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Abstract 

This thesis investigates the political and economic rationales behind Russia’s gas strategy 

towards Ukraine. Existing literature on the topic tend to treat political and economic 

rationales separately with a predominant focus on the political aspect. By applying both the 

political and economic approach in conjunction, this thesis contributes to widen the debate 

by analyzing how the impact of these two factors is influencing Russian gas strategies. To 

investigate this relationship the realist framework and the complex interdependence theory 

is employed as conceptual frameworks and analytical tools. 

 

The study finds that the importance of maintaining commercial viability within the gas 

sector appears to be a key objective in Russia’s foreign gas policy despite certain politically 

motivated actions. Due to the mutual dependency on gas and especially the mutual 

economic interests, it appears that Russia mostly refrain from using gas as a tool in political 

contexts and conflicts with Ukraine. Therefore, based on the observations made in this 

analysis, economic implications stand out as the strongest indicator of decision making 

within the Russian gas sector.  
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CHAPTER 1 – INTRODUCTION 

“External forces are starting to create imbalances in the [gas] sector, which means that 

the status quo may not be able to continue” (Henderson & Pirani, 2014, p. 37).  

The Oxford Institute for Energy Studies notes that in the near future the Russian gas 

industry can become a crossroad where important choices have to be made between 

geopolitical and economic efficiency (Mitrova, 2014, p. 38). Today, Russia holds the 

world’s largest gas reserves at 18 per cent and accounts for 13 per cent of total output 

(Gazprom, 2015a). Gas, together with oil, constitutes the backbone of the Russian economy 

and makes up18.6 per cent of GDP, 41 per cent of budget revenue and 46 per cent of total 

exports (Henderson & Pirani, 2014, p. 8).  

In this massive industry, Ukraine is a key actor, being the largest importer of Russian gas of 

the CIS
1
 states (Pirani, 2013, p. 5). In addition, 80 per cent of Russian gas export to Europe 

is transmitted through the Ukrainian pipeline system (Henderson & Pirani, 2014, p. 70). 

This constitutes about half of Russia’s total gas export (International Monetary Fund, 2014, 

p. 18). The EU is dependent upon a functional Russia-Ukraine gas relationship in order to 

secure energy supplies.  In 2012, Russia accounted for 34 per cent of EU’s total gas import 

and in Eastern Europe Russian gas completely dominates the market (J. Stern et al., 2014, 

p. 4). Russia and Ukraine’s gas related economic interests are, inter alia, for the above 

mentioned reasons, heavily intertwined.  

From a commercial standpoint, one would expect Russia to maximize gas exports to its 

customers. However, the historical developments of Russian gas strategies towards Ukraine 

show that Russia’s strategy has deviated from a pure economic mindset.  In 2006, 2009 and 

most recently in 2014, Russia cut gas supplies to Ukraine, indicating bilateral issues within 

the gas sector. Since gas is a tangible, physical and geographically contingent commodity, 

it becomes a mechanism with concrete effects in international affairs. Hence, there are both 

political and economic interests that affect fluctuations in the bilateral gas trade.  

                                                        
1
 Commonwealth of Independent States 
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The political and economic implications and effects of Russian gas are visible in the 

dynamics of the Russian state as well. Gazprom is the main producer and exporter of 

Russian gas, and is with its close proximity to the Kremlin challenged with the dilemma of 

balancing commercial interest with political “necessity”. Additionally, despite the desire of 

stabile deliveries of gas, the lack of multilateral regulatory frameworks has made it difficult 

to develop standards and rules to assure security of supply, fair competition and pricing 

mechanisms (Cottier, 2010). Russian actions towards Ukraine are therefore based on 

domestic strategies that can cause instability. Its dominating position in a market where 

interruptions in supply can have devastating effects on many consumer countries forms the 

basis for a heated debate. 

