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5.3 Power Projection by Pipeline: Russia, Sweden, and the Hybrid
Threat from the Nord Stream Project, 2005-2009

Michael Fredholm

By late 2005, Sweden suddenly faced what it perceived as a hard security
threat, in the unexpected form of a Russian pipeline project across the
Baltic  Sea which,  it  was suspected,  could be used as a sensor  platform for
Russian military intelligence. The pipeline would be ideally located for use
as  a  tripwire  sensor  chain  through  which  Russia  could  monitor  all
movements of aircraft, surface vessels, and submarines across the Baltic.
However, the pipeline project was a commercial venture, which could not
be opposed through regular security strategies due to international law. For
this reason, the Ministry of Defence commissioned a study of the
implications of the project and an inter-ministerial working group from the
ministries for foreign affairs, industry (enterprise), defence, agriculture, and
the environment was put together to address the threat and assess
counterstrategies to contain it.445

When faced with Swedish opposition, Russia responded with its own
multidimensional counter-counterstrategy, which for reasons which will be
explained included several major EU member states. In effect, Russia used
hybrid means to influence the media, society, and ministries of
neighbouring states to gain permission for a strategic industrial
infrastructure project. There were elements of what used to be known as an
influence campaign in these efforts, but a broad spectrum of actors was
used to achieve the objective of building the pipeline, which corresponded
to Russia’s, not Sweden’s, strategic interests. In effect, the two sides can be
said to have lined up their respective principal powers as follows:

445  Swedish state television eventually exposed an internal Swedish government document
on the working group’s suggested strategies against the proposed pipeline. Sveriges
Television (SVT), Nyheter, 07.12.2006. The internal document was a Policy Memoran-
dum from the Ministry of the Environment, then usually translated into English as the
Ministry of Sustainable Development (Miljö- och samhällsbyggnadsdepartementet),
dated 08.08.2006.
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Russian Actors Task Swedish Actors Task
Russian President Decision-making Ministry of Defence Coordination
State-controlled
Firm: Gazprom

Coordination Ministry of Justice EIA Approval (legal
issues)

State-controlled
Consortium: Nord
Stream AG

Pipeline construction Ministry of
Environment

EIA Approval
(environmental
issues)

Intelligence
Services

Intelligence collection Intelligence Services Intelligence
collection

State Institutions Seabed Survey Ministry of Defence Upholding state
sovereignty

Naval Forces Support to Seabed
Survey

Ministry of Defence Upholding state
sovereignty

Diplomatic Power
- Russia
- Germany
- Britain
- France
- Netherlands
- Denmark

Political support:
Continuous
Continuous
Initially
Limited
Limited
Limited

Foreign Ministry Political support

Media Power
- Nord Stream AG
- State Media
- PR Agencies

Lobbying
Media campaigns
Recruitment of policy
makers

FOI (Think Tank)
Media Houses

Media campaigns
Media campaigns

Table 7: Russian and Swedish Actors
Michael Fredholm
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To the Swedish government, the natural gas pipeline project was perceived
to be the very embodiment of a hybrid threat. With a hybrid threat defined
as

“a threat to a state or an alliance that emanates from the capability and intention of
an actor to use its potential in a focused manner, that is coordinated in time as well
as multi-dimensional (political, economic, military, social, media, etc.) in order to
enforce its interests,”446

this was hardly surprising. As a commercial endeavour, the proposed pipe-
line would have to be treated as any other commercial project. Yet, foreign
state organizations (the Russian diplomatic corps, aided to a certain extent
primarily by its German counterpart; the Russian Navy; Russian state-
controlled commercial enterprises such as Russia’s natural gas pipeline ex-
port monopoly Gazprom; and much of the Russian media) were deeply
involved in promoting the project.

The proposed pipeline was perceived as a threat to several Swedish core
interests. Sweden’s Defence Minister Mikael Odenberg summarized the
hybrid nature of the threat in a national public radio interview: “the gas
pipeline brings implications for energy policy, environmental policy, as well
as security policy.”447 The Swedish government was particularly concerned
over three core interests: the desire, based on environmental reasons, to
gradually end European reliance on hydrocarbons as a key source of energy;
the ambition (again for environmental reasons) to protect the Baltic Sea
environment from the effects of pollution, the disturbing of old munitions
and hazardous materials on the seabed, and if possible through a reduction
in the overall level of shipping; and the desire to minimize naval activities
in the Baltic (and, one could easily argue, in particular the presence of Rus-
sian naval units). In addition, the Swedish government felt duty-bound to

446  As defined by the National Defence Academy (Landesverteidungsakademie), Vienna:
“Eine hybride Bedrohung ist die Gefährdung eines Staates oder Staatenbündnisses
durch das Vermögen und die Absicht eines Akteurs, sein Potential zielgerichtet, mehr-
dimensional (politisch, wirtschaftlich, militärisch, gesellschaftlich, medial etc.) und in
einem zeitlich abgestimmten Zusammenhang zur Durchsetzung seiner Interessen ein-
zusetzen.”

447  Sveriges Radio (Sweden), 14.11.2006.



266

support the views of Poland and the Baltic states, which opposed the pro-
ject for reasons of their own, mainly having to do with their relations with
Russia and Poland’s role as a transit state for Russian natural gas supplies to
Western Europe. Moreover, the proposed pipeline was regarded as a hard
security threat in and of itself, since the Swedish Ministry of Defence reali-
zed at an early stage that it might be used as a platform for Russian military
intelligence collection against Swedish targets. Additionally, the means
eventually employed by the pipeline consortium to promote the pipeline
project were also perceived as threatening to Swedish political culture. Here
was indeed a commercial project which violated Sweden’s core interests,
yet it was beyond the control of the Swedish government-something
hitherto almost unheard of so close to Sweden’s borders. Instead it was
regarded as sponsored by two neighbouring great powers, Germany and
Russia, both of which had their own agendas and their own core interests
which in this particular case conflicted with those of several smaller neigh-
bours, among them Sweden.

This paper is divided into two parts. The first will describe the background
of the Nord Stream pipeline and primarily serves to summarize the evi-
dence for the pipeline project being a Russian government initiative and
not a straightforward private business venture, as was generally argued by
its proponents. In fact, to counter the response that the Swedish perception
of the pipeline project was an unfortunate overreaction to a mere commer-
cial  venture,  and an international one at  that,  it  will  be necessary to give a
lengthy (and to the non-expert, admittedly somewhat tedious) description
of the Russian energy sector and Russian energy policy. In addition, this
part of the case study serves to illustrate the difficulty in recognizing and
pinning down state participation in hybrid power projection employing
commercial entities.

Those who wish may skip the first part and go straight to the second which
will examine the pipeline project in its role as a hybrid threat to Swedish
core interests. This part will describe the variety of actors involved, and
their offensive means to promote the venture. In addition, it will examine
the  defensive  means,  also  of  a  hybrid  nature,  employed  by  Swedish  state
actors in their attempt to thwart the project, an attempt which ultimately
failed, yet succeeded in eliminating or at least reducing the project’s poten-
tial to threaten Sweden’s national security interests. On the surface, both
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the Swedish and Russian sides presented their cases as overt and transpar-
ent, and themselves as studiously reasonable and legalistic, yet both sides
engaged in activities which could only be interpreted as hostile to the other.
The devil was in the details, and a full description of the events which ac-
companied the Nord Stream project is necessary to perceive the hybrid
means employed by both sides to enforce their will.

5.3.1 Part 1: The Pipeline Project as a Russian Government Initiative

National and Commercial Interests in the Pipeline Project

A major energy infrastructure project such as the Nord Stream pipeline
cannot be understood without an analysis of the national and commercial
interests of the states and corporations involved. For Russia, the pipeline
project was the natural outcome of its national energy strategy.448

Few governments wish to be dependent on forces outside their control,
even if the dependence is mutual. This is particularly noticeable within the
field of energy security. While Russia is dependent on revenues from its
energy exports, many European countries are equally or more dependent
on Russia as a supplier of natural gas in particular. When possible, the Rus-
sian state strives, through its energy policy, to avoid dependence on other
states  and  at  the  same  time  to  dominate  its  domestic  market  as  well  as,
when possible, the international market. Russia sees a particular strategic
need to control the export and transit means for its exports to the interna-
tional market. Russia thus works to create export infrastructure on Russian

448  Fredholm, Michael: The Russian Energy Strategy & Energy Policy: Pipeline Diplomacy
or Mutual Dependence? In: Conflict Studies Research Centre, UK Defence Academy,
Russian Series 05/41, London 2005; Fredholm, Michael: Gazprom in Crisis: Putin’s
Quest for State Planning and Russia’s Growing Natural Gas Deficit. In: Conflict Stud-
ies Research Centre, UK Defence Academy, Russian Series 06/48, London 2006;
Fredholm, Michael: Strategies of Energy and Security in Contemporary Eurasia: Vul-
nerabilities and Opportunities in Russia’s Energy Relationships with Europe, Central
Asia, and China. In: Sreemati Ganguli (ed.): Strategising Energy: An Asian Perspective.
New Delhi 2014, p. 163ff.
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territory or across international waters that will eliminate the need to transit
energy deliveries through other states.

Besides, state control over much of the Russian energy infrastructure me-
ans that Russia finds its energy policy a vital component in various issues of
national security policy. The Russian desire to avoid dependence, for in-
stance, makes its leaders preoccupied with a wide range of perceived strate-
gic threats in the same way that some European Union (EU) countries
instead perceive Russia as a threat. Russia will under no circumstances ac-
cept a position of dependence towards any other country, considering this
a threat to its own national security. The Kremlin is no more immune to
the demands of national security than the countries of the EU, or for that
matter any other country.

Under the leadership of Vladimir Putin and Dmitry Medvedev, Russia de-
veloped, approved, and published its energy strategies in documents which
carried legal status. The 2003 Russian energy strategy expressed key goals
for Russia within the energy sector.449 The results of its direction could be
seen in several subsequent infrastructure projects carried out within the
state-controlled Russian energy firms. 450  In addition, Russia, as a state,
tends to take legislation such as the energy strategy seriously and tends to
follow official policy expressed therein.451

The 2003 Russian energy strategy concluded that the goals of the Russian
energy policy with regard to foreign countries included the need to
strengthen the position of Russia in the global energy market and maximize

449  Energeticheskaya strategiya Rossii na period do 2020 goda (“Energy Strategy of Russia
to the Year 2020”), Government of the Russian Federation Decree No. 1234-r,
28.08.2003. Approved on 23.05.2003 and confirmed by the Russian government on
28.08.2003.

450  Fredholm, Michael: The Russian Energy Strategy & Energy Policy: Pipeline Diplomacy
or Mutual Dependence? In: Conflict Studies Research Centre, UK Defence Academy,
Russian Series 05/41, London 2005.

451  See, e.g. Fredholm, Michael: Russia and Central Asian Security. In: Schlyter, Birgit N.
(ed.): Prospects for Democracy in Central Asia. Istanbul: Swedish Research Institute in
Istanbul Transactions Vol. 15, 2005, p. 97ff; on the Russian National Security Concept
and Foreign Policy Concept, pieces of legislation enacted for similar reasons as the en-
ergy strategy.
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the efficiency of the export possibilities of the Russian energy sector, and
to ensure that Russian companies had equal access to foreign markets,
technology, and financing.452 Russia would use its unique geographical and
geopolitical location. The energy factor would be a fundamental element
within Russian diplomacy, for the foreign policy realization of the energy
strategy and through diplomatic support to the interests of the Russian
energy companies abroad. The energy strategy occasionally used language
reminiscent of military strategy: the state would support the Russian com-
panies in the struggle for resources and markets.453

Parts of the conclusions of the 2003 energy strategy, primarily those con-
cerned with foreign markets, sounded alarming to Russia’s neighbours.454

The strategy listed the objective of securing Russia’s political interests, in
Europe and the neighbouring countries and within the Asia-Pacific region
with natural gas, and throughout the entire world with oil.455 However, it
also contained the objective to remain a stable and reliable partner for the
European countries and for the whole world community with regard to the
export of energy.456

But was Russia a stable and reliable partner? Many have argued the opposi-
te. In fact, Russia has often been accused of using its “energy weapon”
against the importing countries to secure advantages of various kinds. Ac-
cusations have been many and varied, but they can be summarized as
follows. Russia is said to wish to secure political dominance over neighbou-

452  Energeticheskaya strategiya (2003), p. 40f.
453  Ibid., p. 42f.  It  was not only the energy strategy that occasionally  used language remi-

niscent of military strategy. At the 3rd Russian Petroleum & Gas Congress in Moscow
on 21-23.06.2005, Semyon Vainshtok, then president of the Russian oil pipeline mo-
nopoly Transneft, quoted the famous 18th-century field marshal, Count Alexander Su-
vorov, to make a point.

454  Yet, it should in all fairness be pointed out that the 2003 strategy devoted the bulk of
its text to domestic Russian concerns. In addition to several references to energy secu-
rity, the energy strategy also, for instance, indicated the need for environmental securi-
ty. Energeticheskaya strategiya (2003), p. 26.

455  Ibid., p. 61 and 71.
456  Ibid., p. 41.
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ring countries; secure an economic monopoly there; and limit the West’s
influence in Eastern Europe.457

Yet, from the Russian point of view, it was Russia, not the EU states, that
was vulnerable to foreign policy pressure in the energy field. This was inti-
mately linked to Russia’s role as an exporter, because Russia itself depended
on transit routes to move the energy to its destination. In other words,
Russia regarded itself as suffering from transit dependence. This expressed
itself in the energy strategy, which singled out foreign threats (geopolitics,
macroeconomics, and business conditions) to Russian security, and
furthermore indicated the need to have export port terminals not under the
control of foreign powers.458 Transit dependence means dependence on a
foreign power, thus making Russia vulnerable not only to swings in busi-
ness conditions but more importantly, to economic or political blackmail—
making Russia the victim of precisely the policy of which others have ac-
cused Russia.

By  laying  a  natural  gas  pipeline  to  Germany  across  the  Baltic  Sea,  Russia
wanted to escape transit dependence. Besides, pipelines are both cheaper
and environmentally safer than other modes of shipping. However, the
investment cost to build a pipeline is huge. Furthermore, when a pipeline
has been built, it cannot be moved. To invest in a pipeline leading to a sin-
gle customer makes the supplier vulnerable to demands from the customer
to re-negotiate the price of energy or cancel imports, after the investments
have already been made and the project is committed. This was the lesson
Russia learned with regard to the Gazprom-sponsored gas pipeline to Tur-
key known as Blue Stream. This pipeline began operations in December
2002, but as early as March 2003, the Turkish side suspended imports (re-
portedly because of this country’s recession) in order to re-negotiate the
agreement in its favour. Geopolitical factors also complicated the deal, be-

457  See, e.g. Hedlund, Stefan: Russia as a Neighborhood Energy Bully. In: Russian Analyt-
ical Digest 100 (26.07.2011), p. 2ff.

458  Energeticheskaya strategiya (2003), p. 17 and 68.
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cause of the Turkish support for the American-sponsored South Caucasus
Pipeline from Azerbaijan to Turkey.459

A key strategic concern when projecting an international pipeline is thus
whether the pipeline will connect directly to the end consumer, or whether
it will pass through transit states. If so, will political decisions or the inter-
national context affect how the pipeline can be used, at present or in the
future? Because of perceived problems in its relations with the present
transit  states  (primarily  Poland,  Ukraine,  and  Belarus),  Russia  was  in  the
process of developing a system of natural gas pipelines (Nord Stream
across the Baltic and South Stream across the Black Sea) that would bypass
the  transit  states  and  instead  deliver  gas  straight  to  the  West  European
markets. From the point of view of state power, these pipeline projects
were often regarded as hostile to the transit states through which the Russi-
an energy exports to Western Europe so far flowed. Several of them were
not only transit states but also, in their turn, dependent on imported Russi-
an energy. Would Russia use threats of the suspension of energy exports as
a  means  to  impose  its  will  on  other  countries,  and  if  so,  would  Russia  be
successful? In the 1990s, a few cases had occurred in which Russia attemp-
ted to gain concessions, for instance from Lithuania, Ukraine, and Moldova.
However, none of these attempts were successful. Russia gained nothing
from its attempts.460 Despite frequent claims to the contrary, there were no
similar cases since the 2003 formulation of an energy strategy—with one
exception. Russia repeatedly used energy deliveries as a foreign-policy in-
strument against one particular foreign state, Belarus.461 This was perhaps
not surprising. First, Belarus was a state that since the signing of a treaty on
8 December 1999 envisioning greater political and economic integration
was formally united to Russia in a two-state union. Second, Belarus had for

459  Torbakov, Igor: Russian Gas Company Makes Concessions in Bid to Resolve Pipeline
Dispute with Turkey. In: Business & Economics, 09.07.2003.

460  Fredholm, Michael: The Russian Energy Strategy & Energy Policy: Pipeline Diplomacy
or Mutual Dependence? In: Conflict Studies Research Centre, UK Defence Academy,
Russian Series 05/41, London 2005.

461  See, e.g. IWPR’s Belarus Reporting Service 53, 02.03.2004, for one case among many.
See also Grib, Nataliya: Gazovyy imperator: Rossiya i novyy miroporyadok. Moscow:
Kommersant/Eksmo 2009, 39ff.
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domestic political reasons no support whatsoever to expect from the West,
even if it cried foul.

There were, however, frequent commercial disputes, in which politics at
times played a role. Several disputes involved Ukraine. The trade in natural
gas from Russia and Turkmenistan to Ukraine was characterized by opaque
relationships, secret contracts, and hidden beneficiaries, which, most ob-
servers concluded, engendered substantial corruption, with serious losses to
both the Russian and Ukrainian states as well as consumers and sharehol-
ders there and elsewhere in Europe.462

Some political analysts in Europe and elsewhere went further and claimed
that  what  Russia  really  wanted  was  to  limit  the  growth  of  democracy  in
Eastern Europe and use Eastern Europe as a first step in the creation of a
new global empire.463 Such arguments were firmly rooted in the field of
politics. Ultimately, this interpretation of Russia’s energy export policy be-
came an issue of faith. Either you believed in the threat, or you did not. It
was hardly coincidental that the most extreme views on Russia as an energy
supplier, whether positive or negative, tended to be found in those count-
ries that by force of geography and history depended on Russian natural
gas supplies and lacked most or all other options.

Sweden was among those neighbouring countries which to some extent
were alarmed by the 2003 Russian energy strategy. Sweden accordingly paid
a certain level of attention to the developments of the Russian energy sec-
tor. Sweden was not a transit country, nor was Sweden dependent on Rus-
sian energy. Natural gas provided only approximately 2 per cent of Swe-
den’s total energy consumption, and all gas deliveries came from Den-
mark.464 Sweden imported Russian crude oil and petroleum products, as

462  Fredholm, Michael: Natural-Gas Trade between Russia, Turkmenistan, and Ukraine:
Agreements and Disputes. Asian Cultures and Modernity Research Report 15. Stock-
holm University 2008.

463  See, e.g. Cohen, Ariel: Rethinking Reset: Re-Examining the Obama Administration Russia
Policy. Testimony before the U.S. House of Representatives. Committee on Foreign Af-
fairs, 07.07.2011.

