg, the Netherlands, Poland,
Sweden, and Switzerland. Recent projects
include NordLink (1.4 GW capacity),
operational since 2021, which connects
Germany to Norway’s system, and NeuConnect
Interconnector (1.4 GW of capacity) between
Germany and the United Kingdom, due to
come online in 2028.%"*

Germany has historically been open to
collaboration with its neighbours and has
participated in a series of summits on
cooperation in the North Sea.?”? The 2025
coalition agreement called for these efforts
to be “intensified,” thus enabling increased
trade flows across the borders.?”? In Q3 of
2025, Germany’s electricity imports decreased
by 12%, whereas exports rose by almost 6%,
meaningthatthe negative trade balance shrank

268)6rg Radtke and David Low-Beer, “Unpacking local
energy conflicts: Drivers, narratives, and dynamics of
right-wing populism and local resistance to energy
transitions in Germany,” Energy Strategy Reviews, Vol.
61 (2025).

269 Jack McGovan, “Approval for energy transition

remains high in Germany as citizens see effects —
survey,” Clean Energy Write., 18 November 2025.

270“yYmfrage: Mehrheit der Deutschen fur Rickkehr zur
Atombkraft [Survey: Majority of Germans in favor of
returning to nuclear power],” Stern, 4 April 2025.

21EA, Germany 2025.

22\Nindindustrie in Deutschland, “2. Nordseegipfel:
‘Den Botschaften missen nun industriepolitische
MaRnahmen folgen!” [2nd North Sea Summit: ‘The
messages must now be followed by industrial policy
measures!’],” Press Release, 24 April 2023.

23Amelang et al., “What Germany’s aspiring coalition
government agreement means.”

by more than 30% compared to 2024.%* The
country is, nonetheless, expected to remain
a net importer, given its climate-neutrality
commitments and industrial demand. This
places connectivity at the heart of any viable
energy strategy, with or without connotations
of energy sovereignty.

Germany'’s national energy sovereignty is
impossible without alignment with the

broader European ambition

Notably, Germany’s national energy
sovereignty is impossible without alignment
with the broader European ambition. For
instance, Kreditanstalt fiir Wiederaufbau
(KfW), a state-owned development bank,
expressed strong support for a gas pipeline
between Spain and Germany as key to Europe’s
and Germany’s energy independence, saying:
“Only an energy policy with a truly European
dimension will allow us to avoid new historical
depen-dencies.”?”®* These two dimensions,
however, do not always sit in harmony and
may occasionally clash, especially if Germany
itself or its connectivity partners choose to
adopt a stance that does not align with a
common European interest but rather reflects
domestic dynamics.

8.5.1. THE HANSA POWERBRIDGE
CONNECTOR

Sweden’s rejection of the Hansa Powerbridge
connector (see Chapter 6) did not gain traction
in the German political debate, even though
it undermined aspirations to enhance intra-
EU connectivity as a measure to strengthen
European energy sovereignty. 50 Hertz, a
German TSO, pointed at “a missed opportunity
to strengthen the European internal electricity
market,” but stressed that it would not affect
the security of supply or system stability in the
50 Hertz grid.?’®

274Benjamin Wehrmann, “Germany sources two thirds of
public electricity from renewables in third quarter of
2025,” Clean Energy Wire, 8 December 2025.

25“Spain and Germany strengthen alliance, pressure
France on gas interconnector,” Euractiv, 6 October
2022.

276“Schweden lehnt Mega-Stromtrasse nach

Deutschland ab [Sweden rejects mega power line to
Germany],” Focus Online, 18 June 2024.
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The 2025 coalition agreement rejected splitting
Germany’s uniform power price bidding zone.
Although federal states in the north called for
reform, it was met with strong resistance from
the south, as fears arose that it would lead
to lower prices in the energy-abundant north
and higher prices in the industrial south. Given
that splitting would be a desired solution
for Sweden to avoid ‘price contagion’ in its
southern price zone, the cancellation was an
illustrative example of how internal pressures
in two countries could act as centrifugal
forces, undermining connectivity projects vital
to common European markets and energy
security.

8.5.2. A RESURRECTION OF NORD
STREAM 1 AND 27

Built against the advice of more geopolitically
attuned fellow EU member states, Nord
Stream and Nord Stream 2 were a perfect
example of how connectivity was advanced on
the basis of national interest, driven by an
industrial agenda and a naive foreign policy.

Nord Stream and Nord Stream 2 were a

perfect example of how connectivity was

advanced on the basis of national interest,
driven by an industrial agenda and a naive
foreign policy

It has eventually imploded due to Russia’s
aggression and now serves as a case study of
connectivity leveraged to advance the
geopolitical goals of a hostile power. However,
in some corners of the German industrial and
political establishment, there is still hope that
this pipeline could be resurrected (see
Chapter 4). This is further incited by the US
approaches to appeasing Russia and resetting
relations with Moscow on the back of the
peace deal in Ukraine.

In March 2025, some CDU lawmakers caused
a political uproar by welcoming the initiative
to repair and reopen the NS/NS2 pipelines.
In particular, Member of Parliament Thomas
Bareiss wrote on LinkedIn:

“When peace is restored and the weapons
fall silent between #Russia and #Ukraine (and
hopefully that will happen soon), relations will

normalize, the embargoes will be lifted sooner or
later and, of course, #gas can flow again, perhaps
this time in a #pipeline under US control.”?”’

However, this is not a mainstream view within
the CDU, and its coalition partner, SPD, rejected
this proposal.?”® So far, only the AfD has called
for repairing the Nord Stream and licensing
the Nord Stream 2 to resume gas imports
from Russia.?”® The German Council of Foreign
Relations (DGAP), too, cautioned against
“the current considerations of individual US
investors to include Nord Stream 2 - and
thus the purchase of Russian natural gas —in
negotiations on ending the war in Ukraine.”?°
The DGAP instead recommended a consistent
de-risking approach to German energy policy.

In February 2025, Handelsblatt reported that
industry insiders were discussing using parts
of Nord Stream 2 for hydrogen deliveries
from Finland. The government, however,
denied the reports.®! While repurposing of
the existing gas infrastructure for hydrogen
transportation is in line with strategic thinking
and planning across much of Europe, the NS/
NS2 have become geopolitically toxic
to constitute a viable part of future
connectivity. It is likely to persist if a
stronger European energy sovereignty
and a weaker influence of predatory or
hostile powers on its energy security
will remain among the objectives.

8.5.3. HYDROGEN

Hydrogen is key to industrial decarbonisation,
with 5-10 GW of domestic capacity planned
by 2030, according to the National Hydrogen
Strategy. The total forecasted demand is
195-130 TWh by 2030.%2 About 50-70% of
this will be covered by imports, so Germany

277Ben Knight, “Germany debates proposal to re-open
Nord Stream pipelines,” Deutsche Welle, 27 March
2025.

278 Knight, “Germany debates proposal.”.

29 AfD-Fraktion im Deutschen Bundestag,
“Energieversorgung gewahrleisten — Nord Stream
reparieren, 6ffnen, sichern [Ensuring energy supply —
repairing, opening, and securing Nord Stream],” AfD
Bundestag, 12 October 2022.

280Schulz et al., “Energy Policy Between War and Peace.

281 Jylian Wettengel, “German government and industry
consider return of Nord Stream pipeline — media
report,” Clean Energy Wire, 5 February 2025.

22Hyunju (Laeticia) Ock and Chetna Hareesh Kumar,
“Unpacking Germany’s hydrogen import strategy:
Three considerations for Global South partners,” New
Climate Institute, 7 August 2024.
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has engaged in hydrogen diplomacy, seeking
partners both in Europe and beyond.?® In
the short term, Germany is open to receiving
hydrogen via maritime routes; however,
pipelines remain the most competitive option
in the long term.

The hydrogen import strategy includes an
ambition for a cross-border pipeline between
Denmark and Germany, a feasibility study for a
pipeline between Norway and Germany, talks
with the UK on a pipeline, and discussions
about Germany-the Netherlands and
Germany—Belgium interconnectors. The Baltic
region, too, is within its purview: the offshore
Baltic Hydrogen Collector and an onshore
pipeline through the Baltic states and Poland
to Finland are of major interest; however, they
will remain dependent on the availability of
renewable energy surpluses across the region.
In addition, the H2Med pipeline will link
Germany with Spain, Portugal, and, possibly,
Morocco, while the Southern Corridor
will create a connection between
Algeria, Tunisia, Italy, Austria,
Switzerland, and Germany.%*

In early December 2025, Germany
announced that it would subsidise Denmark’s
hydrogen projects with up to €1.3 bn through
the European Hydrogen Bank auction.?® This
breathes new life into the plans to export
Danish hydrogen to the German industry
and strengthens future connectivity between
Germany and its northern neighbour.

83“Germany (ONTRAS, OGE and GASCADE),” Country
Narrative, European Hydrogen Backbone, accessed on
27 February 2026.

4Federal Government of Germany, Import Strateqy for
Hydrogen and Hydrogen Derivatives (Federal Ministry
for Economic Affairs and Climate Action (BMWK), July
2024).

25| eigh Collins, “Green hydrogen projects in Denmark in
line for up to €1.3bn of German government funding
in new EHB auction,” Hydrogen Insight, 4 December
2025.

CONCLUSION

Germany’s interpretation of  energy
independence has undergone a profound
transformation since Russia’s invasion of
Ukraine. For two decades, supply security
ranked below climate ambition and
competitiveness in the Energiewende’s
strategic priorities. Yet the abrupt loss of
Russian gas, which previously accounted for
more than half of German imports, forced a
rapid reorientation centred on sovereignty,
diversification, and industrial survival. Berlin
responded with an unprecedented LNG build-
out, new long-term contracts, and a legal
elevation of renewable expansion for “public
interest.” But ending one dependency has
created new ones: US LNG now dominates
Germany’s gas supply, prompting concerns in
both government and expert circles about
strategic vulnerability and the risk of repeating
past mistakes.

