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Project’ outline There is no doubt, that the access to naturaluress provides

additional advantages for the future country’ depatent. What is more, some group
of resources (such as natural gas) is not resolikeeany others — it can be classified
nowadays as a specific group, namely: the strateges. Consequently, a country
which holds sufficient reserves of geostrategicoueses and has a possibility to
develop them can pretend to play an influentiaé riol the geopolitical field. Gas

prices, the trade conditions have become signifiganfluenced by political desires

and aspirations and it seems that every countrpgrézes these rules of the

geopolitical game.

One of the arguments of the current work is thenaehkedgment that Russia is
playing such a role in Europe and doing all thesgms to maintain this order in the
future. On the one hand, the country has the ippedition” to it by the fact of its
geographical location. According to the data awdéfa by the end of the year 2008,
the largest share of the world natural gas ressuretonged to the Russian Federation
(23,4 % of total). Besides this, major trade movetsdy pipeline to Europe were
from Russia. On the other hand, Russia is intedest¢he “return” to it the status of
superpower, which was lost by the country afterdisentegration of the USSR. In my
opinion, the gas geopolitics in Europe is seen ly Russian Federation as the
possibility to gain this status back through thatesn of pipelines, being almost

monopolistic gas supplier in the region. So, Rudsia to it geographical position and

! “Bp Statistical Review of World Energy. June 2008titish PetroleumGlobal, 11 Mar. 2010
<http://www.bp.com/liveassets/bp_internet/globatfdptdalbp _uk english/reports_and_publications/sta
tistical_energy_review 2008/STAGING/local_asset®@@ownloads/statistical_review_of world_en
ergy_full_report_2009.pdf>.
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its ambitious claims became an actor which impdsdib ignore in the geopolitical
game.

Another one argument of the thesis to look at is fdct that Russian aspirations
became in geopolitical opposition with intereststhé European Union and the
United States. Both the US and the EU for the wbfié reasons seek to decline
European dependency from the Russian gas. On thehand, faced up with the
irregularity of gas supply, the EU is trying to drgify gas streams. On the other hand,
recognizing the importance of the Eurasian regiorthe geopolitics and declaring
interest in a “free circulation of hydrocarbons™mArica is trying to keep its current

leading position by preventing Europe from the Rars&imperial” ambitions.

It became clear, that Eurasia (as well as it parttill the object of interest of a
number of geopolitical actors. The main featur¢hef current situation that arms race
has been replaced by ‘pipelines race”: issues walr pipelines (“Nord Stream”,

“South Stream” and “Nabucco”) will be analyzed #sps of gas geopolitics in the

region.

The supposed structure of the thesis

» Abstract

* Contents

» List of abbreviations

e List of tables/figures

* Introduction

e Literature (source) review

* Research methods

» Theoretical considerations [the neorealist appro&dues of the defensive
realism and the energy security]

* Natural gas markets [description of the internatlpiEuropean, Russian gas
markets, as well as gas markets of Turkmenistamdaedoaijan]

» Competeting pipelines [issues concerning “Nord &tre “South Stream”,
“Nabucco” projects]

» Conclusion

e Summary abstract
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» Bibliography

The intended methodology of the thesis

| am going to implement a combination of the follogwmethods:

Firstly, it is thecase study metho@ccompanied with the event analysis) which will
help with providing a wide range of information attie theoretical explanation
concerning plans/aims of the pipelines construgtion

Secondly, data analyzing methodvhich is useful for evaluating of descriptive
statistical data (about the natural gas resertegroduction, consumption etc) and
for presenting additional points to the argumefthe thesis;

Finally, it is themethod of comparative analysiwhich on the basis of the results
received after the previous methods applying walphto produce a better perspective

for the studied issues.
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Introduction

INTRODUCTION

Energy issues are of growing interesthe modern world. Ever since the
Industrial Revolution, energy and the need to sedsrsupply have been fundamental
to any position of power in the wofldif we turn our eyes upon the last century, we
will find out that the problem of energy securitem® burning questions during the
World War Il, when a number of states have suffel@in the lack of energy
resources. Later, the 1973 oil crisis and the k¥dmqg War, on the one hand, have
emphasized the growing energy dependence of Eumpe, on the other hand,
become the crucial moments for including problerherergy security in agendas of
individual European statésAfterwards, the Persian Gulf War, the Iraq Whe Gas
Disputes between the Russian Federation and BetarddUkraine have intensified
the feeling that the current age can be recogrésethe era of “hydrocarbon man”.
The era, which is characterized by the strikinghpasite interests of energy owing
and/or producing countries and energy consumings.oBesides this, there is a
distinct aspiration of some countries with suffitienergy reserves to use them as
weapons in promoting state’s geopolitical interegts the same time, despite the
rising role of energy in influencing state’s natbrsecurity, regime development,
domestic and international politics, it is kndthat the professional journals in
political science and international relations hae¢ paid the sufficient attention to
publishing research on these topics; themes, whiate been examined in this
respect, have been mostly devoted to researchetantpact of oil. In contrast, this
work will be devoted to the analysis of the relasibip between politics and natural
gas originated from the Russian Federation (thetcpuwhich is supposed to be one

of the most influential actors on the energy souneekets).

2 James R. Schlesinger. “Forewor&hergy and Security. Toward a New Foreign Poliaat®gy.Ed.
Jan H. Kalicki and David L. Goldwin (Washington, O.: Woodrow Wilson Center Press, Baltimore;
Johns Hopkins University Press, 2005) xiii.

® Sarka Waisova. “Uvodem. Energetickd Besmest v Evropském Prostoru: Smsny Stav a
Stredredobé Perspektivy” [Introduction. Energy Security in thHeuropean Space: Contemporary
Situation and Medium — Term Perspectivesjropska Energeticka Bezfpest [European Energy
Security] Ed. Sarka Waisova (PlzeAles Cergk, 2008) 9.

“ Brenda ShaffefEnergy PoliticSPhiladelphia: University of Pennsylvania Pres)®018.
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Introduction

While analyzing relationship between podi and energy it is important to
notice that specific role of natural gas in inflagyg the politics. There are a few
important characteristic featufesf natural gas. First of all, there is a directkli
between gas producers and consumers, which isefctiged for the producer’s state
policy implementation. Secondly, it is the fact tthatural gas in not a fungible
commodity in comparison with oil. Taking into cotisration the information that the
former is the world’s fastest growing energy sourghich (if current trend remain
the same) will become the leading global energyclit is logical to suppose that
natural gas could be able to play much more sicgfi role in politics in the nearest
future.

The aim of the first part of this workts analyze which principles and ideas
have influenced the foreign and security polici€she Russian Federation, what is
supposed to be the state’s national interests aowkisy problems, how Russia sees
itself in the world affairs and global energy sypphich steps the country is going
to undertake in the future for its strategic insgsepromoting, and - what is more
important in the framework of this study - whichapé will take energy resources
(namely, natural gas) in the Russian geopolitisgirations. In order to answer these
questions, in the first chapter of the thesis | @anning to develop my hypothesis
that the contemporary Russia understand the néatipower in its neo(realist)
meaning (including sphere of energy sector) antltti@state is going to exploit the
link between energy resources possessions andattienal security and foreign
policy’ tasks in the future.

The goal of the second part of the thessto evaluate the reasonableness of the
desire of the Russian authorities to use the depwrydof other countries and/or
regions from the Russian natural gas reserveddatiategy’s implementations. For
this reason Chapter 2 will be dedicated to theyamabf the international natural gas
markets, as well as to markets of the European rJaind the Russian Federation.
This situation will be examined on the base ofdtatistics concerning the volumes of
proved natural gas reserves, amounts of naturapgaduced, consumed, exported
and imported. Here | would also like to notice,tteaen though trade movements of
liquefied natural gas (hereafter, LNG) in the y2808 were significant in volumes

® Shaffer, 10, 13. Throughout the extent of theentrchapter and until the further notice | am qupti
piece of information available at the monograph tio@ed in this reference.
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Introduction

(587,26 billion cubic metefs and it is expected that the world LNG demand will
increase on 2,6 times in the year 2020 (in comparigith the data at the end 2005)
in the framework of the current study will be arzadg the trade movements of gas by
pipeline only. Additionally, taking into considei@b the plan about the construction
of the rival to the Russia Nabucco pipeline, ndtgas markets of Azerbaijan and
Turkmenistaf (which are supposed to supply this pipeline wils)gwill be analyzed.
Furthermore, steps of the Russian Federation tohréang — term gas purchase
agreements with Turkmenistan and Azerbaijan foatong the additional problems
for Nabucco project realization and providing otlaelvantages for Russia in the
foreign policy implementation will be presented. vsll as this, the investigation of
the complicated contemporary gas relationships éetwthe Russian Federation and
the European Union and the forecast of their dewetnt in the future will be
provided.

The primary object of the third chaptdrtioe thesis is to examine how the
Russian Federation is going to respond on the bEw@pean fear to be dependent
from natural gas disputes between Russia and trarstates and on the want of the
European Union to diversify natural gas supply veses and their routes. In the
framework of this part of the thesis case studfeth® two new natural gas pipelines
projects (Nord Stream and South Stream) promotedRbgsia will be analyzed.

Besides the basic projects’ characteristics | aanuhg to investigate and outline

® “BP Statistical Review of World Energy. June 2008titish Petroleum Global 10 May 2010
<http://www.bp.com/liveassets/bp_internet/globatfdptdalbp _uk english/reports_and_publications/sta
tistical_energy_review 2008/STAGING/local_asset®@@ownloads/statistical_review_of world_en
ergy_full_report_2009.pdf>.

" “The Outlook for Global Trade in Liquefied Natur@as Projections to the Year 2020rhe
California Energy Commission 15 Aug. 2007, 10 May 2010
<http://www.energy.ca.gov/2007publications/CEC-ZWB7-017/CEC-200-2007-017.PDF>.

8 According to the information available about thebNcco gas pipeline project (“Markets and Sources
for Nabucco”, Nabucco Gas Pipeline Project 05 May 2010 <http://www.nabucco-
pipeline.com/company/markets-sources-for-nabuccdets-sources-for-nabucco.html>), natural gas
from Azerbaijan, Kazakhstan and Turkmenistan (amothgr countries) are considered to be sources
for this pipeline. Natural gas markets of Azerbaignd Turkmenistan | have chosen for the analysis
mainly for two reasons. First of all, these cowdrshould be located in the different, but close to
Russia regions (in order to examine the relatigshietween these countries and the Russian
Federation). Similarly, Azerbaijan was chosen ae ttountry from the Caspian Sea region,
Turkmenistan - from the Central Asian region. Seltpnwhile deciding between Turkmenistan and
Kazakhstan (as countries, situated in the sam@mggi have tended to the former as the state with
much more sufficient natural gas reserves and, ezprently, the better possibility to compete with
Russia in this respect (proved natural gas resetvesd 2008 in Turkmenistan constituted 7,94drill
cubic metres, while in Kazakhstan — 1,82 trilliasbic meters only — data available at: “BP Statigtic
Review of World Energy. June 2009".British Petroleum Global 10 May 2010
<http://www.bp.com/liveassets/bp_internet/globatfdptdalbp _uk english/reports_and_publications/sta
tistical_energy_review 2008/STAGING/local_asset®@@ownloads/statistical_review_of world_en
ergy_full_report_2009.pdf>).
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declared and true geopolitics goals of the RusBateration connected with the new
pipelines’ construction. Moreover, in this chaptewill show the principles of
“dividing” politics of Russia in this respect, nalytethe relationship with which
European states the Russian Federation is deffomigself as priority and the claims
of which of them could be ignored to some extertdifionally, | will analyze which
economic and political risks associated with thenoh@nt position of Russia on the
European natural gas markets the European stagegya@ng to overcome and,
correspondingly, which moves the Russian Federasomndertaken in order to
promote its strategic interests. Finally, the paesdevelopment of event connected

with the new natural gas pipeline construction wilbe examined.
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Literature Review

LITERATURE REVIEW

In order to develop a theoretical and conceptuahéworks of my study, as
well as to obtain answers to the research questiotismed in the introduction of the
thesis | have chosen a number of resources, wtaohbe grouped as primary and
secondary ones. The primary sources include statigiovernment documents, and
results of research studies, proceedings of camfer@r meetings, and interviews
with political leaders and other participants oéets, important in the framework of
the current study. The group of secondary souroasists of analysis, interpretations
and reviews of sources defined as primary ones.

First of all, for providing a theoretidahckground to the thesis | am planning to
explain why | consider realism and neorealism ¢$tmal realism) to be the prevalent
conceptions in the contemporary international retest Selected pieces of literature
by the prominent researchers and authors of th@r@edism theory (such as Hans J.
Morgentau, Nicholas J. Spykman, Kenneth N. Waltppé&tt Jervis and John J.
Mearsheimer) will help me to identify issues (whichelieve to have the permanent
and never — ending actuality), related to the mols of national interests promoting,
state’ security, power politics and the views oa sitable amounts of power needed
in order to ensure the state’ survival in condéiaf international politics. In addition
to this, for confirmation of my idea that the retit and neorealistic principles have
been reflected in the foreign and security poli@ésRussia, | am planning to pay
attention to the analysis of the following lawsfance, namely: “The Foreign Policy
Concept of the Russian Federation” and “The Styatédhe National Security of the
Russian Federation until the Year 2020”". Persondllthink that scrutiny of such
documents is helpful in identifying state’s strate@riorities and interests, and
instruments (means), which the state is going ® fos the pursuing its policies.
Besides this, the investigation of the Russian gawent publications mentioned
above is irreplaceable for understanding, thatRhssian Federation sees its energy
resources possessions as the effective lever éofotleign policy promoting and as a
tool for security goal implementation and, whaitriere, it was assigned and justified

by law.
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Secondly, for the developing of the cqioal framework of the thesis, | am
going with the help of statistical data to inveateythe situation on the natural gas
markets of the world, as well as of these of theropean Union, Russia,
Turkmenistan and Azerbaijan by the end of the ye@®8. Additionally, | am
planning to determine the level of dependency efEbropean Union’ countries from
the natural gas export in the whole and from thediun natural gas in particular.
Similarly, the evaluation of the position of the $Rian Federation on the global
natural gas market and the forecast the possiblelagment of the relationships
between the Russian Federation on the one handthenHuropean Union, and for
another hand will be presented. In order to futfiése tasks | am planning to use the
data available from the statistical reviews prodidy the number of sources: British
Petroleum, the European Commission’s Directoratéseneral for Energy and
Transport, Eni S. p. A. and many others. | reatlzat all the data can have some
extent of reliability problem, at the same timee timformation from the British
Petroleum web page | am going to use in the ovdmihg majority of cases. The
first reason for choosing British Petroleum as ittein statistical source is that it is
widely recognized as the most authoritative anihloéd. Another one reason to resort
to the British Petroleum’ statistics (even in thescription of the Russian natural gas
market) is the necessity of data comparability. Tdw that the Russian gas company
Gazprom uses another one standard for the gas/eesie evaluating, which takes
into account only the possibility of natural gasrégence” in deposits, while
international standards evaluate also the econefféctiveness from the reserves’
extraction, makes impossible to compare data redeiom the different sources

Thirdly, analysis of opinions of Sandraaliiete and Loyola de Palacio
(politicians, who were engaged in work on energgués on the European
Commission’s agenda), review of official documeotshe European Union and the
Russian Federation (The Energy Strategy of Rugsid 2020 and The 2006 Green
Paper — A European Strategy for Sustainable, Catiyeetand Secure Energy),
accompanied with the results of researches proviethe analytics and experts of
Europe’s and Inogate Energy Portals, RIA Novost ather sources are helpful in
the forecasting the future relationships betweessRuand the European Union as a

° The difference between these two methods in geerves’ evaluation between the methods can be
seen in the section “Reserves” at the Gazprom'’s page: “Gas ResourcesGazprom 05 May 2010
<http://www.gazprom.com/production/reserves/>.
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gas consumer and Turkmenistan and Azerbaijan a®x@asrters and possible gas
delivers to the rival Nabucco pipeline.

Afterwards, the next part of the thesil e devoted to the investigation of
objects, which Russia is pursuing or declaringeiach by the promoting of the Nord
Stream and South Stream pipelines, which steps amtions have been already
undertaken toward the attaining these goals and th@wRussian gas geopolitics
intensions are received and evaluated by the transiates, member — states of the
European Union and the United States. In orderrtwda complete picture and
benefit from the examination of arguments presefr@a owing — and/or producing
— countries and consuming — countries perspecthas, going to appeal not only to
the official information available on the web pag#sthe President and Prime —
Minister of the Russian Federation and companiespansible for pipelines’
construction, but also to the actual reviews by itltependent Russian and foreign
media sources, such as Radiostantsija Echo Moskvg, International Oil & Gas
Newspaper, Interfax, RIA Novosti, The Economist,BBlews and others. | believe
that such selection of sources will help to invgstie the issues which deal with new
gas pipeline construction from different points wéw (the Russian — logically
positive and western ones — understandably wafchhd provide the base for their
critical evaluation. Besides this, the monographg review of a number of scholars
and researcher (such as Brenda Shaffer, EdwardslLuGaegory R. Copley)
supplemented with materials of the studies by tbet€r for Strategic & International
Studies, Lander — Analysen, Institute of InternadiloRelations and Political Science
of Vilnius University, East European Gas Analysidl assist me in the realization of
my aim, namely: to carry out facts — based andkcatistudy of the geopolitics of gas

transportation in contemporary Russia.
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RESEARCH METHODOLOGY

In order to research the chosen fieldstody, this work will make use of a
combination of the following methods, namely: dataalyzing method, method of
comparative analysis and the case study methaahylpoint of view, these methods
will be useful in identifying the key research issy bringing together strands of
argumentation, providing base for investigatingagleevaluating the results of study,
and, after all, they are indispensable for the mgkrogress in a field.

To begin witlthe data analyzing methaahich is absolutely irreplaceable in
discovering cause — and — effect relationships éetwthe energy resources
possessions (in our case — natural gas reserveliferent countries and/or group of
countries and their place in the world global egengarket. Answering to this
purpose of the thesis, the analyzing data will beuged so that to identify the
situation on the international gas market, as waelbn gas markets of the European
Union, the Russian Federation, Azerbaijan and &gk (the reason for choosing this
very regions has been already presented in thedunttion to the thesis). First of all,
each of the examined regions will be evaluated with help of statistics presenting
the volumes of proved natural gas reserves. Fumiber, the analysis will be
supplemented by the indicators of amounts of nagas produced and consumed and
volumes and directions of exported and imported igagrder to determine the
advantages and disadvantages of every single regitbiis respect. In addition to the
data presented, a number of graphs and chartdevillsed in order to introduce the
descriptive statistics in a visible, clear and ustidable way. On balance, all the
forms of data analysis which | am going to applyhie thesis will be implemented not
only for the providing an overall picture of the nebglobal energy market but also
will be organized so that useful information carelx&racted from it.

Similarly, the previous described methad present a sufficient base for the
implementation othe method of comparative analysithe comparison, correlation
and contrast that will be made across the staistlata under analysis will help to
evaluate the natural gas producing, importing an@iporting potentials of the

European Union, Turkmenistan, Azerbaijan and theskun Federation. Moreover, it
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will show up clearly the reason for the visibleeaf Russia on the world energy
market, to determine the extent of dependency efBtiropean Union from natural
gas import in the whole and from import of natigas from the Russian Federation in
particular (five groups of dependency will be prasd). What is more, in my point of
view, it will provide the additional (expressedfigures) grounds for understanding
the reasonableness of the Russian authorities dothes dependence of European
countries from the Russian natural gas for itsi§prepolicy implementing and the
strengthening its power. In order to make the aislgpnd subsequent conclusions
more reliable and well — founded, | find logicaltycompare and summarize not only
the statistics available at the end of the yeaB200t also the data for the period from
1994 to 2008 in order to clarify tendencies anchdseof national and/or regional
natural gas markets’ development.