464  Energimyndigheten (Swedish Energy Agency): Europas naturgasberoende: Åtgärder för
tryggad naturgasförsörjning. Eskilstuna 2006, p. 23ff; Energimyndigheten: Hur trygg är vår
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well as some electricity, but had several sources of supply and was in no
way dependent on deliveries from Russia.465 Then why was Sweden so con-
cerned? The explanation can be found in the project which was first called
North Transgas but soon would become known as the North European
Gas Pipeline (NEGP) and eventually-Nord Stream.

North Transgas and the North European Gas Pipeline Project

The idea to build a northern natural gas export pipeline from Russia across
the Baltic Sea originated in Finland and had been discussed since 1993.466

Finland, already dependent on Russian natural gas supplies, saw itself as a
future transit country and wished to host a major export pipeline from
northwestern  Russia  to  Germany.  A  feasibility  studies  for  such  a  venture
was carried out in 1997-1999, when Gazprom and the Finnish firm Fortum
(then Neste Oy) set up a parity joint venture, North Transgas Oy, to study
the expediency of building such a pipeline.467 Sweden was regarded as an
important  market  as  well.  On  3  December  1997,  Russia  and  Sweden,  re-
presented by Russian First Deputy Prime Minister Boris Nemtsov and
Swedish Industry (Enterprise) and Commerce Minister Anders Sundström,
respectively, signed a protocol about Sweden’s involvement in the
construction of the pipeline.468

Little came out of this joint venture, yet work continued in Russia. Alt-
hough Gazprom was organised as a joint-stock company and despite ha-
ving some limited foreign ownership, Gazprom in many ways operated as a

energiförsörjning? En översiktlig analys av hot, risker och sårbarheter inom energisektorn år
2006. Eskilstuna 2007, p. 25.

465  See, e.g. Larsson, Robert L.: Sweden and the NEGP. A Pilot Study of the North European
Gas Pipeline and Sweden’s Dependence on Russian Energy. Stockholm 2006, p. 41ff.

466  Sinijärv, Riivo: The NEGP. Estonian Perspective. In: Baltic Mosaic. St. Petersburg Winter-
Spring 2006), p. 6ff, here 6. Also noted by Jonathan Stern in Nord Stream: Secure Energy
for Europe: The Nord Stream Pipeline Project 2005-2012. Zug 2013, p. 30. Stern may refer
to the same source.

467  NEGP  web  site  <www.negp.info>  (defunct),  last  accessed  in  February  2006;  Russian
Petroleum Investor 13: 4 (April 2004), p. 30; Neft’ i kapital 10, 2004, p.113; Nord Stream:
Secure Energy for Europe: The Nord Stream Pipeline Project 2005-2012. Zug 2013, p. 15.

468  ITAR-TASS, 03.12.1997; Izvestiya, 17.11.1998.
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government agency, combining commercial and regulatory functions. 469

Envisaged as a new route for Russian natural gas exports to Western Euro-
pe, it was eventually decided in Moscow that the projected pipeline system
would pass beneath the Baltic Sea from, not Finland, but Russia’s Porto-
vaya Bay near Vyborg in the Gulf of Finland to Synergiepark Lubmin, near
Greifswald on the coast of Germany. The ambitious plan at that time in-
cluded branch lines to be built to feed natural gas to consumers in Finland,
Sweden (with an entry point at Nyköping), and the Russian Kaliningrad
enclave.470 Yet, the main beneficiaries of the gas supplies would be Germa-
ny, the Netherlands, and ultimately Britain. In Germany, two projected
pipelines  would  receive  the  gas  and  move  it  further.  One  was  the  Nord-
deutsche Erdgas-Leitung (NEL) to Rehden in Lower Saxony. The other
was the Ostsee-Pipeline-Anbindungs-Leitung (OPAL) to Olbernhau near
the Czech border (and on to Brandov in the Czech Republic).471 However,
the final terminus of the projected pipeline would be Britain, accessed
through the Interconnector pipeline from Zeebrügge (Belgium) to Bacton
(UK) or, eventually, the BBL pipeline from Balgzand (Netherlands) to Bac-
ton (UK).472 Other countries including Denmark would receive gas as well.

469  See, e.g. Fredholm, Michael: Gazprom in Crisis: Putin’s Quest for State Planning and Rus-
sia’s  Growing  Natural  Gas  Deficit.  In:  Conflict  Studies  Research  Centre,  UK  Defence
Academy, Russian Series 06/48, London 2006.

470  See, e.g. Izvestiya, 17.11.1998; International Energy Agency (IEA): Russia Energy Survey
2002. Paris 2002, 139. On Nyköping, see Nord Stream AG, Project Information
Document – Swedish Version (November 2006), dated 24.10.2006, p. 26. This was the
document submitted with the notification to the littoral states of the Baltic Sea on
14.11.2006.

471  Nord Stream: Secure Energy for Europe: The Nord Stream Pipeline Project 2005-
2012. Zug 2013, p. 247;  Nord Stream AG, Project Information Document – Swedish
Version (November 2006), dated 24.10.2006, p. 8. This was the document submitted
with the notification to the littoral states of the Baltic Sea on 1411.2006. Both pipelines
would be owned and managed by E.ON Ruhrgas and Wingas GmbH, the latter a joint
venture between Wintershall and Gazprom. See also Wingas Transport GmbH & Co.
KG, press release, 08.10.2007.

472  See, e.g. Northwest Russia Commercial News Update <www.bisnis.doc.gov>, 1-
31.12.2002. On the Zeebrügge-Bacton Interconnector, see the firm’s web site,
<www.interconnector.com>. On the Balgzand-Bacton-Line (BBL), operational since
2006, see the firm’s web site, <www.bblcompany.com.> Gasunie has a 60 per cent
share in BBL, while Belgian gas transport company Fluxys and E.ON Ruhrgas each
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In December 2000, the European Commission accordingly awarded the
project Trans-European Network (TEN) status, which would assist in at-
tracting funding from international financial institutes including the Euro-
pean Bank for Reconstruction and Development (EBRD) and European
Investment Bank. In January 2001, the chairmen of Gazprom and Fortum
submitted a joint letter to the prime ministers of Finland and Russia, re-
questing support of both governments and the EU for the pipeline project.
Two German companies, Ruhrgas and Wintershall, were invited into the
project and an agreement between the participating companies on a joint
study of the project to build the pipeline was signed in Moscow in April
2001.473 Cooperation between Ruhrgas and Gazprom went back to 1970
when Ruhrgas, together with several other German industrial companies
and banks, helped construct natural gas pipelines to acquire gas from Sibe-
ria for sale to Western Europe.474 Wintershall and Gazprom had begun
working together in 1990, when the Soviet Union and the Federal Republic
of Germany signed an international agreement for cooperation in the gas
industry.475

During the Russia-EU summit in Brussels on 11 November 2002, a work-
ing meeting took place between Alexei Miller, Gazprom Chief Executive
Officer (CEO),476 and François Lamoureux, Director-General of the Euro-
pean Commission Directorate-General for Transport and Energy (DG
TREN). As a result, DG TREN again recognized the pipeline project as a
priority project within the framework of the energy dialogue between Rus-
sia  and  the  EU.  On  18  November,  the  Gazprom board  decided  to  begin

have 20 per cent shares. Gazprom has an option to buy a 9 per cent stake in BBL, with
the shares coming from Gasunie, leaving the latter with a majority 51 per cent. See,
e.g., Grib, Nataliya: Gazovyy imperator: Rossiya i novyy miroporyadok.. Moscow 2009,
p. 121.

473  NEGP web site <www.negp.info>, last accessed in February 2006; Russian Petroleum
Investor 13: 4 (April 2004), p. 31.

474  Russian  Petroleum Investor  14:  5  (May 2005),  p.  53;  Nord  Stream:  Nord  Stream.  Se-
cure  Energy  for  Europe:  The  Nord  Stream  Pipeline  Project  2005-2012.  Zug  2013,
p. 15.

475  Russian Petroleum Investor 14: 5 (May 2005), p. 54.
476  Miller’s formal title was chairman of the management committee of Gazprom.
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execution of the pipeline construction project.477 On 21 November, Miller
met Leningrad Region governor Valery Serdyukov. The sides agreed to set
up a joint working group consisting of authorized representatives of the
Leningrad regional administration and two Gazprom subsidiaries, OOO
Lentransgaz and OAO Giprospetsgaz, to coordinate the pipeline project
on the territory of the Leningrad region. Then Miller travelled abroad. On
25 November, Miller met with Finnish Prime Minister Paavo Lipponen and
Fortum chairman Matti Vuoria in Helsinki. On 26 November, Miller met
with  Dutch  Prime  Minister  Jan  Peter  Balkenende  and  George  Verberg,
CEO of national gas company Nederlandse Gasunie, in The Hague. On
28-29 November 2002, Miller made an official visit to London at the invita-
tion of the British government. He met with the British Minister for Ener-
gy,  Brian  Wilson,  as  well  as  the  heads  of  British  Petroleum,  Royal
Dutch/Shell, Centrica, and Goldman Sachs. In all these meetings, the pipe-
line project was one of the projects under discussion.478

Miller also attempted to sell the idea of the pipeline project in Sweden. On
28 March 2003, Miller met Swedish Minister for Industry (Enterprise),
Employment and Communications Leif Pagrotsky in Stockholm, discus-
sing the possibility of supplying Russian natural gas to Sweden.479

On 30 June 2003, in the presence of Russian President Vladimir Putin and
British Prime Minister Tony Blair, a memorandum on cooperation with
regard to the pipeline project was signed with Britain.480 And late in 2003,
Gazprom established a foothold in the British gas market when Wingas (a
joint venture of Gazprom and Germany’s Wintershall) created a joint ven-
ture on a parity basis, HydroWingas Ltd., to market natural gas in Britain.481

Having gained international support, Gazprom and key Russian ministries
involved in the project then prepared a new feasibility study on the

477  Northwest  Russia  Commercial  News  Update.  December  2002,  p.  1ff.
<www.bisnis.doc.gov>; Russian Petroleum Investor 13: 4 (April 2004), p. 31f.

478  Russian Petroleum Investor 13: 4 (April 2004), p. 32.
479  Interfax, 31.03.2003.
480  NEGP web site <www.negp.info>, last accessed in February 2006; Russian Petroleum

Investor 13: 4 (April 2004), 32.
481  Russian Petroleum Investor 13: 4 (April 2004), 32f.
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construction of the pipeline. The resulting proposal of the Russian Energy
Ministry and Gazprom was examined by the Russian government. On 16
January 2004, Russian Prime Minister Mikhail Kasyanov signed decree No.
64-r of the Russian government to approve the proposal to build what was
now referred to as the North European Gas Pipeline (NEGP). The Russian
government charged the Energy Ministry with the preparation, with Ga-
zprom’s direct participation, of the necessary documentation for the
construction of the pipeline. The Russian government assigned to the Rus-
sian Federation State Committee for Construction and the Housing and
Utilities Sector (Gosstroy) and Russian Ministry of Natural Resources the
task of ensuring, jointly with interested federal bodies of executive authori-
ty, the state expert examination of this documentation, and the environ-
mental impact upon the regions that would be traversed by the pipeline.482

It was thus clear from the outset that the northern gas export pipeline pro-
ject was a Russian government initiative. There were commercial incentives
as well, and foreign participation, but as envisioned in the recently adopted
energy  strategy,  it  was  the  Russian state  which  took  the  initiative,  not  the
private sector.  It  was also representatives  of the Russian state who hence-
forth began to promote the project, among them notables such as Viktor
Kalyuzhny, Deputy Minister of Foreign Affairs of the Russian Federation
and Special Presidential Envoy for the Caspian Sea (and before that Minis-
ter of Fuel and Energy from 1999 to 2000), who declared that the NEGP
would dramatically increase Russia’s gas export potential.483

Even at this moment of perceived success, storm clouds were gathering
over the project. On 4 February 2004, a Gazprom board meeting addressed
the strategic issue of how to build an export policy in the face of the new
conditions imposed by the EU, which simultaneously aimed to protect the
energy security and labour markets of the member states and split up the
major energy companies in order to liberalize the market. The EU accord-
ingly demanded that companies such as Gazprom too would adhere to the

482  Ibid., p. 30f.
483  Kalyuzhny, Viktor, Deputy Minister of Foreign Affairs of the Russian Federation and

Russian Special Presidential Envoy for the Caspian Sea, Statement at the Caspian &
Black Sea Oil & Gas Conference 2004, Istanbul, 26.02.2004.
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new policies, which conflicted with Gazprom’s monopoly position. At
issue were both the new policies for the EU internal market and concerns
that Gazprom’s dominant position would make EU member states depen-
dent on Russia. The Gazprom board of directors reportedly concluded that
the solution would be for Gazprom, jointly with the Russian government,
to  “persuade”  the  EU  to  cooperate  and  not  to  reduce  Russian  gas  im-
ports.484 It would soon become clear that the Gazprom board and indeed
the Russian government in its enthusiasm and belief in its influence with
EU leaders underestimated the problem.485

On 11 February 2004, Gazprom CEO Miller held a Gazprom conference
in Moscow on the implementation of the NEGP construction project. It
was  decided  to  go  ahead  and  draft  a  detailed  feasibility  study.  It  was  also
decided to retain Dresdner Bank (Germany) and ABN Amro (Netherlands)
as financial consultants to work on the NEGP project and the British law
firm Linklaters as a legal consultant. It was also decided to conduct a tender
to select an engineering consultant for the project.486

484  Russian Petroleum Investor  13:  4 (April  2004),  p.  35f.  The board also decided to de-
velop a strategy for the expansion of the EU and Russia’s entry into the World Trade
Organization.

485  The Russian side was enthusiastic and on 05.02.2004 addressed the NEGP project
issues at a meeting with François Lamoureux, DG TREN, according to Viktor Khris-
tenko, then Russia’s deputy prime minister and subsequently minister of industry and
energy. Russian Petroleum Investor 13: 4 (April 2004), 37. On 06.02.2004, Khristenko
gave a briefing in Moscow that the first-phase feasibility study on the NEGP would be
completed before year-end 2004. He also said that a consortium of Gazprom and Fin-
land’s Fortum soon would sign a contract with the European Commission to develop
a feasibility study on the pipeline. Ibid., p. 36.

486  Ibid., p. 33 and 36. The deal with Dresdner Bank had been finalized on the day before,
on 10.02.2004, when Miller met in Moscow with Herbert Walter, chairman of the
Dresdner Bank board of managing directors, the two agreeing that the bank would act
as a financial consultant on the project. Reuters, 10.02.2004. Finally, having carried out
this preparatory work, an investment decision on the NEGP would be made in the
fourth  quarter  of  2004.  This  date  was  later  postponed,  however.  In  the  fall  of  2004,
Gazprom announced that it would decide whether to invest in the construction of the
NEGP in the first  quarter of 2005. Russian Petroleum Investor  14: 4 (April  2005), p.
42.
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Gazprom planned to launch construction work in 2005, estimated that the
NEGP would be commissioned in 2007-2008, and would be able to supply
20 to 30 billion cubic meters (bcm) of gas per year. 487  There  was  a
considerable demand for these supplies in Germany and Britain, both of
which needed additional gas imports. Several international energy compa-
nies, including Ruhrgas and Wintershall (both of Germany), Gasunie (The
Netherlands), Royal Dutch/Shell (Britain/Netherlands), Total (France),
and British Petroleum and Centrica (both of  Britain),  displayed an interest
in the NEGP project.488 But Gazprom wanted more than investments and
had additional criteria when it came to the selection of project participants.
Gazprom wanted  partners  which  could facilitate  gas  sales  in  new markets
and closure of long-term contracts for gas purchase at fixed prices.489 What
Gazprom wanted was security of supply, which indeed is the goal of most
energy producers. Gazprom defined this as (1) physical security (reliable
infrastructure, sufficient resource base); (2) economic security (stability); (3)
legal security, and (4) secure demand (long-term projects and contracts).490

The need for a secure demand derived from the very substantial investment
costs required for construction of new energy infrastructure.

Vladimir Putin’s Views on Russian Energy Policy

As had become clear from the conclusion by the Gazprom board of direc-
tors that Gazprom, jointly with the Russian government, had to “persuade”
the EU to cooperate, the project was to a considerable extent not only ini-
tiated by but also dependent on the Russian state. This was no coincidence.
It also conformed to the views expressed by Russia’s President Putin.

Until mid-2003, Russian energy policy remained the composite product of
many disparate actors, both within the state structures and the Russian pri-

487  Russian Petroleum Investor 13: 4 (April 2004), p. 30 and 35.
488  NEGP web site <www.negp.info>, last accessed in February 2006; Russian Petroleum

Investor 13: 4 (April 2004), 32 and 34.
489  Russian Petroleum Investor 13: 4 (April 2004), 34.
490  Tsygankov, Stanislav (Head of the Department for Foreign Economic Activities, Gaz-

prom), “Export Strategy for Russian Gas: Securing a Reliable Supply,” 7th Russian Pe-
troleum & Gas Congress, Moscow, 25.06.2009.
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vate sector. Until the spring of 2003, energy company executives even took
part in the decision-making process at government level.491 Unlike Boris
Yeltsin before him, Putin attempted to limit the opportunities for the busi-
ness oligarchs to enjoy direct presidential access. He preferred that a rede-
fined version of the Russian Union of Industrialists and Entrepreneurs
function as business advisory board for the Presidency.492 Policy was soon
settled in favour of state control, as described in the 2003 energy strategy.493

This certainly included major export pipelines. Vladimir Putin stated, on 29
April 2004, that he did not intend to end state control over pipeline trans-
portation, the key factor in Russian oil and natural gas transportation. “At
the moment I consider that there are no grounds for the state to give up its
control over pipeline transportation. But this does not hinder private in-
vestment, which will be welcomed.” Putin continued that “private invest-
ment is possible with continued state control and state ownership of pipe-
line transport”.494

Putin’s opinion on this matter was well known, as was the fact that he
considered natural gas a key strategic commodity. Already in October 2003,

491  See, e.g., Interfax, 20.12.2002, on the Russian president’s regular contacts with top
Russian  businessmen.  An  earlier  example  is  provided  by  the  1995  energy  strategy,
which  was  drafted  by  a  number of  commissions  that  included,  in  addition  to  various
government appointees, A. F. Dyakov, president of UES, V. D. Chernyayev, president
of  Transneft,  V.  I.  Ott,  vice-president  of  Rosneft,  R.  I.  Vyakhirev,  president  of  Gaz-
prom, V. Yu. Alekperov, president of LUKoil, and V. A. Fedorchenko, president of
the East-Siberian Oil and Gas Company. For further information, see Fredholm, Mi-
chael: The Russian Energy Strategy & Energy Policy: Pipeline Diplomacy or Mutual
Dependence? In: Conflict Studies Research Centre, UK Defence Academy, Russian
Series 05/41, London 2005; Fredholm, Michael: Gazprom in Crisis: Putin’s Quest for
State  Planning  and  Russia’s  Growing  Natural  Gas  Deficit.  In:  Conflict  Studies  Re-
search Centre, UK Defence Academy, Russian Series 06/48, London 2006.