Political attention is increasingly focused on

Energy independence in Germany s
inseparable from industrial policy. Highly
energy-intensive sectors have lobbied the
government to subsidise electricity prices,
triggering capacity-market reforms and a
clearer strategy for the gas exit to safeguard
competitiveness during the coal phase-out
and nuclear retirement. Connectivity remains
a structural necessity for Germany’s central
position in the European grid, yet political
attention is increasingly focused on managing
price pressures rather than on new
interconnectors.
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Dependence on Russian energy has been

treated less as a commercial exposure and

more

9. ENERGY
INDEPENDENCE IN THE
POLISH CONTEXT

Izabela Surwillo

Russia’s full-scale invasion of Ukraine in 2022
pushed the EU to reduce dependence on
Russian fossil fuels, diversify supply routes,
and accelerate the energy transition. For
Poland, however, these shifts reinforced a
trajectory already visible since the mid-2000s,
when energy policy became increasingly
securitised and ‘energy sovereignty’ emerged
as a dominant organising principle. Across
parties and governments, dependence on
Russian energy has been treated less as a
commercial exposure and more as a strategic
vulnerability.

as a strategic vulnerability

Although the language of energy sovereignty
is widely shared, its meaning differs across
sectors. In the context of gas, new
interconnectors and LNG capacity were framed
as essential tools for regaining sovereignty
from Russia. In the electricity sector, by
contrast, market coupling, foreign ownership,
and imported power have often been
portrayed as challenges to domestic industry
and state control. Similar sensitivities surface
in the politics of coal and nuclear technology,
as well as in attitudes towards the role of
state-owned energy companies.

These sector-specific interpretations deter-
mine where connectivity is embraced as an
instrument of sovereignty and where it is
resisted as a constraint. Against this backdrop,
this chapter maps (1) how energy
independence is understood across Poland’s
key energy sectors; (2) how these
interpretations influence policy preferences;
and (3) what implications they carry for
regional cooperation and European energy-
market integration.

9.1. HISTORICAL CONTEXT

After the collapse of the Soviet Union, Poland
remained dependent on Russian oil and gas
through long-term contracts and a pipeline
network. The 1996 contract with Gazprom —
later renegotiated but still characterised by
restrictive take-or-pay clauses and limited
re-export possibilities — was quickly framed
domestically not just as a bad business deal,
but as a genuine threat to national energy
security and even sovereignty.?® This was the
point at which dependence on Russian fossil
fuels shifted from an economic to a political
problem.

The Ukrainian gas crises of the 2000s —
most notably in 2006 — marked another
turning point. Gas cut-offs affecting several
EU states triggered an alarm in Warsaw,
and strengthened arguments that
energy policy should be treated as
part of national security. Energy
security analysis and crisis planning
were moved into the purview of the
President and the National Security
Bureau, and the 2007 National Security
Strategy explicitly incorporated energy
security as a priority.2®’

Inthe decades that followed, this securitisation
of energy policy led to: (1) diversification of
energy supply routes, especially in the gas
sector; (2) consolidation of the country’s
mainstream energy security narrative that
centres around the concept of energy
sovereignty.

9.2. PERCEPTIONS

Although energy independence in Poland
is consistently framed through the lens
of sovereignty, its meaning varies across
the energy sector. The same political and
institutional actors may view cross-border
connectivity as strengthening sovereignty in
one domain (e.g., gas diversification away from

86Grzegorz Pawelczyk and Piotr Kudzia, “Nabici w rure
[Impaled in the pipel,” Wprost, 15 August 1999.

7M. Lason, “Polska wobec wyzwan bezpieczenstwa
energetycznego [Poland facing the challenges of
energy security],” in Miedzynarodowe Bezpieczeristwo
Energetyczne w XXI Wieku [International Energy
Security in the 21st Century] (Oficyna Wydawnicza
AFM, 2008), 238-45.
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While the energy sovereignty paradigm is
most visible during PiS’s time in office, there

was a certain continuity in Polish energy policy

Russia) but, at the same time, as undermining it
in another (e.g., electricity imports challenging
domestic coal or limiting state control). These
sector-specific interpretations shape how
energy independence is operationalised and
determine where connectivity is welcomed,
tolerated, or resisted.

9.2.1. A SHARED POLITICAL GOAL

The protectionist instincts, as far as the Polish
energy sector is concerned, have been most
closely associated with the right-wing of the
political spectrum and right-leaning experts
and analysts. The Law and Justice Party (Prawo
i Sprawiedliwos¢, PiS), during its time in power
(2005-07; 2015-23), pursued a
security-focused energy policy aimed
at lower dependence on Russian
sources, diversification, and stronger
state controlovercriticalinfrastructure
and strategic companies. However,
even though Donald Tusk-led governments
(2007-14; 2023—present) adopted a more
market-oriented, EU-aligned climate policy,
the importance of diversification prevailed.
While the energy sovereignty paradigm is most
visible during PiS’s time in office, there was a
certain continuity in Polish energy policy over
the years (e.g., with PiS-initiated LNG terminal
in Swinoujscie plans proceeding after 2014).

Moreover, there was an early consensus in
Poland that overreliance on Russia as an
energy supplier was dangerous. Following
Russia’s annexation of Crimea in 2014, Prime
Minister Tusk publicly proposed creating an
“Energy Union” to strengthen Europe’s energy
security, reduce dependence on Russian gas,
diversify supply, and coordinate procurement.
This idea was later expanded and reshaped
by the European Commission.?® Although
the rationale of energy sovereignty has been
frequently employed in the domestic context,
in the European arena, it is the idea of energy
solidarity that has been promoted, and

28 Jan Strupczewski, “Polish PM calls for EU Energy Union
to end dependence on Russian gas,” Reuters, 21 April
2014.

projects seen as undermining this solidarity
(e.g., the Nord Stream pipeline) met with
harsh criticism in Warsaw.?*

9.2.2. DIVERSIFICATION

As Russia always featured prominently in
Poland’s campaign towards energy
independence, finding alternatives to Russian
supplies became an immediate priority. The
securitised energy agenda of the mid-2000s
gradually vyielded concrete diversification
projects, especially in the gas sector — the
hardest area to diversify and thus Poland’s
greatest vulnerability to Russian supply
dependence.

The securitised energy agenda of the

mid-2000s gradually yielded concrete
diversification projects

The LNG terminal in Swinoujécie, operational
since 2016, has made Poland one of the few
central and eastern European states with
its own LNG import capacity.”® This was
supplemented by the Gas Interconnection
Poland-Lithuania (GIPL), inaugurated in 2022;
it linked Poland to the Baltic gas market and,
through access to the Klaipéda LNG terminal,
opened an additional non-Russian import
route.”®> At the same time, Poland
expanded its gas interconnectors
with Slovakia and Germany, while the
Baltic Pipe, also launched in 2022,
created a new corridor enabling the
flow of Norwegian gas via Denmark.?*?
Ironically, the drive for independence from a
single supplier required greater connectivity
with others. By 2024-25, Poland had the
potential to become a key transit country in a
north-south gas corridor from the Baltic region

28 Jarzy Marek Nowakowski, Dominika Cosi¢, Marta Fita-
Czuchnowska, and Monika Michaliszyn, “Energetyczna
Zimna Wojna [Energy Winter War],” Wprost, 14 May
2006; “Andrzej Duda: nie tak powinna funkcjonowaé
wspolnota [Andrzej Duda: this is not how a
community should function],” tvn24, 12 October 2018.

20Milan Hudak, Klara Cermakova, BoZena Kadetabkova,
Irina Alina Popescu, and Daniel Balsalobre-Lorente,
“From Fragmentation to Integration: Gas Market
Convergence in Central and Eastern Europe in the
Aftermath of the EU Energy Crisis,” Energy Policy 208
(January 2026).

21Hudék et al., “From Fragmentation to Integration.”

22Hudak et al., “From Fragmentation to Integration.”

THE TIES THAT BIND

58



https://www.reuters.com/article/world/polish-pm-calls-for-eu-energy-union-to-end-dependence-on-russian-gas-idUSBREA3K19Q/
https://www.reuters.com/article/world/polish-pm-calls-for-eu-energy-union-to-end-dependence-on-russian-gas-idUSBREA3K19Q/
http://www.wprost.pl/ar/90039/Energetyczna-zimna-wojna/
http://www.wprost.pl/ar/90039/Energetyczna-zimna-wojna/
https://tvn24.pl/swiat/duda-na-spotkaniu-grupy-wyszehradzkiej-ra875629-ls2389039
https://tvn24.pl/swiat/duda-na-spotkaniu-grupy-wyszehradzkiej-ra875629-ls2389039
https://doi.org/10.1016/j.enpol.2025.114904
https://doi.org/10.1016/j.enpol.2025.114904
https://doi.org/10.1016/j.enpol.2025.114904

CDs

RAHVUSVAHELINE KAITSEUURINGUTE KESKUS
INTERNATIONAL CENTRE FOR DEFENCE AND SECURITY
EESTI - ESTONIA

to central Europe, with the possibility to assist
neighbouring states in emergencies.?*?

Having embarked on the diversification path
before 2022, Poland phased out Russian coal
(2022), pipeline gas (2022), and ended direct
contractual imports of Russian oil and LNG by
2024-25.%* While supply routes have been
diversified, with gas imports now coming
mostly from Norway, the US, and Qatar, and
oil imports from Saudi Arabia, the US, and
Norway, Poland’s main vulnerability remains
its reliance on a small number of suppliers.?®

Poland'’s main vulnerability remains its

reliance on a small number of suppliers

9.2.3. CONSOLIDATION OF STATE
CONTROL

Domestically, Polish energy policy was
characterised by a preference for strong
governmental control over energy-sector
decision-making, centred on large power-
generation units. Under the PiS rule in the
2000s, some critical voices pointed out that
while protecting its domestic monopolies,
Warsaw was blocking the entry of other
European players to the Polish energy
market.?®® As one energy expert noted, it was
an ultimate reflection of the Polish “ideological
dogma that only the state-controlled
monopoly PGNIG [Polskie GArnictwo Naftowe i
Gazownictwo] can ensure our security of gas
supply.”®” This preference for strong ties
between the government and big energy
players remains. In recent years,

23Gilles Lepesant, “Between the Baltic and the Balkans,

the New Geopolitics of Gas,” Schuman Papers No. 775,
Fondation Robert Schuman, 14 January 2025.

2%4“phase-out” is used here in line with Polish
government and state-company reporting to denote
the end of direct contractual imports from Russia.
This does not exclude limited indirect exposure via
third-country coal sourcing or EU oil and LNG market
circulation; Kacper Kwidzinski and Marcin Dusito,
Transformacja Energetyczna w Polsce. Edycja 2025
[Energy transformation in Poland. Edition 2025]
(Forum Energii, 2025).

2%Kwidzirski and Dusito, Transformacja Energetyczna.

%6 Andrzej Szczesniak, “O co chodzi unii w sporze
gazowym miedzy Polska a Rosjg? [ What does the
EU want in the gas dispute between Poland and
Russia?],” in Bezpieczeristwo Energetyczne — Rynki
Surowcow i Energii [Energy security -- markets of raw
materials and energy] (Wydawnictwo Wyzszej Szkoty
Bezpieczenstwa, 2011), 42.

