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Executive Summary 
 
This paper challenges the idea that LNG is becoming a geopolitical tool comparable to oil. 
The 2022 energy crisis led many to frame LNG as a flexible source of political leverage, but 
that interpretation overlooks how differently LNG markets actually function. While LNG has 
become more globally traded, it does not provide the same kind of short-term, state-driven 
influence that oil has historically enabled. 
 
The key limitation comes from market structure. Oil is highly fungible and can be redirected 
relatively quickly across a global network of buyers, which allows for more immediate 
responses to geopolitical events. LNG, by contrast, depends on specialized infrastructure at 
every stage, from liquefaction to transport to regasification. These constraints make the 
system more rigid and limit how quickly supply can be adjusted. At the same time, LNG 
trade is largely governed by private contracts and commercial incentives, which reduces 
the degree of direct government control over flows. 
 
The U.S. response during the Russia–Ukraine crisis illustrates this dynamic. LNG exports to 
Europe increased significantly, but this shift was driven primarily by price signals rather 
than coordinated government action. If market conditions had been different, those same 
cargoes could have gone elsewhere, highlighting the limits of LNG as a tool for deliberate 
geopolitical intervention. 
 
More broadly, LNG tends to create long-term relationships rather than short-term leverage. 
The industry relies on large upfront investment and multi-decade contracts, which tie 
buyers and sellers together and make sudden disruptions costly. As a result, LNG’s 
geopolitical role is less about immediate coercion and more about shaping long-term 
patterns of interdependence and alignment. 
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I. Introduction: Beyond the New Oil Narrative 
 
The 2022 energy crisis following Russia’s invasion of Ukraine appeared to mark a turning 
point in energy geopolitics, one in which Liquefied Natural Gas, or LNG, was increasingly 
viewed as a potential replacement for oil as a leading source of geopolitical influence 
(International Energy Agency [IEA],  2023). As European states moved to substitute Russian 
pipeline gas with seaborne LNG cargoes, many analysts suggested that natural gas was 
evolving from a regionally constrained commodity into a more flexible and globally traded 
instrument of statecraft (Centre for Economic Policy Research [CEPR], 2024). Under this 
interpretation, LNG was presented as the new oil, capable of providing exporters with a 
level of rapid and coercive geopolitical leverage historically associated with oil markets. 
 
However, this comparison overlooks important structural differences between oil and 
natural gas markets. Although both fuels are central to national security, oil markets are 
more fungible and easier to redirect, which gives states greater scope to intervene (Strauss 
Center for International Security and Law, n.d.-a). LNG systems, in contrast, are shaped by 
long lived infrastructure and capital-intensive supply chains that develop over multi decade 
time horizons (Australian Petroleum Production & Exploration Association [APPEA], 2020). 
As a result, the geopolitical influence associated with LNG is less about the ability to disrupt 
supply quickly for political gain and more about the gradual creation of durable patterns of 
interdependence. 
 
This analysis argues that LNG lacks the speed of response and degree of direct sovereign 
control required to function as a short-term coercive instrument in the manner historically 
associated with oil diplomacy. Rather than providing governments with a flexible tool for 
crisis leverage, LNG trade is embedded in long term interdependence shaped by capital 
intensive infrastructure. The physical and financial rigidity of the LNG value chain, 
particularly the dependence on specialized liquefaction facilities and regasification facilities, 
limits the ability of states to rapidly manipulate flows for political purposes (Snijder, 2008). 
Although oil pipelines also represent fixed infrastructure, oil markets retain greater 
flexibility because crude can be transported through multiple channels and redirected 
across a wide network of global ports (Strauss Center for International Security and Law, 
n.d.-b).  
 
By examining how U.S. LNG flows function within contractual and infrastructure 
constraints, this paper shows that LNG is not a direct analogue to oil as a tool of 
geopolitical coercion. Rather than offering immediate leverage, LNG shapes influence over 
time through structural alignment embedded in long-term agreements and physical 
infrastructure (Economic Research Institute for ASEAN and East Asia [ERIA], 2016). 
 
