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Abstrakt 

 

Evropská Unie se pozvolna stala závislou na importu ropných produktů, 

především dieselu a leteckého paliva. Prvně jmenovaná surovina je dovážena především 

z Ruska. Na pozadí tohoto fenoménu Ruské státní a soukromé společnosti vytrvale 

navyšuje vlastnické podíly v evropských rafineriích. Aktuálně zcela kontrolují průmysl 

zpracování ropy v Bulharsku, mají rovněž silnou pozici v Rumunsku, Nizozemí, Belgii, 

Německu a Itálii. Vliv Ruských organizací v evropském rafinérském průmyslu se bude 

zvyšovat, jelikož kontinent má přebytek rafinerských kapacit, a nestátní společnosti se 

chystají závody na zpracování ropy v EU zavírat a přesouvat do lukrativnějších 

světových regionů. Ruská pozice v rafinérském průmyslu EU ohrožuje její energetickou 

a ekonomickou bezpečnost, je tedy nutné najít způsoby, jak na rostoucí vliv společností 

jako Rosněfť, Lukoil a Gunvor reagovat.  

 

Abstract 

 

Europe suffers from a new form of dependence. Not only does it need to import 

natural gas, crude oil, and nuclear fuel, but it also cannot meet its own demand for crude 

oil products such as the jet fuel and the diesel fuel, most of which comes from Russia. 

Furthermore, Russian state owned and private companies have been steadily extending 

their influence in the refining sector of the European Union. They possess a complete 

control over the refining sector of Bulgaria, and have a significant position in Romania, 

the Netherlands, Belgium, Germany and Italy. The leverage of Russian companies in 

European oil refining sector is set to rise, because Europe will inevitably experience 

further closures of refineries in the future. The overall level of risks associated with 



   

Russian control of European refineries is significant, and policy makers should see it in 

context with other tools of Moscow’s influence such as the dependence on natural gas 

or the anti-EU and the anti-US propaganda, disinformation campaigns and financial 

support for the extremist parties.  

 

Klíčová slova 

Rusko, investice, rafinerie, Evropská unie, energetická bezpečnost, F-44, F-76 

 

Keywords 

Russia, refining industry, investments, European Union, energy security, F-44, F-76 

 

Rozsah práce: 107 321 

 

 

 

 

 

 

 

 

 

 

 

Prohlášení 

1. Prohlašuji, že jsem předkládanou práci zpracoval/a samostatně a použil/a jen 

uvedené prameny a literaturu.  

2. Prohlašuji, že práce nebyla využita k získání jiného titulu. 

3. Souhlasím s tím, aby práce byla zpřístupněna pro studijní a výzkumné účely.  

 

 

 V Praze dne  Martin Pejřimovský  

 



   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

 

 

 

[Zde vložte teze práce.] 

 

Institut mezinárodních studií  

Teze diplomové práce [doplňte formulář tezí podle zadání institutu] 



 1 

 

 

Contents 

 

BIBLIOGRAFICKÝ ZÁZNAM ............................................................................................................... 5 

PROHLÁŠENÍ ........................................................................................................................................... 6 

CONTENTS ............................................................................................................................................... 1 

1 INTRODUCTION ............................................................................................................................ 2 

1.1 SOCIAL CONSTRUCTIVISM .............................................................................................................. 4 
1.2 NEO-REALISM ................................................................................................................................. 6 
1.3 LITERATURE OVERVIEW ................................................................................................................. 8 

2 HYPOTHESIS, KEY TERMS ...................................................................................................... 12 

2.1 ENERGY SECURITY - POLICIES ...................................................................................................... 13 
2.1.1 European Union ................................................................................................................. 13 
2.1.2 NATO ................................................................................................................................. 14 
2.1.3 Conclusion ......................................................................................................................... 18 

2.2 ENERGY SECURITY - METHODS ..................................................................................................... 20 

3 RUSSIAN INVESTMENTS IN EUROPEAN REFINING INDUSTRY ................................... 23 

3.1 INTERNATIONAL CONTEXT ........................................................................................................... 23 
3.1.1 Current situation in the European refining sector ............................................................. 23 
3.1.2 Current state of the Russian economy ................................................................................ 24 

3.2 HISTORICAL CONTEXT .................................................................................................................. 25 
3.3 CURRENT STATE OF AFFAIRS ........................................................................................................ 28 

3.3.1 Bulgaria ............................................................................................................................. 29 
3.3.2 Romania ............................................................................................................................. 32 
3.3.3 Germany ............................................................................................................................. 35 
3.3.4 Italy .................................................................................................................................... 38 
3.3.5 The Netherlands ................................................................................................................. 41 
3.3.6 Belgium .............................................................................................................................. 43 
3.3.7 Non-EU member states ...................................................................................................... 44 
3.3.8 Conclusion ......................................................................................................................... 45 

3.4 RISK ANALYSIS ............................................................................................................................. 47 
3.5 RISK MITIGATION ......................................................................................................................... 50 

3.5.1 Civilian sector .................................................................................................................... 53 
3.5.2 Military sector .................................................................................................................... 54 

4 CONCLUSION ............................................................................................................................... 56 

RESUMÉ .................................................................................................................................................. 58 

SOURCES ................................................................................................................................................ 60 

GLOSSARY ............................................................................................................................................. 66 

 

 

 

 

 

 



   

 

2 

  

1 Introduction 

 

Europe suffers from a new form of dependence. Not only does it need to import 

natural gas, crude oil, and nuclear fuel, but it also cannot meet its own demand for crude 

oil products such as the diesel fuel or jet fuel.1 The majority of refineries in Europe is 

over 30 years old, and they are technologically inferior to modern facilities 

mushrooming in the Middle East and Asia. We will hardly see new refineries being 

built on the Old Continent. Quite the contrary, further closures are inevitable, and the 

need to import the crude oil products is set to rise in the future.  

 

Significant amounts of refined products come from Russia, which, at the same 

time, has been acquiring stakes at European refineries in Central and Western Europe. 

Russia has already proven it is ready to use oil and gas as leverage against dependent 

countries. Is there a scenario possible where the refined products could play this role? 

Can Russia control a country’s refined sector to such extent it becomes a threat to its 

stability? To find out we need to dive deep into Russian foreign policy, understand what 

drives it, explore how it has used national resources as a tool of influence in the past, 

and evaluate how weaknesses in critical infrastructure attract the attention of policy 

planers in Moscow.  

 

When examining Russia’s foreign policy, we can turn to a wide array of 

theories. This chapter will closely focus on two of the most useful ones for the purpose 

of the thesis – neo-realism and social constructivism. The biggest flaw of the 

aforementioned approaches is that while they can be conveniently applied to Russia 

under Vladimir Putin and Dmitri Medvedev, it is considerably more difficult to use 

them to examine Boris Yeltsin’s and early Putin’s foreign policy, which was 

characterized by a lack of coherence and improvisation on an ad-hoc basis rather than 

following a clear-cut doctrine.  

 

It was only after the Rose revolution in Georgia in 2003 and the Orange 

revolution in Ukraine in 2004, when the Russian foreign policy finally came to find the 

                                                 
1 FuelsEurope: Statistical report 2014. 

https://www.fuelseurope.eu/uploads/Modules/Resources/statistical_report_fuels_europe-_v25_web.pdf 

 

https://www.fuelseurope.eu/uploads/Modules/Resources/statistical_report_fuels_europe-_v25_web.pdf
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purpose it lost after the “greatest geo-political catastrophe in the 20th century”2 took 

place.  Vladimir Putin and the ruling elite started to fear that they too could fall victim 

to a revolution one day, and there was only one possible way of preventing this from 

happening - the era of ever-increasing cooperation with the West had to end. From that 

moment on, the world witnesses a more assertive and confident Russia. A major reform 

of the armed forces was announced in 2008, and the belligerence of the regime 

culminated with the military aggression towards Georgia in 2008 and Ukraine in 2014.  

 

Russian military activities in Caucasus and Eastern Europe were followed by the 

intervention in Syria in 2015, which indirectly caused tension with Ankara after a shoot 

down of a Su-24M plane allegedly violating Turkish airspace. Russia has become more 

isolated and less predictable than ever before in the 21st century. We can no longer 

count on economically rational behavior of the key stakeholders in the Kremlin, which 

further increases the need to analyze its financial activities in the member states of the 

European Union. A special attention ought to be given to the critical energy 

infrastructure. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
2 A quote from Vladimir Putin’s New Year speech in 2005 describing the fall of the Soviet Union 
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1.1 Social constructivism 

 

The main justification for the policy changes after 2003 and the military offensives 

in Georgia and Eastern Europe lays within the concept called Русский Мир,3 the 

Russian world. The theory also builds on ideas and thoughts emanating from older 

concepts such as Panslavism or Russian Messianism. Some aspects of the Русский Мир 

concept are even similar to the later versions of the Lebensraum theory designed to meet 

the needs of the German National Socialist party in the 1930s.  

 

The key building blocks of Русский Мир are nationalism, social conservatism, 

Russian language and orthodox Christianity. Furthermore, Русский Мир presumes that 

Moscow has the obligation to protect the Russian-speaking population everywhere in 

the world. The purpose of the aggression against Georgia was to protect the holders of 

Russian passports in South Osetia and Abkhazia, who were allegedly threatened by the 

policies of Georgian central government. Combat operations in Crimea and Eastern 

Ukraine had similar justification. They were supposed to ensure the protection of 

members of the Русский Мир community, who opposed the westernization of Ukraine, 

which manifested itself by signing the Association Agreement with the EU. These 

events set a dangerous precedent for the Baltic countries4 and Moldova, which are home 

to large Russian speaking minorities. It also threatens the European Union, because 

Moscow’s own integration project, the Eurasian Economic Union, which can be 

regarded as an institutionalized form of Русский Мир, directly challenges Brussels’ idea 

of incorporating the Eastern European and possibly even Caucasian countries5 into the 

Union.  

 

Another aspect of Russia’s foreign policy that needs to be analyzed as it can affect 

the country’s relations to the EU is the pivot to Asia,6 which manifests itself by 

Moscow’s increased attention towards the eastern dimension of its external relations. 

The essence of this concept draws from the philosophy of Eurasianism, whose main 

proponent in contemporary Russia is Alexander Dugin, a figure with significant 

                                                 
3 Global interest: Russia’s Soft Power and Geopolitical Imagination. 2015. http://globalinterests.org/wp-

content/uploads/2015/05/FINAL-CGI_Russian-World_Marlene-Laruelle.pdf 
4 Estonia, Latvia, Lithuania 
5 At this point in time, Georgia is the only potential EU member state in the region.  
6 Lowy Institute: Russia’s Asian rebalance. 2015. http://www.lowyinstitute.org/files/russia-asian-

rebalance.pdf 

http://globalinterests.org/wp-content/uploads/2015/05/FINAL-CGI_Russian-World_Marlene-Laruelle.pdf
http://globalinterests.org/wp-content/uploads/2015/05/FINAL-CGI_Russian-World_Marlene-Laruelle.pdf
http://www.lowyinstitute.org/files/russia-asian-rebalance.pdf
http://www.lowyinstitute.org/files/russia-asian-rebalance.pdf
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presence in the Russian media. Some Eurasianist philosophers claim that Russia is not 

only a non-European country, but also that it is culturally closer to Asia than it is to 

Europe. Recent developments in the relations between Russia and China could suggest 

that Putin and the inner circle favor this view. The state of affairs between Russia and 

China is hardly idyllic though. The contract on supplying natural gas from the Russian 

Far East to China, which were signed by Gazprom and Chinese National Petroleum 

Company in 20147, is much more profitable for Beijing than for Moscow. Moreover, 

both countries struggle for dominance in Central Asia, which can result in future 

clashes. Furthermore, the Sino-Russian partnership could become a serious threat to 

Russian security in the long run, especially if Beijing decides to escalate its efforts to 

acquire new territories in the South China Sea or the East China Sea. Such approach 

could force Moscow to choose between remaining idle (and trigger repercussion from 

China) or supporting Chinese territorial claims (which would have devastating effects 

for the relations between Russia and the affected country).  

 

We can assume that the Kremlin’s shift to Asia is just a temporary tactics resulting 

from the lack of available alternatives, rather than a sign that the Asia-oriented 

Eurasianist identity becomes dominant within the society of Russia. Moreover, as 

Viatcheslav Morozov states on many places of his latest book about Russian identity 

called “Russia's postcolonial identity: A subaltern empire in a Eurocentric world”8, 

Moscow has been oriented towards Europe since the beginning of its modern history, 

and it is going to stay this way for the near future.  

 

Morozov also uncovers further aspects of current Russian foreign policy by 

pointing out the fact that Russia views itself as the last guardian of the true European 

values against the decadent influence of liberalism. Russia once again criticizes the key 

features of Western political culture, such as liberal democracy, individual freedom and 

other modern values. It offers its own worldview based on conservatism. It has the 

potential to reach far beyond the countries having a significant Russian speaking 

population, which explains why Moscow financially supports conservative political 

                                                 
7 It is possible the contract will eventually be renegotiated or cancelled. 

Radio Free Asia: Doubts Rise on Russia-China Gas Deal. April 2015. Accesible at:  

http://www.rfa.org/english/commentaries/energy_watch/doubts-rise-on-russia-china-gas-deal-

04062015110032.html   

http://www.rfa.org/english/commentaries/energy_watch/doubts-rise-on-russia-china-gas-deal-04062015110032.html
http://www.rfa.org/english/commentaries/energy_watch/doubts-rise-on-russia-china-gas-deal-04062015110032.html
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parties across the Old Continent. The idea of motivating Western societies to rebel 

against their government resumes the critique of the West pioneered the revolutionaries 

who advocated the policy of exporting socialism from the Soviet Union to the rest of the 

world and liberating the “enslaved” working class.  

 

The identity politics is clearly being used inside Russia in order to boost the 

approval of the regime at home as well as abroad, and to explain the offensive foreign 

policy, which results in increased international isolation of the country and translates 

into decreasing standards of living of the population. My argument is however, that the 

aforementioned social constructivist concepts such as Русский Мир or Eurasianism are 

in fact a mere tool used by the elite to achieve the ultimate goal – power. The neo-realist 

desire to survive in the global arena is the root motivation for Moscow’s behavior, and 

concepts such as Новороссия and Русский Мир are mere means to achieve the goals set 

up by this worldview. If we want to estimate future steps of Moscow, as well as find out 

why concrete policy steps have been taken in the past, we need to understand what 

power means to the ruling elite, what are the ways of achieving it, and whether the 

foreign policy can or cannot help this cause. We also need to comprehend the role of 

state-owned companies both within and outside the country. That is the main reason I 

am going to sideline the social constructivist theories (no matter how exciting they are) 

and apply the neo-realist explanation of Russian foreign policy throughout the rest of 

the thesis. 

 

1.2 Neo-realism 

 

Kenneth Waltz and other neo-realistic philosophers agree on a handful of basic 

presumptions about how the international relations work. Firstly, the nation states are 

the main actors in the global arena. Non-state actors and institutions possess none or 

very little power, and they are but tools in the hands of the states. Secondly, states 

behave according to their national interests, and they aim at acquiring relative gains 

over their opponents by utilizing whatever means they possess.9  

 

                                                                                                                                               
8 Viatcheslav Morozov: Russia's postcolonial identity: A subaltern empire in a Eurocentric world. 

Palgrave MacMillan, 2015.  
9 Kenneth Waltz: Theory of International Politics.  Waveland Pr Inc: 2010. 
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Neo-realism also points out the importance of the lack of information countries 

have about their neighbors, which results in permanent uncertainty about the future 

steps of other players on the international chessboard. This can drive the leaders to 

either underusing or overusing their power. The prime example of a situation where 

both of these types of misunderstanding appeared simultaneously was during the years 

leading up to the World War II, when the Great Britain and other western powers had 

not acted according to their potential, while Nazi Germany’s overestimation of its own 

capabilities eventually lead to its destruction.10 We can draw many parallels between 

1930s and the current situation, where the West once again utilizes appeasing tactics in 

the face of a confident player, whose economy is not fit to sustain the requirements of 

the offensive foreign policy.  