27 Addam Grzeszak, “Zima: wraca temat gazu [Winter: the
gas issue returns),” Polityka, 13 October 2009.

state-controlled energy firms consolidated
into a larger entity. The merger of PKN Orlen
and PGNiG in 2022 integrated oil, gas, and
power operations under one dominant, mostly
state-owned champion and was justified on
the grounds of enhancing investment
opportunities and Poland’s energy security.?*®

When it comes to purchasing technology
for strategic projects such as nuclear energy
development, there has been sustained
political backing for cooperation with trusted
allies, such as the US and Canada; yet the
Polish state remains central to
decision-making.?*® Moreover, in April
2025, Prime Minister Tusk called for
the “re-Polonisation” of the economy,
market, and capital, encouraging state
enterprises to partner with domestic firms. He
further stressed that Polish businesses must
participate in projects vital to the national
economy and called for strict reporting on
investments by the State Treasury—owned
companies. For instance, he projected that
up to €12.5 bn (53 bn zt) could flow to Polish
companies involved in the first nuclear power
plant project.3%

9.2.4. SOVEREIGNTY VS FOREIGN
INFLUENCE

In contrast to efforts to ensure gas supply
security, which required numerous new
infrastructure projects and cooperation with
external partners, any perceived direct or
indirect foreign interference in domestic
energy policy planning or in the control of key
energy sectors was often viewed negatively.
This scepticism extended even to western
involvement, frequently invoking the deeply
rooted rationale of energy sovereignty.

It was perhaps most obvious in the coal sector.
Its historical role in post-war industrialisation
and its symbolic status as Poland’s ‘black
gold’ have, for years, sustained a narrative
that domestic mining equals sovereignty,

298“pGNiG and PKN ORLEN move closer to merger,” Orlen
Upstream Norway AS, 29 July 2022.
29 Anna Wlodarczak-Semczuk, Pawel Florkiewicz, and

Alan Charlish, “Poland and Canada sign nuclear power
cooperation agreement,” Reuters, 28 January 2025.

300Alicja Podskoczy, “Donald Tusk: Koniec naiwnej
globalizacji. Czas na repolonizacje polskiej
gospodarki [End of the naive globalisation. Time
for repolonisation of the Polish economy],”
Rzeczpospolita, 15 April 2025.
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Connectivity was perceived as a threat to

while imported fuels equal vulnerability.
This, coupled with traditionally strong ties
between the central government and coal-
mining regions, has complicated Poland’s
decarbonisation agenda, regardless of the
political party in office. For instance, Donald
Tusk stated in 2014 that:

“In the EU’s eastern states, Poland among them,
coal is synonymous with energy security. No
nation should be forced to extract minerals but
none should be prevented from doing so — as
long as it is done in a sustainable way.”3%

Four years later, then-President Andrzej Duda
(PiS) described the mining industry as a pillar
of the Polish economy that underpinned both
energy security and, to a large extent, the
country’s energy sovereignty.3®> Reflecting
similar concerns, a group of mostly right-wing
MPs established a Parliamentary Group on
Energy Sovereignty in April 2021, aimed at
preserving coal’s central role in the energy
mix and avoiding dependence on Russian
gas or electricity imports from Germany.3® In

local jobs and regional stability

line with this view, connectivity — especially
electricity interconnectors that might bring in
cheaper power from Germany or neighbouring
states rich in renewable energy sources (RES)
— was perceived as a threat to local jobs and
regional stability.3®* The EU climate policy
was thus portrayed as a foreign imposition
and a threat to Polish mining and energy
sovereignty, feeding both protectionist and
populist rhetoric.3%

301Strupczewski, “Polish PM calls for EU Energy Union.”

322 Anna Trojanowska, “Prezydent: Jedyna drogg do
suwerennosci energetycznej jest atom [President: The
only road to energy sovereignty is nuclear],” wnp.pl,
23 April 2021.

303“\W Sejmie powstat zespot ds. suwerennosci
energetycznej. Przeciwko ,ideologicznej
dekarbonizacji” [A task force for energy sovereignty
has been established in the Sejm. Against ,ideological
decarbonisation”],” Energetyka 24, 22 April 2021;
Barbara Oksinska, “W Sejmie powstat zespot ds.
Suwerennosci energetycznej [A task force for energy
sovereignty was established in the Sejm],” energia.
rp.pl, 19 April 2021.

304Monika Scislowska, “Polish miners, power workers,
protest shift away from coal,” AP News, 9 June 2021.

305pjotr Zuk and Kacper Szulecki, “Unpacking the
Right-Populist Threat to Climate Action: Poland’s
pro-Governmental Media on Energy Transition and
Climate Change,” Energy Research & Social Science 66
(August 2020).

A similar rationale prevailed in the context of
shale-gas exploration, which began around
2009-10, when seismicstudies and exploration
licences were rapidly issued, and large
potential reserves were touted.3*® During this
period, PiS figures and allied commentators
framed shale gas as a national asset that
should not fall under foreign control and as a
potential pillar of Poland’s energy security.3"’
Despite this early enthusiasm, Poland’s shale
gas reserves proved disappointing, and major
foreign energy companies had withdrawn by
2015.

There was also a perception in governmental
circles that foreign countries and interest
groups might undermine Polish nuclear
energy plans that resurfaced in 2005. The
Internal Security Agency was thus involved
in the development of the nuclear energy
programme from the outset, looking into
both internal and external threats.?® The
national discourse surrounding nuclear
energy plans also reflected this mainstream
rhetoric. Piotr Naimski, then serving
as the government plenipotentiary for
strategic energy infrastructure, stated
in 2019 that:

“If we do not build new capacities on the basis,
Poland will lose its energy sovereignty in a short
time, because we will be confined to energy
sources from outside of Poland and out of Polish
control. In our fundamental security strategy, we
assume that this cannot happen.”3®

Moreover, the EU’s financial support schemes
— which, at the time, excluded nuclear
generation — were seen by some as a German
dictate. For instance, the president of the Civic
Movement for Nuclear Energy (Obywatelski
Ruch na rzecz Energetyki Jgdrowej) criticised
it, saying:

306 Mirostaw Rutkowski, “Shale Gas in Poland,” SHIP -
Shale Gas Information Platform, May 2013.

307 Adam Grzeszak, “Kto ma racje w sprawie gazu
tupkowego? [Who is right about shale gas?],” Polityka,
12 October 2011.

3%8Trine Villumsen Berling and Izabela Surwillo,
“Technification and Securitisation: The Mechanism
of “Rendering Technical” in Polish Nuclear Energy
Politics,” Millennium 51, no. 3 (2023): 711-38.

309pjotr Naimski, “Polska musi zachowac suwerennosc
energetyczng. Nie obedzie sie bez atomu [Poland
must maintain energy sovereignty. Nuclear power is
essential],” Business Alert, 6 November 2019.
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“The behaviour of Germany is unacceptable and
constitutes a clear interference in the energy
sovereignty of other countries, trying to influence
their decisions on strategic plans.”3%°

Such comments echoed earlier PiS-aligned
think-tank voices claiming that the EU’s climate
agenda exploited “ecological tools” to advance
the economic interests of wealthier western
states seeking to sell their green technologies
in the CE region.?!!

9.2.5. UNAVOIDABLE
INTERCONNECTIVITY

power plants, and no new ones would be
built. The government also feared price hikes
once Poland became dependent on imports,
supply issues if neighbouring countries faced
shortages, and disruptions to foreign supplies
during conflicts.3®®> Moreover, there were
instances in which German north—south
grid bottlenecks pushed excess wind power
through Poland toward southern Europe,
overloading the Polish grid and threatening its
ability to import emergency electricity.3®

Sovereignty framing has often prioritised

control over exposure to price signal

These tensions were at times even
more visible in the electricity sector, where
integration into the EU market has progressed
more rapidly and where Poland has far less
unilateral control. Poland’s electricity system
has been embedded in European market
structures through the Single Day-Ahead and
Intraday Coupling (SDAC/SIDC) mechanisms,
which  align  price formation  across
interconnected EU grids. High-capacity links
with Germany and Czechia play a central
stabilising role in Poland’s grid and often
introduce cheaper imported electricity into
the system.3? This reinforced domestic
concerns about competitiveness and sove-
reignty across the Polish political spectrum in
the past.

For instance, in 2016, the government stated
that it would work to limit unfavourable
electricity imports, as they harmed the Polish
mining industry.3!®* Politicians and energy
ministry officials argued at the time that
although cheaper imports helped consumers,
they also undermined energy security.?'*In the
same vein, imports would sideline domestic

310Jerzy Lipka, “Atom w Polsce i geopolityka [Nuclear in
Poland and geopolitics],” biznesalert.pl, 7 December
2020.

311|zabela Surwillo, Energy Security Logics in Europe:
Threat, Risk or Emancipation? (Routledge, 2019); Jerzy
Lipka, “Czy co$ tgczy energetyke jgdrowg z Konstytucja
3 maja? [Is there anything between nuclear energy
and the May 3rd Constitution?],” Biznesalert.pl, 6 May
2021.

312“polska w potrzasku zaktadnikiem energetyki
weglowej? Wyijgtkowo wysoki import energii [Is
Poland trapped hostage to coal-based energy?
Exceptionally high energy imports],” GLOBEnergia, 7
February 2023.

313Barttomiej Derski, “Polska ponownie bedzie
importerem pradu [Poland will once again be an
electricity importer],” Wysokie Napiecie, 22 May 2016.

314Derski, “Polska ponownie bedzie importerem.”

In practice, this sovereignty framing has often
prioritised control over exposure to price
signals, even in cases where deeper market
integration can reduce volatility and consumer
costs through greater liquidity, diversification,
and shared balancing across interconnected
systems.

Despite certain challenges, the
interconnectedness of the electricity system
remains necessary and continues to improve.
Poland has invested in its offshore wind sector,
with ambitions to generate up to 18 GW and
multiple projects in the Baltic Sea.?'” In this
context, the Polish domestic wind industry
players stressed that urgent steps are required
to build and modernise transmission lines
linking offshore wind farms in the Baltic Sea,
enhance interconnections with other Nordic-
Baltic countries, streamline permitting
procedures, and develop port infrastructure.3®

Poland emerged as a critical transit country
for the Baltic states’ synchronisation with
the CEN in 2025, which deepened functional
interdependence across the region.?® The
planned overland electricity Harmony Link

315Derski, “Polska ponownie bedzie importerem.”

316Barttomiej Derski, “Przeptywy kotowe - o co tyle
hatasu? [Circular flows - what’s all the fuss about?],”
Wysokie Napiecie, 1 February 2016.