Russian economics and politics appear to be closely related within the gas sector, but are 

often examined independently. Much of the existing literature on Russia-Ukraine gas 

relations focuses on Russia’s use of gas as a political instrument to safeguard the country’s 

political interests (often embedded in the desire to protect security and identity) by 

pressuring Ukraine to political concessions (Newnham, 2011). This is also reflected in the 

popular  perception, as was evident following the 2006 and 2009 gas disputes, where 

Russia was criticized and accused of using gas as a political weapon (The Economist, 2009; 

Secretary Rice, 2006). According to Newnham (2011, p. 1), “Russia’s energy leverage in 

recent years, [has been] a source of power which Russia has used both to reward its friends 

and punish its enemies”. On the other side, however more sporadically, the literature 

regards the actions of Russia and Gazprom as motivated by commercial interests based on 

the mutual dependency that exist within the gas sector (Mitrova, 2014). Interestingly, 

Henderson and Pirani note that, “Russia-Ukrainian gas trade is moving away from 

politically negotiated bilateral trading relationships, and towards relationships determined 

largely by market forces” (2014, p. 184).  

Considering that the literature has mostly remained separated between a political and an 

economic approach in understanding the underlying rationale of Russia’s actions in the gas 

sector, the economic approach has evidently received the least attention. Hence, a gap 

emerges within the academic field of Russia-Ukraine gas relations. This thesis aims to fill 
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this void by using both approaches in conjunction. As a result, a contribution of a broader 

and more accurate analysis of the effects of Russian gas policies towards Ukraine can 

emerge, an analysis where politics and economics are equally applied in understanding 

Russia’s motivations and gas strategy. 

The diverting interpretations and insufficient focus on the economic rationale, creates the 

foundation upon which my research question is based. In more concrete and simplified 

terms, the following research question will guide the design of this qualitative and 

interpretive study:  

To what extent has Russia used gas as a political tool in its bilateral relations with 

Ukraine during the past decade? 

1.1 Literature Review & Operationalization 

Even through there has not been conducted much research on the respective topic of 

Russian gas relations with Ukraine, a common denominator exist among the existing but 

sparse literature. Contributions from social and political scientist, politicians and the media 

often seek to support the assertion that Russia uses its strong position in the gas market to 

exercise influence over other sovereign state’s internal affairs or to affect foreign policy to 

match Russian interests (The Economist, 2013). According to Varol at the European 

Scientific Institute (2013, p. 20), “Moscow designs all its foreign policy strategies in 

accordance with its energy weapon capacity”. It is not to get around that there is a general 

assumption, particularly in the West, that Russia is bullying Ukraine. Dr. Hill at the Foreign 

Policy Centre claims that Russia has transformed from a military superpower to an energy 

superpower (2004, p. 1). With that comes the ability to use gas as a political mechanism 

that can have implications far beyond the energy sphere. Further, Baran at the Center for 

Eurasian Policy calls Russia’s action in the gas sector political manipulation and claims 

Russia to be a repeat offender. “Many times over the past decade, Moscow has utilized 

near-identical tactics in countries it considers to be its near abroad. It has repeatedly cut off 

energy supplies during a political dispute, smugly blamed technical difficulties for the 
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problem, and eventually shifted supplies to another destination unless the victim acceded to 

the Kremlin’s demands” (Baran, 2007, p. 134). The article fails to investigate potential 

economic reasoning that might form the basis of such actions. There is an overwhelming 

majority of articles that claim Russia to be an energy superpower using its leverage to 

affect politics
2
. Additionally, there is lack of distinguishing between the use of gas for 

political gains unrelated to gas and the use of gas to improve Russia’s position in the gas 

market. To investigate the underlying political and economic motivations of Russian gas 

policy towards Ukraine this thesis takes point of departure in the initial understanding that 

academia and the media claims Russia to use gas actively in achieving political objectives.  

In order to answer the research question an investigation of bilateral political and economic 

conflicts in relation to actions in the gas sector will be conducted. It is likely that both 

political and economic rationales will guide the Russian decision making process and based 

on this, the aim is to look for arguments to support the two potential outcomes of Russian 

gas policy towards Ukraine – (1) the use of gas as a political instrument and (2) the use of 

gas for commercial gains. To guide the analysis two hypotheses will be developed to 

sustenance each claim and respective theoretical frameworks will support each hypothesis. 