 

John Mearsheimer enriched the realist philosophy by coining a new term, the 

“offensive realism”,11 which says that countries with sufficient resources seek more 

than just a survival; they thrive for a hegemonic status, and unless they are able to 

acquire it, they seek temporary allies with whom they could prevent other states from 

getting it themselves. This explains the latest steps of the Kremlin, which, at least on 

paper, does its best to build up a strong bond with China to counter the weight of the 

US. At the same time, Moscow does its best to weaken the European Union in order to 

lower the overall power of the US-EU bloc. Taking advantage of the European 

dependence on natural resources is one of the methods available at the Kremlin’s 

disposal.   

 

Another telltale sign of a neo-realist way of thinking is the disrespect for 

international law and treaties. This was clearly demonstrated when the Kremlin decided 

not to honor the Budapest memorandum, which was signed in 1994 and guaranteed 

territorial integrity of Ukraine in exchange for Kiev giving up its nuclear arsenal.  

 

The foreign policy of Vladimir Putin in the post Color revolution era clearly fits 

into the neo-realistic paradigm. Holding on to power is much more important for him 

than economic development or personal wealth of the ruling nomenclature, at least from 

                                                                                                                                               
 
10 May, Rosecrance, Steiner: History and Neorealism. Cambridge university press, 2010. 
11 John Mearsheimer: The Tragedy of Great Power Politics. W. W. Norton & Company, 2001. 
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Vladimir Putin’s point of view. Whether we might see a shift in this approach or even a 

change of the president is beyond the scope of this thesis. We cannot rule this scenario 

out though, as the pressure comes from many directions.  

 

The international sanctions combined with falling prices of crude oil strongly 

affect the whole society including the state owned and private energy companies. 

Business oriented entrepreneurs and oligarchs struggle to keep their companies in black 

numbers, and they would like to see a more considerate leader such as Dmitri 

Medvedev to govern the country. If these stakeholders manage to gain dominance and 

force a change of policy, we could see a more predictable Russia with increased interest 

in having good relations with Europe. Another source of critique stems from the circles 

of radical nationalists, who are openly against the intervention in Syria and call for 

dedicating all Russian military capabilities to making the Новороссия dream come 

true.12 If this view becomes dominant inside the Kremlin, it would result in a shift from 

neo-realism towards nationalism built on principles of the 19th century romanticism. 

This would hardly be good news for the European industry, and massive investments 

would be required to mitigate the risks emanating from the dependence on natural 

resources and refined products.  

 

Anti-Western hardliners adopt negative views towards the cooperation between 

Russia and USA in general, even in Syria, where it might be helpful for the Kremlin. 

Neo-realist theory permits coordination of policies between two unfriendly states, as 

long as it is directed towards a common enemy and has a temporary character. Russia 

under the radical anti-westerners would therefore be less neo-realist and rational, and 

more inclined towards romantic Eurasiansim or other social constructivist doctrine.  

 

1.3 Literature overview 

 

Russian foreign policy has been thoroughly examined by countless amounts of 

analysts. Not many of them have been focusing on the strategic use of natural resources 

though, and a complex evaluation of Russian approach to the refined and petrochemical 

industry is yet to be written. 

                                                 
12 Странная война: Круглый стол с М.Калашниковым. Availible at: 

youtube.com/watch?v=EGeJLZbGygw 
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During finishing the last stages of my thesis (March 2016) I found out that the 

Polish think tank OSW published a study about the future of the Russian oil business.  

One of the chapters of the analysis is dedicated to Russian investments in European 

refining industry. Although it presents a comprehensive overview of the assets currently 

owned or co-owned by Russian private and state owned enterprises, it does not go far 

beyond a mere presentation of facts and financial transfers. It fails to view the 

investments from the strategic perspective, and focuses solely on the business side of 

the deals. Furthermore, the authors completely omitted to look at the possibility of 

insufficient production capacities of military fuels in Europe, and they missed intriguing 

events such as the acquisition of a Romanian refining company Oltchim by a dubious 

Russian businessman with ties to the organized crime. Lastly, the authors produced a 

few errors when providing an overview of the ownership structures of the refineries 

targeted by Russian investments. I believe the source can be useful for inspiration and 

basic fact-checking purposes, but my ambition is to come up with an analysis that will 

be much deeper and complex. 

 

Arguably, the most thorough attempt to explore Russian activities in the spheres 

of European energy and industry sectors was performed jointly by scholars from the 

Masaryk University in Brno and experts from the Prague Security Studies Institute. The 

publication called “Energy Security in Central and Eastern Europe and the Operations 

of Russian State-Owned Energy Enterprises”13 totals over 600 pages and focuses on the 

behavior of Gazprom and Rosatom in Central and Eastern European countries. The 

book implies that while Gazprom undoubtedly served as a weapon in the hands of the 

Kremlin in the past, the main motivation of the company management is to maximize 

the profits. Rosatom is viewed by the authors as a company posing virtually no credible 

threats to the countries where it operates. The main reason for this conclusion is that the 

nuclear industry is a highly competitive sector, where customers are allowed to choose 

between their suppliers more easily than in the gas market.  

 

When it comes to examining Russian foreign policy from the economic point of 

view, the premier source of inspiration is Anita Orbanova’s “Power, Energy and the 

                                                 
13 Jirušek, Vlček and collective: Energy Security in Central and Eastern Europe and the Operations of 

Russian State-Owned Energy Enterprises. Masaryk University, 2015.  
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New Russian Imperialism”.14 The author focused on Russia’s history of abusing energy 

resources to achieve its goals, and provided a complex insight into Central and East 

European natural gas sector and pipeline infrastructure. The refining sector, which is 

going to be the primary subject of this thesis, is mentioned only briefly on a handful of 

occasions.  

 

Another fruitful source is the Oxford Institute of Energy Studies. Among the 

most useful analyses relevant to my thesis is the “Key Determinants for the Future of 

Russian Oil Production and Exports“,15 which will allow me to dig deeper in the 

fragmented tax regime in Russia – it is possible that there is a direct link between 

Russian state companies’ behavior in Europe and the way the taxes at home tend to 

deprive the oil companies of their profits. I will also draw from publications dedicated 

to the energy partnership between Russia and China such as “Sino-Russian Gas and Oil 

Cooperation: Entering into a New Era of Strategic Partnership“,16 and “Sino-Russian 

Oil and Gas Cooperation – The Reality and Implications“17 in order to examine 

possible differences and parallels to Russian position towards Europe. One of the less 

obvious reasons the relations between China and Russia cannot be omitted is, that 

Russia considers selling off its stakes in some of the state owned energy companies in 

order to mitigate the budget losses resulting from the low price of oil, and China could 

be interested in these. Russian energy companies backed by Chinese capital could take 

the game in European refining sector to a completely new level. Nevertheless, the 

Oxford institute has not yet produced a single paper focusing exclusively on the refining 

industry in Russia or the EU.  

 

One of the most interesting papers on European refining industry was recently 

written by the Department of research and analysis at the NATO Energy Security 

Centre of Excellence. It examined the production capabilities of refineries in the 

European NATO member states with a special attention to the F-44 and F-76 military 

fuels. These specific fuels are used to power large military ships as well as fixed wing 

                                                 
14 Anita Orbánová: Moc, energie a nový ruský imperialismus. Argo, 2008. 
15 James Henderson: Key Determinants for the Future of Russian Oil Production and Exports. Oxford 

Institute for Energy Studies, 2015.  
16 Keun-Wook Paik: Sino-Russian Gas and Oil Cooperation: Entering into a New Era of Strategic 

Partnership? Oxford Institute for Energy Studies, 2015. 
17 Keun-Wook Paik: Sino-Russian Oil and Gas Cooperation – The Reality and Implications. Oxford 

Institute for Energy Studies, 2015. 
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aircraft and helicopters based on military carriers. Only a handful of refineries in Europe 

has the expertise to meet the strict standards required for these products. The main 

problem is that there is not a list or a database of these facilities available. The military 

logisticians rely on intermediaries while purchasing fuel, which means they do not 

know from where exactly the desired products come from. Further closures of refineries 

in Europe combined with a spike in the need for either F-44 or F-76 might trigger a 

shortage of these products on the market, and potentially delay complex naval 

operations. Sadly, the document by NATO ENSEC COE tackling this issue was 

classified as secret, which prevents me from directly accessing it or obtaining detailed 

information about the conclusions. It is important to note however, that the future of the 

refining industry in Europe is not tied only to the civilian sector, but has serious 

implications for the military sphere as well.  

 

Interestingly, as far as I know, the NATO ENSEC COE has been the only 

institution, which started monitoring the European refining industry on a systematic 

basis. I conducted several interviews on my trip to Brussels in summer 2015, and the 

EU official from DG Energy working on energy security topics nor the industry-

oriented Czech member of the COREPER were familiar with the issue. According to 

their statements, refined products are believed to be abundant, and easily accessible on 

the world market. When it comes to private organizations, consulting companies and 

think-tanks focusing on the European economy, their experts are aware of the 

developments in the refining industry, but they do not consider strategic implications of 

the diminishing fuel production capacities. Instead, they focus exclusively on the 

economic and social consequences of refinery closures, such as regional unemployment.  

Given the fact the refining sector is significantly understudied from the strategic point 

of view, I will have to make the most of analyses and newspaper articles, which talk 

about the topic, and come up with inductive conclusions based on the gathered 

information. I will draw the majority of the information from sources written in English. 

I will also look for useful information in Russian sources. Furthermore, I will utilize my 

knowledge of Romanian language. Romanian journalists write very seldom about the 

refining industry in the rest of the EU, but they closely follow the developments 

occurring in the Romanian refining market, which is dominated by the Russian and 

Kazakh state owned and private companies.  
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I will draw information from the business monitoring tool IntelTrak developed 

by a US based consultancy firm RW Advisory. It systematically examines all business 

deals made by Russian and Chinese state-owned enterprises in Europe, and projects the 

gathered data on an interactive map. This source will allow me to see particular 

investments within the bigger picture, which could lead to interesting conclusions that 

would otherwise be missed. Furthermore, I will be able to discover whether there are 

correlations between the amount of Chinese and Russian money invested in the 

particular European countries. 

 

Lastly, I will build upon the experience and knowledge I gained during my 

internship at the NATO Energy Security Centre of Excellence, where I worked at the 

Division of strategic research and analysis. The strengths and weaknesses of European 

refining industry from the armed forces’ perspective were the key subject matter of the 

research I conducted during my stay in Vilnius, and I co-authored a study on this topic, 

which was published in the Energy Security: Operational Highlights magazine.  

 

Equally important will be the insight I got during my internship in Romania 

where I performed research of the Romanian industry with focus on Russian 

acquisitions in order to advance my MA thesis as well as to help the analytical 

department of RW Advisory, which asked me to write a thorough report about the issue 

for one of its clients.   

 

2 Hypothesis, key terms 
 

This work aims to find out whether Russian investments in European refining 

industry combined with rising European dependence on imported refined products have 

the potential to endanger the energy security of the EU member states.  

 

I will choose the single-case case study approach with several embedded sub-units 

of analysis. I will induce the conclusions and analysis on the basis of the information 

about the behavior of Russian private and state companies in selected member states of 

the European Union. The selection of the countries will be determined by whether or 

not they host a refinery on their territory that is owned or co-owned by a Russian 
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company. The main case is the Russian capital in European refining industry, each of 

the analyzed countries will present one embedded sub-unit of analysis. I will choose 

descriptive research method while examining the embedded sub-units, and casual 

research while finding out what variables motivate Russian companies to behave the 

way they do. This scheme will be viewed in historical and international contexts. As for 

the data collection methods, I will use primary and secondary written sources, 

information gathered through unstructured interviews and discussions, personal 

observations and quantitative data about the ownership structure of particular refineries, 

the situation on the market with crude oil products, and finally about the production and 

consumption of crude oil products in countries of interest and the EU. 

 

2.1 Energy security - policies 

 

What exactly do we understand by energy security? The definition varies 

throughout the official policy documents of European countries as well as the doctrines 

of the EU and NATO. Given the fact I major at European studies, I will aim my focus 

towards the policy documents of the European Union, and briefly mention the energy 

security concept of NATO in order to highlight its strengths and weaknesses. 

 

2.1.1 European Union 

 

European Union was forced to closely define energy security after the natural 

gas crisis in 2009 and the diplomatic conflict with Russia over the annexation of Crimea 

served as a pretext for creating the Energy union. Five key pillars of the energy security 

of European Union include security of supplies, a fully integrated energy market, energy 

efficiency, sustainability and research.  

 

All of the aforementioned areas are relevant from the perspective of refined 

products. EU needs to secure the supplies of the oil products in order to keep its 

economy running, integrated market would help to mitigate regional problems with 

availability, increased efficiency could reduce the dependency on imports and advances 

in research could help to completely abandon the oil products in some areas, such as 

transport or heating. However, the refined products are only barely mentioned in any of 



   

 

14 

  

the European energy union documents. As for the security of supplies, the focus is 

dedicated towards securing the natural gas supplies, and building sufficient natural gas 

storage capacity. Not a single paragraph is dedicated to the dependence on imports of jet 

fuel or diesel fuel from outside the European Union.  

 

There are many good reasons gas receives so much spotlight in the documents. It 

is much more difficult to transport it in large quantities by sea; there are only a few 

LNG terminals across Europe, and landlocked countries can have trouble accessing 

them. It is also more difficult to store natural gas, as the large underground gas storages 

cannot ever be completely emptied out – there has to be certain amount of pressure at all 

times, which permanently locks more than 30 % of gas underground.  

 

Nevertheless, I still believe the security of supply strategy of the EU regarding 

the oil products should be much more detailed. Highlighting the strategic importance of 

supplies of the refined products in the Energy union concept would raise the awareness 

about the issue, which would be beneficial for the refinery owners in the EU. 

Furthermore, it would open up a possibility of setting up ambitious goals in the field of 

oil products consumption and security of supply, such as including the Eastern 

partnership countries under the Energy union umbrella. This would mean however, that 

the EU would have to be ready to supply oil products e.g. to Ukraine in case of crisis, 

and it would be hardly manageable for the EU to feed the vast Ukrainian domestic 

market for sufficient amount of time under current circumstances. Weaknesses like this 

prevent the EU from conducting a confident foreign policy, and it would be helpful in 

the long run to successfully mitigate them.  

2.1.2 NATO 

 

The North Atlantic Organisation has lower ambitions than the EU when it comes 

to energy security, and focuses primarily on critical infrastructure protection or 

sustainability of the military. It is therefore very interesting, that – in sharp contrast with 

the EU – one of its analytical bodies (the NATO Energy Security Centre of Excellence) 

is aware of the dependence on imported refined products as well as of the implications 

of the diminishing European refining sector, and conduct systematic research in this 

area.  