317Rossitsa Vachkova, “Poland’s president ratifies act on
offshore wind farms,” Renewables Now, 5 November
2025.

318“Offshore service ports to drive local content in
Poland,” Polskie Stowarzyszenie Energetyki Wiatrowej
(PSEW), 26 May 2022; Maja Moskal, “PSEW2025:
Wind industry calls for a united voice for a safe
Poland,” Baltic Wind, 11 June 2025.

313“E|ectricity systems of Baltic states synchronised with
the system of continental Europe,” Ministry of Climate
and Environment of Poland, 2 September 2025.
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Poland’s scope for translating sovereignty-
driven preferences into unilateral policy

choices is constrained by EU market rules

between Poland and Lithuania, scheduled
to become operational in 2030, is intended
to improve power supply reliability in
northeastern Poland and enable electricity
exchange in the region.3?°

According to the Polish TSQO’s (Polskie Sieci
Elektroenergetyczne, PSE) latest Transmission
Grid Development Plan for 2025-34, the PSE’s
investments focus on large-scale internal
reinforcement of the national transmission
system.??! This includes extensive construction
of new 400 kilovolt (kV) lines, modernisation
and expansion of substations, and the
development of north—south and east—-west
transmission corridors. The latter should meet
rising electricity demand and integrate major
new generation capacity: offshore and onshore
renewables, planned nuclear units, and large
industrial loads. These internal reinforcements
will also improve conditions for cross-border
exchange on Poland’s synchronous interfaces
with Germany, Czechia, and Slovakia by
reducing internal bottlenecks and increasing
the system’s ability to handle higher import
and export flows.

and legal obligations

Atthe same time, Poland’s scope for translating
sovereignty-driven preferences into unilateral
policy choices is constrained by EU market
rules and legal obligations, particularly
in electricity, where market coupling and
coordinated capacity allocation are structural
features rather than optional policy choices.

The PSE stated in May 2025 that current
analyses do not indicate a need to implement
cross-border maritime connections with
Poland in the Baltic Sea region in the 2040-50
timeframe. Nevertheless, Poland cooperates
with TSOs of the other seven Baltic Sea
states and participates in the Baltic Offshore
Grid Initiative, a regional platform for joint

320Barbara Blaczkowska, “PSE zbudujg wazng dla Polski i
Litwy linie kablowg [PSE will build an important cable
line for Poland and Lithuania],” Gramwzielone.pl, 19
February 2025.

321polskie Sieci Elektroenergetyczne, Integrated Impact
Report (PSE, 2023).

planning, analysis, and coordination of
offshore wind development and future grid
infrastructure in the Baltic Sea.??? Interestingly,
similarly to other sectors, the government
frames the development of offshore wind as
key to Poland’s energy sovereignty.3?

9.2.6. HYDROGEN

In contrast to the electricity sector, Polish
policy approaches to future hydrogen projects
have so far more closely resembled the
rationale applied in the gas sector. Poland is
the third-largest producer of hydrogen in the
EU, and almost all of it comes from fossil
fuels.?** Former Deputy Minister Ireneusz
Zyska noted in 2020 that the increased share
of hydrogen in Poland’s energy mix would
significantly reduce the import of raw
materials, while strengthening independence
and energy security.3® The Polish Hydrogen
Strategy sets out an ambition to develop a

domestic hydrogen economy by expanding
infrastructure, building workforce
competencies, and fostering domestic
technological capabilities, with

implementation expected to involve
major national energy companies
alongside public institutions.??® At the
same time, regional projects that
would connect Poland to its
neighbours are presented favourably
in official communication. The Polish
state-owned company Gaz-System
emphasised that the Nordic-Baltic Hydrogen
Corridor (NBHC), developed jointly with
transmission system operators from Finland,

322Barbara Blaczkowska, “PSE: Polska nie potrzebuje
morskich interkonektorow [Poland does not need
maritime interconnectors],” Gramwzielone.pl, 5 May
2025; “Eight Baltic Sea TSOs publish roadmap for
offshore Baltic Power Grid,” HVDC World,13 May
2025.

323“BSOWS 2025: Paulina Henning-Kloska - offshore wind
is key to Poland’s energy sovereignty,” Baltic Wind, 11
March 2025.

324Marcin Karwowski, “Czy czeka nas wodorowa
rewolucja? Polska w czotowce produkcji [Are we in for
a hydrogen revolution? Poland is at the forefront of
production],” Portal Biznes Alert, 10 November 2025.

325Ministry of Climate and Environment of Poland,
“Podpisanie listu intencyjnego o ustanowieniu
partnerstwa na rzecz budowy gospodarki wodorowej
[Signing of a letter of intent to establish a partnership
for building a hydrogen economy],” 7 July 2020.

326Ministry of Climate and Environment of Poland, Polska
Strategia Wodorowa Do Roku 2030 Z Perspektywq Do
Roku 2040 [Polish hydrogen strategy until 2030 with
a perspective until 2040] (Ministry of Climate and
Environment, 2021).
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Estonia, Latvia, Lithuania, and Germany, aims
to strengthen regional energy security, reduce
dependence on fossil fuel imports, and
contribute to the decarbonisation of the
economy.??’ Local participants have duly noted
its significance for domestic energy security.3?®
As such, similar to developments in the gas
sector, official communication on hydrogen
infrastructure projects deems them consistent
with Poland’s broader energy security strategy.

CONCLUSION

For Poland, the question is not whether to
integrate, but how to frame and manage

This analysis illustrates that Polish
debates on energy independence
remain deeply shaped by the logic of
energy sovereignty, yet its practical
meaning varies markedly across
sectors. Connectivity is endorsed —
and even actively pursued — where it aligns
with the goal of reducing strategic dependence
(e.g., in gas). However, it becomes politically
contentious where it is seen as challenging
incumbent domestic sectors, weakening state
steering capacity, or exposing Polish markets

327“Nordycko-Battycki Korytarz Wodorowy [Nordic-Baltic
Hydrogen Corridor],” Projects, Gaz System, accessed
on 1 March 2026.

328“Nordycko-Battycki Korytarz Wodorowy kluczowy dla
bezpieczenstwa Polski [The Nordic-Baltic Hydrogen
Corridor is crucial for Poland’s security],” PortalMorski.
pl, 6 December 2025.

to external price dynamics (e.g., in electricity).
At the same time, the structural direction of
Europe’s energy system is clear. The growth
of offshore wind, the scale of required
grid expansion, nuclear investment, rising
electricity demand, and the need for system
flexibility all mean that no EU member
state can ensure long-term energy security
without deeper interdependence. For Poland,
the question is, therefore, not whether to
integrate, but how to frame and manage
integration so that it supports domestic

integration so that it supports domestic
priorities and remains politically sustainable

priorities and remains politically sustainable.
Ultimately, aligning Poland’s sovereignty-
focused energy narrative with the structural
realities of aninterconnected European system
will determine the credibility and resilience of
its long-term energy strategy.
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Lithuania is one of the best-connected energy

10. LITHUANIA TAKES A
PAUSE TO REFLECT

Tomas Janelitinas

More than ten years ago, Lithuania, along
with the other Baltic countries, was an energy
island within the EU, relying on Soviet-era
connections with Belarus and Russia and
dependent on Russian energy imports. Today,
Lithuania is one of the best-connected energy
markets in the EU and on the path to becoming
a regional energy hub. In 2025, Lithuania’s
interconnectivity level with other EU countries

markets in the EU and on the path to
becoming a regional energy hub

in the electricity sector (calculated as the
ratio of import interconnections capacity and
generation capacity) was 39%, i.e., higher than
in 19 other EU member states.??® Electricity
connections to Sweden through the NordBalt
(700 MW submarine power cable) and to
Poland via the LitPol Link (500 MW), both
operational since the end of 2015, opened
access to the NordPool energy market and
facilitated trade with Poland. However, as part
of the Soviet-era electricity system
IPS/UPS, Lithuania maintained its
overall dependence on Russian and
Belarusian electricity imports. Despite
operating an oil terminal since 1999
and an LNG terminal since 2014, most
gas and oil imports still originated from
Russia. In 2020, Lithuania had the EU’s
highest proportion of its energy needs met by
Russian imports, at an astonishing 96.1%.33°

With these figures in mind, it was a remarkable
turn when, in 2022, Lithuania announced that
it would cease all Russian energy imports and
became the first EU country to declare itself
free of Russian energy just three months
after the Russian full-scale military invasion
of Ukraine.®®* Such a rapid transition was

3European Commission, “Electricity interconnection
targets,” Infrastructure, accessed on 3 March 2026.

330“Archive: EU energy mix and import dependency,”
Eurostat, accessed on 4 March 2022.

3lGjedre Peseckyte, “Lithuania now fully independent of
Russian energy,” Euractiv, 24 May 2022.

enabled by the pre-existing links with regional
electricity grids and access to global LNG and
oil markets. After the gas pipeline with Poland
(GIPL) became operational in May 2022, the
Baltic states and Finland were connected to
continental Europe through the gas network.
In 2025, the final major energy connection
project — the synchronisation of the Baltic
electricity systems with the CEN — marked
the end of a long journey of interconnecting
energy markets and systems with the EU.

Now that Lithuania has achieved its long-
term goal of full energy independence from
Russia, new challenges lie ahead. First of all,
Vilnius seeks to minimise its lingering
dependency on imports and boost
domestic power generation. Here,
Lithuania faces a strategic impasse:
either maintain the current near-
optimal energy mix and connections
or move forward and confront new challenges.
The key strategic decisions revolve around
balancing the supply side (potential new
generation and connection projects) with the
electricity demand side (e.g., data centres
or green hydrogen generation). Yet the
political balance between the state, which
is formulating new strategic energy policy
targets, and major shareholders, who seek
to preserve their profits, remains unclear.

Lithuania faces a strategic impasse: either
maintain the current near-optimal energy

mix and connections or move forward and
confront new challenges

Today, Lithuania seems to have paused before
entering a new strategic phase — redefining
what kind of energy independence and
connectivity ambitions it should pursue.

10.1. INDEPENDENCE AND
AMBITIONS

The Lithuanian energy strategy, like all such
strategies since 2007, is titled the National
Energy Independence Strategy. However, the
meaning of independence, as understood by
energy policy planners (the state), refers to a
specific goal to achieve energy independence
from Russia. Russian energy dominance in
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Lithuania was seen as a strategic, and even
existential, threat to Lithuania. This so-
called ‘securitisation of energy connections’
allowed Lithuanian institutions to concentrate
financial and political resources on projects
such as the LNG terminal (symbolically titled
Independence) and synchronisation with
the CEN.*? Since 2014, Lithuania has seen
a particularly strong geopolitical discourse
around energy security as the last frontier of
national security.33?

