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Introduction

To write this script on the topic of Euro-Russiamergy relations | took the
needed documentation from several different sourcasging from books to
online articles which have proven to be usefuldetting information about the
most recent happenings, since many interesting svbfeund did not deal with

the most recent events.

The book “the foreign policy of the European Unidrds proven to be useful for
the first part of the work, while for the secondtphan Cheng’s script “Relations
between Russia and Europe from the Perspectivenefgly Strategy” provided a
good basis for analyzing Euro-Russian energy aelatiWorth of mention is also
a study on relations between Russia and the EWewnrity Sabine Fischer with the
German title. “Die EU und Russland- Konflikte undoténtiale einer

schwierigeren Partnerschaft®. The policy briefsI®PI (Istituto per gli Studi di

Politca Internazionale) gave me the opportunityges recent material on the

different subjects dealt in my work.

For the case study the websites of Nabucco anchS&team provided the basic
points while Erdogdu, Erkan’s script “Bypassing Bias Nabucco project and its
implications for the European gas security” offeradportant and recent

information, a series of articles from “Euroactiv”.

For statistical data “Europe’s Energy Portal” camta much of the needed
material, although statistics for 2011 is still rexailable when this work was

written.
The complete list of the sources can be founderbibliography.
Energy is nowadays one of the most important isthegtsconcern the future and

the development of most of the countries. The destades were marked by the

phenomenon known as globalization, a continuouswtgroof the world’s



population and the rise of the countries like Chindia and Brazil to the rank of
industrial powers. In such a scenario the neech@rgy supplies has augmented
considerably on a global level and to assure at psiority for all these states that
have to import their energy for outside. This istigalarly true for the majority of
the countries that form the European Union. Desflite attempts made to
introduce alternative and cleaner forms of enewgsif fuels like oil, coal and
natural gas remain the most used energy sourceasdloe their energy supplies
these states have to rely mostly on external seumceorder to meet their
increasing internal demands. For the EU the mopbrtant energy exporter is the

Russian Federation.

The aim of this work is to analyze the energy refet between the EU and Russia
from the collapse of the Soviet Union up to thesprég days. This relation has
proven to quite a turbulent one, shifting from maomseof good and profitable
cooperation to periods of crisis that made somektlof a renewal of the Cold
War. Most of the experts, despite divergent opisjaend to agree on one fact,
namely that both the EU and Russia need to coaparateveral crucial fields in
order to remain competitive on the internationafjst Energy is one of the most
important. Both actors have their own objectivepuosue which in several cases
can be divergent and lead to contrasts, what velitriied to understand in this
work is if it is possible to establish a Euro-Rasspartnership in the field of
energy that brings advantages to both or if pi&it only be made at the expense

of the other, or better said, if will end only irzaro sum game.

The text is divided in three main parts excludinggaduction and conclusion. The
first part does not deal immediately with energyhas the objective to describe,
analyze and confront the foreign policies and sgias of both the EU and
Russia. For this reason it is divided in more ceepiexplaining facts from a
European and then from a Russian perspective. if$teid about the European
foreign policy before and after Lisbon, the secdrdls more specifically with the
European Union policies towards Russia, while theltdescribes the situation in

Russia after the Soviet Union and its policies talsghe EU. The second part is



focused on energy, the central topic of this redeafhe chapter subdivision is
similar to that of the first part, dealing firstthvithe energy policy of the EU and
its energy strategies towards Russia in two chapither two chapters are about
the energy policy of the Russian Federation anstitdiegies towards the EU. The
third part is a case study about Nabucco and Sstdam gas pipelines. This case
study has been added because it permits of exatiheneopics debated in the
previous pages and chapters in a more concreteancyecause it deals with an

issue of great actuality.

Finally in the conclusive part the results of tresearch will be resumed and the
last points will be added, in order to end the wiorla complete and logic way,
although there will not necessarily be a sure andoreevery question posed. In
some cases it is not possible to draw conclusioegning that only conjectures
can be made. Energy geopolitics are not a fixageissut they change and evolve
constantly influenced by the events, so that Vieis/ difficult, if not impossible to

make predictions, especially for the long term.



Part |

1.1. European foreign policy before and after Lisbo

The European integration process evolved formmamly economical dimension
of the years which followed the Second World Waratoincreasingly political
and also foreign political one. However due to fdikire of the institution of the
European Defense Community in 1954 and the predmmhimole played by
NATO in matters of defense and security meant tina young European
Economic Community instituted with the Treaty of®® in 1957 would have
remained a predominantly economical institutionvéttheless the EEC managed
to develop and establish external relations witkeifp bodies becoming gradually
a foreign policy actor despite lacking clear foreplicy competences.

A further step in this direction would have beerdma 1970 with the creation of

the European Political Cooperation (EPC) with whgtime basic patters and
policies were set. A major improvement came therl®2 with the famous

Maastricht that gave birth to the European Uniothwilis three-pillar structure.

The second pillar would have been the so calledhi@on Foreign and Security
Policy” (CFSP), which had to substitute the EPCe TFSP, however, did not
prove its efficacy during the years that followdad adoption, especially with

regards to the events in Yugoslavia, where the B stiow impotence and

disarray. In fact the CFSP performed badly duénéofact that the member states
showed reluctance to act in a common and cohesiye w

During the end of the 1990s there were two majeengpts to adjust the
deficiencies of EPC and CFSP, namely the Amsterdiamaty of 1997 and the

! For further in formations see also: Keukeleirep®an, MacNaughtan, Jennifer : The Foreign
Policy of the European Union, the European UniorneSe2008



“European Security and Defense Policy” (ESB®)ne important achievement of
this treaty has been the institution of “Secretagneral/High Representative of
the CFSP”, which meant that for the first time CSk8&uld have enjoyed the
support of a permanent and visible actor, who wdidde giving assistance and
advisement to the Council and the Presidency. Qherannovation that came
with the Amsterdam Treaty was the creation of tlewnimon strategies”
instrument, but was later dropped since it didedlly offer any added value to
the elaboration of strategies towards foreign masgtinThe creation of the ESDP
was also an important step towards European irttegraince for the first time it
was possible to overcome to a certain degree tndlicds between European
integration versus Atlantic solidarity and civiliamersus military power,
permitting the EU to start to develop a common uigéepolicy, a topic regarded
till then as a sort of taboo considering also #ikife of the EDC in the early 50s
With the entry in vigor of the Lisbon Treaty thet Ixecember 2009 the foreign
policy of the European Union should be reinforced ecome more stable. This
treaty also called the “Reform Treaty” has beemeigin order to remedy to the
crisis which followed the rejection of the Europeaonstitution after the negative
result of the French and Dutch referendums in 2005.

Anyway most of the content and the innovations hef tejected constitutional
treaty has been maintained, leaving aside the symbolic and “constitutional
parts and terminology. With regards to foreign pplfor example the “Union
Minister for Foreign Affairs” has been renamed High Representative of the
Union for Foreign Affairs® The rules dealing with the foreign policy of the
Union are dealt mainly in Title V of the treaty,der the definition of “General
Provisions on the Union’s External Action and SfiecProvisions on the
Common Foreign and Security Policy.” The role amel tompetences of the High
Representative and the other major institutionshare defined, it is explained in
art. 21 how “The Union shall ensure consistencyben the different areas of its

external action and between these and its othecig®l The Council and the

2 Cf: ibit, p.54
3 Cf: ibit, p.57
4 Cf: ibit, p.63



Commission, assisted by the High RepresentativEdoeign Affairs and Security
Policy, shall ensure that consistency and shalpeaate to that Effect”

It is hoped that the nomination of the Europearsiéient of Council and the High
Representative for Foreign Affairs the EU will lneafly able to unite the political
will of its different member states and speak watkommon voice. Internally it
can be considered positive that the EU shows asiityeof currents and opinions
in accordance with its motto “United in Diversitydut when it has to act on the
international stage and to face issues of crupi@lortance it is necessary a more
unified and cohesive approach, where it is ablepak with a single voice and

where the national interest of the various memtaes does not prevail over it.

However the nomination of Mrs. Katherine Ashton #w first High
Representative is considered by most as a wrong nsivce by choosing a figure
that is almost unknown instead of more importanrsgealities on the
international arena, like for example Xavier Solatte Union seems to want to
give the impression to other countries that it haisthe intention to play a strong
and incisive role internationalfyThe member states did not want to give away
too much of their autonomy in foreign policy and @lyoosing an unimportant
High Representative they managed to tone downntipeitance given to it in the
Lisbon Treaty. Considering also that this was tinst inomination for such an
important office, choosing the right person is aftgular importance, because it
serves as a sort of declaration of the importahce inbstitution is intended to

have.

® Cf: Official journal of the European Union, Volurs&, March 2010
® Cf: BBC News: EU foreign affairs chief Lady Ashtdismisses critics, November 2009,
http://news.bbc.co.uk/2/mobile/europe/8369730.stm




1.2. European Union policies towards Russia

This work is concerned principally with Euro-Russi@lations, cooperation and
conflicts in the field of energy, but before foaugion this specific area, it is
better to examine the development and the eventheofast years on a more

general level.

The two decades that followed the fall of the BeNVall and the dissolution of
the Soviet Union were marked by an important semésevents on the
geopolitical, economical and social level, espégcialith regards to the Euro-
Russian region. The end of the Iron Curtain anthefdivision of the continent in
two blocks which marked the history of the contineluring the Cold War
permitted an advance of the process of Europeagration, this time with the
aim to include the former members of the Commulst, that culminated with
the adhesion respectively in 2004 and in 2007 ohymeentral and Eastern
European countries to the EU and permitted thebksitenent of a more
systematic and concrete policy towards its neighbdihese were also the years
of the Treaties of Maastricht, Amsterdam, Nice, afdourse the failure of the
European Constitution and the subsequent apprdvileoLisbon Treaty as well
as the introduction of the Euro. While this evecds surely be considered as a
success for Europe, it is also true that the dranatrease of the dimensions of
the EU, of the number of its member states, whieh @urrently 27, and its
expansion eastwards poses also a series of chedlemgl the need for the EU to
improve its structures and functioning, especialith regards to the development
of a common foreign policy. One of the posed cimglés regards the relations
with the most important country emerged from thesdiution of the Soviet

Union, namely the Russian Federatfon.

" Cf: Weidenfeld Werner, Wessels Wolfgang: Europa #bis Z, Taschenbuch der europaischen
Integration, 11. Auflage 2009, p.163

8 Cf: Polansky Zbigniew, Winkler Adalbert: Russid) Enlargement and the Euro, European
Central Bank, Occasiona Paper Series, No 93 / AlRG3



For the EU the establishment and maintenance ofl gool stable relations with
Russia is of primary importance and encompassexaeareas. This has become
even truer after the enlargements of 1995 and 208dn for the first time the EU
(five of its member states to be precise) and Russared part of the same border,
with the Kaliningrad (Konigsberg) Oblast becomindrassian enclave in EU-
territory? After the collapse of the communist regime it iiped by European
and also American side, that the new Russian Federéand the other former
Soviet republics) would develop in liberal demoaaand accept Western values
of democracy, constitutionalism and free markemneaay. It can be said that the
EU policy towards the post-soviet region has alsondéernal dimension because
this dimension is closely connected with the depelent of its common foreign

and security policy structures.

The EU was forced by the dramatic events of 198#81 lead to the collapse of
the Soviet empire to act quickly in order to adapthe new international realities.
While during the Cold War the situation on the eastborder of Europe was
strictly determined by the division between East #est and on a confrontation
on a bipolar level between the two superpowersthet allies, the situation in

Europe after its end became much more variouslbatraore complicated to deal
with, especially considering the power vacuum Ibft the Soviet Union.

Considering these facts the EU developed diffestrdategies and approaches
drawing a distinction between the central and Eadiiropean states that were
once members of the Eastern Bloc and the formeieSogpublics’ For the

formers there were quite early association treai®s$ perspectives for a future
membership and a leading role was played by the mMiesion showing the

possibilities of a joint and unified EU-policy. Thestablishment of relations
towards the latter was different, since this timastof the work was done by the

European Council and the member states.

° Cf : Fischer Sabine :Die EU und Russland- Kondliihd Potentiale einer schwierigeren
Partnerschaft, SWP- Studie S 34, Berlin, Decembé62p.8
10 Cf: ibit, S.7



These two approaches revealed also dichotomiesebatvgupranational and
intergovernmental EU-institutions, but also conicddns between different
national states. Since of all the former Sovietul#igs Russia is the most
important and the only one that can pretend to plglobal role and thus it can be
regarded as the successor of the Soviet Union enirternational stage (it
inherited the soviet siege in the UN-Security Coljna is obvious that the

county will be the prominent target of interestfr&uropean sid€:

The relations with Russia started very early, alyean 1991 a bureau of
representation of the EU was opened in Moscow #&edassistance program
called TACIS (Technical Assistance for the Commaalive of Independent
States) had been launched. One of the aims opthgram, since it was directed
towards all CIS members, was to try to move thentoes from Eastern Europe,
Southern Europe and Central Asia away form an taiem that was only
directed towards Russia and to facilitate and stppue transformation in
direction of free-market economy and democracy.wany the major beneficiary
of TACIS was Russia that received between 1991286 about € 2.7 billion,
which was invested in about 1500 projects in 58edit regiond? Another
important step that made this relation more coecweas the signature of the
Partnership and Cooperation Agreement (P€ik) June 1994 at the euro-summit
of Corfu that would have entered in vigor only i89Y because of a period of
interruption due EU sanctions as a sign of protesinst the First War in
Chechnya. This treaty is considered a cornerston¢éhe Euro-Russian relations
since it boosted the dialogue at a political leaedl defined the relations in term
of equal partnership. This agreement was intendddst for 10 years; in it the
objectives of the EU for supporting and promotimgge, freedom and democracy
and to assist Russia in the transition towardsa market economy that would
have been hopefully soon followed by the creatiba dree-trade zone. At this

conditions Russia would have the possibility tmjthie World Trade Organization

'L Cf: ibit, S.8

12 Cf: Komen, Janina: EU-Russia relations- Wherevagenow?, Euro Power, March 2009

13 Cf: Handke, Susann: EU-Russia energy relatiormmeSpolitical and economic aspects, CIEP,
Hong Kong, 18 April 2007

10



(WTO). The policy areas encompassed by the PCA wekeral and had to
strengthen the ties between the two partners onetomomical, commercial,

political and cultural level.

