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Abstract  

The aim of this thesis is to investigate gas interdependence for political relations between 

the European Union and the Russian Federation. Despite of the fact that relations in the gas 

sphere still have particular importance for both parties, after the Ukrainian crisis, sanctions 

and counter-sanctions applied, they have reached the lowest point of cooperation since the 

end of the Cold War. This thesis is based on the interdependence model of international 

relations theory, asymmetries in sensitivity and vulnerability of the EU and Russia were 

connected to their strategies as part of the political power play. Therefore, conflict 

situation, high level of sensitivity and vulnerability, and interest in finding alternatives of 

both parties lead to the situation of ‘negative interdependence’. In this context, this kind of 

interdependence where partners would rather avoid relations logically pushes the EU and 

Russia apart and stimulates reconsideration of their relationship in gas sphere. 
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Abstrakt 

Cílem práce je prozkoumat vzájemnou zavislost v oblasti plynů pro politicke vztahy mezi 

Evropskou unií a Ruskou federací. Navzdory skutečnosti, že vztahy v oblasti plynárenství 

stále mají prazvláštní význam pro obě strany, po ukrajinské krizi, sankce a kontrsankce, od 

konce studené války dosáhly nejnižšího bodu spolupráce. Tato práce je založena na 

modelu vzájemné závislosti teorií mezinárodních vztahů, asymetrií v pojmu sensitivity a 

vulnerability Evropské unie a Ruska které byly spojeny s jejich strategiemi jako součást 

politické moci. Díky zranitelnosti, citlivosti a zájmu o nalezení alternativ obou stran vedou 

k situaci negativní vzájemné závislosti. V tomto kontextu by tento druh vzájemné 

závislosti, kdy by se partneři radši vyhnuli vztahům, logicky rozděluje EU a Rusko a 

stimuluje přehodnocení jejich vztahu v oblasti plynu. 
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Vztahy v oblasti plynu, Rusko, Evropská unie, moc, vzájemná závislost, spolupráce, 

konflikt. 

 

 

 

 

 

 

 



 

 

6 

 

 

 

 

 

 

 

 

 

 

 

Declaration of Authorship  

 

1. The author hereby declares that he compiled this thesis independently, using only the 

listed resources and literature.  

 

2. The author hereby declares that all the sources and literature used have been properly 

cited. 

 

3. The author hereby declares that the thesis has not been used to obtain a different or the 

same degree.  

 

 Prague  



 

 

7 

 

 

 

 

 

 

 

 

 

 

Acknowledgments  

 

Hereby, I want to sincerely express my gratitude to Mgr. Karel Svoboda, Ph.D. for 

his guidance, helpful advices and supervising of my work. 

I would like to dedicate this work to my parents, Shamil and Tatiana, who were 

always standing by my side, inspiring and believing in me and in any decision, I have 

made. 

 I put all my strengths and a lot of efforts in this project, and I am sure that It is 

another successful jumping point of my career.  

 



 

 

8 

 

 

 

Jméno:  

Evgenia Abubakirova  

 

E-mail:  

Evgenia-Abubakirova@hotmail.com 

 

Akademický rok:  

2015-2016 

 

Název práce:  

Interdependence and Power in EU-Russian Gas Relations 

 

Předpokládaný termín dokončení (semestr, školní rok):  

Summer Semester 2016  

 

Vedoucí diplomového semináře:  

doc. JUDr. PhDr. Ivo Šlosarčík, LL.M., Ph.D.  

 

Vedoucí práce (není povinné):  

Mgr. Karel Svoboda Ph. D. 

 

Zdůvodnění výběru tématu práce (5 řádek): 

After the Ukrainian crisis, sanctions and countersanctions European powers and 

Russia have reached their lowest point of cooperation since the end of the Cold War. 

Despite of this fact, relations in the energy sphere have become of particular 

importance and connection point for both sides. Russia is still the biggest gas supplier 

to the EU, and European states are still safe and stable partner for Moscow. Both 

Russia and the European Union are aware of the close interdependence of each other. 

 

Předpokládaný cíl (5 řádek):  

Institute of International Studies 

Master thesis proposal 



 

 

9 

The aim of this thesis is to investigate gas interdependence for political relations 

between the European Union and the Russian Federation. Conflict and cooperative 

features of trade between the EU and Russia stimulates unequal distribution of power 

and lead to asymmetrical interdependence. Therefore, reconsideration of their 

relationship in gas sphere might take place in the future.  
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so the main focus will be political power which is used for reduction of 

interdependence. 
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1. INTRODUCTION  

The relations between Russia and the European Union (the EU), which have its 

origins in the distant historical past, have always had many dimensions: political, 

economic, social, cultural etc. However, after the Ukrainian crisis, sanctions and 

countersanctions, European powers and Russia have reached their lowest point of 

cooperation since the end of the Cold War. Despite of this fact, relations in the energy 

sphere have become of particular importance and connection point for both sides. Russia is 

still the biggest gas supplier to the EU, and European states are still safe and stable partner 

for Moscow.  

It is obvious that without a sufficient number of energy resources the EU will not 

be able to ensure stability of economic development and national security, which includes 

energy security among other things. That is why the issue of energy security is given a 

prominent place in the agenda of the European Union. In turn, the European Union for 

Russia is a major consumer of natural gas, and the revenues derived from the export of 

energy resources remain one of the main items of the income of the federal budget of the 

Russian Federation, on which the internal development of the country largely depends. 

Thus, both Russia and the European Union are aware of close interdependence of each 

other, which does not please European partners but rather gives rise to concern. Therefore, 

the energy dialogue between Russia and the EU, which rarely proceeded without 

differences, recently began to become more and more tense since each party is committed 

to protecting their own interests, which are in stark contrast. According to most experts, the 

energy sector is currently the core of Russia-EU relations, and therefore a need to provide a 

more extensive knowledge of the development. 
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Moreover, relations between Russian and European sides are contradictory as they 

have both, cooperative and conflicting elements. Debates in media regarding this topic are 

highly politicized, influenced by many different factors and largely dominated by 

perception of powers. Mostly Russia is seen as aggressive power with imperialistic 

approach which is still functioning in the world described by neo-realists. On the other 

hand, the EU which promotes democratic principles and tries to establish itself as a single 

actor on international arena.  

Politicization of relations between Moscow and the Brussel in the gas sector has a 

damaging impact on their future development. There are mutual mistrust and suspicion, 

which has forced both partners to act in a protective way, which is not beneficiary. There 

could be several reasons for that: differences in the socio-political system, ongoing 

conflicts, previous gas disputes, etc. In fact, during the last two decades the old system of 

relations in the gas area has been destroyed, but the new one has not been established yet. 

In this context, this topic is relevant with contemporary character and significance for the 

future by both European and Russian actors. This thesis will contribute in EU-Russian 

endless debate in terms of gas relations and is based on interdependence model of 

international relations theory as it can analyze cooperative and conflicting features. 

This work is focused on EU-Russian complex gas relation, and the emphasis is for 

the laid on its conflictive character and necessity of cooperation. As was already mentioned 

before, the main objective is based on the interdependence model, which is commonly 

used in academic research in order to characterize energy relation between Moscow and 

Brussels. Hence, this work will aim to test this assumption regarding current circumstances 
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through the prism of interdependence theory. In order to address main points of the field of 

investigation and provide a structured framework according to which the thesis will be 

developed, particular research questions were made: 

 How does the gas interdependence between Russia and the EU influence their 

current power relations?  

 Does interdependence between Russia and the EU stimulate conflict or prevent it? 

 What are the main features of interdependence between Russia and the EU and how 

do they affect strategies of both actors?   

The project was guided by these questions supporting the researcher throughout the 

research and indicating a clear sense of direction in order to achieve the overall purpose 

(Jankowicz 2005). Each of the individual objectives required different approach to 

analyses, which are reasoned in Chapter Methodology. Overall, the master thesis examined 

the gas relations between the European Union and the Russian Federation, and 

contradictory character of their relationship which became part of political game. The main 

hypotheses of this thesis are: 

 Interdependence between Russia and the EU is asymmetrical and distribution of 

power is unequal. 

 Gas interdependence between Russian and the EU has rather conflictual features 

than cooperative.   

 Russia and the EU use interdependence in order to increase their power.  
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In order to answer research questions and test stated hypotheses, this work will 

present methodology in Chapter 2, which was chosen for this work. Following Chapter 3 

will review literature with relevant knowledge which have been published on the topic of 

EU-Russian gas relations. Then, it will analyse theoretical basics which is vital for the 

following research, including the concept of interdependence. Theoretical part will also 

include realist and liberal (neorealist and neoliberal) traditions of international relations as 

both theories state that actors can use interdependence in order to increase their power.  

Besides, this chapter will describe interdependency in international relations, complex of 

interdependence theory and terms such as ‘sensitivity’, ‘vulnerability’, ‘positive’ and 

‘negative’ interdependence. Chapter 5 will present findings and analyses, including current 

stage of EU-Russian relations, gas resources, imports and exports of both parties. Also, it 

will review possible alternatives, asymmetry in their interdependence and link to 

bargaining power. Chapter 6 will present main findings, and then final conclusions. 

Paradoxical nature of this cooperation and relevance of energy issue, gas in 

particular, is extremely interesting topic of the research which is connected to the 

economic and political implications. This work is focused gas connections between two 

actors, even though it takes into account relations between Russia and Member States, it is 

mostly based on relations between the EU as a single actor and Russia.  
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2. METHODOLOGY  

The following chapter explains the methodological approach chosen in order to 

elaborate the research. As stated by Sprinz and Wolinsky-Nahmias (2004, p.4) 

‘methodology refers to systematically structured or codified ways to test theories’ or in 

other words it provides the researcher with available techniques and viewpoints which 

enable the collecting of the most reliable data necessary for successful completion of the 

study (Saunders et al. 2012).  

The purpose of this work is to analyze main features of energy interdependence 

between the Russian Federations and the EU, and characterize effects of the political 

power relations. Hence, complex of interdependence and concepts of sensitivity and 

vulnerability will be used in order to measure EU and Russian efforts to improve positions 

in power bargain. Taking into account contradictory strategies of both actors and different 

legal basis used towards each other and also for diversification efforts. Primary aim is to 

explain political implications of economic interdependence, so the main focus will be 

political power which is used for reduction of interdependence. Therefore, this thesis will 

be based mainly on qualitative perspective. 

First of all, in literature review this work will evaluate current knowledge, principal 

findings and theoretical contributions on the topic of EU-Russian gas interdependence. 

Besides, literature review will present different perspectives, and opposite approaches not 

only in Russian and European sources. Basically, this part of the work will demonstrate the 

knowledge which is a starting point for new ideas in this thesis. Second of all, theoretical 

background will present motivational theories which are essential for the further analysis 
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and findings. Realism and liberalism (neo-realism and neo-liberalism are two motivational 

theories), which oppose but at the same time complete each other. Additionally, work will 

review interdependence and power in international relations, and complex of 

interdependence as base for the following development of this thesis.  

