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Lift Restrictions on Natural Gas Exports

to NATO Allies in the Baltics
Daniel Kochis

he United States has been experiencing a boom

in energy production in recent years, most
notably natural gas production. This energy boom
should allow for a strong export market for Ameri-
can liquefied natural gas (LNG) to hungry markets
abroad. However, legal and regulatory hurdles make
it unnecessarily difficult for American companies to
export LNG to many countries across the world.

These hurdles are especially damaging to U.S.
interests in the Baltics, where American allies Esto-
nia, Latvia, and Lithuania are heavily reliant upon
natural gas from Russia. As the U.S. looks for ways
to strengthen cooperation with our Baltic allies,
easing legal and regulatory hurdles to the export
of American LNG to NATO allies in the region
makes sense from both economic and geopolitical
perspectives.

Advances in Domestic Gas Production Should
Mean Increased U.S. Exports. In 2012, the U.S.
produced 14 percent more energy than it did in 2005.!
Much of the increase in domestic energy production
has been the result of increases in natural gas pro-
duction brought about by technological advancement.
Currently, for LNG to be exported, the U.S. Depart-
ment of Energy’s (DOE) Office of Fossil Energy must
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authorize an exit permit. The office is charged with
deciding whether or not the export is “in the public
interest.”

Any nation with a free trade agreement (FTA) in
place with the U.S. is granted a permit automatical-
ly,> but many of America’s staunchest NATO allies in
Europe—including the Baltic nations of Estonia, Lat-
via, and Lithuania—do not have FTAs with the U.S.

While an increase in U.S. LNG exports could
in theory raise domestic prices, the total overall
increase in cost would be minimal and likely off-
set by an increase in domestic production to meet
demand.? Importantly, the net gains to the U.S.
economy from natural gas exports are overwhelm-
ingly positive.*

The Baltic Nations Deserve Support. All three
Baltic nations are net contributors to the NATO
alliance and have proven to be valuable and compe-
tent partners. All three have participated actively
in American-led Operation Enduring Freedom in
Afghanistan and subsequent NATO-led Internation-
al Security Assistance Force missions in Afghani-
stan. Unlike most NATO members, the Baltic States
have committed to attaining the benchmark of 2 per-
cent of gross domestic product for defense spending.
Estonia is only one of three NATO member states to
currently meet the benchmark,® and Latvia and Lith-
uania have both committed to meeting it by 2020.

More important, all three Baltic nations have
shed blood for the NATO alliance. Estonia lost nine
soldiersin Afghanistan, Latvialostacombined seven
service members in both Afghanistan and Iraq, and
Lithuania suffered casualties in both Afghanistan
and in the NATO-led operations in Bosnia and Her-
zegovina.® All three nations fought bravely next to
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American service men and women, with special forc-
es from the Baltics receiving special praise for their
selflessness and capabilities during recent U.S. and
NATO campaigns.

Allthreenations continue toserve asmodel NATO
member states and are actively seeking ways to con-
tinue contributing to the alliance post-Afghanistan.

A Win-Win for the U.S. and the Baltics. The
most effective policy solution is to lift restrictions
on natural gas exports altogether and treat natu-
ral gas as any other good the U.S. trades. Ultimately,
Congress should remove all decision rights from the
DOE and prohibit any federal agency from deter-
mining natural gas exports based on public interest.
In the meantime, allowing American producers to
export LNG to allies in the Baltic States is a win-win
for both sides.

The Baltic States have begun constructing new
import terminals to receive LNG. In Lithuania, a
terminal at Klaipeda is expected to be operational
by the end of this year,” as is the nearby Polish termi-
nal at Swinoujscie.® A third LNG import terminal in
the region is planned for either Estonia or Finland.

Latvia, Lithuania, and Estonia are reliant upon
Russia for 100 percent of their natural gas supplies.’
Furthermore, the Baltic States pay higher rates for
Russian natural gas than do many other European
nations.'® Russia has used the threat of cutting off

natural gas supplies as a diplomatic, economic, and
foreign policy tool. By exporting abundant Ameri-
can LNG to the Baltics, the U.S. would allow allies in
the region to diversify their natural gas supply, thus
lessening the impact of future threats from Russia
and giving them a stronger bargaining position vis-
a-vis Russian energy supplier Gazprom.

U.S. Should Do the Right Thing. Antiquated,
cumbersome, restrictive regulations on the export
of American natural gas to nations without FTAs
are not in the interest of the United States. Easing
restrictions on LNG exports to key NATO allies,
especially those in the Baltic region, would:

® Grow the American economy. The export per-
mit process serves as a drag on the U.S. energy
economy. Easing restrictions on exports would
help the U.S. economy while having only a minor
impact on domestic natural gas prices.

s Reward American allies. America’s NATO
allies have fought and died alongside American
servicemen and women in the pursuit of freedom
and security in places such as Iraq and Afghani-
stan. The Estonian, Latvian, and Lithuanian mil-
itaries have been especially capable and valiant
while serving alongside American troops.

1. Drew Desilver, "Powered by Oil and Gas, U.S. Energy Production Is on the Rise,” Pew Research Center, September 23, 2013,
http://www.pewresearch.org/fact-tank/2013/09/26,/powered-by-oil-and-gas-u-s-energy-production-is-on-the-rise/ (accessed February 27, 2014).

