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ABSTRACT

THE ROLE OF ENERGY RESOURCES OIL AND GAS IN
STRENGTHENING RUSSIA, AFTER THE FALL OF SOVIET
UNION.

HEMIN KARIM MOHAMMED KAKI

This study explains the role of energy resources especially oil and natural
gas in strengthening Russia after the fall of Soviet Union, how natural gas and oil
have helped Russia’s economy to develop and how Russia depends on energy sector.
The study also explains how Russia uses natural gas and oil as a tool to be more
active politically inside former Soviet Union countries. Finally, the study sheds light
on Russian companies that work in energy field and how they work and how they are
helpful for Russia to maintain its power and how they are effective on strengthening

Russia’s position politically and economically as an energy super power in the world.

Keywords: Russia, economy, oil, gas, pipeline, energy policy.



(0Y4
ENERJI KAYNAKLARININ ROLU YAGLAR VE SOGUK

BIRLiGI GUZUNDEN SONRA RUSYA'NIN
GUCLENDIRILMESI.

HEMIN KARIM MOHAMMED KAKI

Bu ¢aligsma, Sovyetler Birligi'nin ¢okiisiinden sonra Rusya'y1 giiglendirmede
ozellikle petrol ve dogal gaz olmak {izere enerji kaynaklarinin roliinii, dogal gaz ve
petroliin Rusya ekonomisinin gelismesine nasil yardimci oldugunu ve Rusyanin
enerji sektoriine nasil bagl oldugunu agiklamaktadir. Calisma ayrica Rusya'nin eski
Sovyetler Birligi iilkelerinde siyasi olarak daha aktif olmak i¢in dogal gaz ve petrolii
nasil kullandigim1 agikliyor. Son olarak, arastirma, enerji alaninda calisan Rus
sirketlerine ve bunlarin nasil calistigina ve Rusya'nin giiciinii silirdiirmede nasil
yardim ettiklerini ve Rusya'nin diinyadaki bir enerji siliper giicii olarak politik ve

ekonomik olarak konumunu giiclendirmede nasil etkili olduklarina 1s1k tutuyor.

Anahtar kelimeler: Rusya, ekonomik, petrol, dogal gaz, boru hatti, enerji politikasi.
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INTRODUCTION

After the fall of Soviet Union Russia once again gained its political and
economical power through energy resources especially natural gas and oil. The
return started when Vladimir Putin came to power. Since a big amount of
government budget revenue is tied to natural gas and oil, energy resources have
become absolute key factors in Russia’s economy. Furthermore, increasement in
production of natural gas and oil improved Russia’s economy significantly. Russia
was always considered as a military super power, but after all the efforts were put in
energy sector, Russia became an important energy super power in the world. Russia
the Red Army in the past, so energy resources are also used by Moscow State as a
political tool. Furthermore Russia's biggest energy companies those primarily operate
in the oil and gas industry have been main reasons in developing and expanding
Russia’s position on the global energy map by manipulating natural gas and oil fields

and manipulating energy market.



CHAPTER ONE

I.1. Background.

The Soviet Union, by uprightness of its incredible size and plenteous
common assets, assumed a main job in the economy of the Soviet Union. In the
primary many years of the Soviet routine, these assets made conceivable
extraordinary monetary advances, including the quick improvement of mining,
metallurgy, and substantial designing, the extension of the railroad arrange, and a
monstrous increment in the vitality supply. During the 1960s a second period of
Soviet modern advancement started to apply an especially solid impact on the Soviet
Union. In addition to further development in built up businesses, particularly in the
creation of oil, gas, and power and in the compound enterprises, there was a stamped
enhancement in mechanical yield, incorporating a constrained extension in customer
merchandise. In the years prior to the disintegration of the Soviet Union, in any case,
the economy of Russia and of the whole nation was in a condition of decay, and

authority measurements veiled mechanical wasteful aspects.

After the breakdown of the Soviet Union in 1991, the Russian government
executed a progression of radical changes intended to change the economy from one
that was midway arranged and controlled to one dependent on industrialist standards.
Significant segments of the changes included building up exclusive modern and
business adventures, utilizing both outside and Russian venture, and privatizing
state-claimed endeavors. To energize privatization, the government provided
vouchers to Russian natives that empowered them to buy of offers in privatized

firms, however by and by these vouchers every now and again were sold for money

'Sergei Ermolaev, “The Formation and Evolution of the Soviet Union’s Oil and Gas Dependence”,
Carnegie endowment for international peace (March 29, 2017), accessed July 12,
2018.https://carnegieendowment.org/2017/03/29/formation-and-evolution-of-soviet-union-s-oil-and-
gas-dependence-pub-
68443?ftbclid=IwAR1hrmUOd1uNiNEsIbBuYJZZrH6uxWA6t7RSD3PUNUBFQ-mM30g9VSoe3tMg

2



https://carnegieendowment.org/2017/03/29/formation-and-evolution-of-soviet-union-s-oil-and-gas-dependence-pub-68443?fbclid=IwAR1hrmUOd1uNiNEslbBuYJZZrH6uxWA6t7RSD3PUnUBFQ-m3Oq9VSoe3tMg
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https://carnegieendowment.org/2017/03/29/formation-and-evolution-of-soviet-union-s-oil-and-gas-dependence-pub-68443?fbclid=IwAR1hrmUOd1uNiNEslbBuYJZZrH6uxWA6t7RSD3PUnUBFQ-m3Oq9VSoe3tMg

and were collected by business visionaries. An item and stock-trade framework

likewise was built up.?

The underlying foundations of the present Russian oil and gas impact date to
the country's Soviet past. By then, as we will see, the Kremlin intentionally started a
push to make Russian vitality basic all through both Eastern and Western Europe. By
the 1970s, Soviet vitality impact was a noteworthy pain for the West. This vitality
impact declined incidentally in the late 1980s and 1990s, because of low oil costs,
the disengagements of the breakdown of the USSR, and the privatization of many oil
organizations. In any case, Russia's plentiful assets and broad system of pipelines
guaranteed that its 'petro-control' was prepared to re-develop under President Putin.?

I.2. Why did Russia again cared about energy, especially oil

and gas, after the fall of the Soviet Union?

Because after the fall of the Soviet Union and even nowadays energy
especially oil and gas had and still has a vital role in world's economy and
commerce. On the other hand, after the Soviet's fell Russia had been inherited 46,000
km of crude oil pipelines with 15000 km of petroleum pipelines. And another major
reason was to reconstruct and to reinforce Russian economy*, because according to
Gulf Business the country comes eighth to having oil reserves with 80 billion

barrels.> Another data tells that Russia is the highest country with 1,688 cubic feet of

2 Randal Newnham, “Oil, carrots, and sticks: Russia’s energy resources as a foreign policy too”,
Journal of Eurasian Studies Vol. 2 (Issue 2, July 2011): 134-143, accessed July 12, 2018.
https://doi.org/10.1016/j.euras.2011.03.004

% Sergei Ermolaev, Larisa Cherednichenko, Mayya Dubovik and Aleksandr Seleznev, “Economic
channels of Soviet oil and gas dependence”, Revista Espacios vol.39 no.18 (2018): 28, accessed July
12, 2018.
http://www.revistaespacios.com/al8v39n18/a18v39n18p28.pdf?fhclid=IwAROM721bPMkexI2_CJHA
kvRx_7zImShIXw3Tx8ShWZQB9Xpg8v7cWO0r2Q s

* Edward C. Chow , “Russian pipelines: Back to the future”, Georgetown Journal of International
Affairs vol.5, no.1, (winter/spring 2004): 28-29.

® Aarti Nagaraj, “Top 10 countries with the world’s Biggest oil reserves”, Gulf Business (April 14,
2013), accessed July 12, 2018. https://gulfbusiness.com/top-10-countries-with-the-worlds-biggest-oil-
reserves/?fbclid=IwAR091CPh09IvBq8t-2IrBEOdOCoSxCzaMcQ8NSgGalfwMygo_ FgFG72ycU



https://doi.org/10.1016/j.euras.2011.03.004
http://www.revistaespacios.com/a18v39n18/a18v39n18p28.pdf?fbclid=IwAR0m721bPMkcxl2_CJHAkvRx_7zImShIXw3Tx8ShWZQB9Xpg8v7cW0r2Q_s
http://www.revistaespacios.com/a18v39n18/a18v39n18p28.pdf?fbclid=IwAR0m721bPMkcxl2_CJHAkvRx_7zImShIXw3Tx8ShWZQB9Xpg8v7cW0r2Q_s
https://gulfbusiness.com/top-10-countries-with-the-worlds-biggest-oil-reserves/?fbclid=IwAR091CPb09lvBq8t-2lrBEOdOCoSxCzaMcQ8NSqGa1fwMygo__FgFG72ycU
https://gulfbusiness.com/top-10-countries-with-the-worlds-biggest-oil-reserves/?fbclid=IwAR091CPb09lvBq8t-2lrBEOdOCoSxCzaMcQ8NSqGa1fwMygo__FgFG72ycU

natural gas according to "National Security" that also confirms 26% of the world's
natural gas is provided in Russia. Thus, after the fall of the Soviet Union, Russia

primarily relied on energy again because of the international demand.®

After the Soviet fell, Russian had economy declined especially in the years

1991-1998 during the reign of Boris Yeltsin, the former president.

Energy at his time was suffering from the lack of production especially oil
and gas. Thus, GDP rapidly reduced 44%. Moreover, only between 1990-1993 the
amount of import downed from 208 billion US dollars to only 60 billion US dollars.
Russia's major export was only oil and gas, this resulted in economy shortcoming.
The oil production in 1992 was 7,632,000 barrels a day while in 1995 this number
decreased to 5,854,000 barrels a day. In addition oil exportation in 1992 from 2,76
million barrels a day decreased to 2,75 million barrels a day. However, energy sector
in Russia was fragile and in 1998 Russia entirely approached to bankruptcy. Russian
government had 40 billion US dollars debt.” Despite all of this reasons oil and gas

sectors was under control by oligarchs. They used oil and gas for their own aims.®

1.3. The oil and gas importance on strengthening Russian

economy.

After Vladimir Putin came to authority, Russian economy flourished
noticeably was able to retained what they had already missed. The country also
witnessed both internal and external improvement. During the same years, the
development reached 7% that was more than world's standard which is 5% and was
twice or three times higher than that of America and Europe. GDP also increased in

2005 to 763 billion US dollars while at Yeltsin’s time the government was in a deep

® “Russian Natural Gas”, Global security, accessed July 12, 2018.
https://www.globalsecurity.org/military/world/russia/energy-
gas.htm?fbclid=lwAR31u2CdSjSww5HFMMUxu5jrgthhCFaKrEFUpNXaY EghszZ3qgm8hb9nBcspg

" Tassos E. Fakiolas and Efstathios T. Fakiolas, “Domestic sources of Russia’s resurgence as a Global
Great Power”, Journal of International and Area Studies vol.16, no.2 (December 2009): 92.

8 Sergei Guriev and Andrei Rachinsky, “The role of oligarchs in Russian capitalism”, Journal of
economic perspectives vol.19, no.1 (winter 2005): 132.


https://www.globalsecurity.org/military/world/russia/energy-gas.htm?fbclid=IwAR31u2CdSjSww5HFMMUxu5jrgthhCFaKrEFUpNXaYEghszZ3qm8b9nBcspg
https://www.globalsecurity.org/military/world/russia/energy-gas.htm?fbclid=IwAR31u2CdSjSww5HFMMUxu5jrgthhCFaKrEFUpNXaYEghszZ3qm8b9nBcspg

debt.? In addition, after Vladimir Putin came to power, he started to change energy
sector from private to government’s. However he cleaned energy sector from

oligarchs.'®

This, despite the fact, that they owned oil companies and were major
political participants in the country with big authorities."* But Putin obliged them to
do either trading or leave politics and also put them under a heavy pressure to give
all the taxes, especially the tax that they hadn't handed to the national treasure during
Yeltsin’s reign. If not, then the government will carry out to investigate all their
income or wealth sources and the way they misused the money to their own interest.
They hadn't paid back to the government for owning companies and were conducted
for tax fraud. At first, the owners of Sibneft which owned by Roman Abramovich

and Mikhail Fridman and Oleg Deripaska.*?

On the other hand, Mikhail Khodorkovsky who was the owner of Yukus
Company, despite all his opposition to the new system, he also used all his fortune
against Putin's government. Therefore he was arrested in 2003 and was sentenced to
stay in jail because of corruption.’* Some sources also condemn Mikhail for bribery,
giving millions of US dollars to other political parties to get the support a third of
parliament in order to return the country to parliamentary. He then was arrested for
tax fraud and corruption in a way that his company deeply indebted till the
government could take it up.** In 2003 Kremlin government obliged Sibneft

company and it was fined 1 billion US dollars for escaping from tax rules. This was

° Fakiolas, “Domestic sources of Russia’s...”: 93.

¥R G. Gidadhubli and Rama Sampatkumar, “Putin’s confrontation with oligarchs”, Economic and
political weekly vol.35, n0.28/29 (jul. 15-21,2000): 2512-2014.

"Marshall I. Goldman, “Putin and the oligarchs”, Foreign affairs (issue november/december 2004),
accessed July 15, 2018.https://www.foreignaffairs.com/articles/russia-fsu/2004-11-01/putin-and-
oligarchs?fbclid=IwARODFaeTIQHDIBvrNIfpsd-5pSOsXu-pYc2vdCej TvXCLjg5MNFfFEFproVce

12 . . .
Fakiolas, “Domestic sources of Russia’s...”: 98.

133i1l Dougherty, “Putin's fight against oligarchs”, CNN (October 28, 2003), accessed July 20,
2018.http://edition.cnn.com/2003/WORLD/europe/10/28/russia.oligarchs/index.html

4 Martha Brill Olcott, “The energy dimension in Russian global strategy: Vladimir Putin and the
geopolitics of 0il”, The James A. Baker 111 Institute (2004): 11-12, accessed July 25, 2018.
https://carnegieendowment.org/files/wp-2005-
01_olcott_englishl.pdf?fbclid=IwAR3gB93SpmryxbgtY-sM7CWOy D-
FI50Rm3PVcOWZIK0zEAbvegVIVNZHAE
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an actual step to recontrol oil from private sector to public sector.”® Because Putin
believed that the oil and gas sector must be under the control of Kremlin government
and at the interest of public. They used all private sectors to their own use and for the
benefits of their companies. In 2005, Sibneft company, which owned by
Abramovich, was obliged to be sold to Gazprom to 13.9 billion US dollars. Thus, the
government could do something important to control oil and gas.*®

1.4. Why did the oil and gas sector see its ultimate strength

after Putin came to power?

