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Introduction1 
 
The European Union – Russia Energy Dialogue is often presented as a relative 

success story in the otherwise thorny development of relations between Moscow and 
Brussels. Normally, one tends to explain this with the fact that the interests of both sides 
in the sphere of energy complement each other, whereas in other fields a much more 
difficult process of mutual accommodation is required.2 However, a careful look at the 
range of issues discussed in connection with the Energy Dialogue leads to a predictable 
conclusion that the whole exercise is not – and indeed cannot be – limited to finding the 
most efficient ways of delivering energy from Russia to the EU. The very rationale of 
the Energy Dialogue lies in the fact that in order to accommodate both parties’ priorities 
in the field of energy, one needs to address a number of other problems, some of which 
are relatively technical in nature, while others are highly politicized. Moreover, a 
thorough investigation of the structural, technical and political premises and 
implications of the Energy Dialogue makes one believe that they are directly related to 
the very nature of both the European Union and Russia as political projects. The way 
we handle the questions of energy might have significant consequences not only for 
“energy security” of both parties, but also for the entire political structure of Europe. 

This paper aims to unravel some of the wider political implications of Energy 
Dialogue for Russia, the European Union, and Europe as a whole. First of all, it treats 
both the EU and Russia as projects whose nature and role is continually (re)defined in 
political process and which both heavily depend upon, but also have a crucial 
significance for, the way we define “Europe.” The EU-Europe of Brussels-centred 
integration is substantially different from the Russian Europe of sovereign states and 
spheres of influence.3 Secondly, this paper assumes that there is a certain purely 
“economic” role to play for Russia in the context of the Energy Dialogue: it is expected 
to provide Western Europe with stable energy supplies which at the same time must 
also be safe (in environmental and other terms). The central question for the paper, 
which is then developed in a wider perspective, is whether this “economic” role depends 
on any “political” (or may be “cultural”) conditions. My tentative answer is yes, and 
this answer has some far-reaching implications. 

But before addressing the question itself, it should be noted that I by no means 
want to reify the boundaries between the economic and the political, as well as cultural, 

                                                 
1 This paper is a contribution to the project New and Old Russia in the Transition Discourses of Finnish-
Russian Relationships, sponsored by the Academy of Finland and directed by Helena Rytövuori-Apunen 
of the University of Tampere. I am grateful to Pami Aalto (University of Helsinki), coordinator of the 
subproject EU-Russian Energy Dialogue and Environmental Politics: Northern Dimension as an 
Interface, who actually motivated me into writing this piece and provided numerous suggestions and 
criticisms. I would also like to thank the team of the subproject – Eiki Berg, Tatiana Romanova, Stanislav 
Tkachenko, Nina Tynkkynen and Kirsten Westphal – for their comments on the first draft of the paper, 
which was presented at the Annual Conference of the Finnish Society for Russian and East European 
Studies, Tampere, 17–18 March 2005. 
2 Khristenko, Viktor. “Nuzhna li nam integratsia?”, Rossia v globalnoi politike, 2(1), 2004, p. 78. The 
English translation is available at: http://eng.globalaffairs.ru/numbers/6/508.html. See also Arbatov, 
Alexander, Vladimir Feygin, and Victor Smirnov. “Unrelenting Oil Addiction,” Russia in Global Affairs, 
3(2), 2005, p. 151. 
3 For a more detailed analysis of the Russian Europe along these lines, see Morozov, Viatcheslav. 
Inside/Outside: Europe and the Boundaries of Russian Political Community. PONARS Working Paper 
23. Washington, D.C.: Center for Strategic and International Studies, October 2004. URL: 
http://www.csis.org/ruseura/ponars/workingpapers/. 
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realms of social life. The approach of this paper is the approach of political science, 
which is concerned with human agency and the nature of the decision under the 
conditions of indeterminacy, regardless of what the substance of the decision is. 
Therefore, I use the labels “economic” and “political” (henceforth without quotation 
marks) as they are used in political discourse, and this is a matter of convenience rather 
than anything else. The aim is to demonstrate that the discussion on the issues which are 
considered “technical” and “non-political,” and therefore often removed from the sphere 
of public decision-making into the realm of technocratic politics, may have much wider 
consequences than usually thought. It may be said therefore that in some ways, this 
paper is testing some of the premises of modernization theory, i.e. the existence of a 
linkage between economic, social, demographic and political development. In a 
different sense, though, the ambition is to show that the very reliance on modernization 
theory (implicit rather than explicit) makes some political choices more probable than 
others, and thus limits the space for political action. 
 
 
The Post-Enlargement EU: Trapped in the Imperial Logic 

 
The future of the European Union as a political project is these days far from 

being certain. Even regardless of the crisis around the Treaty Establishing a Constitution 
for Europe, there are at least three different directions for European integration to 
proceed, and sometimes one cannot but make the conclusion that the Union is trying to 
go along all the three ways. On the one hand, it is trying to consolidate as a 
(super)nation-state of Westphalian brand, with clear division between the inside and the 
outside and a single sovereign centre governing domestic and foreign policies. This 
trend is evident in the expansion of qualified majority voting, in the efforts to establish a 
common European Security and Defence Policy, in the internal security policies etc. On 
the other hand, the Union is trying to ensure its external security by continuous 
expansion, which makes it possible to describe it as an empire. The governance in this 
model is structured as a series of concentric circles, centred in Brussels and fading 
towards the margins. The best illustration of this model is the policy of enlargement, 
which forces the periphery to accept certain conditions in order to move closer to the 
core. Finally, there is a neomedieval model which allows for power to be dispersed with 
multiple regional centres competing against and/or complementing each other 
depending on the issue in question. This metaphor arguably was behind the Northern 
Dimension initiative, which aimed at opening new political spaces stretching over, but 
not breaking, the existing boundaries of national and other communities.4 