The end of the 90ies was for Russia a period oftipall and economical
incertitude, due to the economical crisis in 19898 the succession of President
Boris Yelstin in 1999. It was also the epoch of &TO military intervention in
former Yugoslavia, an event that caused attritiogisveen Russia on one side and
Europe and USA on the others. In front of thesenesvéhe EU acted in order to
try to fix and stabilize the cooperation path foe future. In June 1999Gommon
Srategy for Russia (CSR) had been adopted, to which Russia answered some
months afterward¥’ Another important event was the EU-Russia sumi003

in St. Petersburg, which brought to the creatiothefpolicy of theour common
spaces. Originated from a Franco-German proposal, these €ommon spaces
should cover the areas efonomy, freedom, security and justice, external security

and research, education and culture. Also from both side has been stressed the
importance of cooperation in several domains @tsgic importance like climate
change, organized crime, drug and human traffio-proliferation and counter-
terrorism. The EU and Russia also share the meimiperef important
international organizations such as the United dWati the Organization for

Security and Cooperation in Europe (OSCE) and thenCil of Europe.

Two very important factors of cooperation are thermmical and energetic ones;
the latter will be dealt in detail in the next ckaxg. The volume of trade
exchanges between member states of the EU andaRusseased continuously
during the years with Europe becoming Russia’s nmpbrtant trading partner,
with about 57,4% of external exchanges in 280Bhe beginning of the 31

century has also witnessed several events thatedaosntrasts between the

aforementioned international actors like the warlrag in 2003, the EU and

14 Cf: Freire, Maria Raquel: Looking East: The EU &uksia, Officina do CES n° 261,
November 2006, p.9

15 Cf: Gomart, Thomas: Quelle place pour la RussiEemmpe?, Questionnes internationales
n°27, September-October 2007, p.42
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NATO enlargement eastwards, the Ukrainian OrangeR&on in 2004 and the
Georgian War in 2008

During these years relations between the two perthave steadily increased,
despite being rather turbulent and not without @sts. While on one side the
policies of the EU directed towards Russia haveelgumet important
achievements, it is also true that they failedemesal others and in many cases
the EU showed lack of the much needed cohesiorevdaialing with its neighbor

in matters of crucial importance.

In particular the expectations from European sl through their action they
could help Russia to transform itself in a demacratate by adopting Western
values can be considered as faité@uring the years of crisis that followed the
end of the Soviet Union it looked like that Rudsam no other option that to adopt
unconditionally Western values; however while dgrimese years the country
experienced massive waves of privatizations aretdiizations in several crucial
sectors, it did not mean that these phenomenorae@smpanied automatically by
an effective and durable process of democratizafite importance of the Euro-
Russian partnership and cooperating is recognizedolth sides, but especially
since the years of Vladimir Putin, who succeededstife as President of the
Russian Federation in 2000 it became apparenttbigatEU could do little to
contribute to its democratization and liberalizatiolThe evolution of Putin’s
policy on a more authoritarian direction has beteangly criticized by Western
Medias, but this did not change the overall sinrat\What is clear is that, while
Russia and its leadership is pragmatic enough tienstand the importance of a
strategic partnership with the EU, it will opposeany action or policy that is
perceived as a threat against it sovereignty atedrial affairs-®

16 Cf: Foucher, Michel, Giuliani Jean-Dominique: L'ldn Européene la face de la guerre russo-
géorgienne, Fondation robert Schuman, Questionsrdiie n°108, September 2008

17 Cf: Torreblanca, Jose Ingnacio: Russia is shiftligropean Council on Foreign Relations, June
2010, p.1

18 Cf: Perret, Quentin: La paix froide: stgbilises kelations entre I'UE et la Russie, Fondation
Robert Schuman, Questions d’Europe n°65, p.3

12



The reasons of the weakness shown on Europeaargd®veral and have also to
do with the enlargement processes of 2004 and 208&n the EU arrived at
counting 27 member states, since with the admissfoso many new states it
became increasingly difficult to reach easily comnositions when needed.
Especially towards Russia it has been complicateetelop a coherent strategy
on a common European level, thus reducing the grggrthe EU has towards
Russia in many fields, in terms of population, ewog and military spending.
The contradictions between supranational and iotengymental EU-policy
followed by Commission and Council respectivelygdther with different
positions between the various member states wifards to issues regarding
security and foreign policy, are amongst the ppatcauses of it. It is commonly
accepted that there is a divergence between thagmssof the old and the new
EU-members, the latter being principally countriesm Central and Eastern
Europe that joined the EU in 2004 and 2007.

However, according to Mark Leonard and Nicu Popédkege divisions are more
complicated and can be subdivided in five specifitegories’ On one side there
are the so called “Trojan Horses” (Cyprus and Gegétat support often Russian
positions, arriving even to pose a veto on commorogean position. Then there
are the “Strategic Partners” (France, Germanyy lald Spain) who tend to be in
quite good relations with Russia due to the spguaainerships they enjoy and can
sometimes go against common policies. Another mayderated group is formed
by countries like Austria, Belgium, Bulgaria, Finth Hungary, Luxembourg,
Malta, Portugal, Slovakia and Slovenia, the “Frign@ragmatists”, that prefer to
give preference to business interests and maintenah good relations, more
critically oriented are the “Frosty Pragmatists”z@Ch Republic, Denmark,
Estonia, Ireland, Latvia, the Netherlands, Romai@aeden and the United
Kingdom), that are more prone to speak with aaaitvoice towards Russia with
regards to issues like human rights. And finalleréh are the “New Cold
Warriors” (Lithuania and Poland), whose positioowands Russia had been
openly hostile and are willingly to bloc EU-Russiaggotiations.

19 Cf: Leonard, Mark; Popescu, Nicu: A power audiEtf-Russia relations, European Council on
Foreign Relations, 2 November 2007, p.2
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By simplifying the whole it can be affirmed that ang the EU-states there is a
division between those that consider Russia an itapb partner that can be
integrated into the EU orbit and the ones that \itess a potential threat. On one
extreme side the maintenance of good ties with iBusspecially in the sector of
energy, is considered of great importance, sodhantual rule breakings made by
Russian side are sometimes overlooked. On theamgnfior those states that feel
threatened by Russia, every measure meant to noiganfluence is welcomed,
so they encourage NATO expansion eastwards, sufipaanti-Russian regimes,
building of a missile shield and reduction of enedgpendence from Russia.
Reducing energy dependence, however, is a prolilahtbncerns the whole EU,
not only these states. The reasons for such différehaviours are several and are
determined by their geographical location, by esdrdm the past, by the amount
of contacts and ties they have with Russia andhbypblicies followed by their

respective governments.

However it has to be added that these differenitipas are not eternally fixed
and that during the last years there have been shianeges of attitude in some
states. Poland, for example, has taken with thé §osernment a more Russian-
friendly behaviour than his predecessor KatzinZteyd the overtly pro-Russian
stance of Gerhard Schroeder's Germany has beenwdwmhdempered down

under Angela Merkel’s chancellorsHip.

Despite the various experts and scholars have reliffeopinions about the
strategies the EU should follow with regards to fasthey tend to agree on some
points, namely that the EU should be capable talspeth a common voice and
that a good partnership with Russia can be onllf bnian equal basfS.

2 Cf: Russie-Pologne: des relations meilleures quegs (Tusk), RIANOVOSTI, 09/2009
http://fr.rian.ru/world/20090901/122922219.html

2L Cf: Klussmann, Uwe, Schepp, Matthias: A LovelessliB-Moscow Romance, Spiegelonline
International, 10/2006ttp://www.spiegel.de/international/0,1518,44169%0m|

22 Cf: Frank, Johann: Die Beziehungen zwischen Rodslmd der EU- Eine Bestandsanalyse,
Internelnformation zur Sicherheitspolitik, Wien, ihani 2007, p.4
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1.3. Russia after the Soviet Union and its policyotvards the EU

Regarded from a geopolitical perspective the Euanpénion and the Russian
Federation are two systems that bear several diféers; Laurynas Kaséiunas and
Zygimantas Vaiéiunas talk of “the dichotomy of aspmodern geopolitical actor
(EU) and the traditional geopolitical actor (Ruysia

In fact the EU shows several peculiarities that @salk a quite unique system on
the international stage. It is not a real independeternational actor, since the
member states that form it delegate parts of tHegision-making power to a
supranational (European) level. Nevertheless thisvgp delegation is not
absolute, since the member states show a certaanee in renouncing too much
to their autonomy and sovereignty in favour esplciaf the European
Commission. It is probable that the EU will maintdinis particular structure for
the given future, since for the moment it is difficto think that nation states will

give up their prerogatives.

Russia, on the other hand, has followed a diffepatih. In its structures and way
of acting internationally it has remained anchaiethe old logics of the balance
of power anddivide et impera, an approach more close to the realistic paradigm.
To understand Russian behaviour one should look lzcthe events that
characterized the history of this country and u#eyturbulent relationship with
the rest of Europe over the centuries. Since tignref Tsar Peter the Great
Russia tried to modernize itself by adopting mangst¥rn European costumes
and institutions in order to reach the rank of adera great power capable of
playing an important role on the international arevore recently, during the last
century, Russia had to face two traumatic expeegnthe October Revolution of
1917, and the dissolution of the Soviet Union i819

8 Kasciunas, Laurynas; Vaciunas, Zygimantas: Rusgialicy towards the EU: the search for the
best model, p. 41
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These two important historical events had beerofadld in Russia by internal
changes as well as by relevant territorial loskasleft a sense of humiliation and
loss of prestigé? Especially during the years that followed the efithe Soviet
Union, there was the impression that foreign powetls the USA and NATO at
the forefront were attempting to take advantagRudsia’s relative weakness and
of the power void left by the dissolution of the 8lorder gain a foothold and to
extend their influence towards Eastern Europe amohdér Soviet republics like
Ukraine or the states of Caucasus and Central Bsieng the 90’s there was the
strong belief that Russia was on the road towardsnaplete integration with the
West. It was hoped that this integration would hanareased the possibility of

investing in Russia for American and European cangsa

However with the beginning of Vladimir Putin’s pidsncy in 2000 reality
proved to be differerft these years have been marked by a strong comntitmen
towards the reestablishment of internal stabilitysotigh a series of reforms, but
also by a loss of pluralism and repression of tiéipal oppositior’® A particular
effort from side of Putin’s government has beerec®d against the powerful
oligarchs, who managed to take control of huge osecbf Russia’s newly
privatized economy and industry during the Yelgtrasidency. At the end those
oligarchs who did not submit to the government westieer arrested or forced into
exile and much of their property has then returinéal state control, especially in
the case of the key sector of energy. For the Kirésntuling elite the concepts of
political and economical pluralism and freedom r@oé considered as essential as
in the West for the correct functioning of a coynfor them freedom means on
the internal side the possibility of choosing aitpdl regime without any
interference and on the external side the possili act without constraint of
other powers. Economical freedom is regarded agsrtben to reach prosperity
and build up a strong state. In fact during theryeaf the Putin presidency

4 Cf: Torreblanca, Jose Ingnacio: Russia is shiftlgropean Council on Foreign Relations, 1
June 2010, p.1

%5 Cf: Alcaro, Riccardo, Alessandri, Emiliano: Rets®g US EU-Russia Relations- Moving
beyond Rhetoric, Istituto Affari Internazionali, Bamenti 1Al 09, July 2009, p.3

% Cf: Petro, N. Nicolai: The Great Transformatiétow the Putin Plan Altered Russian Society,
ISPI Policy Brief, N.132-May 2009
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democracy has been often regarded with mistrusisidered a synonym of
weakness and an attempt of the West to introdwsystam that is alien to Russian
society and culture and that cannot permit the gardpnctioning of the state, a

bad remembrance of the chaotic situation of thestfekra.

Under Putin Russia has worked to regain its status great power. The
continuous expansion of NATO in an area still cdastd by Russia as integral
part of its sphere of influence and security wassatered unacceptable by the
Kremlin, that did much in the last years to courggempts of NATO expansion
in Ukraine during the “Orange Revolution” and iretaucasian republics like
Georgia fearing encirclemefitThere were also moments of attrition with eastern
members of the EU like Poland because of NATO giterof installing a system
of anti-missile defences in proximity of Russia’sstern frontier with the
declared aim of protecting Europe from a possibissite attack from Iran, but
that Moscow perceived as directed against Rusgia. uhilateralism showed in
foreign policy from American side during the yeaifsthe Bush administration
also contributed to the worsening of the relatibesveen Russia and the West.
Through their actions the USA showed little consatien about Russian
mentality and interests.

Historically Russia, despite its enormous size, ¢féan felt the danger of being
encircled and isolated by enemy powers, with theulteof being cut off from

access to vital resources and regions of highegfi@importance. Among these
can figure ports that are free from ice the whaarylike Sevastopol in the Black
Sea now part of Ukraine, but still used as basettier Russian fleet and the
control of regions rich of natural resources, esllgcof these fossil fuels, gas
and oil, which play a vital role in Russia’s attan@regain and maintain its great
power status. The new Russia, according to thespddiits leader has to play an

important role in a multi-polar world and becau$ehis the unilateralism of the

27 Cf: Popescu, Nicu, Wilson, Andrew: The Limits afl&rgements-lite: European and Russian
Power in the troubled Neighbourhood, European Cibond~oreign Relations, Policy Report,
June 2009, p.11

28 Cf: Perret, Quentin: La paix froide: stabilises kelations entre 'UE et la Russie, Fondation
Robert Schuman, Questions d’Europe n°65, p.2
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Bush administration has been vehemently opposed raridwithout success.
Considering all the events that followed the tastoattacks of 9/11, the fact that
the USA acted in such a way to deprive themselfemnamportant ally in the
fight against Islamic fundamentalism can be considlex serious mistake made

by its administration.