In 2012, an initiative to build a new nuclear
power plant (NPP) in Lithuania was rejected
by a consultative referendum. Later, Belarus
commissioned an NPP in Ostrovets. Lithuanian
policymakers periodically reiterated the need
to avoid a potential hostage situation, wherein
the Lithuanian electricity sector would become
an entry point for Russian geoeconomic
influence for another decade if no alternative
source of supply replaced electricity imports
via the IPS/UPS system and the accompanying
set of agreements known as BRELL (Belarus,
Russia, Estonia, Latvia, Lithuania).?3*

In 2018, the Lithuanian parliament approved a
new National Energy Independence Strategy,
marking a clear shift towards developing
renewable energy and a zero-carbon energy
sector. The strategy adopted EU objectives
to reduce greenhouse gas (GHG) emissions,
increase the share of renewable energy, and
raise energy efficiency levels.®*> However, the
most important political task was, as Minister
for Energy Zygimantas Vaicitnas said, “to end
Lithuania’s energy dependence on Russia once
and for all, [...] not to be an energy island or
peninsula anymore.”33¢

32Tomas Janelilinas and Agnija Tumkevic, “Securitization
of the Energy Sectors in Estonia, Lithuania, Poland
and Ukraine: Motives and Extraordinary Measures,”
Lithuanian Foreign Policy Review, 2013 (30): 65-90.

333Thomas Sattich, Rasa Morgan, and Espen Moe,
“Searching for Energy Independence, Finding
Renewables? Energy Security Perceptions and
Renewable Energy Policy in Lithuania,” Political
Geography, 97 (2022).

334 Gattich, Morgan, and Moe, “Searching for Energy
Independence,” 8.

35Tomas Janelitnas, “Lithuania: When a Transition
to Zero-Carbon Energy Is the Only Option,” in The
Palgrave Handbook of Zero Carbon Energy Systems
and Energy Transitions, (ed) Geoffrey Wood, Vincent
Onyango, Komali Yenneti, and Mariana Liakopoulou
(Palgrave Macmillan, 2024), 457-476.

3¢Naglis Navakas, “Lietuva turi naujg energetikos

strategijg [Lithuania has a new energy strategy],”
Verslo Zinios, 21 June 2018.

The strategy marked a shift in Lithuania’s
understanding of energy security and energy
independence. While emphasising the need
to finalise projects to connect with continental
Europe’s energy markets and systems,
the document also highlighted Lithuania’s
substantial dependence on electricity imports.
In 2018, the energy dependence indicator
(i.e., net imports divided by the sum of gross
inland energy consumption) was 74.7%.% The
strategy estimated that, by 2030, at least 45%
of all electricity used in Lithuania (including
imports) should be generated from renewable
energy sources, amounting to no less than
7 TWh, while domestic power production
should reach 70% of consumption, up from
27% in 2018.3%

In reality, the shift to domestic generation
driven by solar and wind power happened even
faster. By 2024, domestic power generation
had already reached 63% of consumption,
with 70% from renewables. The growth in
wind and solar contributions was impressive.
Compared to 2023, in 2024, solar generation
increased by 101% and wind by 38%. Total
energy produced from renewable sources
amounted to 5.417 TWh per year. At the same
time, this led to a 13% decrease in electricity
imports.3*°

The most recent National Energy
Independence Strategy, approved in 2024,
placed an emphasis on “independence from
imports.” New targets were set with an
updated ambition: by 2030, Lithuania aims to
have installed approximately 10.3 GW of
renewable electricity capacity: 4.1 GW from
solar power plants, 1.4 GW from offshore wind
power plants, and 4.5 GW from onshore wind
power plants. With these, Lithuania will be
producing as much electricity asit consumes.34°

337“Statistical yearbook of Lithuania, edition 2019:
Energy,” Official Statistics Portal, accessed on 3 March
2026.

338Seimas (Parliament of Lithuania), National Energy
Independence Strategy (XI11-1288) (Seimas, 2018).

39Ministry of Energy of Lithuania, “Pernai fiksuota
rekordiné elektros gamyba — daugiau nei du
trecdaliai Lietuvoje pagamintos elektros energijos i
atsinaujinanciy istekliy [Record electricity production
recorded las year — more than two thirds of electricity
in Lithuania produced from renewable sources],” 14
February 2025.

340Ministry of Energy of Lithuania, Nacionalinés
Energetinés Nepriklausomybés Strategija (Santrauka)
[National Energy Independence Strategy (Summary)]
(Ministry of Energy, 2024).
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As policymakers expect, hydrogen production
should be the primary driver of consumption
growth, with 1.3 GW of electrolyser facilities
anticipated to be installed in the country. The
vision for 2050 projects 1.5 GW of modular
nuclear reactors, 85 GW of hydrogen
electrolysis facilities, and Lithuania becoming
a net energy-exporting country.

The previous Lithuanian government, which
concluded its term in 2024, was not shy about
this ambitious vision. Unfortunately, it lacked
rational arguments to support such a spike in
anticipated power demand and, consequently,
the need for new generation projects. Some
representatives of major players in the energy
sector emphasised that bold scenarios of
increased electricity demand (six- or sevenfold
between 2022 and 2050) were merely the
extrapolation of politicians’ imagination.’*

The reality could be far more restrictive, as
demonstrated by the case of planned offshore
wind power parks, each with a capacity of
700 MW. Two projects were designed to
usher in a new era in Lithuania’s renewable
energy development and played a leading
role in projecting future connection needs,
yet became an example of stalled progress in
Lithuania’s energy plans.

10.2. THE CURIOUS CASE OF
OFFSHORE WIND PARKS

The development of offshore wind parks was
envisaged as a core of Lithuania’s domestically
generated renewable energy and thus critical
to the country becoming import-free in the
electricity sector. The first stage, up to 2035,
involved two offshore wind parks near the
Baltic coast (total capacity of 1 400 MW). The
second stage included organising tenders,
as early as 2026, to expand offshore wind
capacity by an additional 2 GW; the third stage
aimed to increase total wind capacity to 4.5
GW by 2050.3%

The first two wind parks were supposed
to connect to the national electricity grid.
However, integrating a significant increase in
power generation hinged on improved system

34nterviews conducted by the author, 11-12 November
2025, Vilnius.

3425eimas, National Energy Independence Strategy.

flexibility, including a new interconnection,
the Harmony Link (700 MW), which was
considered part of the synchronisation project
meant to connect Lithuania and Poland by sea.
In 2023, as the cost of the offshore project
nearly tripled from an initial estimate of €680
mn, it was reimagined in favour of a land
route.?*

With a further increase in offshore wind
generation after 2030, Lithuania planned to
build new connections with central Europe.
(Curiously, the term ‘central Europe,” instead
of Poland, was a deliberate choice, allowing for
the inclusion of sea-cable projects connecting
wind farms directly with Germany). In other
words, the development of wind farms in
the Baltic Sea was closely linked to future
trade with Poland and Germany and/or
domestic hydrogen generation. The new
interconnections with central Europe were to
have been built by 2040, adding an extra 2 GW
of connection capacity and thus corresponding
to forecasted 2 GW offshore wind parks in the
second extension stage (see Figure 1).

The first tender for a 700 MW offshore wind
farm, named Curonian Nord, was announced
on 30 March 2023. The winners were legal
entities operating under a joint venture
agreement between Ignitis Renewables and
Ocean Winds OFFSHORE, S.L., which offered
the state the highest development fee of €20
mn.3* No state support was envisaged.

Back in 2023, the Ignitis Group, a major player
in the Lithuanian electricity sector, was fully
behind the ministry’s aspiration for energy
independence from imports and eager to
contribute. After winning the tender for
the first wind park, Darius Maiksténas, the
company’s CEO, said:

“One of the most important tasks of Lithuania,
and at the same time of the Ignitis Group,
in achieving energy independence is the
development of offshore wind projects in the
Baltic Sea. These projects will significantly
increase the amount of electricity produced from
renewable energy sources, which will reduce

343Valdas PrySmantas, “Polish-Lithuanian power cable to
be built alongside Rail Baltica tracks — minister,” LRT,
28 December 2023.

344“Offshore wind parks in the Baltic Sea,” About the
Project, Offshore Wind Parks, accessed on 3 March
2026.
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Figure 1. Development prospects and forecasted capacity of Lithuanian inter-system electricity
connections, MW. Source: National Energy Independence Strategy.3*®

2022 m.

Lithuania’s dependence on imported electricity
and ensure competitive electricity prices for
residents and businesses.”3%

The tender to select the developer of the second
700 MW offshore wind farm was scheduled for
the beginning of 2024. It was also designed to
include the possibility of receiving state aid,
payable over 15 years after obtaining the
generation permit. In 2023, the European
Commission approved the state-aid scheme for
offshore wind farms worth €193 mn.?¥

However, the implementation faced many
more difficulties than anticipated. The second
tender in January 2024 was unsuccessful
due to low interest from potential investors.
After some amendments to the terms, a
second attempt was made in November 2024.
However, in January 2025, the new Lithuanian
government, led by different political parties,
temporarily suspended the tender, stating
that the conditions needed further revision.
Despite renewed terms and several extensions,
only one participant — Ignitis — applied. In
October 2025, the government had to declare
the tender invalid again because the rules
required at least two participants.

35Tautvydas LukaSevicius, “Pasitle 20 mIn. Eur, pirmajj
juros véjo parka Lietuvoje vystys , lgnitis grupé” ir
Ocean Winds” [After offering 20 mn. euros, first
offshore wind power park will be developed by Ignitis
and Ocean Winds],” Verslo Zinios, 10 July 2023.

346Seimas, National Energy Independence Strategy
(Seimas, 2024).

347Ministry of Energy, “Paskelbtas antrasis jdrinio véjo
elektriniy parko konkursas [A second tender for
offshore wind power park announced],” 15 January
2024.

2040 m. 2050 m.

In parallel, the National Audit Office of
Lithuania released a report on the first wind
park, warning of several management, risk,
and financing shortcomings. In particular, the
report noted that the project cost had
increased by approximately 25% and that it
might miss the 2030 deadline.?*® This was not
a surprise, however, as Ignitis had already
acknowledged that risk in February 2025. In its
2024 annual activity report, the company
stated that delays in developing large-scale
green hydrogen electrolyser projects in Europe
and the Baltic states have reduced
opportunities to secure long-term electricity
sales contracts. Therefore, “there may be a
need to postpone the start of commercial
operations of the project until there is more
clarity on the demand for electrolysis and/or
the construction of the connection with
Germany.”3® A representative of Ignitis
confirmed in an interview that the final
decision on the first offshore wind farm should
be made in 2027, when official construction
permits would be ready.>*

34National Audit Office of Lithuania, Pirmojo jurinio
véjo elektriniy parko ,Curonian Nord” Baltijos jiroje
projekto jgyvendinimas [Implementation of the first
offshore wind power park project Curonian Nord
in the Baltic Sea] (National Audit Office, November
2025).