   

 

15 

  

 

It is difficult to assess what is the main reason behind this phenomenon. One of 

the possible explanations is the fact that the then-acting director of NATO ENSEC COE 

who came up with the idea of researching this topic is a member of the French army, 

and has good relations with the members of the NATO Petroleum Committee, which 

decided to contribute to the research. France experienced the largest cut in its refining 

capacity from all of the European countries. Closing four refineries between 2009 and 

2014 decreased its production capability by 30 %.18 It is possible (although there are not 

any public information available on this issue) that the closures caused (or are still 

causing) logistical problems for the French army, navy or air force, which sparked the 

idea of exploring the issue from a broader perspective.   

 

As I previously stated, the final report about the initial round of research is 

classified, but there are at least some general conclusions, which can be drawn from my 

internship experience in NATO ENSEC COE. First of all, this is a purely European 

problem, which further strengthens the paradox, that the EU does not seem to be 

interested in this issue. The US still has sufficient refining capacity, although the 

country experiences certain decrease of production of the refined products as well. 

Secondly, the West and East European countries could potentially face a different set of 

problems in case of the continuous decrease of the refining capacity on the Old 

Continent. As for Western Europe, the main problem could be the potential 

unavailability of the military fuels F-44 and F-76. This concerns only the countries that 

have navies though, especially those that possess fixed wing and rotary wing aircraft 

based on the naval carriers.  

 

Landlocked Central and Eastern European states are not threatened by the 

possible scarcity of the aforementioned fuels due to the fact that they have no use for 

them. Nevertheless, this does not mean that they can be indifferent to the overall state of 

the refining industry in Europe.  

 

                                                 
18 Platts.com: European refining faces new wave of refinery closures. June 2014 

http://www.platts.com/latest-news/oil/paris/feature-european-refining-faces-new-wave-of-refinery-

26820986 

http://www.platts.com/latest-news/oil/paris/feature-european-refining-faces-new-wave-of-refinery-26820986
http://www.platts.com/latest-news/oil/paris/feature-european-refining-faces-new-wave-of-refinery-26820986
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Furthermore, it would be more difficult for the countries from this region to 

increase the imports of oil products in case of need. The key West European countries 

are not landlocked, and have abundance of ports through which they could keep their 

militaries sufficiently supplied in case of a conflict. Additionally, they can rely on the 

Central European Pipeline System (CEPS),19 a military pipeline and storage network 

built during the Cold War intended to boost the transit capacity of France, Belgium, 

Netherlands, Luxembourg and the then-West Germany. CEPS essentially connects the 

northern and southern coast of the continent making it possible to transfer excessive 

amounts of crude oil or fuel from the shore to the regions located in the mainland. 

Thanks to its ability of transferring oil and crude oil products both ways, it also gives 

countries connected to it the opportunity to deal with the unavailability of fuel possibly 

emanating from the naval blockade of ports on the North Sea or the Mediterranean sea.  

 

Central and Eastern Europe on the other hand lacks sufficient access to ports and 

many countries fully depend on railways and pipelines with limited capacity. This 

significantly increases the strategic importance of refineries and storage facilities in the 

region. Not to mention there is no equivalent of CEPS in what we now understand as 

Central and Eastern Europe. The only thing the Western European countries would have 

to do in case of trouble is to deal with the lack of the F-44 and F-76, but this would – 

according to the open sources - hardly cripple the armed forces in case of emergency, 

although it might cause logistical difficulties. Airplanes could theoretically use regular 

F-34 jet fuel instead of the safer F-44 modification, which would mitigate the 

inaccessibility of the latter. Such scenario is possible due to the fact that F-34 is very 

similar to the Jet-A1 fuel used for civilian purposes, and is therefore produced all 

around the world in massive quantities.  

 

This switch of fuels would be detrimental to the safety of the pilots and the ship 

crew. The F-44 blend includes additives making it less probable to burst into flames in 

case of a fire on board the ship or due to extremely hot weather conditions, so the 

widespread use of F-34 on ships could lead to more casualties and material damage. The 

possibility of using the fuel without the extra additives would therefore be determined 

by the region where the conflict takes place – it should not be a problem e.g. in the 

                                                 
19 NATO: Central Europe Pipeline System (CEPS). 2016.  

http://www.nato.int/cps/sv/natohq/topics_49151.htm 

http://www.nato.int/cps/sv/natohq/topics_49151.htm
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Baltic Sea, but it could be risky to implement this tactics in the Middle East. On the 

other hand, F-34 has slightly higher energy value, which means the aircraft based on 

naval carriers would be able to perform longer flight missions. As for the navy, the F-76 

could be substituted by F-75, but both of these blends are rather specific. Furthermore, 

the naval fuels have stricter handling procedures, e.g. it is difficult to store them for 

large periods of time. This means that the states of Europe should be more concerned by 

the production capacities of the F-76 rather than F-44. 

 

Interestingly, the US Navy conducted a research as early as 1991 on whether 

there could be a single fuel utilized both in navy carriers and the aircraft. The results 

show that it would not be a good idea to try to use F-76 in navy airplanes and 

helicopters, as it would eventually damage the delicate jet engines. However, it would 

be perfectly possible to use F-44 fuels in ship engines. Unfortunately, a solution like this 

would be hardly imaginable under current realities. The EU already struggles to cover 

its needs for jet fuel, and abandoning F-76 for F-44 would increase the needs for 

imports even more. Moreover, as it was previously stated, F-44 has lower energy 

density than both F-34 as well as F-76. Utilization of this fuel in military ships would 

therefore translate into increased fuel consumption by at least 2.6 %, further deepening 

the discrepancy between the production capacities of European refineries and the actual 

requirements.20   

 

Just like in the previous cases, examining this problem closely and coming up 

with sufficient answer would require extensive amount of time and the ability to 

overcome my lack of security clearance as well as the general unwillingness of the army 

officials to talk about sensitive areas of their work.  

 

All things considered, the Central and Eastern Europe should be the extremely 

cautious about its refining industry, and see it not only from the economic and social 

perspective, but also from the strategic point of view. Whether or not they do so could 

be an interesting topic to research, but I am rather skeptical in this regard. A case in 

point is the example of Romania, which will be analyzed further in the thesis. Thanks to 

my internship at the NATO ENSEC COE I stumbled upon the information that despite 

                                                 
20 US Department of Defense: Navy fuel specification standardisation: Interim report BFLRF no 225, p. 

5. 1992. http://www.dtic.mil/dtic/tr/fulltext/u2/a248542.pdf 

http://www.dtic.mil/dtic/tr/fulltext/u2/a248542.pdf
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the fact the country has a very vulnerable refining sector, it refused to participate in the 

research assessing the strengths and weaknesses of the EU member states’ refining 

capacities. This behavior does not imply that Romanian officials do not care about the 

issue. There can be many other reasons for this behavior,  

2.1.3 Conclusion 

 

This chapter showed that the EU’s documents on energy security do not view the 

dependence on imported refined products or the ownership structures of European 

refineries as an issue. Many view refineries purely from the business perspective21,22 

and talk about Russia as a reliable supplier, some would find it convenient to get rid of 

the polluting refining and petrochemical industry in Europe altogether and let 

companies and states compete on the free market for all refined products that are 

needed. NATO recognizes the need to closely observe the refining industry in Europe, 

but its analytical bodies have not had the time to reflect it in its energy security policy. 

My thesis will therefore work with broader definition of energy security than the EU (or 

some of its member states) deems necessary.  

 

The ambition of this thesis will be to introduce a fresh policy approach reflecting 

the risks to the energy security of particular member states as well as the whole Union. 

It will take into consideration the above-mentioned elements of security, and it will add 

several more criteria to them – the ownership structure of the refining facilities, the 

amount of dependence on imported refined products, and the proximity to the nearest 

seaport capable of transferring oil products to the rest of the country.    

 

In addition to that, my thesis could serve as a basis for further research in the 

field of critical infrastructure security assessment. One can examine the roles of other 

countries’ state-owned companies in various sectors of the European economy, and try 

to find out more about the risks emanating from their current behavior or possible 

actions in the future. Another intriguing idea would be to examine the relation between 

a specific imported raw product and the ownership structure of the facilities built to 

                                                 
21 European Commission: Energy infrastructure priorities for 2020 and beyond - A Blueprint for an 

integrated European energy network: http://eur-lex.europa.eu/legal-

content/EN/TXT/PDF/?uri=CELEX:52010SC1398&from=EN 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52010SC1398&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52010SC1398&from=EN
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process them. Would it be possible to find any analogical cases to the situation in 

European refining industry, e.g. countries dependent on both raw version of a product as 

well as its processed variant?  

 

The thesis could help advance the military strategies of the EU and/or its 

member states. Concepts like information warfare or (very loosely defined) hybrid 

warfare gained widespread popularity. Many believe that the member states of the EU 

need to focus solely on tackling these modern methods of conflict, but as we see in 

Ukraine, a potential war on the eastern front could have a very traditional (or even 

obsolete) character despite some progressive features. Instead of flexible mobile units 

consisting of hundreds or thousands professionals clashing with each other, we witness 

a lengthy struggle where both sides tend to defend fixed positions and artillery plays the 

dominant role.   

 

The only way to prevent this scenario (almost inevitably culminating into a 

frozen conflict) from happening is to stop the advancing forces before they manage to 

conquer new territory. This, however, requires massive airlift capabilities and 

permanent presence of heavy armored vehicles, which cannot operate without 

overabundant sources of crude oil products. The EU should therefore highlight the 

importance of refineries and fuel storage in Central and Eastern Europe in its defense 

documents and doctrines. Its representative should also decide whether building 

additional network of pipelines for the military in the Baltics or the entire eastern flank 

of the EU should be considered. Naturally, such investment would have to be carefully 

planned, but I believe it would help to bolster the defense capabilities of the EU – 

something that would hardly go unrecognized by its partners and potential adversaries.  

 

A thing that comes to mind is to focus on dealing with the dependence on the oil 

products in the military instead of boosting the capacity of the fuel distribution system 

and its resilience. The analytical bodies of NATO and some of the European armies are 

currently intensively exploring this method. The problem is that aside from lowering 

consumption of electricity generators by employing solar panels and wind turbines 

                                                                                                                                               
22 European Commission Staff Working Document on the Oil Refining Fitness Check 

https://ec.europa.eu/energy/sites/ener/files/documents/SWD_2015_284_F2_STAFF_WORKING_PAPER

_EN_V4_P1_835479.pdf 

https://ec.europa.eu/energy/sites/ener/files/documents/SWD_2015_284_F2_STAFF_WORKING_PAPER_EN_V4_P1_835479.pdf
https://ec.europa.eu/energy/sites/ener/files/documents/SWD_2015_284_F2_STAFF_WORKING_PAPER_EN_V4_P1_835479.pdf
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instead of oil, the only way of getting rid of the oil products at the battlefield altogether 

would be to use vehicles with hybrid or electrical engines, and these will not be 

available anytime soon. 

 

Another aspect worth researching is whether the diminishing refining industry in 

Europe could have repercussions for the EU naval missions. It is probable that as long 

as they stay limited in size, there should not be any serious problems with access to fuel 

while conducting the tasks, but it is definitely a thing to consider should the refinery 

closures in Europe continue. One of the possible results of this phenomenon could be 

the rise of dependence on non-European military fuel storages, such as the one in 

Djibuti, which has been playing a key role in the logistics of the French navy and 

Brussels has found it useful while conducting the naval mission EUNAVFOR 

Atalanta.23  

 

While the increased reliance on African fuel storage sites could mitigate the 

decrease of refining capacity in the EU, such scenario also brings many new risks to the 

table. The problem is that European countries compete with other players who want to 

maintain their naval presence in the region, especially the US (which also uses the 

above-mentioned port in Djibuti to a significiant extent), Japan or China. Assessing the 

capacities of refineries and coastal storage facilities in Africa is, however, beyond the 

reach of this thesis. 

 

2.2 Energy security - methods 

 

After briefly describing the policy concepts of energy security, it is now time to 

dive deeper into the meaning of the term, and choose a suitable method on which I will 

test the hypothesis that Russian investments in European refineries under current 

circumstances decrease the energy security of the EU member states.  

 

Energy security assessment is an extremely complex topic, even if we take into 

consideration only the strict definition, which sees energy security as a security of 

                                                 
23 David Styan: Djibouti: Changing Influence in the Horn’s Strategic Hub. Chatham house, 2013. 

https://www.chathamhouse.org/sites/files/chathamhouse/public/Research/Africa/0413bp_djibouti.pdf 

https://www.chathamhouse.org/sites/files/chathamhouse/public/Research/Africa/0413bp_djibouti.pdf
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supply, e.g. sufficient access to energy resources at any given moment. Other important 

dimensions of energy security could be sustainability and economic efficiency 

 

The topic can be approached from the qualitative as well as quantitative point of 

view. I will draw inspiration from the work of Christian Winzer,24 who – based on 

thorough study of various concepts of energy security - came up with a method 

combining both of these approaches. He starts by dividing threats to the energy security 

into three basic groups: technical risks, human risks and natural risks.  

 

I believe the evidence I collected will prove, that Russian investments in European 

petrochemical facilities increase the technical risks, which come in form of failure of the 

mechanical components of the refinery. Apart from that, Russian capital in strategic 

businesses leads to increased human risks, which could result in events such as strategic 

withholding of supplies, capacity underinvestment or even sabotage.  

 

Winzer then continues by introducing criteria for the consequences of accidents 

emanating from the aforementioned categories, namely the speed of impacts (constant – 

slow changes – fast changes), their size (impeding – small – phase), sustention 

(transitory – sustained – permanent), spread (local – national – global), singularity 

(unique – seldom – frequent), and sureness (deterministic – stochastic – heuristic – 

unknown). 

 

Oil products have certain advantage compared to electricity when it comes to 

availability. They cannot become inaccessible on a large territory in a blink of an eye, 

just like the electricity during a blackout. When a refinery goes out of service, nobody 

outside the facility probably notices. The refined products are usually not sent to the 

customers through the pipeline distribution system directly. At first, they are directed to 

a storage, where they are subjected to tests of quality, based on which they do or do not 

receive a certificate. After this procedure, they are stored and sold to the fuel 

distribution companies, chemical plants or other customers. Buyers usually know well 

in advance when do they want to buy the product, e.g. in case of a sudden refinery shut 

                                                 
24 Christian Winzer: Conceptualizing energy security. University of Cambridge, 2011. 

http://www.econ.cam.ac.uk/dae/repec/cam/pdf/cwpe1151.pdf 

 

http://www.econ.cam.ac.uk/dae/repec/cam/pdf/cwpe1151.pdf
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down there is a certain time-frame in which other options how to satisfy the demand can 

be found. As a result, the refining industry will have a relatively low score in the 

category of the speed of impacts. 

 

It is true that problems with electricity generation or natural gas transmission are 

much more difficult to deal with than when the supply of the refining products is 

hindered, because their effects are either immediate, or they start affecting the 

customers within a matter of days. This does not mean however, that refineries’ role in 

the critical infrastructure should not be thoroughly examined. Quite the contrary, time 

spent with planning alternative scenarios for fuel shortages may come in handy in case 

of a complex situation where there will be multiple parts of the national infrastructure 

out of order.  

 

Refining facilities will on the other hand have higher score in other categories. A 

closure of a refinery (be it sudden or planned) produces long-lasting impacts for the 

region or even the whole country, which would translate to high grade of severity in the 

“sustention”, “size” and “spread” columns. Lastly, problems with the refineries can be 

both singular and definitive (closure), or regular (emergency shutdown).  

