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Russia''s war in Ukraine has brought not only security, but also energy independence into focus for the

Nordic-Baltic region. In the past, the Baltic States in particular have been grappling with the dual challenge of

their previously relatively high dependence on Russian energy flows and somewhat isolated energy networks

from Europe. However, the geopolitical tremors are fast-tracking the Baltics'' energy transition, speeding-up

their pursuit of energy autonomy and the transition to a sustainable, low-carbon future.

From dependence to diversification

The ongoing war is a stark reminder of the perils of energy dependence for the Baltic economies. Historically

somewhat linked to Russia for their energy needs--primarily on the fossil fuel side--for decades, the Baltic

countries have not only faced political pressure but also risks of energy insecurity. The current geopolitical

situation is therefore not only a challenge from an energy perspective but also a catalyst, accelerating efforts to

untangle energy ties and reinforcing the importance of self-reliant, diversified and resilient energy systems. 

NIB, in part owned by Estonia, Latvia and Lithuania, has always seen energy security as one of the material

topics for the further convergence path of Baltic member countries. Over the last two decades, NIB has been

financing various generation and network projects.

For example, during 2023, NIB has financed multiple developments, including Enefit Green''s wind and solar

farms, which not only increase the resilience of the Baltic energy generation mix but also simultaneously

reduce the need for imported fossil-based energy that previously often came from Russia.

It has been three decades since the Baltic countries regained independence, and their energy systems have

since evolved. On the generation side, some of the most CO2-intensive generation modes have been phased

out; nuclear generation has also been shut down. In the last two to three years, wind and solar energy have

been experiencing accelerated growth - wind energy is growing rapidly in Lithuania and Estonia, while solar

generation is growing in all three Baltic countries.

A lot has been done on interconnectivity--gas connections have been established/expanded in both northerly

and southerly directions, as well as between the Baltic countries. In addition, natural gas import alternatives

have significantly increased since the introduction of LNG import infrastructure capacities.

Like gas infrastructure, electricity interconnections have been strengthened both internally between the

countries and--importantly--externally, thus connecting the Baltics to Europe and escaping the status of an

isolated energy island. However, given the electrification of the Baltic and Nordic economies, more
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interconnections will be necessary. Recently, the physical and cyber security of energy systems, especially

interconnections, have gained additional attention. Many of the assets in the energy system have also suddenly

become a potential target in hybrid warfare. In future, therefore, additional attention will be required to

improve energy system resilience not only to weather or market effects but also physical threats. 

Although electricity still comprises a relatively small part of the final energy demand in the Baltics (biomass,

natural gas and other fossil fuels constitute the majority), the availability and affordability of electricity will

largely determine the future of the Baltic economies from both socioeconomic and environmental aspects. The

Baltics, just like most other world economies, are expected to undergo a significant electrification phase, in

which the share of electricity in the total energy generation and consumption mix will significantly increase

due to the electrification of heating systems, industrial processes and--most visibly--transport.

A large step in this transition journey is the upcoming desynchronisation of the Baltic electric grids from those

of Russia and Belarus. This move is important for energy security in the region. By integrating more closely

with European electricity networks, the Baltic States aim to mitigate external influences and disruptions,

fortifying their energy sovereignty. This integration also facilitates access to broader European energy

markets, fostering competitive pricing and encouraging investment in local renewable energy projects.

To desynchronise, the Baltic countries have been investing in both generation capacities and the grid to

provide reliable, stable and affordable electricity when Russian and Belarusian electricity are an option.

However, for an efficient energy system it is not enough to invest only in generation and transmission

infrastructure. Balancing and storing capacities are crucial, especially in a system where non-intermittent base

load generation capacities (often fossil-fuel-driven) are also replaced by intermittent renewable energy

generation. Over the years, the Baltics have therefore been investing in strengthening hydro resource

utilisation, pumped hydro storage systems and recently even in grid battery systems.

Contact us for free full report 
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