Additionally, in order to complete thengirical part of my thesisthe case
study methodaccompanied with the event analysis) will be uddaklieve that this
method will be indispensable for providing a widage of information and analysis
concerning the intention of the Russian Federatmrput into practice the Nord
Stream and the South Stream natural gas pipelmjeqts as consecutive steps of the
Russian gas geopolitics in the European region. mbthod allows focusing on the
basic project’s characteristics and, what is marpartant, on the preceding events,
which “force” Russia to work out the issues of flipeline constructions and on the
declared and real aims, which the state is pursoingetending to reach. Moreover,
this method is really useful in investigating thays of project’s implementation and
promoting, for analyzing the means of competitiompoyed by Russia towards the
rival project and states — competitors and undedstg why the actions of Russia
toward its goals remain successful (at least,atithe of the thesis’ writing) . Besides
this, in the framework of the case study methodnl glanning to determine and
forecast the possible development and consequeridég projects’ realization (for
instance, how the plans of Russia will influence riélationships with the transit —
countries, and some member — states of the Eurdpeiam).

As limitations of the data analyzing nwthand method of comparative
analysis | would like mention the fact that theg ABased (in the majority of cases) on
the statistics from the only resource though veayndus and respected: British
Petroleum. The considerable degree of the subjsetiof conclusions provided can

be assumed - to a certain extent - as the limiabb the case study method.
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CHAPTER 1.
REALISM AND NEOREALISM AS THE GUIDANCE IN THE
MODERN INTERNATIONAL RELATIONS.

My main research questions will be préseénn the chapters 2 and 3. In order
to make them more clear and understandable | Motk the current part of the
thesis to the brief description of realism and rabsm as the prevalent conceptions
of the contemporary international relations and way in which it influences the
modern foreign policy of the Russian Federatiorrdatter, the RF). Taking into the
account the fact that the realistic theory is adbgh one, | am going to concentrate
on the issues which are related to the problemsatibnal interests, security, and

power politics only.
1.1 Realism and Neorealism in Theary

Realists describe the international sysés an anarchy which shows itself in
the absence of the common government (centraégomhich enforce norms for all.
As a result of it, the interaction of the statesvésy chaotic. Besides this, realists
believe that the very existence of the state ieddent on the punctual and efficient
following of its interests, which can be defined the geographical conditions,
egoistical human nature, traditions etc. In the ditions of anarchy the most
important problem for the state is to determinechtforeign policy will answer better
to its national interests. According to Hans J. dfmtau, “the main signpost that
helps political realism to find its way through tla@dscape of international politics is
the concept of interest defined in terms of poert’ogically, that the state tends to
obtain the maximum of power, which helps it to a&lei security: than more power
the state has than more secure it “feels” in thitmns of anarchy.

It is obvious that national interestgddferent states opposite each other. Thus,

interstate conflicts and even wars become domiggpirocess on the international

% Hans J. Morgenthatolitics Among Nations: the Struggle for Power d&ehce(Boston: McGraw -
Hill, 1993) 5.
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politics. Facing up with the regular threat of tieional interests, the state is always
anxious about its security and trying to protecwith the help of strategy and
diplomacy, both of which are based on power. Comsetly, the phenomenon of
power is seen by the realists as the base and#iefforeign policy for every state.

Moreover, each state, on the one handtasested in the consolidation and the
expansion of its power and opportunities. For amoltand, each state is trying not to
allow the situation when the power of its rivalceads its own in such an extent that
it becomes dangerous for the state’ security. Tlhesn be said that states are looking
for a balance of power (a system, which helps &rtahe predominance of any state
in this system). As Nicholas J. Spykman put it: €Tihuth of the matter is that states
are interested only in balance which is their faot an equilibrium, but a generous
margin is their objective. [...] The balance desiie the one which neutralizes other
states, leaving the home state free to be the idgdidrce and the deciding voice”

It is widely accepted fact that realismaswthe dominating theory in
international relations in 1940 — 1970s. Not swipgly, because realists’ main ideas
about the interaction and rivalry of the statesthat international scene reflected
realities of the World War 1l and the Cold War. @bas in world (and especially in
Europe) which were influenced by trade development- operation and integration
processes led to the situation when it became haodexplain the existing world
order in the framework of classical realism. As tesult of the demand of time,
realism has started to change and by the end ofLl#1®s neorealism (structural
realismt?) was formed.

Neorealism also operates with the powategory, however does not
concentrate on the military aspect only (as realtbes). As Kenneth N. Waltz
mentioned: “The economic, military, and other caliigds of nations cannot be

sectored and separately weighed. [...] Their [sjat@nk depends on how they score

1 Nicholas J. Spykman, “America’s Strategy in WoRldlitics: the United States and the Balance of
Power”, Knihy Google, 25 Mar. 2010,
<http://books.google.cz/books?id=rslwxKfuHwIC&lpgRP&ots=id3alTDbgG&dg=spykman%20am
erica's%20strategy%20in%20world%20politics&pg=PREBhepage&g=~&f=false>.

12 Kenneth N. Waltz (one of the founders of strudtuealism) believes that although it is necessary t
study separate states (actors) in order to undetstee essence of international relations, at #mes
time, it is impossible to explain the system okmmational relations basing only on characteristics
these separate actors or even groups of actors.d&bisive and determinative significance in the
international relations plays the system of intéomal relations itself, itstructure It is precisely the
structure, which predetermines the distributioropportunities and potential between the statese (Th
definition of the structural realism was taken frdvh M. LebedevaMirovaja Politika: Uchebnik dlja
VUZov [International Politics: the Textbook for Higr Schools](Moskva: Aspect Press, 2007) 33;
Italics mine).
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on all of the following items: size of population andritry, resource endowment,
economic capability, military strength, politicahbility and competencé® On the
whole, the combination of “items” is seen by staesthe resources for gaining and
increasing power in order to protect their own stalvand security. Obviously, that
the state with the greater power gains more adgastand interested in the protection
of the current international situation. According WaltZ* there are four such
benefits which greater power provides for its pesees. To begin with the wider
margins of safety in comparison with the less postate and the opportunity to
choose the game to play and rules to keep. Secondhelps with the means of
ensuring one’s autonomy for the withstanding agdmse that others have. Thirdly,
greater power allows the bigger scope of actionlevleéaving the results of it

uncertain. Finally, it provides a considerable stéér the power “owner” and the
ability to take firm action for its sake.

Waltz also emphasizes the exceptionalreatfinternational anarchy’: there
is a clear division between structures of domestid international systems. While
domestic system is seen as centralized and hiécartie international one is
described as anarchic and decentralized. Therefloeeinternational system (in the
absence of centralized authorities or ultimate itutsdns which can enforce
international laws) is characterized by the lackrast between states which in the
(classical/neo) — realist paradigm is known asegtisity dilemma?®®.

Explaining the problems which decisioomakers, acting in the international
system, have to solve in order to protect theiergdts, safety and power, Robert
Jerwig’ stressed that the security dilemma is the only afinthree problems which

influences state’ foreign policy. To begin with tlready mentioned security

13 Kenneth N. WaltzTheory of International PoliticéBoston: McGraw-Hill, 1979) 131.

“Waltz, 194 — 195.

' Waltz, 88. Italics mine.

'8 The security dilemma can be defined as a strategiblem in relation between states and other
actors, which consists of two levels, subdividedwa related lemmas, which make decision — makers
to choose between them. While the first (basickllesonsists of dilemma of interpretation of the
capabilities, motives of others, the second (dérkiga level consists of a dilemma of response wiéch
about the choosing the most rational and suitalalg tw react. For the detailed explanation see BPaul
Williams (ed.), “Security Studies: an Introduction”Knihy Google 26 Mar. 2010,
<http://books.google.cz/books?id=YVYhFYbELB8C&pg=PH &Ipg=PA141&dg=security+dilemma
+definition&source=bl&ots=ApzW8_h27y&sig=j11lcBK2COY AnSIYm1liBoaK8j4&hl=cs&ei=jLW
vS83bNMfcsAbD-
dylDg&sa=X&oi=book_result&ct=result&resnum=9&ved=BGQ6AEWCA#v=0nepage&qg=security
%20dilemma%20definition&f=false>.

" Robert Jervis. “Cooperation under the Securityefiina”. International Politic: Anarchy, Force,
Political Economy, and Decision — Makingd. Robert J. Art and Robert Jervis (Boston: &jtBrown
and Company, 1985) 87 — 88.
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dilemma, which is explained as the means which wsethe state for increasing its
own security and for decreasing the security ofeotactors (this situation would
definitely disturb them). After, it is the poterdr of the dissatisfaction in the current
balance of power by the other states (it is hargdap who would be leaders of
neighbor states (as well as of the most poweratestin the world) in the future and
how they could change their mind about the forggticy’ priorities and whether
their new foreign policy would have aggressive wed). Lastly, it is a problem as a
result of some possible solution. In order to pbteemselves, states seek to control
resources or land which are outside their ownttewri(so called “ideological buffer
zones”) and this could alarm others.

After the defining the meaning of powadadts advantages for neorealists, as
well as what they consider to be the main probléanghe decision — makers to settle
while acting in the international (anarchical) gysf | think it will be logical to pay
attention to the ways of solving such a difficudtend protecting actor’s power.

Although neorealists agree with the stemiet that actors have to operate in the
self — help world being uncertain about intentiohsthers states, and that every actor
seeks to ensure its own survival, there is a sobatalisagreement among them about
how much power for a state is enough. Accordingh® views on the suitable
“volume” of power needed and actions towards itssgssing, there are defensive and
offensive branches of neorealism can be distingufsh

Being the representative of offensivdisea John J. Mearsheimer, on the one
hand, points out that power states should alwaysdieng to gain as much power as
possible in order to become hegemony, becausesgda as the best opportunity to
survive and to be secure. Besides this, Mershelekeves that moving toward this
aim states should do everything possible and shooigtantly looking for ways to
get advantages over each otfier

For another hand, the defensive realesiriéth N. Waltz affirms that whereas
the main aim of the great powers is to increase geeurity, they need to undertake
actions towards the decreasing of other statesirggonly in cases when the risk of

bringing down its own is insignificant. It can ba&id, that states are trying to maintain

8 The division of realism on “defensive” and “offére’ was proposed by professor John J.
Mearsheimer.

9 John J. Mearsheimer, “Structural RealisnBtudijni Informani Systém 26 Mar. 2010
<https://is.cuni.cz/eng/studium/predmety/index.ptipf1253b3aa0303e74ad8b30d5f6e36095&tid=&d
0=down&did=3390>.
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the existing balance of power instead of destroying-urthermore, Waltz speaks
about an appropriate amount of power: states shaég the carefulness and do not
try to attain the excessive “amount” of power.dfree state becomes too powerful, the
coalition against it will appear and, as the redhis state could become less secure
than it was befor@.

The examples of offensive policies of &rnpl Germany, Nazi Germany, the
Soviet Union (at the times of the Cold War) whicleres pretending to become
hegemonic power, have shown that these statesallfteeere not successful in their
expansionists aspirations, and that the aggressioot the right way to make the state
secure. | believe that nowadays great powers (@nduthe RF) are tending to employ
the defensive realism principles of neorealism,clwvtprovide moderate strategies for

the national security ensuring.

1.2. (Neo)realism in Practice. The Russian Foreignd Security Policy.

Analyzing laws in force of the Russianv@mment concerning foreign policy
and national security, one may noticed that Rusgexates there with the categories
of (neo)realism. For instance, there is an affiramaat The Foreign Policy Concept of
the Russian Federation (hereafter, the Concept)Rhbasia starts to play from the
beginning of the current century “the increasea fol] in international affairs” and
has “greater responsibility for global developmemtsd related possibilities to
participate in the implementation of the internaib agenda, as well as in its
development™. It definitely means that Russia sees itself @asemt powerwith “a
full - fledged role in global affairs”. Not surphigly, that the country is planning to
materialize the policy as the great power in therft one of the declared country’s
aims is preserving and strengthening strong postio the world community that
best reflects the interests of Russia “as one fitiential centers in the modern

world”.

2 p. A. Tsygankov,Mezhdunarodnyje Otnoshenija: Teorii, Konflikty, Ehénija, Organizatsii
[International Relations: Theories, Conflicts, Maowents, OrganizationgMoskva: Al'fa - M: INFRA

- M, 2008) 55.

L The Foreign Policy Concept of the Russian Federdapproved by D. Medvedev, President of the
Russian Federation on ".»f April 2008], The Ministry of Foreign Affairs of the Russian Fedien,

12 Jul. 2008, 27 Mar. 2010 <http://www.mid.ru/ns-
osndoc.nsf/0e9272befa34209743256¢630042d1aa/c€f©5884ca5¢c32574960036cddb?OpenDocum
ent>. From this moment and until the further nofftt@oughout extent of the current chapter) | am
quoting the document mentioned in this reference.
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Among the common for all states challenged threats to settle (such as
international terrorism, regional conflicts, sprezdveapons of mass destruction, as
well as a number of ecological, social, economid security issues), the Conception
points out on the necessity for the RF (as for great power) to overcome some
special problem, namely: *“continued political andyghological policy of
“containing” Russia”. In my opinion, the existenokthe last problem can be easily
explained from the (neo)realistic point of view. odeding to the Russian foreign
policy — makers, the country is located in the epter of thestruggle for powemand
being influential actor in the sphere of internatbrelations, the RF faces up with the
negative reaction of the “historic West”, whichimserested in the preservation of its
monopoly in global processes. There is no doulit Rwessia is going to stand up its
reviving international influence which is seen Bs tneans for it®ational interests
promoting. Understanding the national power in eabist meaning, the RF proclaims
its desire to promote “foreign economic interestd provision of political, economic,
information and cultural influence abroad”. Whaimsre, the decision — makers also
declares that the country is going to use all tralable economic and financial tools
of the state in order to realize its interests.

It is absolutely clear, that the RF ia foreign policy acts according to the
defensive realism principle3he first point in favor of this statement is ttHRussia
consistently calls for diminished role of the foraetor in international relations”.
Another one argument to put forward is the factt thee RF is intending to
commensurate the use of military, political, ecommrfinancial and other instruments
with the real value of foreign policy tasks. Fiyalthe state tends to organize its
relationship with NATO in a way of averting a dangé increasing one’s security at
the expense of security of the RF. Thus, such detd&s can be recognized as the
intensions of Russia to solve tlecurity dilemmaproblem and to decrease the
possibleoutcomes of the dissatisfaction in the current beéaof powelby the other
states.

When discussing the foreign policy of Blasit is much more interesting to
determine how exactly (by which means) the RF isi\g@do pursue this policy.
According to the Concept, the state is going toeumtake some economic levers.
Trying, on the one hand, to overcome the resourdmsed dependence of the
economy, for another hand, Russia is declaring tait®ueadiness to use all available

economic instruments andsourcedor protecting her national interest3o achieve
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this goal, the state will continue to increase puotential of the fuel and energy
industries to support its reputation as a respémgbrtner, and, at the same time, to
facilitate development of own economy. Moreovee RF reserves for itself rights
for creating “favorable conditions for diversifyingussia’s presence in the world
markets”, for taking trade policy measures in ofdeprotect and promote interests of
the country, and for active implementing the pa$isds of regional economic and
financial organizations in “the corresponding re@din order to secure interests of
the RF. The last one measure can be classifiedh astention to create mentioned
aboveideological buffer zoneim the CIS spacé, which Russia traditionally includes
in its “sphere of influence”. On the whole, it isvaous that the RF is going to use her
natural resources as one of the most influentigere in the foreign policy
implementation.

According to The Strategy of the NatioSacurity of the Russian Federation
until the Year 2028 (hereafter, the Security Strategy), Russian aittesunderstand
that in the conditions of uneven distribution otural resources between countries,
the issues of energy resources possession willnuanto be the object of the close
attention in the international sphere. In this aiton Russia (as the largest energy
producer and exporter) sees as one of the mairs tabkhe state security the
protection of the country from the following risked threats, namely: the lost of
control over national resources, the aggravatiorthef energetic source state, the
deficit of the country’s fuel and energetic souremsl the discrimination against the
RF. From this point of view, energy sources poseads seen by Russia not only as
the effective lever for the foreign policy promdairbut also as the tool for security
goals realization when great powers implement ag&tassia policy of constraining.

Finally 1 would like to restate my opini@bout unconditional and undisguised
embodiment of realists’ power category by Russial@iding sphere of energy sector).
A convincing example of this is article by Sergeivtov** (the Minister of Foreign

22 At present the CIS unites: Azerbaijan, ArmenialaBes, Kazakhstan, Kyrgyzstan, Moldova, Russia,
Tajikistan, Turkmenistan, Ukraine, and Uzbekistan.

2% Strategija Natsional’noj Bezopasnosti Rosijskopi@mtsii do 2020 goda [The National Security
Strategy of the Russian Federation until 2020] {appd by D. Medvedev — President of the RF, 12
May, 2009],Ministerstvo Inostrannyh Del Rossijskoj Federaf$iie Ministry of Foreign Affairs]12
May 2009, 27 Mar. 2010 <http://www.mid.ru/ns-
osndoc.nsf/0e9272befa34209743256c630042d1aa/8aldd2626¢c32575b500320ae4?0OpenDocu
ment>.

4 Sergei Lavrov, “Containing Russia: Back to theufe®”, Russia in Global Affairsl8 Nov. 2007, 27
Mar. 2010 <http://eng.globalaffairs.ru/numbers/2W7.html>.
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Affairs of the RF from the year 2004), where hetestathat “energy is viewed in
Russia as a strategic industry” and “it would lghtito say that we view our role in
global energy supply as a means for ensuring aeigo — policy independence”. As
well as this, S. Lavrov bluntly answers on theicgi of Russia by the other states
for her visible role in the global energy sectorccérding to him, it is just “a
manifestation of complexes from countries that cameconcile themselves to their
dependence on external sources of energy’” and thesetries are definitely

“unhappy about a strong Russia”.
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CHAPTER 2.
NATURAL GASMARKETS.

The first chapter has showed the obvibok between energy resources
possessions and national security and foreign yoficthe contemporary Russia.
What is more, the desire of the Russian authoritesxploit this dependence in the
future is beyond all manner of doubt. For this ogathe current chapter will provide
analysis of the reasonableness of such aspiratoregards to natural gas resources
as one of the major sources of global energy. If#irhe chapter will provide the
general description of the international and theogRean Union (hereafter, the EU)
natural gas markets in respect of proved gas resgeris production, consumption,
and main export — import movements. Additionallipe tanalysis of the EU’s
dependency from natural gas import (including thfafrom the RF) will be offered.
After, the information concerning the present amaife of Russia’s natural gas export
trends will be presented. Taking into consideratios fact that suppliers of the rival
Nabucco pipeline will be Turkmenistan and Azerbaijthe third part of the chapter
will focus on the natural gas producing and expgrfpotentials of these countries.

2.1. International Natural Gas Market.

According to the data available (see Fegul, 2) the world proved natural gas
reserves at end 2008 constituted 185,02 trilliobicmeters. The most considerable
reserves were concentrated in Middle East regidh it8 75,91 trillion cubic meters
(hereafter, tcm) or 41,0 per cents from total neserEuropean and Eurasian common
reserves were fixed almost at the same level, nar6@,89 tcm and 34,0 per cents
respectively. At the same time, the stockpiles sfaA Pacific and African regions
formed 15,39 tcm (8,3 per cents) and 14,65 tcm (&P cents) correspondingly.
Natural gas stocks of North America and South aedti@l America did not exceeded

5,0 per cents each. As British Petroleum rep6tietle main gas fields “owners” in

% “Natural Gas. Proved Reserves”British Petroleum Global, 01 Apr. 2010,

<http://www.bp.com/liveassets/bp_internet/globatfdptdalbp _uk english/reports_and_publications/sta
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the Middle East region were Iran (29,61 tcm or 1p€d cents from total world
reserves) and Qatar (25,46 tcm or 13,8 per cems)im European and Eurasian
region — the RF (43,3 tcm or 23,4 per cents).