All the three images have been relevant for the Union’s relations with Russia. In 
accordance with the Westphalian logic, Russia is certainly perceived as a source of 
possible threats, which are to be warded off with such means as visa regime, border 
controls, cooperation with the Russian authorities in fighting organized crime, financial 
aid for environmental projects etc. The imperial way of thinking, on the contrary, 
presupposes that Russia is to be slowly but steadily involved in the concentric circles of 
integration and offered incentives to move from the periphery to the core by fulfilling 
certain conditions, with a view of “normalizing” or “Europeanizing” the country and 
                                                 
4 Browning, Christopher S. “Westphalian, Imperial, Neomedieval: The Geopolitics of Europe and the 
Role of the North,” in Christopher S. Browning (ed.) Remaking Europe in the Margins: Northern Europe 
after the Enlargements. Aldershot: Ashgate, 2005, pp. 85–101. 
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thus making it part of the continuous European political space with the centre in 
Brussels. Christopher S. Browning has demonstrated the paradoxical nature of the EU’s 
attempts to combine these two different logics in its policy towards Kaliningrad.5 The 
European Neighbourhood Policy (ENP) has been developed as a possible way out of 
this dead end after the 2004 enlargement, when it became clear that such new 
neighbours as Turkey, Ukraine, Belarus, Moldova can hardly be expected to join the EU 
in the foreseeable future.6 However, in the end Brussels failed to offer a radically new 
approach, and the same logic of conditionality continued to apply not only to Bulgaria 
and Romania or Croatia and Macedonia, but even to those states which cannot hope to 
become members any time soon, and for whom the incentives to focus efforts on 
meeting the EU conditions for moving closer to the core are therefore rather low.7 

Although Russia officially is not part of the ENP, in practice the same logic of 
conditionality is applied to EU’s relations with Moscow and to cross-border cooperation 
with the adjacent Russian regions. As Dmitry Danilov of the Institute of Europe notes 
with disappointment, “Brussels still seeks to apply to Russia its own integrationist logic, 
which implies a steady adoption [by Russia] of the EU’s standards, norms and policy.”8 
Next sections of this paper will demonstrate that the same logic of conditionality works 
in the case of the EU–Russia Energy Dialogue, although the specific nature of the field 
modifies its application to a significant degree. It will be argued, then, that this logic is 
doomed to failure when applied to Russia in general, and that its chances for success in 
the energy field are fewer than in other areas. It is often argued that the neomedieval 
logic could be the best way out of this predicament, but its application to EU–Russia 
relations, as shown in the final section, will require a significant transformation of the 
ways in which Europe is conceptualized both in Moscow and in Brussels. 
 
 
EU Energy Dependency and Security of Supplies: the Role for Russia 

 
One would not fall wide off the mark arguing that the European logic of 

conditionality is implicitly based on the premises of modernization theory. The first 
official policy paper on ENP maintained, for instance, that “regional and subregional 
cooperation and integration […] are preconditions for political stability, economic 
development and the reduction of poverty and social divisions.”9 In general, the firm 
belief that by consistently and simultaneously widening and deepening integration, the 
European states will be able to leave behind the legacy of mutual hostility which has 
informed European history for many centuries in the past, lies at the core of the 

                                                 
5 Browning, Christopher S. “The Internal/External Security Paradox and the Reconstruction of 
Boundaries in the Baltic: The Case of Kaliningrad,” Alternatives, 28(5), 2003, pp.545–581. 
6 Tassinari, Fabrizio. Security, Integration in the EU Neighbourhood: The Case for Regionalism. CEPS 
Working Document no.226, July 2005. Available online at: www.ceps.be. 
7 Joenniemi, Pertti, and Christopher S. Browning. Discourses on Centrality and Marginality: The 
European Neighbourhood Policy and Finnish Options of Europe-Making. Paper presented at the VII 
World Congress of ICCEES, Berlin, 25–30 July 2005. 
8 Danilov, Dmitrii. “Dorozhnye karty, vedushchie v nikuda,” Nezavisimaya gazeta, 24 May 2005. 
Available online at: http://www.ng.ru/ideas/2005-05-24/10_karty.html. 
9 Commission of the European Communities. Wider Europe – Neighbourhood: A New Framework for 
Relations with our Eastern and Southern Neighbours. Communication from the Commission to the 
Council and the European Parliament. COM (2003) 104 final, 11 March 2003, p. 3. 
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European Union identity discourse.10 Leaving the past behind by adopting the acquis 
has also been the key idea behind the EU’s attempts to deal with the legacy of Cold 
War. It is easy to note that it is based on that very idea of a linkage between the 
“economic” and the “political” which forms the essence of modernization theory.  