II. Energy Market Structure and Historical Context 
 

Oil and liquefied natural gas differ not only in physical characteristics but also in the way 
their markets developed over time. Oil remains the most widely traded energy commodity 
and has occupied a central role in industrial economies for more than a century, 
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particularly in transportation where it is consumed directly as gasoline, diesel, and jet fuel 
(U.S. Energy Information Administration [EIA], 2023). This long commercial expansion 
produced a deeply integrated global market supported by extensive shipping networks and 
highly liquid trading systems that connect producers and consumers across regions (Port 
Economics, Management and Policy, 2026). Over time, this integration increased 
substitutability among suppliers and made it easier to redirect trade flows during 
disruptions. Also, because oil is consumed directly in transportation, price movements pass 
quickly through retail fuel markets which makes supply disruptions immediately visible and 
politically consequential (Venditti & Veronese, 2020). 
 
Natural gas followed a different trajectory. For much of the twentieth century, gas trade 
remained largely regional because it depended on fixed pipeline systems (Yarlagadda et al., 
2024). The development of liquefaction technology eventually made seaborne transport 
possible, but unlike oil, natural gas depends on capital-intensive processing and dedicated 
infrastructure. These requirements slowed the pace of global diffusion compared with oil 
markets (Jensen, 2004). Over time, global LNG trade expanded gradually before 
accelerating in the past two decades, particularly as the surge in U.S. shale production 
increased available volumes and made large-scale exports economically viable (Gilbert & 
Sovacool, 2017). Although infrastructure has continued to expand and trading 
arrangements have become more flexible, high capital costs and long development 
timelines still limit the speed at which new capacity can enter the market (International 
Energy Agency [IEA], 2026). 
 
Other major energy sources occupy different positions within the global system. Coal 
remains significant in several regions but is traded through less integrated global markets 
than oil and plays a more limited role in short-term price signaling, in part because it is 
primarily used in power generation and is less directly exposed to consumer fuel markets 
(Liu & Geman, 2017). Separately, renewable energy sources are expanding rapidly, 
however they are largely produced and consumed domestically, which constrains their role 
in cross-border leverage (International Renewable Energy Agency [IRENA], 2019). 
 
III. Theoretical Framework: Market Structure and Energy Coercion 

 
To understand why LNG does not replicate oil’s geopolitical influence, it is necessary to 
examine the physical and logistical characteristics of each fuel system. A useful analytical 
comparison contrasts the highly integrated global oil market with the infrastructure-bound 
nature of LNG trade. The global oil market operates as a deeply interconnected system. 
Because oil is a liquid at ambient temperatures and highly energy dense, it is among the 
most fungible commodities traded internationally (Long, 2002). Although refineries are 
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often optimized for specific crude types, such as light sweet or heavy sour grades, this 
technical constraint rarely undermines overall market fluidity. Oil can be blended to meet 
specifications, and a supplier that loses access to one buyer can usually find an alternative 
refinery among the many compatible facilities worldwide (Griffin, 2015). This fungibility 
supports rapid redirection of trade flows and enables more direct forms of state 
intervention (Strauss Center for International Security and Law, n.d.-a). 
 
LNG trade operates under a very different set of physical and logistical constraints. To 
transport natural gas across oceans, it must first be cooled to approximately minus 162 
degrees Celsius in large scale liquefaction facilities, stored in specialized cryogenic tanks, 
and delivered to specialized regasification terminals at the point of import (International 
Gas Union [IGU], 2025). LNG infrastructure is highly specific and geographically limited, and 
the supply chain functions as a tightly linked sequence in which each segment depends on 
the others. Unlike oil infrastructure, which is widely distributed and relatively adaptable, 
LNG facilities cannot be easily substituted or repurposed (Jensen, 2004). 
 