An interesting question to ask is whether there is evidence to support a connection between 

actions in the gas sector with outcomes of the given political disputes? Subsequently, the 

political and the economic approaches represent the two main motivating factors in Russian 

gas strategy. Therefore, this is a side-by-side analysis of the gas related political and 

economic forces impacting the relationship between Russia and Ukraine. (See fig. 1.1 p.9.)  

To analyze the bilateral political conflicts two theoretical approaches will be applied. To 

understand the political rationale, Robert Gilpin’s realist framework will be employed and 

to analyze the economic rationale Keohane & Nye’s complex interdependence theory will 

be utilized (further developed in the theory section). All the selected political and economic 

conflicts will be analyzed in light of both theoretical frameworks to develop arguments of 

both political and economic understanding.  

                                                        
2
 (See among others: Baran, 2007; Bilgin, 2011; Hill, 2004; Mohsin Hashim, 2010; Newnham, 2011; Rutland, 

2008; Varol, 2013) 
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The analysis will initially review the economic implications of gas by looking at the price 

and volume developments in Russia-Ukraine gas trade. Secondly, an examination of the 

commercial interests of the gas sector, including Ukraine’s outstanding debt to Gazprom, 

will be conducted. Further, the bilateral political conflicts I have chosen to focus on is 

Ukraine’s approximation towards NATO and the EU, the dispute regarding the Black Sea 

Fleet, the Crimean Conflict, the role of Russian minority and language in Ukraine and the 

Ukrainian unwillingness to participate in regional economic zones and cooperate within 

the CIS and what role gas has played in these events. 

With this approach there is a danger of ignoring important bilateral issues or avoiding other 

areas of interest. However, based on empirical research and grounded in theory I believe I 

have chosen the two most evident motivating factors for Russian actions in the gas sector as 

well as the most relevant bilateral conflicts in Russia-Ukraine relations. By looking at the 

economic implications of gas and the role of gas in these bilateral political disputes it is 

possible to look for evidence to support a substantiated answer to the research question.  

Before moving on to the analytical design and method section of this analysis I would like 

to underline that the purpose of this report and the choice of topic is not selected with the 

intent to generalize in a larger context but is rather embedded in a desire to achieve greater 

insight into Russia’s gas relations with Ukraine. I want to contribute with a new perspective 

to the debate beyond the polemic assertion that Russia uses its position in the gas market to 

exercise political influence in Ukraine. 

1.2 Analytical Design & Method 

To answer the proposed research question the thesis will use a qualitative and interpretive 

approach in analyzing documents within the given time period. An extended timeframe of 

approximately ten years allows for a more accurate representation of the empirics and will 

consequently support the legitimacy of the findings as compared to only analyzing for 

instance one year of gas negotiations. Applying the same question to an extended time 

period will create a better understanding of the subject matter and make it possible to look 
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for trends and similarities in the analysis. The overarching case is Russia’s gas relations 

with Ukraine under which I will investigate the motivation behind Russian gas policy in 

this regard. The incidents in 2006, 2009 and 2014 mark serious disputes in their bilateral 

gas negotiations and will mark the time frame where Russian gas has played a significant 

role and within which this analysis will fall. The analysis will culminate on 16 June 2014, 

when Russia subsequently cut off gas supplies to Ukraine again. This is necessary as the 

access to consistent and trustworthy data beyond this point is likely unreliable and volatile, 

and arguably also too close in time. 

In order to be able to analyze the data and substantiate a satisfactory outcome it is necessary 

to have an adequate number of observations through time. This is referred to as within-case 

comparison and makes it possible to discover trends within the chosen topic area (George 

& Bennett, 2005, p. 21). The decision to address a relatively long time frame for this 

analysis is therefore supported.   