492  Shevtsova, Lilia: Putin’s Russia. Washington, DC 2003, p. 180.
493  For further information, see Fredholm, Michael: The Russian Energy Strategy & Ener-

gy Policy: Pipeline Diplomacy or Mutual Dependence? In: Conflict Studies Research
Centre, UK Defence Academy, Russian Series 05/41, London 2005; Fredholm, Mi-
chael: Gazprom in Crisis: Putin’s Quest for State Planning and Russia’s Growing Nat-
ural Gas Deficit. In: Conflict Studies Research Centre, UK Defence Academy, Russian
Series 06/48, London 2006.

494  Interfax, 29.04.2004.
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Putin reportedly told visiting German Chancellor Gerhard Schröder in Ye-
katerinburg:

“The gas pipeline system is the creation of the Soviet Union. We intend to retain
state control over the gas transportation system and over Gazprom. We will not
divide Gazprom. And the European Commission should not have any illusions. In
the gas sector, they will have to deal with the [Russian] state.”495

Putin’s views on state planning and the importance of the energy policy for
Russia’s foreign relations went years back, to the time before he became
president of Russia. Indeed, these views formed the key part of the candi-
date of sciences dissertation in economics that Putin defended in June 1997
when he was still a senior official. The dissertation was written on the topic
of “strategic planning of the reproduction of the mineral raw materials base
of the region under conditions of the formation of market relationships” at
St. Petersburg’s well-known State Mining Institute.496 What seems to have
been either an abstract or a further development of the dissertation was
published in January 1999 as an article on “mineral raw materials in the
strategy for development of the Russian economy” in the journal of the
institute, his being the lead article in an issue devoted to the fuel and energy
complex.497

495  Felgengauer, Pavel: Oborona neftegazovoy truby. In: Novaya Gazeta 76.
496  Putin, Vladimir: Strategicheskoye planirovaniye vosproizvodstva mineral’no-syr’yevoy

bazy regiona v usloviyakh formirovaniya rynochnykh otnosheniy (Sankt-Peterburg i
Leningradskaya oblast’). St. Petersburg 1997. On the State Mining Institute, see its web
site, <www.spmi.ru>.

497  Putin, Vladimir:  Mineral’no-syr’yevyye resursy v strategii razvitiya Rossiyskoy
ekonomiki. Zapiski Gornogo Instituta 144 (1999), p. 3ff. The article has since been
translated into English and re-published in Balzer, Harley: Vladimir Putin’s Academic
Writings and Russian Natural Resource Policy. Problems of Post-Communism 53:1
(January/February  2006),  p.  48ff.  See  also Balzer,  Harley:  The Putin  Thesis  and  Rus-
sian Energy Policy. In: Post-Soviet Affairs 21:3 (2005), 210ff. Putin’s dissertation and
journal paper were first brought to public light in Olcott, Martha Brill: The Energy
Dimension in Russian Global Strategy. Vladimir Putin and the Geopolitics of Oil
(Houston, Texas 2004), p. 16. Olcott doubted whether Putin wrote the dissertation
himself or relied on a ghost writer, but she did not doubt that he stood for the views
presented therein.
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In his dissertation, Putin outlined his belief that state planning must be the
key to the management of Russia’s natural resources:

“The main result of the dissertational work is that normative methodological rec-
ommendations on the creation of a system of strategic planning can be developed,
corresponding to and based on the received scientific results. These recommenda-
tions will arm the state organs at all levels with an instrument with which to realize
the strategic goals in developing the mineral raw materials complex.”498

“Sustainable development of Russia’s economy in the near term must be
based on systematic growth in her developed sectors, and, most of all, on
her mineral resource potential,” Putin noted. He continued: “The main
reserve to,  in the near future,  make Russia  a  great  economic power with a
high living standard for the majority of the population is maximum support
for the fatherland’s processing industry based on the extractive com-
plex.”499 Putin also concluded that the strategic goal of state policy with
regard to decisions about domestic and foreign economic policy must be
“aimed at furthering the geopolitical interests and maintaining the national
security of Russia.”500 Putin did not believe in globalization or global mar-
ket forces, at least not at this particular stage in Russia’s economic develo-
pment. State planning must be at the core of Russia’s resource management,
he concluded. Russia’s mineral resources would serve as the basis for Rus-
sia’s economic development and as a guarantee for the country’s economic
security. This demanded what Putin described as the “creation, with full
support from the state, of large financial-industrial groups-corporations
with an interbranch profile that will be able to compete with Western

498  Putin, Vladimir: Strategicheskoye planirovaniye vosproizvodstva mineral’no-syr’yevoy
bazy regiona v usloviyakh formirovaniya rynochnykh otnosheniy (Sankt-Peterburg i
Leningradskaya oblast’). St. Petersburg 1997, p.175.

499  Putin, Vladimir: Mineral’no-syr’yevyye resursy v strategii razvitiya Rossiyskoy
ekonomiki. Zapiski Gornogo Instituta 144 (1999), p. 3; translation from Balzer, Harley:
Vladimir Putin’s Academic Writings and Russian Natural Resource Policy. Problems of
Post-Communism 53:1 (January/February 2006), p. 49.

500  Putin, Vladimir: Mineral’no-syr’yevyye resursy v strategii razvitiya Rossiyskoy
ekonomiki. Zapiski Gornogo Instituta 144 (1999), p. 7; translation from Balzer, Harley:
Vladimir Putin’s Academic Writings and Russian Natural Resource Policy. Problems of
Post-Communism 53:1 (January/February 2006), p. 53.
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transnational corporations.”501 State-sponsored foreign investment in Rus-
sia’s extractive industries would also be needed, Putin noted, but the Russi-
an state must under no circumstances lose control of the country’s re-
sources. A key demand, in Putin’s words, was to “ensure that national inte-
rests are maintained when attracting foreign investment.”502

Incidentally, Putin’s views on Russian energy security would seem to cor-
respond to his thoughts on global energy security. In February 2006, when
Russia had assumed the presidency of the Group of Eight (G8, consisting
of Britain, the United States, Russia, France, Germany, Japan, Italy, and
Canada), Putin concluded that “all it takes is for mankind to create a balan-
ced [energy security] potential in order to provide every state with
sustainable energy supply, and international cooperation opens all avenues
for that.”503 In other words, energy security was the business of states and
the appropriate state organs, not privately owned corporations.

As president, Putin began to realize his vision for Russia. The natural mo-
nopolies including the energy sector, of which Gazprom was a key compo-
nent, were being put under the personal authority of representatives of the
Russian state in the form of members or chairmen appointed to the boards
of directors. Since these representatives were generally regarded as Putin’s
men and came from Putin’s own staff, the Presidential Administration, it
was clear that not only was Putin strengthening state control over the natu-
ral monopolies, he was also strengthening direct presidential control. 504

501  Putin, Vladimir: Mineral’no-syr’yevyye resursy v strategii razvitiya Rossiyskoy
ekonomiki. Zapiski Gornogo Instituta 144 (1999), p. 6; translation from Balzer, Harley:
Vladimir Putin’s Academic Writings and Russian Natural Resource Policy. Problems of
Post-Communism 53:1 (January/February 2006), p. 51.

502  Putin, Vladimir: Mineral’no-syr’yevyye resursy v strategii razvitiya Rossiyskoy
ekonomiki. Zapiski Gornogo Instituta 144 (1999), p. 8; translation from Balzer, Harley:
Vladimir Putin’s Academic Writings and Russian Natural Resource Policy. Problems of
Post-Communism 53:1 (January/February 2006), p. 54.

503  Putin,  Vladimir:  ’Energy  Egotism  Is  a  Road  to  Nowhere’.  In:  Wall  Street  Journal,
29.02.2006.

504  Fredholm, Michael: The Russian Energy Strategy & Energy Policy: Pipeline Diplomacy
or Mutual Dependence? In: Conflict Studies Research Centre, UK Defence Academy,
Russian Series 05/41, London 2005 Policy.
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Examples of his appointees included both Alexei Miller, a friend of Putin
from St. Petersburg, who was appointed CEO of Gazprom in May 2001,505

and Dmitry Medvedev, the Head of the Presidential Administration, who
was appointed Chairman of Gazprom in June 2002.506 Among other Ga-
zprom board members with direct links to the Russian top leadership were,
by 2004, German Gref, Minister for Economic Development and Trade of
the Russian Federation; Viktor Khristenko, Minister of Industry and Ener-
gy of the Russian Federation; Farit Gazizullin, Minister for Property Relati-
ons of the Russian Federation; Igor Yusufov, Special Representative of the
President of the Russian Federation for International Energy Cooperation,
Ambassador-at-large of the Ministry of Foreign Affairs of the Russian Fe-
deration; and (until 25 June 2004) Alexandra Levitskaya, First Deputy Head
of the Secretariat of the Presidential Administration.507

The Putin-Schröder Concord

On 8 July 2004, during German Chancellor Gerhard Schröder’s visit to
Moscow, Germany’s largest electricity and gas concern, E.ON AG, and
Gazprom signed a memorandum of understanding with regard to a variety
of areas of energy sector cooperation including the construction of the
NEGP.  This  strategic  alliance  was  hardly  surprising.  E.ON  was  now  Ga-
zprom’s largest foreign investor, having in February 2003 acquired Ruhrgas
AG  (and  had  on  1  July  2004  changed  the  firm’s  name  to  E.ON  Ruhrgas
AG; E.ON Ruhrgas thus controlled directly and through Gerosgaz, a joint
venture with Gazprom subsidiary Gazexport, 6.43 per cent of Gazprom’s

505  Upstream, 17.06.2005, p. 32.
506  Gazprom web site, <www.gazprom.ru>. Medvedev was chairman of the board of

directors of Gazprom also in 2000-2001, as well as deputy chairman of the board of
directors of Gazprom from 2001 to June 2002. Russian President’s official website,
<www.kremlin.ru>, last accessed in September 2008.

507  Gazprom Annual Report 2004, dated 17.05.2005. Inside observers concluded that
even though the election of Gazprom’s new board of directors was scheduled for
25.06.2004, it virtually took place at the 04.02.2004 Gazprom board meeting, with the
main proposed candidates from the government already selected to the 2004 board of
directors. Russian Petroleum Investor 13: 4 (April 2004), p. 36.
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shares).508 The foundation for cooperation between Gazprom and E.ON
thus became Ruhrgas, which had worked with Gazprom since 1970.509

Yet negotiations continued with Wintershall as well. Wintershall AG was a
fully owned energy sector subsidiary of the chemical concern BASF AG.
On 11 April 2005, at the Hannover International Trade Fair, Gazprom
CEO Alexei Miller and BASF Chairman of the Board Jürgen Hambrecht
signed a memorandum of understanding with regard to natural gas produc-
tion in Russia and elsewhere. As part of the agreement, Wintershall AG
would receive a 49 per cent interest in a joint venture to construct the first
phase of the NEGP.510 On the same day in Hannover, Miller also met with
the  CEOs  of  E.ON  and  E.ON  Ruhrgas,  Wulf  Bernotat  and  Burckhard
Bergmann. The three company heads continued work on details of the
memorandum of understanding signed in the summer of 2004. It had
become  apparent  that  the  deal  was  a  complex  one  that  also  included  in-
vestments in the Russian gas industry. It was clear that BASF had reached
an  agreement  first,  but  E.ON  was  still  interested  in  the  project.  At  the
Hannover press conference Miller noted: “Now E.ON knows that it has a
serious foreign competitor”.511

On 15 February 2005, after a meeting with German Chancellor Schröder,
Miller had announced that the NEGP would be in operation by 2010.512

Finland and Fortum were now out of the picture, and so was the Finnish
vision of turning Finland into a transit state. On 17 May 2005, the Ga-
zprom board of directors approved the acquisition of the remaining 50 per
cent  interest  in  the  joint  venture  North  Transgas  Oy,  owned  by  Fortum
Heat  and  Gas  Oy.  Fortum explained its  withdrawal  from North  Transgas
Oy  as  part  of  a  “restructuring  of  its  gas  assets”.513 In reality, Fortum had
lost interest in the project. As the hope for Finland to become a transit

508  Russian Petroleum Investor 13: 9 (October 2004), p. 26ff, on 26.
509  Russian Petroleum Investor 14: 5 (May 2005), p. 53.
510  Ibid., p. 49 and 54.
511  Ibid., p. 50.
512  Ibid., p. 55.
513  Fortum Corporation Interim Report, January-June 2005. Russian Petroleum Investor

14: 10 (November/December 2005), p. 48.
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country had evaporated, Fortum had acquired new priorities. Besides, the
German firms had taken a firm lead as foreign partners in the fundamental-
ly Russian project.

On 8 September 2005, Russian President Vladimir Putin and German
Chancellor Gerhard Schröder met in Berlin. During the meeting, Alexei
Miller, Gazprom CEO, Jürgen Hambrecht, chairman of the board of BASF
AG,  and  Wulf  Bernotat,  chairman  of  the  board  of  E.ON  AG,  signed  an
agreement in principle to construct the NEGP. The parties would create a
Russian-German joint venture, the North European Gas Pipeline Com-
pany (NEGPC) as the operator of the project. Gazprom would hold 51 per
cent interest in the joint venture, and the German companies would each
hold 24.5 per cent (through E.ON Ruhrgas AG and Wintershall Holding
GmbH, respectively). It was now confirmed that the pipeline would allow
Russia direct access to western EU markets, bypassing existing transit
countries. Both the Russian and German sides regarded as a key prerequisi-
te of the project that natural gas delivery through NEGP to the consumer
would not be contingent on the political will of the transit countries, Po-
land, Ukraine, and Belarus. There would also be no transit fees as were paid
when moving natural gas through other countries. 514  On 16 September
2005, Gazprom CEO Miller signed an order for the investment phase of
the NEGP project.515 Preparations for construction began, in particular in
the Vologda and Leningrad Regions which in any case needed further natu-
ral gas infrastructure for their own use.516

Now Britain,  then already a  net importer of  natural  gas,  felt  left  out.  Two
years had passed since the Putin-Blair meeting when a memorandum of
cooperation had been signed. On 13 September 2005, the British Minister
for Energy, Malcolm Wicks, speaking at a meeting of the Association of
European Businesses in Moscow confirmed that Britain remained inte-

514  Russian Petroleum Investor 14: 10 (November/December 2005), p. 46 and 51.
515  Ibid., p. 46.
516  Ibid., p. 49.



287

rested  in  Russian  natural  gas  supplied  via  the  NEGP.  He  also  argued  for
British companies to participate in the project.517

It was really only from the September 2005 Schröder-Putin summit that the
neighbouring countries began to comment on the project. Having been
quite deliberately shut out of the project and at risk of losing both transit
fees and political influence over the Russian gas trade with Western Europe,
Poland and Ukraine opposed the construction of the NEGP. So did the
Baltic states. Political leaders from the Baltic states and Poland, including
Latvian Prime Minister Aigars Kalv tis, made attempts to persuade the EU
that  the  decision  by  Russia  and  Germany  to  build  the  NEGP  across  the
Baltic Sea was “ill-conceived” and that the project should not be imple-
mented. Polish President Aleksander Kwa niewski had by then already
opposed the project, claiming that he was bewildered that Russia and Ger-
many would carry out such a large-scale project while ignoring the econo-
mic interests of other EU member states. Kwa niewski also argued that the
NEGP project was environmentally disruptive, as well as “ineffectual from
economic and political perspectives” and “a bad project”. Others including
Lithuania’s Prime Minister Algirdas Brazauskas argued that construction of
the NEGP would turn into an environmental catastrophe for the Baltic Sea
and that Second World War-era chemical weapon caches on the Baltic se-
abed would be disturbed by the construction work and cause an ecological
disaster.518 In  a  controversial  statement  at  a  conference  in  Brussels  on  30
April 2006, Polish Minister of National Defence Rados aw Sikorski said the
oil pipeline deal was in the Molotov-Ribbentrop tradition, in comparison to
the 1939 Molotov-Ribbentrop non-aggression pact between the Soviet and
Nazi German foreign ministers dividing Poland between the two count-
ries. 519  Some even began to refer to the project as the Putin-Schröder
pact.520

517  Ibid., p. 52.
518  Ibid., p. 51.
519  BBC News, 30.04. 2006; Der Spiegel Online, 01.05.2006.
520  Sinijärv, Riivo: The NEGP. Estonian Perspective. In: Baltic Mosaic. St. Petersburg

Winter-Spring 2006), p. 7.
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However, in Finland comments were muted. Since neither Sweden’s
government nor industry had yet been formally invited to participate, there
were few immediate comments there either.

On 9 December 2005, construction work on the project began in the form
of the welding of the first joint of NEGP, in the area of the Babayevo vil-
lage in the Vologda Region. Among those attending the ceremony were
Russian Prime Minister Mikhail Fradkov, Minister of Industry and Energy
Viktor Khristenko, German Minister for Economy and Technology Micha-
el Glos, Gazprom CEO Miller, and the chief executives of the German
firms  E.ON  AG  and  BASF  AG,  Wulf  Bernotat  and  Jürgen  Hambrecht.
The new German Chancellor Angela Merkel declined to participate.521

After the ceremony, it was announced that German ex-Chancellor Gerhard
Schröder would become the future chair of the North European Gas Pipe-
line Company (NEGPC) shareholders’ committee (board of directors). It
also became know that Matthias Warnig, chairman of the Board of Direc-
tors of Dresdner Bank ZAO in the Russian Federation, had been proposed
as managing director of the NEGPC.522 Neither appointment was totally
unexpected, and the choice of Schröder had been preceded by rumours to
that effect since 10 October.523

The appointment of Schröder caused a heated debate in Germany. While
the energy industry generally considered the appointment a boon which
would guarantee good relations with Gazprom and Russia, much of the
media regarded the appointment as a disgrace or worse.524

As  agreed,  the  joint  Russian-German  venture  NEGPC was  established  in
Zug, Switzerland, on 5 December 2005. Gazprom held 51 per cent in the
joint venture and BASF and E.ON each had a 24.5 per cent stake. Zug was

521  NEGP Press Release, 09.12.2005; Russian Petroleum Investor 15: 2 (February 2006),
p. 12.

522  Russian Petroleum Investor 15: 2 (February 2006), p. 10; Russian Petroleum Investor
15: 6 (June/July 2006), p. 26.

523  Roth, Jürgen: Der Deutschland-Clan: Das skrupellose Netzwerk aus Politikern, Top-
Managern und Justiz. Frankfurt am Main 2006, ch.7.

524  Russian Petroleum Investor 15: 2 (February 2006), p. 10.
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reportedly chosen because of its favourable taxation legislation. 525  Since
Gazprom remained controlled by the Russian state, the project thus retai-
ned its character of a Russian state project although with, in the words of
Putin, foreign investment. On 30 March 2006, the first official meeting of
the shareholders’ committee of the NEGPC was held at the Gazprom
headquarters in Moscow. Gazprom proposed, and the committee elected,
Gerhard Schröder as chairman.526

As managing director of the NEGPC, the Shareholders’ Committee, as
expected, appointed Matthias Warnig.527 During the last decade of the Cold
War, Warnig had been a Ministry for State Security (Ministerium für Staats-
sicherheit, MfS, since commonly known as the Stasi) officer in Dresden, at
the same time when Vladimir Putin served there as a representative of the
Soviet security service, the Committee for State Security (KGB). Putin ser-
ved in East Germany with the KGB from 1985 to 1990.528 Warnig served
with the Stasi from 1975 but was on duty in West Germany from 1986 to
August 1989. Although Warnig and Putin claimed not to have met before
St.  Petersburg  in  October  1991,  they  had  certainly  been  good  friends  for
more than a decade.529 Warnig’s background too was duly noted by foreign
observers, in Sweden and elsewhere.530

525  Saar-Echo (Germany), 14.12.2005. Zug was already the home of another Gazprom
joint venture, RosUkrEnergo. Fredholm, Michael: Natural-Gas Trade between Russia,
Turkmenistan, and Ukraine: Agreements and Disputes. Asian Cultures and Modernity
Research Report 15. Stockholm University 2008.