It is hardly surprising therefore that this idea of linkage, lying so deep at the core 
of the EU as a political project, has been also applied to a somewhat different agenda of 
the Energy Dialogue. The main driving force for the EU’s involvement in the process is 
of course not the concern with “political stability” or the desire to overcome “divisions 
in Europe,” but rather the need to ensure long-term security of energy supply. European 
Union’s Green Paper on Energy Security, published in November 2000, argued that, if 
the current developments were to continue, the Union’s dependency on imported energy 
will grow to 70% by 2020–2030, as opposed to the current 50%.11 Geographical 
distribution of supply was also a reason for concern, especially in the oil field, where 
76% of demand was met from external sources. The paper emphasized that in the long 
term geographic diversification would not be feasible, since the world’s remaining oil 
reserves will be increasingly concentrated in the Middle East (Saudi Arabia, Iran, Iraq, 
United Arab Emirates, Kuwait and Qatar).12 In the gas sector, a new dependency was 
predicted, as both the internal demand and the prices were expected to grow, while the 
external supply of gas greatly depended on Russia (41%) and Algeria (almost 30%). 
The paper thus maintained that geographic diversification of supply was highly 
desirable, particularly through reliance on liquefied natural gas.13 On the other hand, the 
paper described a greater dependence on Russia for gas supplies as “inevitable” in view 
of the fact that about one-third of world reserves were located in that country.14 Noting 
that “gas supplies from the Soviet Union, and then Russia, over the last 25 years is 
testimony to an exemplary stability,” the document stressed the need for a long term 
strategy in the framework of a partnership with Russia.15 

According to some informal reports, an informal agreement was reached at the 
Feira European Council in 2000 to decouple the EU–Russia Energy Dialogue from 
political conditionality usually applicable to the Union’s relations with Russia. 
However, this agreement seems to have referred only to “openly” political issues such 
as Chechnya or the freedom of the media. The strategic vision of the EU’s relations 
with Russia in the energy sector, as expressed in the Commission’s Communication of 
December 2004, still was firmly grounded in the belief that the only way to ensure 
stability of supplies on the part of Russia was to spread the principles of the EU internal 
market beyond the Union’s borders.16 Even at the earlier stages of Energy Dialogue, 
                                                 
10 Wæver, Ole. The Temporal Structure of European Security Identity. Paper Presented at the 
International Studies Association Annual Convention, Honolulu, HI, 2005. Available online at: 
http://www.isanet.org/archive.html. 
11 Commission of the European Communities. Towards a European Strategy for the Security of Energy 
Supply. Green Paper. COM (2000) 769 final, 29 November 2000, p. 21. 
12 Ibid., p. 22. 
13 Ibid., p. 41. 
14 Moreover, Russia’s export capacity, measured as difference between the reserves and internal 
consumption, is greater than that of the Middle East, Africa, Central and South America together: 
Simonia, Nodari. “The West’s Energy Security and the Role for Russia,” Russia in Global Affairs, 2(3), 
2004, pp. 102–103. 
15 Commission of the European Communities. Towards a European Strategy for the Security of Energy 
Supply, p. 40. 
16 Commission of the European Communities. The Energy Dialogue between the European Union and the 
Russian Federation between 2000 and 2004.  Communication from the Commission to the Council and 
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however, this idea seems to have informed the way of thinking in Brussels. It is 
arguably this approach that lies behind the EU priorities put together in the first 
Synthesis Report on the EU–Russia Energy Dialogue, presented by Deputy Prime 
Minister Victor Khristenko and Director General François Lamoureux in 
September 2001. They were the reform of the Russian natural monopolies, 
improvement of investment climate, market opening, access of foreign companies to 
exploration, production and transportation of energy resources, security of transport 
networks (including transit), and improved energy efficiency. Among the long term 
goals special emphasis was laid on cooperation in the field of climate change (a major 
concern put forward in the Green Paper) and on increasing energy efficiency by, in 
particular, more extensive use of renewable energy sources.17 

One should also not forget about another instrument that the European Union 
has tried to put to use in its attempts to achieve the above goals – the Energy Charter 
Treaty, signed in 1994, and its Transit Protocol. The treaty imposes certain obligations 
on participating states as regards investment and trade in energy, and in particular 
stipulates that all signatories are to ensure transit of energy from third parties including 
in the event of a conflict with one of the parties.18 Russia signed the Treaty but never 
ratified it, and in April 2004 it was removed from the State Duma’s agenda as “flatly 
contradicting national interests of Russia” and “being imposed on Russia” from 
outside.19 This was of course greeted with delight by Gazprom. 

The logic behind all these measures is clear: the EU is trying to put up with the 
fact that it will depend on energy imports for decades to come, and to develop a stable 
relationship with Russia as arguably the most reliable supplier. At the same time, it is 
assumed that the reliability of the Russian supplies will increase with the 
demonopolization and internationalization of its energy sector. Growing number of 
actors in the energy production and export will, according to this way of reasoning, 
mean fewer chances for the creation of price cartels and for the intervention of non-
economic factors (such as the state putting pressure on energy companies to restrict 
supplies or increase prices for the sake of some geopolitical goals). Larger foreign direct 
investment in the energy sector is likely not only to make oil and gas companies more 
responsive to EU concerns, but also to generate additional flow of capital into the 
exploration and development of new stocks. Increased energy efficiency of domestic 
economy can reduce the growth in domestic demand for energy, which will mean more 
oil and gas available for export. Finally, by developing and ensuring equal access to 
transport infrastructure the EU will further diversify its supplies geographically, as this 
will make energy resources of Central Asia and the Caspian available on the European 
market through the Russian pipelines. 