34Giedrius GaidamaviCius and Lukas Juozapaitis,
“Ignitis grupé”: pirmas jaros véjo parko projektas dél
finansavimo trikdziy gali véluoti [Ignitis Group: first
offshore wind power park project might be delayed
dye to financing difficulties],” LRT, 26 February 2025.

3%Interview conducted by the author, 12 November
2025, Vilnius.
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https://enmin.lrv.lt/public/canonical/1761819548/6664/NENS%202024-2.12.pdf.
https://enmin.lrv.lt/lt/naujienos/paskelbtas-antrasis-jurinio-vejo-elektriniu-parko-konkursas/
https://enmin.lrv.lt/lt/naujienos/paskelbtas-antrasis-jurinio-vejo-elektriniu-parko-konkursas/
https://www.valstybeskontrole.lt/LT/Product/Download/4910
https://www.valstybeskontrole.lt/LT/Product/Download/4910
https://www.valstybeskontrole.lt/LT/Product/Download/4910
https://www.lrt.lt/naujienos/verslas/4/2497616/ignitis-grupe-pirmas-juros-vejo-parko-projektas-del-finansavimo-trikdziu-gali-veluoti
https://www.lrt.lt/naujienos/verslas/4/2497616/ignitis-grupe-pirmas-juros-vejo-parko-projektas-del-finansavimo-trikdziu-gali-veluoti
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The slowdown of renewables expansion results
from a combination of geopolitical, market, and

structural factors rather than a single cause

10.3. SLOWDOWN

The initial phase of Lithuania’s ambitious plan
to expand renewable energy production, along
with proposals for additional interconnections
with Poland (and possibly Germany), has
slowed significantly. This slowdown results
from a combination of geopolitical, market,

and structural factors rather than a single
cause. While the war in Ukraine increased
the EU’s political resolve to phase out carbon-
based energy, the concurrent rise in capital
costs, supply chain disruptions, and the rapid,
uneven growth of solar and wind capacity
across Europe revealed serious market and
grid limitations. These pressures, worsened
by insufficient transmission infrastructure
and rising price volatility, have dampened the
earlier optimism about large-scale renewable
projects. Consequently, investors across
Europe have delayed, reduced, or abandoned
new projects while reassessing risks, returns,
and the stability of policies.3?

The programme of the 20" Lithuanian
government, approved by the parliament in
September 2025, adopted a much more
cautious approach to the rapid expansion of
large offshore wind projects. The programme
indicated that the government intends to
“support the development of offshore wind
energy if it does not increase the price of
electricity for industry and consumers or does
not increase it more than the implementation
of other renewable energy projects, and its
development does not negatively impact
onshore wind energy projects.”3>? At the same
time, it maintains some inertia regarding
potential regional electricity connections,
claiming that the government will ensure the
construction of the Harmony Link with Poland,
along with the Via Baltica motorway, and will

*1See, for example: Renewable Energy Policy Network
for the 21t Century (REN21), Renewables 2024 Global
Status Report (19th ed.) (REN21, 2024); International
Energy Agency (IEA), Wrld Energy Investment 2024
(IEA, 2024).

32Government of Lithuania, Dvidesimtosios Lietuvos
Respublikos Vyriausybés Programa [Programme of the
20th Government of the Republic of Lithuania] (XV-
439) (Seimas, September 2025).

initiate construction of a submarine power
cable to Germany.?>® However, in general, the
new government programme prioritises
domestic energy issues: grid balancing,
electricity prices, local investments in
renewables, and the decentralisation of power
generation.

This is also reflected in the energy
companies’”  business  strategies.
Interviewees from major Lithuanian
energy sector players confirm that
the country has entered a period
of recalibration and a much more
cautious approach to large new projects,
including the construction or expansion
of wind or solar parks. As one interviewee
explains, today, Lithuania is in an almost
perfect balance of demand and supply (at
least in the electricity sector), where only new
large energy-intensive projects, such as IT data
centres or blue hydrogen electrolyser facilities,
could trigger a push for additional investments
in renewable generation capacity.*>* However,
this may occur only with significant state
involvement and the synchronisation of
strategic ambitions among high-level state
planners (such as the Ministry of Energy and
the Ministry of Economy and Innovation).
Currently, neither such coordination nor
political ambitions are present.

All these trends, arising from the global
environment and weak domestic political
incentives, create a somewhat ambiguous
atmosphere. On the one hand, Lithuania
is already enjoying the benefits of its
independence from Russian energy, and
from imports in general. On the other hand,
it has paused and adopted a more cautious
approach to the further expansion of domestic
generation and interconnectivity projects.

However, the apparent economic equilibrium
in the energy sector could be fragile and
temporary if some new or (un)forgotten old
geopolitical ghosts return. Despite successful
disconnections from Russia across almost
every aspect (only gas transit through
Lithuania to Kaliningrad remains as the last
physical connection to Russia and Belarus),

33Government of Lithuania, Programme of the 20th
Government

34Interview conducted by the author, 11 November
2025, Vilnius.
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The apparent economic equilibrium could

be fragile and temporary if some new or
(un)forgotten old geopolitical ghosts return

some political actors in Lithuania seem to
be unhappy with these results. The current
government was formed with the support
of the openly pro-Russian Nemunas Dawn
party, whose members have a long record of
opposing energy independence initiatives.?*®

If those domestic actors were to eventually
gain greater influence over Lithuania’s energy
policy, there could be a significant risk of
damaging ongoing projects, such as offshore
wind park development.

The overall geopolitical trends, as well as
the outcomes of the US—Russia—Ukraine
negotiations, may also impact the EU and
Lithuania’s energy security. In the spring of
2025, Reuters reported that officials from
Washington and Moscow had discussed the
possibility of US assistance in reviving Russian
gas exports to European countries.®® It is
hard to believe that the EU would reverse
the work of the last few years, which has
minimised energy imports from Russia. Yet
the geopolitical reconfiguration after the end
of the war in Ukraine could be completely
different from what we have witnessed so
far. Russia might regain some legitimacy
in the energy sector, which could alter the
overall prospects for European energy
autonomy and future connections
(see Chapter 4).

CONCLUSION

The strategic outlook for Lithuania’s

energy sector seems less like a straightforward
continuation of previous achievements and
more like a branching point into the unknown.
The country has already achieved its core
geopolitical goal: complete independence
from Russian energy and full integration
into the EU’s gas and electricity markets.

35Dovydas Pancerovas, “An Il Wind: Lithuanian MP
investigated over windfall, Gazprom ties,” OCCRP, 27
October 2017.

36 Anna Hirtenstein and Marwa Rashad, “Exclusive: US
Russia explore ways to restore Russian gas flows to
Europe, sources say,” Reuters, 8 May 2025.

Simultaneously, domestic renewable energy
production has grown rapidly, while imports
have dwindled. However, these successes
have not necessarily led to a concrete next
step. The decision between a relatively stable,
‘near-optimal’ setup and a more ambitious
vision for Lithuania as a net exporter
and regional hub now relies less on
technical limitations and more on
political, regulatory, and economic
coordination.

Major energy companies, such as Ignitis, are
generally willing to expand their generation
and export activities, particu-larly if new
connections to continental Europe — especially
Germany — become a credible option. From a
business standpoint, the scenario of substantial
offshore wind capacity supplying regional
markets or green hydrogen production
remains appealing on paper. However, without
a coordinated, government-led strategy that
integrates both the supply side (generation
and grid expansion) and the demand side
(industrial policy, data centres, hydrogen
production, energy-intensive services), the
likelihood of private entities alone initiating a
new wave of transformative projects is low.
Currently, energy companies are reassessing
risks and returns. They will not independently
take on the role of strategic planners without
stable regulations, long-term demand
indicators, and shared risk mechanisms
provided by the state.

Lithuania’s energy future will depend on
whether the period of reassessment becomes

a prelude to a more mature, demand-driven,
and fiscally grounded strategy

The trajectory of offshore wind park
development demonstrates this structural
pause. What was recently presented as the
backbone of Lithuania’s renewable expansion
and a key justification for new interconnections
has become a series of failed tenders, rising
costs, governance concerns, and increasing
uncertainty about completion timelines. The
suspension and repeated relaunch of the
second offshore wind tender, the alarming
findings of the National Audit Office, and the
cautious language in the new government’s
programme all signal a broader reassessment
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of how quickly —and on what terms — Lithuania
should expand large-scale generation
capacities. It is, therefore, plausible that the
current government will revisit the most
recent National Energy Independence Strategy,
tempering some of its more optimistic
assumptions about electricity demand growth
and, consequently, the urgency and scale of
new cross-border connections.

Looking ahead, Lithuania’s energy future
will depend on whether this period of
reassessment becomes a prelude to a more
mature, demand-driven, and fiscally grounded
strategy or descends into prolonged inertia. A
credible way forward would involve revising
scenarios for electricity demand, aligning
energy and industrial policy, and clarifying the
role of new interconnections not as symbols
of ambition but as responses to demonstrable
economic needs.

THE TIES THAT BIND
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The challenge lies not in choosing between

CONCLUSION AND
RECOMMENDATIONS

Tomas Jermalavicius

The evolving landscape of global energy
systems demonstrates that the traditional
assumptions underpinning energy connectivity
are no longer sufficient to navigate an era
defined by geopolitical volatility, geoeconomic
competition, and accelerating climate change.
This report has shown that connectivity
remains a critical component of energy
security and economic resilience, but its role is
being fundamentally reshaped. Rather than
treating it as an unquestioned public good,
cross-border energy integration must now be
reassessed through the lens of strategic
vulnerability, political risk, and systemic
resilience.

One of the central insights emerging from this
analysis is that the apparent dichotomy
between energy  independence  and
connectivity is, in reality, a false one. While
political narratives increasingly favour
self-sufficiency, particularly in
response to external shocks such as
Russia’s aggression against Ukraine
and the war in the Gulf that resulted
in the blockade of the Strait of
Hormuz, complete energy independence is
neither economically efficient nor practically
achievable for most countries, including
Estonia. At the same time, uncritical reliance
on interconnected systems can expose states
to cascading risks, whether through market
distortions, infrastructure disruptions, or
geopolitical coercion. The challenge, therefore,
lies not in choosing between independence
and connectivity, but in designing a model that

independence and connectivity, but in
designing a model that reconciles both

reconciles both — combining diversified
interdependence with strategic autonomy, or
the ability to preserve options for independent
action whenever necessary.