Total amount of the produced natural ga@se to 3.065,60 billion cubic meters
(hereafter, bcm) by the end of 2008 year. Lead@eainral gas producing was the RF
with 601,70 bcm of gas produced which formed 1%6 gents of total production.
The second position was held by the United Staiés tveir 582,20 bcm (19,3 per
cents) (see Table 1). Among other producers witheroo less visible shares in global
production can be mentioned Canada, Iran, Norwdgerfa, Saudi Arabia, Qatar,
China, Indonesia, the United Kingdom, and the Ntégine$®.

The main consumers in the year 2008 weeUnited States and Russia with
22,0 per cents and 13,9 per cents of total worltsemption respectively (see Table
2). Other considerable consumers in the same yeae Wan, Canada, the United
Kingdom, Japan, Germany, China, Saudi Arabia, lsadg Mexicé’. On the whole,
3.018,70 bem of natural gas were consumed in 008

The most substantial export movements ha year 2008 were from the
European and Eurasian region: 349,94 bcm of nagaal were exported and this
constituted 59,6 per cents of total world exporNot surprisingly, that the main
exporters in the mentioned region were the RF W&#,41 bcm, Norway with 92,78
bcm and the Netherlands with 55,00 bcm (the comstare of these states in the
total world export accounted for 51,46 per centge( Table 3 and Figure 3).
Principal importers in the European and Eurasiagors in the same year were
Germany (87,10 bcm of imported natural gas), I{@k,31 bcm), France (36,66 bcm),
the United Kingdom (35,42 bcm), and Turkey (32,3@e Table 4 and Figure 4).

tistical_energy_review_2008/STAGING/local_asset8@@ownloads/gas_table_of proved_natural_g
as_reserves_2009.pdf>.

% Here | have listed countries with individual stear® less than 2,2 per cents in total natural gas
production at end 2008. Countries were mentionedhe decreasing order of their shares. These
countries in sum produced 29,8 per cents of taainal gas production in 2008 (for more information
see Table 1).

%" Countries, enumerated in this paragraph in theedsing order of their shares, had no less than 2,2
per cents in global gas consumption in 2008. Thabioned consumption of these countries accounted
for 26,2 per cents of total world consumption (fieore information see Table 2).

%8 “Natural Gas Consumption Table — Billion Cubic M, British Petroleum Globalp1 Apr. 2010,
<http://www.bp.com/liveassets/bp_internet/globatihpbalbp_uk_english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset8@@ownloads/gas_table_of natural_gas_cons
umption_billion_cubic_metres_2009.pdf>.

%9 “Natural Gas Trade Movements Table — by Pipelir@fitish Petroleum Globalp2 Apr. 2010
<http://www.bp.com/liveassets/bp_internet/globatfdptdalbp _uk english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset8@@ownloads/gas_table_of natural _gas_trade
_movements_by pipeline_2009.pdf>; own calculations.
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Another one perceptible region activelyalved in export — import operations
of natural gas was North America. According to Brigish Petroleum repofit, 130,59
bcm (or 22,2 per cents of total) were exportedhia tegion. The main natural gas
movements in 2008 were between Canada and thedJgitges: Canada delivered to
the US 103,20 bcm of natural gas.

On balance, it can be seen that Rus®éaalits considerable reserves of natural
gas held one of the leading positions in world retgas production, consumption,

and in export and import operations.
2.2. The Gas Market of the European Unfon

In this part of the thesis | would like provide more detailed overview of the
gas market of the EU by the end of the year 2008 r@sult of its development in the
last fifteen years.

According to the British Petroleum stétisl review?, the EU posed
insignificant natural gas reserves: only 2,87 tami 6 per cents of the world proven
reserves at end 2008. What is more, these reseesesdeclining steadily: from 4,21
tcm to 2,87 tcm between 1999 and 2008 (see Figui@imilarly, this trend continued
in natural gas production in the region: there wasntinuous decrease on 37,10 bcm
in total from the year 2004 (227,40 bcm) till thesay 2008 (190,30 bcm). The share of
the EU in the global natural gas production in 2888ounted at 6,2 per cents oily

$Natural Gas Section”,  British Petroleum Global 02 Apr. 2010
<http://www.bp.com/liveassets/bp_internet/globatidpbalbp_uk_english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset82@ownloads/natural_gas_section_2009.pdf>
; own calculations.

%! The EU nowadays consists of the 27 member cosntAestria, Belgium, Bulgaria, Cyprus, the
Czech Republic, Denmark, Estonia, Finland, Fra@egmany, Greece, Hungary, Ireland, Italy, Latvia,
Lithuania, Luxembourg, Malta, the Netherlands, Rd|aPortugal, Romania, Slovakia, Slovenia, Spain,
Sweden, and the United Kingdom. It is widely knowhat the European gas market cannot be
classified as a common or monolithic: each of 2fonal gas markets has its distinctive featuresti{su
as the shares of natural gas consumed or impott¢dBesides this, all these gas markets are rather
independent politically- the EU does not have the common energy marketrational markets are
ruled by the national governments). Despite thestsf in the framework of this work | suggest to
analyse the EU as a unit, bugaographicalone (in order to evaluate the significance andoirtgmce

of the energy “capacity” of this part of the Eurapecontinent, as well as the problems and
perspectives of the EU’s energy security).

%2 “Bp Statistical Review of World Energy. June 2008titish Petroleum Global 02 Apr. 2010
http://www.bp.com/liveassets/bp_internet/globalliqdglbp_uk_english/reports_and_publications/stati
stical_energy_review_2008/STAGING/local_assets/20@%vnloads/statistical_review_of world_ener
gy_full_report_2009.pdf>.

% Own calculation according to the data presentékaile 4 and Figure 6.

31



Chapter 2. Natural Gas Markets

The main producers of the EU region (by the en@(f8) were the Netherlands, and
the United Kingdom (see Table 1).

On the other hand, if we accept the Elthasone unit, than it can be classified
as the second largest consumer of natural gasiwdhld, with 16,2 per cents of the
world’s total gas consumption in 2008 The consumption rose dramatically from
401,40 bcm in 1997 to reach 490,10 in 2008 (sear€i@). The principal consumers
of natural gas in the region (by the end of 2008jenGermany, Italy and the United
Kingdom (see Table 2). It is also important to oetithat the portion of natural gas
consumption in the EU’s total energy consumptioih, f@atural gas, nuclear, coal,
renewables) has rocketed sharply over the laseterades and it is supposed to
continue its ris&.

According to the data mentioned above,(d@8 the EU consumed almost on 2,6
times more than produced. The same distinction éetvwproducing and consumption
can be seen from the Figure 8, which presentsfdatidie period between 1994 and
2008. This exceeded consumption was the resutteosignificant amounts of import.
Only in 2008 the EU imported 351,74 bcm of natgas® that accounted for 59,9 per
cents of total gas imports. Thus, the EU (as a woitld be classified as the biggest
importer in the world. It is known, that the bulk matural gas exporters to the EU
(and which are locatedutsidethe EU itself) are the RF, Norway and Algeria. It
would appear from the statistiésthat in 2008 Algeria exported 23,34 bcm (6,64 per
cents in total natural gas export to the EU), Noraalivered 92,69 bcm (26,35 per
cents), and Russia supplied 124,92 bcm (35,51 @etsk These three countries in
common exported 68,5 per cents of natural gas @¢oEtd. What is more, as some

researchers predicted, “on current trends, gas nimdérom the RF, Norway and

3 «BP Statistical Review of World Energy. June 2008titish Petroleum Global 02 Apr. 2010
<http://www.bp.com/liveassets/bp_internet/globatfdptdalbp _uk english/reports_and_publications/sta
tistical_energy_review 2008/STAGING/local_asset®@@ownloads/statistical_review_of world_en
ergy_full_report_2009.pdf>.

% Shaffer, 130.

% “Bp Statistical Review of World Energy. June 2008titish Petroleum Global 02 Apr. 2010
<http://www.bp.com/liveassets/bp_internet/globatidpbalbp_uk_english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset82@ownloads/statistical_review_of world_en
ergy_full_report_2009.pdf>.

3" “Natural Gas Trade Movements Table — by Pipelir@fitish Petroleum Globalp2 Apr. 2010
<http://www.bp.com/liveassets/bp_internet/globatfdptdalbp _uk english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset8@@ownloads/gas_table_of natural _gas_trade
_movements_by pipeline_2009.pdf>; own calculations.
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Algeria] would increase to 80,0 per cents overrbgt 25 years®. Besides this, the
share of the natural gas imported from Russia enttial gas consumption of the
whole EU can also be mentioned as significant acdounted for 25,49 per cents.
Similarly, Russia is the most important externgddier of the EU.

Analyzing the obvious importance of thgorted gas for the EU, it would be
interesting to determine which countries of the BWd to which extent were
dependent from import, including the Russian imgdmatural gas (by pipeline) in
the year 2006. According to the statistics, prodithy the European Commission’s
Directorate — General for Energy and Transpoand Eni S. p. A (an ltalian
multinational gas and oil compari$) all member — states of the EU | suggest to
divide into five groups on the base of the levettdir dependence from natural gas
import in the whole and from import of natural gaem Russia specifically:
independent states, countries with less dependeancyal, high and full dependency.
Thus, following six countries can be classifiedragependent: Cyprus, Malta — due to
the absence of natural gas import; the United Komgd- due to the insignificant
dependency rate (10,0 per cents only); the Netheésla- because of stocks of natural
gas and, finally, Denmark — owing to the absencenglort and sufficient stocks of
gas. Romania can be placed into the group of legerdlent countries (30,0 per
cents), Poland — to the group of highly depend&tes. Other member — states of the
EU were absolutely dependent from natural gas impo2006 (dependency rates
varied from 70,0 to 100,0 per cents). Concernimg dependency on natural gas
imported from Russia in the same year, almostfhath 27 countries of the EU could
be recognized as highly dependent (Austria, theciC&epublic, Poland, Hungary
and Romania) and as fully dependent (Bulgaria, ritatd._ithuania, Latvia, Finland,
Greece and Slovakia). Despite the fact of the cmmable natural gas consuming
capacity, France and Italy could be classified aantries less dependent from
Russian natural gas and Germany — as a country matmal/middle dependency

thanks to their diverse natural gas deliveries ffimre information see Tables 5a and

% “The 2006 Green Paper — A European Strategy fetafable, Competitive and Secure Energy”,
European Commission. Energy 05 Apr. 2010 <http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:201)5:FIN:EN:PDF>.

%9 42008 - The Second Strategic Energy Review. Eusoj@urrent and Future Energy Position.
Demand - Resources - InvestmentsEuropean Commission. Energy05 Apr. 2010
<http://ec.europa.eu/energy/strategies/2008/do&200 ser2/strategic_energy_review_wd_future_po
sitionl1.pdf>.

4" “International Trade by Pipeline 2006”",Eni s. P. a. 05 Apr. 2010,
<http://www.eni.com/wogr_2008/xIs/en/gas/commeiga®_exp_asiacentrale.xls>.
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5b). On the whole, the European Union is dependmh Russian natural gas
import*! and this situation, aggravated by the number eémedisturbances in natural
gas supply because of conflicts between the RRJkndine (as a transit country), has
forced the member — states to think about the plessisk of supply failure in the
future. As a result of it, securing of European rggesupply takes an important
position in the EU’s agenda. In order to achievie goal, The 2006 Green Paffer
offers, for instance, to diversify suppliers, tnaog routes and transport mechanisms.
Secondly, the organization of reliable partnershygsween suppliers, transit and
consumer countries is supposed to decline theafigke energy dependency. Then,
the improving of conditions for European companseseking access to global
resources as well as the provision of natural gasrves are believed to decrease the
supply failures. Additionally, the putting a newnamon policy into practice (with the
common opinion on the energy questions) is sugddsteelp a lot in energy security
providing. In my point of view, the embodiment dietlast proposal could face up
with some impediments. For example, the elaborabioa common policy towards
main energy suppliers (such as Russia) could bearoentroversial issue, which
would affect “gas relationships” in the future. Thest thing to consider while
discussing potential difficulties is the normal ide®f each member — state to provide
cheap natural gas resources for its own needsthieodecision — makers would be
hard to explain their compatriots why they haveutwertake some unprofitable or
unfavorable measures in order to help some othenlbree— state. The second point |
would like to make is the possibility of a disagremt between member — states
about the attitude towards Russia as one of tmeipal exporters of natural gas to the
EU. One illustration of this is the modest opiniwfi_oyola de Palacitf, who, on the
one hand, mentioned the necessity of the diveasifin of supply resources and their
routes, and for another hand, she did not seelag problem the dependency from
external resources. As the main argument L. de cRalstated the mutual

“! The EU’s dependency from the Russian natural gasually determined by import volumes of gas.
Moreover, the fact that Gazprom exports gas to@eand Western Europe mainly under long - term
(up to 25 years) can be also considered as théi@uali possibility to subordinate the Europeanestat
to the Russian gas geopolitics. (information abony — term contract system available at: “Europe”,
Gazprom 18 Apr., 2010 <http://www.gazprom.com/marketingfge).

2 The 2006 Green Paper — A European Strategy foratbable, Competitive and Secure Energy”,
European Commission. Energy 05 Apr. 2010 http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 205:FIN:EN:PDF>.

43 A Spanish politician, who was Foreign MinisterSyfain and a member of the European Commission
as a commissioner for energy and transport.
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interdependence between suppliers and consumeegwfl gas. “Not only is Europe
dependent on gas supplies from non — EU produtensthe producing countries
depend also very much on the revenues gained thrgag exports®. In contrast,
there is a negative opinion of Sandra Kalrfietasho is not expected Russia to be a
reliable partner, which is not going to negotiaithvihe EU on equal terms. Although
S. Kalniete in her articfé supposed the RF to be the ambivalent country séRuis
not an enemy at the gates, but neither is it adrief the united Europe”, | would say
that she looked at the foreign policy of the RFoaghe real threat for the EU. True,
Russia uses and is planning to employ in the futsrenergy resources as the means
in foreign policy implementing, but it does not mdhat the RF is going to act in this
point at any price and what it would lead to tigedpolitical fragility of the region
[of Eastern Europe]’. Describing the problems oé tBU’s energy security, S.
Kalniete has not mentioned only Russia as a catiseeoEastern Europe countries
uncertainty and the exclusion. According to hemuanber of politicians from Eastern
Europe were stung by the bilateral relations améegents concerning new pipelines
construction between the RF and the EU’s largeshiti@s - and this situation was
quite emotionally defined by Radostaw Sikorski (felish Foreign Minister) as “a
new version of the 1939 Molotov — Ribbentrop Pabicl divided Europe into the
spheres of influence of two major powers”. Consetjyat can be said, that until the
different “camps” of the EU’ countries with the f@ifing views about the possible
extent of energy dependency would not come to treneon solution (coordinated
energy policy), Russia would be relatively freeinmplementing its foreign policy

with the help of energy means.

 Loyola de Palacio. “Reforming Gas MarkeEnergy and Security. Toward a New Foreign Policy
Strategy.Ed. Jan H. Kalicki and David L. Goldwyn (WashingtdD.C.: Woodrow Wilson Center
Press, Baltimore; Johns Hopkins University pre6952 187.

5 A Latvian politician, who was Foreign Minister bétvia, a Special Adviser to EU Commissioner for
Energy; she is a current member of the EuropediaPRent.

6 Sandra Kalniete, “Russia at the Gates: the AmbivaNeighbour” SpringerLink 14 Nov. 2009, 05
Apr. 2010 <http://lwww.springerlink.com.ezproxy.isr.cz/content/f6g4k00213154563/fulltext.pdf>.
From this moment and hereafter to the end of papygrl am quoting the article mentioned in this
reference.
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2.3. Russian Natural Gas Market.

By the end 2008Russia held the largest proved natural gas resewas the
leader in natural gas producing, had the secormpraconsuming, and the first place
in exporting — due to all these facts the RF canlassified as a major member of the
world natural gas market. Additionally, accordimgthe data availablé Russia also
owns two thirds of the largest natural gas fielih (majority of them are located in
Western Siberia). It is also have been repdtietat in period between 2005 — 2008
seven new hydrocarbon fields were discovered, 2@®slts were found in the fields
discovered earlier. Besides this, considerablerabgas fields are believed to exist in
Eastern Siberia and under the Barents Sea.

Owing to its advantages, such as alrexgjored reserves (Figure 9), sufficient
export volumes of natural gas (Figure 10), its gaphical and geopolitical position,
Russia has the unique opportunity to export natgasl in different directions to the
CIS, the EU, and other countrigFigure 11). Since the 2.2 section of the current
chapter already contains the information concerttiegmain importers of the Russian
natural gas in the EU, here | would like to mentither important consumers. It can
be seen from the statistics availdhlehat Turkey, Ukraine and Belarus received the
biggest volumes of Russian natural gas in 20080(®456,00 and 21,00 bcm
respectively). Besides this, according to The Epestrategy of Russia until 2020
(hereafter, the Energy Stratedfy) Russia in planning to consolidate its future

47 “BP Statistical Review of World Energy. June 2008titish Petroleum Global 02 Apr. 2010
<http://www.bp.com/liveassets/bp_internet/globatihpbalbp_uk_english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset82@ownloads/statistical_review_of world_en
ergy_full_report_2009.pdf>.

“8 E. O. Ndefo, et al, “Russia: a Critical Evaluatiohits Natural Gas Reserve€nergy Tribune13
Feb. 2007, 10 Apr. 2010 <http://www.energytribunenéarticles.cfm?aid=379>. These gas fields are:
“Urengoy” (the 2° largest; 7,78 tcm), “Yamburg”, “Orenburg”, “Shtolami’ (39— 5" ; 5,66 tcm each),
“zapolyarnoye” (7", 4,25 tcm), “Bovanenko” (8 3,54 tcm) and “Medvezh'e” {8 2,83 tcm).

49 “Reserves”, Gazprom in Questions and Answers 10 Apr. 2010
<http://eng.gazpromquestions.ru/?id=8#c301>.

¥ Russian gas was supplied to 31 countries insidecatside the FSU in 2008. More information on:
“Gazprom on Foreign Markets”,Gazprom in Questions and Answerd0 Apr. 2010
<http://feng.gazpromquestions.ru/index.php?id=4>e TRSU countries are: Azerbaijan, Armenia,
Belarus, Estonia, Georgia, Kazakhstan, Kyrgyzstatyia, Lithuania, Moldova, Russia, Tajikistan,
Turkmenistan, Ukraine and Uzbekistan.

L “Gazprom on Foreign Markets”Gazprom in Questions and Answerd0 Apr. 2010
<http://eng.gazpromquestions.ru/index.php?id=4>.

°2 “Energeticheskaja Strategija Rossii na Period @202goda” [The Energy Strategy of Russia until
2020] [approved by the Government of the RussiadeFaion on 28 Aug., 2003Ministerstvo
Promyshlennosti i Torgovli Rossijskoj FederatsihgTMinistry of Industry and Trade of the Russian
Federation} 12 Apr. 2010 <http://www.minprom.gov.ru/docs/sd@1>. From this moment and until
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presence on the internal energy markets of othentdes. Another statement of the
Energy Strategy that “export of energy resourceagnsaining the key factor [...] for
the economic and political position developmentRafssia in the world” is just
another confirmation of the deep interconnectioasvben energy policy aims and
foreign and national security policies. These geaéssupposed to be reached by the
diversification of natural gas routes, increasetuna gas extraction and exporting.
First of all, according to the forecasts, the eotican of natural gas will be increased
on 7,0 — 12,0 per cents in 2010 and on 14,0 — g&Cents in 2020 (in comparison
with the level of 2002). Secondly, natural gas ekgosupposed to increase on almost
33,0 per cents in 2020 in comparison with the lefe2002. Thirdly, trying to attain
the higher level of economic and energetic secuthg development of northern,
eastern and southern export routes (with the faligwncrease of their shares) is
planned. Although the energetic markets of the &1i8 the EU area will remain the
main markets for the Russian gas in the coming 26 years, the rising demand on
gas in the Pacific regions is seen as a great tppty for diversifying natural gas
supply. China, India, Japan and Korea are suppimsbd the main partners of Russia
in this respect. According to the Energy Strateébg, forecasting need for natural gas
in these countries will increase up to 15,0 pertsém 2020 in comparison with the
level of 2002.