These characteristics create structural rigidity rather than short-term flexibility. LNG 
cargoes cannot be delivered to just any port but require access to regasification capacity 
that is limited and often scheduled in advance. If a major trade relationship is disrupted, 
exporters may struggle to redirect volumes quickly without encountering physical or 
contractual constraints (International Gas Union [IGU], 2025). Expanding LNG supply is also 
a slow process. New liquefaction capacity typically requires several years of planning, 
financing, and construction, making rapid production increases infeasible (International 
Energy Agency [IEA], 2026). As a result, LNG trade tends to generate long-term 
interdependence between specific exporters and importers rather than enabling rapid 
supply manipulation. The geopolitical influence associated with LNG therefore operates 
primarily through the creation of durable infrastructure linkages and long-term commercial 
commitments that shape state behavior over time (International Gas Union [IGU], 2012). 
This does not mean LNG lacks geopolitical significance, but that its influence operates 
primarily through long-term structural dependence rather than short-term supply 
manipulation. 
 
IV. Case Study 1: Market Dynamics and U.S. LNG Exports to Europe 

 
The surge of United States liquefied natural gas exports to Europe following Russia’s 2022 
invasion of Ukraine provides a useful test of whether LNG can function as a rapid 
instrument of geopolitical coercion. At first glance, the shift appeared to demonstrate that 
LNG could be mobilized quickly in response to crisis conditions and reduce Europe’s 
dependence on Russian pipeline gas. Yet this interpretation overstates the degree of direct 
state control involved. Although the outcome aligned with broader Western strategic 
interests, LNG exports operate within a privately organized and contract-driven system in 
which governments possess limited authority over the allocation of specific cargoes (Ryan, 
2023). Understanding this distinction requires separating the structural characteristics of 
LNG trade from the narrower policy tools available to the state. 
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In oil markets, the US President retains access to a direct emergency instrument through 
the Strategic Petroleum Reserve (Berman, 2023). During supply disruptions or geopolitical 
crises, the executive branch can authorize the release of substantial volumes of crude oil 
onto global markets to stabilize global markets and support allied energy security (Berman, 
2023). This authority provides a clear example of sovereign capacity to influence short-term 
supply conditions. In contrast, the LNG sector lacks a comparable federal instrument, as 
the United States has not established a strategic natural gas reserve analogous to the SPR 
and retains limited authority to direct the commercial destination of privately contracted 
cargoes once exports are authorized. 
 
The redirection of LNG shipments toward Europe during the crisis therefore reflected 
market incentives rather than sovereign allocation. As European gas prices rose well above 
Asian benchmarks, private firms had strong commercial reasons to deliver volumes to 
European terminals (U.S. Energy Information Administration [EIA], 2022). Had buyers 
elsewhere offered higher prices, those same cargoes would likely have moved in that 
direction, with little capacity for U.S. officials to override contractual arrangements. The 
episode illustrates a central constraint of LNG geopolitics in which even during acute crisis 
conditions, trade flows remain embedded in market incentives and long-term contractual 
structures that restrict rapid, state-directed supply manipulation. Policymakers have far 
fewer operational tools to redirect LNG supply than they do in oil markets. 
 
V. Case Study 2: Contracting Structures and Infrastructure Constraints in LNG Trade 

 
One common counterargument is that the expansion of U.S. LNG export capacity has 
contributed to the growth of short-term and spot LNG trade and increased market flexibility 
relative to traditional long-term contracting arrangements (Global LNG Hub, 2025). The 
growth of destination flexible volumes does increase commercial options for traders, but it 
does not remove the underlying physical constraint of regasification capacity (Snijder, 
2008). Although a larger share of LNG is now sold under contracts that allow cargoes to be 
redirected toward higher priced markets, this flexibility is often more financial than 
physical. Assessing the implications of greater trading flexibility therefore requires 
attention not only to contractual terms but also to the infrastructure needed to receive and 
process LNG at the destination. 
 