526  Russian Petroleum Investor 15: 6 (June/July 2006), 26; Nord Stream: Nord Stream.
The New Gas Supply Route to Europe (Nord Stream Press Information, 22.11.2006).

527  Russian Petroleum Investor 15: 6 (June/July 2006), p. 26.
528  The Telegraph (UK), 27.02.2005; St. Petersburg Times (Russia), 01.03.2005; Grib,

Nataliya: Gazovyy imperator: Rossiya i novyy miroporyadok.. Moscow 2009, p. 145.
529  Die Welt (Germany), 03.08.2014; Der Spiegel (Germany) 35, 2008, p. 81. However,

Roth refers to a former Stasi officer who claimed that Putin and Warnig met already in
East  Germany.  Roth,  Jürgen:  Der  Deutschland-Clan:  Das  skrupellose  Netzwerk  aus
Politikern, Top-Managern und Justiz. Frankfurt am Main 2006, ch.7.

530  Larsson, Robert L.: Sweden and the NEGP. A Pilot Study of the North European Gas
Pipeline and Sweden’s Dependence on Russian Energy. Stockholm 2006, p. 21. Ac-
cording to one of the U.S. State Department cables exposed by Wikileaks, Ambassador
John R. Beyrle at the U.S. Embassy in Moscow in 2009 apparently advised that “given



290

Moreover, although an office opened in Zug on 4 October 2006, the
shareholders’ committee decided to open a NEGPC branch office in
Moscow as well.531 It later became clear that important activities took place
in Moscow, not Zug. Yet the consortium claimed that more than three
quarters of the total staff of about 70 would work in Zug.532 The same im-
portance to the Moscow link seems to have applied to the appointment of
Warnig, who in a meeting with the U.S. Ambassador in Moscow reportedly
described himself as a “de facto employee of Gazprom.”533

5.3.2 Part 2: The Pipeline Project as a Hybrid Threat

The Swedish Government’s Reaction

As noted, the Swedish government perceived the proposed NEGP as a
threat  to  several  Swedish  core  interests:  the  desire  to  gradually  end  Euro-
pean reliance on hydrocarbons as a key source of energy; the ambition to
protect the Baltic Sea environment; and the desire to minimize naval activi-
ties in the Baltic. In addition to these laudable goals, there was the military
dimension, the hard security threat, which in effect would overshadow the
others.

It was known that a pipeline such as the NEGP might be used as a sensor
platform for Russian military intelligence collection against Swedish targets.
This was not a mere hypothetical scenario, nor was the installation of sen-

Warnig’s reportedly close friendship with Prime Minister Putin, we recommend the
Department facilitate Mr. Warnig’s meeting requests.” Reference ID
#09MOSCOW1530, dated 11.06.2009. <http://wikileaks.org>.

531  Russian  Petroleum  Investor  16:  1  (January  2007),  p.  31;  Nord  Stream:  Nord  Stream.
The New Gas Supply Route to Europe (Nord Stream Press Information, 22.11.2006).
Apparently “a handful of employees” had met in Zug to establish a headquarters al-
ready  in  August  2006.  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The
Nord Stream Pipeline Project 2005-2012. Zug 2013, p. 4 and 21. They included Mat-
thias Warnig and other senior managers. Kommersant (Russia), 30.08.2006.

532  Nord  Stream:  Nord  Stream.  The  New  Gas  Supply  Route  to  Europe  (Nord  Stream
Press Information, 22.11.2006), p. 5.

533  According to one of the U.S. State Department cables exposed by Wikileaks. Refer-
ence ID #09MOSCOW1530, dated 11.06.2009. <http://wikileaks.org>.
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sors only a precaution against terrorism, as the Russian side from time to
time claimed.534 As early as 2004, the Russian Baltic Fleet had implemented
plans to install a radar station on an oil platform at the Kravtsovskoye de-
posit  (known  as  D-6),  located  22  km  from  the  shore  of  Kaliningrad,  to
which the platform was connected with a pipeline, on the Baltic shelf and
owned by the Russian oil company LUKoil-Kaliningradmorneft. This faci-
lity had been announced as the Baltic Fleet’s first sea-based radar station
and,  due  to  the  platform’s  position  in  the  Baltic  Sea,  was  described  as  a
significant addition to the Baltic Fleet’s surveillance capability.535 Plans for
integrated systems for monitoring air, surface, and underwater movements
had already been announced in 1999, with the stated intention of guarding
and defending littoral territories and sea zones against intrusion by subma-
rines  and  surface  ships  as  well  as  against  saboteurs  and  terrorists  from
“groups of people or enemy states” through the use of a variety of sensor
systems including over-the-horizon target acquisition radar, optronic sur-
veillance systems, electronic reconnaissance systems, and sonar and
electromagnetic surface and underwater target acquisition systems.536 Besi-

534  Hinted at by Russian defense minister Sergei Ivanov already on 15.05.2006 in his
comment that the Northern Fleet would be vested with the task of anti-terrorist
defense and of providing security for the routes of transportation of Russian
hydrocarbon resources to world markets. ITAR-TASS, 16.05.2006.

535  ITAR-TASS, 12.06.2004.
536  Baranenko, Anatoly/Belyayev, Vladimir/Klimov, Sergei/Kuzmenko,

Anatoly/Sokolov, Sergei and Shcherbakov, Nikolai: Protection of 200-Mile Zone, a
Priority Task of Coastal States. In: Military Parade: The Magazine of the Military
Industrial Complex 31, January-February 1999, p. 48ff. The authors were
distinguished, with Rear Admiral Baranenko the head of the Radio-electronic Warfare
Center at the Naval Academy, Kuzmenko the Chief Expert of the Navy Directorate of
the Rosvooruzhenie state enterprise, and the others affiliated to the Altair state
research and production association. Additional information on the technology was
published by Rear Admiral Baranenko in Soloviev, Igor/ Korol’kov, Grigoriy and
Anatoly, Baranenko: Morskaya radioelektronika: Spravochnik. Politekhnika, 2003, ch.
2. See also Baranenko, A./Karpov, M./Demidovich, A. and Makarov Yu: BSN kak
element boyevogo obespecheniya VMF (Shore observance system as an element of the
Navy’s combat support). In: Morskoy Sbornik: Zhurnal Boyenno-Morskogo Flota
1836  (November  1999),  p.  58f.  Written  by  a  group  of  naval  officers  including  Rear
Admiral Baranenko, this article provides additional historical and technical
information.
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des, using underwater sensor chains as tripwires for monitoring submarines
was  not  a  new idea.  During  the  Cold  War,  the  United  States  and  NATO
had relied on its Sound Surveillance System (SOSUS), which consisted of
seabed-mounted hydrophone arrays connected by underwater cables to
facilities ashore, to detect Soviet ballistic missile submarines, in particular
those which from bases in the Barents and White Seas aimed to gain access
to the North Atlantic by rounding northern Norway and steering south
through the Greenland-Iceland-United Kingdom (GIUK) gap.537

But cooperation between Russian military and energy sector actors went far
beyond sensor platforms. On 27 September 2004, LUKoil and the Russian
Ministry of Defence had signed a broad cooperation agreement on the
provision of technical and financial assistance to a range of defence estab-
lishments, including the Rear Services and Transport Military Academy in
St. Petersburg, the military hospital in Khimki outside Moscow, and the
main personnel department of the Ministry of Defence. LUKoil would, in
addition to continuing to supply the armed forces with fuel and lubricants,
also attempt to find employment for those who were discharged from mili-
tary service.538  Meanwhile, Gazprom was developing a cooperation pro-
gram with the Russian Navy, in which naval vessels and infrastructure
would be used in the development and transportation of liquefied natural
gas (LNG) in the Barents Sea, and naval cooperation would be sought in
the preparations for the construction of the NEGP. Gazprom had already
begun its naval cooperation program on 19 October 2002, when Gazprom
and the Russian Navy signed a protocol on intentions to promote interac-
tion and long-term cooperation in Russian oil and natural gas offshore ex-
ploration and development. During 27-30 September 2004, Gazprom ex-
perts and Navy officers had jointly visited the Northern Fleet facilities,
inspecting potential building sites for a gas liquefaction plant, and in Janua-
ry 2005, possible building sites had been examined by OAO Giprospetsgaz,
the Gazprom subsidiary which also appeared in relation to the NEGP pro-

537  Whitman, Edward C.: SOSUS: The ‘Secret Weapon’ of Undersea Surveillance. In:
Undersea  Warfare:  The  Official  Magazine  of  the  U.S.  Submarine  Force  7:  2  (Winter
2005).

538  ITAR-TASS, 27.09.2004.
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ject in the Baltic. Gazprom announced its intention to cooperate with the
Navy in the construction of the NEGP in March 2005.539

The dilemma for the Swedish government was how to act on the informa-
tion that the pipeline project had the potential to be used as a sensor plat-
form. Several powerful neighbours, including Russia and Germany, were
determined to carry out the pipeline project. Another powerful European
state, Britain, supported the project. And despite the military dimension,
the pipeline was in its setup a commercial project.

Because of this dilemma, the Swedish government had to handle the situa-
tion in multiple dimensions. First, after the September 2005 agreement to
build the NEGP, the Swedish Ministry of Defence sponsored the first of
several studies on the project. These were prepared by the FOI, an assign-
ment-based authority under the Ministry of Defence. This meant that the
FOI conducted research on a fee basis, on topics chosen by whichever
branch of government had sponsored the assignment. The FOI conducted
research independently and it would be both incorrect and unfair to suggest
that the FOI produced research results merely to satisfy the sponsor’s
preconceptions. Yet, since the sponsor initiated and paid for the assign-
ment, it was only natural that the sponsor also suggested avenues of rese-
arch. The FOI categorized the project as “Policy support to the Govern-
ment (Defence)” and described it as a security, safety and vulnerability ana-
lysis. 540  In addition, the aforementioned inter-ministerial working group
from the ministries for foreign affairs, industry (enterprise), defence, agri-
culture, and the environment was set up in the first half of 2006.541 This
resulted in a memorandum on the pipeline project, dated 15 March 2006.542

539  Gazprom press release, 18.03.2005; Gazprom 4 (April 2005), p. 5.
540  Larsson, Robert L.: Sweden and the NEGP. A Pilot Study of the North European Gas

Pipeline and Sweden’s Dependence on Russian Energy. Stockholm 2006, p. 2.
541  Sveriges Television (SVT), Nyheter, 07.12.2006. The internal document, published by

Swedish state television, was a Policy Memorandum from the Ministry of the Envi-
ronment, then usually translated into English as the Ministry of Sustainable Develop-
ment (Miljö- och samhällsbyggnadsdepartementet), dated 08.08.2006.

542  Näringsdepartementet (Ministry of Industry (Enterprise)), Naturgasledning i Östersjön
- North European Gas Pipeline, Memorandum, 15.03.2006.
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The  Ministry  of  Defence  took  the  lead  in  coordinating  defences.  In  late
2006, after several months of deliberation, the Ministry of Defence reques-
ted seven agencies under its authority to investigate and assess the security,
defence, and environmental implications of the pipeline project, including
the possible implications of Russian naval vessels in the area and the poten-
tial to use the pipeline and its offshore platform for intelligence collection.
The seven, which included the Armed Forces (which incorporated the Mili-
tary Intelligence and Security Service, MUST), the national signals intelli-
gence agency (FRA), the Emergency Management Agency (KBM), the Res-
cue Services Agency (SRV), the Coast Guard (KBV), the National Defence
College (FHS), and the Defence Research Agency (FOI), were asked to
provide  written  responses  by  9  February  2007  and  were  also  invited  to  a
first hearing on 6 December 2006.543

By then, the pipeline issue was also being debated in the media. A key role
came to be played by the FOI. The FOI studies were highly critical of the
pipeline project. Even in the first FOI study of the NEGP, it was noted
that the construction of the NEGP was assessed as increasing Russian le-
verage on the neighbouring states. The bypassed states (Poland, the Baltic
states, Belarus, and Ukraine) would become more vulnerable to Russia if
Russia chose to act coercively. In addition, the study concluded, the states
which supported the project and would benefit from it (primarily Germany,
Denmark, the Netherlands, and Britain) were at risk of becoming more
sensitive to Russian pressure, if Russia chose to apply it. The FOI was con-
cerned that the NEGP would become a tool for Russia  to impose  its will
on its near neighbours, which would affect Swedish national security.544

These concerns were duly noted by the Swedish Ministry of Defence. In

543  Försvarsdepartementet (Ministry of Defense): Inbjudan till hearing samt anmodan att
lämna upplysningar m.a.a. den föreslagna rysk-tyska gasledningen Nord Stream,
reference FÖ2006/2715/MIL, dated 17.11.2006. Released by the Ministry of Defense
on  12.07.2014.  The  Swedish  names  of  the  latter  agencies  were
Krisberedskapsmyndigheten (KBM), Statens räddningsverk (SRV), Kustbevakningen
(KBV), Försvarshögskolan (FHS), and Totalförsvarets forskningsinstitut (FOI). The
initiative was also announced in Riksdag & Departement 34, 2006, p. 7.

544  Larsson, Robert L.: Sweden and the NEGP. A Pilot Study of the North European Gas
Pipeline and Sweden’s Dependence on Russian Energy. Stockholm 2006, p. 30ff.
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effect, Sweden worried that its neighbours would fall prey to appeasement
politics in the event of future Russian aggression.

And then there was the sensor issue. The first FOI study in June 2006 rai-
sed  the  alarm  in  public  for  a  direct  Russian  threat  emanating  from  the
proposed pipeline. The study noted that “[i]t can also be assumed that the
NEGP have a military dimension, e.g. concerning military protection of the
pipeline and usage of the infrastructure for military or intelligence purpo-
ses.”545 The second FOI study, published in early 2007, was yet more outs-
poken. The study concluded that the prospects for using the offshore
compressor platform then planned for the pipeline as well as the pipeline
itself “as platforms for active and passive sensors are rather good” and that
“Russia would get a competitive intelligence edge concerning all subsurface,
surface and aerial monitoring in the Baltic Sea.”546

This  issue  was  also  raised  in  one  of  Sweden’s  leading  dailies, Svenska
Dagbladet. In November 2006, three days before the Ministry of Defence
requested its ancillary agencies to investigate and assess the pipeline issue,
the newspaper referred to an anonymous source with inside knowledge of
the Swedish government’s work with regard to the project. This source
volunteered information that the pipeline and platform could be used as a
structure on which to mount underwater sensors. The pipeline, which
would traverse the entire Baltic Sea, would then become a tripwire which
would register the movements of all vessels in its vicinity. It would in effect
be impossible for Swedish or other military vessels, even submarines, to
move without the Russian military registering each and every movement
near or across the pipeline. The Russian capacity for early warning would
be tremendous, and the capability of the Swedish navy to move undetected
in times of crisis would in effect evaporate. Whether this leak from inside
the Swedish government was intentional or not, the technical feasibility of
using the pipeline as a sensor mount was confirmed by Rear Admiral Emil
Svensson, head of underwater systems at the Swedish Defence Materiel

545  Ibid., p. 32.
546  Larsson,  Robert  L.:  Nord  Stream,  Sweden  and  Baltic  Sea  Security.  Stockholm:  FOI,

March 2007, p. 37 and 49.
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Administration (FMV).547 In light of this, the appointment of Warnig as
managing director of the NEGPC appeared ominous. Even though by then
he had long experience as a businessman, his Stasi background and known
friendship  with  President  Putin  suggested  that  he  might  not  be  averse  to
letting intelligence sensor operators into the project.

Besides, Russian President Vladimir Putin had unexpectedly spoken out in
terms that seemingly supported the Swedish concern over national security
issues. On 25 October 2006, Putin said in a TV interview that the Russian
navy would have to protect Russia’s economic interests in the Baltic. Like
in many other countries, including Britain, he noted, the navy would have
to carry out purely economic tasks in addition to military ones. In this
context, Putin specifically mentioned the pipeline project as “one or our
most important priorities” and also spoke about involving the Russian Bal-
tic Fleet in efforts to tackle a series of tasks in building the pipeline, since
nobody knew the conditions of the Baltic better than the naval person-
nel.548 These remarks were widely reported by the Swedish media.549

In fact, the Russian president echoed earlier comments by the Russian de-
fence minister, Sergei Ivanov. In October 2005, he had concluded that mili-
tary security was needed to protect offshore rigs, offshore operators, and
for “supplying special services during the development and operation of
offshore shelf deposits.”550 On 15 May 2006, speaking about the Northern
Fleet, Ivanov had concluded that

547  Svenska Dagbladet (Sweden), 14.11.2006.
548  Pryamaya liniya s Prezidentom Rossii Vladimirom Putinym, 25.10.2006, TV transcript

<www.liniya2006.ru>. The TV interview covered a large variety of topics and the
pipeline issue was only one among many; yet it was only the pipeline-related comment
which was noted in the Swedish press. Eventually, from December 2008 to February
2009  and  from  May  2009  to  January  2010,  the  Baltic  Fleet  indeed  cleared  munitions
identified in Russian waters in support of the pipeline project. Nord Stream: Nord
Stream. Secure Energy for Europe: The Nord Stream Pipeline Project 2005-2012. Zug
2013, p. 45.

549  See, e.g. Svenska Dagbladet (Sweden), 14.11.2006.
550  ITAR-TASS, 28.10.2005.
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“the state already has serious plans to develop large oil and gas fields in the Barents
Sea. The Northern Fleet has a detailed knowledge of these plans because the fleet
will definitely be vested with the task of anti-terrorist defence and of providing se-
curity for the routes of transportation of Russian hydrocarbon resources to world
markets.”551

Then, on 30 July 2006, Ivanov stated that Russia’s national interests could
not be protected without a naval component and also spoke specifically
about the Baltic Fleet: “Its existence makes it possible to seriously influence
military and political processes taking place on Russia’s western fron-
tiers.”552

The Swedish Government’s Position

Despite the comments by Putin and Ivanov, a difficulty for the Swedish
government was that it had little freedom of action. Neither Sweden nor
the other Baltic states could formally stop pipeline construction but they
were involved in consultations which gave them the power to affect how
quickly the project moved forward. In effect, they could obstruct and delay
the project but not prevent it. According to international legislation, all
states are entitled to lay submarine cables and pipelines on the continental
shelf.553 There was therefore no real way to refuse the project, even though
the pipeline would pass through the Swedish exclusive economic zone.
However, under the Espoo Convention of 1991, the state or enterprise
which intended to lay such a pipeline first had to prepare an environmental
impact assessment (EIA).554 A pipeline project could, as a result, be refused
upon environmental grounds, until such a time that an acceptable EIA had
been prepared. Even so, this meant that it was only strictly environmental
considerations associated with the construction or use of the proposed
pipeline which might be used to delay the project, and only until such
harmful effects upon the environment had been neutralized.