At the EU level, significant progress has been
made since 2022 in reducing dependence on
Russian energy, diversifying supply sources,

and accelerating the deployment of renewable
energy. However, these achievements remain
fragile. Structural dependencies persist in
the form of continued reliance on fossil fuel
imports, exposure to global LNG markets, and
heavy dependence on external supply chains
for clean energy technologies and critical raw
materials. Moreover, the EU’s infrastructure
— particularly electricity grids and cross-
border interconnectors — has not kept pace
with the ambitions of its climate, industrial,
and security policies. This creates a structural
imbalance in which connectivity is expected
to deliver resilience, competitiveness, and
decarbonisation, yet is not sufficiently robust
to fulfil these roles. Furthermore, some of it,
such as the remaining pipelines to Russia, can
be termed ‘malignant connectivity’ due to its
negative impact on the EU’s ability to withstand
coercion and maintain unity in the face of
military aggression. It continues to shape the
domestic and foreign policy choices of some
member states and to provide avenues for
Moscow to weaponise the strategic corruption
of their elites.

Integration can amplify vulnerabilities in

the absence of adequate coordination and
security frameworks

The report also highlights a growing paradox
at the heart of European energy integration.
While deeper market and infrastructure
integration is essential for optimising resources
and integrating renewable energy, it can also
amplify vulnerabilities in the absence of
adequate  coordination and security
frameworks. Divergent national policies,
uneven political commitment to decoupling
from Russia, and differing interpretations of
energy independence risk fragmenting
the internal energy market. At the
same time, hybrid threats to critical
infrastructure —  particularly in
sensitive regions such as the Baltic
Sea — underscore the need to treat
connectivity not only as an economic asset but
as a strategic one requiring active protection
and risk mitigation.

Regional dynamics further complicate this
picture. The Nordic and Central European
cases demonstrate that energy strategies
are increasingly shaped by domestic political
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Investments in energy connectivity should

continue, but they must be more selective,
strategic, and resilient

considerations, including concerns over
price stability, sovereignty, and industrial
competitiveness. These factors can lead to
protectionist tendencies and even certain
hostility to integrated European approaches
that undermine cross-border cooperation. Yet
they also reinforce a key finding of this report:
that connectivity will only remain viable if it
aligns with national interests and delivers
tangible benefits to participating states. In
this context, Estonia must carefully position
itself within a shifting regional environment,
balancing its commitment to integration with
the need to safeguard its own security and
economic priorities.

For Estonia specifically, the implications are
clear.Investmentsinenergyconnectivityshould
continue, but they must be more selective,
strategic, and resilient. Future projects should
prioritise diversification of supply, redundancy
of critical infrastructure, and compatibility with
long-term decarbonisation goals. At the same
time, Estonia should strengthen its domestic
energy capacity — particularly in renewable
generation and grid flexibility — to reduce
exposure to external shocks. Connectivity
should complement, rather than substitute
for, domestic resilience.

Equally important is the need for stronger
regional and EU-level coordination. Estonia
cannot address the challenges identified in
this report in isolation. Effective responses
will require deeper cooperation in areas
such as infrastructure protection, joint risk
assessment, market design, and industrial
policy. This includes advocating for reforms to
EU state aid rules and capacity mechanisms
to better reflect the realities of hybrid threats
and geopolitical uncertainty. It also entails
contributing to a broader shift towards a
genuinely integrated Energy Union in which
security of supply is treated as a shared
responsibility.

Finally, this report underscores that the future
of energy connectivity will be shaped as
much by political choices as by technological
and economic factors. The transition to a

low-carbon energy system, the reconfiguration
of global supply chains, and the intensification
of geopolitical competition will all influence
how and where connectivity develops. In this
context, Estonia has an opportunity to position
itself not merely as a passive participant but as
an active shaper of regional energy dynamics
— leveraging its location, alignment with EU
policies, and experience navigating complex
security environments.

In conclusion, energy connectivity remains
indispensable, but it must be redefined. It is
no longer sufficient to expand networks and
assume that integration will automatically
enhance security and prosperity.
Instead, connectivity must be pursued
as part of a broader strategy that
integrates security, sustainability, and
competitiveness. For Estonia and the
EU alike, the task ahead is to build an
energy system that is not only interconnected
but also resilient, adaptable, and aligned with
the geopolitical realities of the twenty-first
century.

RECOMMENDATIONS3%7
At the national and regional levels:

e Maintain and strengthen regional
connectivity. While deglobalisation affects
energy markets with varying intensity,
it does not negate the value of market
integration or cross-border cooperation,
especially within the EU. Evidence shows
that for small states, such as the Baltic
countries, regional market integration is
critical — not only for economies of scale but
also to ensure security of supply during the
energy transition.3*® Accordingly, nothing
should hinder Estonia from developing
and reinforcing its cross-border energy
connections with like-minded regional
partners.

357The recommendations reflect the authors’
contributions and were subsequently structured and
edited by the report’s editor.

358 Javad Keypour, “European Union Energy Security:
Constructing a “Shelter” for Small States’ Energy
Security Preservation,” Slovenskd politologickd revue
22, no. 1 (2022): 48-78.
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In this context, the following
recommendations with regard to advancing
Nordic-Baltic connectivity, as well as
connectivity with Germany and Poland, are
proposed:

* Recognise Finland as the anchor partner
in the Nordic direction. Among the
Nordic states, Finland is the most aligned
with Baltic interests. Unlike Sweden and
Norway, Finland treats connectivity as a
security asset rather than a price risk. Its
expansion of interconnection capacity
with Sweden and Estonia, reliance on
Baltic gas storage, and ambition to
become a net electricity exporter all
reinforce the resilience of the Baltic
system. Deepening cooperation with
Finland on grid planning, balancing
services, and hydrogen corridors should
therefore be a strategic priority.

¢ Hedge against Nordic fragmentation in
electricity markets. Sweden’s growing
reluctance toward further electricity
interconnection and Norway’s willingness
to impose export restrictions illustrate
a structural risk for small, import-reliant
systems. Baltic policymakers should
assume that Nordic solidarity cannot be
taken for granted during price spikes or
supply stress, and plan accordingly by
strengthening internal Baltic integration,
production, storage, flexibility, and
demand-side response.

¢ Lean into hydrogen connectivity while
electricity integration becomes more
politicised. While electricity
interconnection faces rising political
resistance in parts of the Nordics,
hydrogen infrastructure still enjoys
strategicand security framing, particularly
in  Finland and Denmark. Baltic
participation in Nordic-Baltic and Baltic
Sea hydrogen corridors offers a way to
remain  integrated into Northern
European energy systems while partially
insulating future connectivity from short-
term price politics and populist backlash.

e Avoid overreliance on Germany as a
destination for electricity exports or as
a flexible balancing partner, particularly
during periods of system stress. It

is necessary to plan Baltic-German
connectivity on the assumption of a
single German price zone and constrained
electricity integration. By maintaining
a single national price zone, Germany
continues to socialise internal congestion
costs and shield southern industrial
regions from higher prices, but it also
limits the role of electricity price signals
in guiding cross-border integration. This
has turned integration with Germany
into a politically charged topic and has
reduced the likelihood that Germany
will accommodate deeper electricity
market integration if it risks exacerbating
domestic price pressures or exposing
regional disparities. Instead, Baltic—
German integration should be structured
around connectivity that aligns with
German preferences, notably hydrogen
corridors to satiate German industrial
demand, storage-linked integration, and
capacity-based cooperation. Anchoring
future  connectivity in  Germany’s
hydrogen and industrial decarbonisation
strategy offers a more politically robust
pathway than deeper exposure to
electricity markets shaped by domestic
price-zone politics.

Frame, wheneverappropriate, the efforts
to deepen regional energy cooperation
in terms that resonate with the Polish
understanding of energy sovereignty.
Experiences from the gas sector show
that cross-border infrastructure becomes
politically viable when it is presented as
enhancing national autonomy, expanding
strategic choice, and reducing one-
sided dependence. Unlike gas — which
is storable, contract-based, and more
easily diversified through infrastructure
projects — electricity systems operate
in real time and are inherently price-
coupled, making sovereignty-through-
isolation structurally unviable over the
long term. Nevertheless, applying a
similar framing to energy infrastructure
and market connectivity across other
sectors — emphasising resilience,
diversification of partners, and greater
control over system stability — can help
reduce resistance rooted in concerns
about foreign influence or the loss of
state steering capacity.
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¢ Prioritise, upgrade and secure existing

connections. Investment in enhancing the
quality, protection, and operational security
of existing interconnections is as critical
as building new ones. This includes robust
maintenance measures and enhanced
security protocols for existing assets. Recent
threats to Estonian energy links, such as
the Estlink 2 and Balticconnector incidents,
underscore the geopolitical rationale for
this recommendation, while the 2025
Iberian Peninsula blackout highlights the
importance of strengthening transmission
infrastructure from a technical perspective,
as renewable penetration rises. In this
regard, it is important to:

* Reduce single-point dependence
through redundancy and diversification.
The Estonian state and Elering should
prioritise reducing reliance on a limited
number of undersea interconnectors by
accelerating investments in redundancy
and alternative supply routes. Lessons
from the Estlink 2 outage following the
Eagle S incident clearly demonstrate how
the loss of a single asset can remove a
large share of import capacity and distort
regional electricity prices. This calls
for strengthening onshore generation
capacity, expanding electricity storage
capacities, and improving land-based
interconnections with Latvia and onward
to continental Europe. The objective
is not to replace undersea links, but to
ensure that their temporary loss does not
translate into systemic shocks to security
of supply or market stability.

e Strengthen protection, monitoring, and
rapid response for undersea assets.
Estonia should deepen cooperation with
Finland and other NATO and EU partners
to enhance persistent monitoring of
critical seabed corridors, building on
initiatives such as NATQ’s Baltic Sentry.
This includes improved integration of
AIS data, seabed mapping, anomaly
detection, and the use of unmanned
maritime and underwater systems. In
addition, practical resilience measures —
such as pre-negotiated repair contracts,
joint regional repair frameworks, and
spare cable and component stockpiles
— would significantly shorten outage

e Integrate

durations. The prolonged repair timelines
of Balticconnector and Estlink 2 underline
how response speed is as important as
prevention.