Finally, there will be included description and analyses of current relations between 

Moscow and Brussels, and their legal basis. In order to measure gas interdependence 

between the EU and Russia, this research will make use of quantitative methods and 

descriptive analysis of some statistical data, including figures, tables and maps. Most of the 

quantitative data has been taken from official databases, such as US Energy Information 

Administration, International Energy Agency, Eurostat or the Gazprom Statistics. In 

examining diversification approaches of reducing vulnerability and sources of bargaining 

power, the thesis will be based on a qualitative research, drawing upon primary, secondary 

and tertiary sources.  

After a detailed consideration of all possible research methods applicable in order 

to meet the report’s requirements, the researcher decided to follow qualitative research 

method in form of comparative case studies that enables the researcher to consider and 

examine the behavior of two different actors that are dependent on each other. The 

research methods have been proliferated in international relations studies reflecting the 

comparative politics field since 1970s and were influenced by many factors such as the 

enlargement of social science philosophy (Sprinz and Wolinsky-Nahmias, 2004, p.5; 

Bennett and Elman, 2006, p.455).  

Objectives of the project include various steps, where a combination of secondary 

and primary data was used. Secondary data taken from the applicable law, and primary 
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research focused on competition existing in the market and their strategies (Walliman, 

2001). Most of the secondary data regarding the literature review and theoretical part of the 

project were supported by academic journals, books and articles particularly focused on 

this topic. Furthermore, gas related topics were taken from applicable laws and regulations 

of the European Union and Russian state authorities prepared by the public expertise and 

state authorities, which regulate and monitor the sector situation. Majority of the secondary 

data were collected prior to the primary data collection, as it comes from its nature and 

implications, and provided the author with basic understanding of researched topic 

functioning and situation. 

As was mentioned before this research is designed to follow primarily qualitative 

methods and it relies on existing theories in the subject of EU-Russia gas relations, 

focusing on main features of interdependence between two actors and describing their 

power game. However, in order to evaluate information regarding gas trade, production, 

reserves, and other statistical data, data analysis method will be used. Case study method is 

used to show findings. This thesis will use secondary sources such as academic books and 

articles, publications, and primary like statistics concerning energy trade, EU strategies, 

and etc. Furthermore, selection of methods used is justified as well as any potential 

limitations. 

Research focuses mostly on political power that influences interdependence 

between two actors, and for this qualitative approach has been chosen. However, in order 

evaluate energy interdependence between Russia and the EU, some statistical data will be 

included and thus approached using quantitative methods. Variety of sources have been 

used for quantitative research, such as International Energy Agency, Eurostat, and etc. 
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After putting together and analyzing this data, primary conclusions will be shown 

regarding the stage of interdependence. Most of the authors used in this thesis are 

presented in literature review. 
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3. LITERATURE REVIEW  

Being an important player in the gas sector and main supplier of gas to member 

states of the European Union, Russia is more than likely to retain this role to at least the 

year 2030 (Siddi, 2015). Indeed, this is partly explainable by the long-term contracts that 

exist between the European Union companies and the competitive nature of the gas 

exports. Nonetheless, various challenges face Russia-EU gas trade which include: first, the 

uncertainty that exists over the regular transit of the Russian exports through the Ukrainian 

border. Second, the Russian plans to build infrastructure to enable them to make their 

exports to the EU while bypassing the Ukraine. Lastly, the plans to implement new rules 

on the EU to liberalize the internal gas market, which has adverse effects on the Russian 

companies (Siddi, 2015). Indeed, as the EU and Russia will have an interdependency in the 

natural gas sector for a while, it is imperative for them to resolve the above issues.  

Since EU-Russian gas relations recently gained a lot of attention among scholars 

and public, there have been many academic debates regarding gas supply disputes, price 

regulation, policies, recent developments and possible future solutions.  as partnership is 

essential for both sides, European and Russian, but present situation is highly conflictual 

(  hme, 2011; Krikovic, 2015; Monagham, 2006). In the contemporary Europe 

geopolitics, there is the need to ensure national security in the European setup. It is of high 

concern that the current economic interdependence that exists between the Russian, and the 

members of the European Union can promote stability in Europe. As energy security is a 

key component to achieve national security, there is the need to set high priorities to 

achieve the energy security in the region. Clearly, if the EU partly depends on Russia 

imports, conversely it is possible to deduce that Russia also depends on the income 
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emanating from the exports of the natural gases to the EU in the gas sector. According to 

Cameron (2009), many players believe that the over 500 million consumers in the gas 

sector are lucky to have Russia as its neighbor and remaining as a huge provider. On the 

other hand, others argue that the close distance between the two only makes it possible for 

Russia to blackmail its European counterpart. Moreover, energy remains the single largest 

source of revenue to the Russian government (Monaghan, & Montanaro-Jankovski, 2006).  

Nonetheless, the energy sector has acted as a source of shield against the vagaries 

of globalization that has been subjected to Russia in the last decade. It is, therefore, 

necessary for stringent measures to come up that entails the use of the reciprocity principle 

(Belyi, 2009). Indeed, this entails having international economic interdependence between 

Russia and Europe in its gas sector. According to Kuzemko (2014), there is the need to 

adopt a comprehensive approach that entails the formulation of better understandings 

between the EU and Russia. Clearly, the literature advocates for an approach that puts an 

emphasis on the energy relations rather than the EU-Russian relations. Nonetheless, 

Spanjer (2007), suggests that an approach that focuses on the external energy relationships 

as well as the organization within Russia. Further, the literature strives to offer means 

through which Europe can adjust the energy policies imposed against Russia. Certainly, 

author provides a comprehensive approach that entails the EU: first appreciating the 

existing interdependence between Russia and union. Second, the fact that European Union 

should not push Russia towards having unified gas prices. Lastly, the EU should not take 

for granted the increase in the Russian gas exports to Europe. The first recommendation is 

counterproductive; but the second recommendation is the only effective avenue that creates 

a mutually beneficial framework for the Russia-EU relations in energy. 
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The reliance on energy resources has a direct link to energy security with energy 

security being a two-way condition with actors striving to achieve sufficiency in their 

energy resources at a reasonable price (Hadfield 2008). As such within such a terrain, both 

the EU and Russia appear as different energy actors with one being the exporter and the 

other importer of the natural gasses. Such a situation renders the EU to be a collective 

importer of the energy products. Further, the differences in governance in the various EU 

member states makes them place differing emphasis on the role of energy security in its 

foreign and national policies.  

Following scientific debates, there is a certain tendency to approach energy 

relations between Russia and the EU through interdependence prism. Approaches of both 

actors are contradictory and their relationship is built on interdependency. Despite there are 

no doubts concerning extremely high level of dependency between two partners, there is 

no mutual agreement about typology and implications. Realists are rather pessimistic 

regarding cooperative patterns of interaction between Russia and the EU. For Krickovic 

(2015) relations between Moscow and Brussel can be explained using a security dilemma 

theory, meaning the situation of uncertainty where states perceive external threats (real and 

imagined) and therefore generate feeling of insecurity that lead to different measures in 

order to increase their power. Additionally, authors such as Barysch (2007) and Smith 

(2004) follow neorealist logic and claim that Russia uses energy exports for political 

purposes, securing only its own interests. By contrast, neoliberals focus on reducing 

conflict and using cooperation as vital condition for success. For example, Proedrou (2007) 

through prism of interdependence analyses contradictory and cooperative features of 
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relations between Russia and the EU, declaring that cooperation should be the main form 

of their interaction. Constructivists, such as Keukeleire and MacNaughtan (2008) argue 

that member states within the EU are trying to have different approaches and persuade 

Russian side to adopt their liberalized rules.  

In general, research on the topic of gas relations between Russia and the EU tends 

to lack comprehensive theoretical frameworks. Having an access and possibility to 

approach sources in both languages, there is a clear distinction between Russian and 

European perspectives. Many Western authors focus mostly on issues such as European 

energy security, promoting necessity to reduce dependency on Russian gas and find 

possible alternatives. For example, Baran (2007) presents dependency on import from 

Russia as a big threat for union and approaches this issue through geopolitical point of 

view. Author claims that Moscow is using this ‘privilege’ as a political tool to promote its 

own interests. Besides, author states that EU has to overcome various political and 

technical barriers in order to shift from Russia’s gas imports. A partial solution could be to 

focus on mobilization of existing EU instruments that diversify links with neighbours, 

improve internal relationships and develop targeted investments (Baran, 2007). Another 

point of view is provided by Paillard (2010), but instead of ruining connections with 

Russian side he suggests to recreate European energy security in terms of internal 

divisions. However, most of Western authors avoid Russian point of view, which make 

their analysis incomplete.  

This thesis is aiming to approach the topic using economic as well as political 

features of gas trade relations between two actors, but some writers tend to focus only on 

one aspect. On the one hand, there are academics which neglect geopolitical factors, and 
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focus predominantly on the economic features of interdependence. Certainly, such areas as 

energy economics, development of energy markets, investments and energy financing are 

extremely important, but to exclude political aspect from the research, provides deficient 

understanding of the whole issue. Protasov (2010, p. 30), for instance, approaches 

interdependence mainly from economical point of view. In other words, he claims that 

there is no such thing as dependency only of one side, but high interdependence of both 

actors. EU and Russia should cooperate, and the first inevitable step in this process is to 

admit position of the other partner and decrease level of difference between two 

perspectives. In order to reach this goal, Protasov (2010) proposes more cooperation at the 

institutional level. Harshem and Claes (2013) which include both, political and economic 

features, in their works, link asymmetrical trade interdependence and unstable power 

relations. Their solution is to prevent developing of common energy policy and establish 

different approach for each member state. Heterogeneous approach would reduce 

vulnerability and change dynamics in trading power.  

 urthermore, there are two main strands within academic literature on this topic, 

academics that advice to follow cooperative logic and others which advocate for more 

radical solution.   hme is among authors that claim that cooperation is the only way to 

succeed in this process. The book ‘EU-Russia Energy Relations: What Chance for 

Solutions?’ by   hme (2011) was a valuable source for this thesis, focusing on gas trade 

and provided grasp understanding of the topic. Author gave good basis and general 

introduction, described different interest actors involved in the process, their motivations, 

energy policies, and future solutions. According to the author, academic debates on this 

topic are very biased and full of misrepresentations.   hme (2011, p.19), on the other 

hand, claims for more adequate solution, such as ‘mutually beneficial agreements and the 
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resolution of conflicting interests’. There is a need to fulfil double objective: identify and 

analyze interests in order to establish mutual strategy and elaborate possible solutions.  or 

  hme (2011, p. 1 ) it means, that it has to be cooperative approach which will result in an 

institutionalization of energy relations.  