With the new Obama administration a more recortoia approach has been
chosen. The cancelation of the Central Europeasilmidefense system plans has
been welcomed by the Kremff.In April 2010 the START Treaty on reduction
of nuclear warheads was signed by USA and Russ$& #fe old treaty had
expired in December 2009, an event tha can be pesitively with regard

towards the reestablishment of good relations betviiee two powerd

Russian behaviour towards the EU has been ambiyaltie the importance of
establishing good relations is recognized due &ithportance Europe has for
Russia’s economy, it is also true that Russia wake advantage of every
weakness shown on European side to make surehghatitiative remains in its
hands. While on European side the concept of iafmddence as a mean to
achieve peace and stability has been emphasizestdMois aiming at creating a
situation where the two actors work together, bhiere the EU needs Russia
more than Russia needs the EU. One could talksyfianetric interdependence”.
In many fields Russia is weaker than the EU, builenne latter suffers from a
difficulty to conciliate the interests of its vau® members, Russia has the
important advantage to be able to speak with alesisgjong voice. The EU
integration process is not really contested fronsdfan sidé’ problems arise
when they feel it connected with NATO expansion. &mample in the case of the
Baltic States the fact that they joined the EU 0042 was not regarded as a
problem while their entrance in NATO was highly tested.

29 Cf: Obama: Resettiling Relations with Russia, dauof Turkish Weekly, January 2010,
http://www.turkishweekly.net/news/95624/-obama-tiisg-relations-with-russia.htmi

%0 Cf: Barack Obama et Dimitri Medvedev signent &té Start, & Prague le 8 avril dernier,
Russia.fr, December 20ttp://www.russia.fr/barack-obama-et-dmitri-medvedégnent-le-
traite-start-a-prague-le-8-avril-dernier.html

31 Cf: Gomart, Thomas: Quelle place pour la RussiE@ope?, Questionnes internationales
n°27, September 2007, p.6

18



When dealing with Europe, Moscow has preferred snyncases to entertain
bilateral relations with the single EU member stdtestead of addressing to the
EU as a wholé? This strategy has been quite successful espeueiélythe most
Russia-friendly states and has also managed tal @vai the EU took a too strong
position in areas like Ukraine or Central Asia wiitle possibility of interfering in
vital Russian interests and it fits more with itonm traditional approach in
foreign policy as pointed out by Konstantin Kosachiae chair of the Duma’s
international relations committee:"We are sick @ined of dealing with Brussels
bureaucrats. In Germany, Italy, France, we canesehinuch more. The EU is not
an institution that contributes to our relationshigut an institution that slows
down progress® In fact, while during the Putin era the EU hascpically failed

to export its model of rule of law and pluralisnydRia has had a great impact on
the EU with regards to its energy and neighbourhpalcty. Energy in particular
has developed in the last years as an importafiument of foreign policy in
Russian hands, which enables it to have an inflienger neighbouring
countries>* During the years the balance between EU and Rbssiahifted from

side to side, influenced by several events.

Putin’s achievements have been also possible thnksman, Gleb Pavlovsky,
who has been the architect of his two electionovies. He belongs to a group
called “technologists”, that during the 90s lookeda proper successor of Yelstin
and that contributed decisively to the rise of Vaid Putin in order to help the
Kremlin to regain control of the county’s econommgdasociety, while also giving

an appearance of pluralism in order to maintainptestige given by having the
status of a democracy. The so called “Putin consfasd “Sovereign

Democracy” concepts promoted by the Kremlin seerhawe served Moscow’s

policies effectively, inside they managed to essabh firm control over state and

32 Cf: de Grossouvre, Henri: La Russie nouvel agtétiropéen?, Infoguerre.com, p.3

%3 ECFR interview in Moscow, 4 July 2007, taken frdrapnard, Mark, Popescu, Nicu: A power
audit of EU-Russia relations, European Councilaneifyn relations November 2007, p.14

% Cf: Vinatier, Laurent: Les Relations UE-Russie:ddou pose ses conditions, Notre Europe,
Etudes & Recherches, Policy Paper no°20, March 2066
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society while making attempts to present themseives clean way to external
observers, by faking the reality concerning pdditipluralism, real power of the
country, interest for globalisation and respecttifiar rule of law. By acting in such
a way they managed to hide Russia’'s weaknessesairfdse European states
when they are dealing with Moscow. In fact manythdd political parties, media
and NGOs are controlled by the state and the groteof national industries has
made it difficult for foreign entrepreneurs to istén Russia. The latter is surely
not a gesture of openness to the logic of glob@bisa This strategy, while
assuring that the country’s key sectors remain ustie control, can also have
negative effects on its economy since it discowsdgeeign investment making
Russia an economically less attractive country ahds hindering its
modernization process. For Russia’s “Sovereign Deawy” issues like security
economic growth, social benefits and consensusansidered more important
than that the government in charge is elected erb#sis of free and democratic
elections. An important way to strengthen and na@inthis consensus is by
showing a continuous series of successes and achénts made by the
government. The risks are however that this needlowing success makes the
appearance more important than concrete facts waitlkonsequent loss of
pragmatism shown by Russian sfde.

Returning to the relations with the EU it has torbentioned that the European
Neighbourhood Policy (ENP) directed towards coestrihat were once part of
the Soviet Union together with the support giverrdeolutionary movements in
Georgia (2003) and Ukraine (2004) increased Russsaispicions since it
regarded what she still considers its courtyardhatconclusion of the EU-Russia
of 2007 in Samara the partners were not even ableach joint statement. Also
during the Munich Conference on Security Policythe same year there where
from Putin’'s side criticisms about NATO enlargemesmid the treaty on
Conventional Forces in Europe (CFE). 2007 can besidered one of the worse

years for EU-Russia relatiory.

% Cf: Leonard, Mark; Popescu, Nicu: A power audiEf-Russia relations, European Council on
foreign relations 2 November 2007, p.11
% Cf: Komen, Janina: EU-Russia relations- Wherevageow?, Euro Power, march 2009, p.3
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With the election of Dimitri Medvedev as Presidehthe Russian Federation in
December 2007 it seems that Russia has decidezkéoa more soft approach.
Medvedev's electoral victory should not be seendw@mr as a moment of rupture
from his predecessor. Medvedev was considered dhg&al successor of Putin,
since he could not present himself a third timthatpresidential elections and for
this reason it was not surprising that he won lgrge margin. In any case Putin
has taken the place of Prime Minister and that mdhat he still remains an
important figure in the Russian government. Inessian constitution the figure
of the President is more important than that ofRhene Minister and disposes of
relevant powers, but nevertheless as a Prime Mmniatin should still be able to
play an important role. The Medvedev presidencgaissidered to follow a less
aggressive agenda than that of its predecessaig lexternal observers it is not so

clear if he is simply playing the role of the “goodp™’

while still following
Putin’s line and thus forming a sort of “diarchgt, if he has managed to develop

a policy that is more autonomous from that of mexdcessor.

The Georgian War of 2008 has caused tension wéhwest and from Russian
side there had been attempts to revise the NAT@icesystem of European
security already by the time of the war in Yugosawn 1999 and the expansion
eastwards. Following this event the EU should learhe more reactive and able
to response more quickly towards Russian actidtnder Medvedev there has
been the proposal for a new European security pattfrom European side there

has been not a real interest in taking over the @®NATO in security issues.

In any case there have been some changes in Rysdiey during the last years,
due also to external factors like the world ecorwarisis that began in 2008. In

Russia the effects of this crisis are particulddit, since the country has not

37 Cf: Bernstein, Jonas: Kremlin critics say the RdMiedvedev tandem will play “good and bad
cop”, Eurasia Daily Monitor Volume: 5 Issue: 37 pFRgary 2008,
http://www.jamestown.org/single/?no_cache=1&tx wa&5Btt news%5D=33412

% Cf: Moshes, Arkadi: Russia and Europe in the Afiath of the Georgian Conflict: New
Challenges, Old Paradigms, Chatam House, REP BD#Q8eptember 2008

%9 Cf: Duleba, Alexander: Searching for new momentimfSU-Russia relationsAgenda, Tools
and Ingtitutions, 2009, p.20
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managed to modernize itself enough during the yastrs. One of the main
mistakes made during Putin’s presidency has besrofirelying too much on the
export of natural resources like oil and gas. Witk crisis the demand of energy
from Europe, Russia’s main energy importer has essmmd exponentially with
serious consequences for the country’s economyvitil/ has tried to remediate
to this situation by giving more emphasis to th@rnavement of technologies and
industries and with the diversification of sectofghe economy® This excessive
commitment towards energy risked to transform Rus$sia state capable of

exporting only natural resources, like many ThirdAdl countries.

The economic crisis had also the effect to weakenpbsition of Russia towards
the EU since it was hit in a sector (energy) thatlso crucial for its relations with
Europe?* Anyway with the crisis and the revolts in Northriaé of the beginning

of 2011 the situation can have changed again iouiagf Russia, since due to the
problems in these countries that are for Europe migortant energy exporters
the EU will have to rely more to Russia for energgt forgetting the fact that

countries like Germany are again growing and thuseed for energy supplies. In

this case Putin’s line could become again advaotage

One last question that has still to be answeredrdsgthe presidential elections of
2012; this time Putin can present himself againtf@r role of President and it
seems that Medvedev will be his concurrent. Nows ittill too early to draw
conclusions about the outcome of these electiorgeyTcould represent a
continuation of the previous system, like for exéanwith Medvedev taking the
role of Prime Minister in case of Putin’s victory, & Medvedev prevails Putin
could remain Prime Minister. The outcome of thelsetions will probably have
an impact on the relations with the EU, at whiakelehowever, is still difficult to

say?*?

40 Cf: Eyl Mazzega, Marc-Antoine: Les Relations erimion Europeene et la Russie: '’Amorce

d’'un Partenariat de Raison?, CERI/Sciences Po, p.8

41 Cf: Garibaldi, Ida: Moscow’'s Economic Losses and$8els Energy Gains, ISP policy brief, N.
140, June 2009

42 Cf: Bryansky, Gleb: Russia PM Putin says may e in 2012 election, Reuters, April 2011,
http://in.reuters.com/article/2011/04/13/russiaipyoll-idINLDE68C16G20110413
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Part Il

2.1. The energy policy of the European Union

The European continent has been the first to espeei industrialisation during
the 19" century and because of that most of European desrttave been since
quite a long time in need for massive amounts efgy and resources and have
also ranked amongst the world largest consumeraieMer, while since the first
Industrial Revolution the vital resource had beeal dhat could be found in
abundance in those countries that took a the lgadite in the process of
industrialization like Great Britain, Belgium, Geamy and France, nowadays oil
and natural gas have become the most needed fueléonthe most part they
have to be imported from outside. Since nuclear atefnative energy are still
not capable to cover most of the demand, Eurofieralies massively on fossil
fuels. In the era of globalisation the energy iseae become even more crucial.
The world demand is continuously growing due to dinematic increase of the
human population and the rise of the so called gimgrcountries like China,
India and Brazil, which are experiencing a relevadnomic growth and thus are
becoming also important energy demanders. Thisim@®rtant consequences
also with regards to the energy markets leadirgntoncrease of prices in a sector
that in the past saw the almost absolute predoroenahWestern countries.

Returning to Europe and in specific to the Europgaion the energy issue is one
of the most important challenges that it has t@ fad will remain at top of the
agenda also during the following ye&fsAs affirmed by the European
Commission in January 2007 while addressing toQbencil and the Parliament

about a European energy policy, energy is of centrgportance for the

43 Cf: European Comission: Energy, Euroepan strategy,
http://ec.europa.eu/energy/strategies/index_en.htm
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functioning of Europé? Thus according to the Commission the EU has tatput
energy policy among its most important policieseiyy has always been present
since the beginning of the European Integratiorcgss, although it has become
an issue of primary importance on the Europeandagenly in more recent years.
After all what is now the European Union beganistaht 1950 as the “European
Coal and Steal Community” (ECS®)The principal aim of this organisation was
as declared by its principal promoter, Robert Scium “to make war not only
unthinkable but materially impossible”, neverthelés achieve that goal it was
decided to put in common the two resources thdhatt time made possible to
conduct a war. Coal represented also the main gngogrce, vital for the
functioning of European industries. In 1957 the afyeof Rome was signed
leading to the creation of the “European Econormoon@unity” (EEC) and to the
“European Atomic Energy Community” (EAEC) or “Euvat”. These were for
post-war Europe times of exceptional economic ghoavtd this lead consequently

to an increase of the energy demand.