Another point to look at while analyziiussian natural gas market is the
dependency of the country on transit — countrigsti@® one hand, the neighborhood
with the natural gas consumers provides the samti opportunity for Russia to
reach its economic and political goals with thephafl gas pipelines; for another hand,
this very fact makes the RF vulnerable from thelationships with transit — states
(recent problems with Belarus and Ukraine are awimg facts of it). Such problems
make questionable the ensuring of the Russianigaliinterests in Europe and
strengthen pipeline issues as one of the main meanshe foreign policy
implementations. As it is stated in the Energy t8tg, “transit problems play an
important role. Due to this fact, Russia has allecessary prerequisites for transit to

provide the reliable energy supply, the effectixpat and the revenues from transit

the further notice (throughout extent of the curremapter) | am quoting the document mentioned in
this reference.
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operations®. In order to decline its dependency from the titgmeblems, the RF has

already undertaken a number of measures, among thdrsidizing energy exports to
neighboring states in order to receive control dkeir transit infrastructure, stopping
energy supplies to states which complicate transivements in order to attain

control over energy infrastructure in these coestriand commissioning expensive
alternative transit infrastructure. Russia’s inwestt decisions concerning the
constructions of new pipelines demonstrate that aed/ costly transport directions
are much more preferable for the RF than the seryiof already existing nets which

ran through Belarus, Ukraine, and the Baltic States

Another one point to consider while dssing natural gas market in Russia is
Gazprom — the one of the most important actorsargy politics not only in Russia
but also in the world. The company is specializimggeological exploration,
production, transportation, storage, processing andrketing of natural gas.
According to the information available at Gazprombsite®, the company possesses
the world’s largest natural gas reserves, with pej0 cents of the global gas
production, Gazprom Group is the leader among tbddg oil and gas companies.
Besides this, Gazprom owns the world’s largest tgassmission long - distance
system, which is capable to deliver natural gasalmsumers inside and outside the
state. Moreover, Gazprom held the leading posiaomong European companies
by market capitalization in 2008. The fact, tha¢ #tate owns a controlling stake in
Gazprom (50,0002 per cents) means that the compasyresponsibilities before
state, for instance: the obligation to pay expersesonstruction of new pipelines
Nord Stream and South Stream. These new expotinepeare intended to fulfill the
state program of natural gas routes diversificatiad the increase the energy (read
“economic”, “political”) security of the state.

In order to conclude with the role, whiGlazprom plays in the Russian foreign
policy and how Russia is going to use it, a fewirPsitquotes would be enough:
“Gazprom is a powerful political and economic leweéiinfluence over the rest of the
world” and “The gas pipeline system is the creatbthe Soviet Union. We intend to

retain state control over the gas transportatiatesy and over Gazprom. We will not

°3 “Energeticheskaja Strategija Rossii na Period @202goda” [The Energy Strategy of Russia until
2020] [approved by the Government of the RussiadeFadion on 28 Aug. 2003Ministerstvo
Promyshlennosti i Torgovli Rossijskoj FederatsihgTMinistry of Industry and Trade of the Russian
Federation} 12 Apr. 2010 <http://www.minprom.gov.ru/docs/stig1>.

> Shaffer, 124.

> “Gazprom Today”Gazprom12 Apr. 2010 <http://www.gazprom.com/about/today/>.
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divide Gazprom. And the European Commission shaaotchave any illusions. In the
gas sector, they will have to deal with the [Rusksate®.

2.4. Turkmen Natural Gas Market.

It is known, that gas production in tlaictry is carrying out in 149 gas fields:
139 of them are located in inland area, and 10orgathe coast of the Caspian Sea.
Additionally, more than 60 gas fields have beenlaga in the Eastern part of
Turkmenistan only in recent yeafsAccording to the statistical review of British
Petroleum®, proved reserves of natural gas in Turkmenistaenat 2008 accounted
for 7,94 tcm or 4,3 per cents of the global woddgarves (the fourth largest natural
gas reserves in the world). There was a dramatiease of the reserves (on 227,60
per cents) in the year 2008 in comparison withghevious year, when natural gas
stocks were fixed at the level of 2,43 tcm onlye(§égure 12). As media reportéd
such a sustainable increase of reserves was wddsihié survey of the British oil and
gas advisory firm Gaffney Cline & Associates, whicbnfirmed in 2008, that the
South Yolotan - Osman field in the eastern pawkmenistan contained between 4
and 14 tcm of gas in place. As a result, the cqurEceived the status of one of the
world's great hydrocarbon areas with the significanoducing and exporting
potential.

Natural gas production level in the coyrtetween 1994 and 2008 fluctuated
steeply: it dropped dramatically from 32,30 bcmil#94 to 12,00 bcm in 1998, then
rocketed to 42,50 bcm in 2000, and after there avggadual increase till the year

2008 when the production reached its peak of 66m tor the analyzing period (see

% Both quotes are from: Michael Fredholm, “Gazpramdirisis”, Defence Academy of the United
Kingdom 08 Nov. 2006, 12 Apr. 2010 <http://www.da.modagtleges/arag/document-
listings/russian/06%2848%29MF.pdf/view?searchterieeitom%20in%20crisis>. The fact, that the
state owns a controlling stake of shares of “Gazpns the additional confirmation of the state’ ates

to protect the state security from the loosing ¢batrol over national resources as it is statethé
Security Strategy (see chapter 1).

" Yoon Sung Hak, “Strategic Opportunities for Sokiirean Development of Energy Resources in
Central Asia’, The US - Korea Institute at SAISFeb. 2009, 06 Apr. 2010
<http://uskoreainstitute.org/bin/k/o/USKI_WP090X3»d

%8 “Bp Statistical Review of World Energy. June 2008titish Petroleum Global 06 Apr. 2010
<http://www.bp.com/liveassets/bp_internet/globatidpbalbp_uk_english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset82@ownloads/statistical_review_of world_en
ergy_full_report_2009.pdf>.

%9 Guy Chazan, “Turkmenistan Gas Field is One ofWhald’s Largest”, The Wall Street Journall6
Oct. 2008, 06 Apr. 2010 < http://online.wsj.comide/SB122409510811337137.html>.
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Figure 13). Besides this, Turkmen officials beligVethat the production level could
be doubled with the help of South lolotan — Osmaldf which, as supposed, could
produce about 70,00 bcm a year, roughly as mudheasvhole country produces at
the moment.

The consumption showed almost steadyfase¢he period between 1994 and
2008 (there was only one fact of its decline in3.897,80 bcm). The maximum level
of consumption was reached in 2007 and accounte®X80 bcm. The decline,
which occurred in the year 2008 can be recognizddsagnificant — it leveled off the
consumption on 10,9 per cents only (see Figurefigbre information).

What is more, existing export capacityn dae classified as considerable.
Although there was a difficult situation in 1997 1998, afterwards the export
conditions have become more favorable. The prodocstarted to exceed the
consumption in more visible way from 2000 (on 30k@0n) and this trend continued
to develop: the excess accounted for 47,10 bcrO08 2see Figure 13).

Nowadays Turkmenistan exports its gaRuesia, Ukraine and Ir&h As some
researchers belie%® Turkmenistan could have much more significant oep
directions, but the former President of Turkmems&aparmurat Niyazov refused in
the late 1990s to accept the proposal of the P$Gorbum, supported by Turkey and
the US, to build a pipeline, which would providesga Turkey and the EU. As a
result, being left without other options, the covrdtarted to sell gas to Gazprom but
substantially below Gazprom'’s gas sales to Europe.

On balance, Turkmenistan has a real dgptx change the geography of its
natural gas export and to sell gas to such regsriadia, Pakistan, and the EU due to
it big reserves. Moreover, official Turkmenistamdsiés total reserves exceed 20,0 tcm
- much more than data estimated by British Petrolen its annual statistical

review’®>. Besides this, as Russian Information Agency Novasported®,

% Olzhas Auyezov, “Turkmen Gas Reserves Audit totae in 2009”,Reuters 31 Oct. 2008, 06
Apr. 2010 <http://www.reuters.com/article/idUSLV 220081031 ?sp=true>.

1 “Turkmenistan Country Overview”Inogate Energy Portal 21 Jun. 2008, 06 Apr. 2010
<http://www.inogate.org/energy_themes/turkmenistapy of country-

overview/Turkmen_Country overview__General.doc/doad>.

62 Jan H. Kalicki and Jonathan Elkind. “Eurasian Bortation Future”Energy and Security. Toward
a New Foreign Policy StrategyeEd. Jan H. Kalicki and David L. Goldwyn (Washingto
D.C.: Woodrow Wilson Center Press, Baltimore; JoHopkins University press, 2005) 173.

® QOlzhas Auyezov, “Turkmen Gas Reserves Audit totoe in 2009”,Reuters 31 Oct. 2008, 06
Apr. 2010 <http://www.reuters.com/article/idUSLV 220081031 ?sp=true>.

64 “Gazovyj Eksport — Import v Mire. Spravka” [Workl'Gas Export and Import. The Information],
RIA Novosti16 Jan. 2009, 10 Apr. 2010 <http://www.rian.rg/gspravki/20090116/159364266.html>.
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Turkmenistan also supposed, that its natural gasréxvould accounted for 100,00
bcm in 2010, and by the year 2020 it would be iaseel to 140,00 bcm. Furthermore,
according to the same agency (RIA Novdstihe average price of Turkmen’s natural
gas in 2009 (340,0 US $ for 1.000,00 cubic metesas3 much more competitive in
comparison with the Russian (up to 500,0 US $ f®0Q,00 cubic meters) or the
Norwegian (700,0 US $ for 1.000,0 cubic meters)sorie my point of view, what
Turkmenistan is really needs in this situationdmder to compete successfully with
the RF on the international natural gas market)ams official confirmation of
independent researches concerning their gas stedkat is required in order to
convince these regions in the reality of such mtsjeand to negotiate effectively with
countries, interested in the diversification of urat gas import. However, the
Turkmenistan officials have already declared thaference to sell natural gas to
Russia (according to a long — term gas purchas&amt)) saying that “there will
always be enough Turkmen gas for RusSia”

2.5. Azerbaijani Natural Gas Market.

In comparison with Turkmenistan, Azerlaijnatural gas reserves are not so
big (1,2 tcm and 0,6 per cents from total resebyethe end of 2008) and due to this
indicator, the country was put on the™pglace in the list of natural gas reserves

“owners™®®

. There was a visible increase of reserves in 1§0® 1,24 tcm from 0,81
tcm in 1998, afterwards the changing for the pefrodh 1997 to 2008 was not very
important (see Figure 14). The reason of the resémise was the discovery of the
Shak Deniz field in 1999. It is known, that natugals deposits from this field are

supposed to be used for the Nabucco pipeline lfukiht. In addition to the existed

% Gazovyj Eksport — Import v Mire. Spravka” [World®as Export and Import. The InformatioRIA
Novostj 16 Jan. 2009, 10 Apr. 2010 <http://www.rian.r&/gspravki/20090116/159364266.html>.

% “Turkmen Leader Reassures Moscow on Natural Gapl$y RIA Novosti 16 Mar. 2010, 18 Apr.
2010 <http://en.rian.ru/russia/20100316/15821634M*

6 “Natural Gas. Proved Reserves”British Petroleum Global, 07 Apr. 2010,
<http://www.bp.com/liveassets/bp_internet/globatidpbalbp_uk_english/reports_and_publications/sta
tistical_energy_review_2008/STAGING/local_asset8@@ownloads/gas_table_of proved_natural_g
as_reserves_2009.pdf>.

8 “Electricity, Oil, Petrol & Gas Prices and Statist, Europe’s Energy Portal07 Apr. 2010
<http://energy.eu/#non-renewable>.
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gas stocks, the forecasted natural gas reservesupp®sed to reach level of 5,00 —
6,00 tcnf®.

Production of natural gas in the courdlightly fluctuated from 4,50 bcm to
6,10 bcm in interval between 1994 and 2006, anch 2007 the level of production
started to increase sharply (in 2007 it accounted®f80 bcm, in 2008 — 14,70 bcm)
(see Figure 15).

The level of domestic consumption starteddecrease from the year 1996
(11,40 bcm) till the year 2005 (5,20 bcm), but @fi@rds this trend reversed and
thanks to the exploitation of Shak Deniz the comstion stood at 7,50 — 7,70 bcm in
2006 - 2008 (see Figure 15).

Since the consumption of natural gas eded its domestic production,
Azerbaijan had to import gas between 1994 and 2@ Figure 15 for more
information). According to the States Statistican@nittee of Azerbaijan Repubfft
importers of that period were Turkmenistan, KazékhsUzbekistan and Russia: if
natural gas from the Central Asia has been cometitthe main share of imported gas
till the year 2005, for the last year of gas impayt(2006), share of the RF increased
to almost 74,0 per cents.

The reserves of Shak Deniz field havepéelto Azerbaijan to become a net
exporter of natural gas. The country exported Ho® of gas in 2008 (Figure 15).
Finally, Azerbaijani’'s growing natural gas exporapacities, cold relationship
between Russia and Azerbaijan since the collapsthefSoviet Unioff, and the
competitive price of Azerbaijani’s natural gas iongarison with the Russian dfe
have become the reasons of the country’s includiagthe supplier in Nabucco
project. Nonetheless, from January 2010 Russidestdo import natural gas from
Azerbaijan. As reportéd the contract has not specified the maximum vokimi

natural gas, which have to be imported to Russiather words, Russia is going to

89 “Azerbaijan Country Overview”,Inogate Energy Portal 18 Nov. 2008, 07 Apr. 2010

<http://www.inogate.org/energy_themes/azerbaijantceuntry-
overview/Az_Country_overview.doc/download>.

0 “Balances of Fuel — Energy and Material. NaturadsG The State Statistical Committee of
Azerbaijan Republicl0 Apr. 2010, < http://www.azstat.org/statinfddyece_fuel/en/012.shtml#s13>.

"> Mostly because of the Russian support of Armenida in the Nagorno — Karabakh problem.

2 Average price of Azerbaijani natural gas — 30Q)8 $ for 1.000, cubic meters — according to the
information available at: Gazovyj Eksport — Impeiitlire. Spravka” [World's Gas Export and Import.
The Information], RIA Novosti 16 Jan. 2009, 10 Apr. 2010
<http://www.rian.ru/gas_spravki/20090116/159364 ha6I>.

3 Olga Demidova, “Azerbaijan Vpervyje Nachal Pog&tviGaz v Rossiju” [Azerbaijan for the First
Time Has Started to Deliver Gas to RussiBleutsche Welle 11 Jan. 2010, 10 Apr. 2010
<http://www.dw-world.de/dw/article/0,,5108975,00ritt.
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buy as much gas as Azerbaijan is able to supplyatWwghmore, natural gas deliveries
had doubled and accounted for 3,00 million cubidemseper day from the"Sof
March 2010* So, this contract has created the additionaicdifies for the Nabucco
project realization and for the EU’s desire to déiy routs of natural gas import.

In conclusion, | would like once again point out on the considerable
interconnection and influence between energy psliind foreign policy: as another
illustration of this the new gas Azerbaijani — Rasseconomic partnership can be
mentioned. As analytics of the Journal of TurkisteaMy concludef, that the
signing of the Protocol [on the establishing of ldipatic relations] between
Azerbaijan and Turké§ on the 18 of October 2010 was perceived by Azerbaijan
that “Turkey was ignoring its brother’s interest¥he attentive eye will notice, that
few days later (on the T4of October 2010) the long — term contract on retgas
purchase and sale was signed between the RF amtdajjae. There is no doubt, that
this event would create the additional problemsNabucco project realization and
provide other advantages for Russia in its forgigicy implementations.

To sum up, the Russian leadership intbdd energy market is explained not
only because the sufficient natural gas reserves,atso due to its skilful gas
geopolitics. It is absolutely clear that the longerm contract system helps Russia to
gain an influence over consumers and suppliersatfral gas from other countries.
The fact that Gazprom is having exclusive right patural gas production,
transportation etc and that this situation is atyivsupported by the state — all this
provide to the RF additional advantages on gas ebafkhe analysis of another one

Russian gas tactics - “pipelines strategy” | wiktgent in the next chapter.

" “predsedatel’ Pravlenija “Gazprom”: “Postavki GazaAzerbaijana v Rossiju Uvelichilis’ v Dva
Raza” [Deputy Chairman of Gazprom’s Board of Dioest Gas Delivers from Azerbaijan to Russia
Have Been Doubled],Day.Az — Vse Novosti Azerbaijgn®9 Mar. 2010, 10 Apr. 2010
<http://www.day.az/news/oilgas/198658.html>.

'S Calga Tuna, “Azerbaijan Diversifies its Energy Bases”, The Journal of Turkish Weekly2 Feb.
2010, 10 Apr. 2010 <http://www.turkishweekly.netleg/2635/azerbaijan-diversifies-its-energy-
routes.html>.

® Turkey was the main supporter of Azerbaijan it Jesars (including the Nagorno — Karabakh issue).
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CHAPTER 3.
THE GEOPOLITICS OF GAS TRANSPORTATION IN
CONTEMPORARY RUSSIA.

3.1. The Struggle for Power: from Nuclear to “Pipek” Balance of Power.

Since the dissolution of the Soviet Union and tb#apse of the Cold War
system, the nuclear balance of power has lost atealty. The strategic arms
limitation talks between the US and the RF wasltegun the signing of the Strategic
Arms Reduction Treaty (hereafter, the START) on8tieof April 2010 in Prague by
Dmitry Medvedev and Barack Obama. According to 8IART'’, each part of it
shall reduce and limit its strategic offensive arfsw days later, Dmitry Medvedev
in the interview to the American ABC News TV — chahhas expressed his position
concerning the revival of the Cold War: “The ColdaWvas a boring thing. Nobody
gets better for it. Tremendous money is wasted.|@es get more difficult. We look
at each other as enemies. What is good in thagéhyrcase, | will do anything in my
power in order to stop another Cold War, with th® br any other country in the
world”’®, These events, beyond all manner of doubt, hamepasitive and optimistic
meaning: the leaders of the great powers have dondeplanning to do in the future
all the possible for the arms race ending. But dibagally mean that after the
destruction of the Cold War echo the struggle far influence in the world would
stop? Does it signify that the RF could freely ismpknt its foreign policy and no state
would desire to create obstacles to it? Not defipitin my point of view, the post —
Cold War international system also deals with tepiration of the states for the
power and influence, but the means which are engpldgr this purpose have become
different. | would say that in conditions when ttieeat of nuclear war has been
declined significantly, the sufficiency of naturedsources for a country’s future

development and security has become much more temgothan the military

" “Treaty between the Russian Federation and theéedrtates of America on Measures for the
Further Reduction and Limitation of Strategic Of&ae Arms”,President of Russj@8 Apr. 2010, 14
Apr. 2010 <http://eng.kremlin.ru/text/docs/2010228211.shtml>.