551  ITAR-TASS, 16.05.2006.
552  RIA-Novosti, 30.07.2006.
553  United Nations Convention on the Law of the Sea of 10 December 1982, Article 79.
554  Convention on Environmental Impact Assessment in a Transboundary Context,

signed at Espoo, Finland, on 25 February 1991.
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The Swedish government was therefore bound to approve the pipeline
project, as long as the consortium submitted a substantive EIA. The closed
debate within the Swedish government on what means might be available
to stop or at least delay the project until it became unfeasible for economic
or practical reasons is evident from the aforementioned internal Swedish
government document from August 2006 on the proposed pipeline pro-
duced by an inter-ministerial working group from the ministries for foreign
affairs, industry (enterprise), defence, agriculture, and the environment,
exposed by Swedish state television. The document concluded that the
project was not in Sweden’s interest, that Sweden would not benefit from it,
and that its many disadvantages would have a considerable negative impact
on Sweden. The document listed several areas of negative impact: en-
vironmental risks especially with regard to the huge volumes of unexploded
munitions (regular munitions, chemical warfare munitions, and mines)
known to have been dumped in the Baltic Sea; reasons of national security
including the issue of underwater sensors, the potential of Russian signals
intelligence collection from the offshore platform, and the risk of an in-
creased Russian military presence in the Swedish exclusive economic zone
tasked with protecting the pipeline and offshore installation; the impact on
the fishery industry; and the resulting loss of freedom of action within the
exclusive economic zone. The document also suggested strategies to con-
tain the threat. The options were quite limited. It might be possible to rely
on an exemption within the United Nations Convention on the Law of the
Sea by referring to the serious environmental implications of the project. In
the event the consortium’s EIA discussed other routes with less environ-
mental impact or alternatives which simply were cheaper to build, the
government would have cause to refuse the project (Article 5 in the Espoo
Convention noted that the EIA might allow for consultation on possible
alternatives to the proposed activity, including the no-action alternative and
possible measures to mitigate significant adverse transboundary impact).
With regard to the potential for Russian intelligence collection, the
document concluded that even if the Swedish government accepted the
EIA and gave the necessary permits to build the pipeline, the permit would
then only cover the commercial activities of the consortium, never any
intelligence use of the infrastructure by state actors. Besides, the document
duly noted that according to Article 60 in the United Nations Convention
on  the  Law  of  the  Sea,  the  coastal  State  shall  have  the  exclusive  right  to
construct and to authorize and regulate the construction, operation, and
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use of offshore platforms such as the compressor platform planned by the
consortium in the exclusive economic zone. The authors of the document
consequently noted that if the government refused the construction of the
offshore platform, the entire project might become so expensive or pos-
sibly even technically unfeasible that the consortium might give up. How-
ever, they also concluded that political pressure, from the consortium as
well  as  other  states  such  as  Russia  or  Germany,  with  the  aim  of  making
Sweden issue the required permits for the project would have to be expec-
ted.555

In other words, the environmental impact was important, but it was the
proposed offshore platform which was the key. Not only did it pose a thre-
at to national security, it was also the one component of the project which
the Swedish government could legally refuse.

An analysis of the Swedish media shows that it was indeed the military di-
mension of the pipeline project which came to dominate the public Swe-
dish debate, which can be said to have been opened in July 2006 by retired
Ambassador Krister Wahlbäck, an academic who had retained contacts
within the Foreign Ministry, in an opinion article in the influential daily
Dagens Nyheter.556 Wahlbäck claimed that, earlier in the summer, he had met
officials from the German Foreign Ministry who had then said that they
expected Sweden to approve the pipeline project. There is little reason to
believe that Wahlbäck was unaware of the ongoing internal debate within
the Swedish government when he published his article. The first FOI study
had been published the previous month. Besides, the key arguments raised
in the internal document (dated a week later but surely then already in the
making) were also raised by Wahlbäck, including the possibility that the
pipeline facilities would be used for Russian intelligence collection. In addi-
tion, the same evening following its publication, Wahlbäck appeared on

555  Sveriges Television (SVT), Nyheter, 07.12.2006, which exposed and published the
aforementioned Policy Memorandum from the Ministry of the Environment, dated 8
August 2006.

556  Wahlbäck, Krister: Stoppa ryska gasledningen som hotar Östersjöns hälsa (”Stop the
Russian gas pipeline which threatens the health of the Baltic Sea”). Dagens Nyheter
(Sweden), 31.07.2006.
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national television together with Minister of Education and Culture Leif
Pagrotsky, who commented on the pipeline project in a semi-private capac-
ity.557

Wahlbäck began his article by arguing for environmental concerns, yet he
focused on economic and national security issues. This became the pattern
of the public debate. While many newspaper articles on the projected pipe-
line predictably mentioned the environmental concerns raised by the pro-
ject, they often did so only in passing, without giving any substantial infor-
mation. This was in contrast to newspaper articles on the economic and
security aspects of the project. The press treated the environmental effects
as self-evident or merely used the environment as a dramatic enhancer. A
study on how the Swedish press reported the pipeline issue determined that
the information category most frequently covered by the press was the
economy, which appeared in 71 per cent of the articles in which the pipe-
line appeared in the influential daily Dagens Nyheter from  March  2002  to
May 2008. The second most important information category was national
security, which appeared in 62 per cent of the articles. In comparison, envi-
ronmental aspects of the project were mentioned in only 39 per cent of the
articles. When passing mentions were excluded, the pattern became yet
clearer: 68 per cent of the articles included substantial information on the
project’s economic aspects, 59 per cent provided the same on national se-
curity  aspects,  and  only  25 per  cent  did  the  same  with  regard  to  the  pro-
ject’s environmental aspects. And of the articles which dealt with the envi-
ronmental implications, 11 per cent in fact downplayed environmental con-
cerns.558

Even so, this focus on economics versus national security was not
acknowledged by the press itself. In fact, in November 2006, the national
daily Svenska Dagbladet noted in the aforementioned major article on the

557  Roos, Lars André: Politiska nätverk och Nord Stream. En möjlighet att vara med och
påverka. Report, Karlstads universitet 2007, p. 8.

558  Fransson, Anna-Lisa Sayuli/Elander, Ingemar and Lidskog, Rolf: Framing Issues and
Forming Opinions: The Baltic Sea Pipeline in the Swedish Media. In: European Spatial
Research and Policy 18: 2 (2011), p. 102, 103 and 104.
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national security implications of the pipeline project that “so far, the Swe-
dish debate has been on the environmental risks”—but went on to describe
the entire pipeline project as a potential national security problem.559 On
the very same morning, the leading daily Dagens Nyheter published a sub-
stantial opinion article on the national security aspects of the project by the
opposition Social Democratic party’s national security spokesperson, Ulrica
Messing. This article too began by concluding that “the perhaps most ob-
vious threat – the environmental threat – has received considerable and
deserved attention, whereas another at least equally important factor so far
has been ignored”—which was the national security implication.560 Yet, an
examination of the contents of the newspaper articles devoted to the pro-
ject shows that as of this particular date, only 6 out of 28 articles in Dagens
Nyheter had dealt with environmental issues.561 Sweden’s official core inter-
ests focused on the environment but they took little space in either the
public or internal government debate.

The two leading Swedish dailies raised the national security aspects of the
pipeline project on the very same day that the Nord Stream consortium
submitted its formal notification of intent. On the same day, Sweden’s De-
fence Minister Mikael Odenberg made common cause with his opposition
counterpart, Messing, explaining in a national public radio interview that
“[t]his kind of pipeline can be used as a platform for intelligence collection.
This naturally causes concerns. It brings security and defence repercussions
for us.”562 On the following day, a printed interview with Defence Minister
Odenberg was even more outspoken, as Odenberg was cited as explaining
that  “[w]e  get  a  gas  pipeline  which  motivates  a  Russian  naval  presence  in

559  Svenska Dagbladet (Sweden), 14.11.2006.
560  Dagens Nyheter (Sweden), 14.11.2006. Messing subsequently published, alone or with

party colleagues, a number of identical or almost identical articles in various Swedish
provincial newspapers. See, e.g. Blekinge Läns Tidning, 17.11.2006; Gotlands
Allehanda, 17.11.2006; Barometern Oskarshamns-Tidningen, 20.11.2006; Ljusdals-
Posten, 24.11.2006.

561  Fransson, Elander, and Lidskog, ”Framing Issues and Forming Opinions,” p. 105.
562  Sveriges Radio (Sweden), 14.11.2006.
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our economic zone and which the Russians, if they wish, can exploit for
intelligence collection. This is obviously a problem.”563

Sweden, by the way, was not the only country which by then had noted the
national security aspects of major energy sector projects. For several years,
the German intelligence service, the Bundesnachrichtendienst (BND), had
organized public seminars on important issues. On 12 October 2006, the
BND held its “BND Symposium 2006” in Berlin. The topic was “Energie -
Quelle von Konflikt und Kooperation/Energy - Source of Conflict and
Cooperation” which in light of the pipeline debate was highly topical. Dur-
ing the Symposium, Germany’s chief of the Chancellor’s office and federal
minister of special affairs as well as Federal Government Commissioner for
the Intelligence Services (Kanzleramtsminister) under Chancellor Merkel,
Thomas de Maizière, noted that Germany’s and Europe’s energy supply by
no means was secure. Cooperation with Russia was necessary, or the Rus-
sian natural gas risked being diverted to China, de Maizière warned, in the
same way that other energy streams risked being diverted to the United
States. The intelligence service would have to pay particular attention to the
strategic developments within the energy sector, and would have to con-
tribute to the nation’s energy supply, he concluded. 564  There was little
doubt during the Symposium that the German side considered the pipeline
project across the Baltic a key priority, although the Germans too were

563  Dagens Nyheter (Sweden), 15.11.2006.
564  de Maizière, Thomas: Unsere Energieversorgung ist keineswegs gesichert. Speech at

the BND Symposium 2006: Energie - Quelle von Konflikt und Kooperation/Energy -
Source of Conflict and Cooperation, Berlin 12.10.2006, subsequently published in the
German Federal Government web site, www.bundesregierung.de. His exact words
were: ”Unsere Energieversorgung ist keineswegs gesichert. [...]Auch die
Energieversorgung Europas kann keineswegs als gesichert angesehen werden. [...]
Selbst das Gas aus Nordwestsibirien, das seit langem mehr als ein Drittel unserer
Erdgasimporte sichert und damit unverzichtbar ist, könnte zu einem Teil nach China
abfließen. Entsprechende Äußerungen russischer Verantwortlicher haben in den
letzten Monaten in Europa beträchtliche Unruhe verursacht. [...] Diese Entwicklungen
zu beobachten und zu analysieren ist eine wichtige Aufgabe auch und vor allem für
Nachrichtendienste. [...] Eine verlässliche und wirtschaftliche Versorgung mit Energie
ist keine Selbstverständlichkeit. Sie ist eine zentrale Aufgabe, dazu können auch die
Nachrichtendienste beitragen.”
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suspicious of Russia’s ultimate intentions. Germany’s diplomatic lobbying
in favour of the project would continue. When Günter Gloser, German
Minister of State for Europe, visited Sweden in April 2008, he concluded
that  Nord  Stream  was  “essential”  to  meet  European  demand  for  gas.565

And when in June 2009 the U.S. Ambassador in Moscow asked whether
the Nord Stream project had the full support of the German government,
the managing director of Nord Stream, Matthias Warnig, reportedly

“said yes, noting that he has regular, direct access to Chancellor Merkel’s office and
that Nord Stream Chairman Gerhard Schroeder also meets frequently with Merkel.
However, Warnig lamented that Russian diplomacy is sometimes heavy-handed
and counterproductive.”566

Whether Russia’s intelligence services took active part in support of the
Nord Stream project remains unknown to outside observers, even though
rumours to this effect were in sway.567 Indeed, the Russian media noted
that in Germany accusations were directed against Gerhard Schröder who

565  Gloser, Günter, Minister of State for Europe: The European Partnership with Russia,
speech at the Swedish Institute of International Affairs, Stockholm 01.04.2008, tran-
script.

566  According to one of the U.S. State Department cables exposed by Wikileaks. Refer-
ence ID #09MOSCOW1530, dated 11.06.2009. <http://wikileaks.org>.

567  According to one of the U.S. State Department cables exposed by Wikileaks, an Amer-
ican diplomat on 03.11.2009 met with Estonian Member of Parliament Marko Mihkel-
son, Chair of Parliament’s European Affairs Committee. Mihkelson reportedly claimed
that “Russian foreign intelligence officers (SVR) have been active in Estonia investigat-
ing opposition to the pipeline. This he saw as clear evidence Nord Stream is a political,
not economic project.” Mihkelson also reportedly noted that militarily, Russia had
used the defense of Nord Stream as an element of its September 2009 Ladoga and Za-
pad military  exercises,  during  which  Russia  and Belarus  had practiced  fending off  an
attack from the direction of the Baltic  States.  Reference ID #09TALLINN325, dated
06.11.2009. <http://wikileaks.org>. While the exposed cable was cited widely, it in no
way proves that the SVR operated in support of the Nord Stream project. At most, the
cable suggests that there was a belief among some policy makers that the SVR was so
engaged.
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some claimed had already fallen into the hands of Russian intelligence
during his term as Chancellor.568

The Seabed Surveys

It was not only the initiative to build the pipeline which came from the
Russian state. So did the decision to launch the first seabed surveys in anti-
cipation of constructing the pipeline. In addition, they were carried out in
part by Russian naval personnel.

The first seabed survey was commissioned in 1998 by the company North
Transgas as part of the first feasibility study.569 The consortium later clai-
med to have asked the Swedish firm Marin Mätteknik AB (MMT) and Ge-
oconsult in July-September 1998 to carry out the work.570 Yet the study was
carried out by AO PeterGaz, a Gazprom subsidiary. PeterGaz subsequently
claimed that permits had been issued by the national authorities of the
countries involved; presumably the firm considered the aforementioned
protocol signed on 3 December 1997 by Russian First Deputy Prime Mi-
nister Nemtsov and Swedish Industry (Enterprise) and Commerce Minister
Sundström equal to a permit.571

PeterGaz also carried out the first surveys for NEGP. The first was initiat-
ed in 2004, conducted in October 2005 and consisted of a geophysical sur-
vey of the seabed in a corridor two kilometres wide along the proposed
route. Two potential routes were chosen. In 2006, yet another survey took
place. This was more detailed, along a corridor 180 meters wide. 572 The

568  Grib, Nataliya: Gazovyy imperator: Rossiya i novyy miroporyadok.. Moscow 2009,
p. 141.

569  Grigory Pasko: The Nord Stream Chronicles, 20.06.2008; see <www.rober
tamsterdam.com>.

570  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline
Project 2005-2012. Zug 2013, p. 41.

571  Nord Stream: Nord Streams kartläggningsaktiviteter i överensstämmelse med
internationella och nationella rättsliga krav. Press release. 30.08.2007. On PeterGaz, see
company web site, <www.petergaz.com>.

572  Grigory Pasko: The Nord Stream Chronicles, 20.06.2008; see
<www.robertamsterdam.com>; Nord Stream: Sammanfattning av projektet.
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Swedish  government  in  fact  issued  a  permit  in  2005  which  was  renewed
and applied also for 2007.573 At a minimum, the 2005 and 2006 surveys
involved Russian naval personnel onboard the research ships, R/V Professor
Shtokman and  R/V Akademik Golitsyn, for instance when the latter carried
out survey work “on behalf of Gazprom” in the Gulf of Finland and
around the Danish island of Bornholm. Nord Stream AG later claimed that
Russian naval personnel only participated when in Russian waters, but this
was  clearly  incorrect  with  regard  to  the  survey  work around Bornholm.574

Whether Russian naval personnel in fact participated along the entire route
remains unknown to outside observers. At any rate, their participation was
hardly surprising since President Putin had suggested that the Russian Bal-
tic Fleet would be involved in the construction work and Dmitry Shilyayev,
head of the PeterGaz research department, later reportedly acknowledged
that the Baltic Fleet would use modern deepwater unmanned devices for
the control both of the route and the quality of laying the pipeline.575 The
two research vessels, R/V Professor Shtokman and R/V Akademik Golitsyn,
had formerly been registered as state-owned, belonging to the Soviet Acad-
emy of Sciences, but had since been re-registered as belonging to Gazflot, a
Gazprom-affiliated company. They were advanced research vessels of the
types which were repeatedly suspected of involvement in intelligence col-
lection during the last years of the Cold War, owing to their advanced
communications and survey equipment and often unusual sailing pat-

Stockholm 30.09.2009, p. 4; Nord Stream: Nord Stream. Secure Energy for Europe:
The Nord Stream Pipeline Project 2005-2012. Zug 2013, p. 15 and 41.

573  Policy Memorandum from the Ministry of the Environment, then usually translated
into English as the Ministry of Sustainable Development (Miljö- och samhällsbygg-
nadsdepartementet), dated 08.08.2006; Dagens Nyheter (Sweden), 02.02.2007.

574  Krasnaya zvezda (Russia), 25.07.2007; citing Fleet Admiral Vladimir Masorin, com-
mander  of  the  Russian  Navy;  Nord  Stream:  Nord  Streams  kartläggningsaktiviteter  i
överensstämmelse med internationella och nationella rättsliga krav. Press release.
30.08.2007.

575  Putin in Pryamaya liniya s Prezidentom Rossii Vladimirom Putinym, 25.10.2006, TV
transcript <www.liniya2006.ru>; Russian Petroleum Investor 16: 10 (Novem-
ber/December 2007), p. 30. Shilyayev presumably referred to a remotely operated
vehicle (ROV).
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terns.576 As research vessels, they were eminently suitable for survey mis-
sions. In September-December 2006, for instance, the Akademik Golitsyn
surveyed the entire sea route of the proposed gas pipeline utilizing video
camera equipped underwater apparatus, with experts from PeterGaz along-
side the naval personnel.577 Other research vessels which participated in-
cluded the Akademik Mstislav Keldysh and AtlantNIRO, operated by the Rus-
sian Academy of Sciences and AtlantNIRO, a research institute subordi-
nated to the Russian Federal Agency for Fisheries, respectively. The vessels
and institutes involved in the surveys thus show a clear pattern of Russian
state control.  However,  from 2007,  when the NEGPC had become Nord
Stream AG, non-Russian survey ships were chartered as well. The consor-
tium, for instance, employed a Swedish company, Marin Mätteknik AB
(MMT), which specialized in sea measurements and geology, for the con-
tinued environmental studies and seabed survey. MMT began with a survey
of construction routes in the area of Bornholm Island in May 2007.578 The
firm used a multipurpose offshore support vessel named Pollux.579

By  then,  Nord  Stream AG was  in  the  process  of  contracting  with  a  large
number of international companies and institutions. Quite a few were Swe-
dish, including some which were state-owned. In addition to MMT, the
consortium hired, among others, SSPA (formerly Statens Skeppsprovningsan-
stalt, Sweden); Geological Survey of Sweden (Sveriges geologiska undersökning,
SGU, Sweden); Stockholm University; IVL Svenska Miljöinstitutet (Sweden);
Environmental Resources Management (ERM);580 DOF Subsea (Norway)

576  See, e.g, Agrell, Wilhelm: Bakom ubåtskrisen: Militär verksamhet, krigsplanläggning
och diplomati i Östersjöområdet. Stockholm 1986, p. 176f.