 

I will also do one important adjustment to this method in order to tackle its biggest 

flaw. While offers help with assessing the kinds of accidents that may happen, and 

examines their consequences, it does not thoroughly explore what is happening before 

the failure or catastrophe takes place. We need to view Russian investments in the broad 

context of hybrid warfare, a concept which is currently under the spotlight of Western 

analysts, academics and media. One of its features is the long preparation phase, which 

precedes the actual military and / or paramilitary offensive.  

 

This risk-assessment method proves that threatening European refining industry is 

essential for the energy security, and therefore we should see any investments in 

refining facilities as a strategic move rather than a rational business-oriented decision. 

Russia is fully aware of the weaknesses of the refining sector of the European Union, 

and it is therefore motivated to increase its influence in this sphere, as it is driven by the 

neo-realist leaders who do not hesitate to use force and pressure in the international 

arena in order to achieve their policy goals. I will also try to assess which countries face 
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the biggest risk from the perspective of the access to refining products, and whether 

there are European countries that would actually welcome a reduction of refining 

capacity in some of its neighbor states in order to boost the exports of its own refineries. 

 

 

 

 

3 Russian investments in European refining industry 
 

3.1 International context 

 

3.1.1 Current situation in the European refining sector  

 

Back when the topic of this thesis has been chosen, the prices of crude oil and 

refined products were significantly higher than today (1st half of 2016). The sudden drop 

from over USD 120 per barrel of crude to the current price range of USD 30 – 40 is a 

blessing for the refiners across the globe, as it allows them to bump up the profit 

margins. The facilities that have been in red numbers for many years now start to make 

profits again.  

 

At first glance, this development removes one of the arguments I intended to use to 

support my hypothesis, namely that Russian behavior is not motivated by economic 

gains, but by strategic goals. It might seem as a good insurance policy to invest in 

refining facilities when they do not make any profits and their owners are ready to sell 

them off at relatively low prices. In case the price of oil goes down, and the profits from 

exporting crude diminish, refineries start to be profitable and thus mitigate the losses 

emanating from the crude oil business.  

 

Nevertheless, I still believe that investing in European refineries is not 

economically viable. There simply are much more interesting ways of making money in 

the refining business than pouring financial resources into facilities, which are several 

decades old. Not to mention that the demand for fuels in Europe has been declining as 
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opposed to the situation in other regions of the world. The competition among fuel 

producers in Europe is fierce, and the profits are relatively low due to the high costs of 

labor. This will lead to further refinery closures in Europe.25 If Russian state owned or 

private companies genuinely wanted to allocate resources in refineries outside their 

country, they would have chosen the Middle East or East Asia. These regions are 

currently home to the most advanced and profitable refineries in the world - partly 

thanks to the proximity to the crude oil fields, partly because of the cheap workforce 

and low environmental and security standards in comparison to Europe or the United 

States.  

 

3.1.2 Current state of the Russian economy 

 

International sanctions imposed on Russian representatives and various sectors of 

the economy significantly affect the oil industry of the country. The restrictions prevent 

Moscow not only from comfortably accessing Western finance markets, but also from 

obtaining high-tech drilling equipment. While this does not cause problems at the 

moment, it has the potential to do so in the long run. The largest Russian oil and gas 

fields are approaching the final stages of their lifespan, which means there is a need to 

tap into new ones. This will be exceptionally difficult without access to the latest 

technology, as there are no easily accessible oil and gas deposits left. This could lead 

not only to decreasing production and revenues, but in extreme cases also to a situation 

where there will be not enough crude oil to process in the Russian refineries in order to 

satisfy the demand from the EU member states. This should not be a problem according 

to the Russian Ministry of energy, which sees the production of gasoline and diesel fuel 

rising in the years leading up to 2035.26 Whether or not this is a realistic scenario will be 

thoroughly examined in this work, as the capacities of Russian refineries are currently 

one of the key aspects of the European energy security.  

 

The sanctions might produce significant changes in Russian energy policy, 

especially when we consider the effects of the low oil prices, which may, according to 

                                                 
25 Bloomberg.com: Europe Refinery Profits Seen Lowest Since ’11 on Imports. August 2014. 

http://www.bloomberg.com/news/articles/2014-08-22/europe-refinery-profits-seen-lowest-since-11-on-

imports 
26 Ведомости: У России может закончиться нефть. March 2016. 

http://www.bloomberg.com/news/articles/2014-08-22/europe-refinery-profits-seen-lowest-since-11-on-imports
http://www.bloomberg.com/news/articles/2014-08-22/europe-refinery-profits-seen-lowest-since-11-on-imports
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the estimates, maintain their levels until approximately 2020, when the shale oil 

production in the US is set to decline.27 The shrinking budget takes its toll on the entire 

economy, and may bring various results.  

 

Firstly, it makes new investments into the foreign as well as the domestic 

refineries less likely. This could lead to the decrease of crude oil production and / or the 

output of the refined products, e.g. in case some of the refineries ceases its operations 

due to the technical problems that would be too expensive to cover right away. 

Secondly, the Kremlin started to openly consider privatizing some of its national 

companies such as Rosneft, Bashneft, Alrosa or VTB. This could theoretically mean a 

shift away from the strategic behavior, as there would be an opening for market-oriented 

investors. However, even if Russia decides to let go off the aforementioned companies, 

it does not necessarily mean that the coordination of strategy between them and the 

Kremlin ceases to exist. Quite the contrary, it is highly probable that the privatized 

shares will end up in the hands of the people belonging to the Vladimir Putin’s closest 

circle.28  

 

Furthermore, there is a possibility of Moscow giving up on some of its stakes in 

the European refineries. A case in point is the 21 % of shares of the Saras refinery in 

Italy which was bought by Rosneft in 2013. Russian company decided to sell 9 % of the 

shares in October 201529 in order to boost its financial performance. Management of the 

company promised not to sell any further shares for at least 6 months, which means now 

they are still left with 12 % stake. The future of Rosneft in Italian refining sector is 

unknown however.  

 

3.2 Historical context 

 

                                                                                                                                               
http://www.vedomosti.ru/business/articles/2016/03/09/632776-rossii-

neft#/galleries/140737492664189/normal/1 
27 About.com: Oil Price Forecast 2016 – 2040. April 2016. 

http://useconomy.about.com/od/supply/f/crude_oil_price.htm 
28 Reuters: Russian oligarchs most likely buyers in Putin's new privatization plan. February 2016.  

http://www.reuters.com/article/us-russia-privatisation-plan-idUSKCN0VB23D 
29 Bloomberg: Saras Drops Most in Almost 4 Months as Rosneft Sells Stake. October 2015. 

http://www.bloomberg.com/news/articles/2015-10-20/saras-drops-most-in-almost-4-months-after-rosneft-

sells-stake 

http://www.vedomosti.ru/business/articles/2016/03/09/632776-rossii-neft#/galleries/140737492664189/normal/1
http://www.vedomosti.ru/business/articles/2016/03/09/632776-rossii-neft#/galleries/140737492664189/normal/1
http://useconomy.about.com/od/supply/f/crude_oil_price.htm
http://www.reuters.com/article/us-russia-privatisation-plan-idUSKCN0VB23D
http://www.bloomberg.com/news/articles/2015-10-20/saras-drops-most-in-almost-4-months-after-rosneft-sells-stake
http://www.bloomberg.com/news/articles/2015-10-20/saras-drops-most-in-almost-4-months-after-rosneft-sells-stake
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After providing basic information on the weaknesses of the European refining 

industry and Russia’s foreign policy, it is now time to get to the core of the topic, and 

find out whether Russian investments in European refineries could endanger the 

European energy security.  

 

Russian investments started flowing in European energy sector shortly after the 

collapse of the Soviet Union. The refining industry was just one of the areas where 

Moscow tried to maximize its influence through direct or indirect ownership of strategic 

enterprises. Firstly, multiple joint organizations were set up in the natural gas sector of 

the Central European countries,30 namely Poland (Europol Gaz), Hungary (Panrusgáz), 

Bulgaria (Topenergo, Overgas), Slovakia (Slovrusgas) and Romania (Wirom). All of 

these companies emerged between 1993 and 1998, with Gazprom controlling no more 

than 50 % shares – or so it seemed at the first sight. In reality, Moscow controlled more 

than half of the shares in the case of Poland’s Europol Gaz and Hungarian Panrusgáz 

due to shady ownership structure of other partner companies.31  

 

The purpose of the joint ventures was to facilitate import and / or transit of natural 

gas from Russia. The main problem with this scheme was that the representatives of 

Gazprom were essentially sitting at both sides of the table when negotiating the deals on 

gas imports. The results were obvious – the transit fees in Central and Eastern Europe 

were significantly lower than in Western Europe, and the price of gas was higher.32 

Such scenario can be replicated in the refining sector as well, although only when it 

comes to refineries, which are connected to a single pipeline originating in Russia.  

 

After Gazprom became an active player in the natural gas sector of many European 

countries during the 1990s, Russian oil companies begun their expansion abroad as 

well. First attempt to buy a refinery in Central Europe took place in 2001, when a 

mysterious company Rotch energy voiced its interest in acquiring Rafineria Gdańska 

located in the north of Poland. After a thorough audit revealed serious flaws in the 

budget of the company and experience of its managers, the organization partnered with 

                                                 
30 Gazprom co-founded several gas companies in the Western Europe as well, but has been forced to 

behave more moderately on their markets due to the fact that these countries were not dependent on 

natural gas imports from Russia. For a complete list of subsidiaries see: 

http://www.gazprom.com/about/subsidiaries/by-type/ 
31 Anita Orbánová: Moc, energie a nový ruský imperialismus. Argo, 2010. P. 64-67. 

http://www.gazprom.com/about/subsidiaries/by-type/
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Lukoil. This symbiotic relationship was supposed to ensure smooth acquisition of the 

refinery, but raised concerns in Warsaw, which decided to call off the privatization 

process.  

 

In 2005, Gazprom publicly announced it is ready to buy 12 % stake of MOL, a 

Hungarian oil company owning the country’s sole refinery. Although Gazprom 

eventually did not close the deal, analysts pointed out, that some of the shares of MOL 

might be under indirect control of Russian companies anyway.33 Another attempt to 

take over MOL was recorded two years later. This time, the buyer came in the form of 

OMV, the Austrian oil and gas company, which has had exceptional relationship with 

Russia since 1968, when it was the first western company to sign a gas contract with 

Moscow.34 OMV bought the stake and immediately resold it to Russian company 

Surgutneftegas. Thanks to the vigilance of the Hungarian government, which bought the 

shares back after tough negotiations in 2011, this attempt ended up unsuccessful as 

well.35 

  

A terrific example of how far was Moscow ready to go in order to acquire stakes in 

refineries in Europe is the case of Mažeikių Nafta (later renamed to ORLEN Lietuva) 

located in Lithuania. Russian companies Lukoil and TNK-BP publicly claimed its 

interest in acquiring the stake, but the Lithuanian government decided to sell it to the 

Polish organization PKN Orlen in order to prevent Russian influence in the country 

from rising. The reaction of the Kremlin was swift – the refinery, which was dependent 

on crude oil coming through a pipeline from Russia through Belarus, was immediately 

cut off from the supplies. According to the owners of the pipeline, the interruption was 

caused by technical problems.36 The management of the refinery eventually came up 

with a solution to the crisis, and contracted crude oil from a distribution company that 

                                                                                                                                               
32 Anita Orbánová: Moc, energie a nový ruský imperialismus. Argo, 2010. P. 64.  
33 Ibid., P. 123 
34 Stratfor: Gazprom’s subtle attempt to take over MOL. 2007. 

https://www.stratfor.com/analysis/hungary-gazproms-subtle-attempt-take-over-mol 
35 Reuters: Hungary bought back Surgut's stake in MOL. May 2011. 

http://www.reuters.com/article/mol-surgut-idUSTST00206120110524 
36 The New York Times: Lithuania suspects Russian oil grab. October 2006. 

 http://www.nytimes.com/2006/10/27/business/worldbusiness/27iht-

embargo.3312013.html?pagewanted=all 

https://www.stratfor.com/analysis/hungary-gazproms-subtle-attempt-take-over-mol
http://www.reuters.com/article/mol-surgut-idUSTST00206120110524
http://www.nytimes.com/2006/10/27/business/worldbusiness/27iht-embargo.3312013.html?pagewanted=all
http://www.nytimes.com/2006/10/27/business/worldbusiness/27iht-embargo.3312013.html?pagewanted=all
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shipped it through the Baltic Sea, but the price was higher compared to the crude from 

the pipeline which caused financial trouble for the refinery.37    

 

The aforementioned examples proved that the initial attempts of the Russian state 

owned and private companies to take over European refineries were all but 

unsuccessful. The situation has been slowly changing however, and Russian companies 

currently enjoy an unprecedented level of influence over the refining sector in Europe.  

 

3.3 Current state of affairs 

 

After providing a brief historical overview of the activities of Russian state owned 

and private companies in Europe, we can now start exploring the current situation in the 

refining sectors of the member states of the European Union. The chapter will 

demonstrate that Russian national organizations own a significant number of shares in 

refining facilities throughout Europe, and that their expansion has not been hampered by 

the international economic sanctions imposed on Moscow after the annexation of 

Crimea.  

 

At the end of each of the country reports is a table highlighting the details about the 

refineries, which are owned or co-owned by the Russian companies. The Nelson 

complexity index is awarded based on an internationally recognized criteria. It measures 

the technological level of the particular components, which together make up the 

refinery.38 To give reader a perspective about the importance of these refineries for the 

economy of the country, the information is followed by details about the overall 

production of the refined products in the country. The last box in the table shows what 

part of the production comes from facilities owned or co-owned by Russian 

organizations. Nevertheless, this estimate is only illustrative. No refinery performs up to 

100 % of its capacity each year. Firstly, management of the facility might decide to 

                                                 
37 Interfax: Russian oil deliveries fundamental for Mazeikiu Nafta refinery – Lithuanian PM. 2006 

http://www.forum-ekonomiczne.pl/wp-content/uploads/2011/08/Russian_oil_deliveries.pdf 

 
38 Oil and Gas Journal: Refining Report Complexity index indicates refinery capability, value. March 

1996. 

http://www.ogj.com/articles/print/volume-94/issue-12/in-this-issue/general-interest/refining-report-

complexity-index-indicates-refinery-capability-value.html 

 

http://www.forum-ekonomiczne.pl/wp-content/uploads/2011/08/Russian_oil_deliveries.pdf
http://www.ogj.com/articles/print/volume-94/issue-12/in-this-issue/general-interest/refining-report-complexity-index-indicates-refinery-capability-value.html
http://www.ogj.com/articles/print/volume-94/issue-12/in-this-issue/general-interest/refining-report-complexity-index-indicates-refinery-capability-value.html
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lower the overall output in order to reflect the demand on the market. Secondly, each 

refinery has to undergo regular maintenance, during which it has to be shut down. The 

starting date of the operation can be planned, but nobody can estimate beforehand how 

long will the operation take. Lastly, details about the refinery runs are not being 

published right away, so the “total production” includes information based on data that 

are 2-3 years old. Despite these negative features of the tables, I believe they will not be 

detrimental to the quality of the thesis, and the arguments made on their basis will be 

relevant.  

