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Abstract

ince the 2013 coup d'état, the 

energy sector in Egypt has 

been in turmoil and has strug-

gled to provide sustainable 

energy production to meet 

with the growing energy con-

sumption. This report aims to highlight the key 

aspects of the energy crisis in Egypt and pres-

ent insights into the energy outlook of Egypt in 

the post-Covid-19 era. While recent natural gas 

discoveries off Egypt’s Eastern Mediterranean 

shores has led the energy industry to experi-

ence a relative revival, the country’s economy 

is still in the process of completing its transition 

to energy self-sufficiency. The interlocking rela-

tions between the social forces in Egypt’s ener-

gy markets, particularly in the electric and nat-

ural gas, have inhibited the advancement of the 

country’s energy infrastructure from meeting 

the growing energy demand. 

According to the literature, sustainable and 

affordable energy consumption plays a sig-

nificant role for emerging economies such as 

Egypt when achieving economic development, 

stable political governance, improving health-

care and eradicating extreme poverty (Burney 

1995; Belke et al. 2011; Chevalier & Ouédraogo, 

2013; Karekezi et al. 2014). This study contends 

that Egypt’s path to energy self-sufficiency is re-

stricted by the complex relations between fiscal, 

energy and foreign policies. The study stresses 

that Egypt’s socio-political and economic vul-

nerabilities drive away the foreign direct invest-

ment that the energy sector is heavily depend-

ent. Energy imports and subsidies, in particular, 

create significant financing needs due to their 

weight on the budget and balance of payments. 

The discovery of the Zohr gas field and the exist-

ing gas export-infrastructure notwithstanding, 

strengthened Egypt’s geopolitical role, as well 

as its economy. 

Nevertheless, while the production from Zohr 

and foreign companies willing to invest in 

Egypt’s energy infrastructure has helped Egypt 

to boost supply to its mainly gas-fuelled power 

stations, Egypt, as the region’s most populated 

country with booming energy demand, has lost 

its net exporter status of natural gas after the 

energy crisis of 2014. The country is now heav-

ily dependent on energy supply from the newly 

discovered gas fields in the Nile delta, as well as 

natural gas imports from Israel. The increasing 

military tension and the possibility of a geopo-

litical deadlock in the Eastern Mediterranean, 

however, has increased the risks and challenges 

for Egypt’s already fragile energy industry. The 

recently signed maritime border demarcation 

agreement between Greece and Egypt, for in-

stance, has added a new dimension to the ge-

opolitical rivalry in the eastern Mediterranean. 

In this context, this report represents a guide to 

understanding Egypt’s energy conundrum in 

the Eastern Mediterranean. 

S
Introduction
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This report aims to investigate the determinants of Egypt's 

energy crisis and explain the transformation process that 

Egypt’s energy industry underwent after the discovery of 

the Zohr gas field, the most significant discovery ever made 

in the Eastern Mediterranean region, and its implications 

for the geopolitics of the region as a whole. The report will 

effectively provide a guide to Egypt’s energy conundrum 

since the Egyptian uprising in 2011 and demonstrate the 

impact of the Zohr gas field’s discovery for Egypt as well 

as the region's energy industry. The report employs a de-

scriptive research design as this is the most efficient meth-

odological approach to discover relationships between or 

among selected variables, to conduct an empirical inves-

tigation by answering research questions based on the 

ongoing events of the present and yields a comprehensive 

analysis which can lead to important recommendations 

(Dulock, 1993). According to both Saunders et al. (2009) 

and Miller (1991) that descriptive research portrays an 

accurate framework of reference to investigate evolving 

cases, events, or situations. This design offers a distinctive 

analytical outlook, which can provide a reliable and valid 

data collection process. The data collected through this re-

search design can thus be evaluated and synthesised as a 

case study to draw holistic conclusions (Yin, 2003).

According to Yin (2003), a case study is an empirical in-

quiry which investigates social, political and economic 

affairs, problems or events within their real-life context, 

especially when the boundaries between the issue being 

examined and the context within which it is being stud-

ied are not perfectly defined. Notably, the case study is a 

practical research strategy to gain a comprehensive un-

derstanding of the context of the research by gathering 

data from a wide range of sources and applying various re-

search methods. This report applied a qualitative research 

method to contextualise an empirical analysis based on 

the following research questions: How did Egypt’s energy 

crisis evolve, and to what extent has it been resolved? How 

did the discovery of Zohr gas field, within the Shorouk con-

cession, offshore Egypt transform the natural gas industry 

in the region? What are the key traits of Egypt’s gas export 

infrastructure? And, why and with what consequences, the 

discovery of new natural gas reserves in the Eastern Medi-

terranean change the geopolitics of the region?

While in qualitative research there are multiple data col-

lection methods, the scope of this research is limited to the 

data collected through open sources available online. The 

accumulated open-source data included both raw data and 

published summaries. The set of data gathered from these 

sources offered comprehensive insight into the research 

area of this report. These data sources were reviewed and 

processed objectively to put the research into context, as 

well as evaluated to identify research gaps in the literature. 

The data for this report was collected through a review 

process focused on recent publications from international 

institutions, multinational corporations, news and media 

outlets, magazines, social media postings, investigative 

journalism platforms, and reputable academic journals.

The study first provides a brief overview of the energy crisis, 

which began to manifest itself in earnest after the popular 

uprising in 2011. Next, the study will contextualise Egypt’s 

energy crisis by defining and critically evaluating three in-

terlinked crises; fiscal, electricity and natural gas. The fol-

lowing two sections will provide an analysis of the Zohr gas 

field’s impact on Egypt’s energy industry, and discuss the 

essentials in relations to the ownership, production, and 

operational management of gas extraction of Egypt’s gas 

export infrastructure. Henceforth, the report will critically 

evaluate the geopolitics of natural gas in the Eastern Med-

iterranean, particularly in relation to the intensified rivalry 

between regional states. The study will then conclude with 

the discussion on Egypt’s energy future.

Research Objectives and 
Methodology
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The Arab Republic of Egypt as the Middle East and North 

Africa’s most populated and economically dynamic 

country has struggled to respond to its growing energy 

consumption in recent years. In 2014, the country expe-

rienced one of its most serious energy crises in decades. 