577  Russian Petroleum Investor 16: 10 (November/December 2007), p. 30; citing Dmitry
Shilyayev, head of the Petergaz research department.

578  Russian Petroleum Investor 16: 10 (November/December 2007), p. 30; citing MMT
founder and managing director Ola Oskarsson and others. On the AtlantNIRO, see
the institute web site, <www.atlantniro.ru>. On MMT, see company web site,
<www.mmt.se>.

579  Grigory Pasko: The Nord Stream Chronicles, 20.06.2008; see
<www.robertamsterdam.com>. MMT among other systems employed a remotely op-
erated vehicle (ROV).

580  Nord Stream: Bemötande av synpunkter m.m. från den publika remissrundan. Virum:
Ramboll Oil & Gas, on behalf of Nord Stream, September 2009, p. 28 and 93.
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and continued to rely on PeterGaz (Russia) for the seabed survey and tech-
nical engineering for the Russian section. In addition, Nord Stream AG
hired the Danish consultancy company Rambøll 581  to prepare the EIA;
Institut für Angewandte Ökologie (Institute for Applied Ecology, Germa-
ny) to conduct additional Baltic Sea environmental studies; and the compa-
ny Det Norske Veritas (DNV, Norway) for controlling and certification.
Saipem Energy Services (formerly Snamprogetti, Italy) would have the lead
for the technical engineering process, while Saipem (Italy) would be re-
sponsible for pipe laying. EUPEC (France) would be responsible for logis-
tics (concrete coating, pipe storage, transport), while EUROPIPE (Germa-
ny) would manufacture the majority (75 per cent) of the pipes needed for
the first line, and OMK (Russia) the remaining 25 per cent of pipes.
PetrolValves (Italy) would supply the necessary valves.582

NEGP Becomes Nord Stream, and the EIA Approval Process Begins

On 4 October 2006, coincidentally a week before the BND Symposium,
the North European Gas Pipeline Company (NEGPC) changed its name
to Nord Stream AG and opened its head office in Zug, Switzerland.583 On
the following day,  5 October 2006,  the Dutch gas firm N.V.  Nederlandse
Gasunie became the fourth member to join the pipeline consortium.
Gasunie  CEO  Marcel  Kramer  and  Gazprom  CEO  Alexei  Miller  signed  a
Memorandum of Understanding in Moscow, with Dutch Minister of Eco-
nomic Affairs Joannes Gerardus (Joop) Wijn attending the meeting.

581  On this company, see Rambøll web site, <www.ramboll.com>. Rambøll had carried
out  the  first  feasibility  studies  for  the  pipeline  project  already  at  the  time  of  North
Transgas Oy. Nord Stream: Nord Stream. Secure Energy for Europe: The Nord
Stream Pipeline Project 2005-2012. Zug 2013, p. 26.

582  Russian Petroleum Investor 18: 8 (September 2009), p. 23, citing Nord Stream AG.
See also Nord Stream: Nord Stream. Secure Energy for Europe: The Nord Stream
Pipeline Project 2005-2012. Zug 2013, p. 95.

583  Russian  Petroleum Investor  16:  1  (January  2007),  p.  31;  Nord  Stream:  The  New Gas
Supply Route to Europe. Press release. 22.11.2006.
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Gasunie would eventually acquire 9 per cent of Nord Stream equity out of
the German-held shares.584

As noted, the Swedish counterstrategy relied on the legal requirement that
the pipeline construction project would have to undergo an EIA in line
with the Espoo Convention and national legislation of the concerned
countries. The EIA authorities in Germany, Denmark, Sweden, Finland,
and Russia had already agreed, in a meeting on 19 April 2006, that the pipe-
line project would be handled under the Espoo Convention. The Espoo
Convention called for submitting a notification of intent about the project
to responsible authorities in those countries (Russia, Finland, Sweden,
Denmark, and Germany), the exclusive economic zones of which would be
crossed by the pipeline, as well as in neighbouring states such as Poland,
Latvia, Lithuania, and Estonia. The consortium submitted the notification
documentation to the littoral states of the Baltic Sea on 14 November
2006.585 In the 80-page Project Information Document, the venture was
described as an offshore natural gas transmission system consisting of two
separate pipelines crossing the Baltic Sea between Russia and Germany.
The second line would be built after the first one. Consultations with com-
petent bodies and the public at large were also planned, along with the pre-
paration of a program and EIA report. The EIA report was then expected
to be finalized in the fall of 2007, and Nord Stream hoped to have the EIA
approved in early 2008.586 In fact, Nord Stream optimistically planned that
the materials acquisition would already begin in April 2007 and that the
first line would be laid by December 2009.587

584  Russian Petroleum Investor 16: 1 (January 2007), p. 31.
585  Nord Stream: Project Information Document – Swedish Version (November 2006),

dated 24.10.2006. This was the document submitted with the notification to the littoral
states of the Baltic Sea on 14.11.2006. On the 19.04.2006 meeting, see p. 32.

586  Sveriges Radio (Sweden), 14.11.2006; Nord Stream: Nord Stream. The New Gas Sup-
ply Route to Europe. Press release. 2211.2006; Russian Petroleum Investor 16: 1 (Jan-
uary 2007), p. 34f.

587  Followed by the second line from November 2011 to October 2013. Nord Stream,
Nordeuropeiska gasledningen (NEGP) (Sjödel): Bilaga till anmälan till utsatta parter
enligt artikel 3 i Esbokonventionen. Zug 2006, p. 3. The document, which
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Nord Stream submitted different EIA reports to each country, since each
was responsible for its exclusive economic zone.588 In Sweden, the En-
vironmental Protection Agency administered the EIA approval process.
After Nord Stream AG had submitted its notification of intent, Sweden
followed protocol, publishing the notification with a request that all rele-
vant agencies and authorities would comment by 26 January 2007. 589 A
number of comments came in, and on 16 February 2007, the compiled
comments were sent to Nord Stream AG.590 In Sweden, two permits were
needed. The part of the pipeline located in the Swedish exclusive economic
zone would require a permit under the Act of the Continental Shelf. The

accompanied the notification to the littoral states of the Baltic Sea on 14.11.2006, was
marked as a preliminary version, yet was the one submitted.

588  See, e.g. Nord Stream: Bemötande av synpunkter m.m. från den publika remissrundan.
Virum:  Ramboll  Oil  &  Gas,  on  behalf  of  Nord  Stream,  September  2009,  p.  121.  In
Denmark, the approval process was administered by the Forest and Nature Agency,
Ministry of the Environment; in Estonia, by the Ministry of Environment; in Finland,
by the Ministry of the Environment; in Germany, by the Federal Maritime and
Hydrographic Agency (Bundesamt für Seeschifffahrt und Hydrographie); in Latvia, by
the Ministry of Environmental Protection and Regional Development of Latvia; in
Lithuania, by the Ministry of Environment; in Poland, by the Ministry of
Environment; and in Russia, by the Department of International Cooperation in the
Field of Environmental Protection and Nature Use of the Ministry of Natural
Resources of the Russian Federation. Swedish Environmental Protection Agency
(Naturvårdsverket), Notification in accordance with Article 3 of the Convention on
Environmental Impact Assessment in a Transboundary Context (Espoo Convention)
for the Nord Stream Gas Pipeline, reference Dnr 121-7846-06 Rv, dated 14.11.2006,
p.4; Federal Maritime and Hydrographic Agency, Notification in accordance with
Article 3 of the Convention on Environmental Impact Assessment in a Transboundary
Context (Espoo Convention) for the Nord Stream Gas Pipeline, n.d. (November
2006).

589  Naturvårdsverket, Synpunkter på underlag för miljökonsekvensbeskrivning för Nord
Stream Gas Pipeline, reference Dnr 121-7846-06, dated 17.11.2006.

590  Naturvårdsverket, Synpunkter på Nord Stream AG:s planerade gasledning genom
Östersjön öster om Gotland (Naturvårdsverket, press release, 17.11.2006);
Naturvårdsverket, Synpunkter inför utarbetandet av miljökonsekvensbeskrivning
(MKB) för den planerade nordeuropeiska gasledningen Nord Stream och
prövningarna enligt kontinentalsockellagen och lagen om Sveriges ekonomiska zon:
Yttrande, reference Dnr 382-216-07, dated 15.02.2007; Larsson, Nord Stream, Sweden
and Baltic Sea Security, 25.
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permitting authority was the Government (Ministry of Industry (Enterpri-
se), Employment and Communications). As for the offshore service plat-
form,  it  would  require  a  permit  under  the  Act  of  the  Swedish  Economic
Zone. The permitting authority was again the Government (Ministry of
Sustainable Development, that is, the Environment).591

Meanwhile the Nord Stream consortium continued to promote the project.
Problems soon appeared. In early 2007, the government of Finland
recommended Nord  Stream AG move the  projected route  in  the  Gulf  of
Finland further south, into the exclusive economic zone of Estonia. On 31
May 2007, Nord Stream AG turned to Estonia with a request to survey the
possibilities for a change of route. However, by then relations between
Estonia and Russia had grown increasingly tense, in particular because of
the controversy of the Bronze Soldier, a Soviet Second World War memo-
rial which had recently been moved out of the city centre of the Estonian
capital. In September 2007 the Estonian parliament refused Nord Stream’s
request.592

Poland too attempted to thwart the project, among other concerns arguing
that the pipeline would hinder future dredging of the seabed to accommo-
date a route for tankers to reach Poland.593 This objection was eventually
overcome as well.594

So far, no EIA had yet been submitted. However, by the end of 2007,
Nord  Stream  AG  noted  that  Denmark  and  Germany  were  in  agreement

591  Swedish Environmental Protection Agency (Naturvårdsverket), Notification in
accordance with Article 3 of the Convention on Environmental Impact Assessment in
a Transboundary Context (Espoo Convention) for the Nord Stream Gas Pipeline,
reference Dnr 121-7846-06 Rv, dated 14.11.2006, p. 2.

592  See,  e.g.  BBC News,  28.04.2007;  Grib,  Nataliya:  Gazovyy  imperator:  Rossiya  i  novyy
miroporyadok.. Moscow 2009, p. 116ff; Nord Stream: Nord Stream. Secure Energy for
Europe: The Nord Stream Pipeline Project 2005-2012. Zug 2013, p. 72.

593  Letter from Minister of the Environment Jan Szyszko to the Swedish Environmental
Protection Agency, reference DOOS-082/ /2007/AK, sent as part of the notification
process.

594  But not until February 2010 when a route change was approved in German waters.
Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline
Project 2005-2012. Zug 2013, p. 72 and 75.
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with the Russian position, while negotiations with Sweden were still on-
going. Nord Stream hoped for a constructive position by Sweden, claiming
that the Swedish authorities had already agreed to a route within Sweden’s
economic zone. Presumably Nord Stream meant the aforementioned pro-
tocol signed on 3 December 1997 by Russian First Deputy Prime Minister
Nemtsov and Swedish Industry (Enterprise) and Commerce Minister
Sundström and the undisputed, by Sweden, TEN-E status of the project.595

On  21  December  2007,  Nord  Stream  AG  submitted  the  EIA  to  the
Swedish government and applied to lay a pipeline in the Swedish exclusive
economic zone.596

The Nord Stream project was by no means an issue only between Sweden
and the consortium. The pipeline had been debated in the European Par-
liament as well, and the Directorate-General for Internal Policies had scru-
tinized the project.597 On 29 January 2008, a public hearing on the Nord
Stream project was organized by the Committee of Petitions, in association
with the Committee on Foreign Affairs and the Committee on Industry,
Research  and  Energy  of  the  European  Parliament.  A  number  of  critical
voices were raised, particularly by members of parliament from Britain,

595  Russian Petroleum Investor 16: 10 (November/December 2007), p. 30. On
06.09.2006, the European Commission confirmed the project’s status within the
Trans-European Network (TEN-E). Decision No 1364/2006/EC of the European
Parliament and of the Council of 06.09.2006 laying down guidelines for trans-
European energy networks. The project was mentioned in an appendix among many
others. Although the decision on TEN-E status was formalized only in 2006, the actu-
al deliberation on TEN-E projects took place already on 17.06.2005, before the Sep-
tember 2005 Schröder-Putin summit which alerted the neighbouring countries to the
immediate realization of the pipeline project. It is highly unlikely that either EU or na-
tional political decision-makers took notice of the implications of each and every pro-
ject listed in the appendix when the list was compiled.

596  Ministry of the Environment, press release, 21.12.2007.
597  See, e.g. European Parliament, Directorate-General for Internal Policies: The Nord

Stream Gas Pipeline Project and its Strategic Implications: Note. Directorate-General
for Internal Policies, Policy Department C: Citizen’s Rights and Constitutional Affairs,
Petitions, PE 393.274, 2007.
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Poland,  Lithuania,  and Estonia,  as  well  as  by a representative of Sweden’s
FOI.598

On 12 February 2008, the Swedish government rejected the application as
incomplete, claiming the need for a more complete EIA.599 Nord Stream
had to begin work on a second EIA. A period of intensive Nord Stream
lobbying then began (see below), to secure the approval of the second ap-
plication, when it finally would be ready. However, various Swedish interest
groups continued to express negative views on the project. So did the
German media. On the day following Sweden’s rejection of the application,
the German weekly Stern argued  that  serious  questions  remained  with  re-
gard to the sensors issue, and also the fibre optic communications cable
which would accompany the pipeline. Stern had noted that the sensor
monitoring data would end up in Moscow in addition to Zug. Besides, Stern
observed, in a previous pipeline project built through Poland (the Yamal
pipeline), Gazprom had installed its own telecommunications system with-
out first informing the Polish authorities. As it turned out, the main source
for the Stern article was the Swedish FOI.600 The German media apparently
found the FOI conclusions more persuasive, or at least better copy, than
those of the German government, which remained in favour of the project,

598  Nord Stream: Response to Questions Asked, and Inaccurate Statements Made, during
the Public Hearing of the Committee on Petitions, ”The Nord Stream Pipeline and Its
Impact on the Baltic Sea,” European Parliament, Brussels, 29.01.2008. Nord Stream
AG produced the document immediately following the 29.01.2008 hearing. Among the
participants were Robert Larsson of the Swedish FOI and Andrew Riley of City Uni-
versity, London.

599  Miljödepartementet and Näringsdepartementet: Begäran om komplettering av ansökan
om tillstånd till utläggande av rörledningssystem enligt lagen (1966:314) om
kontinentalsockeln och ansökan om tillstånd till uppförande och användning av en
serviceplattform enligt lagen (1992: 1140) om Sveriges ekonomiska zon.. 12.022008.
Reference M2007/5568/F/M, N2008/147/FIN; Andreas Carlgren:
Miljödepartementet, Regeringens prövning av gasledning i Östersjön. Press meeting.
12.02.2008.

600  Larsson,  Robert  L.:  Security  Implications  of  the  Nord  Stream  Project  (FOI  Memo,
12.02.2008, reference FOI-R-2336-SE), p. 15; Stern (Germany), 13.02.2008.
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as was evident from the aforementioned remarks by Günter Gloser, Minis-
ter of State for Europe, in April 2008.601

The Modified EIA

On 1 October 2008, the Nord Stream consortium updated and modified its
application, that is, in effect submitted a second one. The application to
build an offshore service platform, the one feature of the project which the
Swedish government could legally refuse, was thereby formally with-
drawn.602

Would the Swedes accept the updated EIA? On 12 November 2008, Putin
himself joined the fray. In a meeting in Moscow with Finland’s Prime Mi-
nister Matti Vanhanen. Putin suddenly declared that if Europe was unwil-
ling to accept the pipeline, then Russia would instead build LNG plants and
ship the LNG in a fleet of tankers.603 The option of using LNG tankers was
again raised in September 2009.604 The threat of using tankers rather than a
pipeline was bound to make an environmental impact.605 Moving the gas as

601  Gloser, Günter, Minister of State for Europe: The European Partnership with Russia,
speech at the Swedish Institute of International Affairs, Stockholm 01.04.2008, tran-
script.

602  Nord Stream: Sammanfattning av projektet. Stockholm 30.09.2009, p. 6;
Miljödepartementet: PM Tillståndsprövning av Nord Streams gasledning i Östersjön.
Memorandum.  05.11.2009.  Nord  Stream  had  already  in  early  2008  admitted  that  no
offshore platform was necessary. Nord Stream: Response to Questions Asked, and
Inaccurate Statements Made, during the Public Hearing of the Committee on Petitions,
”The Nord Stream Pipeline and Its Impact on the Baltic Sea”, European Parliament,
Brussels.  29.01.2008,  p.  11.  Nord  Stream  AG  produced  the  document  immediately
following the 29.01.2008 hearing. Realizing that Sweden would not grant a permit for
the offshore platform, Nord Stream abandoned this part of the project. Nord Stream
claimed to have withdrawn the application to build an offshore platform on
08.04.2008. Nord Stream: Nord Stream. Secure Energy for Europe: The Nord Stream
Pipeline Project 2005-2012. Zug 2013, p. 69.

603  Reuters, 12.11.2008; Dagens Nyheter (Sweden), 13.11.2008.
604  Nord Stream: Bemötande av synpunkter m.m. från den publika remissrundan. Virum:

Ramboll Oil & Gas, on behalf of Nord Stream, September 2009, p. 101.
605  The environmental implication of LNG tankers in the Baltic had been raised by the

FOI already in early 2007. FOI, Yttrande till Försvarsdepartementet rörande Nord



314

LNG in tankers would be more expensive, and Putin no doubt knew that
the environmental impact of increased shipping in the Baltic would worry
Sweden and other Baltic powers more than that of the pipeline. According
to some calculations, transporting the same annual amount of natural gas
through the Baltic Sea by ship would demand from five hundred to six
hundred LNG tankers, and tanker collision would be a real danger.606 In
early  2008,  Nord  Stream  AG  had  indeed  argued  that  more  than  six
hundred tankers per year would be needed in the Baltic.607

Other European countries proved more amenable to the Nord Stream pro-
ject than Sweden. In June 2009, Russia’s Ministry of Natural Resources and
Ecology (MNRE) noted that Russia, Denmark, and Germany, following
the latest round of consultations in Germany, had concluded that the pro-
ject did not entail material environmental risks.608 On 30 June 2009, Russi-
a’s Regional Water Administration issued a water permit for construction in
Russian waters.609 Soon after, in July 2009, positive news came from Fin-
land as well. The Finnish environmental regulator concluded that construc-
tion of Nord Stream did not represent a serious environmental threat for
Helsinki. While the Russian side took this as an approval, the conclusion
did not  represent  a  final  assessment  so more  would  be  needed.  However,

Stream och gasledningen genom Östersjön, 06-1964:3, dated 07.02.2007. Written
response to Ministry of Defense request for information FÖ2006/2715/MIL, dated
17.11.2006. By 2009 (if  not before),  it  was also known that the Swedish Coast Guard
opposed the idea to bring more tankers into the Baltic Sea. Nord Stream: Bemötande
av synpunkter m.m. från den publika remissrundan. Virum: Ramboll Oil & Gas, on
behalf of Nord Stream, September 2009, p. 22.