Because Putin was able to take away oil from oligarch into government's
control. Then oil and gas became the essential spinal column of Russian economy,
that because of making reforms and rearrangement of tax rule and system on the oil
and gas companies. Large amounts of money returned to the country's budget while
before then the oligarchs weren't used to giving taxes and breaking the rules that

resulted in spreading corruptions.*’

Just after Putin came, oil and gas got a more important role in reinforcing
Russian economy. They especially became a core for the country's budget. It also

witnessed the noticeably increase in production and exportation.*®

Worth mentioning, the exportation of oil and gas reached more than the half
of the country's entire exportations. For example, the money Russia earned in
exportations was 105 billion US dollars, while in 2007 it raised to 354 billion US

1> Patrick Toother, “Abramovich facing huge back-tax bill”, This is money news, (March 7, 2004),
accessed July 28, 2018. https://www.thisismoney.co.uk/money/news/article-1513832/Abramovich-
facing-huge-back-tax-bill.html

18 Sergei Blagov, “Gazprom’s acquisition of Sibneft seen as double-edged sword”, Eurasia Daily
Monitor vol. 2 (Issue: 198, October, 2005), accessed August 1, 2018.
https://jamestown.org/program/gazproms-acquisition-of-sibneft-seen-as-double-edged-sword/

7 Anders Aslund, “An assessment of Putin’s economic policy”, CESifo Forum 9(2):16-21 (June,
2008), accessed August 2, 2018.
https://www.researchgate.net/publication/227350352 An_Assessment_of Putin's Economic_Policy

18 Lilia Shevtsova, “The Political Dimension of Economic Reform under Vladimir Putin”, NBR
Analysis vol. 13, no. 2 (April, 2002): 10-11.


https://www.thisismoney.co.uk/money/news/article-1513832/Abramovich-facing-huge-back-tax-bill.html
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https://jamestown.org/program/gazproms-acquisition-of-sibneft-seen-as-double-edged-sword/
https://www.researchgate.net/publication/227350352_An_Assessment_of_Putin's_Economic_Policy

dollars. This was all prove the fact that by coming Putin to power, the economy
flourished and improved, especially oil and gas sectors.*

1.5. The role of energy, especially oil and gas, in reinforcing

Russian economy.

The both sectors play a significant role in Russian economy because the
country's industry heavily depend on them. Qil and gas in Russia is twice important
in comparison to most of other countries since they are used as reliable source of
energies in the Russian industries. And secondly, because they share a major part of
the Russian Federal budget especially after Vladimir Putin returned oil and gas to the

government's observations.?

For example, the contribution of oil and gas to Federal Russian budget in
2006 was 46.9% of total budget of the country. That means it almost contributed in
half of the country's total budget. This clearly proves how important the both sectors
are in flourishing Russian economy. The contribution raised to 50.2% in 2013 which
was a bit more than half of the total budget.?* If we take 2018 as another example, it's
indicated that the number is 46%. In all three examples, the role of energy

specifically oil and gas is a proof that how Russian economy majorly depends on.?

Despite all those facts, the contribution changes according to the amount of
exploration and production. When both activities expand, the total budget gets higher

19 Philip Hanson, “The economic development of Russia: between state control and liberalization”,
ISPI working paper (issue 32, October, 2008), accessed August 5, 2018.
https://www.ispionline.it/sites/default/files/pubblicazioni/wp_32_2008_0.pdf?fbclid=IwAR3F7WR-
2HOEZ87y59TdH56rjJPnUbDK6aEJIOUMTXJh9Y OvzR8ssHavnjE

®George Friedman, “A top-to-bottom review of the Russian economy”, rodmartin.org (January 16,
2018), accessed August 10, 2018.http://rodmartin.org/top-bottom-review-russian-economy/

2! John R. Kasich, “Claim in 2018: Russia relies heavily on energy exports for close to three-quarters
of its export earnings and over half of its budget”, Russia Matters (June, 2018), accessed August 13,
2018. https://www.russiamatters.org/node/11300

22 Viikkokatsaus, “Higher oil prices boost surplus of Russian federal budget”, Bofit.fi (February 8,
2019), accessed February 27, 2019.
https://www.bofit.fi/en/monitoring/weekly/2019/vw201906_2/?fbclid=IwARIRL_R53bi310b8kyvXol
WmwKS5t YgvbksJ1y729E109i0krykubSCLYBS8
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though. The price is also another factor that effectively leaves impact on the

country's budget.?
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Figure 1. Russian Federation Crude Qil Production by Year, Index mundi, accessed August 21, 2018,
https://www.indexmundi.com/energy/?country=ru&product=oil&graph=production

The following diagram indicates the increase in the amount of oil

production especially after the fall of the Soviet Union when Putin came to power.*

According to the diagram, the amount of oil production was continuously

raising especially after the year 2002. As comes from the information in Bloomberg,

%% Nadia Sabitova and Chulpan Shavaleyeva, “Oil and Gas Revenues of the Russian Federation:
Trends and Prospects”, Procedia Economics and Finance vol. 27 (2015): 423-428, accessed August
20, 2018. https://doi.org/10.1016/S2212-5671(15)01016-3

#Sadek Boussena and Catherine Locatelli. “The bases of a new organisation of the russian oil sector:
between private and state ownership.” Journal of Energy and Development (September, 2010): 5-6,
accessed August 21, 2018. https://halshs.archives-ouvertes.fr/halshs-
00543200/document?fbclid=IwAR1Zw4XcyprF0_YpFG3ajxl1001cTsPXu 3FxmD-

YL DxuKtQ473CxvNOIw
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oil production in Russia reached 11,36 million barrels a day that was a new record in
2018 after the fall of the Soviet Union.?

1.6. The production of natural gas.

In the production of natural gas, Russia comes second after the United
States of America. The production increased after the Soviet Union and specifically
after 2002.

That was just when the government put it under control and the result saw

the production increasing® as shown in the diagram below:
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Figure 2. Natural gas production in Russia, Global energy statistical yearbook 2018, accessed April

5, 2019, https://yearbook.enerdata.net/natural-gas/world-natural-gas-production-statistics.html

»Elena Mazneva, “Russia Oil Production Jumps to a New Post-Soviet Record”, BloombergQuint
(September 21, 2018), accessed October 5, 2018.https://www.bloombergquint.com/business/russia-is-
said-to-set-new-oil-output-records-ahead-of-opec-
talks?fbclid=IwARIRL_R53bi310b8kyvXolWmwK5t YgvbksJ1y729E109i0krykubSCLYB8

% Roland Beck, Annette Kamps and Elitza Mileva, “Long-term growth prospects for the Russian
economy”, European Central Bank, Occasional paper series no.58 (March, 2007): 7-9, accessed
October 7, 2018.
https://www.ecb.europa.eu/pub/pdf/scpops/ecbocp58.pdf?fhelid=IwAROBvUeV8dgk9RHpSd8vySxb
w1jF3GDGAflgWaz9mgHEH2DtF8E7Xsji69E
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The diagram tells about how production of natural gas raised. That happens
when the world request for the natural gas increases. The need for it by other
countries results in producing it to larger amount. That's automatically affects

Russian economy to get improved.

According to the information from Sputnik News, the amount of production
recorded the highest point with 725,17 bcm. This was, of course, a new record for

Russia in comparison to 2017 it's noticed 4.9% production increasing.

Depending to other datas, Russian economy gradually relies on natural gas

production.”’

1.7. Oil exportation.

Although the oil exportation majorly depends on demand and price, yet we'd
prefer to show the amount of oil exportation and the demand for it after the fall of the

Soviet Union?® in the following diagram:

%" Eric Piermont, “Russia Could Be World’s Largest Natural Gas Producer — Shell CEO”, Sputnik
international (March 15, 2019), accessed April 5, 2019. https://sptnkne.ws/kWjz

%8 Adnan Vatansever, “Russia’s Oil Exports: Economic Rationale Versus Strategic Gains”, Carnegie
papers no.116 (December, 2010): 7-9, accessed October 13, 2018.
https://carnegieendowment.org/files/russia_oil_exports.pdf?fbclid=IwAR2ul8bbSUiSehS2T2AeJdOd
E_ngL3Q-Bp60bYsYWnVhgLEbCknbQk3NiL8
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Figure 3. Russian Federation Crude Qil Exports by Year, Index mundi, accessed October 10, 2018,

https://www.indexmundi.com/energy/?country=ru&product=oil&graph=exports

The datas say most of the exportation was to Europe than other continents
with 70%, particularly to Germany, Netherlands, Belarusian, Poland, Finland, Italy
and France. Thus the size of exportation raised in 2015 to 7.6 million barrels a day.
From this, only 28% was exported to Asia including China, Japan and South Korea.?
In 2015 the size of oil exportation from Russia to Asia increased because the request
from the Asian countries like China, Japan and South Korea. This clearly resulted in
the total exportation according to Mioge Moscow in 2018 it reached 8.6 million
barrels a day which means 12.6% of the world's entire exportations. With the expand

of oil exportations, its contribution to the public budget.®

2% US Energy Information Administration, “Country Analysis Brief: Russia”, iberglobal.com
(October, 2017): 10-11, accessed October 10, 2018. http://www.iberglobal.com/files/2017-
2/rusia_eia.pdf?fbclid=IwAROx6S5egVhuQi9dPXBkTefEB3MFh_Clij29HP_Z_ U6u-
rXknFo2Fn8aUvs

%0 “The state of Russian oil & gas: 2018 update”, mioge.ru (August 21, 2018), accessed October 12,
2018. https://www.mioge.ru/en-GB/press/news/Russia-oil-gas-industry-2018-
update.aspx?fbclid=IwAR2QyIHyeWATFh11MVDF7gwbVAKCKtaXfBssSf9J80Ba2WFEXI-zAyjqi-
E&aliaspath=%2fpress%2fnews%2fRussia-oil-gas-industry-2018-update
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1.8. Natural gas exportations.

The exportation of natural gas of Russia was mostly to European countries
after the fall of the Soviet Union. If we make a comparison between 2003 and 2009
in entire natural gas exportation, we see how the amount raised. In 2003 the
exportation was 171 bcm, while in 2009 it increased to 179 becm. From that, majority

was sent to European oil markets.®*

With the expansion of the demands from Asian countries for the Russian
natural gas, including China, Japan and South Korea®, the size of the exportation
meanwhile increased especially after an agreement between Russia and China in
2014 out of 400 million US dollars. According to the agreement Russia should send
China 38 bcm yearly from 2018 for 30 years.®® Thus, after the agreement the
exportation increased to 215.4 bcm. As the datas and diagrams show, the natural gas

is continuously playing its role in developing Russian economy.3*

1.9. Will the importance of oil and gas increase in developing
Russian economy in the future?
According to a strong strategy Russian government declared in 2013 in

search of oil and gas fields especially in Arctic Region in which a huge amount of

both energies are found with 280 billion ton, that's why Russian government has

31C1A World Factbook (June, 2015), accessed October 15,
2018.https://www.indexmundi.com/g/g.aspx?c=rs&v=138&fbclid=IwAROv5BuULaxOfK XbXOtwC
NoyNOGDkdEJu5J4r7H CbQFCvCH3nDHE11919Q

% Jessica Jaganathan and Florence Tan, “Strong LNG demand, led by Asia, may be able to absorb
new supply: executives”, Reuters, (April 24, 2018), accessed October 16, 2018.
https://www.reuters.com/article/us-singapore-Ing-conference/strong-Ing-demand-led-by-asia-may-be-
able-to-absorb-new-supply-executives-

idUSKBN1HV101?fbclid=IwAR3bfkjOMOrfoDnH1 wlHul21wTI -
SB1eSSv8doyy9zrycf2gaR7sCGarg

3 Alec Luhn and Terry Macalister, “Russia signs 30-year deal worth $400bn to deliver gas to China”,
The Guardian (May 21, 2014), accessed October 16,
2018.https://www.theguardian.com/world/2014/may/21/russia-30-year-400bn-gas-deal-
china?fbclid=IwAR3klal TSY8xcIRqdxUOdxbLNxRellK8yzcT7TAAbMKOENG1Y508BWSmtdDA

% «“The state of Russian...”
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enlarged its process of searching in the region.*® Moreover, according to Sputnik the
government has started to create and build new machines and technology for the
purpose of a better search and oil and gas discovery particularly after the United
States and Europe imposed sanction on Russia in 2013. The new technologies are

expected to help the country to increase production.®

Despite all those, agreements with foreign companies among them Chinese
and Korean companies that search deeply into the sea to find oil beneath the water
will help developing oil sector. According to Russia Beyond, those companies have
already started searching for the purpose. The companies are rich with new
technologies that specialize in oil discovery deep in the sea especially Black Sea and

Arctic Sea which need very up-to-date equipments.*’

On the other hands, The Russian government had generated lots of money
for the oil and gas production in Arctic region that helps in increasing Russian gas

and o0il.*8

For the reason mentioned above, a higher amount of production is expected
in the future because of the low cost of oil in Russia 10.77 US dollars per barrel
without tax, and with tax it raises to 19.21 US dollars. That's why Russia tries to

increase oil production because of low cost.*

%Ekaterina Kravtsova, “Russia Pushes for Further Arctic Exploitation”, The Moscow Times
(September 25, 2013), accessed October 18, 2018.
https://www.themoscowtimes.com/2013/09/25/russia-pushes-for-further-arctic-exploitation-a28022

% «Russia Joins the Shale Game After Building Own Technology Thanks to Sanctions”, Sputnik
news (August 31, 2016), accessed October 18, 2018. https://sptnkne.ws/dJdv

37 Alexei Lossan, “Russia admits lack of technologies for offshore oil production”, Russia beyond
(September 28, 2015), accessed October 19, 2018.
https://www.rbth.com/business/2015/09/28/russia_admits_lack of technologies for offshore oil_pro
duction_49605.htmI?fbclid=IwWAR2RxkEolal QqUIMvusM5__ 1u0221D1nAd6a9AG1gGubxT7Gd28I
yB7i1j8

% Stratas Advisors, “Russian Oil Production Expected To Grow But At Slow Pace”, Hartenergy
(September 25, 2018).

*Matthew DiLallo, “You Won't Believe What Saudi Arabia's Oil Production Cost Is”, The Money
fool (March 19, 2017), accessed October 20, 2018.https://www.fool.com/investing/2017/03/19/you-
wont-believe-what-saudi-arabias-oil-production.aspx
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1.10. What is expected to the future of Russian natural gas?

It's expected that natural gas production and exportation will increase and
the contribution to national economy will be raising. That's because Russia comes
first in natural gas reserve and the large demand of the other countries. Besides,
European market is primarily receiving Russian gas. Asian countries at the same time
are in need of Russian natural gas especially China, Japan and South Korea.**With
the dual agreement between Russia and China over 400 billion US dollars.
According to the agreement, Russia will start exporting natural gas to the Asian
country by the end of 2019.*

The Russian government strongly support LNG projects which has lots if
importance and generated huge amount of money particularly in Arctic region.
Russia intend to make the region a source of producing LNG after Asian countries

showed the interest with 70% of LNG is sent to China, Japan and South Korea.*?

Despite all these, Russia has also planned to increase gas and oil production
in Arctic in the future, according to an information from Barnet Observer.
Approximately from 180 billion euro, 12 billion contributes to the national budget.
Other budget is provided by other companies. It helps expanding producing natural

gas in the future.*®

All this show that the government takes too much care about Arctic region.

According to Mioge Moscow, about 43 trillion cubic meter which is 40% of entire

**Natalia Stapran, “Russia’s Energy Pivot to Asia”, Russian International Affairs Council
(December 30, 2013), accessed December 25, 2018. https://russiancouncil.ru/en/analytics-and-
comments/analytics/russia-s-energy-pivot-to-asia/?fbclid=IwAR2-
nhbejrLFKRVFH_zwAYi6iLuAbVgkCkB6fbSylVg8fuj9zRGsmjUuDZg

! Alexei Anishchuk, “As Putin looks east, China and Russia sign $400-billion gas deal”, Reuters
(May 21, 2014), accessed December 25, 2018. https://www.reuters.com/article/us-china-russia-gas/as-
putin-looks-east-china-and-russia-sign-400-billion-gas-deal -
iIdUSBREA4K07K20140521?fbclid=IwAR2Cnx2r-
FZyce2cxDOIA13BgKj3xyXWmOXSxOdOUsZ7REVEVX9KUNLEX2k

*2 Yueyi Chen, “Russia is gradually developing its Arctic LNG strategy”, Global Risk Insights
(December 13, 2018).