Gathering of data is limited by the fact that the case under scrutiny has a recent time frame 

and lack transparency, making it difficult to identify the inducement to the Russian gas 

relations with Ukraine (Smith, 2010, p. 3). This is often typical for data intensive studies 

(particularly controversial topics) that have occurred within a recent time frame. Due to the 

scope of this thesis and the restricted information embedded in gas contracts between the 

two parties, contractual elements of the disputes must be disregarded. I realize that this is a 

potential limitation to the thesis as the legal instruments might provide inside into important 

information not publically available. However, the most important elements for this 

analysis are embedded in the external environment surrounding the gas sector and the 

historical economic data that is obtainable. Therefore, this limitation should not provide any 

restrictions on the conduct of the investigation.  

Qualitative studies in political science and political economy is generally characterized by 

the interpretation of high context data (George & Bennett, 2005, p. 3). It is natural and 

probably necessary to base this study on qualitative rather than quantitative method given 

the complexity of the subject matter. One of the key advantages of qualitative study is 
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according to John Gerring (2007, p. 49) the depth of analysis that it offers. The type of data 

gathered is of great importance to make a comprehensive analysis and accurately describe 

the given occurrences. This thesis will be an in depth analysis spanning over a relatively 

long time frame (approximately ten years). This gives the ability to analyze trends in 

Russian motivations and rationale in the gas sector as would not be possible if only 

addressing one conflict alone. 

In terms of data gathering, primary sources are desirable, but yet difficult to get a hold of. 

Secondary sources will therefore play an important role in unveiling background 

information and putting the pieces together. It is essential to crosscheck primary data with 

secondary sources or use multiple secondary sources when possible in order to achieve the 

Rankean ideal of proper sourcing (Camic, Gross, & Lamont, 2011, p. 90). This is formally 

known as source triangulation and is useful in collecting information from multiple sources 

with the aim of confirming the same fact (Yin, 2013, p. 119).  

The data in this thesis will be gathered from primary sources when possible, but as the 

subject often lack transparency secondary sources such as, scholarly literature, news 

articles and statistics (can be primary source) will be utilized. Primary sources will include 

official documents, white papers and statements from governments and companies. It is 

important to keep in mind the weaknesses of secondary sources. They can be inaccurate 

and biased with the risk of being misinterpreted. By collecting a substantial amount of data 

the probability of misconstruction decreases.  

Much of the data in this thesis is collected from the Internet. It is essential to be aware that 

sources collected online might have a reliability issue. I try to avoid this by only accessing 

trustworthy web pages and distribution channels, and by using sources where the 

article/data was initially published. Diversity and reliability are key aspects of proper data 

collection and will contribute to strengthen the legitimacy of this thesis.   

I will use primarily Western news agencies as Ukrainian and Russian media can be biased 

and lack trustworthiness (Smyth & Oates, 2015, p. 286). However, I will examine news 
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agencies used by recognized researchers in their work and make exceptions based on that. 

Western media might lack detailed information their Russian and Ukrainian counterparts 

have and rely solely on correspondents in the large cities such as Moscow and Kiev. To 

adjust for this I will utilize Western academic literature. However, it is important to point 

out that it is appropriate to incorporate the Russian point of view as I argue the Western 

literature to extensively focus on negative political implications of Russian gas policy. 

This research will utilize an interpretive approach, meaning that general insight and 

theories deliberately are applied to interpret and explain what is being examined. In this 

regard, this means that Russian gas policy will be investigated and analyzed through 

theoretical frameworks I find appropriate. From each theory a hypothesis will be derived to 

help break down the initial research question and to better operationalize the analysis. The 

hypotheses will thus be directly linked to the overarching research question and applied to 

analyze the bilateral cases. This will be further developed and elaborated on in the theory 

chapter. 

Chapter two will present the theoretical frameworks that represent the political and 

economic rationale respectively and from which the two hypotheses will be derived. 