The extent of the crisis was so far-reaching that various 

parts of the country faced around six power cuts a day for 

up to two hours at a time (Kingsley, 2014). Prior to the cri-

sis, Egypt’s economy had been hammered by social and 

political backlash for almost three years due to the pop-

ular uprising and the subsequent military coup. Under 

these circumstances, the regime was limited in its choice 

of viable policy options in its formulation of a response 

to the crisis. The fear of political unrest, for instance, in-

creased the regime’s reluctance to reduce financial pres-

sure resulting from generous but mismanaged energy 

subsidies. The subsidies did not only weigh heavily on the 

fiscal balance of the country but also distorted markets for 

energy products. Primary beneficiaries included Egyptian 

and multinational corporations, as they tend to consume 

more energy due to investments in energy-intensive in-

dustries (Adly, 2016). 

Moreover, the annual fiscal budget for the next three years 

after the Egyptian uprising in 2011 was equivalent to US$ 

91 billion in 2013, US$ 101.7 in 2014 and US$ 113 in 2015 

(“Egypt Economic Report,” 2014; “Egypt: Economic Up-

date,” 2014). Figure 1 below illustrates the combination of 

the gross domestic product of Egypt (GDP) and the fiscal 

deficit in percentage of GDP for the years between 2011 

and 2019. As Figure 1 shows, Egypt has experienced its 

largest fiscal deficit as a percentage of GDP in the years 

A Brief Overview of 
Egypt’s Energy Crisis
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2013, 2014 and 2015 when spending on energy subsidies 

comprised the largest share of budget expenditure. Fuel 

subsidies alone accounted for %21.9, %19.9 and %13.3 of 

total government expenditure in these years, respectively 

(Breisingera et al., 2019). While aware of the large burden 

on the budget, the government’s policies on fuel subsidies 

have been inconsistent and it could not provide solutions 

to allocate its resources efficiently. This created a further 

disparity between Egyptian lower and middle classes 

who truly needed these subsidies, and capital classes that 

used these subsidies to boost their profit margins. In ad-

dition, Egypt's debts to the private sector, particularly for 

foreign energy operators, amounted to billions of dollars 

during this period. The rise became a major worry for 

these companies as it undermined confidence in the new 

regime’s ability to pay its debts (Alsahary, 2014).

Constrained by these factors, the regime could only fi-

nance the enlarging budget deficit and pay for imports 

of food and fuels by increasing foreign currency earn-

ings from non-tax sources such as the income from the 

Egyptian General Petroleum Corporation, the Suez Canal 

Authority, and foreign aid. At the time, almost one-third of 

state revenues in Egypt were generated from these non-

tax sources (Adly, 2016). While the financial aid that came 

from GCC countries significantly increased  between 

2013–2015, this only provided a temporary solution, and 

Egypt’s tax revenues remained quite low, at around 15 per-

cent of GDP (Critchlow, 2014; Adly, 2016). 

To further elaborate, according to Saleh (2014a) the UAE, 

Saudi Arabia and Kuwait had underwritten aid worth at 

least US$ 10.6 billion for the new regime in Egypt in the 

fiscal year of 2014, of which approximately US$ 7.5 billion 

was provided in the form of energy products. However, 

the use of these funds provided only temporary relief. 

When the oil crisis in 2014 hit the balance sheets of pet-

rol rich countries, the financial aid Egypt was receiving 

Total final consumption (TFC) by sector, Egypt 1990-2017

Figure 2 – Source: IEA, 2019
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effectively stopped. The regime then had no other choice 

but to borrow a large amount from the International Mon-

etary Fund (IMF). These funds were, however, were con-

ditioned on the implementation of structural adjustment 

programmes (SAPs) and enforced a series of reforms on 

Egypt's existing welfare policies, including subsidies for 

energy products. As part of Egypt's commitment to the 

IMF programme, the government passed the Electricity 

Law of 2015 and the Gas Market Law of 2017. While the 

Electricity Law permitted the privatisation of electricity 

production, its transmission, and distribution, the Gas 

Market Law enabled use of the country’s 7,600 km main 

gas grid by private sector operators for a designated fee 

(EIA, 2018; Stevenson, 2019).

In the above Figure 2, Egypt’s power consumption is 

shown for the years between 2000 and 2017. Except in 

the year of the military coup in 2013, energy consumption 

in Egypt has significantly increased over the years. The 

steady growth is related to various power consumption 

needs such as population growth, expansion of ener-

gy-intensive industries, as well as inefficient energy infra-

structure, and terrorist attacks targeting energy resources 

(Oxford Business Group 2019; Meier et al. 2014; Atlam & 

Rapiea 2016; Leach 2014). The regime executed a set of 

three objectives to resolve the disruptive energy crisis and 

improve the efficiency of energy markets. First, it cut the 

gas flowing to energy-intensive industries and rearrange 

the distribution of energy supply; second, it embarked on 

a five-year energy subsidy removal plan and focused on 

correcting the budget deficit; and third, it attempted to re-

pay all of its debt to foreign energy companies to prompt 

them to boost exploration to enhance energy supply.

After 30 years of the authoritarian rule of Hosni Mubar-

ak, Egyptians had had the chance of experiencing dem-

ocratic rule when Muhammed Morsi won the first freely 

held presidential election in 2012. Morsi’s reign, however, 

did not last long and he was ousted by a military coup 

orchestrated by Abdel Fattah el-Sisi one year after taking 

office. Egypt’s new authoritarian ruler al-Sisi  attempted to 

secure his authority by way of a new social contract that 

promised that his regime would deliver ‘the demands of 

the revolution’. In this regard, the country has yet to ex-

perience a credible political, social, and economic recov-

ery. Instead, the new regime not only ceased the reform 

process initiated after the uprising in 2011, but it also be-

gan to implement policies that brought the country to the 

brink of another destructive political feud and econom-

ic collapse. The regime has also failed to restructure and 

reform the energy industry. As a result, the country has 

been faced with three interlinked crises; 1) a fiscal crisis, 2) 

an electricity crisis, 3) a gas crisis.