* Atle Staalesen, “Russia presents a grandiose 5-year plan for the Arctic”, The Barents observer
(December 14, 2018), accessed January 28, 2019. https://thebarentsobserver.com/en/arctic-industry-
and-energy/2018/12/russia-presents-grandiose-5-year-plan-
arctic?fbclid=IwAR2FVgN6bfggujzbwcEFN8TBGR-nT94xT3QGYjG0QsQY XW-YVvksFXZWHIQUc
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Russian natural gas. Along with the strong plans, they help increasing natural gas in

the future.**

The information says that Russian government has a strategy to increase
LNG production in 2018 at the amount of 4% contribution to international market,

but Russia intends to raise it to 15-20% until 2035 with 83 million tons yearly.*

For those reasons, government soon after completing the two projects
Yamal LNG and Sakhalin, announced three more projects which are: The Baltic
LNG, Vladivostok LNG, Arctic LNG2.

I.11. The Baltic LNG project.

This project was built to produce liquefied natural gas which is located in
Leningrad, south-west of Russia. Its capacity to produce liquified natural gas is
estimated around 10 million ton. The total budget generated in this project is 18
billion US dollars. The Baltic LNG enables liquified natural gas production to

larger amount in the future.*

According to information from Sputnik News, the project has to start
exportation between 2022-2023, this after an agreement was signed between

Gazprom company and Japanese company Mitsui.*’

*«Russia’s major arctic oil & gas equipment needs”, Mioge Moscow (February 13, 2019), accessed
February 20, 2019.http://www.mioge.ru/en-GB/Russia-arctic-oil-gas-technology-
demand.aspx?fbclid=IwAR1GYyUVR0oOIyOzOBVyy9z41S7H9utECKAharnfyEcopJVHEMYV8GVsM
9whk

#“Russia’s annual LNG production capacity to hit 83 mtpa by 2035”, LNG World News (September
25, 2018), accessed January 20, 2019.https://www.Ingworldnews.com/russias-annual-Ing-production-
capacity-to-hit-83-mtpa-by-2035/?fbclid=IwAR2x-2l-
QPAQrvDmWIfyWISQ3ss3MOMXxjGeKGZvgzpbFZygyKYaFFOGEnWd8

*® Murat Temizer, “Shell may be Gazprom's strategic partner for Baltic LNG”, Anadolu Agency
(June 17, 2015), accessed November 3, 2018. https://www.aa.com.tr/en/energy/natural-gas/shell-may-
be-gazproms-strategic-partner-for-baltic-
Ing/9952?fbclid=IwAR00926WYgcTcXOrNGaFHBjLB8TpgQLoTv_KagHcs44Lunv2ezUuRCISYHIE

47Alexey Nikolskiy, “Gazprom, Mitsui Sign Memorandum of Understanding on Baltic LNG Plant”,
Sputnik news (September 12, 2018), accessed November 3,
2018.https://sputniknews.com/business/201809121067955577-russia-japan-gazprom-mitsui-
memorandum-baltic-Ing/?fbclid=IwAR2Cnx2r-
FZyce2cxDOIA13BgK|j3xyXWmOXSxOdOUsZ7REVEVXIKUNLEX2k
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1.12. Vladivostok LNG project.

This is one of the projects to increase liquified natural gas in the future
which is opened by Gazprom company. It is located in Lomonosov Peninsula. Its
capacity of production is estimated 13.6 million ton of liquified natural gas. The

project budget costs 13.5 billion US dollars.*®

According to information from LNG World news, the productions of this
project is sent to Asia Pacific market, and the aim of it is to make Russia production

stronger in Asian energy markets.*°

But the project completion and the first production of liquified gas got late

and passed the date in which it was believed to send its first production in 2018.

Depending on information from Gas Processing and LNG, the first
production will be in 2020 after an agreement on the price is going to be signed
especially with Japan. Japan has asked for price reduction. Some says that the project
is strongly admired by the Asian country especially after the Fukushima atomic
disaster. At the same time, 15 other companies are in discussion for investment in

this project, Asian companies are above all.*°

1.13. Arctic LNG 2 Project.

This project opened and announced by Novatek Company after completion
and success in Yamal LNG. The project shows the magnificent care of Russia for it

especially after the interest and huge demand from the other countries to LNG

*8 «yladivostok LNG Project, Primorye Territory”, Hydrocarbons technology, accessed February
11,2019. https://www.hydrocarbons-technology.com/projects/vladivostok-Ing-project-primorye-
territory/?fbclid=IwAR3LXLVF7LdSXCEKGTih2n77DV1xuGoBhSRJi6k6bBCg2P6dA3X0bn6qlguU

worleyParsons Secures Vladivostok LNG Contract”, LNG World News (December 5, 2013),
accessed February 11, 2019.https://www.Ingworldnews.com/worleyparsons-secures-viladivostok-Ing-
contract/

Yuriy Humber, Tsuyoshi Injima and Elena Mazneva, “Gazprom faces delay in starting Vladivostok
LNG plant”, Gas processing news, accessed February 12, 2019.
http://www.gasprocessingnews.com/news/gazprom-faces-delay-in-starting-vladivostok-Ing-
plant.aspx?fbclid=IwAR39UFOCqwbCnRILXUivsRopEBNvV2HE6W-eOXCL ZeBynvbUVIRbXgya 8-
Sc
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productions, this helps increasing natural liquified gas in Russia.>® It's located in
Arctic region. And terminal of the project is in Gydan Peninsula which is in Western

Siberia.*

Arctic LNG 2 has the capacity of producing 18.3 million ton of natural
liquefied gas. While the budget expected to cost the project is 25.5 billion US dollars.
Worth mentioning, 50.1% of the project is owned by Novatek company, 20% is
owned by French company, Total. Where as 9.9% is owned by a Chinese company
Silk road fund. And Other 20% is owned another Chinese company CNPC.>

According to an information from Reuters, Aramco, which is a Saudian

company, wants to purchase 30% of the project.>

It's expected that the project will start producing between 2022 - 2023.
Russia aims to increase the amount of natural liquified gas production via this project
and also to make North Arctic a centre of LNG production to help developing
Russian economy in the future. As well as Russia has plan to increase gas export in
the way to establish gas pipelines such as Power of Siberia, Nord stream 2 and

Turkstream.>®

*'Ersin Merdan, “The new role of Gazprom in Russia’s grand gas strategy”, Anadolu agency (August
7, 2018), accessed November 21, 2018.https://www.aa.com.tr/en/energy/analysis/the-new-role-of-
gazprom-in-russia-s-grand-gas-strategy/13938?fbclid=IwARO0I78Td-
QUfseFDRJJ4plZcinbgyrVMAMLO0gOal14X 03cB38ri_-s9sSCA

%2«Total firms up Arctic LNG 2 project entry”, Offshore energy today (March 5, 2019), accessed
March 13, 2019.https://www.offshoreenergytoday.com/total-firms-up-arctic-Ing-2-project-
entry/?fbclid=IwAR1INhnppKiHxhp9C- TntfoFF3s4XV20FIU-hyn4hYwmOLM2-8PHNsIY6jQ

%35 Russian oil & gas projects to watch in 20187, Mioge Moscow (September 4, 2018), accessed
February 23, 2019.https://www.mioge.ru/en-GB/press/news/5-Russian-oil-gas-projects-
2018.aspx?fhclid=IwAROT19IEWqPIUrA8Artwbj8ziHD25gEICugreSX3ve8naaVU6xHN5rrsqY 8

> «Saudi Arabia aims to acquire 30 pct of Novatek's Arctic LNG project - Energy minister”, Reuters
(October 25, 2018), accessed February 23, 2019. https://www.reuters.com/article/saudi-russia-oil-
novatek/saudi-arabia-aims-to-acquire-30-pct-of-novateks-arctic-Ing-project-energy-minister-
idUSB2N1WR009?fbclid=IwAR3zug9CROB6I_EyiDdD1AKJIVqCoiGOrTHKSItIOCWSIZnXAAfs

OkFnVzj0

% “Putin Announces Arctic Expansion Plans at International Forum — Highlights”, The Moscow
times (April 11, 2019), accessed April 13, 2019. https://www.themoscowtimes.com/2019/04/11/putin-
announces-arctic-expansion-plans-international-forum-highlights-a65195
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1.14. Power of Siberia.
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Figure 4. Power of Siberia gas pipeline project, accessed July 1, 2019.
https://www.rt.com/business/437753-power-of-siberia-
china/?fbclid=IwAR31E300BIHJLa6Vg dJ9GI8PQIG67KvX9KngHay9InRPRfnDO5XHjmQ9IRZk

It is one of the biggest pipeline projects for transporting natural gas in the
world, it's 3000 km long. It starts from Chayandinskoye gas field in Yakutia in
Russia to the border of China. It is used to transport natural gas from Russia to
China.”® Russia and China discussed this pipeline project for ten years. The fund of
this project is estimated to reach 55 billion US dollars. Power Siberia pipeline project
is called Eastern route and it's know as one of the biggest pipeline projects.”” On May
21st 2014, Gazprom and China National Petroleum reached an agreement over the
project. According to the agreement Russia has to start transporting natural gas in
December 2019.°® Gazprom has to supply China with amount of 38 BCM of gas
every year for 30 years through the above-mentioned pipeline. The amount of money

that Russia gets is 400 billion US dollars. This agreement is considered to be a

%“power of Siberia: Russia’s mega gas pipeline to China almost complete”, RT news (September 6,
2018), accessed December 2, 2018.https://www.rt.com/business/437753-power-of-siberia-
china/?fbclid=IwARObPdwTJZemgHFDY h3pJhu4Ki8j4K9woJ1CjtJIrfURBugOsmQby-RD4ANQ

"Henry Foy, “Russia’s $55bn pipeline gamble on China’s demand for gas”, Financial times (April 3,
2018), accessed December 2, 2018.https://ig.ft.com/gazprom-pipeline-power-of-siberia/

%8«China May Need Power of Siberia 2 Pipeline to Support Growth”, Russia business today (July 10,
2018).
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successful one and it will improve and strengthen Russia’s position in Asia's energy
market.”® Power of Siberia became more effective after that China's demand on
natural gas has increased 30% in 2018.%°° According to the RT news, It's expected
that China's demand on natural gas would raise 99% again after the 400 billion US

dollars agreement between Russia and China.®*

1.15. Nord Stream 2.

It's an underwater gas transporting pipeline from Russia to Germany. It goes
under the Baltic Sea from Petersburg area in Russia to Greifswald area in Germany.®
It's a two pipelines project beside each other and its 1200 km long. 55 bcm of natural
gas can be transported through both pipelines. Each pipeline can transport 27.5 bcm
in a year. The fund of this project is 9.5 billion euro.®®

»William Wan, “China, Russia sign $400 billion gas deal”, The Washington post (May 21, 2014),
accessed December 3, 2018.https://www.washingtonpost.com/world/europe/china-russia-sign-400-
billion-gas-deal/2014/05/21/364e9e74-e0de-11e3-8dcc-
déb7fede081a_story.html?fbclid=IwAROT19IEWgPIUrA8Artwhj8ziHD25gEICuqreSX3ve8naaVU6x
HN5rrsqY8&noredirect=on&utm_term=.980101f38520

% Xinhua, “China's imports of crude oil, natural gas surge in 2018, China daily (January 21, 2019),
accessed March 2, 2019.
http://www.chinadaily.com.cn/a/201901/21/WS5c458568a3106c65c34e5a7c.html?fbclid=IwAR3HAa
PIJMTtcENeDJJ63zjWqjGXO7wlFnv3MnFAzheQUIE54fk5S99Z0FY's

8power of Siberia: Russia’s 3000 km gas pipeline to China 99% complete”, RT news (February 27,
2019), accessed March 2, 2019.https://www.rt.com/business/452550-russia-mega-pipe-siberia-
china/?fbclid=lwAR1kzhnj8SQHRZMK3VIO9PfQ0J-x19gWTDL TopuNwO9TfiHps3wWX1EYkwD8

62 “Nord Stream 2”, Gazprom export, accessed April 11, 2019.
http://www.gazpromexport.ru/en/projects/5/

% Luke Sherman and Julian Wettengel, “Gas pipeline Nord Stream 2 links Germany to Russia, but
splits Europe™, Clean energy wire (August 16, 2018), accessed March 4, 2019.
https://www.cleanenergywire.org/factsheets/gas-pipeline-nord-stream-2-links-germany-russia-splits-
europe?fbclid=IwAR3n8vGr zCwdA18-uzb8oqGWHZKOzMfghvJwCc007TKPhuKPQaYQeTZBzw
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Figure 5. New Russian pipeline in Baltic Sea, accessed July 1, 2019.
https://climateerinvest.blogspot.com/2016/08/new-russian-pipeline-in-baltic-
sea.html?fbclid=IWARLITfXmBsOp3Et fnOfs6Zijf-n cD8yEiyzOzi4bHiTWkKMiVXCqyrHoee0

The agreement for Nord Stream 2 pipelines was made between Gazprom
and five European energy companies consist of Engie Company of France, OMU of
Austria, SHELL Dutch-British Company, Whiper and Winter Shall of Germany.
According to the agreement Gazprom owns 50% of all the project the other 50% is
owned by five mentioned companies. The term of this agreement is that Gazprom

has to send 55 bcm of natural gas to Germany every year.®*

Nord Stream 2 project has started in 2018 and has to be finished by the end
of 2019.%° Even though 370 km of the project has been already finished according to

Anadolu agency, the dispute over the project is still continuing.®®

% Darko Janjevic, “Nord Stream 2 gas pipeline — What is the controversy about?”, DW news (July 14,
2018), accessed March 4, 2019. https://p.dw.com/p/31Sij

% Romesh Ratnesar and Clive Crook, “The Right (and Wrong) Way to Deal With Nord Stream 27,
Bloomberg news (November 27, 2018), accessed March 4, 2019. https://www.bnnbloomberg.ca/the-
right-and-wrong-way-to-deal-with-nord-stream-2-
1.11740762fbclid=IwAR1kzhnj8SQHRZMK3VIO9PfQ0J-

x19gWTDL TopuNw0O9TfiHps3wX1EYkwD8

% Firdevs Yuksel, “Around 370 kilometres of Nord Stream 2 completed”, Anadolu agency
(December 24, 2018), accessed March 5, 2019. https://www.aa.com.tr/en/energy/natural-gas/around-
370-kilometres-of-nord-stream-2-completed/22834?fbclid=IwAR2-
nhbejrLFKRVFH_zwAYi6iLuAbVgkCkB6fbSylVg8fuj9zRGsmjUuDZg
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1.16. The dispute over Nord Stream 2 project.

Why are some European countries against Nord Stream 2

project?

Some of European countries are against the Nord Stream 2 project because
the project transports gas from Russia to Germany directly; on one hand Slovakia
and Poland wouldn’t get money for gas transit through their country, on the other
hand Poland and Slovakia expect that Russia uses Nord Stream 2 to put pressure on
Eastern European countries politically. Some European countries absolutely refused
to support the project in April 2018.%

Ukraine is also against the Nord Stream 2 because Russia may cut off gas
from Ukraine after the project will finish.®® Russia already cut off gas supply from
Ukraine in January 2009 and sell the gas to other European countries instead, that’s
why Ukraine is afraid of the previous scenario.®® Ukraine gets 2 to 3 billion US
dollars every year from Russia because Russia transports natural gas to Europe
through Ukraine, so Ukraine is also afraid to lose that amount of money because it
can affect economy of the country. That’s why Ukraine is very concerned about the
completion of the Nord Stream 2 project.”

%" Janjevic, “Nord Stream 2...”