Chapter three encompasses the empirical data including a breakdown of the Russia-Ukraine 

gas relations and the central bilateral conflicts from 2006-2014, divided into three sections 

centered around the disputes of 2006, 2009 and 2014. Chapter four contains the analysis of 

economic implications within the gas sector as well as the role Russian gas strategies have 

played in bilateral matters. The analysis aims to test the viability of the political and 

economic rationale on the given cases. 

The following graphic shows the breakdown of the entire thesis. All sections in the image 

will be thoroughly explained in its respective chapter. 
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Figure 1.1 Research Structure 
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CHAPTER 2 – THEORETICAL PERSPECTIVES 

The following section will describe theoretical perspectives suitable to analyze and 

understand Russian gas strategy in bilateral conflicts with Ukraine. Two main frameworks 

will be utilized. First, I will apply Gilpin, the political economist’s, realist perspective to 

understand and analyze the political rationale in Russian gas strategy. Second, I will use 

Keohane and Nye’s complex interdependence theory, a more liberalistic approach, in order 

to interpret and understand the economic aspects of mutual dependence that develops from 

the mutual interests in the gas sector. However, in this thesis the theories are treated equally 

and will be applied on the same level to evaluate the bilateral disputes from a political and 

an economic perspective respectively. 

Scholars have traditionally argued that military power is superior to other forms of power 

and therefore states with the strongest military power would be in charge of world affairs 

(see: Morgenthau, Thompson, & Clinton, 2005; Waltz, 1979). However, throughout time, 

and especially after the Cold War, “the resources that produce power capabilities have 

become more complex” (Keohane & Nye Jr., 2011, p. 9). In order to understand Russia’s 

foreign gas policy, it is necessary with a thorough understanding of Russia’s view of itself 

and the world around it throughout the timespan of the past decade. This will contribute to 

the understanding of Russian actions in the gas market from a political and economic 

perspective. 

Further, academia has traditionally argued that Russia’s world view is embedded in realist 

thinking. During Soviet times, the Cold War and the post-war era academic literature has 

been dominated by realist interpretations (see: Hanley, Yershova, & Anderson, 1995; 

Kryshtanovskaya & White, 1996; Rivera & Rivera, 2006). As argued by many scholars, the 

realist framework has since the breakup of the Soviet Union in fact been the leading 

intellectual framework in understanding Russian foreign affairs (Shakleyina & Bogaturov, 

2004, p. 1). According to Varol (2013, p. 395), it is also often used to understand and 

support the assertion that gas is used to solve political conflicts with the underlying agenda 

of protecting national security and identity. Hence, despite increased interdependence and 
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changes in geopolitics, the political rationale of Russian actions in the gas market and the 

strong traditions embedded in Russian foreign affairs is likely to be best understood using 

the realist approach. The complex interdependence theory will provide an analytical 

framework to grasp the economic interests that arises between the two states and 

emphasizes economic cooperation over political military dispute. Hence, there is a need to 

apply both approaches to constitute a solid interpretative theoretical framework that is able 

to cover both aspects of the Russian rationale in the bilateral gas relationship with Ukraine 

as it seems to be based on both politically and economic motivations. The two approaches 

require different conceptual interpretations but are still closely interconnected.  

No theory can bear the burden of providing the full truth. This entails that we use theory as 

a measure to understand the world around us, but that the complexity of influencing factors 

is left out. In order to make sense of the big picture we take the world apart and analyze it 

piece by piece before we put it back together again. By that we can allow ourselves to use 

simplified methods as the combined image will give a more accurate representation of the 

complexity of the actual world order. Theory works best that way; when applied to specific 

and defined topics. The applicability of the realist framework to understand the political 

motivations in the use of gas and the complex interdependence theory to understand the 

economic aspects of mutual interests within the sector will do just this.  