* Enhance the protection and resilience of
critical energy infrastructure in regional
cooperation. From interconnectors and
offshore wind assets to LNG terminals
and transmission corridors, physical
security is now a core element of energy
sovereignty. Framing integration through
security resonates strongly in strategic
cultures of the Baltic Sea nations,
including Poland, and thus helps present
cross-border links not as vulnerabilities
but as shared defence assets. Joint risk
assessments, coordinated resilience
planning, and closer cooperation
between energy operators and security
institutions would ensure that deeper
interdependence in the Baltic Sea region
is viewed as a strengthening rather
than a weakening of national energy
independence.

* Improve integration of hybrid threat
scenarios into energy regulation.
Resource adequacy assessments should
incorporate intelligence-informed risk
assessments and hybrid threat
scenarios.®®  Coordination  between
energy regulators, cybersecurity
authorities, and security agencies should
be reinforced to ensure that system
planning reflects actual threat levels.

production location and
distributed generation in the new
connections planning. Building upon
the previous recommendation, one can
suggest transitioning to a more distributed
energy system in which production is as
close as possible to consumption points.
This is particularly relevant for hydrogen
development, where co-location of
production and use aligns with broader
energy  transition  trends.  Similarly,
biomethane deployment should emphasise
off-grid and distributed generation. This

39European Resource Adequacy Assessment (ERAA)

of ENTSO-E, the European Network of Transmission
System Operators for Electricity, see: “European
Resource Adequacy Assessment (ERAA),” ENTSO-E,
accessed on 27 March 2026.
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also implies that the developing renewable
system should expand the utilisation of
microgrids and energy communities. This
has been highlighted in the recast electricity
Directive (EU) 2019/944 as well as RED I, IlI,
and the revised Estonian Electricity Market
Act.?® Such measures will support both
security of supply and system resilience,
making distributed generation a strategic
priority in connection planning.

Incorporate safeguards in electricity
system development plans. Alongside the
growing prominence of the ‘energy addition’
narrative over the ‘energy transition’ frame,
strengthened by the current geopolitical
uncertainties, Estonia’s inclination toward
energy autarky in power generation
planning and its adoption of strategic
reserves in the capacity mechanism could,
in practice, sustain a limited role for shale-
based generation within strategic reserve
arrangements (despite the formal policy
commitment to covering 100% of domestic
consumption with renewable sources).3¢!
This creates a tangible carbon-lock risk
that may conflict with long-term climate
objectives.  Accordingly, capacity and
reserve mechanisms should incorporate
explicit environmental safeguards and
include scheduled review points to ensure
that short-term security imperatives do not
permanently undermine decarbonisation
targets.

At the same time, balancing and security-
of-supply considerations may justify short-
term government intervention in capacity
market design. To avoid capacity market
distortion, transparency and compliance
with EU rules are essential when state aid is
allocated within the market.?¢? Additionally,
this underscores the need to gradually
moderate such involvement, notably
through regional market integration, which
can act as a countervailing force steering
policy back toward market-based reserve

360Riigikogu (Parliament of Estonia), Elektrituruseadus

(ELTS) [Electricity market act], RT | (Riigi Teataja, 2025),
42.

381“Geopolitical Fragility and Economic Uncertainty

Expected to Hinder Energy Transition Progress,” Risk
Map, Forbes, 28 May 2024.

32European Commission, “Commission approves €750

million Estonian strategic reserve,” Press Release, 27
October 2025.

arrangements.  Furthermore,  capacity
mechanism design must address supply-
side risks, including supplier qualification
requirements, extended delivery lead
times, and financial incentives for projects
with resilient supply chains.

Ensure stronger state supervision. Given
the immaturity of Estonia’s balancing
market, stronger state supervision of the
national capacity market is required, even
as integration and coordination continue
across the Baltic states. This is particularly
important to prevent market domination
by a few suppliers (e.g., Lithuanian and
Latvian undertakings)®® and to reduce the
risk of sudden price spikes or procurement
dependence. Rising balancing costs or
transmission tariffs could otherwise create
political pressure, further complicating the
decision-making environment for TSOs
and the market. It may even incentivise
politically = motivated initiatives that
demand greater autarky and isolation from
neighbouring markets — contrary to the
objectives highlighted in this analysis. In
this regard, it is crucial to:

° Deepen regional coordination and
develop joint mechanisms. In the long
term, more closely coordinated or even
joint regional capacity mechanisms
could reduce fragmentation and improve
security of supply across interconnected
systems.3** Regional pooling would lower
total costs, reduce the need for unilateral
restrictions on cross-border capacity,
and mitigate the risk of member states
retreating to isolated national strategies.

Balance strategic security and economic
interests through stakeholder engagement.
Effective energy policy must mediate
between strategic (security) imperatives and
private-sector economic objectives. This can
be achieved by establishing or consolidating
systematic  communication platforms
between government and industry actors.
Simultaneously, consumer perspectives

363Carolina Kyllmann, “Q&A: Capacity Mechanisms

in Europe’s FossilFree Electricity System,”
Clean Energy Wire, 25 July 2025.

364par Holmberg, Christoph Maurer, Monika

Morawiecka, Fabien Roques, and Georg Zachmann,
Europe’s electricity capacity mechanisms need to be
better coordinated (Bruegel, 2025).
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are critical. For instance, additional costs
imposed for enhanced security of supply
(such as the recently levied fees by Elering
on electricity bills) should be aligned with
consumers’ willingness to pay, ensuring
that security measures do not generate
excessive financial burdens and, more
importantly, social discontent.

At the multilateral level:

¢ Close legal and regulatory gaps through
coordinated international action. Estonia
should actively advocate within the EU,
NATO, and international (UN) forums for
clearer, stronger legal protections for
undersea critical infrastructure within EEZs.
The Eagle S court case in Finland illustrates
the limits of coastal state jurisdiction under
the current flag-state principle of UNCLOS,
even when the damage is severe and well
documented. Estonia can also support
dynamic interpretations of the UNCLOS
framework and stronger enforcement
against sanctions-evading shadow fleet.
Closing these legal and regulatory loopholes
would reduce both accidental damage and
opportunities to deny hybrid interference.

Advocate increasing state aid flexibility for
resilience and security-of-supply projects.
The EU Rules could permit a fast-track
procedure for aid linked to infrastructure
resilience or backup capacity. This would
enable preventive investments without
waiting for crises. Member states should
also be allowed to rely on classified
intelligence submitted privately to the
Commission, thereby reducing the risk of
exposing sensitive information. A dedicated
EU Security-of-Supply State Aid Block
Exemption could even be created, similar
to the existing General Block Exemption.3%
It should focus on resilience and backup
assets such as reserve or backup generation
capacity, strategic fuel and gas storage,
emergency procurement of modular power
units (e.g., mobile batteries, turbines),
black-start capabilities independent of
interconnectors, or enhanced monitoring
and rapid-repair capacity for critical

365Commission Regulation (EU) No 651/2014 of 17 June
2014 declaring certain categories of aid compatible
with the internal market in application of Articles 107
and 108 of the Treaty.

infrastructure. Such an exemption would
reduce administrative delays, increase
preparedness, and limit market distortions.
In addition, member states should:

* Seek more flexibility in cross-border
participation rules for capacity
mechanisms. The EU could allow
temporary, clearly defined restrictions
or adjustments when interconnector
reliability falls below agreed thresholds.
Instead of excluding foreign capacity
entirely, member states could apply
additional derating factors to reflect
geopolitical risk. This would align market
design with reality while preserving
cross-border integration where feasible.

Address the projected investment gap
in grid infrastructure imminently and
qualitatively. While the 2023 EU Action
Plan for Grids acknowledges many of the
challenges identified here and proposes
several measures to mobilise additional
funding, the funding gap persists in the EU
Court of Auditors’ 2025 projections.?®® One
way forward is for the EU to strengthen
public—private partnerships, backed by EIB
involvement, to co-finance specific cross-
border interconnector projects in regions
that lag behind in interconnection.3¥’
Interconnectors would have a positive
impact across all three key policy terrains,
as greater interconnectedness between
states means a more flexible and resilient
energy network for civilians and companies
alike. By clearly framing expanded, more
interconnected grids as essential to Europe’s
competitiveness and security, and by
providing guarantees and combined public
and private investment from the EIB, the EU
can give private investors greater confidence
in the viability and political backing of these
projects. This would help mobilise private
capital to speed up the modernisation of
Europe’s electricity infrastructure.

Argue for integrating dedicated grid
investment into the EU’s resilience and
security frameworks. Current EU resilience

3%¢European Court of Auditors, “Making the EU

electricity grid fit for net zero emissions.”

3¢7Conall Heussaff, Georg Zachmann, “Upgrading

Europe’s Electricity Grid: About More than Just
Money,” Policy Brief, Bruegel, 12 February 2025.
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initiatives, such as the Preparedness Union
Strategy, focus primarily on protecting
existing infrastructure.?®® However, they do
not yet incorporate the physical expansion
of energy connectivity as an element of
resilience, despite the fact that Europe’s
competitiveness and security, as well as its
growing defence industry, will not flourish
without expanded energy infrastructure.
By incorporating grid expansion into the
EU’s broader resilience strategies, the EU
would more explicitly prioritise the issue
and could open up funding opportunities. In
practice, this integration could take shape,
for example, by including grid upgrades
under the Resilience of Vital Societal
Functions aspect of the EU’s Preparedness
Union strategy. Member states should also
assess whether planned grid upgrades or
new infrastructure that go beyond civilian
or commercial needs and are intended
to support military requirements (e.g.,
powering military bases, military data
centres, defence industrial facilities) might
qualify under the 1.5% NATO spending
benchmark for dual-use infrastructure.

368“E) Preparedness Union Strategy,” Preparedness,

European Commission, accessed in December 2025.

e Support stronger sanctions against Russia

to prevent a return to BaU in energy. Policy
efforts from the EU must be intensified to
ensure sanctions effectively curb Russia’s
fossil fuel revenues and close existing
loopholes that undermine the EU’s goals.
Russia continues to profit from fossil
fuels exports to the west, and tougher
action is needed to stop member states
from importing Russian energy through
exemptionsto sanctions, third parties, or the
use of Russia’s shadow fleet. Estonia should
maintain a political campaign to overcome
internal divisions in the EU, counteract pro-
Russian lobbying, and ensure the political
momentum for energy independence does
not slow. Measures should be implemented
to prevent member states, particularly
those that have granted exemptions or
threatened to veto sanctions (like Hungary
and Slovakia), from generating tax revenues
for Moscow that sustain Russia’s war in
Ukraine. Political pressure should counter
lobbying efforts by industrial sectors and
political factions in countries seeking to
purchase cheaper Russian energy and
hoping for a scenario in which relations
normalise.
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