 

 

3.3.1 Bulgaria 

 

Bulgaria is a rare example among the EU member states. It is capable of 

supplying all main types of fuels for its economy, namely the diesel fuel, gasoline, jet 

fuel and bunker fuel for ships. This does not mean that Bulgaria does not face any 

problems on the oil products market. The overproduction of gasoline is significant, and 

as it was stated in the previous parts of this thesis, it is increasingly difficult to find 

enough customers in Europe. The only crude oil product used in the transportation 

sector that needs to be imported in large quantities is the LPG.  
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Bulgarian refining sector is currently the one that is the most exposed to Russian 

influence of all the EU member states. Lukoil, a private Russian company with close 

ties to the Kremlin, owns the Neftochim Burgas refinery, which is the biggest refining 

facility in the South-Eastern Europe, and the only refinery in Bulgaria. It is located close 

to the seacoast, which makes the import of crude as well as the export of finished 

products rather flexible. 

 

 The facility has been up and running since 1964, and thanks to its technological 

complexity it produces a wide variety of chemical compounds. It is also highly probable 

that it produces the F-76 fuel for the Bulgarian navy. As for the F-44, Bulgaria does not 

possess any aircraft carriers, but its production cannot be ruled out. There could be at 

least two motivating factors for the refinery owners to produce such fuel – firstly, they 

could sell it to foreign armies and obtain interesting data about their needs. Secondly, 

they could develop long-term partnerships with regular customers, and disrupt the 

supply in case of need.  

 

Nevertheless, we cannot preclude that the main motivation behind taking over 

the Bulgarian refining industry was completely different. Russian capital is present in 

many strategic sectors of the Bulgarian economy. We can trace it in the tobacco 

industry (Russian VTB Bank bought 79.83 % of Bulgartabac in 2011 through a 

company called BT invest which is based in Vienna, which is one of many examples of 

Russian interests finding a way to the Balkans through Austria), media or the real estate 

market. Not to mention that the army of Bulgaria still relies on Soviet equipment.39 It is 

therefore possible that Lukoil decided to invest its assets here purely out of 

convenience, because of the deep knowledge of local elites and business environment. 

 

Since 1999 when Lukoil acquired a controlling stake at the refinery, there has 

been one major accident that lead to a disruption of supplies. The refinery was briefly 

shut down in 2011, because it failed to comply with the Bulgarian legislative regulations 

and its license was revoked. After the problem was fixed, the operations resumed. 

Another breach of the rules took place in 2015, when approximately 40 tons of liquid 

                                                 
39 Dimitar Bechev: Russia’s influence in Bulgaria. 2010. 

http://europeanreform.org/files/ND-report-RussiasInfluenceInBulgaria-preview-lo-res_FV.pdf 

http://europeanreform.org/files/ND-report-RussiasInfluenceInBulgaria-preview-lo-res_FV.pdf
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products spilled into a nearby lake. The company was fined USD 58 000 for this 

accident.40  

 

In 2015, Lukoil invested in new equipment for the refinery and increased its 

energy efficiency as well as the ability to produce light fuels.41 Unfortunately, launching 

one of the freshly installed components released an unprecedented amount of hydrogen 

sulfide in the air, for which the company received a hefty fine of EUR 125 000.42 On a 

more serious note, Lukoil has been recently accused of artificially lowering its profits in 

Bulgaria through buying overpriced crude oil from itself. Furthermore, the company 

refuses to share information about usage of the storage facilities and pipelines, which 

could mean someone is trying to cover up illegal trade of crude oil and fuels.43  

 

 

 

Russian assets in Bulgaria 

Name Capacity Nelson complexity 

index 

Ownership structure (%) 

Neftochim Burgas 

Refinery 

208 000 bpd 8.9 Lukoil (99), Minority 

shareholders (1) 

Refineries in Bulgaria 

Total production Russian influence (% of the production) 

≈ 208 000 bpd ≈ 100 

44, 45 

                                                 
40 Reuters: Bulgaria fines Lukoil's refinery $58,000 over petrol spill. June 2015. 

http://af.reuters.com/article/energyOilNews/idAFL5N0Z43N820150618 
41 Oil and Gas journal: Lukoil commissions new plant at Bulgarian refinery. May 2015. 

http://www.ogj.com/articles/2015/05/lukoil-commissions-new-plant-at-bulgarian-refinery.html 
42 Radio Bulgaria: Lukoil to get fined for gassing Burgas with hydrogen sulfide. April 2016.  

 http://bnr.bg/en/post/100676543/lukoil-to-get-fined-for-gassing-burgas-with-hydrogen-sulfide 
43 Risk management lab: Interim report on liquid fuels including proposals. June 2015. 

http://riskmanagementlab.com/en/fileadmin/user_upload/documents/news/REC_IR_Fuels__June_2015__

WELL-

FOUNDED_DOUBTS_OF_CAUSING_DAMAGES_TO_THE_BUDGET_OF_THE_REPUBLIC_OF_

BULGARIA_WITH_THE_PRICE_OF_CRUDE_OIL.pdf 
44 Lukoil.com: Burgas refinery. 2015. 

http://www.lukoil.com/materials/doc/IR2014/FB44.pdf 
45 Lukoil.com: LUKOIL TO BUY 6.75% OF SHARES OF BURGAS REFINERY FROM MINORITY 

SHAREHOLDERS. 2005. http://www.lukoil.com/press.asp?div_id=1&id=2337 

http://af.reuters.com/article/energyOilNews/idAFL5N0Z43N820150618
http://www.ogj.com/articles/2015/05/lukoil-commissions-new-plant-at-bulgarian-refinery.html
http://bnr.bg/en/post/100676543/lukoil-to-get-fined-for-gassing-burgas-with-hydrogen-sulfide
http://riskmanagementlab.com/en/fileadmin/user_upload/documents/news/REC_IR_Fuels__June_2015__WELL-FOUNDED_DOUBTS_OF_CAUSING_DAMAGES_TO_THE_BUDGET_OF_THE_REPUBLIC_OF_BULGARIA_WITH_THE_PRICE_OF_CRUDE_OIL.pdf
http://riskmanagementlab.com/en/fileadmin/user_upload/documents/news/REC_IR_Fuels__June_2015__WELL-FOUNDED_DOUBTS_OF_CAUSING_DAMAGES_TO_THE_BUDGET_OF_THE_REPUBLIC_OF_BULGARIA_WITH_THE_PRICE_OF_CRUDE_OIL.pdf
http://riskmanagementlab.com/en/fileadmin/user_upload/documents/news/REC_IR_Fuels__June_2015__WELL-FOUNDED_DOUBTS_OF_CAUSING_DAMAGES_TO_THE_BUDGET_OF_THE_REPUBLIC_OF_BULGARIA_WITH_THE_PRICE_OF_CRUDE_OIL.pdf
http://riskmanagementlab.com/en/fileadmin/user_upload/documents/news/REC_IR_Fuels__June_2015__WELL-FOUNDED_DOUBTS_OF_CAUSING_DAMAGES_TO_THE_BUDGET_OF_THE_REPUBLIC_OF_BULGARIA_WITH_THE_PRICE_OF_CRUDE_OIL.pdf
http://www.lukoil.com/materials/doc/IR2014/FB44.pdf
http://www.lukoil.com/press.asp?div_id=1&id=2337
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3.3.2 Romania 

 

Romania once was a refining superpower, having more than 10 refineries on its 

territory allowed the country to export a significant amount of crude oil products 

through pipelines and seaports in Constanta and Midia. As of today, only 4 refineries 

operate in the country. They are able to cover most of the domestic demand, and export 

gasoline and jet fuel. When it comes to diesel fuel and fuel oil, Bucharest has been 

increasingly dependent on foreign imports.   

 

 

 

The most dominant Russian player on the Romanian oil market is Lukoil. It 

bought 100% shares of the Petrotel Refinery in 1998, and modernized it for $ 230 

million. Another series of investments in the equipment of the facility followed the 

country’s accession to the EU, as it was needed to meet much stricter environmental 

standards than before. The facility is now one of the largest and most technologically 

advanced refineries in Romania. It produces 2.4 million tons of fuels and other chemical 

compounds every year. It was briefly closed when its chief executive Andrey Bogdanov 

was accused of tax evasion and money laundering (over € 200 million),46 but its 

operation was restarted a couple of days after.   
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It would be interesting to know why the businesspeople from Russia targeted 

Romania for so many investments. A part of the answer is that the then-PM Victor 

Ponta officially invited Russian investors to acquire stakes in Romanian companies. 

This was a delicate move given the contradictory stances of the two countries on the 

future of Moldova and Transnistria. The decision has received a lot of attention in the 

media as well as the public, and it would be interesting to find out whether the invitation 

was or was not compensated by some unofficial deals struck behind closed doors.   

 

Russian investments started pouring in Romania much earlier though, and we 

have to look for additional factors that could have played the key role. Russian 

businesspeople own stakes in multiple sectors of the economy, especially in metallurgy 

and other branches of heavy industry. Russian oligarch Vitaliy Machitski controls Alum 

Tulcea, the largest producer of aluminum in Central and Eastern Europe. Moscow based 

TMK Pipe Metallurgical Company made its way to Romania in 2001 when it 

incorporated the ArtRom pipeline plant. In 2004, it bought 90 % of Combinatiul 

Siderugic Resita steelworks, which is the third largest manufacturer of rolled steel in 

Romania.47  

 

However interesting these acquisitions are, we should return to the refining 

sector, and mention one more important acquisition, which took place in 2008. It was 

the year when RAFO Onesti, one of the biggest refineries in Romania producing up to 

3.5 million tons of refined products annually, was acquired by a Russian businessman 

Iakov Goldovsky through an Austria-based Petrochemical Holding GmbH. The 

transaction raised suspicions even in the Western press due to the connection between 

Goldovsky and Michael Chernoy, who was suspected of money laundering, 

embezzlement and fraud in several countries.48  

 

He decided to halt the refinery’s production in early 2015, ordered the facility to 

be dismantled and its parts are to be sold for scrap.49 What looks like a business failure 

                                                                                                                                               
46http://www.novinite.com/articles/165088/Head+of+Lukoil+Romania+Refinery+Charged+with+Tax+Ev

asion,+Money+Laundering 
47 Dismantling the West: Russia's Atlantic Agenda. P. 167-168. 
48 Financial times: Bid to buy Romanian refinery raises concerns. December 2006. 

http://www.ft.com/intl/cms/s/0/66bfe93c-8fce-11db-9ba3-0000779e2340.html#axzz45wL9UE1t 
49 Mediafax.ro: Acţionarii RAFO Oneşti au aprobat vânzarea rafinăriei la fier vechi. February 2015. 

http://www.novinite.com/articles/165088/Head+of+Lukoil+Romania+Refinery+Charged+with+Tax+Evasion,+Money+Laundering
http://www.novinite.com/articles/165088/Head+of+Lukoil+Romania+Refinery+Charged+with+Tax+Evasion,+Money+Laundering
http://www.ft.com/intl/cms/s/0/66bfe93c-8fce-11db-9ba3-0000779e2340.html#axzz45wL9UE1t
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at the first sight could have a strategic dimension though. By shutting the refinery down, 

Romania’s output of refined products significantly decreased. This opens up new 

possibilities for Lukoil, which operates the aforementioned Petrotel refinery in 

Romania. It may also create a need to import refined products – perhaps from Russia, 

where Iakov Goldovskyi owns another chemical company based in the Nizhnyi 

Novgorod region. Unfortunately, there are no public information on whether the closure 

of the RAFO Onesti refinery sparked increase of imports to Romania from this 

particular facility.  

 

Russian control over the Romanian refining industry could potentially increase 

in the near future. There have been talks about asset swaps between OMV and 

Gazprom, which could include assets in third countries. OMV controls Romania’s 

Petrom, which is the largest company in the country, and the largest oil and gas 

producer in the Balkans.50 When put together with the above-mentioned acquisition of 

RAFO Onesti by an enterprise registered in Austria, we can draw interesting 

conclusions about hypothetical coordination of interests between Vienna and Moscow 

in Romania. Now we have to wait for the asset swap to take place in order to find out 

which part of the OMV portfolio will be handed over to Gazprom.   

 

Russian assets in Romania 

Name Capacity Nelson 

complexity index 

Ownership structure (%) 

Petrotel-Lukoil 

refinery 

58 000 bpd 1051 Lukoil (100) 

Refineries in Romania 

Total production  Russian influence (% of the production) 

≈ 238 000 bpd ≈ 20  

52, 53 

                                                                                                                                               
http://www.mediafax.ro/economic/actionarii-rafo-onesti-au-aprobat-vanzarea-rafinariei-la-fier-vechi-

13852618 
50 Reuters: Gazprom asset swap in focus as OMV chief plans Russia visit. March 2016. 

http://www.reuters.com/article/omv-russia-idUSL5N16U3UB 
51 The highest of all Lukoil refineries. 

http://www.lukoil.com/materials/doc/Sayt2014/Oil%20refin_FB_eng_66.pdf  
52 Petrotel-Lukoil refinery:http://www.lukoil.com/materials/doc/IR2014/FB43.pdf 
53 The competitiveness of the refining industry in Romania and the EU 

http://www.mediafax.ro/economic/actionarii-rafo-onesti-au-aprobat-vanzarea-rafinariei-la-fier-vechi-13852618
http://www.mediafax.ro/economic/actionarii-rafo-onesti-au-aprobat-vanzarea-rafinariei-la-fier-vechi-13852618
http://www.reuters.com/article/omv-russia-idUSL5N16U3UB
http://www.lukoil.com/materials/doc/Sayt2014/Oil%20refin_FB_eng_66.pdf
http://www.lukoil.com/materials/doc/IR2014/FB43.pdf
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3.3.3 Germany 

 

Germany has suffered from the overproduction of certain products and an 

underproduction of others. Berlin is especially dependent on imports of diesel fuel, jet 

fuel and other middle distillates. As for the Jet-A1, Germany has been importing almost 

50 % of its consumption. It has been exporting a rising amount of gasoline.54  

 

 

 

Structural deficits of the refining sector was highlighted in 2011, when 

ConocoPhillips closed down the then-second largest refinery in the country due to its 

unprofitability.55 To the surprise of many, after the announcement was made, a Dutch 

oil investment organization Hestya Energy decided to buy off the facility and restart it 

after nearly two years of inactivity.56  

 

Russian state-owned company Rosneft has been active on the German refining 

market since 2011, when it bought 50 % of the Ruhr Oel GmbH holding.57 Rosneft 

                                                                                                                                               
http://www.enpg.ro/shared/images/publicatii/218/EPG_2015-11-

13_Radu%20Dudau_Competitivitatea%20industriei%20rafinarii.pdf 
54 International Energy Agency: Energy supply security 2014: Germany. 2014 

https://www.iea.org/media/freepublications/security/EnergySupplySecurity2014_germany.pdf 
55 Bloomberg: Conoco Reaches Deal to Close Wilhelmshaven Refinery in Germany. 2011. 

http://www.bloomberg.com/news/articles/2011-05-10/conoco-reaches-deal-to-close-wilhelmshaven-

refinery-in-germany 
56 Reuters: UPDATE 2-Hestya Energy to buy, restart German refinery. August 2011. 

http://www.reuters.com/article/refinery-germany-idUSL6E7JA0UJ20110810 
57 Rosneft.com: Rosneft Acquires 50% of Ruhr Oel GmbH. May 2015. 

 http://www.rosneft.com/news/pressrelease/05052011.html 

http://www.enpg.ro/shared/images/publicatii/218/EPG_2015-11-13_Radu%20Dudau_Competitivitatea%20industriei%20rafinarii.pdf
http://www.enpg.ro/shared/images/publicatii/218/EPG_2015-11-13_Radu%20Dudau_Competitivitatea%20industriei%20rafinarii.pdf
https://www.iea.org/media/freepublications/security/EnergySupplySecurity2014_germany.pdf
http://www.bloomberg.com/news/articles/2011-05-10/conoco-reaches-deal-to-close-wilhelmshaven-refinery-in-germany
http://www.bloomberg.com/news/articles/2011-05-10/conoco-reaches-deal-to-close-wilhelmshaven-refinery-in-germany
http://www.reuters.com/article/refinery-germany-idUSL6E7JA0UJ20110810
http://www.rosneft.com/news/pressrelease/05052011.html
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closely cooperates with the British Petroleum, a company that co-owned several energy 

assets in Russia through a TNK-BP holding, which was merged with Rosneft in 2013. 