Personal webpage of Russian energy economist Konoplyanik provides articles and 

publications with another perspective and updates on the topic. His articles provided strong 

base for this work and suggested clear explanation and strategic solutions. In one of his 

latest articles Konoplyanik compares situation between Russia and the EU using lyrics 

from the Beatles ‘a long a winding road’ because there is a common goal but both actors 

are still searching for proper measures to reach stable relations. Russian side is trying to 

accept and implement new realities in the European gas market. According to the author 

‘multidimensional’ adaptation is how we can describe current situation regarding Russian 

gas export policy (Konoplyanik, 2016). 

Therefore, steps taken by the EU to ensure an improvement of its energy supply 

will have a profound effect on the Russian demand for the natural gas. Indeed, if the 

Russian government continues their dependence on the energy sector, then it will have to 

seek alternative markets for their energy exports. Meanwhile, with plans underway for the 

EU to diversify its energy supplies and thus develop an interconnected energy market, this 

will make the Russian demand security to become unreliable. The current stand will have a 

profound effect on Russian geopolitical strength as the sole supplier of energy in Europe 

and thus put it in an uncertain position. With the Russian economy, heavily dependent on 

the energy sector then the mantle is in their hands to prove to the EU that they are a 

reliable trading partner. Therefore, it is imperative for the Russian government to either 
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reassure the EU of their commitment to adapt to the energy trading policies in the EU or 

for Russia to expand its energy exporting market. Generally regarding the literature 

overview, only few authors managed to approach the topic using explicit and broad 

theoretical frameworks, where the rest were rather empirical. EU-Russian power relations 

are very complex, and most of the times EU is described as idealistic actor and Russia as 

one following realist logic. 
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4. THEORETICAL BACKGROUND  

This thesis is aiming to show connection between economic interdependence and 

conflictual political gas relations among two actors, Russia and the EU. Theoretical 

assumptions are based on concept of interdependence and its direct connection to political 

power bargain. This chapter will present theoretical background, which important part is 

comparative analysis of two major schools of thoughts in international relations theory: 

liberal (neoliberal) and realist (neorealist). Despite of the fact that these theories are very 

different at their perception of international affairs, both argue that actors might use 

interdependence in order to increase their power.  

4.1 Motivational Theories  

4.1.1 Realism  

John Herz (1951) describes relationship between liberalists and realists as ‘the 

conflict between idealist theory and realist facts’, because realists always blame 

proponents of liberalism for being utopian. Robert Giplin stated an initial claim of 

mercantilism is ‘politics determines economics’, while liberal theory argues that 

‘economics should determine politics’ (Giplin in Moravcsik, 1997). Debate between 

proponents of realism and liberalism started to expand after the Cold War era, when 

influence of economic security and technologies prevailed traditional hard power. 
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Developed states realized that force is not the only way to achieve power, but modern 

technologies and economic prosperity are.  

Realism is rather empirical, then normative paradigm, which means that it answers 

questions ‘what happened and why?’ (Morgenthau, 1956, p.4). Additionally, realism is 

quite pessimistic and focuses on conflicts and wars in order to find evidence for its 

assumptions (Jackson and Sorensen, 2007, p. 60). Proponents of realism consider state as 

major actor in international businesses and focus on great powers as they have the most 

influence in their hands (Mearsheimer, 2001, p.17-18). Power is one of the key concepts of 

realism, because states are struggling for it and they are egoistic, they will make deals only 

if it will be beneficial for their ‘raison d’état’ (Brown, 2005, p. 30). Therefore, distribution 

of power largely defines international outcomes (Frankel, 1996, p.14).  

Why do states struggle for power? First image of Morgenthau as one explanation is 

based on fixed interpretation of human nature, and politics is governed by objective laws 

which have roots in human nature. Political leaders have desire to dominate others or as a 

concept influenced by Nietzsche’s metaphysics on the ‘will to power’. Second level of 

analysis describes state as a collective reproduction of political leader’s hunger for power 

and its later representation at the international stage. The state serves as agent that is 

practicing power in international affairs. Finally, the third image is regarding power 

struggle, and anarchy here is fundamental permissive force. Lack of ‘global leviathan’ 

world supreme authority means that there are no limitations on statesman’s basic desires 

that are revealed in state behavior in order to control others. Morgenthau (1956, p.477) 

links all three levels of analysis as human natures innate has a need to dominate others, 
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which is the main factor influencing state behavior, but it can work only when the 

international system remains anarchic.  

As was mentioned before, concept of power lies in the middle of the whole realism 

debate and it is incredibly important to dedicate some research to its definition. According 

to John Mearsheimer (1995), behavior of states is influenced by material structure of world 

system. However, key aspects of power are character of the nation, quality of government 

and armed force. Therefore, power is about material strength, especially military 

capabilities. Nevertheless, Waltz provides different definition of power, he includes 

components, such as size of population, territory, resource endowment, economic 

capability, military and political stability. Despite of the fact, that Waltz also emphasizes 

material sources of power, non-material aspects are present as well, such as political 

stability and competence (Waltz, 1979, p.131).  

Realism as such privileges material dimensions of power, and it has been accused 

for that. Waltz’s conception of power is not entire materialistic, and besides, his variables 

are tangible and easy to quantify and compare. That presence of non-materialistic side is 

the main difference between definitions of power provided by Morgenthau and Waltz. 

Kenneth Waltz criticizes approach provided by Morgenthau, first because human nature 

cannot be properly defined and verified empirically. Human nature is entirely hypothetical 

and due to this reason, the whole concept of Morgenthau is problematic. In this context, ‘if 

human nature was the cause of war in 1914, it was by the same token the cause of peace in 

1910’ (Waltz, 1959, p.28). Classical realism fails to explain why global politics is 

reoccurring despite of the fact that actors in game are constantly changing (Waltz, 1979, 

pp. 65-74).  
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Waltz places causations at the systemic level, which means that in international 

system prevails logic of self-help and power politics. Explanation is clear, in order to 

survive, states have to play the rules which are set by international system, and there is no 

global leviathan to support, protect or punish. He avoids ‘reductionism’ and stick to the 

systemic level, but his assumption is dependent on the unit-level.  

As Richard Ashley and Alexander Wendt have pointed out, Waltzian structuralism 

presupposes state preferences. International anarchy cannot possibly impel states to 

struggle for power if they do not share any ambitions (Guzzini, 1998, p.129). Waltz is 

seemingly well aware of this point and makes interference at the second level of analysis 

by assuming that states pursue strategies for survival, in order to operationalize his theory 

(Waltz, 1979, p.91). This motivational desire alone cannot however generate power 

competition. Randall Schweller (1996) convincingly argues that in an anarchic system 

where all states primary goal is survival, the units would have no incentive to pursue power 

at all since that would risk undermining their principal goal: survival. He claims that Waltz 

constructs ‘a world of all cops and no robbers’ and must therefore make further 

interventions at the unit-level and bring revisionist goals into his analysis in order to trigger 

power competition (Schweller, 1996, p.91-92).  

As this section, has shown, Morgenthau assigns the deep causes of power struggles 

to the first image, while Waltz attributes it to the third image. However, both scholars 

make use of other levels of analysis as well. Without incorporating both systemic and unit-

level explanations neither Morgenthau, nor Waltz would be able to explain why states 

pursue power. The difference between the two lies in the fact, that Morgenthau’s ‘bottom-

up approach’ takes human nature as the starting point and moves up the levels of analysis, 
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while Waltz ‘top-down approach’ by Waltz begins at the third image and slowly move 

down to the unit-level, without ever reaching the individual level. Contrary to the 

conventional wisdom then Morgenthau’s classical realism cannot be seen as a strict first 

image theory and Waltzian neorealism is not a purely systemic theory. 

 

4.1.2 Liberalism  

Proponents of liberalism emphasizes argument that broad connections among states 

make it difficult to define national interest and at the same time decrease the usefulness of 

military power. Globalization, modern technologies and international trade establish close 

ties among states, and they cannot rely on simple power politics anymore. Liberalism 

claims that consequences of using military power are not beneficial for states, but 

international cooperation is. Military power is not the only form of power, because 

economic and social power matter more and international rules and organizations can help 

foster cooperation, trust, and prosperity. 

Regarding the identification of common basis for international cooperation, 

proponents of liberalism argue that multiple actors of any kind are important for 

international system. Economic, social and military goals motivate these actors to 

cooperate with other states, regardless of the anarchic character of the interstate system, 

because it is moderated by norms and rules of international law and trade. 

 Fundamental idea of liberal perception is that domestic and transnational social 

pressures influence state behaviour. Andrew Moravcik describes three levels of interest: 
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nature of actors, nature of state and nature of system. Nature of actors is a bottom-up 

approach, where individuals comes first and then state. Groups or individual actors define 

material and ideational goals autonomously from politics, and after develop them through 

political processes. Nature of the state defines the situation where states represent the 

requests of certain social groups or individuals, and define preferences of the state based 

on these demands in order to act instrumentally to manage globalization. Finally, nature of 

the system, where different states present different interest and interdependence among 

preferences of state have an influence on state behaviour. States compete with each other, 

because they have different costs and benefits.  

Furthermore, it is necessary to mention three existing types of Liberalism: 

ideational, commercial and republican. Ideational liberal theory links state behaviour to 

different conceptions of suitable forms of cultural, political, social or economic order. 

Ideational liberal theory focus on spreading of ideas, prevailing identities and values, 

which are related to institutions. Main representatives of this type of liberalism are authors 

such as Wilson, Huntington and Mill. 

Republican liberalism highlights the role of domestic representative institutions and 

executive–legislative relations. All three variations of liberalism can be found in Immanuel 

Kant ‘s essay ‘Perpecual Peace’, and both propose existence of republics in authors sense. 

As Kant stated, limited constitutional states (republics) are more peaceful and based on 

principal of freedom of individuals, rule of law and the equality of citizens. Legislation in 

such states plays vital role as it can limit the action of executive and decision regarding war 

is in hands of citizens. 
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Commercial liberalism, on the other hand, focus on material conflicts of interests 

and emphasis economic interdependence. Such authors as Angel and Smith argue that wars 

are not effective in conflict resolution. Changes in structure of domestic and global 

economy change the costs and benefits of transnational activity in terms of economy, 

which create pressure on domestic governments to accelerate or block it (Keohane and 

Milner, 1996). 

 

4.2 Interdependence in International Relations 

Proponents of liberalism and realism have opposing views regarding international 

system in general, and concept of interdependence is discussed based on different 

perceptions of the world. Does this kind of trade relations increases chances for conflict? 

According to Baldwin (1980, pp. 484-500) both theories discussed concept of 

interdependence mainly referring to economic connections.  

On the one hand, as was mentioned before tight commercial connection prevents 

states from engaging in military conflict as their costs will be too high. This idea lays in the 

core of liberal tradition advocating that interdependence became priority of the state 

because it is directly linked to possibility of gaining wealth. On the other hand, realists 

argue that conflict arises from closer economical connection and possible constrains. 