The oil crisis of 1973 had a serious and decigmweact on Europe, from one side
it showed its dependence from external energy egprbut from the other it
showed the importance of the diversification ofrggesources and the developing
of alternative ones, thus encouraging researchim gector. The Commission
approved an energy policy that mentioned goals hiagt to be reached by the
mid-1990s and that can be considered an importip ®©wards a common
energy policy. The European Commission approveldanember 1995 a “White
Paper: An Energy Policy for the European Union”.iinwere described the
principal objectives of the Union’s energy poliét.that time the key issues were
quite limited involving mainly the internal markgpyotection of supplies and
ecology. A green paper dealing with energy strateag also been approved in

2000; in this case an emphasis was put on the sigced ensuring external

4 Cf: Europaishe Kommission, Mitteilung an den Ewishen Rat und das Europaische
Parlament- Eine Energiepolitik fur Europa, v.102007 (im Folgenden: KOM (2007) 1 endg.
(Mitteilung Energiepolitik)), taken from: Schulemige Sebastian: Die Energiepolitik der
Europaischen Union, 2009, p.17

“5 Cf: Weidenfeld, Werner, Wessels, Wolfgang: Eurepa A bis Z, Taschenbuch der
europaischen Integration, 11. Auflage 2009, p.115
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energy sources. Another green paper followed ir620ith the title “A European
Strategy for Sustainable, Competitive and Secuerdsi. In it the three principal
objectives for a common European energy policy vestablished. Among these
objectives there is the attempt to ensure a swiineconomic development,
establish competitive energy industries and to reetive energy supply for the
Union. These policies have played an important naleghe foundation of a
common energy policy and have then become the ljneddor the future

common energy diplomacy of the European Urifon.

One of the main obstacles to the implementatiom @bmmon internal energy
market is the difficulty of harmonising the diffeteenergy policies of the 27
member states, for this reason it is necessary dkenthe policy of the EU-
members more coherent with that of the Union. @f Buropean institutions the
main role in the energy policy is played by thedpgan Commission. The article
194 of title XXI of the Treaty of the European Uni@ the one concerning with
energy and the establishment of the internal makdtstates that “Union policy
on energy shall aim, in a spirit of solidarity beem member states, to: (a) ensure
the functioning of the energy market; (b) ensur@usgy of energy supply in the
Union; (c) promote energy efficiency and energyirsgnand the development of
new and renewable forms of energy; and (d) prontbée interconnection of
energy networks* In order to achieve these objectives it is alsatest in
paragraph 2 that “the European Parliament and then€il, acting in accordance
with the ordinary legislative procedure, shall bth the measures necessary to
achieve the objectives in paragraph 1. Such messsinall be adopted after
consultation of the Economic and Social Committed the Committee of the
Regions.”, and that “Such measures shall not affechember state’s right to
determine the conditions for exploiting its energgources, its choice between
different energy sources and the general struaitiies energy supply, without
prejudice to Article 192(2)(c)*®

46 Cf: Jian, Cheng: Relations between Russia andgeuirom the Perspective of Energy Strategy,
Heft 150, Hamburg, February 2008, p.8

47 Cf: Official journal of the European Union, Volurs8, 30 March 2010, p.135-136, title XXI,
art.194, par.1

“8 Cf: ibit, par.2
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In the field of energy policies the EU has alwaigeg a particular importance to
the development of a constructive cooperation wighenergy suppliers like for
example the Russian Federation or the North Afrisetes with regards to the
political and economical field. With these courdriseveral bilateral and
multilateral treaties of certain relevance havenbgigned. A particular emphasis
has also been given to the strengthening of thedipldmacy in the domain of
energy in order to develop and implement long teomperation frameworks with
these countries that play a vital role for the EEFgrgy interests. The EU places
great importance to the aforementioned countries bécause despite being non-
EU states they are able to have a great influenedgalthe fact that they control a
substantial part of and participate in the develephof a trans-European energy
infrastructure. Considering that with its about 48@lions consumers the EU
forms the second biggest world energy market mehat it represent a very

lucrative and fundamental customer fro the enexppeers?®

The rising of the energy prices can contributehe $tudy and the research of
alternative energy sources and energy saving téotpes that could permit a
higher degree of autonomy from its energy suppligfrsugh until now external
dependence remains strong. In recent times thid fteemore energy autonomy
has been particularly felt. By now the EU-27 relmsstly on fossil fuels for its
energy needs. It is estimated that about four diftif its primary energy
consumptions are covered by oil (36%), natural (@486) and coal (18%), with
the rest covered by nuclear energy (13%) and reloleveaurces (8%). In the case
of fossil fuels an increase of the dependence featarnal exporters is expected,
especially in the case of oil and gas supplies.|&Burope still manages to cover
its coal supplies for three fifths from internalisces the importations percentages
of oil and gas measure respectively about 83 affl, 80huge number indeed. To
make the situation worse the oil fields in the KoBea are expected to decline,
meaning that if the EU does not manage during #vd gears to increase its
percentage of energy obtained through renewablecesuts dependence from

49 Cf: Jian, Cheng: Relations between Russia andfeuirom the Perspective of Energy Strategy,
Heft 150, Hamburg, Februaryy 2008, p.8

26



imports will further increase. According to estiemtmade by the European
Commission, if the trends continue like this, by3@ot only consumption but
also imports of fossil fuels will increase with ttadter reaching a 94 and 84% for
oil and gas respectively. For both resources isRbssian Federation the source
of energy imports for the EU, followed by countride Libya and Norway for
the oil sector and again Norway and Algeria for gas sectot® To be more
precise, according to statistics given by “Euroge®rgy Portal” in 2008, 33% of
oil imports and 40% of gas imports came from Russid 16% and 23% from

Norway respectively’

Already in the past years the EU has developedcipsliand established
frameworks concerning energy with many countriegh whom it remains in
continuous contact energy security interests ase tken into account, a great
importance is given from side of the EU to the ieméntation of international
agreements in order to resolve the issues congethatransit of energy supply
towards its market. A good example is the so cdiladopean Energy Charter”,
later renamed simply “Energy Charter”, which wasriched in 1991, so before
the most important steps towards the implementaifce common energy policy
had been made. The principal aim of the Charter wwastrengthen the energy
cooperation with Russia and countries in Easterrrofi®) through the
development of certain principles and rules conogrrenergy trade, transit
shipment and investment. Today the Charter colrdstdifty two members with
others holding the status of observers, includiwgnty four states and ten
international organisations like ASEAN, World Baakd WTO>?

It can be said that in during the last years the 83 managed to do many
important steps towards the development and thdeimmgntation of a common
energy policy, but many more have still to be mederder to achieve this goal.

Energy policy has still not become an area thafuily under communitarian

0 Cf: Geden, Oliver, Droge Susanne: Integrationedgopaischen Energiemarkte, Notwendige
Voraussetzung fur eine effektive EU-AulRenpoli$i,3, May 2010, SWP-Studie, Berlin, p.7

*1 Source: Europe’s Energy Portal, May 20hitp://www.energy.eu/#dependency

2 Source: Energy Charter; Members & Obsenveits;//www.encharter.org/index.php?id=61
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competence. While in the field of climate policydaenergy internal market
relevant competence are held by the communitanigans, in the case of energy
foreign policy and also the decisions about enetgyation still remain

predominantly in the hands of the member states.skill a prerogative of the

states to decide for their energy policy. As mareb before, European common
energy policy started to emerge in late 1980, wtienrealisation of a single
market and a climate policy became important objestto be realized. The
sector of energy is an instable one and it isdliffito say, also by taking into
account the most recent events that affected ttexniational stage, how the
situation will develop in the next years, and whwili be the consequences for

the European Union.

2.2. European energy policy and strategy towards #h Russian

Federation

If we look at statistics concerning the importsfoésil fuels to the EU from

Russia, we can notice that the percentage of irmgahergy has risen during the
last years. If in 2004 about 26% of oil and a 29%4gas was imported from

Russia® in 2008 it has been about 33% and 40% respecfitéfyRussia is for

the EU the most important energy importer, thenoparrepresents its most
prominent customer in this field, with importantnsequences for both. It has to
be said that already before the fall of the Soldaton, from the 70s onwards,
important agreements concerning natural gas trateedsn Soviet Union and
several European countries like Germany, Franceliatyg were signed. These
agreements were called “compensation agreememtsé $iom one side western
European countries would provide the funds and tdehnology needed for
building the gas pipelines, while the SU would hawee its gas to them. This

connection between European countries and Russidaias its independence

%3 Cf: Tian, Fan: “EU seeks for energy security begration, “China Petrochemical News, 24
Februaryy 2005, taken from: Jian, Cheng: Relatimtsveen Russia and Europe from the
Perspective of Energy Strategy, Heft 150, Hambkedpruaryy 2008

** Source: Europe’s Energy Portal, May 20ttp://www.energy.eu/#dependency
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from the SU and since that time it has continuouslgreased reaching the

aforementioned levels.

Although the need for Russian energy imports iglgunavoidable and thus the
maintenance of good relations with its importardtean neighbour is for Europe
of primary importance, it is also true that the Bls to avoid to remain too
dependant from a single energy furnisher and oniésgfrimary goals, together
with assuring a constant energy supply as welleagldping alternative energies,
is to diversify its sources. When we speak of EaampUnion we have not to
forget that it is not a single entity capable oéaking only with one voice and the
role that member states still play and that caragainst the common policies
established by the Union. This diversity in struetand needs becomes apparent
in the case of energy supplies; not every stat@rtaghe same amount of energy
nor does it do it from the same furnisher that mseatso that the level of
dependence they develop from a certain furnisheevdom state to state and so
also its relation and policy towards it. This isa@kvident in the case of Russia. Of
the 27 members of the Union only Denmark can beidened self-sufficient with
regards to energy production, with an energy depecel percentage of about -36,

8% making it a net exporter of enerdy.

As mentioned before, several European countriesedigmportant agreements
with Russia and developed an energy dialogue witBut steps in this direction
have been take also on a European level, in Septei®0 the so called “Prodi
Plan” was announced. Named after the PresidenheofEiuropean Commission
Romano Prodi, its aim was that of strengtheningdiaéogue with Russia in the
energy field and also establishing a more coordoha@blicy from side of the EU,
it was also planned to double the gas imports fRwmssia to 240 billion cubic
meters by 2028° This energy dialogue with Russia has continuedaargular

basis like at the summits in Paris (30 October 2080@ in London (October
2005). In the Partnership and Cooperation agreeartiote 65 deals with energy
relations and it states that the cooperation iredutimprovement of the quality

%5 Source: Europe’s Energy Portal, May 20hitp://www.energy.eu/#dependency
% Cf: Aalto Palmi: The EU-Russian energy dialoguerdpe’s future energy security, 2008
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and security of energy supply”. Anyway the PCA deals several areas of
cooperation with Russia and so it was not sufficfen such an important topic
like energy. Thus the energy dialogue has beenlaes®, taking art.65 of the
PCA as the basis for improving cooperation andgirstgon. In fact integration of
energy markets has to be the principal aim of tergy partnership. It has also
been mentioned by the responsible for the energyoglie, the Directorate
General of Energy and Transport of the European r@ission that this dialogue
must not be perceived as an attempt against progatganies, on the contrary the
private sector will maintain its freedom, afterthié EU has always acted in order
to grant the free concurrence and the free cirouladf goods. The role of the
institution is more to supervise and define theitjgsl that can better grant
cooperation and secure the energy supply for Eylepeging all the practical and

technical issues to the discretion of the privaters>®

Numerous have also been during the years after #000round tables” that
discussed about several subjects related to etikeggas or energy. The need for
both parties to remain constantly informed aboet IHtest news concerning the
energy sectors explains why these encounters aregoent. As explained
before, when dealing with energy, changes can cmon#pletely unexpected and
affect the various parties involved either in aifpos or in a negative way, but in
any case every development has to be immediatelyygine interested subject so
that it can set up the measures best suited foingewith it. The dialogue
between Russia and the EU has continued also eraefields, for example with
Europe aiding Russia for its admission in the W@ also for the ratification of
the Kyoto, that has been done in October 2004 antedater in force in February
2005. Another initiative taken by the EU has be&e fpromotion of an
“Observation System for Oil and Gas Supply”, whpsepose is to monitoring

the effectiveness and efficiency of the suppliesl dhe application of the

" Cf: Haghighi, Sanami: Energy security: the exteegal relations of the European Union with
major oil and gas supplying countries, Modern Stadin European Law, 2007, p.344
%8 Cf: ibit, p.345
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legislation. The purpose is also to bind Russithi® observations system in order

to ensure a major transparency and security foettleegy supplies’

Two other fields have to be taken into consideratioth regards to the Euro-
Russian energy relations, namely technologies #inthte investment in Russia.
Cooperation and exchanges are particularly demaindigse areas, since Russia
needs to modernize its industries and infrastrestand transport networks, gas
and oil pipelines comprised not to mention the mmmnental standards that leave
much to be desired. So cooperation can be of miserfit for both actors, for
Russia for the aforementioned reasons, for Eur@gause a modernized Russian
pipeline network will ensure more efficient suppliewithout forgetting the
improvements on the environmental side which arenafual benefit for alf’
Contributing decisively to the improvement and thedernization of Russian
infrastructure would also permit the EU, accordiag?awel Swieboda, to “shift
the debate from energy solidarity from vacuousatetto practical action” and
“should also encourage the construction of moreeraunnections between
national power and gas markets so that those deanthat rely heavily on
Russian gas ( most Central and Eastern Europeantrizs) and electricity (the
Baltics) are better linked to the wider Europeanmket’*

The importance of reasoning on European instegdsbiational terms is shown
to pragmatic and rational. These measures have seén for the advantages they
can bring in the long term, which is the case tarhsimportant enterprises. It has
to been said however, that “about 14% of the 1krADQas pipeline network is
overdue for replacement, and 80% were in urgend néenaintenance.” And that,
“according to an estimate from “Russia’s Energwteigies before 2020,” by 2020
Russia will need about 480-600 billion US dollansimvestment to support its

entire energy econonfy.Even with its advantages the cost will be higheie! It

%9 Cf: ibit, p.346

60 Cf: ibit, p.347

®1 Cf: Pipelines, politics and power, the future &f-Russia energy relations, Centre for European
Reform, p.9

62 Cf: Jian, Cheng: Relations between Russia andfuirom the Perspective of Energy Strategy,
Heft 150, Hamburg, February 2008, p.13
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remains also to be seen with Europe’s growing rfeecenergy if Russia will

always be able to cover always its demands, comsgl¢he aforementioned
weaknesses and inefficiencies and the need to @sviaternal demand of oil and
gas. In any case the need for modernization anease in efficiency is surely a

priority for the future of the Russian energy intlys

Of course not always has the cooperation betweeraid) Russian Federation
been without contrasts where the two parties caotdind a common agreement
or where it went against the interests of one efrthas with the issue of pipelines
like south Stream and Nabucco, or the ratificatodrthe Energy Charter. Not

always has been the Common Strategy on Russia etblwy success. In many
cases it has remained too vague and failed alsaubecof divergent interests of
the member states. In recent years there haveibedents of a certain entity that
had a negative effect on the EU-Russian relatiQasises of attritions were not
automatically related to energy issues. Especdiyng Putin’s presidency there
have been contrasts with some European statesPldtand, which had for

historical reasons often taken an anti-Russiarcetan

The division within the EU at the time of the war Iraq of 2003 had also its
repercussions. Russia had taken position agaieswdr and in the following
years the attitude towards the West was markecdkbgral contrasts. Also Putin’s
authoritarian rule was disliked by public opinidnsEurope, like for example in
the case of the so called “Yukos Event” in 2003emhthe Russian government
managed to brink this important oil and gas compenpankrupt and send its
owner, the oligarch Mikhail Khodorowsky, into pristvecause of its anti-Putin
stance. For this action Russia has been condemn2d05 by the Parliamentary
Assembly of the Council of Europe with the Resaintl418 (2005Y.