In contrast with the situation in Italy, where Rosneft decided to sell a part of its share in 

the Saras refinery, Germany witnesses a steady increase of Russian capital in its oil 

refining sector. As of early 2016, the company announced its plans to expand its interest 

in the Byernoil refinery complex located in cities of Vohburg and Neustadt (from 12.5 

% to 25 %), the MiRO refinery in Karlsruhe (from 12 % to 24 %) and the PCK refinery 

situated in the eastern Germany near Schwedt am Oder (from 35.42 % to 54.17 %).58 

Rosneft will not have to invest any financial resources for this operation. The transfer of 

shares is a result of the dissolution of Ruhr Oel, which was agreed upon with the British 

Petroleum. Rosneft therefore not only increased the volume of shares of the 

aforementioned refineries, but it also moved from indirect ownership to a direct one.  

 

Another Russian player active in the Western Europe is the Gunvor investment 

group. According to some sources, Vladimir Putin indirectly owned as much as 75 % of 

Gunvor.59 While these accusations could be false, it is difficult to hide the fact that the 

company enjoys unique access to Russian crude oil resources in the Russian sector of 

the Caspian Sea, and also owns 26 % of the Ust-Luga Oil Products Terminal which 

serves as one of the major points of export to the Western markets. This would hardly 

be imaginable without direct approval by the Kremlin. Further evidence supporting the 

direct connection between Moscow and Gunvor emanates from the fact, that one of its 

founders is Gennady Timchenko, a longstanding ally of Vladimir Putin whose 

relationship with the current president of the Russian federation dates back to the 1990s. 

Gunvor recently allocated some of its investments to Germany, where it bought the 

refinery in Ingolstadt in 2012. The facility is located in a landlocked region, and thus is 

connected to the outside world by railways, roads, and the Transalpine pipeline (TAL). 

 

What was the main motivation behind investing in these particular refineries is 

difficult to estimate. None of the above-mentioned facilities is connected to the NATO 

Central Europe Pipeline System, and the Bayernoil facility has been one of the most 

                                                 
58 BP.com: Rosneft and BP sign agreement to dissolve the joint venture Ruhr Oel GmbH as part of 

German refining venture restructuring. January 2016. 

http://www.bp.com/en/global/corporate/press/press-releases/rosneft-and-bp-sign-agreement-to-dissolve-

the-joint-venture-ruhr-oel-gmbh.html 
59 Karen Dawisha: Putin's Kleptocracy: Who Owns Russia? 2014. P. 113. 

http://www.bp.com/en/global/corporate/press/press-releases/rosneft-and-bp-sign-agreement-to-dissolve-the-joint-venture-ruhr-oel-gmbh.html
http://www.bp.com/en/global/corporate/press/press-releases/rosneft-and-bp-sign-agreement-to-dissolve-the-joint-venture-ruhr-oel-gmbh.html
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modern refineries in Germany since its complex reconstruction in 2008. Does it mean 

that we can safely rule out any strategic reasons for the acquisition? I believe there can 

be some other aspects of the refineries, which made them attractive in eyes of the 

Rosneft’s managers. Primarily, the PCK refinery is connected to the Druzhba pipeline, 

which distributes Russian crude oil. It is therefore in Moscow’s interest to keep the 

refinery up and running, so that it has a reliable customer for its domestic crude 

production. Secondly, the refineries find themselves in landlocked regions, which 

means that any long-term disruptions of production would be relatively difficult to 

mitigate from the perspective of logistics. Secondly, the refineries produce diesel fuel in 

significant quantities, which means they contribute to lowering the demand for the 

diesel fuel from Russia. Thirdly, Gunvor Ingolstadt, Bayernoil refinery and the MiRO 

refinery import most of the crude oil through the Transalpine Pipeline starting at the 

port in Trieste that was built on the coast of the Mediterranean Sea – a region where 

many refineries are co-owned or owned by the Russian national oil companies.  

 

The question is, whether the limited ownership of shares allows Rosneft to 

influence the operations of the refineries, and whether it makes sense to try to control 

refineries connected to the pipelines leading to the Mediterranean Sea. The most 

probable desire of Moscow could be to improve the chances of the refineries buying 

crude oil from Russia. Furthermore, the Kremlin has amassed a considerable influence 

in the Bavarian refining sector, as it owns or co-owns all three of the region’s refineries. 

This has serious strategic implications given the fact the region has no direct access to 

the sea, and any supply disruptions would be difficult to mitigate.    

Russian assets in Germany 

Name Capacity Nelson 

complexity index 

Ownership structure (%) 

PCK Schwedt 

refinery 

240 000 bpd 9.2  Rosneft (54.17), Shell (37.5),  

Eni (8.33) 

Bayernoil refinery 206 000 bpd 6.8 Varo energy (45), Rosneft (25), 

BP (10), Eni (20) 

MiRO refinery 299 000 bpd 8.1 Shell (32.25), Esso (25), Rosneft 

(24), Phillips 66 (18.75) 

Gunvor Refinery 110 000 bpd 7.3  Gunvor (100) 
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Ingolstadt 

Refineries in Germany 

Total production Russian influence (% of the production) 

≈ 2 206 000 bpd ≈ 38 

60,61,62,63 

  

3.3.4 Italy 

 

Despite the fact that Italy has one of the biggest refining sectors in Europe, and 

some of the refineries remain underutilized, Rome cannot fully cover the domestic 

demand for some kinds of crude oil products, namely the LPG, jet fuel, naphtha and 

ethane.64 This means that any potential shutdown of a refinery selling one or more of the 

aforementioned products will result in increased dependence on sources from abroad. 

Just like in the case of Germany, the discrepancy between production and consumption 

is the highest in the aviation fuel production. 

 

 

                                                 
60 Gunvor refineries: http://gunvorgroup.com/our-assets/refineries/ 
61 MiRO refinery: http://www.phillips66.com/EN/about/our-businesses/refining/Pages/miro-refinery.aspx 
62 PCK refinery: http://www.pck.de/en/ 
63 IEA: Germany http://www.iea.org/publications/freepublications/publication/germanyoss.pdf 
64 International Energy Agency: Energy supply security 2014: Italy. 2014.  

https://www.iea.org/media/freepublications/security/EnergySupplySecurity2014_italy.pdf 

http://gunvorgroup.com/our-assets/refineries/
http://www.phillips66.com/EN/about/our-businesses/refining/Pages/miro-refinery.aspx
http://www.pck.de/en/
http://www.iea.org/publications/freepublications/publication/germanyoss.pdf
https://www.iea.org/media/freepublications/security/EnergySupplySecurity2014_italy.pdf
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Late 2013 was the last time a refinery has been closed in Italy. In 2014, ENI, 

which is the largest refining enterprise in the country, temporarily stopped production in 

two of its refineries (Gela and Porto Marghera with a total capacity of 200 000 barrels 

per day are to be turned into biodiesel plants).65 Further closures or capacity reductions 

on the Apennine Peninsula are far from unrealistic, as the refineries amassed financial 

losses totaling over EUR 7 billion during the last years.66 Notwithstanding the closures, 

Italy still has 11 comparatively large refineries, and their utilization rate has been under 

70 %. On the other hand, it is unlikely they will be shut down as long as the prices of 

crude oil remain in their all time lows.  

 

What motivates Russian companies to invest in such an unpleasant business 

environment? While there has been a certain rollback of Rosneft’s presence on the 

Italian refining market in late 2015, the position of Lukoil has been growing since 2008, 

when it formed joint venture with ERG, Italy’s second largest refiner by market share, 

in order to acquire the Isab di Priolo refinery on Sicily. While Lukoil originally 

controlled only 49 % of the available shares, it gradually bumped up the stake to 60 % 

in 2011, a year later to 80 %, and finally in 2014 it bought the remaining shares and now 

has a complete control over the refinery, which represents over 15 % of the Italian 

refining capacity.67  

 

Just like in the previous cases, there are no clues in the open sources on whether 

or not the refinery can produce the F-44 and F-76 military fuels, and whether it has been 

selling fuel to the Italian navy. It has a very convenient location on Sicily though, which 

opens up possibilities for exporting oil products into the Mediterranean area and the 

Balkans. When buying the initial stake at the refinery, the vice-president of Lukoil 

publicly stated: “Together with our refinery in Romania we can in fact dominate the 

Balkan market“.68 This goal might be perfectly justifiable from the business perspective 

of Lukoil, but it is questionable whether the refinery on Sicily will help to achieve it. 

                                                 
65 ISPI: 2014 in refining: Europe is ailing, Italy is worse. 2015. 

http://www.ispionline.it/en/energy-watch/2014-refining-europe-ailing-italy-worse-12018 
66 Platts.com: Italian refineries at risk of closure: industry group. 2014. 

http://www.platts.com/latest-news/oil/rome/italian-refineries-at-risk-of-closure-industry-26747307 
67 Oil and Gas Journal: Lukoil takes control of Sicilian refinery. 2014. 

http://www.ogj.com/articles/2014/01/lukoil-takes-control-of-sicilian-refinery.html 
68 Reuters: Lukoil buys 49 percent of ERG's main refinery in Sicily. 2008. 

http://www.ispionline.it/en/energy-watch/2014-refining-europe-ailing-italy-worse-12018
http://www.platts.com/latest-news/oil/rome/italian-refineries-at-risk-of-closure-industry-26747307
http://www.ogj.com/articles/2014/01/lukoil-takes-control-of-sicilian-refinery.html
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The refineries in Mediterranean basin are abundant, and customers in this region have 

many suppliers to choose from.  

 

Rosneft was the second energy company to set foot into the Italian refining 

industry. It bought a small stake in the Sarroch refinery in 2013. The facility is located 

on the island of Sardinia. The official website or other sources do not offer any 

information on the significance of the facility for the naval forces of Italy. Its 

importance for the Italian refining sector and the whole region is undisputable, as it is 

one the largest Mediterranean refinery with the production capacity of 300 000 barrels 

per day (approximately 15 % of the refining capacity of Italy69).  

 

 

Russian assets in Italy 

Name Capacity Nelson 

complexity index 

Ownership structure (%) 

Sarroch refinery 300 000 bpd 9.2 Moratti family (50.022), Rosneft 

(12), Small owners (37.978) 

Priolo Gargallo 

Isab Refinery 

320 000 bpd 9.3  Lukoil (100) 

Refineries in Italy 

Total production Russian influence (% of the production) 

≈ 1 700 000 bpd  ≈ 36 

70,71,72 

 

 

 

                                                                                                                                               
http://www.reuters.com/article/us-erg-lukoil-idUSL245192920080624 
69 Saras: Corporate profile. 2016. http://www.saras.it/saras/pages/aboutus/corporateprofile 
70 Eni: The Italian refining industry between crisis and a significant evolution. 2015. 

http://www.eni.com/en_IT/company/culture-energy/panorama-current-world-energy-trends/italian-

refining-industry/italian-refining-industry.shtml 
71 Sarroch refinery: http://www.saras.it/saras/pages/inthefield/assets/refining 
72 The ISAB Refinery: http://lukoil.it/en/isab-refinery 

 

http://www.reuters.com/article/us-erg-lukoil-idUSL245192920080624
http://www.saras.it/saras/pages/aboutus/corporateprofile
http://www.eni.com/en_IT/company/culture-energy/panorama-current-world-energy-trends/italian-refining-industry/italian-refining-industry.shtml
http://www.eni.com/en_IT/company/culture-energy/panorama-current-world-energy-trends/italian-refining-industry/italian-refining-industry.shtml
http://www.saras.it/saras/pages/inthefield/assets/refining
http://lukoil.it/en/isab-refinery
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3.3.5 The Netherlands 

 

Benelux currently witnesses a wave of activities of the Gunvor investment 

group, which recently acquired a refinery in Rotterdam, the Netherlands. The port is one 

of the busiest hubs in the world, and has strategic significance for the Netherlands as 

well as the whole European Union.  

 

 Lukoil is the second Russian oil company, which is present in the Benelux 

region. Since 2009, it owns 45 % of the Vlissingen Refinery, a seaside facility located in 

the southern part of the Netherlands. The refinery is capable of processing highly-

viscous oil, which makes it a perfect consumer of the crude oil from the Russian 

oilfields belonging to Lukoil. The company had been a dominant supplier of crude to 

the refinery before the acquisition took place.73 

 

 Despite significant presence of Russian influence in the refining sector of 

the Netherlands, Amsterdam has very little reason to be worried. The abundance of 

ports and a dense pipeline infrastructure make it virtually impossible to destabilize the 

economy of the country through its refining sector. Furthermore, there are many other 

refineries in the Netherlands, which are owned by reliable private European and US 

companies (ExxonMobil, Koch Industries, BP, Royal Dutch Shell). These would be 

capable of providing enough petroleum products for Amsterdam in case of any trouble 

with the refineries owned by Gunvor or Lukoil occur. The only potential weakness lays 

within the insufficient production capacity of LPG, which needs to be imported in 

significant quantities.  

 

                                                 
73 Jamestown.org: Lukoil Acquires Major Stake in Netherlands Refinery and Marketing. June 2009. 

http://www.jamestown.org/single/?tx_ttnews%5Btt_news%5D=35187&no_cache=1#.VzCBmoSLS70 

http://www.jamestown.org/single/?tx_ttnews%5Btt_news%5D=35187&no_cache=1#.VzCBmoSLS70
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Since 2004, the country has also turned to a net importer of residual fuel oil. 

Local refineries are still capable of producing approximately 70 % of its needs 

however.74 

 

 

Russian assets in the Netherlands 

Name Capacity Nelson 

complexity index 

Ownership structure (%) 

Gunvor Petroleum 

Rotterdam 

88 000 bpd 7.8 Gunvor (100) 

Vlissingen refinery 190 000 bpd 9.8 Total (55), Lukoil (45) 

Refineries in the Netherlands 

Total production Russian influence (% of the production) 

≈ 1 230 000 bpd ≈ 23 

75,76,77 

                                                 
74 International energy agency: Emergency response of IEA countries: The Netherlands. 2012. 

https://www.iea.org/publications/freepublications/publication/OilGasSecurityNL2012.pdf 
75 Gunvor Refineries: http://gunvorgroup.com/our-assets/refineries/ 
76 Zeeland Refinery: http://www.zeelandrefinery.nl/ 
77 International energy agency: Emergency response of IEA countries: The Netherlands. 2012. 

https://www.iea.org/publications/freepublications/publication/OilGasSecurityNL2012.pdf 

https://www.iea.org/publications/freepublications/publication/OilGasSecurityNL2012.pdf
http://gunvorgroup.com/our-assets/refineries/
http://www.zeelandrefinery.nl/
https://www.iea.org/publications/freepublications/publication/OilGasSecurityNL2012.pdf
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3.3.6 Belgium 

 

Apart from the assets in Germany and the Netherlands, Gunvor also operates a 

refining facility in Antwerp, Belgium. The refinery was bought from Petroplus Holdings 

AG in 2012,78 a Swiss company that filed for insolvency the same year. Despite the 

unimpressive technological features of the refinery,79 it is a valuable piece of the 

Gunvor’s portfolio. Its main advantage is a large storage site with a capacity of over 1 

million cubic meters.80  

 

The situation in the refining sector of Belgium is very similar to that of the 

Netherlands. The country is a net exporter of refined products.81 The only disadvantage 

of its refineries is they cannot cover the domestic demand for LPG. The country also 

needs to import a small amount of naval fuels.  