2. Nicolas D. Loris, “U.S. Natural Gas Exports: Lift Restrictions and Empower the States,” Heritage Foundation Backgrounder No. 2767,
February 11, 2013, http://www.heritage.org/research/reports/2013/02/us-natural-gas-exports-lift-restrictions-and-empower-the-states.

3. Nicolas D. Loris, “Murkowski Pushes for Natural Gas Exports,” The Heritage Foundation, The Foundry, August 7, 2013,
http://blog.heritage.org/2013/08,/07/murkowski-pushes-for-natural-gas-exports/.

4.  National Economic Research Associates, “Macroeconomic Impacts of LNG Exports from the United States,” December 3, 2012,
http://www.fossil.energy.gov/programs/gasregulation/reports/nera_Ing_report.pdf (accessed March 5, 2014).

5. News release, “Financial and Economic Data Relating to NATO Defence,” North Atlantic Treaty Organization, February 24, 2014,
http://www.nato.int/nato_static/assets/pdf/pdf_topics/20140224_140224-PR2014-028-Defence-exp.pdf?utm_medium=email&utm_cam
paign=NATO+Press+Release+2014028&utm_content=NATO+Press+Release+2014028+CID_ce2d70b56f76095fb92e2728b5e75b79&u
tm_source=Email%20marketing%20software&utm_term=PDF%20file%20-%20392Kb (accessed February 27, 2014).

6. Luke Coffey, “The Baltic States: Why the United States Must Strengthen Security Cooperation,” Heritage Foundation Backgrounder No. 2851,
October 25, 2013, http://www.heritage.org/research/reports/2013/10/the-baltic-states-why-the-united-states-must-strengthen-security-

cooperation.

7. Loris, “"Murkowski Pushes for Natural Gas Exports.”

8. Jan Cienski and Christian Oliver, “Energy Security: The Price of Diversity,” Financial Times, February 23, 2014,
http://www.ft.com/cms/s/0/67308bb8-97f2-11e3-8c0e-00144feab7de.html#taxzz2uYUFzEuv (accessed February 27, 2014).

9. Coffey, “The Baltic States.”

10. The Baltic Course, “Eesti Energia: Baltic States Pay 400 MIn Euros More Than They Should for Natural Gas,” September 25, 2013,
http://www.baltic-course.com/eng/energy/?doc=81067 (accessed February 27, 2014).



http://www.pewresearch.org/fact-tank/2013/09/26/powered-by-oil-and-gas-u-s-energy-production-is-on-the-rise/
http://www.heritage.org/research/reports/2013/02/us-natural-gas-exports-lift-restrictions-and-empower-the-states
http://blog.heritage.org/2013/08/07/murkowski-pushes-for-natural-gas-exports/
http://www.fossil.energy.gov/programs/gasregulation/reports/nera_lng_report.pdf
http://www.nato.int/nato_static/assets/pdf/pdf_topics/20140224_140224-PR2014-028-Defence-exp.pdf?utm_medium=email&utm_campaign=NATO+Press+Release+2014028&utm_content=NATO+Press+Release+2014028+CID_ce2d70b56f76095fb92e2728b5e75b79&utm_source=Email%20marketing%20software&utm_term=PDF%20file%20-%20392Kb
http://www.nato.int/nato_static/assets/pdf/pdf_topics/20140224_140224-PR2014-028-Defence-exp.pdf?utm_medium=email&utm_campaign=NATO+Press+Release+2014028&utm_content=NATO+Press+Release+2014028+CID_ce2d70b56f76095fb92e2728b5e75b79&utm_source=Email%20marketing%20software&utm_term=PDF%20file%20-%20392Kb
http://www.nato.int/nato_static/assets/pdf/pdf_topics/20140224_140224-PR2014-028-Defence-exp.pdf?utm_medium=email&utm_campaign=NATO+Press+Release+2014028&utm_content=NATO+Press+Release+2014028+CID_ce2d70b56f76095fb92e2728b5e75b79&utm_source=Email%20marketing%20software&utm_term=PDF%20file%20-%20392Kb
http://www.heritage.org/research/reports/2013/10/the-baltic-states-why-the-united-states-must-strengthen-security-cooperation
http://www.heritage.org/research/reports/2013/10/the-baltic-states-why-the-united-states-must-strengthen-security-cooperation
http://www.baltic-course.com/eng/energy/?doc=81067

ISSUE BRIEF | NO. 4162
MARCH 06, 2014

m Ease Baltic reliance on Russian natural gas.
The Baltic nations are entirely dependent upon
Russian natural gas imports. In conjunction with
recent regional projects to build LNG import ter-
minals, increased American LNG exports would
allow policymakers in the Baltics greater free-
dom to pursue geostrategic aims, namely the
preservation of Baltic security, with a lessened
impact of energy considerations.

A Good Move All Around. America’s energy
boom could have an important geostrategic impact
in the Baltics—but only if the U.S. eases or lifts

restrictions on the export of LNG to American allies

in the region. This lessened reliance on Russian nat-
ural gas imports for NATO allies in the Baltics serves

the interest of the U.S. in ensuring a peaceful and

stable region.

It is time for the U.S. to do what is best for its
interests in the Baltics and NATO allies and scrap
the restrictions on LNG exports to these nations.
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