Contextualising Egypt’s Three 
Interlocking Crises: Fiscal, 
Electricity and Natural Gas

Fiscal Crisis
The fiscal crisis, in particular, was driven by the fall in the 

revenue-to-GDP ratio, as well as the acceleration of public 

spending, notably in response to heightened social de-

mands, after the popular uprising in 2011. Egypt’s econo-

my had been already suffering from structural imbalances 

for an extended period, and the energy crisis has further 

intensified this condition (Zaki, 2017). From 2000 to 2019, 

for instance, the average of Egypt’s fiscal deficit was -8.8% 

of GDP (IMF, 2020a). As a result of the rolling fiscal defi-

cit, total government debt significantly inflated. Figure 3 
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Additionally, the large budget deficit constrained the 

Egyptian government’s ability to repay its debts to foreign 

energy companies. Over the past years, state own energy 

companies in Egypt accumulated approximately a total 

debt of US$ 6.4 billion to foreign companies (Farouk & 

Noueihed, 2014). In the face of such uncertainty, most of 

these companies have held back from increasing invest-

ment in exploration and production activities, particular-

ly from costly offshore areas. Accordingly, this situation 

has aggravated the ongoing electricity and gas crises, 

since the country urgently needed to upgrade its energy 

infrastructure to meet the needs of the growing energy 

demand. In 2015, the government initiated a repayment 

programme to pay down these arrears and thereby en-

courage these operators to accelerate capacity building 

in existing gas fields or begin new exploration and pro-

duction activities (Saleh, 2014a). The energy industry was 

also freed up to bring in much-needed investment from 

the private sector for capacity building and modernisa-

tion of energy infrastructure.
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Figure 3 – Source: IMF, 2020

below illustrates the extent of the impact for the years be-

tween 2008 and 2018. According to the data, Egypt’s debt 

during this period more than doubled. 

The surge in public expenditure driven by the ever-in-

creasing public sector wage bill, subsidies, and social 

benefits, has left the regime with limited fiscal space to 

formulate an effective policy response to the electricity 

and gas crises. Egypt’s generous subsidy system for en-

ergy products and its reluctance to make the necessary 

adjustments, largely due to potential social unrest, has ex-

acerbated both the fiscal and energy crises. At the height 

of the crisis, , subsidies for energy consumption account-

ed for more than 20% of government spending (Saleh, 

2014b), and the cheap energy further intensified energy 

demand due to excess energy use.
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Electricity and Natural Gas Crises 
The majority of Egypt’s electricity is generated by natu-

ral gas, with the remainder being fuelled by petroleum 

products, hydropower and renewable energy sources 

(IEA, 2019). Despite significant natural gas reserves, Egypt 

has yet to set up sustainable energy production in order 

to catch up with sharply rising electricity demand. The 

reason, as indicated in the previous section, is linked to 

the fiscal crisis that the country has been facing for a long 

period of time. This situation has significantly limited the 

capabilities of Egyptian authorities to increase public in-

vestment or attract international capital to enhance the 

supply of natural gas. Hence, the regime had to politically 

resolve the energy crisis to appease the masses who pre-

conditioned energy subsidies in exchange for their politi-

cal backing (Figueras, 2016). 

Figure 4 illustrates that electricity consumption has been 

on a steady rise over the past decade. Factors such as a 

rapid surge in population – which has increased by an es-

timated 20 million over the past two decades - low energy 

prices, and increased air-conditioning usage ramped up 

electricity demand. At the peak of the crisis, the consump-

tion need outstripped the capacity of Egypt's mainly gas-

fuelled power stations. Notably, the shortage of natural 

gas supply at the time was the most critical factor, which 

intensified the effects of the crisis. Mubarak’s regime had 

notoriously exported Egypt’s natural gas at marked-down 

prices and given exclusive mining contracts of almost all 

gas reserves to foreign companies (Kingsley, 2014). When 

these firms ultimately cut their investment in gas extrac-

tion and stall exploration activities purposefully and vig-

orously until they were paid overdue debts, this situation 

TW
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pushed Egypt to suffer from widespread electricity black-

outs.

Notably, both the electricity and gas crises were a result 

of a combination of factors such as mounting energy 

needs driven by the population growth, development of 

energy-intensive industries (i.e. cement, steel and fertiliser 

production), a generous subsidy system for energy prod-

ucts, fiscal imperatives of the state, and underinvestment 

in energy infrastructure (UNEP, 2017). The generous ener-

gy subsidy system paved the way for unnecessary energy 

consumption. Figure 5 illustrates the subsidies that the 

Egyptian administration spends on energy products as a 

percentage of total government expenditure in the years 

between 2013 and 2018. The Figure illustrates that the 

subsidies available for energy products for the years 2013, 

2014 and 2015 account for a significant share of the total 

government budget. In the year 2016, however, Figure 5 

also highlights that there is a sharp fall in subsidies avail-

able for energy products, and a large increase in spend-

ing on investment expenditure. This is the year that the 

Egyptian regime signed the three-year extended funding 

programme worth US$12 billion with the IMF. It was part 

of the condition that the programme demanded from the 

Egyptian government to cut spending on energy subsi-

dies and increase investment expenditure.

The drastic change during in this period was related to 

both substantial fluctuation in energy prices, which lim-

ited the funds available from the Gulf countries, as well 
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as the IMF programme which imposed strict austerity 

measures and control over energy subsidies. The regime 

subsequently reduced subsidies for energy consumption 

and allowed the price of energy products to rise as part of 

the five-year strategic energy plan. However, it could not 

moderate the impact of subsidy removals on the price of 

electricity. Figure 6 illustrates the average increase in elec-

tricity prices during this period. According to the data, the 

prices increased by an average of 24% in 2015, 30% in 2016, 

40% in 2017, 26% in 2018 and 14.9% in 2019. 

While the price of electricity was increasing in the country, 

the total capacity of Egypt’s power sector between June 

2013 and June 2018 increased by 80% to 55.5 GW (Butter, 

2019). Such a swift surge in electricity production result-

ed mainly from the ambitious mega power plant project, 

worth €6 billion Euros, which was signed on June 3, 2015, 

between the representative of the Egyptian government, 

Orascom Construction and Elsewedy Electric, and Ger-

many’s Siemens AG in Berlin (Siemens AG, 2018; Prodhan, 

2015). The project consisted of the construction of three 

huge power stations located at Beni Suef, Burullus and 

the new administrative capital. On July 24, 2018, the con-

sortium, which represents Siemens and its local partners 

announced the completion of the Egypt Megaproject in 

the record time of 27.5 months (Siemens Press Release, 

2018). The power production from these plants added a to-

tal of 14.4 gigawatts (GW) of power generation capacity to 

Egypt's national grid, an increase equivalent to 45% power 

generating capacity in Egypt as of the year 2015 (Siemens 

Press Release, 2018). Figure 7 demonstrates the projection 

for power generation in Egypt for the years between 2014 

and 2030. The figure also projects an annual 4.4% raise and 

expects total power generation to almost double from 177 

to 351 terawatt-hours (TWh/a) by 2030.