8 “Transcript: George Stephanopoulos Interviews RusBresident Dmitry MedvedevABCNews12
Apr. 2010, 14 Apr. 2010 <http://abcnews.go.com/Giascript-george-stephanopoulos-interviews-
russian-president-dmitry-medvedev/story?id=10348pEge=4>.
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potential increasing. Natural gas, together withith reserve’s volumes, the size of a
country’s export capacities over domestic needsthadbility to deliver this surplus
to its potential consumers can be classified astragegic resource, which helps its
owner to play an influential role on the geopoétidield. It has been already
discussed in the previous chapters, that the RFahasvious possibility and a clear
desire to employ this strategically important reseufor the implementing of its
foreign policy tasks. On the other hand, it ha® dsen pointed out earlier on the
EU’s understandable and logical aspirations forekesing its natural gas dependency
from Russia. It is absolutely clear that the USd@gmizing the importance of the
Eurasian continent in the geopolitics) is not goiagstand aside in this struggle for
power and influence. Indicating the inadmissibilitiythe Russian gas diplomacy for
the reason that it could create a fearful and Whstgeopolitical climate in Europe,
the US, on the one hand, are keeping up the idagheoEU’s natural gas supply
diversification, for another hand, are encouragding aspirations of Central Asian
states to deliver their gas to Europe, bypassingsiRu Besides this, as some
researchers thifk Europe’s dependency in Russian energy imports &lase
negatively resulted in the “corrosive effect” oartsatlantic cooperation between the
EU and the US (for instance, it is believed thathier NATO enlargement has been
stopped due to the strong energy ties of the RR thié wealthier Western European
states). One of the effects of the US’s activityr@spond to all the mentioned above
causes) has led to the active support of the Nabpgoeline project which was
intended to transport gas from the Central AsiathedCaspian Basin to the countries
of Central Europe. The fact, that the RF at theesaime is promoting other two
pipeline projects to the same region can helpeatifly the main feature of the current
power’ struggle in international politics, namelrms race has been replaced by
“pipelines race”. This “pipeline race” is not thirdbute of new Cold War, but (using
Medvedev's definitions) as in case with the “claabi Cold War tremendous money
will be wasted and some countries will look at eather as at enemies. And,

definitely, it will not be “a boring thing”.

" Keith C. Smith, “Russia — Europe Energy Relatidnsplications for U. S. Policy’CSIS, Center for
Strategic & International Studies 26 Feb. 2010, 16 Apr. 2010
<http://csis.org/files/publication/100228 _Smith_RiaguropeEnergy Web.pdf>.  Additionally, in
order to decrease the EU’s dependency from Russianarease the EU’s bargaining positions, the US
proposes to extend the using of LNG, shale and tgh.
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This chapter will present case studieswaf projected pipelines, namely: the
Nord Stream and the South Stream. Projects’ backgho as well as their
implications and realization will be analyzed fraas the steps of the Russian gas
geopolitics in the region. In other words, this liea will investigate if Russia is still

available to transfer its economic, resource, gaalgcal potentials in political.

3.2. The Nord Stream Pipeline Project.

3.2.1. Basic Project’s Characteristics.

The Nord Stream pipeline project is inted to deliver gas from the RF to the
suppliers in the EU. It is known, that the pipeling be build under the Baltic Sea
from Vyborg (a town in Leningrad district in therttovestern region of Russia) to the
place near Greifswald (a town in Mecklenburg - WestPomerania — that is the
northeastern part of Germany). The route of thelpip will go through exclusive
territorial zones and territorial waters of Rusggermany, Denmark, Sweden and
Finland (see Figure 16). It is planfiédthat natural gas delivered to Germany,
afterwards can be transported to the Belgium, tethétlands, France, Denmark, the
United Kingdom and, probably, to some other coestof the EU.

The resources for the projected pipeliecome from Yuzhno - Russkoye oil
and gas reserve, and Shtokman fields and the segppas capacity of the pipeline is
55,00 tcm per annuth

The importance of this project for bolie tRF andsomecountries of the EU
can be seen from the list of member — states aacklblders of Nord Stream AG (a
joint venture company, which was organized for piheject’s realization). To begin
with its obvious member - the RF, where the proyeas labeled as a “transnatiorfal”

one. Taking into the consideration the fact conicgrthe state — owned controlling

8 «“pipeline Route”, Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/pipeline-route.html>.

81 “Facts and Figures”Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/facts-figures.html>. | have already mené&d in the Chapter 2 that reserves of Shtokman
constitute 5,66 tcm of natural gas. The provedrieseof the Yuzhno — Russkoye field as of January 1
2007 were at 805.3 bcm of gas — the informationilalvke at: “Gazprom Starts Operations on the
“Yuzhno - Russkoye Field”,RIGZONE — News & Analysis26 Oct. 2007, 18 Apr. 2010
<http://www.rigzone.com/news/article.asp?a_id=524.09

82 «“Terminologicheskij Glossarij” [Technological Glesry], Prezident Rossii [President of Russiap
Apr. 2010 <http://www.kremlin.ru/terms/%D0%A1>.
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stake, not surprisingly that Gazprom represents Rkein Nord Stream project.
According to the information availafife the Russian gas monopolist holds a 51,0 per
cent stake, two German companies Wintershall HgldémbH (which is owned by
the world’s leading chemical corporation BASF SEYl &. ON AG (a power and gas
company) have 20,0 per cents of shares each;$h8,aper cents of shares belong to
a gas infrastructure company from the Netherlandg.NNederlandse Gasunidhus,
the RF and Germany can be recognized as the ntesested states with the mutual
interconnected plans concerning the “Nord Streaipélme project. The Gazprom
web page also add¥dthat Gazprom and GDF SUEZ (one of the leading ggner
suppliers from France) signed a Memorandum on iad@it supplies of Russian
natural gas and on the entry of GDF SUEZ into therdNStream project. The
Memorandum presumes that GDF SUEZ will receive axestof 9,0 per cent in the
capital of Nord Stream AG.

According to plafid the construction of the first line of project Wiake two
years (2010 — 2011) and gas delivers from thiswillestart in 2011. The second line
of the pipeline is supposed to be finished in thary2012, and later this year the full
capacity of the Nord Stream will be reached.

It is reported that the project is about to provide a numberdfaatages for
both producer and consumers of natural gas. Inpimjian, one of the most important
is the direct “connection” between natural gas resexwe Russia and gas consumers
in the EU Recalling gas disputes of recent date betweeraibkrand the RF and
following interruption in the gas supply to Eurogeyssia has offered to the EU’s
member — states to minimize economic and politicsts with the help of new
pipeline, which would bypass all the current trassates. Not surprisingly, that this
idea was enthusiastically received and supporte@diynany — the largest natural gas
importer in Europe in 2008 (see Table 4). Gengsglkeaking, the agreement between
Germany and the RF concerning the pipeline caneoegnized as an obviously
successful step in the Russian gas geopolitiegadta result of deeply interconnected

possibilities and needs. For one thing, there heehighest needs (in the EU) for

8 «Our company”, Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/our-

company.htmi>.

8 «Construction of Nord Stream Pipeline Begins”Gazprom 18 Apr. 2010
<http://www.gazprom.com/press/news/2010/april/&e82230/>.

8 “project Milestones”,Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/milestones.html>.

8 “project Significance”,Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/project-significance.html>.
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natural gas in Germany. For another thing, theeetle® RF geographical possibilities
(natural gas reserves and the relative neathéssween Russia and Germany) and
political aspirations (to decline the dependenaanfrtransit states and to preserve
normal relations with natural gas consumers) ireotd satisfy these needs. Besides
the mentioned above obvious and logical reasonerethwere a number of
supposition® that such an agreement has been achieved mostljodhe friendship
of the former Russian president Vladimir Putin atm@ former Chancellor of
Germany Gerhard Schrdder. Although it is possibiat special close ties of two
leaders have taken place (there is no getting dmay the fact that G. Schroder was
the person who became the chairman of the boamdoofi Stream AG), the new
German Chancellor Angela Merkel is also interestethe realization of the project.
Despite the fact, that A. Merkel is not a Russaplag Schroder is (Merkel is known
for her critics of Russia on number of issues)nfea pragmatic politic she has
understood that Germany can derive advantages tfierpipeline project and started
to push Nord Stream support even though that soemebar — states of the EU are
protesting against it. As International Oil & GasWwéspaper reporteti,Merkel in her
letter to European Commission President has catedll EU member — states to
provide their full backing to the planned Nord &tregas pipeline. Regardless of the
accusation by some researchers in “the most shauhipfamatic union in the modern

relations®

which were taken place between Schroder and Hutiould classify this

agreement as the understandable desire of tworke&olgrovide to their states the
profitable and favorable conditions for the futdesvelopment, although it is true that
such “gas relationships” has become possible dubet@bsence of the common EU

energy policy which help to ignore dissatisfacteord opposition of member — states

8" The projected pipeline length — 1.200,0 kilometrexccording to the information available at: “Fact
and Figures”,Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/tlygefine/facts-
figures.html>.

8 According to Edward Lucas, for example, this fdehip was resulted in the active support by G.
Schréder of a number of joint commercial companieduding those in energy industry. Additionally,
as another confirmation of the friendly relatioriswo leaders, Lucas pointed out on the fact that t
mentioned above German company E. ON AG was allowdally 6,5 per cents of Gazprom shares
(and was the only foreign shareholder). See morEdward LucasNova Studena Véalka aneb Jak
Kreml Ohrozuje Rusko i Zapad [The New Cold War: Hbhes Kremlin Menaces Both Russia and the
West](Praha: Mlada Fronta, 2008) 209 — 210.

Besides this, other media stressed that partiesecnad has signed the agreement (for pipeline’
construction) specially just few days before ther@m parliamentary election. See more in: “Aleksey
Miller: The Gas’ Price Wil Rise”, Gazprom 13 Sep. 2005, 18 Apr. 2010
<http://old.gazprom.ru/interviews/2005/09/130000923.shtml>.

8 “Merkel Pushes Nord Stream SuppoiThe International Oil & Gas Newspape29 Jan. 2009, 18
Apr. 2010 <http://www.upstreamonline.com/live/aiit70846.ece>.

% Lucas, 202.
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of the EU and transit — states. Similarly, thisusadditional confirmation of the fact
that Russia is applying its natural gas resoursea political as well as diplomatic
means for “gaining” if not a friendship of Westdtnropean countries than, at least, a
partnership. It is obvious, that Germany with igngficance and influence in the EU
was not chosen by accident — the close ties wighabuntry is very important for the
RF. The additional corroboration of this - the weoad Dmitry Medvedev, who stated
that “we [Russia and Germany] need to continue emsipn in energy sector,
including the Nord Stream, as well as many otheasjgets uniting Russia and
Germany®*.

Besides the stressing the high religbtit the new route for providing secure
gas supply to Europe, the project’s organizers ptsoted out on a number afture
positive economic effectsf Nord Stream exploitation. There Hefor instance, the
possibilities for generating a great volume of nleusiness for various suppliers,
including pipe mills, pipe layers, engineering c@mnigs, environmental consulting
agencies, etc. Furthermore, presenting the NorelaBirpipeline project as a normal
commercial one, the organizers also mentidheuht this offshore project will cost
15,0 per cents less than an onshore pipeline oymriad of 25 years. The higher
costs of onshore pipeline are seen as result dfehigperating costs mainly. Among
these surplus costs are: additional costs for enestaff and maintenance of
compressor stations needed for generating the yreegs order to transport natural
gas through an overland pipeliieBut, there is no doubt, that the creation of ifspu
for the EU’s economic development and the possibih economize expenses on
15,0 per cents are not the main goal of the Ragsizign policy, since the supposed

investment are at level of 7,4 billion eftoOne may notice that describing the

1 "pPress Statement and Answer to Journalist's QumstiFollowing Russian — German Talks”,
President of Russja 14 Aug. 2009, 18 Apr. 2010
<http://eng.kremlin.ru/speeches/2009/08/14/2300282915 220884.shtml>. Italics mine.

92 “project Significance”,Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/project-significance.html>.

9 “Offshore Advantages’Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/pipeline-route/offshore-advantages.htmi>.

% “Offshore Advantages’Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/pipeline-route/offshore-advantages.htmi>.

% “Facts and Figures”Nord Stream AG 18 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/facts-figures.html>. At the same time nhasdia reported, a representative of Nord Stream AG
informed, that the overall cost of production wik increased to 8,8 billion dollars (additional 1,4
billion dollars will be paid as interests and corssibns to banks) — the information is available at:
“Stroitel'stvo Gazoprovoda “Severnyj Potok” Poddnaio na 1,4 Milliarda Evro” [The Nord Stream’
Overall Cost of Production Has Been Increased drBlllion Euro], Radiostantsija Echo Mosky$7
Mar. 2010, 19 Apr. 2010 <http://www.echo.msk.ru/sé&64554-echo.html>.
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advantages of the project (the direct linkage betwgroducers in Russia and natural
gas consumers in the EU as well as its future ipesieconomic effects), the

organizers pointed out on the benefit of its offehtessence”. Broadly speaking, the
absence of transit — states on the route can bgmeed as one of the main reasons of

the project’s existence.

3.2.2. Russia vs Eastern and Central European Stéiiens vs Fears.

It can be seen from the data availabigufie 17), that the main transit routes of
the Russian natural gas to Europe lies throughrBeland Ukraine. Outlet capacities
of export pipelines at the Ukrainian border forn#3,0 bcm of natural gas per year
and at the Belarusian border — 35,0 bcm per %edhe export destinations via
Ukraine then directed Russian natural gas to 1®&f@&aan countries and the pipelines
routes through Belarus delivers gas mainly to Rbl&ermany, the Netherlands and
Belgiunt’. Taking into consideration the degree of naturab glependency of
European countries from the Russian natural gas Tables 5a and 5b), it becomes
understandable why the recent gas interruptionsthen Ukrainian or Belarusian
borders are generally recognized as the threatet@nguropean energy security.
Besides this, the authorities of the RF also undedsthat such interruptions harm
country’ reputation as a reliable supplier. In diddi to the losses in political sphere,
Russia has incurred significant economic losseso#ting to figures available at the
web page of the Prime Minister of the RFonly in the last “gas war” between Russia
and Ukraine, the losses in the first week of Jan@@09 were about 40,0 million US
$ and from the ¥ of January Russia loosed 120,0 million US $ psr. daking into
account the fact, that the conflict was resolvedJanuary 19 2009 orily; the total

losses of Gazprom were 1,48 billion USD. Not ssipgly, that Russia is trying to

% “Major Gas Pipelines of the Former Soviet Unionl &apacity of Export PipelinesEast European
Gas Analysis06 Apr. 2010, 19 Apr. 2010 <http://www.eegas.dsmhtm>.

7 Almost 70 per cents of natural gas than goes tvaBia, the Czech Republic, Austria, Germany,
France, Switzerland, Croatia, Slovenia and Ital/pér cents — to Romania, Bulgaria, Greece, Turkey
and Macedonia; 11 per cents — to Hungary, SerhiaBaosnia; 4 per cents — to Poland (According to
information available at: “Major Gas Pipelines betFormer Soviet Union and Capacity of Export
Pipelines”, East FEuropean Gas Analysis 06 Apr. 2010, 19 Apr. 2010
<http://www.eegas.com/fsu.htm>; own calculations).

% Vasiliy Kashin and Elena Mazneva, “Vtoraja Gazavdjrhe Second Gas [War]Rrime Minister of
the Russian Federatipd1 Jan. 2009, 19 Apr. 2010 <http://premier.gdpmemier/press/ru/1752/>.

% “Vtoraja Gazovaja Vojna na Ukrainskom Fronte Zaktmna“ [The Second Gas War at the
Ukrainian Front Has Been Stopped]RIA Novosti 19 Jan. 2009, 18 Apr. 2010
<http://www.rian.ru/gas_news/20090119/159638960+tm
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reduce its dependency from transit — countries lanking for other gas routes to
Europe. In order to decline the possible negativieames in this respect for the RF,
Russia’s officials have even decided not to budtl€ast in the nearest future) the
additional line of the Yamal — Europe gas pipelieesn though the infrastructure for
this new line has already been constructed in BsldExpressing the official position
of the RF, Dmitry Medvedev in the interview to Beisian media mentioned about
two reasons why the more expensive the Nord Strpgaline project has been
chosen. The first mentioned cause is the logicdl jastifiable unwillingness to be
dependent from any political upheaval or natiometability of transit — state§°
Furthermore, as the main reason Medvedev diploalbtigoointed out on the
necessity of “convenience for all European conssiremnd “guaranteed fulfillment of
our obligations”. True, that the satisfaction oé tBuropean natural gas consumers is
very important for the RF’s revenues, but it ischéw imagine that Russia would
undertake some project if it would not respond ¢ois interests. And the answer
has come from this very interview: “the more oppoities for supplying Russian gas
to Europe are offered, the better it will be” ahthe demand for gas in Europe would
increase, Russia is ready to discuss other idaakjding the additional line to the
Yamal — Europe pipeline. Thus, it can be intergratet if Russia would realize that
some other projects could bring additional econoarid/or political advantages, it
would definitely undertake it even with transit tates as partnef®. In my point of
view, the choice of the Nord Stream project is exgd by the fact, that at this
moment the RF is more interested in new Westerofaan market conquest since
Eastern European countries (Belarus, Ukraine, aadaltic States) are already 100,0
per cents dependent from the Russian natural gasTable 5a and Figure 17). An
illustration of Western European sense of purpddb@RF is the fact that Gazprom

has already signed agreements for the deliverywfes22,00 bcm of natural gas to

10 “Interview to Belarusian Media”,President of Russja23 Nov. 2009, 19 Apr. 2010
<http://eng.kremlin.ru/speeches/2009/11/23/204%82916 223020.shtml>. From this moment and
hereafter to the end of paragraph (until the furtiwtice), | am quoting the interview mentionedhis
reference.

191 For instance, it can be supposed that if Russialdvoe sure about Ukrainian guarantees concerning
the Russian Black Sea Fleet's use of leased fasilit this country, the RF would make concessinns
controversial issues about price and volumes obdgd natural gas in respond. One may notice that
discussions of mentioned above problems betweeseth®o countries have the simultaneous and
interconnected nature. Besides this, the RF woattbime more “interested” in natural gas markets of
Ukraine and Belarus and could negotiate the cheaier on natural gas for them if, for instancestn
countries would “decide” to turn over the contraleo their national gas infrastructure to Gazprom
(read: “to the RF").
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consumers from the year 2014 Although it is not very big volumes, nevertheless
(as the Russian natural gas expansion achieverhemtuld like to mention the
agreements which have been signed with the compdnien Denmark and the
United Kingdom® — countries which did not import natural gas frRmssia (at least
in the year 2006) (see Table 5a).

Logically, that transit — states do noppgorts the Russian initiative for other
pipeline development. On the one hand, the revemfethese countries for gas
infrastructure using will decrease if the RF wititruse capacities of existing pipelines
on the possible maximum. On the other hand, thenrittaeat for transit — states is
seen in the growing opportunity for the RF to use ftgas top” as the means for
political and economic influence.

Even though the Nord Stream pipelinegubjvas recognized as a part of the
Trans — European Energy Networks and one of therifyri energy projects of
European interest, there is also a group of thesEhEmber - states (for instance, the
Baltic states and Poland) who due special histbradations with Russia in the past
are suspicious about the new steps in the gas tiecpof the RF. Broadly speaking,
politicians and researchers in these countriesad@gree with the statement that the
Nord Stream pipeline is about to provide as mucksiRun natural gas to Europe as
possible, but rather to increase the Russian (arth&n) influences in the region. A
professor from Lithuania considé?? that the new pipeline is undesirable for the
number of reasons. Firstly, it brings fears abagreasing pressure of Gazprom
through the price of natural gas. Then, Nord Strdaffates hope about the possibility
to become a gas transit country (and, consequetttlyeceive additional budget
revenues). What is more, this project has leadh¢octash between the Western and
Eastern European states. In addition to these msashe Estonian Parliament

“expressed serious concern over the possible emmieotal fallout from the Nord

102 «Gas for Europe”, Nord Stream AG 20 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/gas-for-europe.html>.

103 «Gas for Europe”, Nord Stream AG 20 Apr. 2010 <http://www.nord-stream.com/en/the-
pipeline/gas-for-europe.html>.

103 “TEN — E Guidelines Specify a European — Wide Egefransmission Network’Europa -The
Official Website of the European Union 24  Jul. 2006, 19 Apr. 2010
<http://europa.eu/rapid/pressReleasesAction.dorgneée=MEMO/06/304&format=HTML&aged=0&l
anguage=EN&guiLanguage=en>.