Increased interdependence causes inequalities among nations, which leads to conflict, and 

peace can be managed in a situation where would be equal distribution of power. 
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 ‘Complex of interdependence’ of Robert Keohane and Joseph Nye happened to be 

the major challenge to fundamental assumptions of realists. Proponents of realism explain 

state behaviour focusing on hard power. On the contrary, in ‘Power and Interdependence’ 

Keohane and Nye (1989) presented an alternative to neorealist explanation of world 

affairs, using the idea of interdependence. According to their observations, there is a 

reciprocal effect among states or other actors which are occurring due to the high level of 

transactions between countries after the Second World War. High stream of trade deals, 

including flow of capital, goods, people and services internationally make world become 

interconnected, and consequently participants have no more interest or possibility to start 

conflicts. High level of transactions costs effects associated with them is interdependence. 

Power in this case means ability of actors to influence others to do something they 

otherwise would not do. Important in this case is to state a clear difference between costs: 

sensitivity means how quickly the developments outside affect another state and how great 

are the costs, and vulnerability is alternative options (Keohane and Nye, 1989). These costs 

will be discussed more carefully later in the chapter. 

Keohane and Nye analogize their theory of world politics with realism, but they do 

not see either theory as the only explanatory and more as model which can be applicable to 

different situations in greater or lesser degree. This theory does not discard realist 

assumptions but try to synthesize the realist and liberal perspectives. Authors argued that in 

the era of interdependence, the very nature of international relations has been changed and 

world has become more interdependent in all respects especially economics. This theory 

did not try to reject realism, rather to emphasize the concept that realist perceptions are not 

sufficient enough in certain situations (Keohane and Nye, 1977). 
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‘Interdependence in world politics refers to situations characterized by reciprocal 

effects among countries or among actors in different countries’ (Keohane and Nye, 1977, 

p. 8). Relationship between any kind of actors can be described as cooperation and 

competition, and there are reciprocal effects of transaction among them. Nevertheless, 

interdependence does not mean only peace and mutual cooperation, but different areas 

including conflict. Complex of interdependence theory explains how transnational actors 

become vulnerable and sensitive to each other, and cooperate in their own interest. 

On the contrary, neorealist Kenneth Waltz support neoliberals on the fact that 

interdependence among states has reached high levels, but their opinions about effects 

differ. Waltz claims that significance of force is still important for states regardless of level 

of closeness in the international system. Tight connections between states produces more 

chances for conflict (Waltz, 1979). There lays the main difference from (neo)liberal point 

of view, as realists perceive contact between competitive states as potential rise of conflict. 

Besides, states do not trust each other and it is almost impossible to achieve cooperation 

structure. Realists do not believe that any state can participate in cooperation, where 

another actor can possibly win more, because it can be used as an instrument of power. 

These inequalities among actors of international system create disparities in their power 

relations and thus more space for political conflicts (Waltz, 1979). 

To sum up, Genest stated that (1996, p.133) neoliberals do not see motivation of 

states only in terms of power. Supporters of neoliberalism do not divide politics into ‘high’ 

and ‘low’ politics, national security and military power (high politics) are important, but 

economics and social issues (low politics) are priorities. ‘Complex Interdependence’ is a 

combination of two opposite views, it combines both, power politics and economic 
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liberalism. It does not ignore possibility of international conflict, but it may not be the 

zero-sum (Keohane and Nye, 1977, p.10). 

4.2.1 Power and Interdependence 

Relations between power and interdependence is also quite important for deeper 

understanding connection between economics and politics. Power is vital variable for some 

theories when it comes to description of relations among states. For instance, core of 

realism is ‘the belief that international affairs are struggle between self-interested states’ 

(Snyder, 2004, p.55). States try to maximize power in order to be able to compete and 

achieve their interests and security. Liberal theories perceive power differently, they 

distinguish between hard and soft power (Nye, 2004). Hard power defines military or 

economic capabilities, while soft power are values, ideas, culture, institutions and policies.  

Interdependence in some cases can shift power relations among two actors. 

According to Keohane and Nye (1989) in most cases interdependence between two 

partners is asymmetrical as more dependent state might be abused by less dependent one. 

Therefore, this asymmetry can affect power relations between states and give more 

advantages to one partner state. Crescenzi (2005) declares that states use imitation or real 

manipulation in order to achieve positive results in another state’s policies (internal and 

external). However, if we apply this scheme to the gas relations between Russia and the 

EU, influence of supplier in the region is questionable (Harsem & Claes, 2013). 

4.2.2 Complex of Interdependence  
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This work is based on the theory invented by Keohane and Nye, which has three 

main characteristics: multiple channels, absence of hierarchy among issues and 

unimportance of military force when complex of interdependence prevails. First, multiple 

channels are a connection between societies or informal networks of government, non-

government elites and transnational organizations. Absence of hierarchy means that there 

is no clear line which separate issues related to domestic or foreign categories. Besides, 

military security is not on the top of the agenda anymore. 

However, the most important part of the theory for this research is to explain costs, 

which economic interdependence creates. Asymmetry in interdependence produces 

different dimensions of power or costs: sensitivity and vulnerability. It is vital to define a 

clear difference between costs: sensitivity (how fast the developments outside affect 

another state and how big are the costs) and vulnerability (alternative options of an actor). 

As stated by authors sensitivity is ‘liability to costly effects imposed from outside before 

policies are altered to try to change the situation’ and vulnerability ‘liability to suffer costs 

imposed by external events even after policies have been altered’ (Keohane & Nye, 1989, 

p. 13). 

Realists also acknowledge these dimensions, as Waltz named in his work 

‘sensitivity of adjustment’ or ‘costs of adjustment’ (Waltz, 1979). According to him when 

state increases level of sensitiveness, it has to change its internal economic policies 

according to external conditions. Sensitivity means costs each side has to ‘pay’ when other 

does not fulfil commitments. For instance, question we should ask in order to measure 

sensitivity is ‘how quickly the developments outside affect another state?’ and ‘how great 

are the costs?’. Unexpected gas crisis between Russia and Ukraine in 2009 affected 
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European Union and caused great costs. For the EU in short term it was too costly to 

change relations radically, but it caused serious reconsideration of policies in order to 

secure and lower level of sensitivity.   

On the other hand, term vulnerability specifies existence of alternative options in 

case one side decides to alter interdependency for any reasons. Therefore, in this case the 

most important action of a state is its ability to find other solutions and compensate costs 

(Keohane & Nye, 1989, p. 13). For instance, unexpected cut off energy supply to 

consumers would cause high level of vulnerability of both sides if they would not find any 

alternatives to use. According to the previous assumptions, interdependence between two 

actors might cause sensitivity or vulnerability of actors. If level of sensitivity or 

vulnerability of one actor becomes high, thus attempts to reduce costs and dependence will 

lead to reconsideration of relations. However, interdependence can be beneficial for both 

participants if they keep the same level of sensitivity/vulnerability. 

4.2.3 Positive and Negative Interdependence 

 According to the Keohane (1986, p.8), positive interdependence ‘exchanges of 

roughly equivalent values in which the actions of each party are contingent on the prior 

actions of the others in such a way that good is returned for good. Basically, this kind of 

interdependence creates situation where both sides are willing to accept the fact that they 

depend on each other. On the contrary, negative interdependence is where partners would 

rather escape relations with a big pleasure (Belyi 2012). It happens when both actors are 

not mutually benefitting from their agreement, and partnership is based on self-interest.   
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It is definitely possible to shift from positive to negative interdependence and vice 

versa. Both types of interdependency are visible in the policies of partners: if one side 

limits possibilities for partnership to grow, then progress is not likely to happen in this 

relation. In order to develop positive interdependence, there has to be a constructive 

dialogue between partners. While possible reason of insufficient dialogue might be the 

asymmetry of interdependence, where the dependent side often tries to decrease the 

interdependence by creating additional requirements to the partner or searching for 

alternatives. 

As Keohane and Nye (1989) argue, only in a very few cases we can observe 

completely fair or ‘symmetrical’ interdependence, when gains and losses are distributed 

equally. Most of the time it works the opposite way, because limiting autonomy of an actor 

brings unequal benefits and will not be mutually positive. Asymmetrical interdependence 

brings unequal distribution of power between actors, which gives advantage bargaining 

position to a less dependent state. Gas relations between EU and Russia need to be 

presented before making conclusions regarding typology of interdependence between 

states. Therefore, the next chapter will be dedicated to Russian and EU economies, gas 

resources, energy relations and type of interdependence.   
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5. FINDINGS AND ANALYSIS  

5.1 Change of Course in EU-Russian Gas Relations 

Relationship between Russia and the EU evolved quite rapidly, beginning in 1990s 

when Russia started to open its economy and EU was the most important trading partner. 

Russia with its amount of natural recourses became the largest supplier of gas to Europe. 

Recently energy relations between these two actors became tense and under increasing 

pressure because of few conflicts and supply disruptions, ruining trustful partnership. 

Therefore, EU- Russia gas relations have become contradictory with interdependence on 

the one side, and tension and mistrust on the other. EU-Russia partnership in energy area is 



   

 

 

45 

 

one of the most important in international relationships, the development of which will 

have reflection on the global arena. 

First of all, the ongoing liberalization of the EU gas market leads to fundamental 

changes in the structure and the principles of operation. The EC Third Directive, which 

assumes the unbundling of ownership rights of suppliers as well as antitrust measures that 

are taken to limit their further vertical integration and indicate the onset of a new era in the 

European gas market. As was mentioned earlier, disturbed by the threats caused by the 

seizure of supply preceding disagreements linking Ukraine and Russia in early 2006, the 

EU countries were more anxious regarding increasing reliance on gas from Russia (Casier, 

2011). The relationship existing between the Russia and the EU has gone sore perpetuated 

by misleading information from media and the politicians based on a geopolitical power 

struggle. This opinion has resulted into a detailed examination of the dangers contributed 

by Gazprom's influential position.  

It should also be noted that the formation of a new liberal model of the EU gas 

market is fraught with serious risks for the emergence of vertically integrated supply 

companies engaged in both production and supply, including Gazprom. Economists note 

that trading risks arising from these conditions can adversely affect the rate of return of 

investment projects of gas production and supply and thereby prevent the involvement of 

debt financing under acceptable conditions for the exploration and the development of gas 

fields and construction of transport infrastructure (Konoplyanik, 2009).   

Consequently, the liberalization of the European gas market creates additional 

supplier's risks of financing of projects that require large investment costs. Not all experts 

consider the complete departure from long-term contracts expedient since the development 
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of the gas industry, as a rule, requires a different kind of investment projects with a long-

term reimbursement. Moreover, there is a point of view, according to which the transfer of 

long-term contracts of Russian Gazprom to spot trading prices of European markets will 

not only create additional risks but will also jeopardize the security of energy supply 

throughout the European Union (Konoplyanik, 2009).   

Therefore, it is most likely that long-term contracts will not disappear in the future 

as a means of ensuring reliability of supplies of natural gas and the protection of 

investments in gas production and transportation facilities, but their role will continue to 

decline under the pressure of new pricing principles. The major changes in the relations 

include the need to take account of the Asian factor, which will increasingly affect the 

pricing for European consumers, as well as the rejection of the policy of entering into 

mutual assets between Russia and Europe. 