% Ariel Cohen, “Russia's Nord Stream II Pipeline Is Ukraine's Worst Nightmare”, Forbes (June 18,
2018), accessed November 5, 2018.https://www.forbes.com/sites/arielcohen/2018/06/18/russias-nord-
stream-ii-pipeline-is-ukraines-worst-nightmare/?fbclid=IwAR2_cM8pe0fvOplafWMR3GUMNAptB-
GtStOXxCHLXXGjtDDSIG1SukyxmUc0#6c6c5cfb3524

®David Gow, “Russia-Ukraine gas crisis intensifies as all European supplies are cut off”, The
Guardian (January 7, 2009), accessed November 5,
2018.https://www.theguardian.com/business/2009/jan/07/gas-ukraine

" Bermet Talant, “YES 2018: Ukraine, once again, warns EU of Nord Stream 2 threat to security”,
Kyiv post (September 17, 2018), accessed November 5, 2018.
https://www.Kyivpost.com/business/yes-2018-ukraine-once-again-warns-eu-of-nord-stream-2-threat-
to-

security.html?fbclid=IwAR32E4FdKKv4P5jvMdSyOuUvtKjISDNP2EL 7PfAFI30FElywTgybbNIlvC
k
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1.17. Why is The USA against Nord Stream 2 project?

The USA is against the project internationally because the USA wants to
strengthen its position in Europe energy market. The USA has exported only 10% to
Europe energy market in 2017, but the USA could double the amount in 2018 and it
transported 24% of gas to Europe energy market. It is expected that USA increase the
amount of gas transportation to Europe until 2022, despite that the USA gas is more
expensive than Russia’s gas because the cost of transportation for the USA is more

costly than Russia.”

In a meeting held in the White House between the president of the USA and
Jean Claude Juncker the president of the European commission on July 26th 2018,
Donald Trump said ‘’European countries will be massive buyers of L.N.G’’ before
adding “’we have plenty of it’*.’* The USA thinks Nord Stream 2 project is against
the interest of its allies in Europe especially NATO members, that’s why Donald
Trump accused Germany of being “captive to Russia”, and only cares about its
interests not all the North Atlantic Treaty Organization members in The 2018
Brussels Summit of NATO. The USA is turning to Germany threats because of Nord
Stream 2 project can help Russia to interfere in Europe as the same situation

happened in Ukraine.”

The USA concern over Nord Stream 2 is real because Russia can control

some European countries, and that is against The USA’s interests in Europe. Nord

! Holly Ellyatt, “Europe is fast-becoming a natural gas battleground for Russia and the US”, CNBC
(January 8, 2019), accessed January 16, 2019. https://www.cnbc.com/2019/01/08/russia-and-the-us-
battling-over-europes-gas-
market.html?fbclid=IwAR27VntRgG0gpgmv5C77yldoZwcoXkd5b5iwk31LIMeXnwWmfvfyMagl4a
hA

"2 Stanley Reed, “Trump Says Europe Will Buy More American Gas. Is That Possible?”, The New
York times (July 26, 2018), accessed January 16, 2019.
https://www.nytimes.com/2018/07/26/business/energy-environment/trump-europe-natural-gas-
Ing.htmI?fbclid=IwARO0I78Td-QUfseFDRJJ4plZcinbgyrVMAML0qOal14X 03cB38ri_-s9sSCA

73 Jeremy Diamond, “NATO summit: Trump accuses Germany of being a 'captive of Russia"”’, CNN
politics (July 11, 2018), accessed January 16, 2019.
https://edition.cnn.com/2018/07/11/politics/trump-germany-russia-captive-
nato/index.html?fbclid=IwAR3mdj516rNqwelyYVjiHmMSYgDyPwOM KVgBIvBSIyVrgK5NR3eym

Vit _ uQw
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Stream 2 is not against The USA’s economy in Europe energy market only; it is also

against political interests of The USA in Europe.”

After Donald Trump's criticism, the German chancellor Angela Merkel in a
meeting with Russian president Vladimir Putin said Nord Stream 2 should not be
used as a tool to put political and economical pressure on Ukraine, because Ukraine
has been the way for transporting Russia's natural gas to Europe since a long time

ago. Nord Stream 2 can deprive Ukraine from a transit fee.

In a response to that Vladimir Putin said "the main thing is that the
Ukrainian transit, which is traditional for us, meets economic demand ‘’he said

. . . . 7
"Nord stream 2 is exclusively an economic project’’.”

1.18. Will Nord Stream 2 project continue or stop after

disputes and disagreements?

Although the USA is absolutely against Nord Stream 2 project because on
one hand the USA thinks European countries will depend on Russia's natural gas
more, on the other hand Russia can be politically stronger inside Europe and affect
the USA's interests. Despite USA's disagreements, Nord Stream 2 project still
continues. The USA threatens to impose sanctions on the companies which would

cooperate in Nord stream 2 Project even the European companies.’®

"“Griff Witte and Luisa Beck, “How a proposed Russian pipeline to Europe is dividing the West”, The
Washington post (April 25, 2018), accessed January 16,
2019.https://www.washingtonpost.com/world/europe/a-giant-gas-pipeline-raises-the-spectre-of-
russian-influence-in-europe/2018/04/24/415a63f0-4199-11e8-b2dc-
b0a403e4720a_story.html?fbclid=IwAR06001fX98sg wakVHY5e60wrIMfS6pXHcB5P4z52DgS56H
kKEuUQOxQS0&utm term=.40953f538030

"> Colin Drury, “Merkel and Putin talk Syria, Ukraine and Nord Stream 2 — but meeting ends with no
agreements”, Independent (August 19, 2018), accessed December 14, 2018.
https://www.independent.co.uk/news/world/europe/angela-merkel-vladamir-putin-nord-stream-2-
germany-russia-syria-ukraine-meseberg-palace-
a8498011.html?fbclid=IwARORmuzfm1BFtRa7654r2WSDcgeTC30ON3IPxov56F9HtoRUNdNE a K
BIZ0

"*William Wilkes, “U.S. Warns Sanctions Possible If Nord Stream 2 Pipe Proceeds”, Bloomberg
(May 17, 2018), accessed December 17, 2018. https://www.bloomberg.com/news/articles/2018-05-
17/u-s-warns-sanctions-possible-if-nord-stream-2-pipe-proceeds?fbclid=IwAR0Y GobWhMB-
kVAraZ-FkkcCgR50dtTLi66TV6AdrgSKv2akgVcF93Taal4
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Richard Allen Grenell is the current United States Ambassador to Germany
has sent threatening letters to German companies working on the Nord Stream 2
pipeline, according to a German newspaper. Grenell reportedly warns of possible
sanctions if they continue to work on the project. According to TRT World Richard
Grenell said “’we emphasize that companies involved in Russian energy exports are

taking part in something that could prompt a significant risk of sanctions™”.”’

Despite the USA’s concern and threats, Russian Energy Minister Alexander
Novak in energy conference held in Milan, Italy said “°We hope there will be no

additional sanctions but if there are the project will be completed anyway’’.

Taking Alexander Novak’s speech into consideration, Russia insists on
finishing the project because Russia will be able to export more amount of gas to
Europe Energy Market, that’s why Russian Energy Minister one again stated
“Everything is on time and as of today the first commercial gas will be ready by the
end of 2019”. Russia is keen to finish and operate the pipeline under any
circumstances.” According to The Guardian 434 miles of the project has already
been finished that’s a proof that Russia insist on finishing the project. The gas

pipeline is scheduled to be fully finished by the end of 2019."

" Abdilaziz Ahmet Yasar, “Why did the US ambassador threaten Germany over the Nord Stream 112,
TRT world (January 15, 2019), accessed January 23, 2019. https://www.trtworld.com/europe/why-
did-the-us-ambassador-threaten-germany-over-the-nord-stream-ii-
23348?fbclid=IwAROT19IEWgPIUrA8Artwbj8ziHD25¢gEICuqreSX3ve8naaVVU6xHN5rrsgY 8

"8Stephen Jewkes, Agnieszka Flak and Jane Merriman, “Russia will complete Nord Stream 2 even if
more sanctions arrive”, Reuters (October 9, 2018), accessed January 24, 2019.
https://www.reuters.com/article/us-russia-energy-minister/russia-will-complete-nord-stream-2-even-
if-more-sanctions-arrive-

idUSKCN1MJ2C3?fbclid=IwAR2baA4V XoGhX1pAeQa4dRUFRDgGQWixrsggaRImshkoCE Rf9sv

YaVgjJow

¥ Adam Vaughan, “Nord Stream 2 Russian gas pipeline likely to go ahead after EU deal”, The
Guardian (February 25, 2019).
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1.19. Turk Stream.

Turk Stream is an export natural gas pipeline stretching from Russia to
Turkey across the Black Sea. It’s consisted of two strings and its 930 km long.80 It
starts near Anapa seashore across the Black Sea to the Kiyikoy town in Turkey.®
The project will be able to transport 31.5 bcm of natural gas in a year. It means each

string will transport 15.75 bem of natural gas in a year.®?

The project fund is expected to reach 11.4 billion Euros.®® Turk stream will
transport gas through two strings; the first string of the pipeline is intended to
transport gas from Russia directly to Turkey, while the second string will be used for
transportation gas to southern and southeastern Europe® Turk Stream gas pipeline is
set to become fully operational by the end of 2019.%° The agreement for the Turk

Stream project is signed on December 1, 2014 between Gazprom and Botas

8 Merve Sebnem Oruc, “All eyes are on the Turkish Stream”, Daily Sabah (November 29, 2018),
accessed January 4, 2019. https://www.dailysabah.com/columns/merve-sebnem-oruc/2018/11/29/all-
eyes-are-on-the-turkish-stream-pipeline?fbclid=iwar0zyq-lwcOminyvrzngwddl3gx0appgdtfs 8-
ntgx4rg7ikb _w2kwOavq

8l«Construction of TurkStream natural gas pipeline’s receiving terminal starts”, Hurriyet daily news
(January 17, 2018), accessed January 4, 2019.http://www.hurriyetdailynews.com/construction-of-
turkstream-natural-gas-pipelines-receiving-terminal-starts-125887?fbclid=IwAR2x-2I-
QPAQrvDmWIyWISQ3ss3MOMXxjGeKGZvgzpbFZygyKYaFFOGEnWd8
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Petroleum Pipeline Corporation when Russian President Vladimir Putin visited
Turkey, to be an alternative for the cancelled South Stream gas pipeline project.®®
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Figure 6. Gazprom. Layout of TurkStream gas pipeline route, accessed July 1, 2019.
http://www.gazprom.com/press/news/2016/december/article295329/?fbclid=IwAROT mpRNOfoFz9Ut
XquAspNIETViNSsAQ9eRBDMHPCM 1LgY27wd6EmJig0

Turk stream was brought to a temporary halt, because problems aroused
between Russia and Turkey over the shot down of Russian warplane by Turkey.®
After a meeting in Istanbul between the CEO of Gazprom and Minister of Energy
and Natural Resources of Turkey in the summer of 2016, both countries reconciled to
start working on the project again. Russia and Turkey signed an agreement to
continue working on Turk Stream in October 2016. A contract in 2016 signed

8 Luca Franza, “From South stream to Turk stream”, Clingendael International Energy
Programme no.2015/05 (2015):17-18, accessed January 6, 2019.
https://www.clingendaelenergy.com/inc/upload/files/CIEP_paper 2015-
05_web_1.pdf?fbclid=IwAR3HAaPJMTt{cENeDJJ63zjWqjGXO7wlFnv3MnFAzheQUIE54fk559920
FYs

¥Dimitar Bechev, “Normalizing Russian-Turkish Economic Relations”, Alsharq forum (February
20, 2018), accessed December 20, 2018.https://www.shargforum.org/2018/02/20/normalizing-russian-
turkish-economic-relations/?fbclid=IwAR1INhnppKiHxhp9C-_TntfoFF3s4XV20FIU-
hyn4dhYwmOLM2-8PHNsIY6jQ
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between Allsea Group S.A and South Stream Transport B.V. to lay the first gas
pipeline string offshore section, and later in February 2017 another contracted signed
between two above- mentioned companies to lay the second gas pipeline string
offshore section. After only one year, in November 2018 the offshore section of the

project was fully finished.®

According to the agreement the pipelines will be brought into operation to
transport gas from Russia to Turkey by December 2019. According to Daily Sabah
80% of the project has already completed, after that Alexy Miller the CEO of
Gazprom said “’There is the Turkish Stream gas pipeline: 1,500 kilometers (930

miles) of pipe, around 80 percent of the line” has been assembled.®

1.20. The significance of Turk Stream project for Russia.

The significance of Turk Stream gas transporting pipeline is that, it will
directly connect Russia with most gas reserves to Turkey the second country in gas
consumption. Turk Stream is very important for Russia because the amount of gas
exportation would increase significantly.” Turkey hit a record high in 2017; Turkey
consumed 53.5 bem of gas and the amount is still increasing every year. Russia plans
to export a big amount of gas to Turkey using Turk Stream. The importance of Turk
Stream is mostly economical; the amount of gas is expected to be transported to

88«TurkStream. Gas exports to Turkey and southern and southeastern Europe”, Gazprom, accessed
December 20, 2018. http://www.gazprom.com/projects/turk-
stream/?fbclid=IwAROfe3COUioj9kpeHYZv4ARZEKUA9Y Lx6LymFR1j4bnVmdeMelDSGRtMbHM
U

8 «Gazprom says Turkish Stream pipeline project 80 percent complete”, Daily sabah (August
30,2018), accessed December 20, 2018. https://www.dailysabah.com/energy/2018/08/30/gazprom-
says-turkish-stream-pipeline-project-80-percent-complete?fbclid=iwar2cnx2r-
fzyce2cxdolal3bgkj3xyxwmOxsxodousz7revevx9kunlex2k

% Murat Temizer, “TurkStream landmark project for Russia, Turkey: Novak”, Anadolu agency
(November, 18, 2018), accessed December 22, 2018.
https://www.aa.com.tr/en/energy/nuclear/turkstream-landmark-project-for-russia-turkey-
novak/22341?fbclid=IwAR39UF0CgwbhCnRILXUivsRopEBNvV2H6W-
eOXCLZeBynvbUVIRbXgya 8-Sc
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Turkey after Turk Stream will be operated can strengthen Russia's economy

remarkably in the near future.*

One of the strings of Turk Stream will be used to transport natural gas to
Europe countries. The string will help Gazprom to maintain its dominance in Europe
Energy market®, because Gazprom owns 51% of the project. The political
importance of the project is also considered by Russia because four countries in
Balkan Peninsula Serbia, Bulgaria, Slovakia and Hungary are expected to participate

in the project in the future.*®

1.21. What's the importance of Turk Stream for Turkey?

Turk Stream has its special for Turkey because it ties Turkey to Russia
which comes first in reserve natural gas and since Turkish population is around 80
million and economically growing fast, thus they can heavily depend on it. The

demand for Russian natural gas has also increased in Turkey.**

According to Turkish Energy in 2017, Turkey recorded the highest amount
of importing natural gas from Russia with 53.5 bcm.® Hence we can say Turk

%! Muhsin Baris Tiryakioglu, “Turkey hits record gas consumption and imports in 20177, Anadolu
agency (February 21, 2018), accessed December 22, 2018.
https://www.aa.com.tr/en/energy/turkey/turkey-hits-record-gas-consumption-and-imports-in-
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4cvo8RDVe8Y8GW3Xd2L7VWRCM

%2 «TurkStream good solution for Russia to boost gas exports to southern Europe™, Daily sabah
(October 6, 2018), accessed December 22, 2018.
https://www.dailysabah.com/enerqgy/2018/10/06/turkstream-good-solution-for-russia-to-boost-gas-
exports-to-southern-europe?fbclid=iwar2s_cx2gl8Ixjeflvm-0hz-
kh3usvdwl6hluy7c5ghoxgnidrp4hrukbg0

%Dimitar Bechev, “Russia’s Pipe Dreams Are Europe’s Nightmare”, Foreign policy (March 12,
2019), accessed March 17, 2019.https://foreignpolicy.com/2019/03/12/russia-turkstream-oil-
pipeline/?fbclid=IWAR3HUMZi2hHP5IuGFs3fRmkHS163n13Yb7x2J75s220G5BhGHasYj819WjNw

% Sinan Ulgen and Mitat Celikpala, “TurkStream: Impact on Turkey’s Economy and Energy
Security”, Edam (November 21, 2017), accessed July 1, 2019. http://edam.org.tr/en/turkstream-
impact-on-turkeys-economy-and-energy-security/?fbclid=IwAROL ret7fSHI9XyIIHOXt-
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% “Turkey hits record gas consumption and imports in 2017”, Energy of Turkey (February 21, 2018),
accessed July 1, 2019. http://www.energyofturkey.com/turkey-energy-news/turkey-hits-record-gas-
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5vk2LOIFEUROIR7IVN6Q4Ka6PBb1DQ16fgm1aE3Q
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Stream project plays an important role in providing natural gas. Economically
speaking, Turk Stream has a magnificent impact on Turkish economic because
Turkey doesn't pay the cost of gas transit, thus they can buy it with less price through
the project. On the other hand, Turkey makes money by transiting gas from Turk

Stream to Southern Europe.*®

In 19 November 2018 at a meeting which held in Istanbul between Recep
Tayyip Erdogan and Vladimir Putin, both sides, the Russian president insisted that
Turk Stream affects economic improvement in Turkey and their geopolitical
situation in the region.®” Despite that, the project makes Turkey a centre for energy
trading and marketing between East and West. As Fatih Donmez, the Minister of
Energy and Natural Resources, said: "Turkey aim to become an energy centre, where

buyers and seller meet and prices are determined."