195 Tomas Janeinas, “The Energy Security of Lithuania and Impadiord Stream Projectinstitute

of International Relations and Political Sciencelnilis University 12 Feb. 2007, 19 Apr. 2010
<http://www.tspmi.vu.lt/files/mokslkonfer/janeliuraenergy%20security%200f%20lithuania%20and
%20impact%200f%20nord%20stream%20project.ppt>.
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Stream gas project and said it should not be aiotwego ahead®®. What is more,
one Latvian spokesperson disagreeing with the ipelonstruction, mentioned that
constructing a pipeline which could go through Budtic states to Germany would
have cost 2,2 billion euros whereas the idea tllibe pipeline under the Baltic Sea
will be almost 3,4 times as expensiVe The position of the Polish Foreign Minister
Radostaw Sikorski who has said that the Nord Strgmoject echoed the 1939
Molotov - Ribbentrop Pact | have already mentioinedhe chapter 2 of the thesis.
Notwithstanding all these facts, it is clear theitimer Poland nor the Baltic states do
not have any visible opportunities to create obletato the new pipeline for the
reason that older and more prosperous member esstate more influential in
upholding their national interests (including keepitheir economies supplied with
natural gas). It is obvious that the RF’s authesitinderstand that as well and tries to
win the key states over to its side. How succedRfigdsia was in its strivings can be
acknowledged from the fact that all the statesubhowhich exclusive economic
zones and territorial waters the pipeline will dgowough (Finland, Sweden and
Denmark) has approved the construction of the pipeAnd, finally, the construction
of the Nord Stream began on April 4, 26°0

3.2.3. The Possible Development of Events.

There is no doubt, that not only poldits but also a number of researchers are
analyzing the possible outcomes from the pipelimestruction. Most of them believe
that the diversification of the Russian pipelingwwk was not intended for the
increasing of European energy security but for gingson countries of Eastern and
Central Europe. Edward Lucas, for example, consiffethat since the existing
pipelines to Germany go through Belarus and Polandthe north and through
Ukraine, Slovakia and the Czech Republic on theéhsdrussia does not want to be

19 “Estonian Parliament Speaks Against Nord StreaojeBt’, RIA Novosti 27 Oct. 2009, 19 Apr.
2010 <http://en.rian.ru/world/20091027/156606926Iht

197 Ariel Cohen, “The North European Gas Pipeline Bkeas Europe Energy Securitfhe Heritage
Foundation 26 Oct. 2006, 19 Apr. 2010 <http://www.heritagg/Research/Reports/2006/10/The-
North-European-Gas-Pipeline-Threatens-Europes-Er®egurity#_ftn35>. The figure will be even
more considerable (4 times higher) if we will telkéo account the mentioned above increase of the
overall cost of production (up to 8,8 billion euro)

198 «Construction of Nord Stream Pipeline Begins”Gazprom 18 Apr. 2010
<http://www.gazprom.com/press/news/2010/april/&a8@230/>.

% Lucas, 202 — 203.

53



Chapter 3. The Geopolitics of Gas TransportatioBomtemporary Russia

dependent from these countries in its relation& @dermany. In other words, if the
RF would decide to “punish” any of these countrtbs decision would influence and
more important for Russia western consumers. Silpilducas supposes that the
Nord Stream pipeline construction would provide dldelitional convenience to apply
the favorite Kremlin’s policy “to divide - and - nquer”.

In addition to this, analytics of Eastr&uean Gas Analysi& center provide
their suppositions about the future Russian plangspect of pipeline’ using in the
year 2020 with mathematical computation. Thus, &ating to calculations (see Table
6), the existing pipelines together with Nord Stneaill make possible to cut off gas
deliveries to Poland and Belarus (which are preditd be at level of 128,00 bcm per
day in January 2020) without any disturbances ia gapply for other European
countries. Besides this, as researchers of Easippean Gas Analysis believe, Russia
could also have in mind to punish Germany by blogkihe Nord Stream route.
Interestingly, that Ukraine is supposed to stay oinie most important transit routes
for Russia even if all the projected pipelines vabbé put into operation. First of all,
in a case of conflicts with Belarus and Poland,dRusvould need to increase export
to Central European countries with the help of Wkean gas infrastructure (from
300,0 to 428,0 bcm per day in January 2020). Sdgond order to provide
uninterrupted supply to Europe, Russia also wowédnto ensure the sufficient
amounts of natural gas in underground gas storagkties in Ukraine (about 158,0
bcm a day in January 2010). Similarly, the gasriutef Ukraine can be classified as
more or less favorable in comparison with Belams Boland.

While | agree that the ramified naturak gipeline network provides a unique
opportunity to press on Central and Eastern Eurogeantries, nevertheless | think
that the statement that Russia is going to emplon ievery occasion and towards all
the dependent countries is wrong. As the first icorgtion of my opinion | would like
to point out on the obvious fact, namely: the atitles of Russia clearly understand
that manipulations with gas taps will be refleciadthe budget revenues declining
since the RF exports the significant amounts afinsigas to Europe and receives the

considerable amounts of takifys

10 «“ksportnyje Gazoprovody “Nord Stream” | “South&tm” [The Nord Stream and South Stream
Export Pipelines], East European Gas Analysis05 Jan. 2009, 20 Apr. 2010
<http://www.eegas.com/export_plans_ru.htm>.

1| 'have already mentioned earlier in the chapt2r23. that the likely total Gazprom losses in st |
“gas war” with Ukraine on January 2009 were abgd8dillion USD. The returns on gas sales (net of
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Moreover, the regular using of “gas tapfl not be favorable to the future
economic and political relations between RussiaEm@dpean countries inasmuch as
Russia is pretending to be a reliable partner mb¢ m natural gas exporting but in
other spheres as well.

Besides this, the EU’s desire for natgies import diversification together with
the rising interests in shale gas producing in Rerwill considerably decline the
opportunity for Russia to use its natural gas re=ens the geopolitical lever and will
definitely decrease the Russian influence in tlddajl energy balance. As report&d
energy giants such as ExxonMobil and Royal DutclkllSénap up licenses in a
number of countries (France, Sweden, Poland, anth&wy) to explore for shale. If
Gazprom before rejected to admit that the discoe¢ryubstantial shale gas reserves
could influence the energy power of Russia, nowNh&ural Resources Minister Yuri
Trutnev in the interview has said the following: 8&Mave a problem with shale gas.
This is not only my position, but the position céfprom as welf*2

Additionally, | suppose that the probabilof the recurrent gas disputes
repeating with Ukraine (and, consequently, of imfetions of gas supply to this
country and then to Europe) has been reduced hatkelection of Viktor Yanukovich
as a President of Ukraine, who is supposed tofre a Russian politician (at least, at

first glance). It is widely accept&d that Russia from the very beginning has used the

excise tax and custom duties) to Central and Wedteiropean countries were 1.430,5 billion RUB
(48,69 billion USD) in the same year. At the figkince the share of the losses in the revenuesnagre
very high - 3,04 per cents only, neverthelessjrktlthat the “gas wars” can be recognized as a very
expensive tool in the gas geopolitics (especialls long — term period) and in all probability milot

be used often.

Furthermore, the rising dependence of Gazprom énstiable and reliable natural gas demand from
Central and Western Europe was confirmed by the flaat sales to this region accounted for 65,5 per
cent of the total export volume in 2008 and inceglasn 557,1 billion RUB (18,96 billion US $) in
comparison with the year 2007. (Information avddalat: “Europe”, Gazprom 19 Apr. 2010
<http://www.gazprom.com/marketing/europe/>.

Sums in US $ were calculated according to offielthange rate of US $ against the Russian ruble (1
euro = 29,3804 RUR) which was set by the CentraikBaf the RF on 31 Dec., 2008 — “Foreign

Currency Market”, Bank of Russia 19 Apr. 2010
<http://www.cbr.ru/eng/currency_base/daily.aspx?6nth=12&C_year=2008&date_req=31.12.2008
>).

112 Anton Doroshev, “Russian Minister Says Shale GBsoblem for GazpronRReuters 19 Apr. 2010,
20 Apr. 2010 <http://www.reuters.com/article/idUSEBBI1LS20100419?type=marketsNews>.

13 Anton Doroshev, “Russian Minister Says Shale GRsablem for GazpronReuters 19 Apr. 2010,
20 Apr. 2010 <http://www.reuters.com/article/idUSEBBI1LS20100419?type=marketsNews>.

14 «Russian Analytical Digest, N 75, 16 March 2010&nder — Analyserl6 Mar. 2010, 20 Apr. 2010
<http://kms2.isn.ethz.ch/serviceengine/Files/RE$Sje¢/114018/ipublicationdocument_singledocume
nt/b7b6d183-c891-4b07-9bc5-af74650b1b79/en/RusBiaalytical_Digest_75.pdf>. In my point of
view, one of the best explanation of the Russiaeigm policy towards Ukraine at the time of V.
Yushchenko presidency were the words of Sergeidwguthe Minister of Foreign Affairs of the RF
who said in 2005 that “Ukraine would have to tak&oiaccount the price of distancing itself from
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Gazprom monopoly to exert political pressure ondilke because of the rejection by
the Russian officials of the Ukrainian foreign jggliaspirations under the guidance
of the former President Viktor Yushchenko (for exden the issues about the possible
Ukrainian membership in NATO and other aspects ofsWW- oriented “orange
revolution’s directions).

Furthermore, in all likelihood the tensdations between Russia and other its
frequent opponent Poland could become better imdagest future. As the reasons
for this possible improvement three recent eveats lle mentioned. Firstly, it is the
participation of the Russian Prime Minister Vladir®utin in the ceremony which
was held in memory of the Katyn massacre in A@IQ (it is known that the issue of
not - acknowledged responsibility for the massdgréhe Russian’ officials has been
one of the obstacles for the relation’s improveni@itveen the states). Secondly, the
relations between two states could be improvedtduke fact that they are expected
to finalize an agreement on April 2010 for extemdits current gas supply contract
until 2037 and increase its maximum import volumigsthe Yamal pipeline almost
on 4,6 time5™ However, some analytics beliév® that the mentioned above two
events were just a result of another steps of tiesian gas geopolitics, namely: the
desire to fix the relations with Poland becausegawing awareness of Poland's
potential shale gas reserves for the Russian erdwgynance in the region. There
was also another event, which is hardly connectegd the probably means of the
Russian gas geopolitics — the plane crash on ABriR010, killing 96 people abroad
including the President of Poland Lech Kat=hii. | think that a sympathetic response
by the RF’s officials and common citizens of Rugsizhe Polish air force crash near
by Smolensk could significantly improve the relasobetween two states. A
confirmation of this is a quote from a Polish neafsgr: “Russia’s behavior after the
tragedy in Smolensk totally contradicts the thesfishose who claim that closer
relations between Russia and Poland are imposSthle”

Russia” (the quotation was taken from: Bertil Nygr&he Rebuilding of Greater Russia: Putin’s
Foreign Policy Towards the CIS Countrigsondon: Routledge, 2007) 53).

115 “pgland and Russia to Close Gas Supply Agreementréct in April”, Gas Strategigs09 Apr.
2010, 20 Apr. 2010 <http://www.gasstrategies.comligations/gas-matters-today/46699>.

116 “\inners and Losers. Normal Politics and Hard Qioes, Loom in Poland”The Economist22
Apr. 2010, 22 Apr. 2010
<http://www.economist.com/daily/columns/europevidisplaystory.cfm?story_id=15947071&fsrc=n
wi>.

117 Adam Easton, “Russia — Poland Thaw Grows From &dagg BBC News12 Apr. 2010, 22 Apr.
2010 <http://news.bbc.co.uk/2/hi/europe/8615945>stm
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Lastly, I would not agree with the mengd above conclusion of East
European Gas Analysis centre, which stated thatiRusould easily manipulate
Germany by blocking the Nord Stream route withony alisturbances to other
European states. Personally, | think that Russiadvoot risk worsening the relations
with such a considerable and influential country oxly in the EU but in the world.
After, the RF in all probability would not desire interrupt the newly founded gas
importers, namely: Denmark and the United Kingdavhdre, as supposed, natural
gas will be transported from Germany).

Analyzing the current situation connectath the Nord Stream advancement
and construction, it can be said that the Nordaatreipeline is significant success in

the Russian geopolitical aspirations.

3.3. The South Stream Pipeline Project.

3.3.1. Basic Project’s Characteristics.

The South Stream pipeline is another pr@ect promoted by the RF and
which was intended to deliver natural gas to thgp8ars in Europe (to countries in its
Central and Southern part). The onshore part of gipeline will start at the
Beregovaya compressor station which is locatechen Southern federal district of
Russia; at the Black Sea cost (this part of theljsip has been already finaliZ&}).
Then it will run under the sea and finish near pbet of Varna at the Bulgarian cost.
It is planned that two possible routes will go eftards from Bulgaria to north and
south (see Figures 18 and 19). In order to impleérmashore section of the pipeline
outside the RF, five intergovernmental agreemeat® lbeen already signed between
Russia and natural gas importers in Europe, nanilygaria, Serbia, Hungary,
Greece, Slovenia and Austii& According to these agreements, joint venturekheil
established in order to carry out feasibility sagjiand later construct and operate

onshore section of pipeline in each participatiogntry. Not surprisingly, that these

18 “Gas Pipeline Route”, South  Stream 25 Apr. 2010  <http://south-
stream.info/index.php?id=10&L=1>.

19«Facts and Figures'South Strean5 Apr. 2010 <http://south-stream.info/index.pip24&L=1>.

On April 24, 2010 an agreement was signed with dasfaccording to information available at:
“Gazprom and OMV Signed a Framework Agreement adfggoation under the South Stream Project”,
South Stream 25 Apr. 2010 <http://south-
stream.info/index.php?id=38&L=1&tx_ttnews[tt new&P8&tx _ttnews[backPid]=1&cHash=68fd5e3
c07>).
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agreements stipulate that Gazprom will hold no teas 50,0 per cents of shares in
every joint venture. Besides this, the agreemettt Romania is under negotiations.
The beginning of cooperation with Romania can bassified as another one
undoubted strategic success of Russia in its gggogjécs. It is known, that Romania
has been a strong supporter of the Nabucco pipptinject and categorically opposed
the South Stream project, but the situation hasigda since the year 2010. It was
reported®, that on February this year Romania has confiriteeithterest in the South
Stream pipeline project and has passed to Gazploiineadocuments with essential
data which were necessary to draft a feasibilitydgtof the gas pipeline's route
through Romania. Afterwards, in late April 2010 thinister of Economy of
Romania Adriean Videanu annount&dhat South Stream pipeline would pass via
Romania. Additionally to the routes mentioned ahoit is also supposed that
offshore gas pipelines could lay under the Adri@&sa as well in order to supply
Southern Italy regioii

It has been claim&d that the raw base for the projected pipeline wilme
from the Russian natural gas infrastructure, batgburce base will consists of the
Russian gas as well of gas which Russia is buyir@entral Asia and Kazakhstan.

According to the plan, the pipeline’s aeipy will reach the level of 63,00 bcm
per annum, the total length of the offshore’ paiit st for 900,0 kilometers; and the
construction is planned to be finished in the y2@5 only** Meantime, a feasibility
study of the project’'s offshore part is taking piartGreece, Bulgaria, Hungary and
Serbia. The investment part is planned to statti@sgeasibility studies are finish&d

It is expected, that the overall investments i@ project will be around 10,0 billion
us $2°,

120«Gazprom Receives South Stream Documents from RiahaRIA Novosti 17 Feb. 2010, 29 Apr.
2010 <http://en.rian.ru/business/20100217/15791986ir>.

121 Marian Chirac, “South Stream Pipeline Will Passtlyh Romania”Balkaninsight.com23 Apr.
2010, 29 Apr. 2010 <http://www.balkaninsight.conifeain/news/27589/>.

122 “Gas  Pipeline  Route”, South  Stream 25 Apr. 2010  <http://south-
stream.info/index.php?id=10&L=1>.

123 «projekt Gazoprovoda “Juzhnyj Potok“. Spravka” gTtSouth Stream Pipeline Project. The
Information’], RIA Novosti 24 Apr. 2010, 25 Apr. 2010
<http://www.rian.ru/spravka/20100424/226289258.btml

124«Facts and Figures'South Strean5 Apr. 2010 <http://south-stream.info/index.pidp24&L=1>.

125 5 Questions about “South Stream”South Stream 25 Apr. 2010 <http://south-
stream.info/index.php?id=30&L=1>.

126 «projekt Gazoprovoda “Juzhnyj Potok“. Spravka” ETtSouth Stream Pipeline Project. The
Information], RIA Novosti 24 Apr. 2010, 25 Apr. 2010
<http://www.rian.ru/spravka/20100424/226289258.ktml|
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The project was initiated by the RF and Italy. Tager country is known as
one of the world’ largest natural gas consumers {&ble 2), the second largest gas
importer in the EU (see Table 4) with almost onedtlof natural gas imported from
Russia (see table 5a). Besides this, Italy is amobme country in Western Europe
which enjoys special relations with Russia. Itm®Wwn about a friendship between the
Russian Prime Minister Vladimir Putin and SilviorBesconi — the Prime Minister of
Italy, another one influential country of the Elddether with Germany and France).
Thanks to this friendship the Russian — Italiannexnic ties began develop rapidly. It
was reportetf’, that Italy started buying more gas from the RErduBerlusconi's
stay at power. The Russian part of the projecoggchlly represented by Gazprom,
the ltalian part — by Eni S. p. A firm (an integrdtmultinational energy company,
which also was a partner of Russia in the Blueadtr@ipeline construction). Each
partner has 50,0 per cents of the shares in a yeinture South Stream AG, which
was organized for the project’s realization. Funthere, the participation of other
firms is agreed, but their share will be distriltuiten the onshore parts of the
pipeling”®®. It is already knowtf® that Gazprom and Eni S. p. A has agreed that the
French energy company EdF would become anothersbaesholder of the joint
venture and would receive 20,0 per cents of shaltess expected, that the
negotiations between all the interested parts aéllfinalized in the signing of a
trilateral treaty at the Saint Petersburg Inteoratl Economic Forum, which will take
part on June, 17 — 19, 2010.

Explaining the necessity of the pipelgebnstruction, the pipeline’s web page
present§® number of (I would say, traditionally positive) injpns of politics and
government officials from the RF and European coest There is, for instance, the
desire of all the participating states to satisiyrdpe’s rising demand of gas, to
diversify gas flows and to increase energy secuntzurope. Besides this, there is
also a remark about the significant opportunity ifarolved states to stimulate their

127 “talian Vector of the Russian Politics”"AXIS News 14 Jun. 2005, 25 Apr. 2010
<http://www.axisglobe.com/article.asp?article=165>.

128 «projekt Gazoprovoda “Juzhnyj Potok“. Spravka” gTtSouth Stream Pipeline Project. The
Information’], RIA Novosti 24 Apr. 2010, 25 Apr. 2010

<http://www.rian.ru/spravka/20100424/226289258.btml

129 4Glavy “Gazproma” i “Eni” Obsudili Rezolutsiju Sovestnyh Projektov, v Tom Chisle “Yuzhnogo
Potoka” [Heads of Gazprom and Eni Have Discussd®iesolution Concerning the Joint Projects,
Including the South Stream Project’]Caspian Energy 29 Apr. 2010, 01 May 2010

<http://caspenergy.com/index.shtml?id_node=20&id=fl1044&lang=ru>.

130«Opinions”, South Strean26 Apr. 2010 <http://south-stream.info/index.pidp29&L=1>.
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economies development by creating jobs and revelfrees gas transit feéd.
Definitely, the economic interests are very impottdout it is much more interesting
to investigate which geopolitical tasks Russiaasihg, promoting the construction of

the South Stream pipeline.