The uncompromising stance of the European Commission on the construction of 

the South Stream can be costly for the economies of the EU countries. The emergence of 

the Turkish Stream project makes them invest into new infrastructure to import Russian 

gas, which is alternative to the Ukrainian transit corridor. The decision to launch the 

Turkish Stream and to terminate the gas transit contract with Ukraine in 2020 was 

announced by Russia without prior consultation with the Commission and apparently 

caught European officials off guard. The organization had become used to the fact that it 

establishes new rules that create barriers for the Russian gas to Europe: The Third Energy 

Package, the target market model, and, finally, the concept of the European Energy Union 

with a desire to interference in commercial gas contracts. 
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The presence of the South Stream, into which considerable resources had already 

been invested, allowed the EU to keep Russia in limbo. When announcing the Turkish 

Stream project in December 2014, Gazprom declared that it would sell the gas on the 

trading floor at the border of Turkey and the EU, and it was the task of the Europeans to 

create necessary transport infrastructure within the European Union required to receive 

these volumes. Buying Russian gas on the hub instead of the delivery point which was 

previously fixed in the contract, the reverse of existing gas pipelines, investments of the 

European system operator into the construction of new pipelines in the presence of a 

supply contract - all of these principles correspond to the ideology and the rules of the 

Third Energy Package. 

Paradoxically, the rules of the Third Energy Package had never been fully applied 

to the construction of the new gas infrastructure in the European Union. To attract 

investors, the Commission was forced to grant exceptions to the rules regarding the 

reservation of 50 pct of the capacity of gas pipelines for third parties. A good example of 

this is the project of the Trans Adriatic Pipeline (TAP) with a capacity of 10 billion cubic 

meters per year for the supply of Azerbaijani gas to Europe. Creating an interface for 

connecting the Turkish Stream to the European gas infrastructure will, in fact, become the 

experimental verification of the new game rules on the European gas market for their 

adequacy and strength (Natural Gas World, 2017). 

After Turkey downed a Russian bomber, a trade war broke out between the two 

countries. This was the reason for stopping the Turkish Stream. However, one cannot 

exclude other consequences of the Russian-Turkish quarrel for the gas pipeline supply of 

the Western Europe. These also include restrictions imposed by the EU to the financial 
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resources, which in turn complicates the operational activities of companies. Moreover, 

one should not forget about the EU's plans to expand its energy cooperation with Central 

Asia and the Caspian region as well as with the Middle East and North Africa. Some 

European experts believe that the Arab Spring has created opportunities for deepening EU 

energy cooperation with Algeria, Egypt, and Libya (Konoplyanik, 2014). These three 

countries together possess large reserves of natural gas (about 300 billion cubic feet), 

which in the long run makes increasing the gas supply from North Africa to Europe a 

possibility. However, the instability of the internal situation and the lack of development of 

infrastructure in these countries complicate the process of development of relations in the 

field of gas supplies to the EU.   

Despite the fact that the share of natural gas exported from the Central Asia and the 

Caspian region is currently less than 1 pct and does not pose much of a threat to Gazprom, 

as mentioned in the second chapter, there are many projects on natural gas supplies from 

countries in the region to the EU that bypass Russia and that can be implemented in the 

future. The former Soviet republics are going to reduce their dependence on Russia, pursue 

an independent energy policy, and are ready to supply natural gas to the EU at lower 

prices, thus becoming competitors to Gazprom (OGEL, 2013).  

This puts European partners into a better position because the presence of a 

competitive gas market allows them to give preference to the supplier who offers the most 

favorable conditions, and Gazprom with its rigid pricing policy may find itself an outsider 

among European consumers. The growing competition in the European gas market makes 

Gazprom adapt to the changing market architecture: only if it becomes more competitive 
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will it be able to pose serious competition to alternative gas suppliers in the fight for the 

increased presence in the European energy market. 

5.2 Legal Basis of EU-Russian Relations 

Current relations between Russia and the EU in the energy sector are regulated 

multilaterally and bilaterally. The multilateral regulation framework includes the Energy 

Charter Treaty, which entered into force in 1998 even though Russia still refuses to sign 

this treaty. From a formal point of view, this agreement defines the norms of series of 

activities in the energy sector and contributes to the establishment of long-term 

relationships between suppliers and consumers of energy resources. However, it should be 

noted that the agreement contains a further aim: to create a single global energy market 

through the opening of the national energy market of, in particular, energy-producing 

countries and to establish an external control over them (Pashkovskaya, 2011).  

European Union still insists on the performance of the Agreement provisions by 

Russia while recognizing the need for a new agreement that corresponds better to the 

modern reality (Monaghan and Montanaro – Jankovski, 2006). With regard to bilateral 

cooperation between Russia and the EU, it is governed by the 1989 Agreement on Trade 

and Commercial and Economic Cooperation between the European Economic Community 

and the European Atomic Energy Community and the Union of Soviet Socialist Republics 

and the subsequent 1994 Agreement on Partnership and Cooperation between the Russian 

Federation and the European Union. It should be noted that upon an analysis of the norms 

of the above arrangements, it is possible to conclude that, at the time of signing of the 

above instruments, the energy sector was not a priority area of cooperation, which it is for 
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Russia and the EU at the moment; therefore, both parties have agreed on the need to 

conclude a new bilateral agreement, the development of which is not yet complete at the 

moment.  

The strategy of the European Union in respect of Russia is defined by a number of 

basic instruments that should be considered for the understanding of goals and motivations 

of the EU in the energy sector. The formation of this strategy can be divided into several 

stages. The first stage includes the years from 2000 and until 2007 and is characterized by 

the common desire of the European Commission to develop common systems for the 

Member States in the field of energy policy in order to ensure that they ‘speak with one 

voice’ (European Energy Review, 2014). Definitely gas dispute between Russian and 

Ukraine in 2006 was an influential event as question regarding dependency of the EU on 

Russia gas became more critical after temporary cut off the supplies.  

An important document of this period is the ‘Green Book’, which was adopted by 

the European Commission in 2006 and which defines the development strategy of the EU's 

energy sector until 2025 (Khuseynov, 2011, p.325). According to this concept, a single 

European energy market must be created and a common policy of supply of hydrocarbons 

must be formed by 2025. In the same year, the European Union adopted a common energy 

strategy, which requires an increased use of alternative energy sources and suppliers of 

natural gas through the use of new hydrocarbon transportation routes from the Caspian 

region and North Africa, at its summit in Brussels (Khuseynov, 2011). It should be noted 

that the provisions of the documents that define the European energy strategy are in 

contradiction with the interests of the Russian party. For this reason, Russia, which is 

represented by Gazprom, does not accept the majority of the EU initiatives in the energy 
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sector and exposes them to criticism. In particular, the deputy Chairman of the Company 

A. Medvedev has criticized on the provisions of the aforementioned documents and called 

them ‘one-way road, which Russia does not need’ (Khuseynov, 2011, p.326). The second 

period covers 2009, when the Lisbon Treaty, which laid the legal basis for the functioning 

of companies in the European energy market as well as for the EU's relations with energy-

producing countries and transit countries, entered into force. This Treaty further clarified 

the EU energy strategy since it contains provisions for the establishment of a supranational 

EU energy market as well as the transfer of the right of Member States to define and 

implement a common foreign and domestic energy policy at the EU level. As noted by 

Pashkovskaya (2013, p.50), ‘the provisions of the Lisbon Treaty on the spirit of solidarity 

of the EU energy policy can have undesirable consequences for Russia’. 

Finally, the third stage began in 2011, when the Third Legislative Package on 

Energy entered into force. This package required a plan of liberalization of the European 

energy market and provided detailed rules for energy companies that wish to operate in the 

European gas market. It is important to emphasize that the rules prescribed in this package 

must be applied not only to European companies but also to companies from third 

countries that supply gas to the EU. It is obvious that the Third Package is directed 

primarily against Gazprom.  

With regard to the legal regulation of gas exports from Russia, the fundamental role 

is played by the federal law adopted on July 18, 2006 ‘On the Export of Gas’, according to 

which Gazprom and its subsidiaries obtain a monopoly on gas exports. Thus, all other 

Russian gas companies that previously supplied other countries independently, for example 

Itera, have now been forced to use mediation services of Gazprom Export. However, a few 
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years ago, the process of abolishing the monopoly of Gazprom in the field of supply of 

liquefied natural gas (LNG) was initiated, and an independent producer of gas, Novatek, 

signed an agency agreement with Gazprom on LNG supplies abroad from South 

Tambeyskoye field in 2010. A similar agreement was also signed with Itera; however, the 

company now supplies a small amount of gas to the Baltic States. Still, Gazprom 

emphasizes that the single export channel is not yet broken (Pashkovskaya, 2013). 

In general, while summing up the legal aspects of EU-Russia cooperation in the 

energy sector, the incomplete nature of the legal framework governing bilateral relations 

should be noted. This is especially applicable to the harmonization of the existing Russian 

standards and regulations with European standards, which is essential for the improvement 

of the conditions of energy exports. An important factor in the improvement of the 

regulatory framework is signing new bilateral agreements, which will take into account the 

interests of all the parties involved: producers, transit countries and consumers.   

 

 

5.3 Gas Resources and Infrastructure in Russian Economy 

Russian Federation is famous for its unbelievable endowment in raw materials, its 

significant gas reserves and possibility to export it by using own pipeline routes. Total 

primary production equals to
 

about 540.64 Mtoe and primary domestic consumption 

amounts to 387.01 Mtoe. Using comprehensive gas transportation system Russia becomes 

a leader among suppliers to European and Central Asian states. In 2012 with amount of 
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152.2 Mtoe, Russia got a status of the greatest net exporter of natural gas in the world. As 

it is shown in the Table 1, since 1990s Russian gas exports to Europe exceeded 100 bcm 

every year, and increased to 160 bcm per year. Russia and Gazprom in particular, are the 

biggest supplier of gas to the EU market (International Energy Agency, 2015). 

Table 1: Russian Gas Exports to European Countries 2003–2013 (bcm) 

 

 (Oxford Institute for Energy Studies, 2014, p.3)  

Undoubtedly, Gazprom is an energy giant which emerged from the Soviet Ministry 

of the Gas Industry and was able to survive all the overwhelming transformations for more 

than 20 years. It was founded in year 1989, and nowadays it carries on the business of 

exploration, extraction, production, transportation, marketing and trade of natural gas. In 
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translation from Russian language Gazprom means gas industry, which also displays the 

reality. From the gas monopoly, it has grown into a conglomerate which controls its 

actions in all possible spheres: financial (through the Gazprombank), oil sector (through 

the Gazpromneft), insurance company, media business (Gazprommedia, which owns group 

of TV channels and radio station), and even the football team (Gazprom, 2016). 