It is hardly possible to say that all these considerations are irrelevant for the EU, 
which is striving to overcome the relative inefficiency of its economy as compared to 
                                                                                                                                               
the European Parliament. COM(2004) 777 final, 13 December 2004. Cf. Romanova, Tatiana. Energy 
Dialogue from Strategic Partnership to the Regional Level of Northern Dimension. Paper presented at the 
Annual Conference of the Finnish Society for Russian and East European Studies, Tampere, 17–
18 March 2005. 
17 For a brief summary of EU demands and Russian reactions, see e.g. Evropeiskie zaprosy,” Neft’ Rossii, 
2004, 20 February. 
18 Peters, Susanne. “Courting Future Resource Conflict: The Shortcomings of Western Response 
Strategies to New Energy Vulnerabilities,” Energy Exploration & Exploitation, 23(1), 2003, p. 37. 
19 Chairman of the Duma Committee on Energy, Transport and Communications Valery Yazev, as quoted 
by ABN on 23 April 2004, see http://www.gazo.ru/ru/main/news/news_current.shtml?2004/04//420.html. 
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the US and the fastest-growing Asian countries, which requires curbing the growing 
energy spending. At the same time, there is a number of arguments against, as Susanne 
Peters put it, “putting all eggs into Russian basket.”20 One of the major concerns is the 
disparity between production capacity and export commitments. The West Siberian gas 
fields are expected to be largely exhausted by 2015, while the new proven reserves are 
located mostly in offshore fields in the Barents Sea and at the Yamal Peninsula. At least 
some experts express doubts as to the efficiency of investment into the development of 
those fields. As regards the East Siberian and Far Eastern fields, there is a strong 
argument in favour of exporting their oil and gas in the Eastern direction – to China, 
Japan and the US.21 Another factor is the growing domestic demand, which, if the 
ambitious goals of President Putin as regards economic growth are even partially met, 
can consume whatever increase in production that might be achieved in the next 
decade.22 Investment in the exploration of prospective new oil fields, as opposed to 
developing the existing ones, remains at dangerously low levels. According to some 
estimates, Russia will need about $140bn of new investment between 2000 and 2020 to 
keep oil output increasing – a huge figure if compared with a total of $3.6bn of FDI in 
the Russian oil sector in the 1990s.23 Cooperation with Central Asian countries in the 
field of transit is for the most part aimed at selling their gas at the Russian domestic 
market, in order to make additional stocks available for export.24 As Juhani Laurila 
bluntly put it, “[s]ubstantial financing will be necessary to mobilize Russian energy 
resources, and their abundance is illusory.”25 Thus, in spite of the much-quoted fact that 
the Soviet Union/Russia has been the most reliable supplier of energy for the last 30 
years, there still are some doubts as regards its ability to remain equally faithful in the 
future. 

At least in part, these are technical issues which are already addressed by the 
EU. Russia could significantly increase its export of energy by freeing additional 
resources at the domestic market, first of all through energy saving measures. Energy 
efficiency of the Russian economy is rather low, but an encouraging sigh is the increase 
of energy efficiency, which is growing faster than in the post-industrial West.26 Energy 
efficiency figures prominently among the priorities of the Energy Strategy approved by 
the Russian government.27 Energy Dialogue addresses the issue by, inter alia, promoting 
Tacis-sponsored pilot projects in Archangelsk, Astrakhan and Kaliningrad.28  

One may thus argue that the EU has addressed the issue of energy savings in its 
dealings with Russia, and that even if one may recommend greater effort in this 
direction, strategically the policy is the right one. There are, however, spheres where 
one may locate even more crucial problems related to the strategic goals of Energy 

                                                 
20 Peters, “Courting Future Resource Conflict,” p. 36. 
21 Arbatov et al., p. 152. 
22 Peters, “Courting Future Resource Conflict,” p. 38–39. 
23 Jaffe, Amy Myers, and Robert A. Manning. “Russia, Energy and the West,” Survival, 43(2), Summer 
2001, p. 148.  
24 Peters, Susanne. “Courting Future Resource Conflict,” p. 38–39. 
25 Laurila, Juhani. “Transit Transport Between the European Union and Russia in Light of Russian 
Geopolitics and Economics,” Emerging Markets Finance and Trade, 39(5), 2003, p. 29. 
26 Arbatov et al., p. 147. 
27 Energeticheskaya strategiya Rossii na period to 2020 goda. Utverzhdena rasporiazheniem Pravitel’stva 
Rossiiskoi Federatsii ot 28 avgusta 2003 g. № 1234-r 
28 “S pritselom na prochnoe partnerstvo,” Dialogue, Special Issue for the Russia-EU Summit, St. 
Petersburg, May-June 2003. 
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Dialogue and even perhaps to the overall vision of the future relations between Russia 
and the EU. The starting point here is the problem of foreign investment in the energy 
sector. Both sides seem to agree on the importance of FDI for the development of 
Russia’s production and export capacity. Russia puts more emphasis on the need for 
investment as such, while the EU tends to underscore the importance of improving 
investment climate. This difference can look as a mere question of emphasis, but if one 
considers the approach of both parties more carefully and in view of the recent political 
developments in Russia, one may come to the conclusion that the disagreement is more 
serious than it appears at first glance. 
 