606  European Parliament, Directorate-General for Internal Policies: The Nord Stream Gas
Pipeline Project and its Strategic Implications: Note. Directorate-General for Internal
Policies, Policy Department C: Citizen’s Rights and Constitutional Affairs, Petitions,
PE 393.274, 2007, p. 2. The document carries no exact date but was produced after
14.11.2007.

607  Nord Stream, Response to Questions Asked, and Inaccurate Statements Made, during
the Public Hearing of the Committee on Petitions, ”The Nord Stream Pipeline and Its
Impact  on  the  Baltic  Sea,”  European  Parliament,  Brussels,  29.01.2008,  p.  5.  Nord
Stream AG produced the document immediately following the 29.01.2008 hearing.

608  Russian Petroleum Investor 18: 8 (September 2009), p. 22.
609  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline

Project 2005-2012. Zug 2013, p. 73.
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the project could move to the next approval stage, according to the Finnish
environmental preservation agencies. This was the Uusimaa Regional En-
vironment Centre which, although it considered Nord Stream AG’s en-
vironmental impact assessment to be sufficient in its fundamental aspects,
required further investigations, including that of the spread of nutrients and
harmful substances during the project; ensuring maritime safety during
construction; restricted zones for fishing and trawling; continuous monito-
ring of environmental impacts; and the effects of eventual pipeline de-
commissioning. More research was also needed on the impact on fishing,
and the plan for the follow-up monitoring of the project’s environmental
impact was poorly laid out, the Finns concluded.610 In a separate develop-
ment, on 2 October 2009, a munitions clearance permit was granted by the
Finnish authorities.611

The Swedish position by then remained unchanged. Formally Sweden stuck
to a legalistic approach, had not yet taken an official position, and awaited
additional environmental impact studies.612 In January and February 2009,
the Nord Stream consortium responded to the comments received with
regard to the second application.613 Between 9 March and 21 August 2009,

610  Russian Petroleum Investor 18: 8 (September 2009), p. 26.
611  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline

Project 2005-2012. Zug 2013, p. 47 and 73. In November-December 2009 and April-
June 2010, the munitions in Finnish waters were cleared by BACTEC International
Ltd., which in March-April 2010 also cleared the munitions found in Swedish waters.

612  This was also the position usually adopted in discussions with representatives of other
countries. According to one of the U.S. State Department cables exposed by Wikileaks,
a Swedish diplomat reportedly said that ”the Swedish government was not opposed to
the project, as long as it passed strict Swedish environmental review. ’The environment
is important to Swedes; there will [be] no special deals and no political intervention.’”
Reference ID #07MOSCOW5585, dated 29.11.2007. <http://wikileaks.org>.
According to another cable, a Swedish official reportedly said that ”all public signs
from Sweden’s political leadership support Nordstream, for ’greater diversity leads to
decreased dependency.’ However, he added, ’remember that the bridge to Denmark
took 8-10 years to approve’ because of challenges and appeals based on environmental
concerns. Approvals for the Nordstream pipeline to cross Sweden's EEZ would take
at  least  as  long,”  the  official  reportedly  concluded  ”with  a  grin.”  Reference  ID
#08STOCKHOLM792, dated 28.11.2008. <http://wikileaks.org>.

613  Nord Stream: Sammanfattning av projektet. Stockholm 30.09.2009, p. 6.
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another period of consultation took place during which all relevant agenci-
es and authorities were requested to comment on the Nord Stream project,
and Nord Stream AG took the opportunity to present its view to those
who commented. On 5 June and again on 30 September 2009, Nord
Stream AG supplied additional data on the alternative routes which had
been suggested.614 Still Sweden made no commitments. Furthermore, Swe-
den would assume EU presidency during the second half of 2009. This
period would prove crucial for the project, and the trade press glumly ar-
gued that the Swedish presidency might cause difficulties  for Russian pro-
jects.615

On 16 July 2009, as soon as Sweden had assumed the EU presidency, Rus-
sian President Dmitry Medvedev held a press conference with German
Chancellor Angela Merkel during an official visit to Germany. Medvedev
first thanked Finland for its positive decision on the EIA (although in fact
no final decision had been made), then expressed his hope that this examp-
le would inspire the other states involved in the process. Medvedev noted:

“With regard to the position of Sweden, we know what their position is and we
have to treat it with respect. At the same time, we believe that there are additional
explanations that can make a difference, and given the fact that Sweden currently
holds the presidency of the EU, it has a great opportunity to contribute to the en-
ergy security of Europe.”

Speaking in support of the Russian view, Merkel added,

“I am one of those who don’t spend a lot of time worrying about the controversy
surrounding pipelines. [...] And if you look at the demand for gas in Europe over
the next decade, there are many opportunities for trade between Russia and Eu-
rope, Russia and Germany.”

614  Letter from Matthias Warnig, Nord Stream, to the Ministry of Industry (Enterprise),
Energy and Communications (Näringsdepartementet), dated 29.09.2009; Nord Stream:
Sammanfattning av projektet. Stockholm 30.09.2009, p. 6; Miljödepartementet: PM
Tillståndsprövning av Nord Streams gasledning i Östersjön. Memorandum.
05.11.2009.

615  Russian Petroleum Investor 18: 8 (September 2009), p. 26f.
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There was thus little doubt that Germany still lobbied for the pipeline pro-
ject.616

On 2 October 2009, the French firm GDF SUEZ announced that its inten-
tion to acquire 9 per cent of the shares in Nord Stream AG would be nego-
tiated shortly.617 This meant that France too wished to see the pipeline
built.618 A number of West European countries by then supported the pipe-
line project, as can be seen by a brief survey of the annual contracts for gas
delivery up to 2035 which had already been signed. Wingas (Germany) had
contracted up to 9 bcm of natural gas, followed by E.ON Ruhrgas (Ger-
many), with up to 4 bcm. Gazprom Marketing & Trading (Britain) had
contracted up to 4 bcm. Britain had visibly supported the project during
the early years (although interest later faded because of political changes in
its relationship with Russia which went beyond the purpose of this study619).

616  Ibid., p. 27.
617  Russian Petroleum Investor 18: 10 (November/December 2009), p. 9. In June 2008,

Gaz de France and Suez had merged and named itself GDF SUEZ.
618  Russian Petroleum Investor 19: 3 (March 2010), p. 14. Indeed, a memorandum to this

intent was eventually signed on 01.03.2010, during an official visit to France by Presi-
dent  Dmitry  Medvedev,  with  GDF SUEZ SA on 20.06.2010  acquiring  9  per  cent  of
the equity from the German shares. Nord Stream: Nord Stream. Secure Energy for
Europe: The Nord Stream Pipeline Project 2005-2012. Zug 2013, p. 23.

619  The reason was chiefly connected to energy policy and state control. Gazprom had in
1999 established a subsidiary in Britain named Gazprom UK Trading, which in 2004
was replaced by Gazprom Marketing & Trading Ltd. Its purpose was to sell natural gas
to the U.S. market, among others, but also eventually to gain a 10 per cent share of the
British market.  In 2006, Gazprom negotiated to purchase a  20 per cent share of Brit-
ain’s largest energy utility firm, Centrica, a bid ultimately not found acceptable by the
British authorities, likely upon political grounds. See, e.g., RIA-Novosti (Russia),
17.11.2004; BBC News, 02.02.2006, 03.02.2006. In summer 2006, Vitaly Vasiliev, head
of Gazprom Marketing & Trading, still worked to receive 3-7 bcm through Intercon-
nector and BBL to gain 10-15 per cent of the British market. Grib, Nataliya: Gazovyy
imperator: Rossiya i novyy miroporyadok.. Moscow 2009, p. 121. However, other po-
litical tensions were building up as well, with Britain hosting a cluster of high-profile
Russian exiles unanimously opposed to President Putin including the Chechen leader
Akhmed  Zakayev,  wanted  for  charges  of  terrorism,  the  controversial  Russian  busi-
nessman Boris Berezovsky, wanted for charges of, among others, corruption, and for-
mer Russian agent Alexander Litvinenko, who died on 23.11.2006 in London and who
in a posthumously public letter accused Putin of his death. In 2007, Zakayev and oth-
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GDF SUEZ (France) contracted up to 2.5 bcm, while Dong Energy
(Denmark)  had  contracted  up  to  1  bcm.620 The Netherlands too had an
interest in the project, as was clear from Gasunie joining the consortium in
2006.621

On 20 October 2009, Denmark granted a construction permit for Nord
Stream through Danish waters.622

Finally, on 5 November 2009, Sweden and, a few hours later, Finland ap-
proved Nord Stream construction through their exclusive economic zones.
Sweden added a number of conditions for its approval so as to ensure so-
me degree of control over the pipeline project.623 Sweden’s approval came
two weeks before an EU-Russia summit in Sweden’s capital Stockholm
scheduled to take place on 18 November.624 Holding the EU chairmanship,
there had apparently been no way for Sweden to postpone the decision
further. Even so, the process had taken almost three years since notificati-
on and 23 months since Sweden received the original EIA application.

Yet the Swedish government stuck to its official legalistic line and noted
that the environmental provisions had been satisfied. “No serious Swedish
government would so blatantly break international law that it would say no
to the pipeline,” clarified the Minister of the Environment, Andreas Carlg-

ers repeated Litvinenko’s accusations. The tensions grew, and in early 2008 the British
Council offices in Yekaterinburg and St. Petersburg were ordered closed. See, e.g. Reu-
ters, 18.01.2008.

620  Russian Petroleum Investor 18: 8 (September 2009), p. 23, citing Nord Stream AG.
Dong expected to sell on some 0.6 bcm of its share to Gazprom Marketing & Trading
Ltd for sale in Britain. Western Europe Oil and Gas Insight 4 (Business Monitor In-
ternational, August 2006), p. 8.

621  An historian cannot fail to note that Sweden had not faced such an alliance since the
days of the Great Northern War (1700-1721).

622  Russian Petroleum Investor 18: 10 (November/December 2009), p. 9 Nord Stream:
Nord Stream. Secure Energy for Europe: The Nord Stream Pipeline Project 2005-
2012. Zug 2013, p. 73.

623  Miljödepartementet: PM Tillståndsprövning av Nord Streams gasledning i Östersjön.
Memorandum. 05.11.2009; Russian Petroleum Investor 18: 10 (November/December
2009), p. 9f.

624  Russian Petroleum Investor 18: 10 (November/December 2009), p. 10.
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ren, in an interview.625 On a personal level or in a semi-private capacity,
comments were often less neutral. Indeed, the personal views of Swedish
government members remained mostly identical regardless of political par-
ty affiliation.626 With regard to Russian natural gas, the opinion of a majori-
ty of Swedish politicians could seemingly be summarized in the words of
the Minister of Education, Jan Björklund, a few months prior to the decisi-
on: “There are only two problems with Russian gas. First, it is gas. Second,
it is Russian.”627 The view of the Swedish government was that any increa-
sed use of hydrocarbons was detrimental to its ambition to reduce the glo-
bal emission of greenhouse gases. No matter that other European countries
needed the natural gas; this was a matter of faith for Swedish governments
regardless of political colour, as Björklund’s comments showed.

When the Swedish approval came, few bothered about the fact that Russia
and Germany had not yet approved the project. The Russian and German
approvals were by then rightly assumed to be a formality.628 Russia granted
the permit to construct the offshore section on 18 December 2009, and
Germany followed on 21 and 28 December.629  Finland had granted an
exclusive economic zone usage license on 5 November 2009, in accordance
with the Act on the Finnish Exclusive Economic Zone, but had not yet

625  Dagens Nyheter (Sweden), 05.11.2009.
626  Göran Persson, Prime Minister of the Social Democratic government until 06.10.2006,

was a noted opponent of both Russian natural gas and the pipeline project, and this
was well known in Russia. On 13.06.2006, he in Parliament noted that he had never
hidden  the  fact  that  he  did  not  wish  to  introduce  Russian natural  gas  in  the  Swedish
energy supply system (in Swedish: ”Jag har heller aldrig dolt att jag inte vill introducera
rysk gas i det svenska energisystemet”). EU-nämndens stenografiska uppteckningar
2005/06:42 13.06.2006. A month later, Prime Minister Persson in an interview with a
leading Swedish financial news weekly said that Sweden was ready to stop the pipeline
project. Veckans affärer (Sweden), 09.08.2006 (print issue dated 17.08.2006). On
18.08.2006, he in Visby described the pipeline project as an environmental threat since
it could stir up munitions and chemical substances from the Second World War.
Vedomosti (Russia), 21.08.2006.

627  Jan Björklund. Speech in Marstrand, 20.08.2009. In Swedish: “Det finns bara två fel på
rysk gas. Det ena är det är gas. Det andra är att den är rysk.”

628  Russian Petroleum Investor 18: 10 (November/December 2009), p. 9.
629  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline

Project 2005-2012. Zug 2013, p. 73 and 75.
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granted a construction permit. The latter would be provided by the Wes-
tern Finland Environmental Permit Authority which decides whether to
approve a construction permit under Finland’s Water Act. Finland provi-
ded its second and final approval on 12 February 2010.630

Nord  Stream  AG  was  finally  cleared  to  begin  construction.  On  6  April
2010, the first seabed pipe was laid. Three days later, a ceremony to ce-
lebrate the event was held, attended by Russian President Dmitry Med-
vedev, Dutch Prime Minister Jan Peter Balkenende, ex-Chancellor of Ger-
many and chairman of the Nord Stream board Gerhard Schröder, Ga-
zprom  CEO  Alexei  Miller,  Nord  Stream  AG  managing  director  Matthias
Warnig, and the new Commissioner for Energy in the European Commis-
sion, Günther Oettinger.631

Nord Stream Lobbying

“Nord Stream was possibly the most unpopular infrastructure project in
Europe,” Nord Stream later admitted.632 During the entire EIA process,
Nord Stream AG therefore spent considerable efforts on lobbying and the
recruitment of lobbyists. Already from the outset, when ex-Chancellor
Schröder was appointed chairman of the consortium, the venture had been
keen to recruit influential lobbyists. Yet more were to follow, on national as
well as local levels in the countries in which the EIA process and pipeline
construction would take place. In August 2008, for instance, Finland’s for-
mer Prime Minister Paavo Lipponen was employed as a consultant for
Nord Stream AG, with the task of assisting in the application to Finland.633

630  Ministry of the Environment (Finland): Notification in accordance with Article 3 of
the Convention on Environmental Impact Assessment in a Transboundary Context
(Espoo Convention) for the Nord Stream Gas Pipeline, reference YM5/5521/2006.
14.11.2006; Russian Petroleum Investor 19: 3 (March 2010), p. 14.

631  Russian Petroleum Investor 19: 5 (May 2010), p. 41.
632  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline

Project 2005-2012. Zug 2013, p. 75.
633  Helsingin Sanomat (Finland), 15.08.2008.
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But most lobbying activities took place in Sweden. When the commercial
Swedish television station TV 4 investigated the lobbying activities of Nord
Stream AG in its investigative television show Kalla fakta (“Cold facts”),  it
noted that many of these activities took place on the local level of govern-
ment, in towns and local academic institutions. For instance, the television
reporters alleged that a professor at Gotland University College who had
criticized the pipeline project had changed his assessment after having been
offered,  and  receiving,  a  research  grant  of  SEK  5  million  from  Nord
Stream AG in June 2007. The reporters also alleged that politicians on Got-
land who had criticized the pipeline had ceased their criticisms when it was
decided  that  Nord  Stream  AG  would  renovate  the  local  port  town  of
Slite.634 In August 2007, months before the consortium even approached
the Swedish government with its EIA, the Gotland port town of Slite had
accepted that the Nord Stream consortium would use its facilities for logis-
tics during the pipeline project construction, in exchange for the consorti-
um providing approximately SEK 70 million to renovate the harbour.635 A
new  quay  was  eventually  constructed,  since  the  old  quay  was  too  small,
with work starting in December 2008, before the consultation period relat-
ing to the amended EIA was over.636 In total, Gotland benefited from SEK
100 million which was spent on Slite port and various cultural research
projects.637 Slite henceforth became an important logistics site and storage
depot for the Nord Stream project, together with the port town of Karls-
krona—which in addition to becoming one of the Nord Stream project’s
two Swedish warehouse terminals also hosted one of Sweden’s most im-
portant naval bases. But Sweden was not the only country in which local
politics, the project’s need for logistics, and lobbying activities took place.
In Finland, the consortium employed the port of Hanko (which after the
Second World War had been the site of a Soviet naval base) as a warehouse
terminal  and  the  port  of  Kotka  as  a  pipe  coating  yard.  In  Germany,  the

634  Swedish television station TV4 investigative news program Kalla fakta, 15.02.2009.
635  Ibid. See also Nord Stream: Nord Stream. Secure Energy for Europe: The Nord

Stream Pipeline Project 2005-2012. Zug 2013, p. 129.
636  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline

Project 2005-2012. Zug 2013, p. 121.
637  Nord Stream: Bemötande av synpunkter m.m. från den publika remissrundan. Virum:

Ramboll Oil & Gas, on behalf of Nord Stream, September 2009, p. 121.
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port of Sassnitz/Mukran was used both as a warehouse terminal and for
pipe coating.638

On the national level in Sweden, following Sweden’s rejection of the first
EIA application in spring 2008, Nord Stream AG, hired Dan Svanell, who
had been press secretary to seven Social Democratic ministers, including
Leif Pagrotsky who had met Gazprom CEO Miller for discussions on the
pipeline project in 2003 and been one of those who initiated the public
debate in 2006 (the Social Democratic party had since lost an election), and
knew the Swedish government structure well.639 Then Nord Stream hired
Tora Leifland Holmström, a close advisor of Minister of Agriculture Eskil
Erlandsson, as communications project manager.640 Finally, Nord Stream
hired former State Secretary Ulrica Schenström, who had been described as
the right hand of Prime Minister Fredrik Reinfeldt and reportedly had en-
joyed access to classified information about Swedish strategies with regard
to the Nord Stream project.641 With  these  recruitments,  Nord Stream AG
successfully hired key people from both the government and the leading
opposition party who were well versed in how the Swedish government
functioned and, at least in some cases, no doubt had insider knowledge of
the government’s views on the Nord Stream project.

In addition, Nord Stream AG spent considerable efforts and funds on
public hearings in Stockholm and other Swedish cities and the distribution
of information on the pipeline project. Between 2006 and 2008 the Nord
Stream consortium claimed to have arranged or participated in more than a
hundred public meetings and conferences in the countries around the Bal-
tic Sea.642  As lobbying intensified, this number rose to more than two

638  Russian Petroleum Investor 18: 8 (September 2009), p. 23, citing Nord Stream AG.
639  Swedish television station TV4 investigative news program Kalla fakta, 15.02.2009.
640  Ibid.; Morén, Kristoffer. In Baltic Worlds 4, 2010, p. 15.
641  Resumé, 09.07.2008; Swedish television station TV4 investigative news program Kalla

fakta, 15.02.2009; Nyhetskanalen (Sweden), 15.02.2009; Dagens Nyheter (Sweden),
15.02.2009.