Based on this backdrop, it was the gas shortage which left 

the Arab world’s most populous country to struggle with 

blackouts when electricity demand exceeded the capaci-

ty of its mainly gas-fuelled power stations. Figure 8 shows 

that after the peak of the energy crisis in 2014, Egypt be-

gan importing liquefied natural gas (LNG). The Figure illus-
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trates the decline of natural gas production for the years 

between Egyptian uprising in 2011 and the energy crisis 

of 2014, and its surge again in 2015, with the discovery 

of new gas fields such as Zohr, the largest gas field in the 

Eastern Mediterranean. Despite the discoveries, various 

measures and reforms that the regime has taken, Egypt 

today continues to struggle with both direct and indirect 

consequences of the 2014 energy crisis. The country 

needs to overcome the political polarisation in bureau-

cracy, attract the interest of large private funds without 

significant political compromises, and free itself from the 

policy influence of crony capitalism in order to guaran-

tee sustainable and accessible energy supply across the 

country. Discovery of vast natural gas reserves in recent 

years has given a strategic opportunity to Egyptian au-

thorities to resolve the energy crisis and transform the 

country from the status of the importer to a net export-

er. It is, therefore, essential to investigate the critical role 

that these recent discoveries are having on Egypt’s ener-

gy future. The next section will look at the impact of Zohr 

gas field’s discovery for Egypt’s energy needs.
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Rebooting Egypt’s Energy 
Production: The Discovery of the 
Zohr Gas Field 
For over two decades, Mubarak’s regime encouraged 

households, businesses and the industrial sector to use 

natural gas over petroleum products for energy pro-

duction. Natural gas consumption, as a result, increased 

by an annual average of 7%, leading that around 80% of 

Egypt’s energy needs to be fuelled by natural gas today 

(Hegazy, 2015). The electricity sector notably became the 

largest consumer of natural gas in Egypt, and it currently 

accounts for 61% of total consumption while other sectors, 

such as industry, households, and others, get 39% (“Eni to 

Start Gas Production,” 2020). After the fiscal year of 2010, 

according to Meier et al. (2014), the share of natural gas 

in energy production peaked to a level that Egypt’s gas 

reserves and production capacities could only to accom-

modate domestic consumption. This trend started to re-

verse with the discovery of vast natural gas reserves in the 
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deep-water of the Mediterranean Sea after the Egyptian 

government began to repay foreign energy companies 

operating in the country and encouraging offshore drill-

ing and investment to advance Egypt’s current energy 

infrastructure. 

Egypt’s power production subsequently increased and 

begin catching up with the soaring demand. Figure 9 il-

lustrates the rate of growth for Egypt’s electricity produc-

tion capacity for the years from 2001 to 2017. The data 

indicates that while production capacity tripled over this 

period, the most substantial production increase took 

place after the 2014 energy crisis. Figure 7 also confirms 

this trend as it indicates that the new gas production, 

starting from the year 2015, has expanded from 0.3 bcm 

to 39.4 bcm. The Egyptian Natural Gas Holding (EGAS) 

stated that some of 58% of the total gas production is cur-

rently obtained from deepwater fields in the Eastern Med-

iterranean, and around one-third of Egypt's 6.5bn ft3/d 

output alone drilled from the Zohr gas field (Saba et al. 

2020; Butt, 2019). Accordingly, Figure 10 shows the share 

of different concession areas where natural gas is extract-

ed in Egypt. The graph illustrates that apart from Egypt’s 

Mediterranean shores, natural gas is drilled in three other 

areas: the Nile Delta, the Western Desert, and the Gulf of 

Suez and Sinai peninsula with respective shares of 20%, 

20%, and 2% (Adel, 2020).

The discoveries of large reserves of natural gas fields close 

to Israel and Cyprus in the Eastern Mediterranean has in-

tensified the exploration activities in this region. Particu-

larly, discoveries of natural gas fields such as 'Tamar' and 

'Leviathan' by Israel, and 'Aphrodite' by the Greek Cyprus 

administration has created an ensuing hype that has in-

creased exploration activities among the countries shar-

ing shores in the Levantine Basin. These discoveries were 

also touted to be a development that might have a positive 

impact on regional politics by nurturing economic and 

political stability through cooperation in the region on gas 

development and exports (Mills, 2020). However, the op-

posite has been the case due to a number of reasons, such 

as disagreements related to maritime boundaries known 

as Exclusive Economic Zones (EEZ), the downward 

revision on the size of the discovered reserves and 

increased the competition between region's disput-

ed countries.

Accordingly, while the recent discovery of off-shore 

gas fields such as Zohr revitalised these expec-

tations, it has so far not shown a sign of resolving 

existing conflicts. Instead, Tapia (2019) contented in 

his study that recent discoveries have further inten-

sified existing political and military conflicts. Tapia 

(2019) stressed that disputes over the distribution of 

the recently discovered natural resources has had 

an impact on the geopolitical balance of power in 

the region. It has introduced new dynamics into 

the already complicated power relations and trans-

formed the eastern basin of the Mediterranean to 

a zone where different political forces compete for 

greater regional influence. The next section will 

look at the Zohr gas field’s ownership structure, the 

current production levels, as well as uncertainties 

that define the sustainability of geopolitical risks 

mostly related to downstream operations.

