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Dalia Grybauskaitė, president of
Lithuania. Photo courtesy of Litgrid.
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The Baltic states reached a milestone this week with the inauguration of two cross-border electricity links to Sweden and

Poland. For the first time, Lithuania, Latvia and Estonia will send electrical current through to Western Europe, a complex

technological achievement that opens the way to more clean energy and less dependence on Russian fossil fuels.

The 700-megawatt NordBalt (Lithuania-Sweden) and 500 MW LitPol (Lithuania-Poland) interconnectors are expected to

double the countries' opportunities for electricity trade. In the process, Lithuania will re-establish itself as the biggest

electricity hub in the region -- a status it relinquished in 2010 when, as part of the E.U. accession agreement, it was forced to

close its only nuclear power plant.

In an instant, Lithuania became the biggest electricity importer in the Baltics, reliant

upon its neighbors for 75 percent of its electricity, with most of the remaining local

generation produced using imported Russian gas or oil.

There are plans for a regional gas market, and with NordBalt and LitPol now online,

experts say Lithuania could do without a new nuclear power facility in Visaginas. Low

power prices in nearby countries make it difficult to justify the project economically. And

with competitive renewables a realistic alternative, experts say the country's own wind

and biomass sectors can begin a significant ramp-up.

"For 25 years, our true independence has been in dispute," said Lithuanian President

Dalia Grybauskaitė at an official opening ceremony for the two new links.

Broadcast live on Lithuania's national television station, the president's speech called

attention to the importance of further regional cooperation. Russia's navy repeatedly

disrupted NordBalt cable-laying works. Yet the interconnectors were completed on

time, signaling the republics' determination to assert their own sovereignty.

"It is not only political independence that we seek," continued Grybauskaitė, speaking

before a roomful of dignitaries who included the Estonian and Latvian prime ministers, "but the type of energy independence

which would allow us to decide on our own the best way forward."

North-South connections

Starting in 2016, government officials say, consumer electricity prices in Lithuania and Latvia will fall by 5 to 7 percent.

(Estonian prices will likely remain steady, as the country already has two power links to the Finnish market.) Internal

bottlenecks are being cleared, and together, all three countries now have the ability to trade more robustly with each other, as

well to the north via the Nordic power exchange Nord Pool Spot, the largest market for electrical energy in Europe.

As for the connections heading south -- into Poland and continental Europe's electricity markets -- Baltic countries will have

to wait at least another five years. That's how long it will take to complete LitPol 2. Capacity on the transmission lines will

double, as will internal transmission links in Poland that are now under construction, explained CEO Daivis Virbickas of the

Lithuanian grid operator Litgrid.

By 2020, the aim is to have full synchronous operation with European electricity grids. At present, electricity only goes as far

as the remote reaches of northern Poland, thanks to a back-to-back high-voltage direct-current converter that for the first time

bridges the countries' two different voltages.

Commentators say it's an unusual situation whereby all three Baltic states are fully integrated into the Nordic day-ahead

market in terms of economic dispatch, but their physical grids are still part of the Russian power system. The network runs

through Belarus and Kaliningrad, Russia, with control left in the hands of technicians and government officials in Moscow.

"I don't know their [Russia's] intent. But I can go to Poland [in the future] and say 'fulfill the grid codes,'" said Virbickas,

referring to common guidelines that bind E.U. countries in the development of their electricity markets. For smaller countries,

this kind of grid transparency is essential, for when smaller systems interconnect their operations and become larger, system

operations become more reliable.
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Plugging into Europe: The heart of the $630 million Baltic-Poland
connection is a high-voltage direct-current converter that links two
nonsynchronous power grids. The European Union paid for 43 percent of
the project. Photo by Eric Marx.

An eventual Eurasian grid hookup

"You have to understand," Virbickas continued, "energy will soon flow from Oslo to Vladivostok and Helsinki to Lisbon. In the
future, it will be a brilliant infrastructure."

Another essential contribution to energy security for the region comes in the form of liquefied natural gas. In December 2014,
Lithuania launched its first LNG terminal in Klaipėda, a port city on the Baltic Sea that is able to supply 3 billion cubic meters
of gas per year, or roughly 75 to 90 percent of the total Baltic requirement.

The gas is more expensive than pipeline gas from Russia, owing in part to Gazprom dropping prices in order to retain market
share. Still, Lithuanians are now paying 20 percent less for gas, and more can be expected in the coming years as
neighboring countries develop what's being billed as a regional LNG market.

"The situation is changing very fast," said Rokas
Masiulis, minister of energy for Lithuania. By 2018, LNG
satellite facilities will be outfitted in Finland, Sweden and
Estonia. One year later -- by the close of 2019 -- the first
regional LNG market may be in operation. That's when
two major gas pipeline projects are slated for completion
-- one from Estonia to Finland (Balticconnector) and the
second from Lithuania to Poland (Gas Interconnection
Poland-Lithuania, or GIPL).

"Poland is a much bigger negotiating power than
Lithuania," said Masiulis, speaking at a press conference
following the launch of the new interconnectors. "So
adding ourselves together, along with the other Baltics
[nations], we get even more leverage to negotiate either
LNG or gas."

The Baltic Sea region, with its wind, hydro and biomass
resources, also has good prospects for boosting
domestic renewables production.

"We have discovered in-house technologies that make
biomass a very competitive fuel," said Masiulis. "Wind technologies are coming down in price, so we are looking at it as a
potential for the future, as well."

Opinion is divided over whether investment in a new nuclear power plant is needed. Both Grybauskaitė and Masiulis refused
to rule out the possibility. Lithuania could start importing 80 to 90 percent of the electricity it consumes, but then, few
countries in the European Union are quite ready to substitute domestic generation capacity in exchange for assurances from
third-party countries, even if they are friendly governments like Sweden.

More renewables, probably less nuclear

"We certainly hope so," responded Ibrahim Baylan, Sweden's minister of energy, when asked about the prospects of
increased exports to its Baltic neighbors.

With NordBalt in operation, Sweden can export upward of 40 percent of its overall capacity. It's one of the most
interconnected countries in Europe and is well-balanced overall in its power generation with a mix of hydro and nuclear, as
well as an array of renewables including wind, bioenergy and solar.

The Swedish parliament recently decided to double down on renewables, passing legislation that will see the country invest
$546 million in clean energy in 2016.

This diversity bodes well for a rise in exports but is also essential for Sweden if it is to achieve its goal of becoming the
world's first fossil fuel-free nation, a target that can only be fulfilled through the buildout of additional interconnectors. Sweden
is now firmly committed to phasing out all nuclear by 2040, confirmed Callenberg. Four of its 10 nuclear plants will be closed
by 2020, so it has to now quickly pivot toward renewables in order to make up a looming power generation shortfall.

Increased imports to the Baltics are sure to follow, and for Lithuania to make up its own energy shortfall, it will likely introduce
capacity payments to thermal power plants, said market observers. It means an end to the prospect of Lithuanian nuclear
ambitions, a gamble of sorts, for imports are deemed less secure than one's own domestic generation. Much will depend
upon the future price of renewables, not to mention the proper workings of the underwater NordBalt link.

"This [trade] will increase even more," Callenberg predicted. "For in order to have a 100 percent renewables system securely
in place, we need to be interconnected with our neighbors."
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