 
Investment and Interdependence vs. Strategic Control and Geopolitics: A Russian 
Dilemma 

 
Some authors have argued that “[a] long-term steady and growing energy 

partnership with Europe will give Russia a stake in the EU’s future, provide a means to 
transform Russia’s economy, and perhaps begin to foster a sense of connection with a 
steadily expanding definition of Europe, if not one of association with the EU as a 
security community.”29 The statements to the effect that deeper cooperation with the EU 
can enable Russia to introduce “new standards of quality and governance” are made by 
such prominent figures as Deputy Prime Minister Viktor Khristenko,30 while Dmitry 
Danilov maintains that a new strategic vision of the relationship could actualize “the 
potential of Russia’s social and economic development and democratic modernization.” 
31 All that can be perfectly true, but the validity of this argument hinges on a number of 
factors, ranging from pragmatic calculations to identity politics. The incentives for 
Russia to accept the acquis as the only basis for the development of an integrated 
energy market and as a condition for its possible rapprochement with the EU depend in 
the end on the possibility to create a shared identity between Russia and Western 
Europe. So far, the impression is that both parties see each other as two separate entities 
who are destined by geopolitics to compete against each other, with this competition at 
times turning hostile. While energy dialogue represents a field where open hostility is 
seldom observed, it is nevertheless interpreted both in the EU and in Russia as a zero-
sum game, where a gain for one party necessarily means a corresponding loss for the 
other, and where any concession can therefore be considered on the basis of strict 
reciprocity. Unlike in the case of Central and East European countries (CEECs) which 
do not see their future outside the European structures, Russia perceives itself as a 
centre on its own and therefore would like to advance a distinct agenda. Very much like 
the EU, Russia as a political project is being increasingly conceived of as an empire 
with the centre in Moscow and the sphere of influence stretching all over the post-
Soviet space.32 Contrary to the EU’s logic of conditionality, Danilov notes, “Moscow 
prefers to speak about cooperation on equal terms, about a two-way street.”33 Being 
                                                 
29 Jaffe, Amy Myers, and Robert A. Manning. “Russia, Energy and the West,” p. 146. 
30 Khristenko, op. cit., p. 78. 
31 Danilov, op. cit. See also Arbatov et al., pp. 152–155. 
32 For a more thorough discussion of Russia’s new imperialism, see Morozov, Viatcheslav. “New 
Borderlines in a United Europe: Democracy, Imperialism and the Copenhagen Criteria,” Russia’s North 
West and the European Union: a Playground for Innovations, Nizhny Novgorod: Nizhny Novgorod State 
University Press, forthcoming 2005. 
33 Danilov, op. cit. 
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confronted with the tough position of the EU bureaucracy, which refuses to consider 
any proposal about “special relationship” with Russia or any other way of recognizing 
Russia’s role as an independent power in the new Europe, Moscow reacts by using all 
means – real or imaginary – of insisting on its independent position and influencing the 
pan-European developments.  

The field of energy provides plenty of opportunities for this type of political 
games. The Energy Dialogue is unfolding under the conditions of scarcity: energy 
becomes more and more valuable resource on the global scale. Policy-makers and 
economic agents all over the world become increasingly aware of the fact that oil and 
gas are limited and exhaustible resources, which makes competition for them more and 
more acute. Besides, as it has been already pointed out, Russia cannot significantly 
increase production in the nearest future because of the lack of easily accessible new 
stocks and transportation bottlenecks. There are alternative buyers who can, potentially 
at least, offer significant rewards for redirecting the transport infrastructure away from 
Western Europe. These rewards go far beyond economic factors such as investment: 
thus, the US treats Russia as one of the major partners in the antiterrorist coalition, 
Japan could potentially offer better conditions for the territorial settlement, while China 
is a key member of the Shanghai Cooperation Organization and part of the geopolitical 
designs cherished by the Russian political elite. It all means that in the framework of the 
Energy Dialogue Russia has a significant space for action, and can therefore promote its 
own political agenda. This, however, involves the need to control domestic energy 
sector in such a way that would enable the government to use energy as a tool for 
achieving foreign policy ends. 

It is well known that the Russian government, at least in the economic field, can 
hardly be described as a unitary actor with a solid and coherent agenda. The cabinet, as 
well as some of the key ministries, are divided into liberals and proponents of economic 
nationalism, and the whole history of Russian reforms, including the most recent ones, 
abounds with contradictory steps and declarations. Nevertheless, as we near the middle 
of President Putin’s second term in office, it becomes increasingly evident that the 
liberal reform projects make no headway, whereas economic nationalist agenda 
becomes increasingly prominent. The plans to reform Gazprom in order to introduce 
competition at the highly monopolised gas market have been largely abandoned: as 
stated by President Putin at the meeting with German Chancellor Gerhard Schröder in 
2004, “[w]e intend to preserve state control over the gas pipeline system and we will not 
divide Gazprom.”34 Russia–EU agreement on WTO entry stipulates that the export 
monopoly of Gazprom is to be preserved, while the only concessions on Russia’s part 
consisted in the pledge to gradually raise internal gas prices and to guarantee trunk 
pipeline access to all internal producers.35 While the discussions on the reform in the 
electricity sector look more up to the point, they also remain largely to be put into 
practice. At the same time, the Yukos affair and its follow-up, in spite of all remaining 
uncertainty as to its actual motives and driving forces, has demonstrated beyond doubt 
that the Russian government is determined to strengthen its control over the strategic 
energy production and export. One may argue at length about the effectiveness of this 
approach as well as the means used to establish control over the company, but one could 
hardly doubt that this approach is difficult to reconcile with attracting new FDI. Even 
                                                 
34 “Gazprom delit’ ne budem,” Gazovaia promyshlennost’, 2004, 1 August. 
35 See also: Smirnov, Konstantin, and Sergei Minaev. “Evorsoyuz kupilsia na rossiiskii gaz,” 
Kommersant, 24 May 2004, p. 10. 
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investors who are, in principle, interested only in dividends and do not envisage 
establishing control over companies whose stock they acquire, are probably unlikely to 
risk their money investing into a sector heavily controlled by the government, which in 
the end can force private companies to act against their economic interest. 