Almost 20 years after the Ministry of the Gas Industry transformed into gas 

concern Gazprom, and after the breakup of the Soviet Union in 1991 government declared 

the process of privatization. RAO Gazprom was formed and consequently inherited all the 

assets of the former ministry with many subsidiary production, transportation, and service 

amalgamations as its daughter enterprises. Despite of the fact, that Gazprom was 

privatized, until now state owns more than a half of company stakes, which gives it a 

certain amount of control and majority of the seats on the board of directors. Consequently, 

it is obvious that Gazprom has a high degree of state involvement in its businesses and 

organisation (Vavilov, 2015). 

Majority of Russian gas export contracts are long-term, varying from 10 to 35 years 

and legally binding. They are based on take-or-pay principle, which oblige buyers to pay 

for a fixed minimum quantity of gas annually regardless if they use it or not. After 2008, 

level of take-or-pay principle was reduced to 70 percent, hence EU import countries have 

to consume about 125 bcm of gas from Gazprom in 2020 and around 70 bcm in 2030. The 

rules regarding reducing this level or termination of contracts before its expire date are 

extremely strict (Henderson and Pirani, 2014). 

Gazprom also owns and regulates over 90% of Russian gas reserves and 

infrastructure, taking a leading role in ownership, production, processing and 
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transportation of gas and exports from Russia (Kirchner & Berk, 2010). One of the most 

relevant observations was done by Gazprom, that there would be an increased dependency 

of the European-based nations on the company for the provision of gas. 

Figure 1. Russian long-term export contracts with OECD European countries to 2030 

 

(ERI RAS in Henderson and Pirani, 2014, p.60.) 

Russia produces estimated 25 percent of natural gas utilized by European nations 

and 80 percent of such global sales go via pipe channels traversing Ukraine's land before 

getting into in the European countries. Going by the evaluations from the World records 

book, the region moreover owns the biggest verified reserves. Russia is also ranked 1st by 

OPEC, having an approximately 49 tcm, 24 percent of the world's confirmed reserves; 

nevertheless, BP roughly puts Russia second after Iran with 33 tcm (Van Der Meulen, 

2009). Moreover, Russian state is expected to own the biggest volumes of unexplored 

natural gas, an extra six point seven tcm, based on US Geological Survey projections. 

Russia exploits roughly 457 bcm annually, ranking immediately after the USA.  
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For better understanding of trade dynamics of Russian energy exports, it is 

necessary to include maps with the location of gas reserves and pipelines transferring gas 

to Europe. As Map 1 shows natural gas reserves are located in Western Siberia with the 

most important fields named Yamburg, Urengoy and Medvezhye, which make together 

about 45% of Russia’s total reserves. 

Map 1. Major Russian Gas Basins 

(IEA, n.a.) 

The largest pipeline routes are shown on the Map 2, such as the Bratstvo which 

delivers gas mainly to states such as Slovenia, Croatia, Italy and Hungary, Yamal-Europe 

which goes to Germany through Belarus and Poland, and the Soyuz operating through 

Ukraine. Besides, since 2011 Nord Stream is transferring natural gas directly to Germany 

through the Baltic Sea (Grama, 2012). As can be seen these pipelines make complex 
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network, which is connecting Russian gas supplies and EU market and increase their 

interdependence.  

Map 2.  Russian Gas Pipeline Network 

   (Belinstitute, 2013)  

To sum it up, 152.2 Mtoe of natural gas were exported in net terms from Russia in 

2012, while all of this amount goes to Europe and Turkey (US Energy Information 

Administration, 2014). About 57% of natural gas exports were delivered to Western 

European states and 24% goes to Central Europe (US Energy Information Administration, 

2014). Not surprisingly that gas exports together with other raw materials are the main 

source of income for Russia. According to Balmaceda (2008, p.220), Russia is among the 
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energy dependent country. For instance, the following traits make Russia be among the 

energy dependent nations especially in earning of revenue. First, such a country ought to 

have more than fifty percentiles of its exports associated with energy-based resources. 

Secondly, the country must have at least a third of its gross domestic product arising from 

the exportation of energy based products. Finally, such a nation ought to have more than 

forty percentiles of its exportation of its energy product to a single market. In this case, 

Russia meets the criterion as its core market for its energy-based products, are based on 

exports to the European Union.  

According to Sharples (2012, p.685), Russia accounted sixty-seven percentiles of 

its exportation based revenues from energy sales, in the year 2010. The sales made from 

the exportation of natural gas was a representation of about eighteen percentiles of the total 

income from energy based products. The figure was a representation of $46 billion of the 

total sales of the revenue generated from the energy sector. Besides Sharples (2012, p.690) 

argues that the reason for the diminished returns and low-profit margins for the Gazprom 

company is due to the enjoyment of low taxes by the conglomerate. The overall result is 

the non-monetarization of the Russian gas conglomerate and industry. The Russian 

government, besides, has a tendency to forgo the paying of taxes on gas, and other energy 

products. Sharples (2012, p.700) implores that the integration of such tax breaks results in 

the small marginal profits especially to the country's domestic market, hence its reliance on 

the European Union based nations.  

5.4 European Gas Resources and Imports 
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After analyzing Russian side, this part reviews the same kind of information 

regarding EU resources, consumption and import. Energy security has always been crucial 

issue on the EU agenda, especially after the crisis between Russia and Ukraine. After 

conflict in 2006, in green paper ‘European Strategy for Sustainable, Competitive and 

Secure Energy’, the European Commission states that new energy era has started for the 

EU because energy is essential to EUs economy, wealth and high standard of living 

(European Commission, 2006, p. 3). 

According to the International Energy Agency (IEA) estimations, EU will have to 

import up to 84% of its natural gas requirements by 2030. Ahead of Norway, Russia still 

remains the largest supplier of natural gas for the EU.  According to Eurostat, in 2016 its 

share in the EU imports of natural gas raised to 38.2 % in comparison with previous year 

(37.5 %).  Besides, European Union creates different possible solutions in order to secure 

its Members States, such as production growth in renewable energy. However, the 

European energy mix still consist of oil products (34%) and gases (23%) (IEA, n.a.).  

 

 

 

 

Figure 3. Percentage of extra-EU imports of natural gas by country of origin 
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(Eurostat, 2015) 

First of all, EU natural gas primary production in 2014 equals 117.3 Mtoe, which 

decreased drastically by 42.9 %. in comparison with previous few years (Eurostat, 2016). 

Consumption of natural gas reached 252 Mtoe (Eurostat, 2015). Therefore, difference 

between internal production and consumption shows us that there is a need to import gas 

from outside, and it is a fact that the EU market is the biggest net energy importing area in 

the world (BP, 2015). EU-28 imports of natural gas increased by 2.1 %, especially in such 

countries as Netherlands, Slovakia, Portugal, Italy and Greece. Regarding the origin of 

imports, Norway trades 29.9 %, Russia of 16.7 %, 15.0 % from Ukraine and 12.7 % from 

Belarus. Natural gas dependency in EU-28 was 69.3 % in 2015, which is a little bit more 

than in 2014.  

Despite of the fact that Russia has kept its position as the main supplier of natural 
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gas for the EU, the origin of energy imports has changed in recent years. The main 

problem, which arises during analysis of energy situation of the EU is the fact, that every 

Member State has different production and consumption level, and even different approach 

to deal with energy security and usage of energy mix. Such countries as Finland and 

Slovakia 100% depend on Russian supply, while Spain, Portugal, Croatia, Ireland, 

Sweden, the UK and Denmark import small amount of gas from Russia, and Germany is 

the biggest market which tries to form bilateral relations (Aalto, 2010). As EU 

Commission has stated ‘Six Member States depend from Russia as single external supplier 

for their entire gas imports and three of them use natural gas for more than a quarter of 

their energy needs’ (EU Commission, 2014, p.2). 

 This situation puts the EU in very vulnerable position, and proves asymmetry in 

dependency between two actors. Furthermore, situation is unlikely to change in following 

years regarding high level of dependency on Russian gas supply. As it is clear from the 

following Table 2, which shows future gas scenarios, those countries are likely to keep the 

same level of dependency on Russian gas in following 13 years. 

 

 

 

 

Table 2. Gas Demand Projections for Countries Highly Dependent on Russian Gas 

2015–2030 (bcm)  
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(Oxford Institute for Energy Studies, 2014) 

 

5.5.1 Possible Alternative Sources of Gas Supply  

In the beginning of 1 70s European production covered most of the region’s gas 

demand, but the situation has changed due to the fast growth of consumption and decline in 

production in 2000s (OECD, 2014). Following chapter analyses possible alternatives of 

supply for the EU including local and external sources.  

Table 3. Conventional natural gas reserves and reserve to production ratios for 

current and potential suppliers to Europe 
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(BP Statistical Review, 2014, p.20)  

Norway with 109 bcm and the Netherlands with 86 bcm production are the main 

local sources of gas. Besides, Norway is the biggest natural gas source in Europe (21. 6 

percent of regional consumption), and the third biggest in the world after Russia and Qatar. 

Norway sells its gas to Western European markets using pipelines and relatively 

compensate the loss from the UK continental shelf in 2000s. However, according to the 

Norwegian Ministry of Petroleum, there will be a possible decline in production in early 

2020s if more reserves will not be found (Oxford Institute for Energy Studies, 2014, p.12). 

The second largest gas exporter and producer after Norway are the Netherlands with 

Groningen field production (54 bcm in 2013). However, because of the fears of earth 

tremors, production in the risk areas will be reduced by 80 percent and this year (2017) the 

situation will be estimated to decide on additional restrictions (Government of the 

Netherlands, 2014). United Kingdom has 38 bcm production from the continental shelf, 

but can supply only about half of the regions request and the rest of EU countries are 
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facing declines in their production. German production (11.7 bcm in 2013) is expected to 

decline of 5 percent per year to about 5 bcm/year by 2030. Romania (10.6 bcm in 2013) 

expects decline to 6 bcm/year by 2030. Italy with production more than 7 bcm of gas a 

year and Poland with 6 bcm in 2013 are also in decline. Denmark is in the same position 

since 2005 with other European countries which produce more than 2 bcm/year. (OIES, 

n.a.). 

Table 4. Indigenous conventional gas production in European markets 2013–2030 

(bcm) 

 

 

(Oxford Institute for Energy Studies, 2014) 

North African region (Algeria, Egypt and Libya) has been EU supplier for a long 

time with total of 7.8 tcm of proven conventional gas reserves. Besides, there is a growing 

potential of trans-Mediterranean gas trade, which has turned North Africa into Europe’s 

second-largest external supplier of natural gas, with total exports to Europe of 44 bcm in 

2013. Previously, Algeria has been the second largest gas supplier to Europe, behind 

Russia. In 2013 for example, Algeria gas supply of 13.5 bcm via LNG and 25 bcm via 

pipelines accounted for a 9% market share. Certain constraints are now being felt, for 
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example, there is a projected growth in Algeria’s domestic market specifically in the 

chemical and industrial sector, utility, and desalination factors which will affect its supply 

to Europe. Egypt has been another Europe’s traditional gas supplier, but the dynamics of 

its expanding domestic market has seen it also becoming an importer (Belyi, 2003). Due to 

political events in Egypt, it is highly unlikely that the government will come up with 

unpopular policies such as the increase of gas and utility prices. It is therefore very likely 

poised to become a net importer of gas. Despite of the fact that there is a potential for long 

term supply, there are certain challenges because of the investment climate in the region 

following the onset of the Arab Spring in 2010. 