3.3.2. The South Stream Pipeline Project as thatidddl Step to Become the
Lord of the Rings. The Gas Rings.

Clearly, that in the current world theoeomic interests are dependent from the
geopolitical ambitions. This was already seen am @élkample of the Nord Stream
pipeline project: the construction of the new offigh pipeline is much more
expensive than using the already existed additiimalof Yamal — Europe pipeline or
building the new onshore one through the BaltideStaThe pretty much the same is
the situation around the South Stream pipeline.r&he a possibility to “add”
supplementary onshore lines to the existed BlueaS&irpipeline, which is transiting
the Russian natural gas directly to Turkey (seeur€idl7). The Blue Stream starts
from the Beregovaya compressor station (the sanré pbdeparture is planned for
the South Stream pipeline) and goes across thé Baa. Moreover, according to the
Gazprom websitd? this gas transmission corridor is ready for usfog other
projects’ implementing, but as a likely destinatitne countries of the Middle East
and Israel are considered. Probably, these newesaalso will not come into the
reality because of the Russian unwillingness tadbpendent from Turkey, which
could become a transit — country in this case.®lth the current Russian — Turkish
cooperation (especially in the energy sector aadely is developing dynamicalfy, it
is still possible that existing relations couldtgeg worse if the issues concerning the
competition for influence between two states in t@drAsia and/or Caucasus would
become actual. In my point of view, the constctof new South Stream pipeline

shows a clear desire of Russia to compete withh@naine pipeline in the region —

131 All these aims are already well known from the dl&tream pipeline project analysis (see 3.2.1.
section of the thesis) and | am not concentratm¢ghem one more time in the current part of thaithe

32 The Blue Stream pipeline which consists of onstamé offshore parts is transiting the Russian
natural gas directly to Turkey. Starting at Beremyav compressor station, this offshore section then
goes across the Black Sea — according to the irfbom available at: “Blue StreamGazprom 26
Apr. 2010 <http://www.gazprom.com/production/prdagpipelines/bs/>.

133 “Audio: Russian — Turkey Relations and U. S. FgmePolicy”, CSIS, Center for Strategic &
International Studies26 Aug. 2009, 26 Apr. 2010 <http://csis.org/mukidia/russian-turkey-relations-
and-us-foreign-policy>.
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Nabucco, although Vladimir Zubkov (First Deputy rRei Minister of Russia and
Board of Directors Chairman in Gazprom) has statieat “Russia stands for
diversification of gas flows to Europe and doesaijard Nabucco as a competitor to
the South Stream and the Nord Stre&ith"But it does not seem like that. It is
known®, that the Nabucco pipeline project has to conaknbst the same regions as
the South Stream project, nametige Caspian regionMiddle East and Egypt via
Turkey, Bulgaria, Romania, Hungary with Austria and go het on with the Central
and Western European gas markgtse Figure 19). It is obvious that two pipelines
the same regions would be competitive. And the tiuess not only in the struggle of
two joint ventures for resources, consumers ors#éime markets, and for the possible
prices and profits. It is much more about the gébpal influence in the regions in
which Russia is very interested. It is not a seitrat after the dissolution of the Soviet
Union and the Warsaw Pact’ failure Russia has Itsstpolitical influence and
leadership in the region and since then is atterggb recover its position in the FSU
countries, as well as in the former satelliteshi@ Communist camp. For Russia it is
principally to be the first in the pipeline congition, because it provides a great
opportunity to “lock” producers of natural gas hetCentral Asia and consumers in
Europe by the long — term contracts, and to theéacemrextent to influence these
countries’ politics. In my view, the very existenard the further operation of the
pipeline in this region is seen by Russia as thansdor strengthening its positions
and influencing the balance of powers in additmthie Nord Stream pipeline project.
Literary speaking, it gives a chance for the RFptd Europe inside its natural gas
ring.

In order to fulfill this task, Russiashalready undertaken a number of steps. To
begin with the attempts for ensuring stable resmirase for the new pipeline. The
idea to fill the pipeline with the natural gas frahe Central Asian region will help
Russia to gain additional economic and (geo)palitadvantages. Firstly, it will help
Russia to increase the share of natural gas frenRtssian gas infrastructure at the
global energy market. At the same time, the RF héle a chance to decline the
possibility for Europe to buy natural gas diredlythe countries of Central Asia and
Kazakhstan (natural gas from this region is supgpdsdfill the competing Nabucco

134«Opinions”, South Streap26 Apr. 2010 <http://south-stream.info/index.pidp29&L=1>.

135 “Project Description/Pipeline Route”Nabucco Gas Pipeline Project26 Apr. 2010
<http://www.nabucco-pipeline.com/project/projecsdeption-pipeline-route/project-
description.html>,
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pipeline): according to the information availdfife the gas purchases of Russia in
Central Asian region raised on 3,7 times for thegaefrom 2005 to 2008 (similarly,
it could become possible that there will not beugtogas in the nearest future in
order to fill the Nabucco pipeline). Besides thiming a landlocked countries,
Kazakhstan and Central Asian countries has becoare dependent from Russia as
their significant natural gas importer. In additi@nthis, thdong — termgas purchase
and cooperation agreements are in place with Ugtseki Turkmenistan, Tajikistan,
Kazakhstan and Kyrgyzstan. These agreements eevigesj deliveries to Russia, but
also provide an opportunity for Russia to work lo@ geological survey of subsurface
resources in Uzbekistan and Tajikistan and to obtab subsurface use licenses of
gas areas in Kyrgyzstai. The economic benefit of these steps is clear ek the
more gas Russia sells after at the global energikghthe more revenues it gains. On
the whole, it can be said that Russia was quiteessful at the first stage of project.
Even though a number of European leadess Angela Merkel, Silvio
Berlusconi and othel¥) have stressed the importance and necessity oStuth
Stream pipeline construction, the project is #itking the status of the project of the
European interest (it is not a part of the TEN —H)e status means that a project is
acknowledged as an important one for sustainalahiy security of energy supply in
Europe and, consequently, has to be supported derttire EU member — states.
What is more important, the projects, which arepsuied by the EU’'s member —
states involved, can be nominated for the finansgbport’ receiving from the
Community budget. As reportEd, the financial aid can come through the following
sources, namely: the TEN - budget line, the StrattEunds and Cohesion Fund.
Additionally, the European Investment Bank has aigeatly contributed to the
financing of these projects through loans. Logicathat without such a status South
Stream can be nominally considered as a projexttefest of their shareholders only
(Russia, Italy, and from the summer this year -nEed. Not surprisingly, that the
shareholders are attempting to gain as much suppte project as possible. Trying

to achieve this strategic goal, the Gazprom’ and ltgads have decided to repeat the

1% “Gas Purchases in Central Asian Countries"Gazprom 25 Apr. 2010
<http://www.gazprom.com/production/central-asia/>.

187 “Gas Purchases in Central Asian Countries"Gazprom 25 Apr. 2010
<http://www.gazprom.com/production/central-asia/>.

138 The more information available at: “Opinions3outh Stream26 Apr. 2010 <http://south-
stream.info/index.php?id=29&L=1>.

139 “Trans — European Networks’European Commission25 Nov. 2008, 26 Apr. 2010
<http://ec.europa.eu/ten/index_en.html>,
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“maneuver” with Gerhard Schréder’ hiring and offét® Romano Prodi the post of
the Chairman of the South Stream pipeline projbat, R. Prodi has refused this
suggestion. There is no doubt, that if R. Prode fibrmer Prime Minister of Italy and
President of the European Commission) would adtepbffer, he could have done a
lot for the South Stream pipeline promotion. Suffgr a reverse with this
appointment, Russia is trying to provide the supporthe project from all other
possible routes. It is known, for example, that theergovernmental agreements
between Russia and the EU's member — states, ipattity in the South Stream
pipeline project, are declaring that “parts [of ghreject] are going to undertake all the
possible efforts for the receiving the status ef TiEN’s project in order to use all the
advantages which such projects are experientiigProbably those efforts of the
European countries will bear desirable fruits ie tiearest future, because Giinther
Oettinger, the European Commissioner for EnergghenEuropean Commission has
noted at an energy forum in Bulgaria that “Soutte&@n will increase the capacity
for gas imports [to Europe] and set up a new imfuasure supply network” and due
to this reason the “South Stream could be backethéyEuropean Commission on
condition that it meets the technical requiremdatssecurity™*. At the same time,
these words of the European Commissioner couldhae¢ been perceived by the RF
in a very positive way as an opportunity to gaivadages in comparison with its
rival project. The reason for this opinion is aresttone statement of Gunther
Oettinger, which he has pronounced at the forummaty the EU could also lend its
support to Nabucco project because of the growimgrgy demand in the E€Y.
Personally, | think that the receiving of the So8theam pipeline project the status of
the TEN'’s project could face up with the oppositaira number of the EU’s member
— states seeking to reduce the dependency fronRtissian natural gas deliveries.
There always will be the states which would préfer diversification of supply from
different countries to the diversification of rositef the Russian natural gas and which
would be against the control of supply by the RRke Bnly possible way for Russia is

to enlist the aid to its project from the most pdwestates of the EU, which are

190 “Raznyje Sud’by Rossijskih Potokov” [Different [at of the Russian [Natural Gas] Streams],
Interfax 09 Apr. 2010, 26 Apr. 2010 <http://www.interfaxprint.asp?sec=1447&id=131668>.

141 Both quotations of Giinther Oettinger are availaitie“EU Could Back South Stream Project:
Commissioner”EU Business New®?2 Mar. 2010, 26 Apr. 2010 <http://www.eubusinessi/news-
eu/energy-gas-pipeline.3f4>.

142«EU Could Back South Stream Project: CommissionEt) Business New$§2 Mar. 2010, 26 Apr.
2010 <http://www.eubusiness.com/news-eu/energypifzaline. 3f4>.
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really interested in the increasing natural gasvdees. At the same time, it is

obvious that the lack of the status of TEN’s progaes not restrain the RF from the
strategic plans’ implementation (to ensure itsaral interest with the help of energy
resources). The decisiveness and assertiveneks &ussian officials to put this idea
into practice can be confirmed with the recent wastlV. Putin who mentioned: “We

[Russia] intend to realize this project no mattéat**>.

Although it can be said that the RF wasteqsuccessful in promoting its
strategic interest and already has got the essexfgoort from Germany and Italy,
nonetheless Russia has also faced up with the dtiffieulties in the mutual
understanding with the Italian partner which hasrbeesulted in the sharp objections
from the Russian side. For instance, Stanislav diskgv, the head of the external
economic activity department of Gazprom, descrit@hthe beginning of April 2010
the perspectives of the South Stream pipeline grogevelopment, recognized de
facto the actual state of affairs as problematioréddver, he mentioned that the Italian
partner was blocking the development of eventsngvo the lack of the proper work
from the Italian part, the progress of the offshpaet of the South Stream project was
recognized by him as insignificant. According to ®ygankov*’, Eni (which is
responsible for the offshore section constructidogs not want to get an agreement
on working programs or even on fulfilled research&$at is more, the Italian side
has not paid for anything yet, while the Russiart pas covered all the expenses. The
reason for such a serious dissatisfaction from idusas the speech of Paolo Skaroni
(the Chief Executive officer of Eni S. p. A.) dugivhich he has called for merging of
the South Stream and Nabucco pipeline projectseapthined it as a “strategic fit”
for all interested parts, because it would helfréduce investments, operational costs
and increase overall returi&> Even though P. Skarponi has mentioned about the
economic motive (the desire to economize expensdst@ gain as much profit as
possible), this proposal definitely was heard by Russian partners as one with the
political meaning (since the natural gas pipelinastruction always has the political
implication). Not surprisingly, that Russia is skeal (if not to say exasperated)

about this idea. As the first explanation of thigduld like to mention the evident

143 “pytin Hails Russia’s Gas Reserves as AustriasJiouth Stream ProjectRIA Novosti 26 Apr.
2010, 29 Apr. 2010 <http://en.rian.ru/world/20108A58729140.html>.

144 “Raznyje Sud’by Rossijskih Potokov” [Different [at of the Russian [Natural Gas] Streams],
Interfax 09 Apr. 2010, 26 Apr. 2010 <http://www.interfaxprint.asp?sec=1447&id=131668>.

145 “Scaroni Pitches Nabucco — South Stream MergEhe International Oil & Gas Newspapet0
Mar. 2010, 26 Mar. 2010 <http://www.upstreamoniooe/live/article208298.ece>.

64



Chapter 3. The Geopolitics of Gas TransportatioBomtemporary Russia

desire of the RF to gain the considerable geopalitpower and weight in Europe
with the help of its energy resources. ConsequeRilssia will obviously avoid the
situation and admit the proposal which could desear, what is more — destroy the
Russian foreign policy aspirations. Reacting ondinggestion of P. Skarponi, Energy
Minister of the RF Sergei Shmatko has noticed, tiase issues were not discussed at
all. Furthermore, “Russia isn’t considering mergitggSouth Stream gas pipeline to
Europe with theival European Union - backed Nabucco litf’ The irritation from
the unacceptable and inadmissible terms of thisr 6éfr the RF was so obvious, that
during the interview S. Shmatko has called two ratgas projects as “rival”’, than
that they are “far from being competitors” andtheg same time, he firmly established
that South Stream “is more competitive” than Nalouds the second explanation of
the Russian refuse | would mention the fact thdiudao is supported not only by the
EU butthe USAas well and was intended in order to stop therahgas monopoly of
the RF in Europe. Consequently, the Russian pgatiicin in the combined common
pipeline’ construction is impossible to imaginechese Russia (using the rhetoric of
the Foreign Policy Concept of the RF) will not agreith what is seen as the EU’s
and mainly America’s desire to limit the Russiaterasts as “one of influential
centers in the modern world” at reaching economdditical and geopolitical goals
and will definitely try to overcome “continued padal and psychological policy of
“containing” Russia”. The contradiction between tides about the South Stream
pipeline project’ future could have led to the pacted conflict which further could
have continued in the search of new partners on aveéhe material changes in the
realization of the whole project if the recurretriategic success of Russia had not
occurred. This happened a month later when the i&ud3rime Minister paid a
working visit to Italy to discuss cooperation iniestce and energy (including the
issues on the South Stream pipeline project). @Quhis visit V. Putin, commenting
the disagreement between the Italian and Russi#s,shas confirmédf that there
were no delays in South Stream implementation. b\@e the Russian — language

version of the same report about Putin’s visit tedyl even called this discrepancy

16 Anna Shiryaevskaya, “Russia Rejects Eni Call tagdeEurope Gas Pipeline®Joomberg.com15
Mar. 2010, 26 Apr. 2010
<http://www.bloomberg.com/apps/news?pid=newsardsid=ae4.eb4lPgjk>. Italics mine.

147«No Delays in South Stream Implementation — RusgRaitin”, RIA Novosti 26 Apr. 2010, 26 Apr.
2010 <http://en.rian.ru/world/20100426/15875424%lht
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about inter - company problems between Gazprom Enid as ostensibté®
“forgetting” a very eloquent speech of S. Shmatkthie twinkling of en eye.

In comparison with persistent and stubbefforts of Russia for the success of
the South Stream pipeline project realization, Wabucco project is experiencing
much more problem. To begin with the fact that Gazppolicy to conclude long —
term binding agreements and to pre — empt at mamke¢s as much Turkmen and
Azeri gas as possible has lead to the situatiomwhe source base for the Nabucco
has become questionable. Additionally, some eritiave assert&tf that the project
has at least another two restraining moments.|¥iigs protracted preliminary stage
which has been lasting for ten years already. SHgpit is a complicated ownership
structure of Nabucco Gas Pipeline International @mallnen each of six shareholders
holds an equal share of 16,67 per cents and neegras to be an obvious leader of
the project. What is more, Energy Commissioner &&ntOettinger has sat!
recently that Nabucco would come into operation 2018 at the earliest.
Consequently, the South Stream pipeline project@mparison with Nabucco) can
be recognized as the project with every prospestiotess.

To sum up, Gregory R. Coplgyin his analysis of the current situation has
noted®? that Moscow was currently in the ascendant andtpdiout on the entirely
new dynamic in Eastern Mediterranean and Southst Earopean strategic affairs.
According to him, the world has discovered itsetf & period and a region in which
Russia, not the West, is taking the key initiatiaesl has much of the advantage”.
Continuing to evaluate the situation, G. R. Copl&s surprisingly lamented that
Russian foreign policymaking receives insufficiattention in US and other Western
media, and “remains as opaque to Western analystsaas during the Cold War era

when Russia was veiled by an Iron Curtain”. | woalldw myself to contradict to the

198 «7aderzhek po Realizatsii Projekta “Yuzhnyj Potdkdka Net — Putin” [No Delays in South Stream
Implementation — Russia’s Putin]’,RIA Novosti 26 Apr. 2010, 26 Apr. 2010
<http://rian.ru/economy/20100426/226960017.htmI>.

149 Michael Bird, “Rules Change in Gas Pipeline Po@ame”, The Diplomat Buchares&pr. 2010,
29 Apr. 2010 <http://www.thediplomat.ro/articol.phg=1023>.

130 «“EY Commissioner: Nabucco Gas Pipeline Delaydd2618”, Sofia News Agengy5 Mar. 2010,
29 Apr. 2010 <http://www.novinite.com/view_news.igh=114585>.

%1 The American researcher and author of a numbgubfications on strategy, defence and foreign
affairs.

32 Gregory R. Copley, “Moscow Ascending: How Turkeyew Axis with Russia Affects US
Interests”,OilPrice.com Apr. 2010, 03 May 2010 <http://oilprice.com/GeoliBcs/Europe/Moscow-
Ascending-How-Turkey-s-New-Axis-With-Russia-AffedtS-Interests.html>. From this moment and
until the further notice (throughout extent of tharent chapter) | am quoting the article mentiomed
this reference.
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last statement of the expert. In my point of vieiis hard to accuse the RF in the
“disguising” of its (geo)politic’ plans, aspiratisrand the “weapons” it is going to use
in order to achieve its aims: the better confiromtof my word are texts of the
Concept, Energy and Security Strategies of thevich | have already quoted in the
first two chapters of the thesis. What would be endear and distinct than words:
“The global character of energy problems and tbeitinually rising politicization, as

well as the influential position of the Russian rgyecomplex in the world energy

system have pushed the energy factor to the plabasic elements of the Russian

diplomacy™°®?

193 “Energeticheskaja Strategija Rossii na Period @202goda” [The Energy Strategy of Russia until
2020] [approved by the Government of the RussiadeFasion on 28 Aug. 2003Ministerstvo
Promyshlennosti i Torgovli Rossijskoj FederatsihgTMinistry of Industry and Trade of the Russian
Federation} 03 May 2010 <http://www.minprom.gov.ru/docs/stgtl >.
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CONCLUSIONS

The overview of the main principles oélist and neorealist theories (such as
national interests, security, and power politicsyl Zategories used in The Foreign
Policy Concept of the Russian Federation, The Matictrategy of the Russian
Federation until 2020 and The Energy Strategy afsrRuuntil 2020 has corroborated
my idea that neo(realism) has shaped the foreignsaourity policies of Russia. To
begin with the confirmation that the RF definitsles itself as a great power, namely:
as a country with the visible role in internatioa#fiairs, the significant responsibility
for global world developments and the obvious puobtes and desire to take an
active part in the formulating as well as in thevelepment of international agenda.
Declared itself as a great power, the Russianialiidiave logically pointed out on
the aspirations to protect its current position &aice part in the struggle for power
with the “historic West” in order to protect statehational interests. The special
attention in this respect Russia is paying to @tural resources, which are seen, on
the one hand, as one of the most influential leversthe foreign policy
implementation (the state is not only planningrtoréase the potential of the fuel and
energy industries to support its reputation aslialie partner, but also is going to
promote the development of own economy and diwersiuntry’s presence on the
world markets). At the same time, understandingctihrlitions of uneven distribution
of natural resources in the world, Russia, for heothand, determines its natural
resources as the tool for security goal realizatichmong the main security tasks
articulated by Russia are the necessity to mainthé control over its national
resources (through the preservation of state mdypapdhe gas sector, for instance)
and overcome the discrimination against the RFhenregional and world energy
markets. On the whole, the role of Russia in waiekrgy supply is viewed as a
means for ensuring state’s foreign policy indepecdeand the state is going to use
this lever notwithstanding of the other countriebickh were characterized by the
Minister of the Foreign Affairs of the RF as “unipgpbout a strong Russia”.