A further confirmation of the fact that Russian government is ready to sacrifice 
attracting FDI for the sake of establishing more solid control over the natural resource 
sector is the statement by the Natural Resources Minister Yurii Trutnev on 10 February 
2005 that foreign companies will not be allowed to participate this year in bidding to 
develop major Russian mineral deposits,36 even though it was followed by a much 
milder bill introduced by the Cabinet, which limits access of foreign companies only to 
6 “strategic” deposits.37 Moscow may feel even more confident implementing these 
plans in view of the fact that the recent developments, as it seems, have not discouraged 
India’s state-owned Oil and Gas Corporation from its bid to acquire a 15-20% stake in 
Yuganskneftegaz, while another 20% stake was offered to China’s National Petroleum 
Corporation.38  

It seems that Russia feels much more comfortable selling parts of its energy 
sector to state-owned companies from India and China, than to private western 
investors. This is, again, a question of identities and perceptions: Eurasianist ideology is  
still quite popular among the Russian political elites, and therefore western ownership is 
perceived as a potential threat to Russia’s economic security. Even if President Putin 
apparently cannot be described as an enthusiastic supporter of Eurasianism, his policy is 
still clearly motivated by the idea of a balance between Europe and Asia.39 The Indian 
and Chinese counterparts, in addition, are not perceived as capable of “serious” 
expansion into the Russian market, and the fact of their potential investors being state-
owned enterprises makes them even more predictable in the eyes of the Russian 
decision-makers. 

Increasing involvement by the state into energy sector management cannot but 
reduce Russia’s credibility as energy supplier for the EU. One can, of course, dream up 
a situation in which the Russian government will use its leverage over the energy sector 
in order to induce Russian companies to cater for the urgent needs of their European 
customers, especially in the case of a major price surge or supply crisis, or both. 
Chancellor Schröder, for instance, presents his personal relationship with President 
Putin as a guarantee for the stability of energy supplies. The opposite scenario of Russia 
using energy as a tool to pressurise the its western partners over some contested 
political issue is however at least equally plausible. This is recognized both in Brussels 
and Washington: as Nikolai Zlobin puts it, “the U.S. is not interested in the ‘energy 
switch’ becoming the key and, most importantly, unpredictable element of Russia’s 
foreign policy toward former Soviet republics and other countries.”40 Keith C. Smith 
goes as far as to say that “[t]he U.S. government and the EU should stop and reconsider 
the costs […] of their rush to secure additional oil and gas supplies from Russia,” and 
“collaborate […] to counter Russian energy policies that threaten the consolidation of 
                                                 
36 Radio Free Europe / Radio Liberty Newsline, part I, vol. 9, no. 29, 11 February 2005. 
37 Radio Free Europe / Radio Liberty Newsline, part I, vol. 9, no. 52, 18 March 2005. 
38 Radio Free Europe / Radio Liberty Newsline, part I, vol. 9, no. 35, 23 February 2005. 
39 A detailed analysis of this balancing endeavour during the first two years of Putin’s presidency may be 
found in: Black, J. L. Vladimir Putin and the New World Order. Looking East, Looking West? Lanham 
etc.: Rowman & Littlefield, 2004. 
40 Zlobin, Nikolai. “Limited Possibilities and Possible Limitations. Russia and the U.S.: What’s Next?”, 
Russia in Global Affairs, 3(1), 2005, p. 219. 
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democracy and free markets in Poland, Ukraine, Estonia, Latvia, and Lithuania.”41 The 
fact that Russia is becoming increasingly interested in restoring its influence in the post-
Soviet space, and that it perceives the West and in particular the EU as its main 
competitor in this area makes it more realistic to expect a more antagonistic approach on 
the part of Moscow. In the early and mid-1990s, Russia has already used supply cuts to 
Ukraine to advance such demands as Ukraine ceding full control over the Black Sea 
fleet or joining the customs union with Russia and several other CIS states.42  

Short-term oil supply interruptions are technically less possible than gas or 
electricity cuts, but there are other mechanisms bringing energy monopoly into play. 
Geopolitical concerns were the main factor behind the decision to build the Baltic Oil 
Pipeline System (BOPS) bypassing the Baltic ports and Finland. The cost of the first 
two phases of the project was estimated at 3–5 billion US dollars, whereas a similar 
extension of transport capacity could have been attained through investing ten times less 
in the development of the transit route through Ventspils, Latvia. In addition, the latter 
option could have been supported by the World Bank, the European Bank for 
Reconstruction and Development, and Tacis.43 Additional evidence in favour of the 
argument that economic efficiency was in this case sacrificed to geopolitical concerns is 
that Russia has foregone some of the profits which could have resulted from the high oil 
prices by never resuming pumping oil to Ventspils, even while the BOPS was unable to 
transport all the oil available for export.44 The threats to cut electricity supplies were 
used against Georgia and Moldova as late as in March 2005. In Georgia’s case, these 
threats were voiced by some of the Duma deputies in response to the Georgian demands 
to withdraw Russian military bases.45 Moldova came under fire as a result of the 
detention by the Moldovan authorities of Valery Pasat, former Moldovan defence 
minister and advisor to Unified Energy Systems head Anatoly Chubais.46 Moscow’s 
persistence in advancing the North European Gas Pipeline project is also to a large 
extent explained by the desire to decrease Russia’s dependence on the transit states (first 
of all, Ukraine, Belarus and Poland) and thus perhaps to acquire an additional tool for 
pressurising them for geopolitical ends. Its estimated cost is three to four times higher 
than building another pipeline along the existing Yamal I route through Poland.47 