In oil markets, fungibility is high in part because the supporting infrastructure is widely 
available and relatively standardized (U.S. Department of Energy [DOE], 2017). An oil tanker 
can discharge its cargo at many deep-water ports, where crude can be stored in 
conventional tanks or transported onward through established logistics networks. In LNG 
trade, flexibility is constrained by the availability of regasification capacity. Even when a 
cargo is traded on a short-term basis, delivery is only possible if the buyer has secured 
access to a regasification terminal with available capacity. These facilities represent critical 
bottlenecks in the system. Unlike oil, which can be stored with limited processing, LNG 
must be handled through specialized equipment upon arrival. As a result, even in a market 
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with greater contractual flexibility, exporters remain physically dependent on a relatively 
small number of importing states that possess the infrastructure required to receive and 
process LNG. 
 
Beyond physical infrastructure constraints, long-term contracting remains central to the 
LNG market. Although spot and short-term trading have expanded, a large majority of 
global LNG volumes are still sold under contracts that extend for a decade or more. These 
agreements are not only commercial arrangements but also a central condition for project 
financing. Liquefaction facilities require very large upfront capital investment, and lenders 
typically rely on long-term purchase commitments to reduce revenue risk. Without such 
contracts, it is difficult to secure financing for new export capacity (International Gas Union 
[IGU], 2025). 
 
This structure limits the scope for exporters to use supply as a short-term political tool. 
Because project revenues depend on stable, long-term relationships with buyers, abrupt 
disruptions can undermine the financial viability of the infrastructure itself. In oil markets, 
producers often have greater ability to redirect cargoes among a wide range of buyers with 
relatively few infrastructure constraints. In LNG markets, by contrast, the financial and 
physical structure of the industry reinforces durable commercial ties that discourage the 
use of supply as a rapid instrument of coercion. 
 
VI. Case Study 3: Long-Term LNG Partnerships and Structural Alignment in Asia 

 
While the Western LNG model emphasizes contractual flexibility, the Asian LNG market 
provides a contrasting model in which long-term commitments shape both economic and 
geopolitical relationships (Rogers, 2014; Reuters, 2026a). In this region, LNG supply 
relationships are frequently structured as multi-decade commitments that foster durable 
economic interdependence and, in some cases, support broader diplomatic ties 
(International Gas Union [IGU], 2012). A notable example is the long-term agreements 
between Qatar’s state energy company and Chinese state-owned firms, under which LNG 
supply contracts with terms extending more than two decades have been concluded, 
including one 27-year supply agreement that remains among the longest in the industry 
(Downs et al., 2023). 
 
To clarify the limits of this comparison, it is necessary to distinguish between investments in 
physical infrastructure that create durable supply interdependence and transactional 
engagements that can be more readily reversed. In the oil context, buyer and seller 
relationships are shaped by a wider range of alternative markets and greater commodity 
fungibility, whereas extended LNG supply commitments tie capital and infrastructure 
together in ways that reinforce long-term strategic relationships. 
 
In the oil sector, investment often functions as a reversible connection that can be 
strengthened or withdrawn in response to changing political priorities. For example, recent 
U.S. policy moves have sought to encourage major oil companies to invest in rebuilding 
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Venezuela’s oil infrastructure and production capacity as part of a broader export to restore 
output from one of the world’s largest crude reserves. These kinds of engagements are 
transactional in nature, and if political relations deteriorate, states can reinstate sanctions 
or redirect investment without fundamentally undermining the commodity’s marketability, 
since crude oil remains widely tradable across global markets (Reuters, 2026b). In contrast, 
long-term LNG supply agreements between Qatar and Chinese firms illustrate a different 
kind of structural linkage. QatarEnergy has concluded multiple 27-year LNG supply 
contracts with Chinese state energy companies that include annual delivery commitments 
and, in some cases, equity stakes in production capacity, creating durable commercial and 
infrastructural ties whose reversal would impose significant financial and strategic costs 
(Downs et al., 2023). These extended agreements anchor both parties in a shared physical 
and financial network that shapes trade flows over decades rather than through short-term 
adjustments. 
 