2.3 Russian Gas from a Realist Perspective 

Realism is a tradition of international theory centered upon four main propositions. First, 

the international system is anarchic, second, states are the primary actor, third, all states 

within the system are unitary, rational actors and forth, the primary concern of states is 

survival, protected through the buildup of military structures (Gilpin, 1984, p. 290). These 

characteristics portray a world order existing of constant antagonism, where states are the 

highest controlling entity. States tend to pursue self-interest by attaining as many resources 

as possible and security dilemmas may arise as a result of the attempt to increase military 

power to protect own sovereignty (Gilpin, 2001, p. 17).  
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Many scholars have given their interpretation of the realist paradigm. In this research I will 

apply the political economist Robert Gilpin’s approach. In one of he’s important 

contributions, The Political Economy of International Relations (1987) he examines state-

centric realism that again in 2001, is further developed in his book Global Political 

Economy. Gilpin claims that international political economy (IPE) gives a political science 

view on the international economy as such. It is important to keep in mind the close 

relationship between politics and economics even though literature often treats the two 

fields as separated spheres (Hveem, 1996, p. XI). In this thesis I will argue that in Russia-

Ukraine gas relations the two fields of the international system in many ways affect each 

other directly and often overlap. Hence, the IPE approach gives a suitable angle for 

interpreting Russian foreign gas strategy.  

State-centric realism is what Gilpin describes as “the traditional form of realism” that 

emphasizes the state as the primary actor in international affairs (referred to as realism from 

here on) (Gilpin, 2001, p. 17). These political units are at the top of the hierarchy with no 

superior authority; hence this asserts that the analysis should focus on the behavior of the 

individual states. Realism is not a scientific theory as it is not subject to falsifiability and 

cannot be proven by empirical research; it is merely a philosophical position and an 

analytical perspective (Gilpin, 2001, p. 15). According to Gilpin (2001, p. 14), realism is 

merely an analytical tool regardless of any personal view one might have about the world 

order. It is an interpretive theory that is utilized to gain a better understanding of the subject 

matter and to conduct meaningful analysis under suitable circumstances. The state becomes 

the most important actor in realist thinking and is autonomous and unitary because it acts as 

one (Hveem, 1996, p. 25). Following is a discussion on Russia as a unitary, rational actor, 

one of the propositions of the realist framework and the rationale behind much of scholarly 

literature that assumes Russia to use gas for political gains. 

It is of essence to understand Russia’s internal perception of foreign affairs in order to 

understand the political rationale behind its actions within the gas sector. By viewing 

Russia as a unitary, rational actor it can contribute to develop arguments to strengthen or 

weaken the research question of whether political motivations create the bedrock of 
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Russian foreign gas policy. Realism is viewed to include certain specific traits, such as the 

role of the actor being unitary and rational. The unitary, rational actor model, suggests that 

a state has a clear and consistent preference structure, that it has particular characteristics 

(G. Allison, 1972, p. 29). These include: prioritizing hierarchically, having internal 

consistency where interests and goals are characterized by being mutually complementing 

and a high level of predictability regarding the choices made by the actor (G. Allison, 1972, 

p. 30). Additionally, it is assumed that the culture of a unitary, rational actor is permanent, 

not changing over time and built on pursuing interests rationally, knowing its options and 

potential outcomes (G. Allison, 1972, pp. 29–30). It is generally perceived that open and 

democratic states tend to not be unitary actors (Hveem, 1996, p. 26). Corporations and 

interest groups follow goals in a unitary, rational manner as their focus area is defined and 

concentrated around one goal, one sector and one topic area. It is difficult for nation States 

to operate in the same way hence making it difficult to act as a unitary, rational actor. A 

relevant question the political scientist, Helge Hveem, asks is whether nation states can 

gather around a common goal making it act unitary (Hveem, 1996, p. 26). If we look at 

Russia, there is evidence of authoritarian elements. Major decisions are agreed upon within 

a small group of powerful people. This might entail that it is easier to agree on a common 

goal, - a more unified agenda, - making Russia more of a unitary, rational actor. The state 

might take into consideration potential external variables in order to arrive at a sound 

policy. However, it is entirely up to the internal nation state to draw the final policy. This 

claim substantiates the fact that it is important and necessary to view Russia as a rational, 

unitary actor when arguing for the use of gas for political gains. Unitary actors tend to 

operate with a unified agenda, which in Russia is centered around the political elite 

(Hveem, 1996, p. 25). This could contribute to emphasize the political goals in foreign 

affairs. 