Last but not least, the monopolization of the energy sector is a source of anxiety 
for Russia’s neighbours in the light of the linkage between democracy and security, 
firmly established in the western discourse: undemocratic states are expected to threaten 
global security and stability. Democracy, in turn, can fall victim of economic 
monopolization – at least the example of Venezuela, according to Ariel Cohen, proves 
this point.48 The takeover of Vladimir Gusinsky’s Media-Most holding by Gazprom in 
2002 sets a very disturbing precedent of using the resources accumulated by the energy 

                                                 
41 Smith, Keith C. Russian Energy Politics in the Baltics, Poland, and Ukraine. A New Stealth 
Imperialism? Washington: Center for Strategic and International Studies, 2004, pp. 75–76. 
42 Ibid., p. 47. 
43 Laurila, op. cit., p. 46, 53. 
44 Smith, op. cit., pp. 45–46. 
45 Sobina, Aleksandr. “Yankee tostuiut,” Tribuna, 12 March 2005. 
46 The possibility to cut power supplies to Moldova was mentioned, for instance, by Deputy Director of 
the Institute of the CIS Vladimir Romanenko in a live interview with the BBC Russian service. Utro na 
BBC, 14 March 2005. 
47 Smith, op. cit., pp. 17–18. 
48 Cohen, Ariel. “Venesuela: model’ v miniature,” Rossia v globalnoi politike, 3(1), 2005, pp. 178–184. 
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sector to establish state control over independent media.49 But after all, one does not 
even have to prove that Russia is likely to use the monopolized energy sector to 
pressurize its neighbours: given the burden of history in mutual relations and the lack of 
transparency in corporate management, the very fact of monopolization provides an 
additional argument against the Russian transit and investment in the transport 
infrastructure in the CEECs, and this argument seems to have currency far beyond the 
area.50 

The net outcome of the whole process is that by insisting on the principle of 
conditionality under the current conditions, the EU is leaving Russia with little choice – 
it has to give up its self-image of an independent sovereign power and to integrate into 
the single market, or to consolidate political control over its energy sector. It is hardly 
surprising that Russian policy-makers choose the latter option. One may call their logic 
flawed, but firstly, it is no more flawed than that of the EU bureaucracy, and secondly, 
and most importantly, any discursive transformation which could make the Russians 
more receptive to the appeal of the European integration project, would require some 
sort of reciprocal move on the part of the West Europeans. As always, it takes two to 
tango. 
 
Depolitization Underway? 

 
At the same time, it is remarkable that Energy Dialogue, unlike many other joint 

projects between Russia and the European Union, continues to function and even 
reportedly brings some concrete results. There is, however, a cost – at least for the EU. 
Energy Dialogue becomes more and more technocratic, concentrated on the issues like 
market access, market share, infrastructure development, amount of supply etc. The EU 
has agreed to decoupling of WTO entry talks and Energy Charter Treaty ratification, 
which has resulted in the latter being delayed indefinitely. The agreement with the EU 
on WTO entry in the end does not envisage any obligations on Russia’s part as regards 
gas transit from the third countries. In general, what seems to have been almost 
completely disregarded in the process s the possibility to use Energy Dialogue as a 
means of promoting further economic reform in Russia and bringing it closer to the EU-
Europe. 

One may argue that the Russian policy makers have proven to be more skilful 
than their European Union counterparts. Moscow has succeeded in advancing a more 
technocratic agenda and finally letting it dominate the entire process. It is, however, 
clear from the above discussion that this apparent depolitization in effect has its own 
political agenda. There are some crucial elements of the initial design that are almost 
completely missing in the current process. As pointed out above, some progress has 
been achieved on energy saving projects, but since energy saving is as much a cultural 
as a technological thing, one can hardly expect the pilot projects to become widespread 
practice without making this an issue in the public debate. This is not the case, and both 
the Russian government and the European Union appear to ignore this side of the 
problem. Liberalization and legal approximation with the EU are certainly not in the 
interest of the Russian monopolies, and it is therefore understandable why Moscow is 
trying to avoid a pointed dialogue with the EU on these issues. What is not as obvious is 
                                                 
49 Smith, op. cit., p. 20. 
50 The most comprehensive statement of this argument can be found in an analytical report by a US 
diplomat and researcher: Smith, op. cit. 
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whether, in the long run, this strategy will be beneficial to Russian economy as a whole 
and to the people of Russia. Ignoring the political dimension of such “technical” and 
“purely economic” issues as those discussed in the framework of the Energy Dialogue is 
in itself a political decision which has serious consequences for the future of Russia and 
of Europe as a whole. 