The Gulf of 
Suez and Sinai

%2
Western Sahara

%20

Nile Delta

%58

Deep-Water 
Reservoirs 
in Eastern 

Mediterranean
%20

Figure 10– Source: Adel, 2020   
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Navigating Egypt’s Gas Export 
Infrastructure: Ownership, 
Extraction and Production 
The Italian energy giant ENI’s discovery of the Zohr 

gas field shifted the balance of power in the region and 

brought a new set of geopolitical dynamics. It is, therefore, 

important to discuss the operations of the key forces, par-

ticularly multinational energy companies, to understand 

the changing landscape. There are currently three Eu-

ropean energy giants involved in the region with signifi-

cant investments and extensive operations: ENI, BP and 

Total. Italy’s state-controlled oil and gas company, ENI, 

is the company with the largest stake in the region’s en-

ergy markets and is especially strong in Egypt where it 

currently operates the Zohr field and several others. ENI 

has been operating in Egypt since the Free Officers Rev-

olution in 1952. The company established close relations 

with Gamal Abdel Nasser, and subsequently purchased 

full ownership of the International Egyptian Oil Compa-

ny (IEOC) in 1961. The Italian company is now among the 

world’s biggest oil firms and the largest foreign oil and gas 

producer in Africa. Egyptian gas reserves have become 

particularly important for the company since the largest 

gas reserves in the Mediterranean, some 75.5 trillion cubic 

feet, were discovered within Egypt’s maritime boundaries 

(Bowlus, 2020). 

Following a competitive international bid round on Janu-

ary 2014, the Egyptian General Petroleum (EGPC) and the 

Egyptian Natural Gas Holding Company (EGAS) granted 

ENI’s fully owned subsidiary in Egypt, International Egyp-

tian Oil Company (IEOC) with an exclusive exploration li-

cense for Shorouk zone which is part of Egypt’s continen-

tal shelf (ENI Press Release, 2015). Immediately upon the 

first production in December 2017, ENI sold a total of 40% 

of its stake in the Shorouk concession to British Petroleum 

(10%) and Rosneft (30%) for US$ 375 million and US$ 1.1 

billion, respectively (“Zohr Gas Field,” n.d.). In June 2018, 

Mubadala Petroleum, a subsidiary of Abu Dhabi-based 

Mubadala Investment Company purchased another 10% 

stake from ENI for US$ 934 million (Politi, 2018). The Petro-

Shorouk consortium now holds contractor’s share of 50% 

for ENI’s subsidiary IEOC and shares of Rosneft, British 

Petroleum and Mubadala of 30%, 10%, 10%, respectively.

While some argued that ENI’s decision to sell 50% of its 

shares from the Zohr gas field was driven by the com-

pany’s intention to diversify the heavy geopolitical and 

economic risks in the region, others suggested that it is 

based on ENI’s ‘dual exploration’ strategy, which is to sup-

port both project developments and dividend payments 

by raising cash (Politi, 2019; Jewkes & Za, 2016). In his 

study, Karbuz (2018) illustrated some of the challenges for 

energy companies operating in the Eastern Mediterrane-

an as enormous technical, commercial, administrative, 

security, legal and political issues. As is the case with the 

country-level analysis, the geopolitical risks and econom-

ic implications which are mostly related to downstream 

operations in the region of Eastern Mediterranean make 

it difficult for energy companies to operate alone. For this 

reason, the energy giant ENI did not have much choice 

but to sell a major stake to other notable energy compa-

nies to distribute the cost of production and risks. The be-

low Figure 11 illustrates the oil and gas fields and pipelines 

that ENI operates in Egypt’s Nile delta.

On behalf of the PetroShorouk consortium, the gas field 

is operated by Belayim Petroleum Company (Petrobel), a 

50:50 joint venture set up between ENI and the Egyptian 

General Petroleum Corporation (EGPC) (“Zohr Gas Field,” 

n.d.). As part of the Petrobel field development plan, over 

200 wells will be drilled within the production life of the 

Zohr field (“Zohr Gas”, n.d.). The total number of wells in 

production, hitherto, is 14, and the total investment for the 

development of the project is US$ 10.6 billion (MENAFN, 

2019). At the end of 2019, a total of 2.7 billion cubic feet per 

day (bcf/d) was being produced. This figure is expected 

to increase by 300 million cubic feet per day and make a 

total of 3 bcf/d in 2020 (ENI Press Release, 2019; Mubash-
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er, 2020). The rapid rise in the production of gas can be 

attributed to the completion of the second 216km 30-inch 

pipeline connecting the offshore subsea production facil-

ities to the onshore treatment plant just west of Port Said 

and eight new land-based treatment units and the sys-

tems (“Eni,” 2019). 

Multiple offshore contractors have been assigned to opti-

mise and ramp up the production from the Zohr gas field 

in varies phases. For instance, Saipem, a subsidiary of ENI, 

was awarded contracts worth over a total of €2.7 billion 

Euros for engineering, procurement, construction, and 

installation (EPCI) activities in relation to the ‘Optimised 

Ramp Up’ and ‘Ramp Up to Plateau’ phases of the Zohr 

field development project from 2016 to 2020 (Saipem 

Press Release, 2016; Saipem Press Release, 2018). The con-

tracts also included other gas field services such as the in-

stallation of subsea pipelines, umbilicals, risers, flowlines 

and deployment of Saipem’s ultra-deepwater pipelaying 

vessel Castorone and other specialised vessels (Birkett, 

2016). Other onshore and offshore companies that are 

part of various production and operations management 

services for the Zohr gas field include: Petroleum Marine 

Services (PMS); UTEC, a subsidiary of Acteon; OneSubsea, 

a subsidiary of Schlumberger; Baker Hughes, a subsidiary 

of GE; Petrojet; Siemens; Kinetics Technology, a subsidi-

ary of Maire Tecnimont; Frames Separation Technologies; 

Giza Systems (“Zohr Gas Field,” n.d.).

Moreover, there are two liquefied natural gas (LNG) plants, 

one in Idku and another in Damietta. These plants have 

been idle or running at less than their potential capacity 

for years. Idku plant is operated by Egyptian LNG, a joint 

venture between the state-owned EGPC (12%) and EGAS 

(12%), as well as Royal Dutch Shell (35.5%), Petronas (35.5%) 

and Gaz de France (5%). Currently, two out of six LNG 

trains with a total capacity of 7.2 million tonnes are opera-

tional, and EGAS’s annual report stated that Egypt export-

Figure 11– Source: TRT World Research Centre
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ed the equivalent of 172.8 billion cubic feet (bcf) of LNG 

from this plant in the fiscal year of 2018/19 ending in June 

(Saba et al., 2020; “Egypt exports,” 2019). While Idku is not 

the only LNG plant in Egypt, it is the only one in operation. 