There were then countries like Germany that uniderchancellorship of Gerhard

Schroeder pursued an overtly pro-Russian policyedinat constructing a

83 Cf: Council of Europe: Resolution 1418 (2005), Bireumstances surrounding the arrest and
prosecution of leading Yukos executives,
http://assembly.coe.int/Main.asp?link=/Documents/pigd Text/ta05/ERES1418.htm
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“strategic partnership”, which was also pursuittie field of energy through
bilateral agreements that went often against tte¥ests of other European states,
especially the Eastern countries which lie nearsRusThe most prominent
example is the project for the “North Stream” gapefpne that should be
completed in 2012. The pipeline will transport gadisectly from Russia to
Germany through the Baltic Sea while skipping otbeunties like the Baltic
States or Poland. This pipeline shall have a trang@apability of about 55 billion
cubic metres/year and has been built by a grougarmhpanies formed by
Gazprom 51%, BASF/Wintershall 20%, E.ON Ruhrgas 2@asunie 9%’
Shortly after the end of its chancellorship Schevedias nominated by the
important Russian gas consortium “Gazprom” head tlod shareholders’
committee of North Stream AG raising much criticiSmUnder the actual Angela
Merkel the German government has continued to stupip@ North Stream
project, although lessening the overtly pro-Russtamce of her predecessor, who
even arrived at defining Vladimir Putin as a “flast democrat” on 22 November
2004 during the “Orange Revolution” in Ukraiffeand rejecting a proposal for a
special partnership with Russia, but on the Europgde a common position
towards Russia has still not be reached.

Without forgetting the importance of maintainingogorelations with the Russian
Federation, it has to be reminded that one of Eisogoals has to be to diversify
the sources of its energy imports. Following thashpone important project is the
one developed by the non-profit organisation kn@sn“Desertec Foundation”,
which aims at utilising on a massive way solar gpehrough building extensive
nets of solar plants in the desert in order toiaokdahuge quantity of energy from
a renewable source that in the intention of themmters should reduce drastically
the problem of energy demand. Of particular inteieshe projects related to the
“Region EU-MENA”, an area that encompasses theitdéeyr of Europe, the

Mediterranean and North Africa. A network of scist® and industries from

% Source: Europe’s Energy Portal, May 20http://www.energy.eu/#non-renewable
%5 Cf: BBC News : Schroeder attacked over gas posteber 2005,
http://news.bbc.co.uk/2/hi/feurope/4515914.stm

% Cf: Spiegel Online International: From Russia withe, September 2009
http://www.spiegel.de/international/0,1518,3738830m|
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several of the interested countries is workinglaa ambitious project:lti 2009,
the non-profit DESERTEC Foundation founded the gtdal initiative Dii GmbH
together with partners from the industrial and fice sectors. Its task is to
accelerate the implementation of the DESERTEC Qunoe the focus region
EU-MENA. A long-term objective is to be able to meaeconsiderable part of the
increasing electricity demand of MENA countries andaddition to that, to cover
about 15 percent of Europe's energy demand witng@wer from deserts by the
year 2050 The Sahara will be the place where the solar plavits be
constructed arriving to the establishment of anemoéd network that will
encompass the whole region from North Africa tilir&pe providing the much

needed energy.

These at least are the expectations, since readiiyd be different. The recent
disorders and uprisings that are affecting a goad pf the countries in North
Africa and in the Middle East represent a destahtj factor of considerable
relevance that in the case of Lybia has degenemtadituation of open conflict.
With these premises it has become of course mugk difficult to implant such
an ambitious project like the one envisioned by ddex Foundation. Basic
requirements such as peace and stability are lgckiot to mention a readiness
for cooperation from side of all the involved caued. Now it is still early to have
a clear idea of how the situation in the Arab caestwill develop, either in a
negative or a positive way. But the possibility ¢ontinue with this project
depends from it.

It seems however by reading some of the most rezéintes about this topic, that
there could be some good ne®®espite the troubles it seems that building plans
are continuing, with the construction of the figstar plant in Morocco starting in
2015 followed probably by another in Tunisia a doynhat, differently than its

neighbors like Algeria and Libya, is relatively poaf natural resources like oll

67 Cf: Desertec Fundation: The focus region EU-MEN®#ip://www.desertec.org/en/global-
mission/focus-region-eu-mena/

% Cf: O’Dongue, Allegra: Revolution offers a rayhipe for solar energy, Al-masry Al-Youm,
March 2011 http://www.almasryalyoum.com/en/node/381774
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and gas. The demand of energy in this region iselwewstrong, also because it is
needed for the industrial development of the coestin North Africa. This
explains why the series of revolts and insurredtitrat are affecting the region
have seemingly not undermined the will to contithie very ambitious project. It
remains to be seen how the situation will devefofhe next months and years. In
the case of energy policy, predictions are almogtassible to make, since a

single event can have an unexpected effect on alestiver area¥’

Besides North Africa and the Middle East anothgraie that is rich of fossil fuels
is Central Asia. Once part of the Soviet Unionsthegion is now formed by
several independent countries that, especiallyhim ¢ase of Kazakhstan and
Turkmenistan, house considerable oil and gas resEhThe access to these
resources is of great importance for Europe. Tli@&=s#ral Asian states managed
to profit from the power vacuum caused by the digsmn of the Soviet Union to
establish themselves as new sovereign countriggguagh they are still part of the
Community of Independent States, like the formevi&orepublics of Caucasus
(Georgia, Armenia and Azerbaijan), which also payery important role in this
“Great Game “of energy, since they are in a stratpgsitions, between Central
Asia and Europe, between the Caspian and the BBaek Azerbaijan itself is an
important oil producer; the region of Baku itsdffull of important oil fields and

has been it since the early days of the developuofehe oil industry.

The Caucasus is also the region where the “Nabupg@line has to be built,
enabling the EU to receive gas from Turkmenistamhout passing trough
Russian territory and thus reducing its energy ddpece from Moscow.
Naturally from Russian perspective this plan iswad negatively for the
aforementioned regions, we should not forget thspeeially under Putin’s
Presidency energy represents for Russia a prirsahyof foreign policy. And thus

the construction of a pipeline that brings eneyards Russia’s most important

89 Cf: Wustenstrom aus Marokko und Tunesien, Sci€at, 12.04.2011,
http://science.orf.at/stories/1681181/

0 Cf: U.S. Departement of State, Background Notekienistan, Bureau of South and Central
Asian Affairs, October 2010http://www.state.gov/r/pa/ei/bgn/35884.htm#econ
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economic partner without having any influence onsitnot accepted without
complaints. Much more favoured by Moscow is the utBoStream” project,

developed by Gazprom together with the Italian gyperonsortium ENI and

announced on the 23 June 2007. The objective isdhstruction of a pipeline

that brings natural gas to Europe from Russia pgssnder the Black Sea and
then through the Balkans.

Also in this case a lack of cohesion has been shivem the side of the EU-
member states. As mentioned before, despite tloeteffinade by the institutions
and the Commissiom primis to establish a common energy policy, the decisiona
power still remains in the hands of states and gowents. If a state decides to
follow a particular policy in the energy sectokelifor example improving its
nuclear capabilities it has not to ask the perrors$d Brussels to do it. And that's
the case for the agreement with Russia, North Streen be of course profitable
for Germany, but not for Poland or the Baltic S¢dtand also the Nabucco-South
Stream confrontation has its gainers and losemgih the outcome and the
results are still uncertain. Due to its energy pouReassia is seen in Europe either
as a threat, or as an unavoidable partner, or both.

Returning to the Central Asian and Caucasian stétéss also to be reminded
that they are situated in a geographical area Khagécow still considers for
historical and geopolitical reasons its personehalf influence. Thus under Putin
Russia has made several attempts to regain tHisende the prestige and the
status of great power it had in part lost after fddeof the Soviet Union and the
years of decline of the Yelstin presideriéyAnd this concerns of course also the
energy issue. It remains to be seen if the EU mdhage to establish good and
stable contacts and effective agreements with timegertant fuels exporters or if

this extremely lucrative market will be monopolizeglthe Russian Federati6h.

"L Cf: Trenin, Dimitri: Pipelines, politics and powehe future of EU-Russia energy relations,
Centre for European Reform, p.20

2 Cf: Barysh, Katinka: The EU’s new Russia politgrts at home, Center for European Reform,
briefing note

3 Cf: Vinatier, Laurent: : Les Relations UE-Russ$#nscou pose ses conditions, Notre Europe,
Etudes & Recherches, Policy Paper no°20, March 2026
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Again the outcome will depend by the capabilitytbé EU to act as a single
subject, but to do this the EU capabilities shdugdreinforced at the expense of
some relevant part of the states sovereignty. gpbaed with the introduction of

the Euro, where the important decision made by sstates of renouncing at their
national currency, one of the symbols of sovergigwas made. But it seems that
now EU-members are not ready to further renouncet.tdn order that the

partnership with Russia is set up on an equallfitplde basis for both actors the

European Union has to overcome these obstacles.

2.3. Russia’s energy policies and strategies

The Russian Federation is considered to be pathefso called “emerging
countries” like China, India and Brazil (also knowa BRICS). These countries
have been experiencing in the last years a vermgngtreconomic growth,
especially when compared with that of the develogtates that have to face the
arrival and presence of these new and dynamic .ciorthe international stage.
After a period of decadence under Yesltin during #9s and after the financial
crisis of 1998 Russia experienced a high GDP iseresith an average annual
growth of about 7% that lasted till the world financial crisis of Z00when it
experienced a decline that lasted until 2010 wheadovered and is considered
now to be at about 4, 5.

Under Putin and Medvedev Russia has made substampaovements and
regained part of the power it has lost with thé d@lthe Soviet Union. Maybe it
would be better to define Russia more as a “re-gmgrcountry”, since although
it shares similar characteristics with the aforetiogred states, it is also true that it

has been one of the major European and then wankers form the times of

4 Cf: Petro, Nicolai N.: The Great Transformatibfow the Putin Plan Altered Russian Society,
ISPI Policy Brief, N.132-May 2009, p.1

5 Source: Trading Economics: Russia GDP Growth 4120,
http://www.tradingeconomics.com/Economics/GDP-Gilnaspx?Symbol=RUB
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Peter the Great till the end of the Soviet Unidmattwas during the Cold War
together with the USA the only remaining superpoeed the second economic
power. If during the 90s there were great hopesexmectations that the newly
independent Russia would have been fully incorgarah the Western world.
With the rise of Vladimir Putin it has however bew® clear that Russia has
maintained its imperial ambitions and is not prook accepting external
interferences in what it considers its own affafréf the strength of the Soviet
Union was in its military and especially in its fesr capabilities, now it seems
that the new tool to conduct an ambitious and imyr@ases aggressive diplomacy

and foreign policy has become energy.

In a world where the demand for energy is constantireasing Russia has the
means and the capabilities to be an energy superpofihanks also to its
enormous size the land houses massive amountstwfihaesources, especially
with regards to natural gas reserves that amount@@09 at about 43.30 of the
world’s total. Russia is with the USA the most impat gas producer with a
yearly production that reached about 601, billiabic meters in 2008; the effects
of the crisis has been felt also in this sector thedproduction declined to 539, 6
billions in 2009.In any case Russia remains theomgas exporter with about
174, 72 cubic meters exported in 2009. Of greatom@mce is the oil sector. In
fact Russia houses also a relevant part of thedigooil reserves, being placelf 7
with about 75, 3 billions barrels, while in 2009pitoduced some 10,233 barrels
per day, even more than Saudi Arabia, althoughdh&nges form year to year,
while with regards to oil exports it ranks secofigéraSaudi Arabia with an export
ratio of about 5,294 crude oil barrels per daps is showed by these statistics,
despite the breakdown of the Soviet Union and tallnegative consequences,

Russia managed to maintain a strong energy industry

With such impressive energy capabilities at dispdses natural that they can

bring many advantages to Russia’s ambitions. Alyeadder Yelstin great

6 Cf: Alcaro, Riccardo, Alessandri, Emiliano: Rets®g US EU-Russia Relations- Moving
beyond Rhetoric, Istituto Affari Internazionali, Bamenti 1Al 09, July 2009, p. 20
" Source: Europe’s Energy Portal, May 20http://www.energy.eu/#non-renewable
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expectations were placed on the energy industrgesin could contribute
significantly to the country’s development. To &dith an effective energy
strategy has been regarded as a fundamental stepdsyan presidents. In August
2003 “The Energy Development Strategy of The RusBederation before 2020”
was approved in order to establish the guidelimeshe future. The strategy is
intended to be of broad amplitude encompassingrakeaecas in order to be the
most effective. One central aim is the improven@neénergy efficiency, so this
means that the sector needs a series of improvementhe structural level that
will permit to reduce the costs, increase the itrthisand managerial capability,
thus permitting a more efficient sue of the researand a major competitiveness

on the international market.