This model shows that in LNG trade, influence is derived more from the durability of long- 
term commitments than from the threat of supply withdrawal. Oil partnerships can often 
be disrupted through sanctions or policy shifts without fundamentally impairing the global 
tradability of the fuel. In LNG relationships, however, large fixed assets and shared 
infrastructure create deeper forms of interdependence between specific buyers and sellers. 
If an exporter were to restrict supply to a major long-term partner, it could undermine the 
financial performance of infrastructure that depends on that relationship, including 
facilities in which the buyer may hold equity or long-term contractual rights. As a result, LNG 
trade tends to reinforce institutional stability and long-term alignment, limiting the 
effectiveness of energy supply as a short-term instrument of political coercion. 
 
VII. Institutional Power and the Limits of Regulatory Leverage in LNG 

 
A final distinction between oil and LNG as instruments of geopolitical influence concerns 
the nature of coercion itself. Some observers point to regulatory actions, such as the 
United States government’s 2024 pause on new LNG export permit approvals, as evidence 
that LNG can be used in a coercive manner like oil (Ratner, 2025). This interpretation, 
however, overlooks the different mechanisms through which influence is exercised in each 
system. In oil markets, influence can be exerted through relatively immediate changes in 
physical supply that affect global prices and availability in the short term (U.S. Energy 
Information Administration [EIA], n.d.). In LNG markets, by contrast, influence is typically 
exercised through regulatory and institutional decisions that shape future export capacity 
rather than the flow of current supply (Ratner, 2025). 
 
Because LNG export terminals typically require many years to move from initial permitting to 
operational status, regulatory actions affect supply on long time horizons rather than amid 
acute crises (International Energy Agency [IEA], 2026). Recent pauses in United States 
export approvals illustrate this dynamic, as the measures affected the review of pending 
LNG export applications (Ratner, 2025). Regulatory decisions therefore shape the future 
geography of supply but do not provide an effective tool for rapid crisis intervention. This 
reinforces the central argument that LNG is poorly suited to short-term coercive use. By the 
time changes in permitting policy influence physical trade flows, the political circumstances 
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that prompted the action may have significantly changed. 
  
VIII. Conclusion: Energy Market Structure and the Future of Geopolitical Influence 

 
The geopolitical role of energy resources varies significantly across fuels. Oil continues to 
provide states with a comparatively rapid and flexible means of exerting pressure through 
changes in supply and pricing, making it well suited to short-term tactical use. LNG, in 
contrast, increasingly functions as a source of institutional stability rather than immediate 
leverage. As illustrated in the earlier case study of United States exports to Europe, 
government influence over LNG flows is often indirect, with trade patterns shaped largely 
by market conditions rather than direct state control. In addition, long-term contracting 
and infrastructure linkages in Asian LNG trade create deep forms of interdependence that 
make abrupt supply disruption costly for both sides. These structural features stand in 
contrast to many oil relationships, where trade flows can be redirected more easily and 
diplomatic ties can shift without the same degree of embedded physical and financial 
commitment. 
 
Ultimately, the influence associated with LNG lies less in the threat of supply withdrawal 
and more in the durability of long-term commitments. LNG trade supports forms of 
supplier diplomacy that build sustained commercial and political relationships anchored in 
shared infrastructure and financial investment. These arrangements are costly to unwind 
and therefore tend to reinforce stable patterns of cooperation over time. Oil, by contrast, 
remains more closely associated with short term tactical leverage because of its greater 
market flexibility and the relative ease with which trade flows can be redirected. LNG 
instead shapes the long-term structure of global energy security through the persistence of 
infrastructure networks and contractual ties rather than through rapid movements in spot 
markets. 
 
This distinction has important implications for policymakers. States seeking rapid leverage 
in times of crisis are likely to rely primarily on oil market instruments that allow direct 
adjustments to physical supply. LNG policy, in contrast, influences the long-term structure 
of energy relationships by shaping infrastructure development and patterns of trade. As a 
result, LNG operates primarily as a long-term structural influence on trade and alliance 
patterns rather than as a tool for immediate crisis diplomacy. 
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