 

 

 

 

                                                 
78 Bloomberg: Gunvor to Start Antwerp Refinery After Completing Purchase. May 2012. 

http://www.bloomberg.com/news/articles/2012-05-03/gunvor-to-start-antwerp-refinery-after-completing-

purchase-1- 
79 The Nelson complexity index of the refinery is 4.5, which is considered under average.  
80 Gunvor: Our assets. 2016 

http://gunvorgroup.com/our-assets/refineries/  
81 International Energy Agency: Oil and gas security – emergency response of IEA countries. 2010. 

https://www.iea.org/publications/freepublications/publication/belgium_2010.pdf 

http://www.bloomberg.com/news/articles/2012-05-03/gunvor-to-start-antwerp-refinery-after-completing-purchase-1-
http://www.bloomberg.com/news/articles/2012-05-03/gunvor-to-start-antwerp-refinery-after-completing-purchase-1-
http://gunvorgroup.com/our-assets/refineries/
https://www.iea.org/publications/freepublications/publication/belgium_2010.pdf
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The following table proves that the refinery controlled by Gunvor is responsible 

for less than 15 % of the overall refining capacity, and in case of need, Brussels could 

easily bump up the imports of fuel products thanks to its well-developed infrastructure 

and the tanker terminal in Antwerp.  

 

Russian assets in Belgium 

Name Capacity Nelson 

complexity index 

Ownership structure (%) 

BRC Antwerp 

Refinery 

110 000 

 

4.5  Gunvor (100) 

Refineries in Belgium 

Total production Russian influence (% of the production) 

780 000 bpd ≈ 14 

82,83 

 

3.3.7 Non-EU member states 

 

My thesis focuses primarily on Russian influence in the EU member states. 

Nevertheless, it is necessary to briefly mention the situation in those European states, 

which are not part of the European Union at the moment, but one day might join the 

club.  

Russia has an influential position in two of the potential member states – Serbia 

and Bosnia and Herzegovina. In Serbia, Russian state organization Gazprom Neft 

currently owns 56 % of Naftna Industrija Srbije (NIS). Its refining assets consist of 

facilities in Pančevo and Novi Sad. The company bought the initial stake of 51 % from 

the government of Serbia in 2008. NIS owns the Pancevo refinery. Notwithstanding the 

facilities currently process less than 100 000 barrels per day,84 they are crucial for the 

national economy as they present the only refining complex in the country. The deal is 

                                                 
82 Gunvor Refineries: http://gunvorgroup.com/our-assets/refineries/ 
83 International Energy Agency. Oil and Gas Security - Belgium 2010. 

https://www.iea.org/publications/freepublications/publication/belgium_2010.pdf 
84 Gazprom-neft: NIS Refining complex. 2016 

http://www.gazprom-neft.com/company/business/oil-refining/nis-refinery/ 

http://gunvorgroup.com/our-assets/refineries/
https://www.iea.org/publications/freepublications/publication/belgium_2010.pdf
http://www.gazprom-neft.com/company/business/oil-refining/nis-refinery/
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currently under investigation; the opposition parties doubt the legality of the 

transaction.85 

 

This situation resembles the atmosphere in another potential EU member state 

located in the Western Balkans – Bosnia and Herzegovina. Its refining sector is under 

complete control of Russian company Zarubezhneft, which entered the market in 2007, 

and bought 75 % of the refinery in Bosanski Brod, and 66.75 % of the Modrica Oil 

refinery in a process which was criticized for its nontransparency.86 

 

3.3.8 Conclusion 

 

Previous paragraphs showed which countries have to manage the presence of 

Russian private and national companies on their fuel production market. As we can see 

the greatest presence of Russian capital is in the Southeast Europe. The westernmost 

investments were made in Italy, Germany, the Netherlands and Belgium. All of the 

refineries are able to produce strategic fuels such as diesel, gasoline and jet fuel, some 

of them maybe supply military fuels to one or more European armies.   

 

We can hardly establish a pattern or a method, which would tell us why exactly 

were the aforementioned destinations chosen. Russian oil companies established their 

positions in countries, which are net exporters as well as net importers of fuel products. 

Some of the refineries are placed on the shore; others find themselves further away from 

the sea. The Nelson complexity index of the facilities owned or co-owned by Russian 

organizations varies greatly, as well as the age of the refineries and the volume of their 

output. Moscow invested in countries with underdeveloped refining sector, and gained 

control over significant portion of it, but at the same time, it did not hesitate to move 

into large states where it managed to establish only a marginal influence. Furthermore, 

the expansion is not linked to a particular presidential tenure, and has been ongoing 

since the collapse of the Soviet Union. Finally yet importantly, the countries which were 

                                                 
85 Bloomberg: Serbia Probes NIS Sale to Gazprom Neft Amid UAE Plans. August 2014. 

http://www.bloomberg.com/news/articles/2014-08-11/serbia-probes-nis-sale-to-gazprom-neft-amid-uae-

plans 
86 BalkanInsight: Russia-owned Bosnian Oil Refinery Reopens. November 

2008.http://www.balkaninsight.com/en/article/russia-owned-bosnian-oil-refinery-reopens 

http://www.bloomberg.com/news/articles/2014-08-11/serbia-probes-nis-sale-to-gazprom-neft-amid-uae-plans
http://www.bloomberg.com/news/articles/2014-08-11/serbia-probes-nis-sale-to-gazprom-neft-amid-uae-plans
http://www.balkaninsight.com/en/article/russia-owned-bosnian-oil-refinery-reopens
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targeted for expansion have a different set of strengths and weaknesses when it comes to 

refining – some are dependent on imported jet fuel but have abundance of gasoline, 

others struggle to meet domestic demand for LPG or diesel fuel.  

 

  Given these circumstances, we could only hardly estimate whether Russian 

ownership of European refineries will increase in the future, to which extent it will rise 

and in which countries exactly. An intriguing fact to point out is that the investments in 

European refineries keep flowing despite the international economic sanctions against 

Moscow – the latest acquisition (Rotterdam refinery) was finished as late as in February 

2016. While companies like Rosneft and Lukoil had to divest some of their assets, they 

managed to maintain their presence in the European refining industry. Surprisingly, 

Russian national companies in some cases increased their control of the refining 

facilities abroad. This interesting outcome of the financial sanctions is probably caused 

by the motivation of Russian companies to escape the strenuous domestic realities, and 

allocate as much money as possible into assets based in countries with stable economic 

regimes and hard currencies.  

 

Nevertheless, trying to find out which refineries will Russian companies try to 

buy in the future would be no easy task. During previous years, there were many 

opportunities to acquire refineries in France or Great Britain, which had been available 

for sell before they were eventually shut down. Russian companies such as Lukoil 

showed interest in some of them, but were not capable of presenting an interesting offer 

to the owners.87 The situation is different now, as the overcapacity in Europe or the low 

crude oil prices continue to create pressure on two types of the refinery operators. 

Firstly, those who are primarily dependent on revenues from selling crude oil and view 

the refining business as a secondary source of revenue. Secondly, those who have the 

possibility to get rid of their assets in Europe, and invest in more lucrative refining 

business in Asia or the Middle East. 

  

An alarming precedent was set by the aforementioned transfer of shares from the 

Kuwait Petroleum International to Gunvor, which took place in early 2016 and 

concerned the Rotterdam refinery in the Netherlands. Kuwait’s economy is highly 

                                                 
87 The Guardian: Russia's Lukoil set to bid for BP's last UK refinery. June 2006. 

https://www.theguardian.com/business/2006/jun/29/russia.oilandpetrol 

https://www.theguardian.com/business/2006/jun/29/russia.oilandpetrol
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dependent on crude oil production, and current low prices of oil put its budget under 

significant strain. This is probably the main reason the state looks for different sources 

of revenue, and selling off assets in Europe is a good way to amass financial resources 

easily. It will be interesting to observe whether Russian companies will try to buy into 

further refineries whose owners are in similar situation. One of the targets to watch will 

be the European assets belonging to the national oil companies of Kazakhstan. Astana 

struggles to keep its budget in black numbers due to its non-diversified economy, and 

there are rumors KazMunayGas is ready to do business with anyone willing to buy its 

assets. These include strategically important chemical plants in the western Balkans, 

namely the Petromidia and Vega refineries in Romania. Although China already made 

the move in late 2015 and acquired 51 % of KMGI (KazMunayGas International), 

which operates the aforementioned refineries, the remaining shares are still up for grabs, 

and could be obtained by Moscow. Be as it may, key Romanian refining facilities are 

now virtually under control of Russia and China.    

 

3.4 Risk analysis 

 

While it is not difficult to find out how many refineries are there in Europe and 

what is the overall volume of their output, it is virtually impossible to find out specific 

details about the particular products and quantities they are able to make. Each refinery 

has unique mode of operation and even if the two refineries have the same components, 

the type of crude oil they process, processing conditions and market needs would give 

different yields of products. It is therefore virtually impossible to determine whether 

Russian investments aim solely at facilities, which are unique in its ability to produce 

some specific chemical blends such as the military grade jet fuel F-44 and naval fuel F-

76. We can focus on refineries producing traditional naval and jet fuel, but even if I 

were able to identify exactly how much jet or naval fuel a certain refinery produces, I 

would not be able to determine what amount of the specific military grades is being 

made or sold and to whom. The fact that even renowned advisory firms specializing in 

the oil industry like Hart Energy (the go-to consultants for clients such as the US DoD’s 

Defense Logistics Agency)88 are not able offer this kind of information for their 

subscribers speaks for itself.  

                                                 
88 Email converstaion with analyst at the Defense Logistics Agency, 2015. 
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Nevertheless, we can examine different aspects of Russian activities in European 

refining sector. What options do the owners of the refinery have? How can day 

deliberately cause trouble to the economy or the defense sector of the country, and to 

which extent can the ownership of the refineries help Moscow to exercise its political 

influence abroad?  

 

As we have seen in Lithuania, Russia is ready to target refineries abroad during 

political or economic conflict with other countries. Similar situation happened in 

Ukraine in 2007, when Russia halted supplies to the Kremenchuk refinery belonging to 

UkrTatNafta. The situation created significant strain on the market, as the refinery was 

responsible for satisfying up to 45 % of the domestic demand for some of the crude oil 

products. 89  

 

The case of Romania proved that Russian businesspeople are ready to bump up 

its revenues on the expense of the energy security of other countries. When 

circumstances allow for such operation, Moscow is ready to orchestrate a takeover of a 

competing refinery, dismantle it and sell its parts for scrap. An action like this is 

detrimental not only to the resilience of the targeted country’s defense, but it also 

negatively affects the national and regional economy as well as the unemployment rate.  

 

The ownership of the refinery can influence the choice of the type of crude oil 

that is to be processed in the facility. Main priority of Russian companies is to sell its 

own crude oil from the oilfields in the western part of the country, regardless of the 

current prices on the world market. This could lead to a situation when the refinery buys 

more expensive crude than necessary. Nevertheless, the managers have only limited 

flexibility in this regard. Some refineries are most profitable while processing light 

sweet crude oil, and others prefer heavier blends. Switching between the types of crude 

oil will immediately result in financial losses. This does not mean that the owners 

cannot change the type of crude the refinery processes. It would require a substantial 

investment and retrofitting some of the parts of the facility, but in the long run, it could 

be profitable for Rosneft or Lukoil. If they managed to switch the equipment of the 

                                                 
89 Ukrainian Journal: Massive oil shortages feared for Ukraine. 2007.  

http://www.ukrainianjournal.com/index.php?w=article&id=5448 

http://www.ukrainianjournal.com/index.php?w=article&id=5448
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facility and turn it from preferring sweet crude to heavy sour Russian oil, they would 

increase the demand for its upstream products.  

 

The ability to control the refinery means the owners can close it at will, and thus 

increase the dependence of a certain region on imported refined products. Refineries 

also possess storage facilities nearby. Should the closure of the refinery lead to a closure 

of the attached storage sites, it would inescapably result in a decrease of the overall 

energy resilience of the region or the whole country. Such action (or a mere possibility 

thereof) might influence the leaders of the victim country to comply with official or 

unofficial demands of Moscow in spheres of international or domestic policy. Equally 

affected would be the petrochemical companies, which are usually located close to the 

refineries, and are dependent on a steady flow of feedstock from the refineries from 

which they make chemical compounds such as ethylene or propylene. The products are 

being obtained directly from the refineries through special pipelines, and it would be 

extremely costly to facilitate different means of transport from alternative sources. This 

could lead up to the closure of the attached petrochemical organizations, and thus 

increase the negative effects for the local economy.  

 

Another aspect worth mentioning emanates from the relation between the 

refineries and the critical energy infrastructure. Although the definition of critical 

infrastructure varies throughout the EU member states, and its details are often 

classified, we can safely assume that the refining facilities, pipelines as well as the 

storage sites are a firm part of it. This means the low-level operators as well as the 

owners of the refinery need to be informed about the role of their enterprise in case of a 

natural disaster or a military conflict. Furthermore, some of the employees of the 

refinery might occasionally have to take part in crisis management training exercises 

organized by the regional or national authorities. The opportunity to obtain information 

on security standards, approaches to catastrophes and methods of incident response can 

be considered a goldmine for the Russian intelligence services, and we can count on 

their willingness to get as many details about them as possible. Consequently, the 

ownership of the refinery gives Moscow an interesting opportunity to monitor the 

regional and national economy. The demand for petrochemical products from local 

companies can paint a picture about their long-term plans; their payment discipline may 

reveal a thing or two about their budget. 
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Lastly, what we need to consider is the destiny of the refining sector in Europe. 

It is probable the continent will soon face another wave of refinery closures in the near 

future.90 There are two possible outcomes of this scenario, none of which is beneficial 

for the security of the European Union. One or more of the Russian oil companies might 

successfully acquire new refineries in Europe for a very low price, and thus increase its 

influence in the spheres of the economy, refining and petrochemicals production. 

Second possibility is that there will be no further expansion of Russian investments in 

Europe, but the closures themselves will bump up the importance of the refineries 

owned by the Russian companies. It is almost certain that the influence the Kremlin has 

over the refining sector in the EU is going to rise in the following years. The same can 

be said about the European dependence on the imported crude oil products, especially 

the diesel fuel and jet fuel. Moscow can also take advantage of the sharp decline of the 

Russian economy, which is responsible for a slump of fuel consumption in private and 

retail transportation.91 This trend allows Russian oil companies to export more diesel 

fuel to Europe, put further stress on local refineries and hasten their downfall.  

 

3.5 Risk mitigation 

 

Moscow sees the world from the perspective of neo-realism, as opposed to the 

idealism and liberalism of Brussels. The EU should not see Russian investments as a 

win-win situation, because Moscow clearly improves its position towards the EU 

member states much more than vice versa. How should the policy makers deal with the 

threats emanating from the combination of underperformance of European refineries, 

increasing dependence on imported refined products, and the rising amount of Russian 

capital in the European refining sector? 