  Long term perspective to deal with North African region is quite subjective due to 

several reasons. First of all, considerable level of uncertainty, which includes some past 

project delays and political unstable atmosphere in the region. Since the outbreak of 

conflict in Libia in 2011, there is no foreign access to production locations and problems 

with future new explorations. Despite the political factor, by the end of the decade North 

African net exports are expected to be reduced (Aissaoui, 2013, p.2). 

Iraq and Iran possess vast gas resources and present a viable source of energy for 

the EU. In the short term, Iran is not likely to offer a possible substitute for Russian gas 

due to the international sanctions, even regardless the fact that they have been lifted. 

Another constraint the lack of export and production infrastructure (Papava, & 

Tokmazishvili, 2012). Likewise, Iraq has quite a substantial gas resource base. Some 

production and exploration companies are found in Iraq, although, the political instability 

poses quite a challenge to the large-scale investment, in as far as developing the export and 

production infrastructure necessary to export its energy to Europe is concerned.  
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The late 2000s established a great revolution of energy chances for the East 

Mediterranean. Discovery of sizeable natural gas resources (975 bcm) offshore Cyprus and 

Israel has radically changed energy outlook of the region to a future potential exporter of 

natural gas to Europe (Oxford Energy Forum, 2013). The offshore (Eastern Mediterranean 

Sea) Tamar and Leviathan gas fields that have an overall estimated reserve of 792 bcm 

could make Israel a local gas exporter. Israel's policy, despite its export potential, protect 

its national welfare including energy security. Israel also prefers supplying gas to its 

immediate neighbors instead of massively investing in the infrastructure required to supply 

the European market. 

Azerbaijan presents the best placed alternative source for the EU market. It has a 

long history of cooperating with companies, like BP, in projects, such as the Shah Deniz 

gas condensate. Salvati (2015) argues that therefore the increase in the gas supply from 

Azerbaijan progressively comes up a matter of how possible the potential supply projects 

might be. Turkmenistan also presents another viable EU gas source supply as it has very 

rich gas reserves. The primary challenge is competition from China and Russia which is a 

major impediment in sending Turkmen gas to Europe (Nebit GAZ, 2017).  

Turkey has executed quite an effective energy policy by that has attracted a 

massive investment for the grand energy transportation projects in addition to securing 

considerable amounts of hydrocarbons. Turkey and EU relations have not been very 

conducive for quite some time with Turkey not prioritizing Europe energy security. Salvati 

(2015) adds that irrespective of this situation when it comes to Russian pressure on 

Azerbaijan, Turkey and EU's efforts are mutual in channeling more Azerbaijan gas to 

Europe through Turkey rather than have it pass through Russia. 
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Various political and technical barriers must be overcome in the EU's realistic 

medium term endeavor of diversifying away from Russia's gas imports. A partial solution, 

in the short term, should be focused on the mobilization of the existing EU instruments that 

expand links with EU neighbors and improve the internal relationships in addition to the 

developing of a targeted investment (Baran, 2007, p. 136). According to Monaghan (2006, 

p. 10), some alternatives source markets will include the import of Liquefied Natural Gas 

from Australia and East Africa escalating the work on the Southern Gas Corridor via 

Turkmenistan, Kazakhstan, and Azerbaijan, and Importing Gas from North Africa and the 

Middle East. A significant part of the gas contracts between the EU region and Russia are 

to expire by 2025. It will offer the EU region an option of diversifying their supply sources 

(Baran, 2007, p.140). Apart from investing in infrastructure in the quest to ensure energy 

security, the EU must dialogue with Turkey, US and China. It is also imperative to note 

that EU external energy security is closely related to its neighbors' security. Energy should 

be at the core of EU's policy towards its neighbors, and it should be able to advance energy 

security policies beyond its borders efficiently. 

5.5 Asymmetry in EU-Russian Interdependence 

After evaluating Russian and EU perspectives, and possible diversifications 

options, this chapter aims to apply interdependence model to the gas relations between two 

partners, confirm presence of interdependence itself and measure asymmetries. In order to 

do so, it is necessary to demonstrate notions of sensitivity and vulnerability, which were 

presented in the theoretical part of the thesis. As was mentioned earlier, there are certain 

costs related to interdependence: sensitivity (how fast the developments outside affect 

another state and how big are the costs) and vulnerability (alternative options of an actor). 
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Robert Keohane and Joseph Nye (1989) describe sensitivity as ‘liability to costly effects 

imposed from outside before policies are altered to try to change the situation’ and 

vulnerability as ‘liability to suffer costs imposed by external events even after policies have 

been altered’ (Keohane & Nye, 1989, p. 13).  

To Russian side sensitivity would mean if they lose income for their gas exports or 

import countries would not pay agreed price, and vulnerability costs would be if Russia 

totally lose all profits from partners. Russian economy is basically build upon energy 

exports, including natural gas, so costs would be massive in case of any scenario. European 

partners are the biggest source of income, they are safe and pay higher price than the 

Commonwealth of Independent States (the CIS). Mineral products are basically the only 

export product Russia can rely on. Besides, Russian GDP could reduce to 2% of GDP for 

natural gas revenues as over 70% of gas exports are going to the EU market.  

On the other hand, for the EU costs would be different. If we take EU as a single 

actor: sensitivity would cause a decrease in gas supplies, and vulnerability costs would 

bring disruption. Union imports more than a half of the energy it consumes, so in case of 

natural gas, degree of dependence equals 66%. Decline or total cut in energy flows arriving 

from Moscow would cause deprive almost up to 40% of natural gas. However, if we 

analyze each member state inside the EU separately, the result might be different. For the 

EU, as united actor loss in natural gas supplies would not bring extremely high sensitivity 

level. It would hit only several Central and Eastern European MS, such as Slovakia, the 

Baltic States, Finland and Bulgaria which are sensitive in case of Russian gas supply 

reduction or vulnerable in case of a total disruption. 
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Therefore, based on what have been mentioned before, the relations between 

Russia and the EU is certainly an interdependent one. Both sides are sensitive in case the 

other side does not keep to its obligations. However, if we compare two actors, European 

one seems to have lower sensitivity and vulnerability levels in terms of gas relations. But 

this scenario is correct only if we perceive EU as a single actor and ignore special 

dependency of Central and Eastern Europe on supply from Moscow ( inhack   Tichý, 

2012). Regarding vulnerability and possible alternatives Europe has a better position as it 

is able to import natural gas from different suppliers such as Norway, Algeria or Qatar. 

Concerning MS from Central and Eastern European region, extinction of the relationship 

would obviously influence these countries harder than Russia. 

All these facts are proving that these interdependence between Brussels and 

Moscow is asymmetrical as levels of dependency are different. This asymmetry between 

Russia and the EU will remain substantial due to a number of reasons: despite of the fact, 

that in recent years level of Russian supplies to the EU reduced, geographical proximity 

and scope of Russian reserves show that it is unlikely to be replaced (Aalto, 2009, p. 164). 

The fact that union has 28 MS, Europe 2020 Strategy, which aims to reduce consumption 

by 20% until 2020, cannot be applied to every Member State with the same outcome. 

Furthermore, there are few important events that also change EU approach to energy issue: 

eastern enlargement, regional dimension of gas and opposing interpretation of energy 

security (Hughes, 2007).  

 

5.6 Power and Interdependence in Russia - EU Dialogue 
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The 2006 and 2009 gas disagreements between Russia and Ukraine and following 

supply cuts displayed necessity of diversification in the EU on the discursive as well as the 

policy levels. Moreover, after the crisis and sanctions applied on Russian side, European 

political discourse has changed. Unquestionably, the dependence on Russian gas was 

politicized in European circles and union began to implement new energy security 

measures and diversification approaches, but for now Russia still has leading position in 

the energy decision process.  

First of all, sensitivity and vulnerability of the EU increased after the enlargement 

of Central and Eastern states. Dependence of Member states on Russian gas supplies 

increased from 25% to 47%, together with the level of dependency of the whole union 

(Casier, 2011, p. 542). It is important to notice that these changes did not affect sensitivity 

and vulnerability of ‘old’ Member states, which also have different historical and political 

relations with Russia. Therefore, levels of sensitivity and vulnerability within the EU vary 

significantly. In addition, Russia still has a special kind of relations and influence to the 

countries of ex-communist bloc, which creates substantial geopolitical conflict and 

contribute to the high level of politicization as well as securitization of energy relations 

(Pick, 2012). 

Second of all, lack of common foreign energy policy in the EU stresses the need of 

alternative suppliers and danger of disproportionate dependence on one single supplier 

(Kratochvíl   Tichý, 2013).  esides, gas trade between Russia and the EU is mostly based 

on long term contracts established individually on bilateral basis between MS and Russia, 

which influences proportionality regarding gas dependency within the EU. Currently, the 
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most important step for the EU is to reduce its vulnerability, which means to improve its 

position in relation to Russia and lower dependence on its gas imports (Filis, 2009).  

Third of all, Gazprom is able to change level of prices and set different amounts for 

MS (De Micco, 2014). As was mentioned before, Eastern and Central European Member 

States are dependent on Moscow’s energy supplies and share the same historical past, 

which weaken EU position towards Russia.  Therefore, the problem is not only about 

diversification of supply but also lack of unity inside the EU regarding energy issues and 

common approach towards Russian state.  

EU perceives reliance on Russian gas supplies mostly through geopolitical prism, 

as a threat to its energy security in the region (Feklyunina, 2008). On the other hand, 

Russia has stated a new priority to move towards new markets to the East even though this 

process is still in materializing (Baev, 2014).  Especially since 2014, sanctions and current 

tense political relations with Western powers, Russia’s interest towards East has gained 

new significance. According to the Ministry of Energy of the Russian Federation (2010, p. 

23) ‘the proportion of European energy markets in the total volume of Russian energy 

export will steadily decline due to export diversification to Eastern energy markets (China, 

Japan, Republic of Korea, other countries of the Asia- Pacific region)’. Furthermore, it 

forecasts that by approximately 2030 the amount of Eastern markets in the Russian natural 

gas export should grow from 0 to 19–20%.  

In this area, the most important potential new partner for Russian resources is the 

People’s Republic of China, especially with fast increase of the its economy and rising 

energy demand (Feklyunina, 2008). In 2014, Russia and China signed a $400-billion gas 

supply contract, starting a new era of Chinese-Russian relations in energy area (Weitz, 
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2014). According to that agreement, construction of so-called Power of Siberia (POS) 

pipeline is going to start in 2018 and it will deliver 38 billion cubic meters of gas per year 

to the Chinese market. This contract is the biggest in the history of Gazprom, as 

predetermined period equals 30 years and over 1 trillion cubic meters of gas will be sold 

(Gazprom, 2014). Additionally, in 2015 Gazprom and China National Petroleum 

Corporation signed a further deal about starting the ‘Western Route’, which is aimed to 

deliver gas from Western Siberia to China’s Xinjiang region (Henderson, 2014).  