The operations of another LNG plant in Damietta has 

been put on hold since February 2013 due to the dispute 

between Egyptian authorities and Italian-Spanish compa-

ny Union Fenosa Gas (UFG), which has a majority stake in 

the plant (Saba et al., 2020). According to Day & Vukmano-

vic (2013), the plant is being forced to be kept idle due to 

a lack of feed gas. Their report stressed that Egyptian au-

thorities had no choice but to divert export supplies to its 

domestic market when it experienced severe pressure on 

its energy resources due to ever-increasing energy con-

sumption. As highlighted in the previous sections, the 

past misguided energy policies led to fuel shortages and 

power cuts after the popular uprising in 2011. Neverthe-

less, Ellians et al. (2016) stressed that Egypt, in contrast to 

Israel and Cyprus, has greater potential to become a phys-

ical trading hub. They underlined that the country has an 

advance gas-exporting infrastructure in place, capable of 

liquefying and exporting 19 bcm/year from Damietta and 

Idku plants. 

Despite the challenges, it was recently announced that 

plant stakeholders reached an agreement to solve the 

seven year old dispute. On February 21, 2020, a series of 

agreements were signed between Egypt, EGPC, EGAS, 

ENI and the Spanish company Naturgy (“Eni Reaches 

Agreement,” 2020). The Spanish Egyptian Gas Company 

(SEGAS) operates the Damietta liquefaction plant. Unión 

Fenosa Gas, a 50:50 joint venture between Naturgy and 

ENI, controls 80% of the SEGAS’s shares and other minor 

shareholders EGAS and EGPC have 10% shares each (“Eni 

Reaches Agreement,” 2020). According to the new agree-

ment, the plant will restart its operations in Egypt by June 

2020. One estimation suggested that the plant will be ca-

pable of producing 7.56 billion cubic meters of LNG per 

year (“Eni signs agreements,” 2020). Egyptian authorities 

hope that with the increasing production from the Zohr 

gas field, both LNG plants can reach their full produc-

tion capacity and assist Egypt to become a hub for ener-

gy trading between the Middle East, Africa and Europe. 

The next section will study the politics of natural gas in 

the Eastern Mediterranean after the large discoveries of 

natural gas fields such as Zohr, Leviathan, and Aphrodite 

by Egypt, Israel and Cyprus, respectively. It will analyse 

and provide insight into the emerging geopolitical rival-

ry, options for cooperation mechanism to export gas from 

these newly discovered reserves and evaluate factors that 

would likely to affect the feasibility of export production.

Intensified Rivalry: The Perennial 
Politics of Natural Gas in the Eastern 
Mediterranean 
The region is currently divided into two major blocks: 

Greece, Cyprus, Israel, and Egypt, as well as key energy 

companies from Italy, France and the United Arab Emir-

ates as one group, and Turkey as the country with the 

longest shorelines to the Eastern Mediterranean basin, the 

UN-recognised Government of National Accord (GNA) in 

Libya, the Turkish Republic of Northern Cyprus (TRNC), 

Qatar and other energy companies operating in the re-

gion constituting the other group. The first grouping later 

formed the Eastern Mediterranean Gas Forum (EMGF) in 

Cairo in January 2019, which also included Italy, Jordan, 

and Palestine, but excluded Turkey (Aydintasbas et al., 

2020). The leading energy companies operating in the 

region names are as follows Italy's ENI energy company, 

France's Total, U.S.-based ExxonMobil and Noble Energy, 

Turkish Petroleum Corporation (TPAO), South Korea’s Ko-

gas, Qatar Petroleum, British Gas (BG) of the U.K. and Isra-

el's Delek Drilling and Avner Oil (Alhas, 2019). Italy’s ENI 

is the energy company which has had the drilling rights 

over the most of Egypt’s maritime boundaries and made 
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Figure 12: Offshore Natural Gas Discoveries 
in the Eastern Mediterranean

Source: Official Websites of Delek Group (2020); Eni (2020); Noble Energy; Exxon (2020)

Country Discovery 
Date Field Name Estimated 

Reserves (bcm) Production Status

Cyprus

2011 Aphrodite 140 Under Development

2019 Glaucus-1 142-227 Further Evaluation Needed

2018 Calypso-1 170-230 Further Evaluation Needed

Israel

1999 Noa 1.2 Negligible Production

2000 Mari-B 30 Negligible Production

2009 Tamar 317 In Production

2010 Leviathan 605 In Production (December 2019)

2012 Tanin 34 Under Development (Expected in 2021)

2013 Karish 50 Under Development (Expected in 2021)

Egypt

2015 Zohr 850 In Production

2015 West 
Nile Delta 50 In production (Giza and Fayoum fields, 

Raven field is expected)

2015 Atoll 15 In Production (February 2018)

2015 Nooros 20 In Production

2016 Baltim 
South West 10 In Production (September 2019)

2019 Nour Not Proven Further Evaluation Needed

the game-changing discovery at its Zohr prospect in the 

deep waters of Egypt. On August 30, 2015, the company 

announced that it discovered a supergiant gas field with 

a potential of 30 trillion cubic feet (tcf) of lean gas, equiv-

alent to 5.5 billion barrels of oil, in the Egyptian econom-

ic zone in the Mediterranean, in 4,757 feet of water depth 

(1,450 metres) in the Shorouk Block (ENI Press Release, 

2015).

Figure 12 illustrates the estimated offshore natural gas re-

serves discovered over two decades in the Eastern Medi-

terranean. The notable size of the discovered reserves in 

Zohr marked a new phase of exploration by all countries 

with coastlines in the Eastern Mediterranean, leading to 

further discoveries and paving the way for a new politi-

cal and economic alliances in the region. For instance, 

the proximity of Zohr to other fields licensed by Israel and 

Cyprus, as indicated in Figure 11, fostered even closer re-

lationships between these countries. Since then, several 

cooperation agreements, such as the Exclusive Economic 

Zone (EEZ) signed between Israel, Egypt, Cyprus, Greece 

as well as France and Italy, were signed intending to utilise 

the region’s resources more effectively. Tagliapietra (2019) 

argued that these agreements do not just advance the re-

gional gas-export infrastructure to make the region more 

competitive in the world energy markets, they also form 

the basis for the ever-closer political, economic and mili-

tary relations within the region. 