Here, the Turk Stream is more an economical and trading project.”
According to Daily Sabah, the cost of natural gas through this project to Turkey is
less in comparison to the price of other countries that provide Turkey with natural

gas.®

% Nuran Erkul Kaya, “Turkey to benefit from many gas supplies & best prices”, Anadolu Agency
(March 5, 2019), accessed July 1, 2019. https://www.aa.com.tr/en/energy/international-
relations/turkey-to-benefit-from-many-gas-supplies-best-prices-
[23730?fbclid=IwAR165G_7x_ZgxhGmKQMW_ rmHHhSYKNL 2kt4518INO6ycamnTO30KFw4sx
m8
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security”, Daily Sabah energy (November 19, 2018), accessed July 1, 2019.
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%®Murat Temizer, “TurkStream is key step for Turkey as gas trading center”, Anadolu Agency
(November 19, 2018), accessed July 1, 2019. https://www.aa.com.tr/en/todays-headlines/turkstream-
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1.22. Disadvantages of Turk Stream pipeline for Turkey.

After the completion of Turk Stream, Turkey would be a huge importer of
Russian natural gas, Turkey would depend on Russia to supply half of all the amount
of gas consumption of its country. That could be problematic for Turkey, because if
the political relation of two parties goes wrong, Russia will threaten Turkey by

stopping exporting gas to the country.'®

Turk Stream brought the relation between Turkey and USA alongside
European Union countries to a new low level because mentioned parties never

agreed on Turk Stream project'®*

, since it is a project oppose to their favors in
Energy Market. The part of the project that supplies Europe with Russian gas
through Turkey is the most denied project by the USA and European Union countries
since it makes Russia more powerful and more dominant in European Energy
Market, that’s why it’s believed Turk Stream would cost Turkey political relation

problems with the USA and European Union countries.'*

Furthermore the Project would help Gazprom to strengthen its position in
Turkey Energy Market, and that could lead to Gazprom’s dominance over Turkey’s

energy sector, at that time Russia can affect Turkey politically.'%
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CHAPTER TWO

I1.1. The role of oil and gas in strengthening politics of

Russia.

In the last two decades, Russia significantly returned to the world politics
and economics particularly after Vladimir Putin came to power. Russia uses energy
especially oil and gas to strengthen its politics and economics, and both Gazprom
company and Rosneft oil company became a part of Moscow government.'®
Besides, this made Russia powerful especially with those countries which have

economical relation with Russia in terms of oil and gas.'®

I1.2. How has Russia used oil and natural gas to strengthen

itself?

Russia strengthened itself by using oil and gas in two ways. First, it stands
against those countries which contradicts Moscow government. Second, it rewards

those ones which are in favor of Russia. Therefore, we give examples of those

countries especially European countries.*®

11.3. Ukraine.

Concerning Ukraine crisis, Russia has used oil and gas to make itself

powerful because Ukraine depends on Russia’s oil and gas largely. In addition,

194 eon Aron, “The political economy of Russian oil and gas”, American Enterprise Institute (May

29, 2013), accessed December 24, 2018.http://www.aei.org/publication/the-political-economy-of-
russian-oil-and-gas/?fbclid=IwARObPdwTJZemgHFDYh3pJhu4Kt8j4K9woJ1CjtJIrfURGUgOsmQby-
RD4NO

1% Norman Hertman, “Russia's natural gas is Vladimir Putin's political and economical weapon”,
ABC news (April 17, 2014), accessed December 24, 2018. https://www.abc.net.au/news/2014-04-
16/natural-gas-is-putins-political-and-economical-weapon/5394030?fbclid=IwAR0Y GobWhMB-
kVAraZ-FkkcCqR50dtTLi66TV6AdrgSKv2akgVcF93Taal4

106 Newnham, “Oil, carrots, and ...”; 134-143.
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Ukraine is the way through which Russia’s gas is transferred to Europe. However,

after electing Viktor Yushchenko as a prime minister of Ukraine in 2005

, It was
against Moscow’s favor because this prime minister Yushchenko was against
Moscow’s policy and he also supports his country to be a member of NATO. He
started reformation so that Ukraine could be a member in NATO. After that,
Gazprom company demanded to increase gas price from 50 US dollars to 230 US

dollars per 1000 cubic metres.**®

This demand was a pressure against Yushchenko’s government which
intended to take out Ukraine under the control of Russian government, thus on first
January 2006 Russia cut gas from Ukraine for a day and it forced Ukraine to return
the gas debts.'® So in Ukraine presidential election, Viktor Yanukovych won and

became Ukrainian president.

After Viktor Yanukovych was for Moscow’s politics meanwhile Moscow
supported him, so after taking presidency office, he sent a committee to Moscow to
decrease gas price and Russia agreed with the percentage 30% for the next ten years.
Thus Ukraine will earn 40 billion US dollars. This was like a gift for Ukraine
because it was supported by Russia. Therefore, it is obvious that Russia uses natural
gas to make Ukraine politics strong.**® However, after Yanukovych quit and left his

presidency because of orange revolution and left for Moscow, again Gazprom

W07«TIMELINE: Gas crises between Russia and Ukraine”, Reuters (January 11, 2009), accessed
December 26, 2018.https://www.reuters.com/article/us-russia-ukraine-gas-timeline-sh-
idUSTRE50A1A720090111?fbclid=IwAROVgX4 PPjZIJM9v00Ibz_8y-
r3S5X2PAefyighp49ebxqljaDZMnGc7Tr4
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increased gas price until it reached 378 US dollars per 1000 cubic meters in 2014 and
it caused gas price increase with the percentage 80%*'* because the relation between
these two countries became bad due to Crimea problem which was controlled by
Russia and there was a conflict between Russia and Ukraine.'*? As a result, after
increasing gas price and Russian pressure on Ukraine for the gas debts, in 2018 the
price of gas per 1000 cubic meters was 339 US dollars for Ukraine, all these

problems were due to the Ukraine policy which was against Moscow’s politics.113

11.4. Moldova.

Moldova is one of the poor countries of Europe and it largely depends on
Russia’s gas and oil. Moldova exported majority of its products to Russia. However,
after separating Transnistria from Moldova, this country divided into two parts; one
part supports Europe and Transnistria supported Moscow.'** Moreover, in 2005
Moldova’s supporting party agreed to the Europe’s support and they wanted to be a
member in Europe but Moscow stood against this and considered it as an opposition
against its favours.'™® Therefore, Russia forced Moldova via Gazprom because
Moldova’s gas sector is controlled by Moldova’s gas company and this company

belongs to Gazprom with the percentage 50% and belongs to Transnistria with the
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amount 13%, but only 35% of the company belongs to Moldova and 1% is under the
private sector.'*®As result, Gazprom demanded for gas price increase, but Moldova
refused and then Gazprom cut Moldova’s gas in January 2006 and this step was to

strengthen Moscow’s politics in Moldova.

Therefore, they made an agreement and gas price rose from 80 US dollars to
110 US dollars per 1000 cubic meters.”*” According to the agreement the price was
being increased until in 2011 it reached European countries price level which was
400 US dollars per 1000 cubic meters.*® Thus in 2010 Gazprom announced that gas
price increased to 233 US dollars and this faced a huge debts.'*® Then Moldova’s
government was obliged to demand for the reduction of gas price, so Russian energy
minister Alexander Novak stated that Moldova’s government asked Russia to
decrease gas price with the amount 30% which was 392 US dollars per 1000 cubic
meters in 2011. After that, Russian energy minister declared Moldova’s gas price
would be the same as European countries if Moldova wanted to be a part of Europe
and Energy EU Community. This minister also stated that Russia wanted Moldova to
pay back Russia’s Gazprom’s money because Moldove owed Gazprom 4.1 billion

US dollars.*?
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After all this pressures which Russia forced Moldova via natural gas, in
2017 according to EU observe in the Moldova’s president meeting Igor Dodon with
Vladimir Putin in Moscow, Moldova’s president said that he liked to end the
agreement and treaty between Moldova and European countries and he also
emphasized that they started preparation to return to Russia. Then, Russian president
promised to reduce and decrease gas price for Moldova.*?! Therefore, in the 2018
parliament election campaign lgor Dodon started that he directly talked to VIadimir
Putin to decrease gas price. Here the role of gas is appeared for Moscow’s

strength.'?

11.5. Georgia.

After arising the Rose revolution in November 2003 Saakashvili seized
power in Georgia.’*® This leader was the leader of the European supporting party.
When he won Georgian presidency election, he tried to make Georgia a member of
NATO, but this made Russia disagreeable to this attempt was against Moscow’s
interest, therefore Moscow’s government started gas sanction against Georgia.124
Thus Gazprom increased gas price from 2004 until 2006 from 50 US dollars to 235
US dollars per 1000 cubic meters as well as Moscow stated that this price is normal

as other European countries’s gas price, but this price was too high for Georgia. Then

in 2007 approximately 300 million US dollars were given to Gazprom by Georgia
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and this amount was 10% of Georgia’s budget.'”® This was a pressure against

Saakashvili’s government because he wanted to let Georgia become a member of

NATO.?®

Moreover, Russia refused Georgia to pay gas payment by debt, but earlier
Georgia could buy gas by debt for a year without interest because at that time
Georgia was under Russia’s control politically. In addition, Gazprom between 2005
and 2006 forced Tablis’s government to sell the gas tube of Georgia - Russia to

Gazprom company.*?’ However, Georgia refused this demand of Gazprom.'?

On 22 January 2006 Russia’s gas to Georgia was cut but Moscow’s
government announced that this was due to an explosion*” and Russia accused

Checheni sects of this incident.**

According to New York times, Georgia’s president
and majority of Georgia’s leaders believed that this accident was done on purpose

and deliberately by Russia to weaken Saakashvili’s government.***

Then Georgia decided to reduce the import of gas from Russia, so Georgia
imported much gas from Azerbaijan. Next, Gazprom threatened to change and

transfer the way of gas tube between Georgia and Armenia to the way between Iran
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and Georgia in 2016 and this was force Georgia'®, until they made an agreement in
2017 to continue transferring gas from Georgia to Armenia.'*

11.6. Belarus.

Belarus is one of those countries that had a strong relation with Russia and it
was a part of the previous the Soviet Union. Belarus depends on Russia’s energy,
especially oil and gas and even the price of natural gas in Belarus was the same as
the gas price in Russia."*

However, in 2006 reduced the export of gas and oil to Belarus when
Gazprom demanded Belarus to sell Beltransgaz company to it and Gazprom
threatened to cut gas from Belarus if they didn’t agree.’® After all these pressures,
Belarus agreed to sell Beltransgaz to Gazprom company with the percentage 50% in
2011.1° Thus Russia could control the gas tube between Russia and Belarus where
Russia’s gas was transferred to Europe. Therefore, in 2014 Russia controlled

Beltransgaz totally.*®
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On the other hand, in 2010 Russia decided to reduce the export of raw oil to
Belarus.’® Besides, Belarus imported too much oil and they refined the raw oil via
refineries and much of it was carried to European markets. Despite the fact that
Russia demanded Belarus to sell its oil refinery to Russia because this refinery was
significant to Minsk government economically. Russia wanted to be more powerful
in European markets to strengthen its politics thus Russia increased tax on the oil
export to Belarus.*®® Therefore, most of the political analysts inside and outside of
Belarus believed that these pressures by Russia were a warning to Belarus to

190 After that Russia and Belarus made an agreement and Belarus

approach Europe.
agreed to Russia’s demands and then the price of gas was decreased by Russia for

Belarus in 2017 and this was like a reward that Belarus obeyed Russia.***

11.7. Armenia.

Armenia and Russia have a strong relation politically and militarily because
several military bases of Russia are in Armenia, besides Armenia depends on
Russia’s energy especially gas and oil.*** However, in 2002 Armenia tried to build
and establish gas line from Iran to Armenia then to Europe, but Moscow considered
this as opposition against itself. As a result, in 2006 Moscow’s government forced

Armenia to increase gas price and sell Iran - Armenia gas line to Gazprom
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company.'*® Armenia’s government agreed to Russia’s demand."** Therefore, Russia
could control the gas sector of Armenia and the name of Armenia company changed
to Armrosgazprom.'*®> After that, in 2014, Gazprom could own Armrosgazprom
100%.** But after Armenia approached Europe again Russia threatened to increase

gas price.