 

We cannot exclude the possibility that Russian oil companies might have at least 

some economic reasons for their expansion. They can be motivated by keeping 

operational those refineries that are able to process Russian heavy sour crude oil, and 

thus secure customers for their upstream production. Nevertheless, when the time 

                                                 
90 Icis.com: Europe faces 40 refinery closures on ‘major obstacles, regulation’. April 2015. 

http://www.icis.com/resources/news/2015/04/21/9877982/europe-faces-40-refinery-closures-on-major-

obstacles-regulation-/ 

http://www.icis.com/resources/news/2015/04/21/9877982/europe-faces-40-refinery-closures-on-major-obstacles-regulation-/
http://www.icis.com/resources/news/2015/04/21/9877982/europe-faces-40-refinery-closures-on-major-obstacles-regulation-/


   

 

51 

  

comes, they are highly likely to obey the orders coming from the Kremlin, even though 

they may be detrimental to the financial objectives of the organizations or the particular 

refineries. Russian influence in refining sector therefore threatens not only the energy 

security of the EU, but also the regional economies and critical infrastructure of the 

member states. This has to be taken seriously especially in the context of hybrid 

warfare, which is a tactics that is already being used against the EU in the form of 

propaganda and disinformation campaigns, and can intensify in case Moscow decides 

to.  

 

The refining sector is just one of many parts of the critical infrastructure, where 

the foreign capital should be regarded with utmost caution. The IntelTrak software 

created by RW Advisory proves that both Russia and China have been intensifying their 

efforts to acquire stakes in as many strategic enterprises abroad as possible.  

 

 
92 

 

 

 

                                                                                                                                               
91 Дмитрий Муравьев: Волна дизеля. March 2013. http://vz.ru//economy/2013/5/21/633511.html 
92 Source: IntelTrak. 

http://vz.ru/economy/2013/5/21/633511.html
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93 

 

The map proves that Russia tends to be more active in the former Eastern bloc 

and Germany, China dominates in the Western Europe. We can hardly prove there is a 

coordinated effort between Beijing and Moscow in the sphere of economic expansion; it 

is more probable that these countries actually fiercely compete for influence abroad. 

However, they can cooperate on an ad-hoc basis and use their influence against Europe 

or the US, or they can increase the pressure on their own. The limits of this influence 

will be determined, among other things, by their financial foothold in the targeted 

countries.  

 

The EU or the particular member states cannot close themselves from foreign 

capital altogether, but they should carefully analyze potential threats stemming from this 

phenomenon, and try to find acceptable ways of mitigating them. Maybe a top-down 

approach like this would be a better answer for dealing with the risks emanating from 

the presence of Russian and Chinese investments in the European Union, than trying to 
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come up with a completely unique solution for each sector. However, the following 

subchapters will focus solely on the refining sector.  

 

3.5.1 Civilian sector 

 

Policy makers, analysts as well as politicians on national and European level 

must view the refining sector through the lens of strategy and defense, and focus less on 

simple economic factors such as financial profits and loses. This change should be 

reflected in the relevant policy documents on the European as well as the national level. 

The EU has a unique opportunity to raise the awareness about its refining industry at 

this very moment, when the European Energy Union is gradually taking shape.  

 

The minimalist advice for the EU member states could be never to let their 

refining sector fall under a complete control of a non-EU member state. Such statement 

is neutral and business partners of the EU could hardly argue it is directed only against 

particular countries such as the Russian Federation.  

 

Further set of recommendations could be aimed at preventing the refining 

industry from further decay. As previously stated throughout the thesis, it is 

exceptionally hard to keep the refineries in Europe in black numbers under current 

circumstances. The EU should therefore think twice before introducing any new 

regulations, which could make the operations of the refineries more difficult and costly. 

Despite the importance of the environmental goals of the EU, the refineries could be 

exempt e.g. from the Industrial Emissions Directive, the Directive on sulfur content of 

marine fuels, or any other legal means aimed at forcing the refineries to comply with 

standards that are stricter than in any other part of the world.  

 

The European Commission could offer funding from the EU budget to keep the 

refineries in the member states operating. The system could be similar to the capacity 

mechanisms, which are currently being discussed in relation to the electricity production 

in the European Union.94 Simply put, there would always have to be certain 

                                                                                                                                               
93 IntelTrak: Geographic demonstration of Russian (red) and Chinese (blue) investments in the strategic 

sectors of the economy. 
94 European Commission: State aid to secure electricity supplies. 2016. 
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overcapacity of production of the refined products, either in the whole EU, or in each of 

the particular member states. This approach would not require significant investments, 

because the overcapacity on the European level already exists. There is no need to build 

new refineries, we only need to preserve those we already have, and modernize them so 

that they reflect the market demands.   

 

A cheaper way of ensuring the prosperity of the refining sector in Europe would 

be to allow national subsidies for the refineries, despite the fact they are banned by the 

EU competition law. Such solution should be allowed only in case of a prolonged 

period of supply disruptions of the oil products though, as it could trigger calls from 

other companies operating in the sphere of the critical infrastructure.   

 

The EU as well as the national administrations should promote research and 

development in the field of petrochemicals. Despite the fact the traditional fuels are 

deemed obsolete, they are here to stay for at least a couple of more decades. European 

economies will be dependent on their availability and affordable prices, and nothing 

would help more than building a handful of brand new refineries with high Nelson 

complexity index across the member states, especially in the landlocked parts of the 

continent.  

 

The European Union could also chose a different way by focusing on building 

new oil product pipelines as well as petrochemical pipelines that would ensure swifter 

transfer of fuels and other chemicals from seaports to the inner regions of the Union in 

case of unexpected supply disruptions or further refinery closures. 

3.5.2 Military sector 

 

As for the armies of the member states of the European Union and the European 

members of NATO, I was not able to present enough evidence on how threatened they 

actually are. A definitive answer for this question lies within the classified NATO 

ENSEC COE report on the issue. On a general level, should the closures of the 

refineries continue, militaries on the Old Continent will have to act accordingly and 

increase their storage capacities.  

                                                                                                                                               
http://ec.europa.eu/competition/sectors/energy/state_aid_to_secure_electricity_supply_en.html 

http://ec.europa.eu/competition/sectors/energy/state_aid_to_secure_electricity_supply_en.html
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This could be resolved by more intensive public-private partnership. 

Representatives of the army should find a way to engage the civilian sector in logistical 

operations of the military in case of an emergency. The Central European Pipeline 

System could serve as a great source of inspiration, as it is a perfect example of a 

military structure being used by civilian companies during times of peace. Nevertheless, 

armed forces of the EU member states should not rely on private companies more than 

they actually need to. Too much dependence can lead to systematic overcharging on a 

large scale. This phenomenon has recently affected the allied forces operating in 

Afghanistan, which fell victim to a contracting company providing military fuel for the 

troops on the battlefield.95 Events like this remind us of the importance of the domestic 

fuel production and capable military logistics services.  

 

An alternative solution to decreasing fuel production in Europe could be to get 

the European militaries ready to use less traditional fuel altogether. One of the ways to 

do so is to boost the consumption of the renewable energy sources. NATO in fact 

motivates armed forces to start using solar and wind power plants in order to make the 

camps and bases more energy resilient in case of a supply disruption. This method is 

very unreliable however, as its effectiveness is dependent on the weather conditions.  

 

Second possibility would be to increase the use of biofuels in the engines of the 

military cars, planes, ships and submarines. Green additives are easy to obtain, as they 

can be grown virtually anywhere. Their flaw is that it could be problematic and 

extremely expensive to come up with bio-products that would meet the strict army 

specifications. In 2010 the US NAVY bought 75 000 liters of green fuel for 115 $/L.96 

There have been some advances in this area though, and the US military has not given 

up on its ambitious goals when it comes to biofuels. All branches of the US armed 

forces (Army, Navy, Marines, Air-force) want to significantly increase the usage of 

biofuels in future decades.  

 

                                                 
95 The Telegraph: MoD police called in over '£460 million fuel overcharging' for Afghanistan. September 

2015. http://www.telegraph.co.uk/news/uknews/defence/11847877/MoD-police-called-in-over-460-

million-fuel-overcharging-for-Afghanistan.html 
96 Oilprice.com: U.S. Military Gets Serious About Biofuels. March 2012.  

http://oilprice.com/Alternative-Energy/Biofuels/U.S.-Military-gets-Serious-about-Biofuels.html 

http://www.telegraph.co.uk/news/uknews/defence/11847877/MoD-police-called-in-over-460-million-fuel-overcharging-for-Afghanistan.html
http://www.telegraph.co.uk/news/uknews/defence/11847877/MoD-police-called-in-over-460-million-fuel-overcharging-for-Afghanistan.html
http://oilprice.com/Alternative-Energy/Biofuels/U.S.-Military-gets-Serious-about-Biofuels.html
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Another possible solution for the militaries of European states could be to 

prepare for supply disruptions of F-76 or diesel through introducing vehicles and ships 

that are able to consume different kinds of fuel, for example LNG, CNG or LPG. This 

should be only an option of last resort however. First of all, introducing alternative fuels 

to the military would directly contradict NATO’s Single Fuel Policy, which succeeded 

in introducing one type of fuel for all ground-based vehicles and thus made the fuel 

logistics operations much easier. Not to mention that replacing military equipment to 

meet new fuel standards would be a highly expensive operation requiring changes 

throughout the military forces of all NATO member states.  

 

Armed forces of the European member states of the EU and NATO could also 

experiment with hybrid or electric vehicles. These can be powered by traditional fuel 

when possible, and draw energy from an electric battery when needed. The overall 

consumption of these types of vehicles is decreased by advanced power saving concepts 

like “regenerative braking” or “idle-off”. On the other hand, armored vehicles require 

much more horsepower than civilian ones, and so far there have been only a few ready-

made solutions that could be tried out by the military.97 Furthermore, while renewable 

energy could be a significant booster in the desert, other theaters of conflict such as the 

arctic or sub-arctic regions would be extremely unsuitable for the vehicles powered 

purely by the electric battery. Hybrid engines could be a different story though, and 

despite the fact they will not help to get rid of the dependence on fossil fuels, they could 

at least lower the overall fuel consumption. 

 

4 Conclusion 

 

Russian state owned and private companies have been steadily extending their 

influence in the refining sector of the European Union. They possess a complete control 

over the refining sector of Bulgaria, and have significant position in Romania, the 

Netherlands, Belgium, Germany and Italy. The companies, which can be used to 

exercise Russian influence in Europe, are Lukoil, Rosneft and Gunvor. The leverage of 

Russian companies in European oil refining sector is set to rise, because Europe will 

                                                 
97 TruckYeah: A Subaru-Powered Hybrid Truck May Replace The US Army's HUMVEE. December 2013. 
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inevitably experience further closures of refineries in the future. The investments in 

European refineries keep flowing despite the international economic sanctions against 

Moscow and the low prices of crude – the latest acquisition (Rotterdam refinery) was 

finished as late as in February 2016. 

 

The EU’s documents on energy security do not view the dependence on the 

imported refined products combined with the ownership structures of European 

refineries as an issue. They see refineries purely from the business perspective, which 

needs to change. The lack of fuel resulting from a closure of a refinery can be dealt with 

through increasing internal storage, but every closure of a refinery puts further stress on 

pipelines within the landlocked regions, and has immediate economic and social 

impacts. Ownership or co-ownership of the refinery allows the operators to shut the 

refinery down and increase the dependence on foreign imports. In case the refinery stays 

operational, their owners can gain information about the regional economy, national 

approach to the protection of the critical infrastructure, and possibly the requirements of 

the armies of the EU member states.  

 

The overall level of risks associated with Russian control of European refineries 

is significant, and policy makers should see it in context with other tools of Moscow’s 

influence such as the dependence on natural gas or the anti-EU and the anti-US 

propaganda, disinformation campaigns and financial support for the extremist parties. It 

is true that some European countries, such as Latvia or Estonia, manage to supply their 

economies without having a single refinery on their territory. Such approach can hardly 

be advisable though, and we also have to mention that both of these states have only a 

very modest demand for oil products. Furthermore, their access to oil terminals makes it 

relatively easy for them to compete for fuels and other chemicals on the global market. 

 

The member states of the EU should prevent Russia (and any other countries 

using state-owned companies to conquer strategic assets in foreign economies) from 

increasing its influence in the refining industry as well as other strategic spheres, which 

make up the critical infrastructure. Successful defense against this phenomenon and risk 

mitigation is essential not only for the civilian sector, but for the military as well. 

                                                                                                                                               
http://truckyeah.jalopnik.com/a-subaru-powered-hybrid-truck-may-replace-the-us-armys-1490378762 

http://truckyeah.jalopnik.com/a-subaru-powered-hybrid-truck-may-replace-the-us-armys-1490378762
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Armed forces of the EU should study the refining sector in Europe in order to find out, 

which refineries are crucial for the F-44 and F-76 supply. They should discuss the 

extension of the CEPS military pipeline system throughout Central and Eastern Europe, 

and experiment with lowering their demand for traditional fuels, and at the same time 

mitigate the level to which their logistics operations dependent on private contractors. 

 

Resumé 

 

Výzkum prokázal rostoucí vliv ruských státních a soukromých společností v 

členských státech Evropské Unie. Ruské organizace zcela ovládají rafinérský sektor 

Bulharska, a mají silnou pozici v Rumunsku, Nizozemí, Belgii, Německu a Itálii. 

Investice do evropských rafinerií pokračují navzdory mezinárodním ekonomickým 

sankcím proti Moskvě a nízké ceně ropy, jež negativně ovlivňuje státní rozpočet Ruské 

federace stejně jako rozpočty ropných společností, které jsou závislé na příjmech z 

prodeje surové ropy.  

 

Členské státy EU by měly vnímat ruské investice kriticky, pečlivě zvažovat, 

zdali postupné získávání a navyšování podílů v evropských rafineriích a dalších 

součástech kritické infrastruktury nemohou představovat přípravnou fázi na nový stupeň 

hybridní války, která se momentálně omezuje především na špionáž, dezinformační 

kampaně, propagandu a financování extremistických politických stran.  

 

Mezi nejzajímavější závěry výzkumu patří skutečnost, že téma rostoucí 

závislosti na importovaných ropných produktech v kombinaci s přílivem ruských 

investic do evropského průmyslu zpracování ropy je opomíjeno v rámci strategických 

dokumentů EU i NATO. Dotýká se přitom civilního i vojenského sektoru, a má 

implikace nejen v oblasti energetické bezpečnosti, ale rovněž v oblasti ekonomiky,  

ochrany kritické infrastruktury a vojenské obrany. Práce rovněž odhalila, že příslušníci 

evropských armád při poptávání paliv spoléhají na soukromé kontraktory, ale nemají 

přehled o tom, kde fyzicky palivo vzniká. Z tohoto důvodu je problematické určit, které 

rafinerie jsou pro energetickou bezpečnost EU a NATO nejdůležitější, a není je tak 

možné ochránit před zavřením nebo odkoupením ze strany ruských nebo čínských 

organizací.   
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Práce potvrzuje, že Ruská pozice v rafinérském průmyslu EU ohrožuje její 

energetickou a ekonomickou bezpečnost, je tedy nutné najít způsoby, jak na rostoucí 

vliv společností jako Rosněfť, Lukoil a Gunvor ve členských zemích EU reagovat. 
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