There is an almost complete agreement among analysts 

that the best possible way to achieve the required eco-

nomic of scale in natural gas production from the region’s 

reserves is to form joint exploration, production and 

gas-export infrastructure in cooperation (Baconi, 2017; 
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Figure 13– Source: Tekmor Cyprus, Tekmor LLC 

Ellians et al., 2016). Without such a regional approach, 

according to Baconi (2017), except for Egypt after the dis-

covery of giant Zohr gas field with a reserve of 30 trillion 

cubic feet within the Shorouk concession, the cost of nat-

ural gas production from Israel and Cyprus is unlikely to 

be competitive beyond their local markets. There are two 

options which can competitively qualify the region’s gas 

production in world energy markets. 

The first option is to build a pipeline that connects Isra-

el and Cyprus through Greece to southern Europe and 

beyond. This project is called the Eastern Mediterranean 

Natural Gas Pipeline (EastMed pipeline). After years of a 

technical and commercial feasibility studies to, on Janu-

ary 2, 2020, the governments of Greece, Israel and Cyprus 

signed an agreement to construct a pipeline stretching 

almost 1,900 kilometres (1,181 miles) from Israeli and Cyp-

riot gas fields in the Eastern Mediterranean to Italy via 

Greece (Psaropoulos, 2020). However, this agreement is 

not more than a statement of political will and the con-

struction consortium, led by the Public Gas Corporation 

of Greece (DEPA) and Italy's Edison, have yet to find fund-

ing for the estimated €6 billion Euros cost (US$ 6.7 billion) 

and resolve disagreements over maritime boundaries 

with Turkey and Libya. The impact of the global econom-

ic downturn induced by the Covid-19 pandemic and the 

fall in energy prices would make this option unfeasible at 

least in short and medium run. 

The second option is the so-called ‘Egypt option’. In the 

short term, the ‘Egypt option’ is considered to be the most 

commercially viable choice in terms of efficiency of pro-

duction and price competitiveness (Henderson, 2014). 

This option involves the creation or upgrade of a network 

of pipelines into Egypt from Israeli and Cypriot gas fields 

for re-export from Egypt’s existing LNG facilities (Baconi, 

2017). As discussed in the previous section Egypt, in con-

trast to Israel and Cyprus, already has export pipelines in 

place to Jordan and Israel and, more importantly, a large-

scale LNG export infrastructure in the Idku and Damietta 

plants, located on its northern coastline, with a total ca-

pacity of 19 billion cubic metres (bcm) per year (Taglia-

pietra, 2019). While these plants sat idle for several years 

when Egyptian authorities had no choice but to redirect 

exports towards domestic markets to satisfy the growing 

demand and take control of the ongoing energy crisis, 
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the discovery of large reserves in the Zohr field has given 

these terminals new life (Vukmanovic & Bousso, 2014). 

While until today the LNG export facility in Damietta kept 

idle due to lawsuit filed by Spain's Union Fenosa Gas (UFG) 

against Egyptian government in 2014, the Idku plant re-

sumed operations when the first production of natural gas 

began from Zohr in 2017. Furthermore, the regime’s efforts 

to enhance energy supply from other resources has yield-

ed some results (Tapia, 2019). The liberalisation of the 

Egypt’s gas transmission and distribution grid through 

the implementation of the Gas Market Law No 196 of 2017 

(the Gas Law) has also provided the legal framework to 

boost efficiency in the Egyptian energy market (Keenan & 

Vinter, 2019). The new Gas Law increased Egypt’s chance 

of becoming a regional gas trading and export hub by en-

abling private firms to make use of Egypt’s state-owned 

gas transmission and distribution infrastructure (Gasco) 

and to take part in gas trading activities (Stevenson, 2019). 

Although, the application of the second option presents 

more feasible policies, which have the potential to turn 

Egypt into an energy hub for the Eastern Mediterranean, 

there are still pressing challenges that the country needs 

to overcome. 

Four factors are affecting the production from these re-

serves and plants: 1) a deteriorating economic situation 

and political instability, 2) ongoing conflicts and civil 

wars in the region, 3) security and legal challenges, and 

4) the high cost associated with downstream operations. 

These implications manifest themselves in disputes over 

the demarcation of maritime zones (i.e. the Exclusive Eco-

nomic Zones) and with issues related to continental shelf 

sovereign rights (Iseri & Bartan, 2019). For instance, the 

recently signed a maritime border demarcation agree-

ment between Greece and Egypt added a new dimension 

to the geopolitical rivalry in the eastern Mediterranean 

(Mourad et al., 2020). The agreement further escalated the 

existing tension between NATO allies Greece and Turkey. 

In response, both countries have mobilised naval forces 

in preparation for a potential confrontation (Kouparanis, 

2020). According to Yavuz (2020), the Greece-Egypt mar-

itime deal reflects a one-sided partnership and disregards 

the legal and geopolitical realities in the region. Yavuz 

(2020) argued that “instead of seeking a mutual resolu-

tion including all stakeholders”, the bilateral agreement 

between two countries is “a clear example of a noncon-

structive geopolitical unilateralism fuelling tension in the 

region.” 

Ankara considers the agreement to be ‘null and void’, add-

ing that the deal disregards the Turkish continental shelf 

as declared to the United Nations (Press Release No: 165, 

2020). Moreover, Turkish Foreign Minister Mevlut Cavu-

soglu asserted in an exclusive interview with Anadolu 

Agency that while the text and map of this agreement had 

yet to be revealed, “it's obvious by the given coordinates 

that the deal not only violates the rights and continental 

shelf of Turkey but also of Libya" (Demirci, 2020). Based 

on anonymous Greek source, Kouparanis (2020) from 

Deutsche Welle reported the possible map in the below fig-

ure 14. The map clearly shows that the agreement breach-

es the maritime rights of Turkey, the Turkish Republic of 

Northern Cyprus (TRNC) and Libya. After announcing its 

opposition to the agreement between Greece and Egypt, 

on August 10 Turkey issued a NavTex (NAVigational TEl-

eX) in the Eastern Mediterranean for a seismic survey 

(“Turkey issues Navtex”, 2020). The naval alert covered an 

area between Cyprus and Crete, and Oruc Reis, Ataman, 

EEZ Agreements 
in the Eastern Mediterraneean

Figure 14– Source: Kouparanis, 2020
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and Cengiz Han were identified as the vessels that would 

carry out the drilling survey through August 10-23. The 

recent maritime delimitation agreement between Egypt 

and Greece signed has infused the current conflict with 

a new dynamic. 