However hard the Russian government tries to increase its action capacity in the 
field of the Energy Dialogue, this space will necessarily remain limited structurally as 
well as temporarily. In structural terms, one can hardly escape the fact that the EU is by 
far Russia’s main trading partner, with more than half of the Russian exports going to 
the single European market. It is true that the lion’s share of these exports consists of 
raw materials, including energy, for which Western Europe has no substitutes, but this 
huge percentage nevertheless provides Brussels with a chance to counter any unfriendly 
measure which might hypothetically be taken by Moscow in the energy sector. The 
temporal limitation is less visible but more radical: oil and gas stocks will sooner or 
later come to an end, while the high price of carbohydrates stimulates the development 
of new technologies which will sooner or later provide an economically sustainable 
alternative to fossil fuels. Thus, precious time is wasted – instead of using the EU as a 
possible source of new technologies, Russia is overexploiting its antiquated energy 
sector to increase its geopolitical profile. 

Most frustrating, however, are the wider political implications of the current 
modality of relations between Russia and the EU. The European Union and Russia are 
constituting themselves and each other as two competing, and potentially hostile, 
geopolitical subjects. The positive image of the EU, so common for the Russian 
discourse of the mid-1990s, is melting into the undifferentiated figure of the West as the 
eternal adversary. Conversely, the European discourse (as well as the western one, 
generally speaking), is recreating the Cold War descriptions of Russia as an inherently 
authoritarian state, which looms large in the backyard of Europe as a relic of its 
undemocratic and militaristic past.51 Instead of a “Europe whole and free” we end up in 
a situation where Europe is split into two, very much like in the times of the iron 
curtain. 

Some authors have suggested that the way out of this dead end must be thought 
along the lines of the neomedieval model, which envisages a Europe of empowered 
regions, multiple identities, and overlapping political spaces.52 It is, however, pretty 
obvious at this stage that the Northern Dimension initiative, which is usually cited as an 
example of this approach, has been marginalized in the pan-European political 
discourse. The economic potential of the Northern Dimension is quite substantial, but, 
as in many other energy-related fields, it is heavily dependent on mutual understanding 
in the political field.53 As already mentioned, the EU bureaucracy has tried to develop 
the ENP as a solution to the internal/external security paradox, but failed to come up 
with anything really innovative. The Russian decision-makers, too, remain locked in the 
Westphalian understanding of Europe and unable to grasp the opportunities offered by 
the fundamental transformation of European political landscape after the end of the 

                                                 
51 See Morozov, Viatcheslav. “O kovarstve Zapada i ego razoblachiteliah: vneshnepoliticheskaya mysl’ i 
samoizoliatsia Rossii,” Neprikosnovennyi zapas, no. 4(43), 2005 (forthcoming). 
52 Joenniemi and Browning, “Discourses on Centrality and Marginality”. 
53 Lausala, Tero. “The Role of Energy in the Northern Dimension,” in L. Heininen (ed.) Northern Borders 
and Security – Dimensions for Regional Cooperation and Interdependence, Turku: Turku School of 
Economics and Business Administration, 2002, esp. p. 207. 
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Cold War. Even when the important advantages of the deeper cooperation with the EU, 
in all fields including energy, are recognized, they are interpreted in accordance with the 
zero-sum game logic, which makes any “concession” look as a net damage for Russia’s 
national security. Another effect of the Westphalian approach to Europe is that Russian 
policy-makers and diplomats prefer to deal with the European “great powers” 
(Germany, France, Britain) and, bilaterally, with the EU as a whole, while the 
“periphery” attracts very little attention. This is obviously one of the reasons why 
Russia has never been really willing to engage with the Northern Dimension initiative.54 
An additional explanation here, and in the field of the Energy Dialogue more 
specifically, is that the Russian political system remains tuned to maximizing short-term 
outcomes, while the long-term goals, be it the search for new technologies or doing 
away with the legacy of Cold War, remain behind the horizon.  

What follows from this analysis is that it is up to the peripheries themselves to 
mobilize and create alliances in favour of a less centralized and more open Europe. 
Joenniemi and Browning argue, in particular, that Finland should be interested in 
remaining a supporter of the Northern Dimension or similar approaches to regional 
cooperation in the European North,55 and it has, indeed, been especially keen on 
promoting cross-border cooperation with Russia, including in the areas of energy and 
environment.56 There are some hopes that the regions of the Russian North West, in 
particular St. Petersburg, might possess the resources necessary for challenging the 
monopoly of the federal centre without necessarily questioning the territorial integrity 
of Russia.57 This can be also relevant in the context of the Energy Dialogue, as the 
Baltic Sea region is a major outlet for Russia’s energy exports to the EU, and also the 
site of multiple controversies around the distribution of export flows and their safety. 
Russia is refusing to use Latvian ports for oil shipments citing violations of the rights of 
the Russian speakers as the reason, Finland is worried about the environmental impact 
of the intensifying tanker traffic in the Gulf of Finland, Estonia is refusing to buy 
Russian shale oil because of the Kyoto obligations, which threatens to plunge some of 
the neighbouring districts of the Leningrad oblast into depression, the North European 
Gas Pipeline under the Baltic Sea also has clear political implications – these are only 
the most visible issues where “politics” intervenes with “economics” in the European 
North. This conflict potential can and must be considered as constraining in some 
respects, but empowering in others, because the multiplicity of conflicts with their 
multiple dimensions – local, regional, pan-European – opens up numerous possibilities 
for creating new alliances on the basis of new identities. Centralization of the Russian 
political system under President Putin might have deprived the regional authorities of 
real political sway, but the “vertical of power” can hardly be expected to address all the 
local issues which may be insignificant for the centre but greatly influence the life 
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chances of the local population. This strategy, however, requires going far beyond the 
narrow field of energy into much wider political landscape. 
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