In 2018 Armenian President, Nikol Pashinyan, visited Russia and met with
Vladimir Putin. The Armenian emphasized a political, economical and military

relationships between the two countries as a strong alliance.™*’

After the meeting, President Pashinyan confirmed that gas price will not
raise but stay as it was. Here it clearly shows that how Russia used energy sector,

especially gas, to develop Moscow policy in Armenia.'*®

3 Armen Grigoryan, “As Iran and Armenia agree on a new rail link, Russia blocks pipeline
development”, Asia news (June 2, 2015), accessed February 7, 2019. http://www.asianews.it/news-
en/As-Iran-and-Armenia-agree-on-a-new-rail-link,-Russia-blocks-pipeline-development-
33396.htmli?fbclid=IwAR0_yzQaZ1VF3FgEIx0h9qyy84-gbdCDSj3ezxE-50Y mjv2fAGRIKPVeaNg

“Gayane Abrahamyan, “Armenia-Iran Deal May Threaten Russia’s Natural Gas Market”, Oil price
(February 11, 2016), accessed February 7, 2019.https://oilprice.com/L atest-Energy-News/World-
News/Armenia-lran-Deal-May-Threaten-Russias-Natural-Gas-
Market.html?fbclid=IwARIpNtd5mEXA9Jd2DRWFb70B8_I3li-tfTQ1gy CLt-kKUKL teKiw-H2S048

145 Stephen Blank, “Russia Pressures Armenia to Join Customs Union”, The central Asia-Caucasus
analyst (August 21, 2013), accessed February 7, 2019.
https://www.cacianalyst.org/publications/analytical-articles/item/12793-russia-pressures-armenia-to-
join-customs-union.html?fbclid=IwARO0-PSyx-
POcupFsL6hLXURHzvXGanmZIFdzatpTzAR4wpJUZOGHW(jif-Q

148«Gazprom Completes Armenian Gas Takeover”, Asbarez (January 17, 2014), accessed February 7,
2019. http://asbarez.com/118554/gazprom-completes-armenian-gas-
takeover/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt _kgq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8

147

Denis Pinchuk and Andrew Osborn, “New Armenian PM tells Putin he wants closer ties with
Russia”, Reuters (May 14, 2018), accessed February 8, 2019. https://www.reuters.com/article/us-
russia-armenia-putin-pashinyan/new-armenian-pm-tells-putin-he-wants-closer-ties-with-russia-
idUSKCN1IF1A3?fbclid=IwAR2mGp3hEpZWn--
jO3BPFGdt_kg4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8

148 «pashinyan: Armenia, Gazprom agree on gas price”, Armenia news (January 22, 2019), accessed
February 8, 2019. https://news.am/eng/news/491998.htmI?fbclid=IwAR252Bq_OYFVhGy7dt-
sUbhTWYu29gg6yd8NVyrEnspKAiGSUGoRIHG17YIs

39


http://www.asianews.it/news-en/As-Iran-and-Armenia-agree-on-a-new-rail-link,-Russia-blocks-pipeline-development-33396.html?fbclid=IwAR0_yzQaZ1VF3FgEIxoh9qyy84-gbdCDSj3ezxE-5qYmjv2f4GRlKPVeaNg
http://www.asianews.it/news-en/As-Iran-and-Armenia-agree-on-a-new-rail-link,-Russia-blocks-pipeline-development-33396.html?fbclid=IwAR0_yzQaZ1VF3FgEIxoh9qyy84-gbdCDSj3ezxE-5qYmjv2f4GRlKPVeaNg
http://www.asianews.it/news-en/As-Iran-and-Armenia-agree-on-a-new-rail-link,-Russia-blocks-pipeline-development-33396.html?fbclid=IwAR0_yzQaZ1VF3FgEIxoh9qyy84-gbdCDSj3ezxE-5qYmjv2f4GRlKPVeaNg
https://oilprice.com/Latest-Energy-News/World-News/Armenia-Iran-Deal-May-Threaten-Russias-Natural-Gas-Market.html?fbclid=IwAR1pNtd5mEXA9Jd2DRWFb7OB8_l3li-tfTQ1gy_CLt-kUKLteKiw-H2SO48
https://oilprice.com/Latest-Energy-News/World-News/Armenia-Iran-Deal-May-Threaten-Russias-Natural-Gas-Market.html?fbclid=IwAR1pNtd5mEXA9Jd2DRWFb7OB8_l3li-tfTQ1gy_CLt-kUKLteKiw-H2SO48
https://oilprice.com/Latest-Energy-News/World-News/Armenia-Iran-Deal-May-Threaten-Russias-Natural-Gas-Market.html?fbclid=IwAR1pNtd5mEXA9Jd2DRWFb7OB8_l3li-tfTQ1gy_CLt-kUKLteKiw-H2SO48
https://www.cacianalyst.org/publications/analytical-articles/item/12793-russia-pressures-armenia-to-join-customs-union.html?fbclid=IwAR0-PSyx-P0cupFsL6hLxURHzvXGanmZlFdzatpTzAR4wpJUZOGHWgjif-Q
https://www.cacianalyst.org/publications/analytical-articles/item/12793-russia-pressures-armenia-to-join-customs-union.html?fbclid=IwAR0-PSyx-P0cupFsL6hLxURHzvXGanmZlFdzatpTzAR4wpJUZOGHWgjif-Q
https://www.cacianalyst.org/publications/analytical-articles/item/12793-russia-pressures-armenia-to-join-customs-union.html?fbclid=IwAR0-PSyx-P0cupFsL6hLxURHzvXGanmZlFdzatpTzAR4wpJUZOGHWgjif-Q
http://asbarez.com/118554/gazprom-completes-armenian-gas-takeover/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
http://asbarez.com/118554/gazprom-completes-armenian-gas-takeover/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://www.reuters.com/article/us-russia-armenia-putin-pashinyan/new-armenian-pm-tells-putin-he-wants-closer-ties-with-russia-idUSKCN1IF1A3?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://www.reuters.com/article/us-russia-armenia-putin-pashinyan/new-armenian-pm-tells-putin-he-wants-closer-ties-with-russia-idUSKCN1IF1A3?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://www.reuters.com/article/us-russia-armenia-putin-pashinyan/new-armenian-pm-tells-putin-he-wants-closer-ties-with-russia-idUSKCN1IF1A3?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://www.reuters.com/article/us-russia-armenia-putin-pashinyan/new-armenian-pm-tells-putin-he-wants-closer-ties-with-russia-idUSKCN1IF1A3?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://news.am/eng/news/491998.html?fbclid=IwAR252Bq_OYFVhGy7dt-sUbhTWYu2gq6yd8NVyrFnspKAiGSuGoR9HG17Yls
https://news.am/eng/news/491998.html?fbclid=IwAR252Bq_OYFVhGy7dt-sUbhTWYu2gq6yd8NVyrFnspKAiGSuGoR9HG17Yls

CHAPTER THREE

I11.1. The role of Gazprom and Rosneft in strengthening in

Russian position.

I11.1.1. Gazprom.

Gazprom is the biggest Russian firm, and it has the biggest production

capacity.'*°

Gazprom became stronger after VVladimir Putin came to power, because
Vladimir Putin insisted on strengthening and controlling energy sector of Russia by
Russian government, Gazprom became a tool for Russian government to perform its
policy. Russia could buy Sibneft Company owned by Ramon Abramovic for 13
billion US dollar through Gazprom firm."® Gazprom worked on strengthening itself
by controlling gas sector of some countries and reaching long term agreements with
Eastern Europe and Central Europe Countries, and after that interfering energy
market in Europe.™! According to Reuters Gazprom supplied 36.7% market share of

natural gas in Europe Energy market, that is a record never been hit by Gazprom.**

Furthermore, According to Gazprom annual report, Gazprom produced 12%
of global natural gas™* and 68% of natural gas in Russia. Gazprom exports most of

its production to Europe countries; the rest of its production is exported to Asia-
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Pacific and North American countries.”™ Russia holds 50% share of Gazprom
firm.* According to Anadolu Agency Gazprom’s production capacity is increasing.
Production capacity increased 5.8% in 2018 comparing to 2017. Meanwhile the
transportation capacity has increased 2.6% in 2018 comparing to 2017.™® Despite
The USA and Europe’s concern Gazprom managed to increase natural transportation
capacity to Europe; Gazprom could also control gas sector of many Central and
Eastern European countries. According to Oil Price Gazprom’s transportation
capacity reached 200 BCM; it’s the highest amount of gas export in Gazprom’s
history.**’

111.1.2. Gazprom and Central Asia.

Since many ages Russia and central Asian countries had a strong political
and geographical relationship, the cultural and linguistic relation are also the same
since they were part of the Soviet Union in the past. Furthermore they have had a
strategic relation concerning energy, all those reasons made them allies in the field of

oil business.*®®
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111.1.3. How does Gazprom control natural gas sector in

Central Asia?

111.2.1. Gazprom and Turkmenistan.

Turkmenistan is the fourth country in the world in natural gas reserves; they
transported most of their gas through Russian pipes to European countries so
Turkmenistan is very important for Russia, but after their natural gas increased and

China were interested in natural gas of central Asia.*

Gazprom made a long term contract with Turkmenistan in 2003 to transport
their gas through Russia for 25 years. By this contract Gazprom also takes over and

controls their natural gas and natural gas price in central Asia.'®°

The contract was a very good step for Gazprom because they were able
transport the fourth country with most natural gas reserves. Despite the economic
profits it was also important in terms of gas price and gas business because as they
were agreed in the contract Gazprom could participate in projects inside
Turkmenistan.’®! The contract continued again in 2018 after they paused for some

while because of gas price.
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111.2.2. Kazakhstan.

Kazakhstan is one of the countries in central Asia which has a strong
cultural, trading, political, and economical relation with Russia.'*’Kazakhstan is also
the way for transporting Turkmenistan natural gas to Russia; they also transport their

gas to Russia.

Gazprom also has a contract with Kazakhstan for 5.5% of their BCM since
2003.1%® Both parties also have made a contract for 25 years so Gazprom could
control their natural gas business and search for more natural gas fields in

Kazakhstan.'®* Gazprom also owns 25% of Tsentralnoye oil field in Kazakhstan.*®

After increasing the production of natural gas they had a new agreement in
2018, according to that Gazprom will buy 12.8% of (BCM) from Kazmunai Gas

every year.'®
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111.2.3. Kyrgyzstan.

After the fall of the Soviet Union Kyrgyzstan has a strong energy relation
with Russia.'®” They made a long term contract between them for 25 years in 2003,
According to the contract they cooperate in energy projects especially natural gas.'®®
Gazprom started working in gas fields in the south of Kyrgyzstan and they spent 300
million US dollars.'®® Later in 2013 Kyrgyzstan agreed to sell Kyrgyz Gas Company
to Gazprom, and Gazprom could control 100% of natural gas sector of Kyrgyzstan.
Gazprom decided to invest 600 million US dollars in natural gas sector of
Kyrgyzstan.'”® According to Reuters Gazprom bought the company for just 1 US
dollar but Gazprom must provide all Kyrgyzstan with gas according to the terms of
the agreement. The contract is very crucial for Russian economy since Russia can

control all the gas pipes for 25 years.*"*

111.2.4. Uzbekistan.

Russia and Uzbekistan had a good trade relationship; the relationship

became better in terms of economy especially energy field and politic when Vladimir
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188 Cecilia Rehn, “Gazprom and Kyrgyzstan discuss energy security”, World Pipelines (May 1,
2014), accessed January 15, 2019. https://www.worldpipelines.com/business-
news/01052014/russias_gazprom_and_kyrgyzstan_discuss_energy_security/?fbclid=IwAR3YIQVaS6
HSBCNIZRz8cG27kHx-YxRIrzyrlGgxTPI9EYOL9ZpdfHvvbVO0
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Putin became president of Russia.'’® Uzbekistan has a lot of natural gas reserves'”
and it is a member in CSTO that’s why Russia got interested in Uzbekistan’s natural
gas sector'’* and it is considered one of the most very important countries for Russia.
In 2002, Gazprom had an agreement with Uzbekneftegaz company to cooperate in
natural gas sector, by 2003 Gazprom started to transport Uzbekistan’s gas to Russia
and from there to Europe market, it was a start for Gazprom to control other
countries gas to strengthen Russia.'” In 2010, Uzbekistan renewed the contract with
Gazprom to continue selling gas to Gazprom.'"® Uzbekistan confirmed another time
in an agreement to sell 6.2 bcm amount of gas to Gazprom in 2017. Gazprom were
able to control Central Asia natural gas and beat their rival China.*’’

111.2.5. Republic of Tajikistan.

Tajikistan is one of the countries to declare its independence after the fall of
the Soviet Union, Russia was one of the very first countries to confirm its

independency; furthermore they have a very strong relation and both countries are
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members of CSTO.}® Considering all those points it was easy for Gazprom to
control Tajikistan’s natural gas in 2003 for 25 years. Both parties agreed on that
Gazprom is responsible for searching, mining and preparation of natural gas inside
Tajikistan.'” Before the agreement Uzbekistan provided Tajikistan with natural gas
but after the agreement Gazprom were responsible for that as they had already
controlled natural gas sector in Uzbekistan. Gazprom have to buy gas from
Uzbekistan then transport it and sell it to Tajikistan.’®® Gazprom have spent 150
million US dollars in 2018 by searching and mining for gas in both North fields in
Tajikistan. Despite that Gazprom have controlled Tajikistan’s natural gas sector they

buy and transport Tajikistan’s gas.'®!

111.3.Why does Gazprom buy central Asia’s Countries gas?

By controlling and buying natural gas in central Asia, Gazprom wants to
control the market there and continue to be strong in Europe market; Gazprom also
wants none of the central Asia countries to use Caspian Sea pipelines for exporting
their gas to Europe and other countries.'®?

Another reason is that Gazprom doesn’t want China to interfere in gas sector

in central Asia because China is considered to be the number one rival for Gazprom
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in the area.'®

Gazprom wants China to buy gas from them directly so that could help
Russia economically and politically to be strong in Energy market. Despite all above
mentioned, Gazprom wants to manipulate central Asia gas and make all European

countries always rely on Russia for providing them with natural gas.*®*

I11.4. Gazprom and Europe.

Russia has been sending gas to Europe since a long time ago.™® After that
Gazprom became a government company, it developed a lot and became the main
company in Russia to control energy sector in 2002. Gazprom became a worldwide
company after that Vladimir Putin came to power, and started to provide European
countries especially Eastern Europe countries with natural gas.'*® From 2006
European countries became a good market for Gazprom and they turned to be a good
energy market for Russia to sell and export its gas there.*®” Since Gazprom started to
provide much gas, and European countries had more demand on gas, Gazprom
became very interested in Europe energy market and started to export much gas to

Eastern Europe countries. To maintain its position in Europe energy market Gazprom
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applies its policy in gas market by manipulating some countries with good amount of
gas reserves and tries to be more present in the market for countries which buy gas
from Gazprom. The policy Gazprom has used would be stated in the following

paragraph in some different points.*®

1) Purchasing and becoming partners in pipelines with the companies from
Europe and Eastern Europe countries.

2) Having long term agreements with countries which have much natural

gas 189

111.5. Purchasing and becoming partners in pipelines with the

companies from Europe and Eastern Europe countries.