The strategy should also bring to a reduction eféhvironmental impact as well
as to realize the concept of sustainable developnsemething that Russia has
not cared too much about until now. It is expedtet till 2020 the country will
envisage, thanks to this strategy, a relevant GIdrease that in the best case will
be of about 4;7% to 5,2% per year, while in morespaistic scenarios will not be
above 3,5%, and a positive economical growth, wogdtting a rising of the
internal energy consumption rate. Much is investedhe development of the
natural gas and oil sectors, better profits shbelanade through improvements of
the subsoil use and an of the taxation system. édilser sectors of energy have to
be improved, like the hydroelectric, the thermat ghe nuclear; these three
should achieve in the best previsions a power geioer capability of about 1375
TW by 2020”° The immense size of the country and its territaaied regional

diversity means also that the energy strategyfisrént from region to region.

In the European part of Russia for example is @dno maximize the
development of nuclear plants, it seems that despé disaster of Fukushima in
march 2011 Russia does not intend to put an hatstouclear program, which

goal had been prior of the catastrophe “to increasdraction of electricity from

8 Cf: Mastepanov, Alexey M: Energy Strategy of thes§lan Federation to the year 2020
79 ‘i
Cf: ibit
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reactors to 25 to 30 percent by 2030, from 16 percew.®® Anyway the
existing plants will be tested in order to checleithreliability. Also the
construction of coal fired thermal plants is engiea, which is also the case for
Siberia, where emphasis is given to hydro enetgy Russian territory comprises
many important rivers of relevant length and watapacity, enabling thus the
utilisation of this renewable energy source. Fer Har East ameliorations for the
utilisation of all the aforementioned energy soarege planned to be covered.
When thinking about Russia and energy the most&ypmage of it is essentially
that of an energy exporter dealing with neighboountries and other foreign
powers, while forgetting that there is an intemeéd for energy too. The energy
strategy does cover both the internal as well asettternal energy market. As
mentioned before Russian governments, especialllin’®u give a huge
importance to the energy sector as a way to acleewaomical prosperity and
growth for the countr§*

This work is mainly focussed on Russia and Eurdpé, while dealing with
Russia is interesting also to examine the stradefgiédowed by it that concern also
an extra European space, without this meaningttiegt have no impacts on the
relations with Europe. Europe remains and most gisiybwill remain Russia’s
biggest market for the up foreseeable future, bistdoes not mean that there are
not other countries with which Russia has estabtigbartnerships with regard to
the energy sector. Of particular importance are Hast Asian countries like
China, India, South Korea and Japan, which reptetism main market for
Russia’s energy exports in the region. China ardlalnn particular can be
considered two promising markets for energy exper@nce they are both
countries with more than one billion inhabitantsatthare experiencing an
impressive economic growth and industrialisatiomiock means an increasing
need for energy. Important investments and reguiatiare then needed to

improve the infrastructural capabilities of the gy networks towards these

80 Cf: Wald, Matthew L.: Russia to Test Nuclear Pédfiair Ability to survive quakes, New York
Times March 24, 2011http://www.nytimes.com/2011/03/25/world/europe/28ear.html? r=1

81 Cf: Pipeline politics? Russia and the EU’s bdfttieenergy, Euractiv.com, latest update January
2009,

http://www.euractiv.com/en/energy/pipeline-politiesssia-eu-battle-energy/article-177579
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countries, in particular in the region of East Si#ewhich houses important oil

and natural gas reserves.

This increase of countries with pressing energydsaeman be considered positive
and lucrative for Russia, but from the other sidleemains to be seen if the
country, despite its huge reserves will manageatsfy their demands while
facing the European demand and its internal needs.the moment however
“Russia lacks the resources and time to re-ditsgbipeline system — which runs
west — to China and Asia, as some féarEurope will remain Russia’s first
costumer. Most probably in the next years an audatien of prices has to be
taken into account, if new important reserves ap¢ discovered. Surely to
maximize its capabilities Russia need to moderrsird rationalize its energy

industry.

China however, while representing a promising epengrket, poses also several
problems due to the fact that Russia shares pats &iberian border with it. The

dramatic population decrease from Russian sidepBhaontrasts with the huge

population of its southern neighbour. Especiallyhe Far East there are growing
fears of an increasing Chinese penetration fromMbachurian border, although

the population decrease in the region makes thateSé immigration is much

needed for the futur®.

Another region that in the last years has drawn itherests of the Russian
Federation is the Artic. The reasons are sevehd: ihcrease of the global
temperature has reduced the surface of the icendrtioe North Pole which
encompasses a relevant part of Russian territoraérs. If these remain free
from ice, probably in the next 20 years this aréthe Artic Ocean will become
open to commercial shipping; it means that Rusaratake advantage from the

fact that the mythical North-West Passage is finallreality. This new route

82 Cf: Alcaro, Riccardo, Alessandri, Emiliano: Rets®g US EU-Russia Relations- Moving
beyond Rhetoric, Istituto Affari Internazionali, Bamenti IAI 09, July 2009, p.9

8 Cf: zayonchkovskaya, Zhanna,: “Chinese ImmigratimRussia in the Context of the
Demographic Situation’http://gsti.miis.edu/CEAS-PUB/Zayonchkovskaya200B09df
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seems to have several advantages compared tohdreatdssical maritime transit
ways like Suez and Panama in terms of distancdarandport costs, and thus an
increase of sailing activity in the Artic can bepegted in the foreseeable future.
The region is considered by Russia of crucial ingare also and mainly because
of the unexplored resources that lie under the issgems that “Artic resources
account for about 22% of the undiscovered, tecligicacoverable resources in
the world: namely 13% of the undiscovered oil af$03of the undiscovered
natural gas” and also “that most of the gas (608#)ich is the predominant
hydrocarbon resource in the Artic region, lies ire tRussian sectof® This
explains why Russia has such an interest in tlg®ne However to be able to get
to this resources is another matter, it has toele@ & the country disposes of the
adequate resources and technology to obtain potdigains. These deficiencies
were already mentioned before but in this casee@bmes apparent that Russia
needs the cooperation of the West in order tolfitdfigoals in this specific sector.
The problem is that with the global crisis of 20&se projects could be too

expensive.

Due to its richness hidden under the surface of Aec Ocean Russia is
interested to claim influence over as much as ptessif the area. For this reason
Russian scientists are trying to prove that theetsgh mountain chain known as
the Lomonosov Ridge is the extension of the Sibedantinental platform. In
2007 a Russian undersea expedition planted thenadtilag some 4000 under the
North Pole, as a gesture to claim the area for fhem

The region is particularly rich of hydrocarbons wasell as precious metals.
Because of this Russia tries to claim it for itselit this view is of course not
shared by other countries like Denmark, Canada,cdrmburse the USA which
also share part of the artic waters in their narthgorders and will oppose to
Russian attempts to monopolize the area, sincei&Risssot the only country that

looks at the riches of the Artic with interest. Tineed for energy resources has

8 Cf: Penkova, Tomislava: Russia in the Artic rd&®! policy brief, N.124-March 2009, p.1
8 Cf: Georgescu, loana: Artic Geopolitics-The Tire & New Regime, Centre International de
Formation Européene, Institut Européen des Hauiedes Internationales, 2009-2010, p.8
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made that also the Artic has become an area ahatienal tensions, although it

is still early to know how the situation will dewgl.

After having analysed Russia’s energy policy arrdtsgies on a more general

way, it is time now to focus on its strategy towsatide European Union.

2.4. Russia’s energy strategy towards the EU

Russia’s behaviour has been, when regarded witbpean eyes, often enigmatic
and complex. Despite the many efforts made sinedithe of Peter the Great to
adequate the country to (Western) European stasd#&dssia remained still
something foreign; also the years of the Sovietodrand of the Iron Curtain
contributed to this sense of separation and nsstthat continues in part still
nowadays, especially during the Putin presidentye Russian president himself
affirmed once the Russian sense of belonging t@fauby saying that “In terms
of spirit, history and culture, Russia is a natunaémber of the European
family.”® Still there has been during several periods ofsRushistory a division
between those who feel more attracted towards WeBigrope and its values an
those, sometimes known as Slavophils or Eurasgmigio feel that Russia has an
own distinct identity separate form the rest Europe paraphrase Dostoevsky in

Europe Russians have been seen as Tartars anéhinsAEuropearf€.

What is sure in any case is that at our preserd Europe is for Russia a subject
of main importance, the EU is Russia’s most impurtaading partner and for
what concerns energy its principal importer. Durithg post-soviet time the
amount of contacts and relations has increasede slaring these turbulent years

the newly born Russia Federation was in urgent éea@pitals and investments

8 putin, Vladimir: Europe has nothing to fear fromsRia, Financial Times, 21 November 2006,
http://www.ft.com/cms/s/0/ddc234d6-7994-11db-9086a@7 79e2340.html

87 Cf: Gomart, Thomas: Quelle place pour la RussiE@mwpe?, Questions internationales, n° 27-
septembre- octobre 2007
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from the WesE® The mutual advantages that could be gain wereeavith the
field of energy. Philip Hanson speaks of a mutugpahdence between the two
powers; Europe needs Russia’s oil and naturalwghe Russia needs Europe’s
capital. During the 2006 G8 Summit in St. Peterglttie Declaration of Global
Energy Security was made. According to its dispas#t Russia and the EU
would have liberalized their energy markets whibere would have been an
expansion of European investment in Russia. Thikesiéhem closely bounded
one to the other, but this partnership remainsaitbiout concerns expressed from
both sides. If Europe is worried about to rely moch from one supplier, Russia
would also like to diversify more its importéts.

Under Putin energy has become the key strategging Russia back to a position
of strength and influence on the international legad sometimes an aggressive
use of it has been made by Russia, like when é@atlened Ukraine in the time
after the Orange Revolution of 2004. One of theswoea of the sense of insecurity
that followed the events in Ukraine is that abod%8of the Russian gas passes
trough Ukraine and so an energy crisis in this aedgnas effects on a much
broader territory. In these years there were séwksplays of strength made by
the Kremlin against its neighbours; when Russisedithe energy prices in 2006
and 2007 for Georgia, Ukraine and Moldova, eveiviag at cutting temporarily
off the supplies for Ukraine in 2006 and Belaru@®7. The effects of this move
were felt also in Europe, where several countrigfesed form oil and gas
shortages, in some cases with a fall of the supfletween one quarter and one
third *° At the end both Ukraine and Belarus compromiseth Wussia, but from
European side Russia’s reliability was put into gjioen and the need to further

diversify their energy imports was again put iatedence’

8 Cf: Cheng, Jian: Relations between Russia andfuirom the Perspective of Energy Strategy,
Hamburger Beitrage zur Friedensforschung und Sighspolitik, Heft 150, Hamburg, February
2008, p.19

89 Cf: Hanson, Philip: Russia and Europe are doomemoperate, “Russia in Global Affairs”,

N°1 January-March 2008, p.1

% Cf: Keukeleire, Stephan, MacNaughtan, Jennifdre Foreign Policy of the European Union,
the European Union Series, p.241

%L Cf: Cheng, Jian: Relations between Russia andfeuirom the Perspective of Energy Strategy,
Hamburger Beitrage zur Friedensforschung und Sighspolitik, Heft 150, Hamburg, February
2008, p.35
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Until now there has not been a crisis of such seness between Russia and EU
that brought to a new Cold War, despite the happgerof events like the
Ukrainian-Russian gas crisis in 2006 and the GaargiWar in 2008 that
undermined the good relations between the two sicidespite from a political
perspective during the last years there have besty montrasts between EU and
the Russian Federation, it seems that on the éikkhergy cooperation the trend
remains positive, probably due to the fact thatrgyes a sector of such
importance, probably the main issue for the futtihet does not allow the two

parties to take it superficially.

The case of Ukraine is interesting; after the OeaRgvolution in 2004 the new
government presided by the duo Viktor Yushenko ‘dalia Timoshenko took an
overtly pro-western stance arriving even to demidkdiine’s entrance in NATO,
which went against the interests of the Kremline Tiext years would have been
marked by governmental instability and energy srigiith Russia who used
energy as a weapon to impose its will and its erlte in Ukraine. The former
allies Yushenko and Timoshenko became rivals, Wiehlatter becoming part of
the new government coalition of the pro Russiantikyanukovich after the
elections in 2007. In 2010 he would have won adhm elections, defeating
Timoshenko by a small margihFor Russia this result can be considered positive
since it hindered NATO attempts to include Ukraimehe organisation have not
succeeded and the presence of the Russian Bladke$ea the Crimean harbour
of Sevastopol will be extended for the next 25-3@arg’> In exchange
Yanukovich got a 10 years discount for the gasepnichich should grant a profit
of about $40 billion over the following decades. &/lemains questionable is
who will take profits of these gains and if cedswgch an important naval base as
Sevastopol is to Russia favours Ukrainian interestsas to be interpreted has a

sign of submission towards its strong neightBur.