The examination of the situation on theeinational natural gas market has
demonstrated the objective nature of the RF to oalyts natural gas possessions for

its strategic aims’ achieving: the natural gas me=se of Russia at end of 2008
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constituted 23,4 per cents from total world resgraad, consequently, yielded the
first position for the country. In addition to thiRussia (at the same year) was
recognized as the leader in natural gas produagidgeaporting, and one of the largest
(after the US) consumers of natural gas. All thes@bers would have meant nothing
if only Russia had not had the advantageous gebmapand geopolitical positions
and had not been surrounded by countries and regith insignificant gas reserves
and continually and dramatically rising natural gaasumption. But in the reality the
country is claimed to be the main importer of thember of the FSU and the EU
countries. For instance, almost a half from 27 ¢oes of the EU in the year 2006 can
be recognized as highly dependent (Austria, thecl&Zepublic, Poland, Hungary
and Romania) and as fully dependent (Bulgaria, ritatd._ithuania, Latvia, Finland,
Greece and Slovakia) from the Russian natural jas.surprisingly, that the recent
interruptions in the gas supply because of thedigsutes between Russia and some
transit — states have clarified for the EU the seitg to diversify suppliers, transport
routes and transport mechanisms (as it was staie@xample, in The 2006 Green
Paper — a European Strategy for Sustainable, Campetnd Secure Energy).
Nevertheless, | believe that the absence of thenmmmEuropean strategy (with the
common opinion on the energy questions) becausgbeotlisagreement between the
member — states about the attitude towards Russiae of the principal suppliers of
the EU, has make the RF relatively free in implenmgnits geopolitical interests with
the help of energy means. In my point of view, absolute freedom for Russia in this
respect is impossible due to the fact that the 198 sees the Eurasian region as the
sphere of their geopolitical interests and recogmithe natural resources possessions
and the ability to deliver export volumes of thessources to potential consumers as
the strategic means, which help its owner to pfajnfluential role on the geopolitical
field. For these reasons, the US are supporting afethe EU’s natural gas supply
diversification and encouraging the aspirationehftral Asian states to deliver gas
to Europe, bypassing Russia (the mentioned abotreitids were resulted in the
support of the rival Nabucco project). Logicallizat in responds to this the RF has
attempted a number of steps in order to protecinterests in this sphere. As the
obviously successful move of the Russian geopslitiwould like to mention the long
— term natural gas purchase contracts, signed ket RF and Turkmenistan and
Azerbaijan (which are supposed to be suppliershef Mabucco pipeline). These

contracts, for one thing, offer the market price Torkmen and Azerbaijani gas, and
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for another thing, have not specified the maximwiume of natural gas, which have
to be imported to Russia (from Azerbaijan). Thexend doubt, that these measures
will help Russia not only to increase the sharenatural gas from the Russian gas
infrastructure at the global energy market, bub atscreate some kind of long - term
problems to the Nabucco project with the sourceeb@slditionally, declaring the
similar unwillingness to be dependent from the dian states in its relationships with
natural gas consumers, Russia on the EU’s demandiviersification of natural gas
routes, has presented two new pipeline projectsieha the Nord Stream and the
South Stream. Broadly speaking, the already estadddi interaction between energy
resources and international politics supplementethé fact, that three rival pipelines
are supposed to be constructed to the same (Eurppegion make it possible to
classify the modern power’ struggle as the eramélme race.

The research of the Nord Stream and S8trbam pipeline projects has shown
that Russia was pursuing a number of goals. Fjrgitlgre is a desire to decline its
dependence from transit - states (to create theetdaonnection between natural gas
reserves in Russia and gas consumers in the EW).goal will help to both parts in
minimizing the sufficient political and economisks and in receiving future positive
economic effects (as, for instance, the opportutatgenerate new businesses in this
field). These aims can be classified as “declaesd! official ones. Although they are
definitely seen by Russia as important, but theeeaanumber of others, which are not
articulated openly. To begin with the desire of Rfeto establish better relationships
with Germany, Italy (and France) which are widedgagnized as the wealthiest and
most influential countries of the EU. Understandihg fact, that these countries are
interested in the increasing of natural gas dedivand that through the system of
bilateral mutually advantageous agreements thesetiwes can gain considerable
benefits in the region (even though some other tmsnare against of it), Russia has
successfully negotiated the participation of the&dleg energy, chemical companies
from Germany, Italy and France in the pipeline @ct§. Moreover, the enlisted
support for its projects from such influential picians as Silvio Berlusconi, Angela
Merkel and Gerhard Schrbder can be mentioned aartbther one “victory” of the
Russian gas geopolitics. In addition to this, hawcessful Russia was in its gas
strategic aspirations can be acknowledged fromfdbe that all the states through
which EEZ and territorial waters the Nord Streamepine will go through (Finland,

Sweden and Denmark) have approved the construcfitime pipeline. Furthermore,
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in the framework of the Nord Stream pipeline prgjeRussia is putting its
expansionist’s idea into practice: the gas purcla@seements have been signed with
companies from the United Kingdom and Denmark (iwctions for the Russian
natural gas export routes). While analyzing thetlsdeiream pipeline project, the
beginning of cooperation with Romania | would idgnas another one undoubted
strategic success of Russia in its gas geopoliDespite the fact, that Romania has
been a strong supporter of the Nabucco pipelingegrand categorically opposed the
South Stream project, in late April 2010 there veas announcement that South
Stream pipeline would pass via Romania.

At the same time, it cannot be said Bagsia is absolutely lucky in its policy’
implementing and all the countries in Europe angpsuting the development of the
Russian gas routes. Such countries as Belarusjridkride Baltic States and Poland
are afraid, on the one hand, of the possibilitheanside the Russian gas ring, and for
another hand, of the growing combined influenceRaksia and western European
states in the region. Both these reasons are seg@gnsa number of politicians and
researchers to lead to the increasing political @@homic dependence from the RF
and its partners in the pipeline projects. Thers &r example, such fears as: the
rising possible pressure through the price of tatunal gas, the loss of the budget
revenues for gas transit, the growing clash betvwW&estern and Eastern and Central
European states’ interests. At the same time,dleiar that discontented states do not
have any visible opportunities to create obstatteshe plans of Russia and, for
instance, Germany: Western European states arg teatb all the possible in order
to secure supplies of the Russian natural gashfar states’ needs and Russia is not
interested at the moment in the change of itsipslibwards the dependent transit —
states. Nevertheless, it cannot be claimed thasiRuaill not desire in the nearest
future to improve its gas relationships with thestmistful transit - states. If Russia
realize that there is some threat for its interessnatural gas supplier (as, for
instance, discovered deposits of competitive shake in Poland) or there is some
opportunity to gain additional advantages (asgeiample, the chance of the Russian
Black Sea Fleet to use facilities in Ukraine foramunore longer period) it will not be
mistaken to suggest, that the RF will attempt samoges toward the transit — states.

Finally, after the analysis of the cutrareign and security policies of the RF,
| am not agree with the statement that the staemsng to employ the “gas top” in
every single occasion. Although it is true and ewntdthat Russia is trying to gain the
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considerable geopolitical power and weight in Eerapth the help of its energy

resources, | still think that the RF is clearly arstands that often manipulations with
the gas lever will be reflected not only in the sidlerable decrease of the budget
revenues, since the state exports the significantuats of natural gas and receives
the substantial amounts of takings. What is monessi realizes that the regular
“use” of the “gas tap” will not be favorable to tlieture economic and political

relations between Russia and European countries e RF is pretending to receive
the status of the reliable partner not only in ratgas exporting but also in other

spheres as well.
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ABSTRACT

Energy issues are of growing interesthe modern world. Ever since the
Industrial Revolution and until the present centuyergy and the need to secure its
supply have been fundamental to any position ofgyom the world. At the same
time, despite the rising role of energy in influgncstate’s national security, regime
development, domestic and international politi¢sisia fact that the professional
journals in political science and internationalateins have not paid the sufficient
attention to publishing research on these topleEnes, which have been examined in
this respect, have been mostly devoted to researitie impact of oil. In contrast, this
thesis focuses on the analysis of the relationbleipveen international politics and
natural gas originated from the Russian Federam®ithe country, which is widely
recognized to be as one of the most influentiabracon the energy source markets.
This research project is based on a wide reviemlelvant literature supplemented by
the data analyzing method, method of comparativalyais and the case study
method. The latter is founded upon the examinatiothe new projects promoted by
Russia, namely: the Nord Stream and South Strepelipeé projects. The findings
underline that realist and neorealist categoriege hshaped foreign and security
policies of the Russian Federation and that ensogyces are seen as one of the most
influential levers in the foreign policy implementa and as a tool for security goal
realizations. The main conclusions to be drawn ftbi® study that Russia despite its
desire to gain the considerable geopolitical poavet weight in Europe with the help
of its natural gas resources cannot be blamedpimagi®ns to employ the “gas top” in

every single occasion.

Keywords: (neo)realism, foreign and security policy, nakugas, Russia, pipelines.
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Figure 1. World Proved Natural Gas Reserves at end 2008 (in per cents).
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Figure 2. World Proved Natural Gas Reserves at end 2008 (in trillion cubic metres).
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Table 1. Key Natural Gas Producersin 2008 (in billion cubic meters/per cents).

Country Billion cubic meters Share of total
The Russian Federation 601,7 19,6
The United States 582,2 19,3
Canada 175,2 5,7
Iran 116,3 3,8
Norway 99,2 3,2
Algeria 86,5 2,8
Saudi Arabia 78,1 2,5
Qatar 76,6 2,5
China 76,1 2,5
Indonesia 69,7 2,3
The United Kingdom 69,6 2,3
The Netherlands 67,5 2,2
Total World 3 065,6 100,0

Source: British Petroleum.

Table 2. Key Natural Gas Consumersin 2008 (in billion cubic meters/per cents).

Country Billion cubic meters Share of total
The United States 657,2 22,0
The Russian Federation 420,2 13,9
Iran 117,6 3,9
Canada 100,0 3,3
The United Kingdom 93,9 3,1
Japan 93,7 3,1
Germany 82,0 2,7
China 80,7 2,7
Saudi Arabia 78,1 2,6
Italy 77,7 2,6
Mexico 67,2 2,2
Total World 3018,7 100,0

Source: British Petroleum.
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Table 3. Export movements by pipeline in 2008 (in billion cubic metres/per cents).

Region/Country Billion cubic meters Share of total
Canada 103,20 17,57
Total North America 130,59 22,24
Bolivia 11,79 2,01
Total South and Central America 13,58 2,31
The Netherlands 55,00 9,37
Norway 92,78 15,80
The Russian Federation 154,41 26,29
Total Europe and Eurasia 349,94 59,59
Qatar 17,10 2,91
Total Middle East 22,90 3,90
Algeria 37,50 6,39
Total Africa 53,43 9,10
Myanmar 8,55 1,46
Total Asia Pacific 16,82 2,86
Total World 587,26 100,00

Source: British Petroleum, own calculations.

Figure 3. Key Natural Gas Exportersin 2008 (in per cents).
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Table 4. Import movements by pipeline in 2008 (in billion cubic metres/per cents).

Region/Country Billion cubic meters Share of total
Canada 104,41 17,78
Total North America 130,59 22,24
Brazil 11,03 1,88
Total South and Central America 13,58 2,31
France 36,66 6,24
Germany 87,10 14,83
Italy 75,31 12,82
Turkey 32,30 5,50
The United Kingdom 35,42 6,03
Total Europe and Eurasia 394,46 67,17
The United Arab Emirates 15,40 2,62
Total Middle East 26,86 4,57
Tunisia 1,25 0,21
Total Africa 4,95 0,84
Thailand 8,55 1,46
Singapore 8,27 1,41
Total Asia Pacific 16,82 2,86
Total World 587,26 100,00

Source: British Petroleum; own calculations.

Figure 4. Key Natural Gas Importersin 2008 (in per cents).
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Figure 5. World Proved Natural Gas Reservesin the EU, 1994 - 2008 (in tcm).
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250 — —
20+++— 4t +H—H H—HHHHHHHHHHH H 7 —
ceBOHHHHHHHAHHHHHAHH H F
[&]
< o0oHHHHHHHHHHHHHKHHKHHKH F
s-HH—H H—HHHHHH—HHHHHHHKHHKHHKH F
0
F & HSHF S H D y & & $ SN
TP IFFTFFSTTFTSTSS S
year
year| 1994] 1995 1996 199F 1998 1999 20Jo0 2001 200203 2 2004 | 2005] 200§ 2007 200
bcm| 205,00 212,1 2354 225|3 2234 2256 232,0 2B2®7,7| 223,6 227,4 211)9 2013 187,5 19

Source: British Petroleum.

92



Figures and Tables

Figure 7. Natural Gas Consumption in the EU, 1994 - 2008 (in bcm).
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Figure 8. Natural Gas Balancein the EU, 1994 - 2008 (in bcm).
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Table 5a Imported Natural Gas Dependence in the EU, 2006 (in per cents)™*.

State Natural Gas Dependency | State Natural Gas Dependency

Dependency from the Dependency from the

Russian Gas Russian Gas

Austria 90,00 78,47 Latvia 110,00 100,00
Belgium 100,00 3,43 Lithuania 100,00 100,00
Bulgaria 90,00 100,00 Luxembourg no data
Cyprus no imports Malta no imports
Czech Rep. 110,00 75,21 Netherlands -60,00 16,02
Denmark -100,00 0,00 Poland 70,00 66,23
Estonia 100,00 100,00 Portugal 100,00 0,00
Finland 100,00 100,00 Romania 30,00 63,20
France 100,00 26,61 Slovakia 100,00 100,00
Germany 80,00 40,22 Slovenia 100,00 50,91
Greece 100,00 100,00 Spain 100,00 0,00
Hungary 80,00 75,98 Sweden 100,00 0,00
Ireland 80,00 0,00 United Kingd. 10,00 0,00
ltaly 90,00 31,96

Source: European Commission Energy and Eni S.;mwin calculations.

Table 5b. Degree of Natural Gas Dependency

0-20%
20-40%
40 - 60 %
60 — 80 %
80 — 100 %

Independent state

less independent state

state with medium dependency
highly dependent state

fully dependent state

% |mport dependencys understood as net imports of a country dividgdthe sum of the gross inland
consumption and bunkers of natural gas carriers&mland consumption covers consumption by tharaht
gas branch itself, distribution and transformatiosses, and final nhon — energy and energy consaomphi

negative dependency raitedicates a net exporter of natural gAsdependency rate in excess of 100 per cents
indicates that natural gas has been stored (defisitwere taken from: “Europe in Figures. Euro3taarbook

2009”  United

Nations  Conference on Trade and Developmen05  Apr., 2010,

<http://epp.eurostat.ec.europa.eu/cache/ITY_OFFRSBID-09-001/EN/KS-CD-09-001-EN.PDF>).
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Figure 9. Russia s Proved Natural Gas Reserves, 1994 - 2008 (in bcm).

tcm

year

1994 199% 1996 199¢ 1998 1999 2000 2001 200203 2 2004 | 2005 200 200y 2008

tem | nfa | nfa | nia| 43,82 435831 4244 4226 42,35 4R&344| 43,26 43,25F 43,27 43,32 43130

Source: British Petroleum.

Figure 10. Russia' s Natural Gas Production, Consumption, Export Volumes, 1994 - 2008 (in

bcm).
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| @ production@ consumptiond export volumes*

1994 | 1995| 1996 1997 1998 1999 20p0 2401 2002 20P304 | 2005| 2006] 2007 2008
prod. 5494 538,84 5443 5167 534,8 5346 528,7 ,5p638,8) 561,4 573,3 580{1 593,8 592,0 6Q1,7
cons. 401,9 407,6 418]2 404,8 408,6 403,6 366,5,636839,9| 353,4 352,8 3660 3615 377,3 341,2
exp.vol.

148,00 131,2 1260 1119 131,2 13,2 16237,7| 198,9 207,% 220,5 2141 232,3 214,7 2205

Source: British Petroleum; own calculations.
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Figure 11. Natural Gas Transmission Networks in Russia, the CIS and Europe.

Gas transmission networks in the CIS and Europe

Source: Gazprom.

96



Figures and Tables

Figure 12. Turkmenistan's Proved Natural Gas Reserves, 1994 - 2008 (in bcm).
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ttm [ n/a | nfa | na| 263 251 243 243 243 2[43 2@43| 2,43| 2,43] 2,43 7,94
Source: British Petroleum.
Figure 13. Turkmenistan’s Natural Gas Production, Consumption, Export VVolumes, 1994 -
2008 (in bcm).
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prod. 32,3| 29,2 31,9 157 120 20|6 435 464 48%85| 52,8| 57,00 60,4 654 66,1
cons. 99 | 78] 97| 98| 10 11j0 122 125 1p9 14®0/| 16,1| 184 21,3 19,0
exp.vol.| 22,4 21,4/ 222 59| 21 97 30,3 339 35®,3| 37,7| 40,9 424 442 47

Source: British Petroleum; own calculations.
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Figure 14. Azerbaijan’'s Natural Gas Proved Reserves, 1994 - 2008 (in bcm).

1.5
e 1
[&]
i 0.5 —’_1_"
0
g %) © A %) O Q & % $) ™ %) © A %)
FELPFSELFFIFTETL LSS
years
year | 1994 1995 1996 1997 1998 1999 2000 2001 20@®3 22004 2005 2006 2007 2008
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Source: British Petroleum.

Figure 15. Azerbaijan’s Natural Gas Production, Consumption, Export Volumes, 1994 - 2008

(in bcm).
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Source: British Petroleum; own calculations.
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Figure 16. Nord Stream. The Planned Pipeline Route.

Source: Nord Stream A. G.
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Figure 17. Maor Pipelines from Russia
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Table 6. Russian Natural Gas Export to Europe: Annual and Daily January Streams — Forecast

for 2020 (in bcm)™>.
Export Routes Ukraine Belarus and Ukraine Belarus and
Poland Poland
Annual Streams [1] [2] [1] [2]
Ukraine 83.000,00 118.000,00 53.000,00 88.000,00
Belarus 35.000,00 - 35.000,00 -
Finland 6.000,00 6.000,00 6.000,00 6.000,00
Blue Stream 16.000,00 16.000,00 16.000,00 16.000,00
Nord Stream 55.000,00 55.000,00 55.000,00 55.000,00
South Stream 30.000,00 30.000,00 30.000,00 30.000,0
Y 225.000,00 225.000,00 195.000,00 195.000,00
Daily Streams [1] [2] [1] [2]
Ukraine 300,00 428,00 200,00 328,00
Belarus 128,00 - 128,00 0,00
Finland 18,00 18,00 18,00 18,00
Blue Stream 53,00 53,00 53,00 53,00
Nord Stream 176,00 176,00 176,00 176,00
South Stream 105,00 105,00 105,00 105,00
Y 780,00 780,00 680,00 680,00
Ukrainian Consumption* 310,00 310,00 310,00 310,00
Transit through Ukraine 300,00 428,00 200,00 328,00
Extraction in Ukraine -59,00 -59,00 -59,00 -59,00
Gas from Ukrainian UGS -220,00 -158,00 -220,00 -58,00
Facilities
Balance 331,00 521,00 231,00 521,00
Deliveries from Russia** 310,00 521,00 207,00 5p1,0
lllegally Gas Takings by 21,00 - 24,00 -

Ukraine

Source: East European Gas Analysis.

135 The variant of conflict between Russia and Ukraiith following minimisation of natural gas transies
foreseen in theolumn “Ukraine”; the variant of conflict between Russia and Bedaaad/or Poland with the
following minimisation of natural gas transit thgfuthese countries was foreseen ind¢bkimn “Belarus and
Poland”. [1] — variant of the maximum export to Europe and Turk2] — realistic variant* - the average
natural gas consumption for the last 10 ye#rs; including fuel gas of compressor stations fansit to Europe
(in the variant of conflict between Russia and lhea
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Table 18. South Stream. The Planned Pipeline Offshore Route.

Lkrainian

continental

UKR

L

Source: East European Gas Analysis.
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Table 19. Competing Gas Pipeline Import Routes from Caspian Region and Middle East into Southern Europe.

Competing Gas Pipeline Import Routes from
Caspian, and Middle East into Southeast Europe
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s South Stream pipeline
= = Nabucco pipefine

Source: IntelliBriefs
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