To maintain its position in Europe energy market and among Eastern
Europe countries Gazprom started to raise the price of gas to put pressure on
countries which rely on Gazprom to provide them with gas.*® Gazprom could be
successful in its plan and control their gas sector either by purchasing them or
becoming partners with them. Gazprom could reach to agreements with all those
countries and strengthen the position of Russia among Eastern Europe countries'®* as

it’s clearly mentioned in the following table:
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00129618v2/document?fbclid=IwAR1EUrpua5Dg49BDGIhIsEotvAJHeOMD_djksyYJJd809FEaGVP]
DT-NsNk

190 Martin Jirusek and Petra Kuchynkova, “The Conduct of Gazprom in Central and Eastern Europe:
A Tool of the Kremlin, or Just an Adaptable Player?”, Masaryk University, accessed January 20,
2019. https://ecpr.eu/Filestore/PaperProposal/fa6c3563-6¢95-49ec-9139-
d08780925e16.pdf?fbclid=IwARICRcY1AIthxIZNIKjziozSG4PArerrZshmn0iHb2T10y4w8RZdUfH
SSxE

191 “Belarus’ debt to Gazprom is rising”, OSW center for Eastern studies (May 26, 2010), accessed
January 20, 2019. https://www.osw.waw.pl/en/publikacje/analyses/2010-05-26/belarus-debt-to-

gazprom-
rising?fbclid=IwAR14xYPQMdKqd6M25KsN4BLtPaQ9B8LjHhNgqCFCJ WkB9Hrh8rbu7RJYbGM
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Table 1. Gazprom ownership of selected European gas transit infrastructure

Name Share of Gazprom ownership
Nord Stream 1 pipeline, Germany 51 per cent

Blue Stream pipeline, Turkey 50 per cent

Vemex, Czech Republic 50,1 per cent
Beltransgaz, Belarus 100 per cent

EuRoPol Gaz, Po.lam.I (Connects to 48 peern
Yamal-Europe pipeline)

Overgas, Bulgaria 50 per cent

Panrusgas, Hungary 50 per cent

Latvijas Gaze, Latvia 34 per cent

EuRoPol Gaz, Poland 48 per cent

Vemex, Slovakia 50,1 per cent
MoldovaGaz, Moldova 50 per cent plus 1 share

25 per cent (shares purchased by
Finnish State in 2015)

50 per cent of WIEE & 100 per cent of
Wingas

Gasum, Finland
Wintershall - Gazprom asset swap

Source: Rem Korteweg, “Energy as a tool of foreign policy of authoritarian states, in particular
Russia”, European Parliament's Committee on Foreign Affairs (2018), accessed January 21, 2019.
https://www.europarl.europa.eu/RegData/etudes/STUD/2018/603868/EXPO_STU(2018)603868 EN.
pdf?fbclid=IwAR1ZpMfCtjgSrZFOleTLfkHcEKZ3F9BiadQL4Anwp zknCK3HdfurnkiUms8

Gazprom has always wanted to control gas sector in any countries it
cooperates with or becomes partners with them, this has also been a clear goal for
Gazprom to export their gas to Europe easily by pipelines it controls.**? In 2011,
Gazprom bought 51% of VEMX Czech Company, by this agreement it could control

gas sector in Czech and uses Czech pipelines to transport gas to Germany and other

192 Rem Korteweg, “Energy as a tool of foreign policy of authoritarian states, in particular Russia”,
European Parliament's Committee on Foreign Affairs (April 27, 2018): 16-17, accessed January
21, 2019.
https://www.europarl.europa.eu/RegData/etudes/STUD/2018/603868/EXPO_STU(2018)603868 EN.
pdf?fbclid=IwAR2ZaSQeJG6WJIXBphgRL8Q_0bD0oihZ8Gngd4Pp2c0idybmShGecEbXBw900
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European countries.’® Despite Russia could benefit from Czech economically after
the agreement Russia can get its political interests in Czech.'®® Belarus is another
country that Gazprom controls 100% of their energy infrastructure since 2013, after
that Russia put the pressure on Belarus by raising the price of gas on them and made
Belarus to sell Beltranzgas Company to the government of Russia. Belarus’s gas
sector and gas pipelines are completely controlled by Gazprom in return Belarus can

get cheaper gas than before.*®

111.6. Why does Gazprom use partnering and purchasing
policy?

Gazprom used partnering and purchasing policy to control company of those
countries, and the country would be a guaranteed buyer of gas from Gazprom, this
can make Russia more powerful economically in energy market and help Russia to
work on its political interests in those countries more easily. Gazprom exports much

gas every year to Europe so Russia can obtain its goals inside European countries.'*

193 “Gazprom buys access to Czech consumers”, RT news (September 9, 2011), accessed January 21,
2019. https://www.rt.com/business/gazprom-czhech-electricity-gas-175/?fbclid=IwAR1zj-
CHDITYKhNWCm7SAxj02COtYraodU3vigO1gn9WbVHIEGRKIHIp6KI

194 peter Green, “Energy, Politics and Putin: Russia's Gas Power Play Traps Europe”, The street
(October 30, 2014), accessed January 21, 2019. https://www.thestreet.com/story/12907434/1/energy-
politics-and-putin-russias-gas-power-play-traps-

europe.html?fbclid=IwAR3gL 3kdo9XsD2ieUE9wWdOHALdXiolzvL NLL2ylJYFdC2YnGn_uovkvh8r
k

195 Ryhor Astapenia, “Belarus On the Russian Energy Needle”, Belarus digest (January 9, 2014),
accessed January 21, 2019. https://belarusdigest.com/story/belarus-on-the-russian-energy-
needle/?fhclid=IwAR281yDLYBLEDI66SLF7u-5Jfm2KpbgeWmTv2JVOgs3XoBgm2QWVqJL6ZfU

1% Agata Loskot-Strachota, “Gazprom’s expansion in the EU: co-operation or domination?”, OSW
center for Eastern studies (October 15, 2009), accessed January 22, 2019.
https://www.osw.waw.pl/en/publikacje/osw-report/2009-10-15/gazproms-expansion-eu-co-operation-
or-domination?fbclid=IwAR3JAltggBesnoAcfawwaw8R7nNQAJBDV6PZEmS5-
iM3TBa6pMrvgBmTA2G0
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I11.7. Purchasing or partnering in most of gas transporting
pipelines.

It is another policy that Gazprom uses to maintain its presence and strength
in energy market. Gazprom uses those pipelines to export much gas to Europe and
control the price of gas to put pressure on any country Russia want buy raising the
price of gas.'®” Belarus is one of the examples, in 2011 Russia raised the price of gas
on Belarus and gave Belarus a big amount of money as debt to make Belarus accept
Russia’s offer for controlling Yamal—Europe gas pipeline that goes through Belarus.
Belarus accepted to sell 100% of the pipeline to Gazprom to get gas in a cheaper

price from Russia.'*®

Gazprom cut off gas to Ukraine in 2006, there was a dispute in all Europe
and all countries accused Gazprom of domination and controlling gas sectors of
many countries especially Eastern European countries to strengthen its position in the
energy market.'*® Nord stream pipeline is one of the main pipelines for Russia to
transport gas to European countries, 51% of the mentioned pipeline is owned by
Gazprom, it is also one of the reasons for Gazprom to keep its position in gas market
because a big amount of gas is transported into Europe by Nord stream pipeline.?®

Despite that USA and Europe eager to compete Gazprom’s dominance in gas market
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mZQ&mtrref=I.facebook.com&gwh=05E4B30FC2533026EA45CD371C8D39A9&gwi=pay
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Yamal To The European Row On Nord Stream 2”, Vocal Europe (April 21, 2016), accessed January
21, 2019. https://www.vocaleurope.eu/how-russian-pipelines-heat-up-tensions-from-reagans-battle-
over-yamal-to-the-european-row-on-nord-stream-
2/?fbclid=IwAR1BIi7jSISWKWd806FV1f26LrkDRy yTicaBWKPWDOmMYJNDf7uFaXF42T8

199 Cassie Werber, “The EU has charged Russia’s Gazprom with abusing its energy dominance”,
Quartz (April 22, 2015), accessed January 21, 2019. https://qz.com/388749/the-eu-has-charged-
russias-gazprom-with-abusing-its-energy-dominance/?fbclid=IwAR2JUSWWWOoTFCf2M-
UlvzZicWyinEEnWifmwD1svOU9mgW--srddyhIGAHM
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Project”, Centre for European Policy Studies, Brussels (2008), accessed January 21, 2019.
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JHVUcrMT6h6PN2ciiPDjucTH7lufvptU
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in Europe®®*

, Gazprom still continues to control and cooperate in many gas pipelines
maintain its dominance by cooperating or buying gas pipeline and gas companies.?*
Gazprom owns and controls 50% of Nord Stream 2 pipelines.?®® However many
European countries and USA are worried about Gazprom’s dominance, it managed

to control 51% of Turkstream? according to information from Foreign Policy.?*

It's expected that Gazprom will be more dominant and strong in exporting
gas to European countries after finishing the two pipelines of Nord Stream 2 and
Turkstream in the end of 2019. In spite of USA and European countries disagreement
over Gazprom's dominance in energy market, Gazprom managed to control many gas

pipelines and energy market.?*

111.8. Long term agreements.

Gazprom exports gas to eastern European countries under long term
agreements, most of those agreements are for valid for 25 years. The reason for such

kind of long agreements was to guarantee its buyers in Europe market and gas

201 Andrew Dewson, “Gazprom accused of abusing its market position”, Independent (April 22,
2015), accessed January 21, 2019. https://www.independent.co.uk/news/business/news/gazprom-
accused-of-abusing-its-market-position-

10197032.html?fbclid=IwAR3gL 3kdo9XsD2ieUE9wdOHALdXiolzvL NLL2ylJYFAC2YnGn_uovkv
h8rk

22 Danila Bochkarev, “Gazprom plays ball: the depoliticization of the European gas market”,
Enrgypost.eu (January 25, 2017), accessed January 21, 2019. https://energypost.eu/depoliticization-
european-gas-market/?fbclid=IwAR1nF-Ku3G4ROwTscWoy-M-5bN0OvaOY Of-
04QDCvsWAeSB6SZdDLs3t_K-Y

203 Agata Loskot-Strachota, Szymon Kardas and Rafal Bajczuk, “The Nord Stream 2 financing
agreements”, OSW center for Eastern studies (April 26, 2017), accessed January 21, 2019.
https://www.osw.waw.pl/en/publikacje/analyses/2017-04-26/nord-stream-2-financing-
agreements?fbclid=IwAR2JUSWWWoTFCf2M-UlvzZicWyinEEnWifmwD1svOU9mgW--

srddyhIGAHM
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Dimitar Bechev, “Russia’s Pipe Dreams Are Europe’s Nightmare”, Foreign policy (March 12,
2019), accessed March 17, 2019.https://foreignpolicy.com/2019/03/12/russia-turkstream-oil-
pipeline/?fbclid=IwAR252Bq_OYFVhGy7dt-sUbhTWYu2gg6yd8NVyrFnspK AiGSUGORIHG17YIs

2% Murat Temizer, “Nord Stream 2, TurkStream on track: Gazprom”, Anadolu agency (January 16,
2019), accessed January 22, 2019. https://www.aa.com.tr/en/economy/nord-stream-2-turkstream-on-
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supply.?®® The long term agreements were also a reason to stop countries to sell gas
to third parties under legal agreements. Those countries that need gas supply have to
buy from Gazprom because many gas transporting pipelines and many gas mines are
already controlled by Gazprom. It is one of the most intelligent policies Gazprom has

used lately to control energy market in Europe.””’

The only way to guarantee it's buyers was to have long term agreements
with countries that can supply gas to Europe, Gazprom uses its ability to control gas
sector of countries that can supply gas and also control gas market of countries that
are in need of gas, so can Gazprom be the strongest and most dominant in Europe in
terms of energy. The policy that Gazprom applies could control many eastern
European and central Europe countries. One of those agreements is the long term
agreement of Gazprom with Austrian OMV Company. According to the agreement
OMV Company has to buy 4.4 bcm of gas from Gazprom every year from 2006 to
2027.2%

Another example is the long term agreement of Gazprom with Bulgarian
Bulgargaz Company, according to their agreement Bulgargaz has to buy 2.9 bem of
gas from Gazprom for 10 years until 2022, such kind of agreements guarantee
continuousbuyers for Gazprom for a long time.?®® One of the other countries for
Gazprom to control was Croatia, the only way to do that Gazprom had to have an

agreement with PPD Croatian Company, according to the agreement PPD Company

206 Korteweg, “Energy as a tool of ...”: 23.

207K im Talus, “Long-term natural gas contracts and antitrust law in the European Union and the

United States”, The Journal of World Energy Law & Business vol.4 (Issue 3, September 2011),
accessed January 25, 2019.https://doi.org/10.1093/jwelb/jwr015

208 «Gazprom and OMV AG sign Cooperation Agreement”, Gazprom (January 25, 2008), accessed
January 25, 2019.
http://www.gazprom.com/press/news/2008/january/article88240/?fbclid=IwAR2mGp3hEpZ\Wn--
jO3BPFGdt_kg4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8

% ukas 1. Alpert, “Gazprom, Bulgargaz Sign Long-Term Natural Gas Contract”, Market screener
(November 15, 2012), accessed January 25, 2019.https://www.marketscreener.com/GAZPROM-
OA0-6491735/news/Gazprom-Bulgargaz-Sign-Long-Term-Natural-Gas-Contract-
15513038/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kg4dAvmXSZavSjuYwA4nEcV1rlYhuzs7jQG8

53



https://doi.org/10.1093/jwelb/jwr015
http://www.gazprom.com/press/news/2008/january/article88240/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
http://www.gazprom.com/press/news/2008/january/article88240/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://www.marketscreener.com/GAZPROM-OAO-6491735/news/Gazprom-Bulgargaz-Sign-Long-Term-Natural-Gas-Contract-15513038/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://www.marketscreener.com/GAZPROM-OAO-6491735/news/Gazprom-Bulgargaz-Sign-Long-Term-Natural-Gas-Contract-15513038/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8
https://www.marketscreener.com/GAZPROM-OAO-6491735/news/Gazprom-Bulgargaz-Sign-Long-Term-Natural-Gas-Contract-15513038/?fbclid=IwAR2mGp3hEpZWn--jO3BPFGdt_kq4AvmXSZavSjuYw4nEcV1rlYhuzs7jQG8

agreed to buy 1.48 bcm of gas from Gazprom every year for ten years from 2017 to
2027.21°

One of the most crucial long term agreements of Gazprom is with Czech
RWE Transgaz Company. Gazprom had to make a deal with RWE company to
because of three reasons; since one third of Russia's gas is transported through
Czech, Russia sells 9 bcm of gas to Czech every year under a long term agreement
from 2007 until 2035 and Czech is also one of the good markets for Russian gas, plus

Czech has a good position in European energy market.?'

Gazprom has a long term agreement with WINGAS, WEIH German
Company for 15 years from 2015 until 2031; Gazprom supplies 1.2 bcm of gas every
year to Germany. The arrangement with the German company is considered to be a
very successful one since Germany is counted as the country with the most amount

of imported gas from Russia.?*?

The long term agreement of Gazprom with E.ONAG Company is
considered to be another successful agreement, because according to the terms of the
agreement Gazprom has to supply the company from 2006 until 2030 with a big
amount of gas that should reach 100 bcm of gas and raise the amount of importing.**?