92 Cf: Fisher, Sabine: Has the EU lost Ukraine?, A®8lysis, Februaryy 2010, p.1

% Cf: Torreblanca, Jose Ingnacio: Russia is shiftlgropean Council on Foreign Relations, 1
June 2010, p.1

% Cf: Emerson, Michael: President Yanukovich’s Dulsideal, Center for European Policy
Studies, May 2010, p.1
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A major source of concerns from European side &s dhpability of Russia to
ensure these for Europe vital energy supplies. Russian production of
hydrocarbures should continue to rise until 203@nvit is expected to stabilize
itself, so it is important to maximize the prodoctiand the efficiency of it.
Among the main European investors in Russian teyrithere are major countries
like Germany, France, Britain and Italy, whose camips invested much in
important sectors of the Russian industry thatnisgreat need of technical
improvement® For the energy industry there have been imponaoiects like
those on Sakhalin Island and the Kovytka gas fiéll.get the access to new
technologies produced abroad Moscow must possesgaiitical and diplomatic
ability to encourage and incentive foreigners teest directly on its territory.
This foreign participation is necessary for the elepment envisaged by
“Russia’s Energy Strategy”. From foreign side amgbarticular European side, as
mentioned before, there is a strong interest tosvamdesting in Russia. In the
case of the energy industry that can lead to ae@adpn that bring benefits to
both sides. In fact here lies one of the main mois, namely that foreign
investors are hindered by barriers placed agaimsttdinvestment from abroad
despite declarations of openness from governmesitel

The Kremlin’s attempts to strengthen Russia throagburing that the country
remains as much independent from outside interéeres possible shows in this
case its weaknesses. In the era of Globalizatienqtite difficult for a country to

be a protagonist on the international stage winyimg at the same time to avoid

ties with other international actors in fields likede, business, and of course

energy’®

One area in which cooperation between EU and Russiabe profitable and

constructive is that of energy efficiency. As expéal before in the next years the

% Cf: Trenin, Dimitri: Pipelines, politics and powehe future of EU-Russia energy relations,
Centre for European Reform, p.18

% Cf: Cheng, Jian: Relations between Russia andfeuirom the Perspective of Energy Strategy,
Hamburger Beitrage zur Friedensforschung und Sighspolitik, Heft 150, Hamburg, February
2008, p.21
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global demand for energy supply will raise condtargnd this will affect
importers as well as exporters, with rising of pa@nd need to assure a constant
supply. In this optic energy efficiency plays a keye in maximizing the gains,
reducing the costs and by assuring the well-funatig of the supply system. This
remains a quite recent topic that has still to égvento something more concrete,
but it seems that its importance has been recogrbizethe interested parties.
According to researcher Vadim Kononenko “Russiagegnment has given its
energy efficiency policies a hard push forward; tilew policy initiatives are
being driven largely by the imperative of technatad) modernization and rising

prices at home”.

From Russian side it is demanded that the goverhfagaurs a series of policies
and legislatives acts that permit an implementabbrihe right conditions for
obtaining energy efficiency, while the EU can cdnite through the transfer of
the technologies needed for it. In 2009 a legstatn energy efficiency has been
adopted by the Russian Federation that has beeardext) positively as an
important step towards closer and for both profgatmoperation, although it has
also to be said that the issue of energy efficidraxy been discussed already since
2000 with the start of the Russia-EU energy diado§uMore recently however

little has been done from Russian side to imprareetely the situation.

In the last years the situation seems to have @thmgth President Medvedev
recognizing the importance of energy efficiency Rarssia and for its capability
to be competitive. Under Medvedev great importahes been appointed to
modernization, recognizing the fact that Russia hamained backwards in
several key sectors like industry and technologye Tinancial crisis of 2008
spread also to Russia, with negative consequencdkd country. The attempt of
Putin to exalt Russia’s independence from outeerfatence did not save the

country from being involved in a crisis that cobtriied to reveal the structural

" Kononenko, Vadim: Russia-EU Cooperation on Enéfiigiency, The Finish Istitute of
Foreign Affairs, Briefing Paper 68, 16 November @0a.2

% Cf: Kononenko, Vadim Russia-Eu Cooperation on Eydifficiency, The Finish Istitute of
Foreign Affairs, Briefing Paper 68, 16 November @0p.3
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weaknesses of the stdfteln the case of energy export the fact that theofesn
countries were in economical difficulties reduckd demand for fuel; since under
Putin energy had been a cornerstone of its poligth the effect of relying too
much on it at the expense of other sectors of Risssconomy that were in urgent
need of improvement and modernization, this evead h negative effect on
Russia’s economif?

This explains also the change of policy made byshiscessor Dimitri Medvedev
to focus more on modernization of the country’sustdy and on technological
improvement as it suits for a developed countryergwn efficiency is also part of
Medvedev's strategy to modernize Russia. A newslagjon from 2009 has the
goal to improve the legal framework and to impleimehat is provided on the
paper on a more concrete way than before. Ruleéaxation, efficiency standards
for buildings and structures are comprised in kaggslation. It is important then,
according to this logic, to reduce the consideradmieount of wasted energy,
especially in the case the case of public buildiagsl households, despite
subsides there has been an increase of pricesfioestic consumers, and it has to
be mentioned again that inefficiency of the enengsastructure is cause of losses
and scarce performance that has a negative efieRussia’s economy td§!

In fact, despite the potential advantages that denive from implementing an
energy efficiency policy, it will not be an easyskato overcome the several
obstacles that stand before it. These problems atoonly have to do with
outdated infrastructures and lack of new technekgbut also with a too rigid
bureaucratic and administrative structure that mmakeifficult to implement the
required legislation. Too many decisions in Russeataken top-down, probably a
heritage of the soviet time. This makes the implatatgon of the needed policies

slower and less effective. Also the level of awassnabout this subject by most

% Cf: Giusti, Serena: La crisi economica in Russiglicazioni e prospettive, ISPI policy brief,
N.134, May 2009

190 cf: Russia’s economy under Vladimir Putin: achieesats and failures, Rianovosti, March
2008, http://en.rian.ru/analysis/20080301/100381963.html

101 Cf: Kononenko Vadim: Russia-EU Cooperation on BgeEfficiency, The Finish Institute of
Foreign Affairs, Briefing Paper 68, 16 November @0p.4
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of the people is quite low and not really underdt@md so there is not a real
participation from the bottom in favour of energgvig measures. Cooperation
from side of the EU would be much needed, espgciall terms of skKills,

technologies and capital, but one consequencesdadtibvementioned deficiencies
of the Russian apparatus, beside the obvious danmmsblems, is that investors
from Europe are less attracted by the Russian rmaské could be with the right

conditions.

From European side several documents concerningugprojects have been
signed in the last years, either on a bilateramaitilateral way. According to
Kononenko “The EU-Russia structures can focus om liarmonization of
standards, and the transfer of best practices arggnmanagement, whereas
bilateral programmes can be geared towards the pEaro companies and
specialists in the Russian market and vice ver§a.For the various companies
interested in investing in Russia the support efrthational state can be helpful
for them in terms of acquiring the licences andifteations needed to operate on
Russian soil, although it can do less against titernal deficiencies of the
Russian system especially with regards to buretiaa#ficulties. One important
achievement in EU-Russian cooperation in energycieffcy would be to
facilitate the establishment of energy saving camgm(or ESCOS) in Russia, that
exist since many years in European countries apdcesly in the Scandinavian
states that have long experience in this sectdr tl8# obstacles to overcome are
many and it will take time until significant imprements are made and this form

of cooperation develops from pilot projects to stiitgy more concret&>

In any case the fact of being one of the most itgpdrenergy powers in the world
permits Russia to play internationally an importasle, and this is evident in its

relation with the EU. The need for cooperation wibrope is recognized as

192 K ononenko, Vadim: Russia-EU Cooperation on Enéifficiency, The Finish Institute of
Foreign Affairs, Briefing Paper 68, 16 November @0A.6

193 Cf: Kononenko, Vadim: Russia-EU Cooperation onrgpéfficiency, The Finish Institute of
Foreign Affairs, Briefing Paper 68, 16 November @0p.7
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essential, but one can asked if it is based onalemums and reciprocity’
Surely it has been problematic. The Georgian confhf 2008 brought to a
worsening of the Euro-Russian dialogue; there Wwasrpression that Russia was
conducting an aggressive foreign policy towardsh@ghbour, although it has to
be said that in this case the responsibility fa skart of the hostilities lied in the
hands of the government in Thilisi not of the Kraml

It is important however that the EU manages to aohd rational and responsible
foreign policy towards countries that lie on itsstean frontier like Ukraine,
Belarus, Moldova and the Caucasus states, on whogeries the majority of the
pipelines bringing Russian oil and gas pass thrpougthout leaving the initiative
only in Russian hand§® Europeans should not exaggerate about the thosatip
by Moscow on them with its energy power and suitljas to be avoided to
return to an atmosphere of Cold War, although tpgressive policy pursed by
Putin, while effective in many occasions, contrédzutto this perception of a
resurgent and dominating Imperial Russia. In fdctsitrue that Russia has
ambitions as a great power and wants to maintaiavin sphere of influence, but
it is surely not the only state acting in this wagd as Henri de Grosseuvre points
out, it seems that from a European perspectivefdlsisis not really considered as
if European observers and analysts would live datthis world and its history°
The lack of cohesion and of a common strategy sgmts an important weakness
for the EU when dealing with Russia and this faatspit often in a weaker
position as it should be considering the strengihd advantages a truly united
Europe can have when dealing with Russia. Afteritlieduction of the Euro
there has been a strong reluctance from side oEthenember states to give up
further relevant parts of their sovereignty to Bels. The fact that energy
represents one of the cornerstones of a stateisnaftinterests explains the

reason of the difficulty of setting up a commonrgryeoolicy.

194 Cf: Yastrzhembsky, Sergey: Trust not double stedslaVhat Russia expects from the EU:
Pipelines, politics and power, the future of EU-Blasnergy relations, Centre for European
Reform, p.39

195 Cf: Moshes, Arkady, Russia and Europe in the Afath of the Georgian Conflict: New
Challenges, Old Paradigms, Chatam House, REP BO#08kptember 2008, p.4

19 Cf: de Grossouvre, Henri: La Russie nouvel arldtreopéen?, Infoguerre.com, p.4
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From Moscow’s side there has been the tendencyeterpbilateral dealings and
agreements on the national level over the European since they can be more
advantageous and effective and permit Russia tobe#er its strength as an
energy power, where an important role is playedhieycountry’s principal energy
companies as Gazprom and ROSNEFT (the Russiammipany), a leitmotiv of
the Putin’s era. According to Cheng Jian the RusBiederation has managed in
the last years to improve and to enjoy the benefitiss energy diplomacy, with
energy substituting the military might of the Colthr and permitting the Kremlin
to maintain its influence on the CIS states andthsedivision of the EU for its
own benefits, without forgetting the advance towarthe Asian markets.
However, despite the obvious advantages deriviog fihis strategy, it seems that
its benefits are mainly for the short term whiletba long term it can prove to be
unable to achieve important goals and risky. As@dgexample for an ineffective
aggressive use of energy diplomacy is taken thewbetr of the OPEC countries
during the oil crisis of 1973 and the embargo agjdime Western countries. While
the latter reacted to this threat by diversifyiingit energy sources in order to
reduce their oil dependence and also by improvhmegr ttechnologies, the oll
producing countries did not made any attempts tderoze themselves and their

economy”’

The attitude of relying too much on energy to parfussia’s national interests
has also been a weak point of Putin’s policy anardehe risk that the country
becomes like one of these oil exporting states hef Middle East. Energy,

especially natural gas, is for Russia a sourceowfgp and a tool for its diplomacy
and foreign policy, but at the expense of a muatdad modernization that was
particularly felt during the financial crisis of @8. In this case the EU was in a
more favourable position towards Russia, especiglitymanaged to confront it

cohesively. Also Medvedev’s intention to modernRassia’s industry and not

rely only on energy exports seems to be supportedabts. His aim is an

197 Cf: Cheng, Jian: Relations between Russia andfeuirom the Perspective of Energy
Strategy, Hamburger Beitrage zur FriedensforsclunthSicherheitspolitik, Heft 150, Hamburg,
February 2008, p.32
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ambitious one and does not cover only the econdraictechnical side but also
the civil and political one. The modernization planvisages cooperation with
foreign countries and organization such as WTCherEU and on the domestic
level it is recognized that democratic institutiorsnain of scarce quality, the
excessive corruption and centralization have tadmrasted in order to enable
the growth of a more strong civil society. Objeétcdticism has also been the
excessive privatizations that affected Russia ammtributed to decline of the
country. Reforms have to affect legislation, taxatiand have to encourage
initiatives coming from the citizens. Of coursestlstrategy is very difficult to

realize and has encountered many difficulties @ststances and it is still early to

see real changé®

However energy geopolitics is very unpredictablel éimeir effects can be felt
worldwide. The series of revolts and conflicts tatected the Arab world in the
last months had influenced the EU-energy relatiaaswell and in this case
favouring again Russia after the setback of tharfonal crisis. The instability in
North Africa, especially in the case of the impattail exporter that is Libya,
now involved in a civil war, favours Russia as ananing reliable energy
exporter:® This can also have the effect to revaluate Pustdsce, with possible

consequences for the 2012 presidential elections.

More recently, the consequences of the nuclearsttafshe of Fukushima that
affected Japan in March 2011 did not remain coufittethat area’® Like at the

times of Chernobyl, the shock caused by the disdmstd a profound impact on
many countries, especially in Europe, where theleynpent of nuclear power as
a way to gain energy was put in question and, enctise of Italy abandoned. With
Fukushima the question is again posed, in GermangXample the government

wants to try to stop the oldest nuclear plantsraeoto check the results in terms

198 Cf: Pabst Adrian: Medvedev’s “Third Way”: The Uatized Potential. Mdernizing Russia and
Reforming Global Governance, Russia in Global AfaDctober 2010,
http://eng.globalaffairs.ru/number/Medvedevs-Thivdy-The-Unrealized-Potential-14997

199 Cf: Von Cerstin, Gammelin: Russland wirft EU “Eigieung” vor, Suddeutsche Zeitung Nr. 46,
25 Feb 2011, p.8

10 Cf: Impacts of Fukushima Crisis World-wide,EUAwsia Online, Mrch 2011,
http://www.euaustralia.com/2011/03/16/impacts-détfshima-crisis-world-wide/
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of energy supply** Up to now it is however not possible to rely otoa great

part on renewable energies and if many EU-countiéesde to renounce partly or
totally to nuclear energy, which seems not to leedase of countries like China
and Russia, it means that they will have to relgremore than before on fossil
fuels and thus increasing their dependence fromralagas and oil exporters like
Russia. In any case to decide which energy pobdpHilow is a decision that has
to be made thinking on the medium-long term, sideeiding to build nuclear
plants or modern coal plants that emit a low quardf CO2 can not be done

overnight.