When these challenges are considered, the discovery of 

the Zohr gas field represents only one side of the coin; the 

other side implicates the operational feasibility of produc-

tion from these reserves and its accessibility for both do-

mestic and international markets. Egypt’s improving ener-

gy outlook notwithstanding, natural gas production from 

deep-water fields in the Eastern Mediterranean along with 

a more constructive foreign policy approach would have 

a significant role in releasing Egypt’s geopolitical poten-

tial, as well as improving its economic standing in the re-

gion and beyond. Egypt, as the region’s most populated 

country with a booming demand for energy, is heavily 

dependent on sustainable energy supply from these re-

serves. Increasing military tension and the possibility of a 

geopolitical deadlock in the Eastern Mediterranean have 

the potential to have a significant impact on Egypt’s polit-

ical and economic outlook. 

Conclusion: Egypt’s Uncertain 
Future in the Eastern Mediterranean 
The impact of the Covid-19 pandemic and the crash in 

energy prices have further exacerbated Egypt’s daunting 

challenges in energy markets and increased uncertainty. 

Natural gas prices hit a record low during the first half of 

the year as the coronavirus pandemic reduced global en-

ergy demand. According to a recent EIA forecast, natural 

gas prices will remain low in the coming months, averag-

ing US$ 2.05 per million British thermal units in the sec-

ond half of the year (Takashashi, 2020). As a result of both 

low LNG prices and demand, Egypt’s choices have been 

limited, and the country has been forced to take various 

drastic measures. Production from Egypt’s only opera-

tional LNG plant at Idku has been halted since mid-March 

2020 and plans to begin production from the Damietta 

plant have been pushed back (Stevenson, 2020). Low 

prices and financial instability in the post-Covid-19 era 

will most likely delay the East Med pipeline project for 

a very long time. While this situation increased Egypt’s 

chance of becoming the most viable option for the export 

of Eastern Mediterranean gas, the country still needs to 

overcome significant fiscal problems, which have been 

further aggravated by the economic crisis induced by the 

Covid-19 pandemic. 

There are multiple signs regarding the future direction of 

Egypt’s economy. On May 11, the IMF approved the most 

significant emergency funding to an amount of US$ 2.772 

billion under the Rapid Financing Instrument (RFI) for 

Egypt. On June 26, the IMF approved another 12-month 

Stand-by Arrangement (SBA), worth a total of US$ 5.2 bil-

lion to address economic needs arising from the Covid-19 

crisis at both the micro and macro levels. The country 

has already been part of a three-year extended funding 

programme worth US$ 12 billion, and the new emergency 

funding is the most apparent sign that the economy is still 

lagging. Without the implementation of effective econom-

ic recovery policies, the pandemic induced economic fall-

out will likely force Egypt into a prolonged recession, de-

stroying livelihoods, generating conditions of economic 

deprivation, and exposing communities to security risks 

and violent conflict. Under these conditions, coupled with 

the looming crisis in energy markets, Egypt’s already frag-

ile economy might find itself caught up in a vicious cycle 

of economic malaise and prolong uncertainty. 

The Covid-19 pandemic has also cast doubt on the future 

of regional cooperation. Founded a few months before the 
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onset of the global pandemic and historic crash of energy 

prices, the realisation of the East Mediterranean Gas Fo-

rum (EMGF), dubbed the OPEC of Mediterranean gas, is 

becoming far from a mechanism of cooperation for eco-

nomic partnership, peace, and stability. The members of 

the UAE-backed forum including Egypt, Cyprus, Greece, 

Israel, Italy, Palestine and Jordan. France has applied 

for membership to the forum, while the United States is 

seeking observer status. The Cairo-based grouping does 

not, however, recognise the maritime borders and lawful 

rights of the Turkish Republic of Northern Cyprus, Libya 

and Turkey, the region’s most economically and militarily 

significant countries. The recently signed maritime delim-

itation agreement between Greece and Egypt further in-

tensified the tension in the region. Turkey, as the country 

with the longest shoreline in the Eastern Mediterranean 

basin, does not recognise this agreement and strongly 

rejected it as ‘null and void’ for disregarding the Turkish 

continental shelf as declared to the United Nations. In 

this context, a dispute is simmering between members 

of the forum and Turkey over maritime boundaries in the 

region. Turkey has also signed a maritime border demar-

cation agreement with the Tripoli-based and United Na-

tion’s backed Libyan Government of National Accord. The 

agreement is representative of the geopolitical influence 

that Turkey has in the Eastern Mediterranean. 

The discovery of gas reserves in the Eastern Mediterrane-

an was initially seen as a catalyst for peace. Thus, it has 

paved the way for several international meetings, more 

comprehensive economic cooperation initiatives, and 

enhanced trading activities between countries that have 

had political and military rivalries and animosities with 

each other for years. The Zohr gas field, the largest gas re-

serve ever found in the Mediterranean, has placed Egypt 

at the centre of the ongoing affair. With sprawling gas pro-

cessing facilities, the country has a chance of becoming 

a hub for gas wells in the region. However, it is equally at 

risk of getting involved in geopolitical conflicts that has no 

benefit to the country. Egypt still needs to overcome years 

of political and economic instability, which have held it 

back from realising its true potential. 

The country under the al-Sisi’s regime has lost its signif-

icance as a regional power and it seems that its foreign 

policy direction is heavily influenced by Israel, Cyprus 

and the Gulf countries that have vested geopolitical in-

terest and ambitions in the region. To deal with geopolit-

ical risks, Egypt needs to widen its foreign policy options 

and develop resistance tools to limit the potential reper-

cussions from regional and internal instability. Follow-

ing the Zohr gas field discovery, Egypt’s energy industry 

experienced a surge in gas reserves, production as well 

as foreign direct investment. While these developments 

currently seem to be enough to secure energy production 

and supply for Egypt, more than five years after the Zohr 

field discovery, the country’s energy deficit and imports 

have yet to be resolved and, remain to be a burden for 

country’s fiscal balance.
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