Moreover, as was stated in EurAsia Daily (2016) Gazprom plans to manage gas 

supplies globally and, if necessary, redirect flows from Europe to Asia. Russian President 

Vladimir Putin confirmed this information at the meeting with investors of the Far Eastern 

Federal District, he mentioned that ‘Gazprom has plans to connect West Siberian fields 

and Russian gas transportation system with the system that is currently developing in the 

Far East’. This is connected with the desire of Gazprom to expand its sales market for 

export. Besides, if some difficulties arise in Europe, Russia will easily switch the flows to 

the East and supply European gas to Asia in the near future (EurAsia Daily, 2016). 

Based on previous information, the EU seems to be less sensitive side in these 

relations, especially after agenda of diversification expanded to different levels. Despite of 

the fact, that last year Gazprom supplied to Europe 159 billion cubic meters, and at the 

same time China provides for an annual gas export of about $100 billion, Asian energy 

deals are only at initial stage of its development. Final agreement might take years to 

negotiate, and there is a lot of criticism regarding Russian diversification efforts towards 

the Asia-Pacific region. One of them is that discussions about the Asian project between 

the parts have been going on since the mid-1990s, and yet a final agreement has been 
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reached only few years ago (O’Sullivan, 2014).  

5.7 Possible Solutions 

European Union and Russia believe that future interdependence will be 

asymmetrical, factor that may have caused dependence does not to work so far efficiently. 

The policies adopted cannot reduce one country's dependence without causing an increase 

on the other side's (Leonard, Popescu, & European Council on Foreign Relations, 2007). 

Consequently, a serious security predicament has evolved in which neither team can 

advance their safety concerns without compromising the other side's security. This 

situation creates a hole in the commonly held idea concerning the Pacific consequences of 

interdependence and proves that relationship can increase safety tensions more so when 

concentrated in one area and falls below the mark of complex interdependence. 

Energy security, as a vital part of national security and a major concern for all 

countries. It is logical to postulate that as much as EU is dependent on Russia for its energy 

imports, Russia is also highly reliant on the revenue generated from exporting natural gas 

to the EU. Russia has failed to expand its economy, despite the recovery that it has 

witnessed over the last 13 years since its economy collapsed in 1999 (Van Der Meulen, 

2009). Its federal budget is highly dependent on revenue generated from energy exports, 

but the government has failed to establish a demanding security for these exports, with 

Gazprom, partly a government-owned company, which is being used as an international 

diplomatic tool to either punish or reward European countries for their compliance with 

Russian policies. The failure to expand its economy and the failure of its energy sector to 

broaden its consumer base has resulted in the Russian government overly relying on its 

energy exports (Medvedev, 2008).  
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 EU member states have failed to unite in vital areas such as common energy policy 

over the last decade and as such, the Russian government has been able to circumvent EU 

structures and deal with individual EU countries thus creating dominance in the energy 

sector. However, since the Ukrainian gas crisis, that revealed the inherent the EU 

vulnerabilities, different member states have been willing to cooperate more closely in 

giving priority to EU goals. Not every EU member is in support of a common EU energy 

market, but this fundamental willingness to work between EU members has been more 

than enough to challenge Russia's dominance e of the EU energy sector market. 

Russia, during negotiations, exhibits a notoriously uncompromising situation with a 

focus entirely bent on individual results. Features of such a hardline stance include 

blocking alternatives and hard statements of concerns. An exquisite example would be the 

2014/2015 winter gas package that saw the European Commission facilitated negotiations 

between Ukraine and Russia, last 7 rounds, resulting in the 4.6 billion Euros winter 

package and secured gas supplies for the EU and Ukraine (Monaghan, & Montanaro-

Jankovski, 2006, p.9). Also, Russian propaganda had it that there would be a European 

Market crash through what it called the ‘Ukrainian problem’. This propaganda targeted at 

the Ukraine gas supply to Europe started in August 2014. Russia was able to realize several 

goals. For one, the agreement stated that Russia would only supply Ukraine with gas upon 

prepayments. Secondly, Gazprom bullied Ukraine in fully paying its 3.1 billion dollars’ 

debt. IMF and the EC had to become Ukraine's guarantors, and finally, Ukraine's gas price 

remained at 385 $/cbm. 

Russia has a historical approach of creating conflicts with its partners and using the 

same conflicts as a diplomatic tool. This method has been detailed by James Sherr in a 
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book that plays out the $4 billion debt owed to Russia by Transnistria, a self-proclaimed 

Republic (Aalto, 2016, p.81). A similar stance was undertaken by Gazprom in dealing with 

the Eastern Ukraine’s separatist region whereby refusal by Ukraine to pay the region’s 

debts would implicitly assert Russia’s claims over this territory. 

Another tool that Russia engages in energy diplomacy is a political exchange. This 

might be Putin's preferred method of realizing his goals. The Ukrainian government, after 

the two-gas crisis of 2006 and 2009, was forced to agree to a significantly increased, albeit 

discounted, gas prices. Ukraine's economy requires cheap gas prices for better performance 

(Monaghan, & Montanaro-Jankovski, 2006). In 2010, Ukraine and Russia had signed a 

ten-year agreement that gave Ukraine a 30% gas price discount in return for the extension 

of the 25-year Sevastopol lease by the Russian Black Sea fleet. This is an excellent 

example of how Russia can engage its energy resources as a tool to achieve its foreign 

policy goals. 

In summation, EU faces a significant but not impossible challenge in its endeavors 

to diversify its gas imports away from Russia. Some of these difficulties mainly revolve 

around the uncertainties associated with the alternative sources of gas supply such as those 

from the Caspian region and the Middle East. To resolve these difficulties efficiently, EU 

will also have to rely on the political will of other countries notably China and the US. EU 

must also be able to voice actually its will, a role that the Special Envoy will effectively 

take up. Irrespective of the liberal theories that have been advanced, Russia and Europe's 

interdependence in the energy sector, has contributed to the increased security tensions 

between the two, a factor that has largely led to the formulation of foreign policies that 

have in one way or the other, contributed to the real friction with Ukraine.  
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6. MAIN FINDINGS  

This thesis was aimed to evaluate character and potential of gas relations between 

Russia and the EU under current circumstances. The 2014 Ukrainian crisis has radically 

changed political and strategic relationships between Russia and European states. This 

work’s primary focus was to analyse EU-Russian gas interdependence, which came to the 

conclusion that character of interdependence between them is asymmetrical. It means that 

both actors use this interdependence in order to increase their power. As both neorealist 

and neoliberal theories state, less vulnerable part has always the strongest position in this 

political power play.  

However, these relations are very complex due to several reasons, the EU consist of 

28 states, which present diverse interests. This diversity within among European MS is 

strengthening positions of Russia. Besides, absence of common foreign energy policy in 

the EU stresses the need of alternative suppliers and danger of dependence on one single 

supplier. Sensitivity and vulnerability of the EU increased after the enlargement of Central 

and Eastern states. European Union creates different possible solutions in order to secure 

its Members States, such as production growth in renewable energy or diversification of 

suppliers. 

All these facts are proving that these interdependence between Brussels and 

Moscow is asymmetrical as levels of dependency are different. As was mentioned before 

only in a very few cases interdependence can be symmetrical, when gains and losses are 

distributed equally. Usually interdependence brings unequal distribution of power between 
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actors, which gives better bargaining position to a less dependent state. The EU and Russia 

are both sensitive in case the other side does not keep its obligations. 

 However, European union seems to have lower sensitivity and vulnerability levels 

in terms of gas relations, but only if we perceive EU as a single actor and ignore its 

diversity.  Europe has a better position as it is able to import natural gas from different 

suppliers, including local ones. Russia also has a potential diversification possibility of 

making business with Asian partners, but these plans are only in process of materialization.  

Therefore, based on what has been summarized before Moscow and Brussels are 

moving towards possibility of decreasing mutual dependence and increasing its relative 

power. In line with this. If interdependence is not considered beneficial for both sides, it is 

pushing them apart and leading to the ‘negative interdependence’.  As was stated earlier, it 

is possible to shift from positive to negative interdependence, and both types of 

interdependency are visible in the policies of partners. Limiting of one side possibilities for 

partnership to grow and not having a constructed dialogue based on fair rules are signs of 

‘positive interdependence’. However, problems in building a sufficient dialogue might be 

the asymmetry of interdependence, because the dependent side create additional requests in 

order to reduce interdependence. 
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7. CONCLUSION   

Within the framework of the EU-Russia Energy Dialogue, one can mark an 

ideological vacuum in the field of establishing mutually beneficial relationships. Therefore, 

this platform no longer performs its basic function: maintaining an effective cooperation in 

the gas sphere between Russia and the EU. This fact demonstrates the need to strengthen 

mutual trust between Russia and the European Union which, in turn, can give a new 

impetus to bilateral cooperation in the framework of the Energy Dialogue. 

This leads once again to a conclusion of the inevitability of changing the paradigm 

of relations between Russia and the EU in the field of gas supply. They still remain 

important partners for each other in energy sector, and their relations are undergoing a 

series of changes and can transform to a qualitatively new state as time passes. European 

partners require transparency in the functioning of energy companies, fair rules, 

competition, clear principles of pricing, and fair prices.  

This applies even to the most important EU supplier, the Russian Federation, which 

has been forced to implement price concessions to their customers in the realization of the 

inevitability of the current situation. The times when the supplier was able to dictate the 

conditions are being left in the past. Instead, there comes another era, in which buyer has a 

large number of suppliers and is able to choose the most suitable option. The European gas 

market is becoming more competitive, which forces providers to contest. Consequently, 

the revision of export contracts may ultimately be the first step in changing Russia's energy 

strategy for the European Union. 
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However, despite the changing external and internal environment of cooperation 

between Russia and the European Union in the field of gas supply, it would be too risky to 

claim that Europe will completely abandon Russia as a partner in the long run. It is in the 

interests of the EU to reduce its dependence on Russian supplies in order to improve the 

energy security through the diversification of suppliers and the development of alternative 

energy sources and energy efficiency rather than remove Russia from the EU energy 

market completely. In spite of the mutual claims against each other voiced by both parties, 

Russia and the European Union are aware of their mutual dependence on each other and 

the importance of maintaining a bilateral dialogue.       

  

Moreover, one should not forget that the relationship between the parties in the 

energy sector has been highly politicized in recent years and many of actions are often only 

symbolic or demonstrative. In fact, Russia has the largest natural gas reserves in the world 

and it is historically a natural supplier to Europe because of its proximity and 

infrastructure, which is focused on supply to the European direction. Therefore, for 

objective reasons, the degree of probability that Russia will continue to be one of the major 

suppliers to the EU and be a guarantor of its energy security in the short and medium term 

is high.  
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