The cooperation with Europe is essential for Rysalidbough many issues still
remain unresolved, like for example in the casetli@ Energy Charter Treaty,
singed but still not ratified by Russia in 200%ttinstead presented recently its
own project for the Convention for energy securitiie Charter provides besides
ameliorations in supply security and improvements energy production,
transport and distribution also obliges every paotyacilitate the energy transit
and forbids attempts of stopping or reducing icase of contrasts between the
parts''? Looking back to the behaviour Russia had towarsimeighbours this

refuse should not be too surprising.

Until now Russia’s energy strategy have surely poed results that strengthened
the country’s positions and satisfied in part itsbéions, although not without
failures and setbacks. It remains to be seen ip#rénership with Europe in this
field will be made on an equal basis or if Russithmwanage to take advantage of

the EU weaknesses and play the dominant role artleseules of the gante®

111 cf: BBC News Europe, Germany stages anti-nuaiesnches after Fukushima, 26 March
2011, http://www.bbc.co.uk/news/world-europe-12872339

12 cf: Club de Nice «Energie et géopolitique »- L’'Bpe et la Russie face aux nouveaux défis
énergétiques, 6 Décembre 2010, p.3

13 Cf: de Grossouvre, Henri : La Russie nouvel agbétnropéen?, Infoguerre.com, p.1
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Part Il

Case Study: Nabucco and South Stream

PROJECTED ROUTES OF NORD STREAM, NABUCCO AND SOUTH STREAM PIPELINES
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The issue of pipelines has already been mentiamdiakei chapter dealing with the
energy policy of the European Union, but now, a$ pithis case study, it will be
examined more in detail. This topic was chosen leezaof its actuality and
because it contains many of the issues dealt ipttdous pages: the problematic
partnership between Russia and the EU and thepectise interests, the

divergences inside the EU and its need to divemsify assure its energy supply,
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the attempt of Russia to exert its influence oherformer Soviet republics and to
monopolize the energy exports, in this specificecaatural gas, directed towards

Europe.

Pipelines are essential for the transport of nhwea, that unlike oil it cannot be
transported in containers and the technology engoloto obtain Liquefied

Natural Gas (LNG) remains still too expensive. kesphe quantity imported

from Russia to Europe is about one quarter of tatahe case of some individual
states like the ones in the East dependence fr@ralmost total. Also a non EU-
country like Ukraine is highly dependent from Rassgas’**

The project of the pipeline known as “Nabucco” waginated in order to reduce
dependence from Russian gas, but also to permiadbess to much needed gas
supplies. It is esteemed that by 2030 Europe wildble to assure only 25% of the
energy demand trough internal sources. The namesdom Giuseppe Verdi’s
famous opera because the idea was launched in &ien2002 by a group of
executives of energy companies from Austria, Turkdyngary, Bulgaria and
Romania, who went to assist at this opera afteingadrawn the plan for the
pipeline.

The goal of “Nabucco” is to reach the important @ias and Central Asian gas
fields passing through Turkey and the Caucasustlamsl avoiding Russia. The
companies involved are BOTAS (Turkey), BEH (BulgxriMOL (Hungay),
OMV (Austria), RWE (Germany) and Transgaz (Romahmaliling each 16, 67%
of the sharé!® The project is ambitious, it is expected thatabestruction should
start in 2013 and be completed in 2017, when gjast will start to flow'*° Once
built; this 3300 km long pipeline will have a trast capability of 31 billion

cubic meters per year. Its successfull implememtaitivolves the cooperation of

114 Cf: Pipeline politics? Russia and the EU’s baditleenergy, Euractiv.com, latest update
January 2009,
http://www.euractiv.com/en/energy/pipeline-politiagssia-eu-battle-energy/article-177579
115 50urce: Europe’s Energy Portal, May 20http://www.energy.eu/#dependency

116 Source: Nabucco pipeline websitétp://www.nabucco-
pipeline.com/portal/page/portal/en/pipeline/timelisteps
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several other countries like Azerbaijan, Iran anakinenistan. The cost should
be of about 7.9 billion Euros. Natural gas consuompin the EU is expected to
rise in the next years moving from 533 billion cm2008 to 753 billion cm in

2030 and has the advantage of being less pollthizag oil and coat’

If successfully implemented Nabucco will bring adtzgges to the EU in terms of
reducing dependence from Russian sources but @lsthér geopolitical actors,
like Turkey. The pipeline will pass for a relevgmdrt trough Turkish territory
(about 2000 km), thus increasing the influence tiedimportance of the country
towards Europé'® Turkey can influence the project either positivedy
negatively; the country is in great need for enesiggd has been one of the first
supporters of the project, but one reason fortiattis with the other partners has
been its intention of taking 15% of the supply, tregthe opposition of the other
members. At the end it was agreed that Turkey whalge received about 60% of
the tax revenueS’ Nabucco can also strengthen Turkey's position tdwa
accession to EU-membership and increase its relgioma@ortance due to the
strategic geographical location of the country. réhes also there is also the
problem that Turkey could direct relevant partga$ coming from Azerbajian to
its internal market and not respect the commitnmewntards the other Nabucco

partners-*

Nabucco is not without setbacks, a key point fer dichievement of the project to
assure the cooperation of those countries that fuihlish natural gas, namely
Turkmenistan, Azerbaijan and Iran. With Iran is easy not establish relations
also due to US opposition, the other two statesidedbe interested in the project,
but they are object of pressures from Russian sidetries to exert an energy

monopoly over these regions of crucial geopolitiogbortance.

117 Cf: Erdogdu, Erkan : Bypassing Russia: Nabuccgeptand its implications for the European
gas security, MPRA Paper No. 26793, December 20.80,

18 Cf: Talbot, Valeria: La Turchia e i progetti dipeline verso I'Europa, ISPI policy brief N.110,
December 2010

119 Cf: Erdogdu, Erkan : Bypassing Russia: Nabuccgeptand its implications for the European
gas security, MPRA Paper No. 26793, December 2014,

120 Cf: ibit, p.20
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Russia has showed a strong opposition to Nabuatdhas made several attempts
during the last years to undermine it. Moscow madag May 2007 to convince
Central Asian countries to sell relevant shareghefr natural gas to its leading
company Gazprom for higher prices, showing the lo#ipato influence these
former Soviet countries. However the most importaaaction against Nabucco
has been the South Stream pipeline project. Treebedind the project is to build
a 3200 km long pipeline that connects Russia wiily&ia through the Black Sea
and from there reaches Italy and Austria. Thislrpigeline is the result of an
agreement made in June 2007 between Gazprom arnthlina energy company
ENI, holding each about 50% of the share; the émwexl cost is of around 19-24
billion Euro and it should be completed in 2015 régments have been reached
also with Serbia, Hungary, Greece, Bulgaria, anov&iia*?* There are still
unresolved issues with Ukraine and Romania bedhesendersea pipeline passes
trough their economic zones. Trough bilateral age@s signed with several EU-
countries like Italy, Germany or France that seeline less interested in Nabucco,
the Kremlin can further undermine the project. Ag#ie Russian strategy of
divide et impera backed up by the lack of a common position on Eeaopside

due to the divergences of the member states coalcfto be effectivé?

All these deficiencies contribute in making theoaditions of funds for the project
by the EU particularly difficult; despite it enjoythe support of the EU, that
during a summit in Brussels agreed for a finansigbport of 200 billions and
especially of the Eastern European countries whiebtlared their support for
Nabucco during a meeting in Budapest in 2009, lg#irathe scepticism of
countries like Germany and Italy make the allocatd funds difficult. Always in

Budapest a financial commitment from side of theodpean Investment Bank
(EIB) and the European Bank for Reconstruction Begtelopment (EBRD) was
declared. “However, this “commitment” was condigonon the project meeting

“the requirements of solid project financing”. Wit dedicated gas supplies, and

121 Cf: La Slovénie rejoint le projet russe South &tne Russie.net, 2009,
http://www.russie.net/article4974.html

122 Cf: Erdogdu, Erkan : Bypassing Russia: Nabuccgept@nd its implications for the European
gas security, MPRA Paper No. 26793, December 2018,
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the associated cash-flows, Nabucco may be unableotoplete any project
financing. Although these tentative commitmentsrir&IB and EBRD, the bulk
of the financing will have to come from private smes, at a time when

companies are facing severely restricted accegobal capital markets-

Still not assured is the reliability of the expostérom the Caucasus, Central Asia
and the Middle East in part because of the instgluf these regions (considering
also Northern Iraqg and Kurdistan) and Russian mavres aimed at undermining
Nabucco. The contribution of Azerbaijan is fundatagrbut not sufficient since
it can provide only half of the supplies neededer€fore the contribution of Iran
and Turkmenistan is necessary. The problem isith&éte case of Iran proper
relations with the West have still to be establisla@d the country would then
need adequate financial aid to develop its pipetiegvork, while Turkmenistan
is, like Azerbaijan under Moscow’s pressure thestto convince them to sell it
its gas. However on the other side these countaes also interest in becoming
more autonomous from Russian policies and Nabuecobe a way to achieve
this; the constant need of energy supplies fronoggimwvould permit them to sell
their resources at profitable prices. For Turkm@misthat houses huge natural
gas reserves, Nabucco would represent the shootgsttowards Europe.

The conflict in Georgia in 2008 and the gas cimsveen Russia and the Ukraine
in 2009 had for Azerbaijan the effect of considgrimore the possibility of
enjoying Western support in case of a crisis; i028 deal between Baku and the
EU concerning energy and trade was signed. StithfGazprom’s side offers are
made to buy Azeri gas at good prices. The futur8labucco will depend much
on what will be decided by the government in BaReturning to Iran, it is
considered that, despite its participation to tteqet is considered important; due
to the many obstacles that have to be overcomederdo implement it, it can

become something concrete only in the long t&fm.

123 Erdogdu, Erkan: Bypassing Russia: Nabucco prajedtits implications for the European gas
security, MPRA Paper No. 26793, December 2010, p.13
124 Cf: Erdogdu, Erkan : Bypassing Russia: Nabuccgept@nd its implications for the European
gas security, MPRA Paper No. 26793, December 20.20,

58



The construction of pipelines like Nabucco or So8tream is an expensive and
demanding enterprise that will take years to bepetad. It has still to be seen
which part will manage to realize its respectiveojget. Nabucco are two
concurrent gas pipeline projects, although thissdoet mean that one excludes
the other. Nabucco is considered the most favoeraption for Europe and its
realisation should be considered a priority, big thrings not to the rejection of
other projects like South Stream. Recently thereeh@so been rumours from
American side that these two projects could méfyeSuch is the European
demand for energy that more that both can be usefdl even more will be
needed to meet it. What makes Nabucco really véduatd not only for Europe
but also for other countries is that it reducesethelence from Moscow and avoids
the formation of a Russian monopoly, a sort of OR&Mhatural gas. It remains
to be seen if the EU and its member states mamagehieve its goals or if Russia

will.

125 Cf: US says South Stream and Nabucco could mégractiv.com, latest update January 2011,
http://www.euractiv.com/en/energy/us-says-soutbsstr-and-nabucco-could-merge-news-501107
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Conclusion

The first months of this year have witnessed séwdnamatic events that had a
deep impact worldwide. The series of revolts tlifected the Arab World and the
nuclear disaster of Fukushima had consequencedithabt remained confined to
their respective geographic areas. As discusséutkiprevious chapters the Euro-
Russian energy relations were influenced by thogppénings that changed
scenarios that seemed stable and contributed ¢o #ile balance that existed
before between the two actors. For example, then@ial crisis of 2008 had a
serious impact on Russia, revealing the weaknesslyihg too much on energy
and putting it in a condition of disadvantage whlealing with Europe. However
the position of Russia became again strengthenettidoevents in North Africa

that reduced the number of reliable suppliers fer EU-countries. And the

situation can change again in the next future.@irge future events will not only
be determined by indirect causes, but also by wecitaken by the involved

actors.

In the previous pages about two decades of conteotperation, contrasts and
crisis between the European Union and the RusskeaerBtion have been
examined and analyzed focussing of course on enisgyes. Establishing a
constructive partnership in this sector is of caligmportance for the future
development of these two powers in a world thatexperiencing constant
changes. In this script it ha been tried too sdhéfe is a concrete possibility to
achieve this goal. By resuming briefly the mainmsiit can be said that the
European Union and Russia are both two importaetnational actors and both
have their respective agenda to follow. This hasupht more than once to
contrasts between the two involved parts. If foaraple the EU should have the
objective to diversify its energy supply, then Radsas made several attempts to
gain a monopoly over natural gas exports towardias This is evident by
examining the issue of the gas pipelines that veadt dn the case study. But the
need for cooperation is recognized by both as ésethe question could then

be: how will this cooperation be? Will it be budh a basis of equality and
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reciprocity? Or one part will benefit from it mattean the other? In the case of the
EU the main problem is its lack of cohesion andaofommon energy policy
which gives Russia the opportunity to take advamtagts weaknesses and play a
more dominant role in this partnership. One of Russdvantages over the EU is
the capability of speaking with one voice when ogplwith crucial issues like
energy policy. Energy is a subject that goes beyooatiers and will be one of
the most important challenges for the future. Eseopstates have to put aside

their differences in order to permit to the Unioratct with the needed efficiency.
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