642  Nord Stream: Sammanfattning av projektet. Stockholm 30.09.2009, p. 5.
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hundred by late 2009.643 Of these, a large share took place in Sweden. Nord
Stream AG even sponsored a number of academic research projects, inclu-
ding marine archaeology research carried out off Gotland in 2007 and a
book in Swedish on sixteenth-century naval warfare written by a Russian
journalist.644 The book described the Northern Seven Years’ War (1563-
1570),  which  was  chiefly  fought  between  Sweden  and  Denmark.  It  was
presumably a coincidence that the book described a war between Sweden,
the government of which was against the Nord Stream project, and Den-
mark, which was in favour of it.

Nord Stream AG also employed the renowned British public relations
agency Hill and Knowlton to polish the image of the project. Hill and
Knowlton described the firm’s participation in the following terms: “H+K
Strategies’ corporate communications and public affairs activities have hel-
ped enable Nord Stream maintain open dialogue with regulatory decision-
makers and enhance information flow at an international level.”645 In other
words, Hill and Knowlton assisted Nord Stream AG with the EIA applica-
tion process (while Ramsbøll produced the actual EIA). The Hill and
Knowlton  agency  was  quite  successful,  and  indeed  won several  awards  in
2009 for its public relations activities on behalf of Nord Stream AG.646

5.3.3 Outcome

The first line of the pipeline was eventually constructed according to plan,
as adjusted for the delays in the EIA process, with work beginning in 2010
and  coming  on  line  on  8  November  2011,  at  a  ceremony  attended  by
French Prime Minister François Fillon, German Chancellor Angela Merkel
(who six years earlier had declined to attend the welding of the first joint of

643  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline
Project 2005-2012. Zug 2013, p. 71.

644  Smirnov, Alexej: Det första stora kriget. Stockholm 2009.
645  Hill and Knowlton web site, <www.hillandknowlton.co.uk>. The web site mentions

the  firm’s  successful  work  for  Nord  Stream but  does  not  offer  access  to  details  with
regard to the project.

646  AMEC Communication Effectiveness Awards. Web site, <http://amecorg.com/wp-
content/uploads/2011/08/amec_awards_2010_winners.pdf>.
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the pipeline), Dutch Prime Minister Mark Rutte, Russian President Dmitry
Medvedev, EU Energy Commissioner Günther Oettinger, and Erwin Selle-
ring, Minister President of Mecklenburg-Western Pomerania. The second
line came on line on 8 October 2012, with less pageantry and official re-
presentation.647 Transport capacity would be 55 bcm per year.648 Yet, no
offshore platform was ever built, nor were any military sensors installed, as
far as is known.

There is the distinct possibility that the Swedes were right in suspecting the
Russian Navy or intelligence services of plans to use the offshore platform
for military intelligence collection. As noted, the offshore platform was the
only part of the project which Sweden actually could veto, according to the
United Nations Convention on the Law of the Sea. Yet on 13 February
2007, before Sweden had even responded to the submitted notification of
intent, the Russian Ambassador to Sweden, Alexander Kadakin stated, in a
controversial interview on national public radio, that “it is even imaginable
that the platform will not be built. It is technically possible to have a pipe-
line without such a platform, as a worst-case scenario.”649 This  was not,  at
the time, the official position of the Nord Stream consortium, which had
made elaborate plans for the offshore platform and claimed that it was
really necessary for the viability of the entire project.650 As  late  as  on  14

647  Nord  Stream:  Nord  Stream.  Secure  Energy  for  Europe:  The  Nord  Stream  Pipeline
Project 2005-2012. Zug 2013, p. 76, 133, 141 and 240. By late May 2012, Nord Stream
announced plans for a third and fourth line. Ibid., p. 75.

648  Ibid., p. 284.
649  Sveriges Radio (Sweden), 13.02.2007. In the same interview, Kadakin concluded that

he could not understand “what kind of an idiot” had been able to argue to his superi-
ors that the offshore platform could be used for intelligence collection aimed at Swe-
den (in Swedish: “Jag fattar inte vad det är för en slags idiot som har kunnat hävda det-
ta i sina rapporter till sina svenska överordnade.”) However, even as the Ambassador
referred  to  the  project’s  individual  detractors  as  idiots,  he  stressed  that  relations  with
the Swedish government remained friendly and concluded that there had been no offi-
cial Swedish criticism aimed at the Nord Stream project, thus maintaining the illusion
of smooth and disinterested government-to-government relations.

650  Dirk  von  Ameln,  Deputy  Technical  Director,  Nord  Stream  AG:  Hearing  in  Swedish
Parliament. Stockholm 12.12.2006, Hearing in Visby 22.01.2007. Noted in Carl B.
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September 2007, Nord Stream explained in Stockholm that the platform
was an integral part of the pipeline system.651 Even so, the possibility of
building the pipeline without an offshore platform had already been raised
by an anonymous source reportedly “close to” the pipeline project in an
interview with the Russian newspaper Vremya Novostey in August 2006.652

And in early 2008, Nord Stream AG confirmed that it could build the pipe-
line without the offshore platform.653 In other words, Ambassador Kadakin
and Vremya Novostey‘s anonymous source seemed to have access to more
information, and at an earlier stage, than the authorized representatives of
Nord Stream AG. This indeed fuels suspicions that the offshore platform’s
primary purpose indeed may have been intelligence collection, but that
Russia scrapped these plans when confronted with the Swedish resolve to
stop the entire project, if possible, by refusing permission to build the plat-
form. Because for Russia, the export pipeline was the greater good, due to
the need to bring in revenues from the export of natural gas to Western
Europe. Intelligence collection would no doubt have been an added benefit
but was not the primary driver behind the project. The other possible ex-
planation is that the platform all along was regarded as a negotiable conces-
sion, which would be a benefit if permitted but was not really necessary for
the project.

Further support for the suspicion that there had indeed been Russian plans
to use the offshore platform, and likely the entire pipeline, for military in-
telligence collection came in 2008, after the Nord Stream consortium had
already confirmed that no offshore platform would be built. A Russian
paper was then published in a scientific journal about the sensor systems to

Hamilton: Naturgasledning på Östersjöns botten: Lägesrapport 23 februari 2007
(Folkpartiet, 23 February 2007), p. 19f.

651  Nord Stream, The Service Platform: An Intergral (sic) Part  of  a  Safe  System.  Nord
Stream Forum. Stockholm, 14.09.2007.

652  Vremya Novostey 149, 21.08.2006.
653  Nord Stream, Response to Questions Asked, and Inaccurate Statements Made, during

the Public Hearing of the Committee on Petitions, ”The Nord Stream Pipeline and Its
Impact on the Baltic Sea,” European Parliament, Brussels, 29.01.2008, p. 11. Nord
Stream  AG  produced  the  document  immediately  following  the  29  January  2008
hearing.
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be used to protect the Nord Stream pipeline from terrorism. The article
was written jointly by two lieutenant colonels and two scientists and con-
cluded that the pipeline might be under threat not only from terrorists but
also from saboteurs from companies and countries opposed to its
construction. In response to this threat, the pipeline would be protected by
a composite sensor system consisting of surface and underwater compo-
nents, including sensors mounted on the pipeline itself. Based on the in-
formation received from the sensor systems, suitable measures, including
the firing of missiles against hostile surface vessels or aircraft, could be
initiated in real time to destroy the threat, the authors argued. The paper
quaintly referred to the pipeline under its old name NEGP and the accom-
panying map still included the offshore platform, although the text mainly
referred to non-stationary surveillance means such as satellites, unmanned
aerial vehicles (UAV), and autonomous underwater vehicles (AUV). It thus
gave the distinct impression of being an old paper dusted off and updated
for publication despite, to some extent, being out of date. But the affiliation
of  the  writers  left  little  room for  doubt.  The two scientists  were  affiliated
with the State Research Navigation-Hydrographic Institute (GNINGI), a
state institute under the Russian Ministry of Defence, whereas the two mili-
tary officers were listed as serving officers of military unit number 54023,
which elsewhere has been identified as a formation within the Russian mili-
tary intelligence service Main Intelligence Directorate (GRU) believed to be
involved in satellite imagery intelligence collection. The authors ended the
paper by suggesting that the several countries with an interest in the pipe-
line could work together to protect it, by integrating some of their respecti-
ve surveillance systems.654

654  Katenin, V. A./ Surzhikov, I. M. and Makarov, A. M: Vozmozhnyy oblik sistemy
osveshcheniya nadvodnoy i podvodnoy obstanovki v interesakh obespecheniya
deystviy antiterroristicheskikh sil i sredstv zashchity podvodnykh truboprovodnykh
sistem (Possible Look of a Surveillance and Warning System Aimed for Provision [of]
Effective Actions of Anti-terror Forces and Security Protection of Underwater
Pipeline Systems). In: Morskaya radioelektronika 24, No. 2, June 2008, p. 12ff. On
GNINGI, see its web site, <http://gningi.ru/>. For the identification of military unit
number 54023 as the 162nd Military-Technical Center, based on Volokolamskoye
Shosse 56/2 in Moscow, a formation within the GRU which engaged in satellite re-
connaissance, see commonly available web sites, e.g. http://wikimapia.org
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As far as is known, no military sensors were installed in conjunction with
the pipeline. Simply by advertising its concern widely and vociferously,
Sweden  ensured  that  it  would  be  difficult  for  the  Russian  side  to  use  the
pipeline for military intelligence purposes. The Policy Memorandum expo-
sed by Swedish national television made it abundantly clear that even if the
Swedish government eventually accepted the EIA and gave the necessary
permits to build the pipeline, then this permit would only cover the com-
mercial activities of the consortium, never any intelligence use of the infra-
structure by state actors.655 The condition that would adhere to the eventual
permit was duly noted by the Nord Stream consortium, and when Nord
Stream AG arranged a public hearing in Stockholm on 29 November 2006,
about four months after the document was written (but about a week befo-
re it was leaked to the press, posing questions on whether the Russian side
had  already  learnt  of  the  Swedish  assessment),  its  materials  included  an
addendum which acknowledged that the permit would only apply to natural
gas  deliveries,  and that  any  “incorrect  usage”  might  result  in  a  halt  in  the
pipeline’s operation.656 The  addendum  was  duly  noted  by  the  Swedish  si-
de.657 It is for this reason that Russia, faced with Swedish opposition and
known determination to treat any installation of military sensors as grounds
for refusing the project, would be unlikely to take the risk of installing any
such sensors later. If military sensors were eventually discovered in con-
junction with the pipeline, Sweden could retroactively recall its permit. One
could of  course  argue  that  if  the  Russians  really  wanted to  install  military
sensors, they might be able to install the appropriate sensors anyway, by
clandestine means after the pipeline was put in operation. However, since
the primary purpose of the project was always to guarantee the export of
natural gas, the risk of installing such sensors for the secondary purpose of
military intelligence collection would no doubt be assessed as too great.

; <http://agenturaforum.com>; <www.evasiljeva.ru/2014/04/blog-post_30.html>.
This identification is supported by official tenders for satellite equipment, as published
in the Russian government web site, <www.zakupki.gov.ru>.

655  Policy Memorandum from the Ministry of the Environment, then usually translated
into English as the Ministry of Sustainable Development (Miljö- och samhällsbygg-
nadsdepartementet), 08.08.2006.

656  Nord Stream: Säker gasförsörjning för Europa. Presentation, 29-30.11.2006.
657  Larsson, Robert: Nord Stream presentation . FOI Memo 1905, 30.11.2006.
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Besides, in a real crisis, such sensors would be of little use – since the pipe-
line had a known, fixed location and despite the assurances of the two
GRU officers would be easy to breach, if this was ever deemed necessary,
thus at the same time destroying the integrity of the sensor chain. Needless
to say, this would also halt any natural gas exports, which would affect Rus-
sia more than its Western customers who were not fully dependent on Rus-
sian supplies.

The Russian side thus attained its primary objective of building natural gas
export infrastructure which bypassed the transit countries. However, when
the necessary permits to build the Nord Stream pipeline were finally gran-
ted, in November 2009, the world was suffering from a global financial
crisis.

The 2003 energy strategy had been afflicted with several problems. In addi-
tion to alarming consumer and transit countries, it also consisted of detai-
led objectives that, in some cases, soon no longer corresponded to market
realities. In late 2006, Russia accordingly commenced work on an updated
energy strategy.658 The new Russian energy strategy was approved in late
2009,  eight  days  after  Sweden’s  approval  of  the  Nord  Stream  project.659

The new strategy was in many ways a response to the then ongoing financi-
al crisis. Gone were the phrases that suggested military strategy. Instead the
new strategy repeatedly emphasized the need to create a favourable eco-
nomic environment.660 Of the statements in the 2003 strategy that the ener-
gy  factor  would  be  a  fundamental  element  within  Russian  diplomacy,
nothing remained but the hardly unusual, in international commerce, con-
clusion that the strategic objective of the foreign energy policy was the
Russian energy sector’s full-scale integration into the world energy market,

658  Ministry of Industry and Energy: On a refinement of the Energy Strategy of Russia for
the period up to 2020 and its prolongation up to 2030. Decree of the Ministry of In-
dustry and Energy No. 413, 21.12.2006.

659  Government of the Russian Federation: Energeticheskaya strategiya Rossii na period
do 2030 goda (“Energy Strategy of Russia to the Year 2030”), Government of the Rus-
sian Federation Decree No. 1715-r, 13.11.2009.

660  See, e.g. Government of the Russian Federation: Energeticheskaya strategiya Rossii na
period do 2030 goda (“Energy Strategy of Russia to the Year 2030”), Government of
the Russian Federation Decree No. 1715-r, 13.11.2009, p. 16, 18 and 19.
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the enhancement of its positions thereon, and gaining the highest possible
profit for the national economy.661 The leading Russian energy companies
would receive diplomatic support abroad.662 Russia had national interests in
the operation of the global energy market, but in the roadmap of state po-
licy measures attached to the strategy there were no alarming statements
beyond that of promoting Russian energy companies abroad and offering
them “information, political, and economic support.”663 In fact, the energy
strategy candidly admitted problems in Russia’s foreign energy policy, in-
cluding the financial crisis but also the continuing export dependence on
transit countries and the politicization in the energy relationships between
Russia and foreign countries.664 And politicization was indeed what had
characterized the struggle to build the Nord Stream pipeline.

5.3.4 Concluding Remarks

The Nord Stream pipeline was successfully completed as a commercial
project, but Sweden made certain that no offshore platform was built and
worked to ensure that no military sensors were installed. The Swedish op-
position and strong resolution with regard to the minutiae of the EIA may
also have pushed the consortium into taking the environmental aspects
very seriously, something for which Nord Stream AG eventually received
considerable and deserved recognition. In effect, both sides achieved some
of their goals. Russia succeeded in building a natural gas export pipeline
with direct access to Germany, thus bypassing those transit states with
which Russia had frequently encountered political problems. Sweden, as far
as is known, prevented Russia from laying an underwater sensor chain
across  the Baltic  Sea and obstructed the project by legalistic  means to the
extent that Russia would find it difficult to justify an increased naval
presence in the Swedish exclusive economic zone based on the existence of
the pipeline alone (although there was, as before, nothing to prevent a na-
val presence as such). Sweden did not succeed in its lofty but futile attempt

661  Ibid., p. 34.
662  Ibid., p. 35, app. 5, p. 23f.
663  Ibid., p. 89, app. 5, p. 18ff.
664  Ibid., p. 35.



330

to save the EU from importing more Russian natural gas, nor save the Bal-
tic Sea from the environmental impact of the pipeline, if there was one (an
issue to which everybody had paid lip service but which was quickly forgot-
ten by the media and the public after construction began).

The Nord Stream consortium claimed that Sweden’s obstruction cost more
than EUR 100 million in expenses related to the EIA process and associa-
ted lobbying activities, not counting almost two years of added time spent
on the EIA process.665 These costs would initially have to be borne by the
corporations which owned Nord Stream AG but in the end were likely to
be recouped from the European consumers. Sweden devoted considerable
resources to monitoring and delaying the pipeline project, but these costs
were taken from the regular operational funds of the government ministries
and agencies involved, which ultimately came from the Swedish taxpayers.
In return, the taxpayers and European consumers could enjoy the media
show of the Nord Stream controversy, which ran for several years and pro-
vided entertainment to all and lucrative careers to some.

There was certainly a Swedish long-term strategy, on political and environmen-
tal grounds, to oppose further imports of Russian natural gas. When faced
with the perceived threat of the pipeline as a sensor platform for Russian
military intelligence, the long-term strategy hardened into an intention to
oppose the pipeline project. Did this also lead to a Swedish master plan on
how to thwart the project? If so, it was the one formulated by the inter-
ministerial working group set up in 2006. The actual details – the operations
plan – were then worked out in the winter of 2006/2007, coordinated by
the Ministry of Defence. However, because of the decentralized adminis-
trative system there was probably never any formal operations plan, only a
general agreement on what could be done to oppose the pipeline project by
the respective actors which then executed the informal plan independently.

665  Nord Stream: Sammanfattning av projektet. Stockholm 30.09.2009, p. 6. In fact, this
was the total cost of the environmental studies, route surveys, and technical planning
and  many  of  these  would  in  any  case  have  been  necessary  for  the  project.  Nord
Stream: Nord Stream. Secure Energy for Europe: The Nord Stream Pipeline Project
2005-2012. Zug 2013, p. 43, 58 and 72.
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The Russian long-term strategy was  the  one  formulated  by  President  Putin
over a  series  of years,  and this resulted in an intention to bypass the transit
countries so as to avoid further political difficulties with Russia’s energy
exports. This led to the master plan which can be said to the one presented
in the 2003 energy strategy, in conjunction with the presumably secret
plans of the Navy and GRU to use the pipeline as a sensor platform. The
Russian side seems not to have anticipated the Swedish counterstrategy
against the pipeline plan. The Russian side only developed a counter-
counterstrategy, an operations plan, in early 2007, having then realized the
scale of Swedish opposition. The execution phase of the operations plan
began with full force only from 2008, after the Swedish government had
rejected the original EIA.

The conclusions presented here would likely be disputed by both the
Swedish and Russian governments. The Swedish government never offici-
ally voiced its concerns over the military intelligence collection opportuni-
ties for Russia perceived to exist in the pipeline project, nor did the Russian
government  ever  mention  an  intention  to  use  the  pipeline  in  this  way.
Instead the struggle was relegated to low-level civil servants, military
officers, retired officials, newspaper editors, lobbyists, and businessmen,
whose activities, if necessary, could be disregarded as not representative of
the formal stance of their respective governments. As in the work of the
intelligence services, deniability was the key. Neither government was pre-
pared to shatter the illusion that official relations remained smooth and
without mutual suspicions with regard to intentions. Minister of the En-
vironment Carlgren approved the project by referring to international law
and concluded that the environmental provisions had been satisfied. The
outspoken Ambassador Kadakin referred to the project’s opponents as
idiots but stressed that relations with the Swedish government remained
friendly and concluded that there had been no official Swedish criticism
aimed at the Nord Stream project. Such comments were unsurprising. Nor
would the two governments acknowledge that their respective intelligence
services might be in the process of collecting information on each other.
For a state, a hybrid power projection must in its essentials remain covert.
There may be overt aspects, such as through the use of diplomatic power
and commercial entities, but its targeted, multi-dimensional, and coordina-
ted features may not be acknowledged, or the hybrid power projection
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becomes an open act of aggression, which might escalate existing rivalry
into open confrontation.