Another example of long term agreements is Gazprom's agreement with
DEPA Company for 12 years from 2014 until 2026. According to the terms of the

2V edran Pavlic, “Gazprom Signs Ten-Year Gas Delivery Contract with Croatia”, Total Croatia
news (September 18, 2017), accessed January 25, 2019. https://www.total-croatia-
news.com/business/22102-gazprom-signs-ten-year-gas-sale-contract-with-croatia?fbclid=IwARO-
PSyx-POcupFsL6hLxURHzvXGanmZIFdzatpTzAR4AwpJUZOGHW(jif-Q

211 “RWE strengthens its position in the European gas market”, RWE corporate website (December
21, 2006), accessed January 25, 2019. https://www.rwe.com/web/cms/en/113648/rwe/press-
news/press-
release/?pmid=4001476&fbclid=IwAROWO4R4IKXYacFQIGYDgSwh8UvWKZB1IMbOQWr-
PIM7vUmhAuUVTYfhBOKS

?12«Foreign partners: Germany”, Gazprom, accessed January 26, 2019.
http://www.gazpromexport.ru/en/partners/germany/?fbclid=IwAR3uVAWLgumF55xTQ julg4evVed
n8VNEEK5LUbA2L ugBLO6C6wfCq84840

213 “Gazprom and E. ON prolong the existing contracts and sign contract for gas supply via the
NEGP”, Gazprom (August 29, 2006), accessed January 26, 2019.
http://www.gazprom.com/press/news/2006/august/article63576/?fbclid=IwAR1tqx5PZVXnPSAy-
V8d0xL10z0lv6Jw_LvFbDcNval2Uu8U921yYOceBsM
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agreement Gazprom has to supply the company with 2.5 bcm of gas every year. Also
Gazprom export a big amount of gas to Europe through DEPA Company.?*

Italy's demand on natural gas has been rising in the last years; it became one
of the countries that Gazprom have an agreement with since 2006. Gazprom has to
supply ENI Italian company with natural gas for 35 years.?®> Gazprom has to supply
ENI company with the amount of 6 bcm of gas every year for 35 years. In 2013, ENI
company became one of the most important companies and cooperates for Gazprom
because it imported 21.55 bcm of natural gas from Gazprom and it's expected there
will be an in the amount because Italy’s demand of natural gas has increased

lately. 26

Latvia is one of the other countries that are expected its gas sector will be
controlled by Russia, because Gazprom owns 34% of Latvijas Gas Company of
Latvia. After they had an agreement in 2009, Gazprom has to supply the company
with 1.1 bcm of gas every year until 2030.%*’

Despite all the guaranteed countries, Gazprom still wants to add more
countries to its list of buyers and cooperates. Poland is another country that has a

very long term agreement with Gazprom since 1996, according to the agreement

214 Alexandra Carrera, “DEPA Group achieves new gas supply deal with Gazprom™, Oil and gas
technology (February 27, 2014), accessed January 26, 2019.
http://www.oilandgastechnology.net/downstream-news/depa-group-achieves-new-gas-supply-deal-
gazprom?fbclid=IwARQiMi7SgUB6nQ6h8EwzceyXBJkdo01mT7RSTcgnrKBOQVULEOrim3LKAdV
|

215 “Gazprom and ENI ink Agreement on strategic partnership”, Gazprom (November 14, 2006),
accessed January 26, 2019.
http://www.gazprom.com/press/news/2006/november/article63661/?fbclid=IwAR1zj-
CHDITYKhNWCmM7SAXxj02C0OtYraodU3vigO1qn9WbVHIEGRKIHIp6KI

2%«Gazprom”, ENI in Russia (September 25, 2018), accessed January 26, 2019.
https://www.eni.com/en_RU/eni-russia/partners-
projects/gazprom/gazprom.shtml?fbclid=lwAR21eq E991aFAFJMVz4FUdO-
M8cnmtkcOgMjMcr7Y8ES3hruNBgfR6Vg8c

217 «Alexey Miller holds talks with Latvian Economy Minister Artis Kampars”, Gazprom (December
21, 2010), accessed January 26, 2019.
http://www.gazprom.com/press/news/2010/december/article106925/?fbclid=IwAR0 _yzQaZ1VF3FgE
Ixoh9gyy84-gbdCDSj3ezxE-50Y mjv2f4GRIKPVeaNg
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PGNIG company buys 1.2 bcm of natural gas from Gazprom every year until
2022.7

Onef Energy Company of Romania is also a guaranteed buyer of 2 bcm
Gazprom's natural gas every year. According to the agreement between Onef Energy
Company and Gazprom in 2010, Onef energy has to buy total of 42 bcm of natural
gas from Gazprom in 20 years.***

Gazprom still tries to get more countries into agreement with itself to
guarantee its dominance over the energy market in Europe. Gazprom managed to
control Slovakia's gas sector, because Slovakia depends 100% on Gazprom to supply
it with natural gas. Gazprom has an agreement with Slovakia's SPD company now,
according to their agreement written in 2008 SPD has to buy 30 bcm of natural gas

from Gazprom until 2028.%%°

I11.9. The role of Rosneft company in making Russia's

position greater.

After the fall of the Soviet Union, Russia saw a period of political and
economic unrest. Most of the energy companies were under the control of private
sector companies. Their political participations, and they misused gas and oil sector
for their own interest, thus corruption increased especially in the year 1990 most of
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ovkvh8rk
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connections (April 5, 2007), accessed January 27, 2019.
http://www.gasandoil.com/news/russia/39223c3887d31ba448e4351bc104b5be?fbclid=IwAR00uU7jY X
tJJONVPanF1cuWtFcS7Yil_tlsr3zTGK39-ng-Z2EJ9ffjWEQ4

220 Vladimir Socor, “Slovak Government Invites Gazprom into the Country”, Eurasia Daily Monitor
vol.6 (Issue: 21, February 2, 2009), accessed January 27, 2019. https://jamestown.org/program/slovak-
government-invites-gazprom-into-the-country/?fbclid=IwAR1nF-Ku3G4ROWT scWoy-M-
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the production companies were owned by private companies.?* Oil sector was
getting weak. But when Putin came into power in 2000, he started to return oil
sector. Rosneft was one of the companies that was returned to under the government
control and used to the interest of Moscow. Because Putin had a strong relationship
with Vice President, Igor Sechin, he became the head of the board of directors in
2004. After leaving government in 2012, he then became the head manager of the
Rosneft company. This was another reason making Russia policy much wider than
the other time.??® Just after returning Rosneft into government's control, it changed

from a local company to a world company.

Putin's control over energy sector especially oil had magnificent benefit to
Russian economy, how? Because Rosneft, as an example, became a big company to

provide paying for taxes and the solution of future problems comes to the country.??

Moreover, not only oil, in the recent years Rosneft started producing and
exporting gas.”** In Brasil, Rosneft owns 45% of 21 blocks of oil and gas that is in
charges of searching and digging in Amazon's Solimoes river. Thus, it helps making

Russia’s policy stronger on Latin countries.?®
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for Strategic and International Studies (February 22, 2018), accessed January 29, 2019.
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In the recent years, Rosneft developed very fast worldwide because of some
political and economic reasons especially in Asian, American and African

continent.??®

111.9.1. Rosneft in Latin America.

Despite the economic benefit for Moscow government, it also had other
political importance, too. For example, the company took the advantage of
Venezuela political-economic status by handing the Latin country a billions of loans.
According to Reuters, Rosneft handed Venezuela 17 billion US dollars as loans. It
also gave PDVSA company 5.6 billions before handedly, which is a governmental
company in Venezuela. Thus, the south American country agreed 49.9% of PDVSA
would be owned by Rosneft. PDVSA is meanwhile owns Citgo, oil refinery in the
country. It means Rosneft is also owning 49.9% of the refinery company, Citgo. All
this courage Russia to control large part of Venezuela's oil sector.??’

111.9.2. Why did Rosneft and Russia handed billions US

dollars to Venezuela as a loan?

Because Russia government wanted to support Nicolas Maduro office
through Rosneft so as to help him stay in power. This was for the aim of expanding
Moscow policy in Venezuela, and also because the Latin country comes first in
reserve crude oil. Russia's major intention of this strategy was to control petroleum
price and internationally become a great number. All those and also to support its

ally.
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In 2017, Russia started exporting oil to Cuba through Rosneft, which was
the first time after the Soviet Union. It happened after a meeting between Igor Sechin
and Raul Castro in Havana. By this agreement Rosneft could replace PDVSA to

provide reserve crude oil to Cuba.?®®

111.9.3. Rosneft and Middle East.

After the tensions between Russia and Ukraine which resulted in invading
Crimea, European countries showed disappointment and condemned Russia for using
oil and gas as a supreme intention against others. Russia then changed its strategy

and cared about expanding policy in the Middle East.?*

Syria is one of the Russia’s allies in the Middle East, it’s important
geographically because Russia’s military base is in Syria and economically it has oil.
Some believe that Syria opposed the Qatar gas pipeline projects in 2009 under
Russia’s pressure; a gas pipeline project that was backed by the US and Europe to
weaken Europe’s dependence on Russia for energy. The pipeline runs from Qatar
through Saudi Arabia and Persian Gulf then to Syria and from there to Turkey and
Europe. On the other hand Syria agreed on Iran’s plan to build a 10 billion US
dollars pipeline that goes from Iran, via Iraq, to Syria and from there to Europe under
the Mediterranean Sea. It’s thought to be the reason for Syria’s civil war that resulted

in Russia’s military intervention when Syria was about to fall.?*°
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Russia’s military intervention was because of a reason and that was Qatar
gas pipeline project. If the Assad’s Syria fell, Qatar gas pipeline that was project
backed by US and Europe would succeed, that would result in weakening Russia’s
position in European Energy Market. Thus Russia’s military intervention was to stop

Europe and US to fulfill their plan in Syria.?*!

Rosneft started to find an opportunity to strengthen its position especially
took advantage of Irag-Kurdistan problems. So the company signed an agreement
with Kurdistan Regional Government with handing Kurdish side one million US
dollars beforehand in April, 2017.%**Then in September, 2017 before the Kurdish
referendum for independence. Rosneft reached an agreement with KRG according to
the agreement Russia established gas pipelines to export natural gas to Turkey at the
price of 1 billion US dollars with the capacity of 30 bcm a year. It's expected to send
natural gas for Turkey in 2020 then there to Europe. But after the referendum, Iraqi
government took over Kirkuk through forces and then could control the oil fields in
the city which were under KRG government before referendum.?**The oil pipelines

between Kurdistan Kirkuk - Turkish Jaihan was controlled by Rosneft company.?**
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111.9.4. Why did Rosneft signed agreement with KRG despite

having problems between KRG and Central Government?

Because Rosneft wanted to take advantage of the tensions between the two
governments and then to control oil and gas sector so as not to be an alternative of
Russia to provide gas for Turkey and European market.>*® On the other hand, Russia

intended to strengthen its policy in Iraq because of its rich source in reserve crude
0il. #*

Although, in the way control of the Iragi oil Russia can influence on oil

market, because Iraq is a member of OPEC.?*

Rosneft is continuously working on strengthen Russia’s position in the
Middle East yet. Rosneft agreed a deal with Iranian company NIOC to collaborate on
increasing oil production project at 55 million tons that equals 1.1 MBD of oil also

increasing natural gas production.?*®

The agreement was made despite the USA’s
concern over the matter to strengthen Russia’s position inside Iran and the Middle

East.
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According to current estimates by OPEC, Iran is the third country with most
oil reserves in the Middle East, that’s why Iran can affect on oil price because Iran is

also a member in OPEC.?%

Despite all agreements made in the Middle East to strengthen Russia’s
position, Rosneft has worked on strengthening Russia’s position in Asia too. A 20
years agreement was made between Rosneft and China in 2009, according to the
agreement Rosneft would supply China with 15 million tons of oil every year in

return for 25 billion US dollars.?*

After China’s high demand on oil, a deal between Rosneft and CNP was
signed in 2013 this became the biggest deal in the history of oil industry; according
to the deal Russia has to supply China with 365 tons of oil in 25 years, in return
Russia would get 70 billion US dollar in advance. The deal made Russia’s position

stronger in Asia.**

India’s demand on oil like china is increasing continuously. Thus Rosneft
bought Essar refinery from India for 12.9 billion US dollars in 2017. Since Essar is
the second largest private sector refinery and it processes 400.000 barrels of crude oil
in a day; Russia’s position would become stronger in Asian Energy market and India

would become a very good market for Russia’s 0il. 24

2% «OPEC Share of World Crude Oil Reserves”, Organization of the Petroleum Exporting
Countries, accessed April, 19, 2019.
https://www.opec.org/opec_web/en/data_graphs/330.htm?fbclid=IwAR3juHdOpQ 4 KlobVWngHr
jCROt-fzJh49sIMh2E4EwW9 _vUVmoD5hdcDM

240R obin Paxton and Vladimir Soldatkin, “China lends Russia $25 billion to get 20 years of oil”,
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china-oil-sb/china-lends-russia-25-billion-to-get-20-years-of-oil-
iIdUKTRE51G3S620090217?fbclid=IwAR3vOg8KCFWB7GagyQlutw7hsR8c3e2sSOXDHI6CmLm
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?l«Russia, China sign 'unprecedented' $270 bn oil deal”, Fox news (June 21, 2013), accessed
February 7, 2019.https://www.foxnews.com/world/russia-china-sign-unprecedented-270-bn-oil-
deal?fbclid=IwAR3SDYWwEW0ZABT3W3IU6FhPE3tS9fx1gBpJR-Irv4FpxIBA3cnDMKGo_Jo

242 promit Mukherjee, “Rosneft seals first Asian refinery deal with Essar Oil purchase”, Reuters
(August 21, 2017), accessed February 7, 2019. https://www.reuters.com/article/us-india-essar-
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Russia showed its interest in Africa, because Africa has a big amount of oil
and natural gas reserves. Russia supported Gaddafi regime because both parties had a
strong relation. After the fall of Gaddafi Russia tried to strengthen its position in
Libya by oil industry deals. For that purpose, Rosneft signed an agreement with
Libya’s National Oil Corporation (NOC), according to the agreement Rosneft has to
boost and increase Libya’s oil output after it was decreased because of Libya’s civil

war.?*3

Economically the agreement was very important for Russia because firstly
Libya is a member in OPEC, secondly the expenses of oil process in Libya is much
less than many other countries. Thirdly Russia can transport natural gas from Libya

to Italy.?**

Egypt is another important country for Russian in Africa because it has a big
population. Russian company Rosneft bought 30% of Egypt’s Zuhr gas field from
the Italian company Eni at 1.1 billion US dollars in 2017. The deal will strengthen

Russia’s position in the European and the Middle East markets.?*

3 Aidan Lewis, “UPDATE 1-Russia's Rosneft, Libya's NOC sign oil offtake deal”, Reuters
(February 21, 2017), accessed February 7, 2019.https://www.reuters.com/article/libya-oil-rosneft-
oil/update-1-russias-rosneft-libyas-noc-sign-oil-offtake-deal-
idUSL8N1G61XJ?fbclid=IwAROMSEpPROQCIKXG_rjD8ulzh6tipSWwJZsz8EyTHQ4eRjhu9KK1wf
Gz77pl
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(February 21, 2017), accessed February 7, 2019.
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245 «“Russian company buys 30% of Egyptian ‘Zuhr’ gas field in Mediterranean”, Egypt independent
(October 9, 2017), accessed February 7, 2019. https://www.egyptindependent.com/russian-company-
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C2_DOuEE5gM
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CONCLUSION

As shown in the present thesis that energy sources, especially oil and natural
gas sectors, have played a key role in strengthening and improving the economy of
Russia. This strengthening has been started as Vladimir Putin got the power and
became the leader of the country, since he played a pivotal role in the process. Thus,
it can be said that oil and natural gas have become the main pillar of Russia’s
economy as more than half of Russia’s export depends on both oil and natural gas
sector, and this becomes a fact that Russia is appearing weak without these sources.
This is obvious that in the recent years the about 40-50% of the country’s budget has
been obtained through oil and natural gas resources.

In spite of being a strong point for the economy of Russia, oil and natural
gas have become a strong political weapon for the country, which has been used to
support its policies inside the neighboring countries; chief among them, eastern
European countries, in order not to let them having membership in NATO. In other
words, cheap oil and natural gas have been provided by Russian government for
those countries that compatible with Russia’s natural resources’ policy including
Armenia and Belarus. However, Russia raised the price of natural gas on the
countries that do not abide by Moscow and support NATO and also want to be a part
of this organization, especially those which were a part of the Soviet Union. Russia
also prevented them, especially Ukraine and Georgia from its natural sources as a
pressure, particularly, obliging them to accept Russia’s policy and not thinking of

NATO membership.

Furthermore, oil and natural gas sources have become a crucial part of
Kremlin policy; the companies in this field, especially the two giant companies
Gazprom and Rosneft have played an important role in widening Russia’s policy and
its supremacy by manipulating oil and natural gas sectors in different countries,
especially those that own a lot of oil and natural gas. This is obviously followed by

Russia in order to influence the market and to be more powerful in the world.

64



In conclusion, it can be said that Russia continues to try to strengthen oil
and natural gas sector, since its government have invested a great deal in the field
and keeps trying to remain steadily in the world’s energy market. In addition, in
order for Russia to stay as a super power in the world, they are ready to intervene
with military as it took place in Syria. Therefore, the researcher recommends that it is
more useful for Russia to pay more attention to new technological tools and means in
both oil and natural gas sector, in order that they do not rely on other companies and
countries, which as a result could negatively affect oil and gas production. In
addition, Russia has to take Asia’s energy market into consideration rather than the

Europe’s.
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