As realism is one of two theoretical pillars in this analysis, it is important to understand 

what aspects of Russian foreign gas policy that can be understood in light of this 

framework. Gilpin emphasizes that “national governments still make the primary decisions 

regarding economic matters; they continue to set the rules within which other actors 



Russian Gas Relations with Ukraine: Competing Political and Economic Interests 

 

16 

 

function, and they use their considerable power to influence economic outcomes” (Gilpin, 

2001, p. 18). The influence of the Russian elite, and implicitly the realist school of thought, 

is common in post-soviet literature and can explain the pursuit of political agendas over 

economic (see: Hanley et al., 1995; Kryshtanovskaya & White, 1996; Rivera & Rivera, 

2006).  

Certain aspects of Russia-Ukraine gas relations will be understood and analyzed from a 

realist perspective where it is assumed that the policies of Russia are determined by the 

governing political elite. According to Gilpin (2001, pp. 18–19), “[…] national security is 

and always will be the principal concern of states” and they “[…] must constantly guard 

against actual or potential threats to their political and economic independence”. The gas 

sector is primarily emphasized through political and economic interests and can be 

understood as a security related matter. The realist paradigm emphasizes that nation states 

must be aware of changes in power relations as it may alter the strategy of particular 

initiatives (Gilpin, 2001, p. 19). Gas policy is a sensitive area where shifts in power affect 

the overall strategy.  

Traditionally, scholars have argued that fundamental principles of realism, including the 

anarchical world order and the interest of protecting own security, sovereignty, territory and 

identity, gives military capabilities a central role in foreign policy (Morgenthau et al., 2005; 

Waltz, 1979). However, other means of influence, such as gas, can adopt the same 

characteristic and function as a capability to affect foreign affairs. In the same realist 

literature as described previously, zero-sum games are believed to characterize the 

distribution of power and the Russian mentality (whether this “game” is militarily or 

through other means, such as gas), meaning there are no interdependencies and only one 

winner (Mirsky, 2014). Hence the realist approach is suitable to analyze the political 

aspects of Russian gas policy.  
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2.3.1 Introduction to Hypothesis (H1) - Gas as a Political Mechanism 

The political understanding can be derived from the realist perspective and reflects the most 

common interpretation in academic literature and the media on the rationale behind Russian 

gas strategy towards Ukraine, namely that gas is used as a political instrument. The political 

understanding is understood through Russia’s desire to protect security and identity. These 

are fundamental aspects of the realist perspective and provide an analytical lens for the role 

of gas in bilateral events in Russia-Ukraine relations from a political perspective. 

First, security is of major importance in the relationship between Russia and Ukraine and is 

closely linked to the realist framework. The security landscape between the two states has 

always been central in their bilateral relationship and perhaps predominantly after the 

collapse of the Soviet Union and during the Cold War. Military strength is prioritized and 

reflects the power balance in international affairs. Security is often explained to be the 

rationale behind certain actions in bilateral and multilateral matters and stands strong in 

Russian traditions. The rhetoric includes security as an attempt of non-threatening 

justification, where the protection of the population and the national security is the ethical 

thing to do. The security label could indicate a foreign gas policy characterized by a 

political agenda.  

Second, the protection of identity is another important parameter in Russian foreign policy 

and stands strong in the realist school of thought. Russia-Ukraine relations have always 

been characterized by the sharing of borders and their common history. This is now 

intensified as a result of the ongoing conflict in Ukraine. Russia wants to safeguard its own 

people, culture and identity, as it claims are being threatened in eastern Ukraine and on 

Crimea (R. Allison, 2014, p. 1265). Security and identity are highly related and together 

constitute the political understanding embedded in realist thinking. The desire to protect 

security and identity is often the general understanding of political influence in academic 

literature and the media, and establishes the claim of ‘Russia uses gas as a political 

instrument’.  



Russian Gas Relations with Ukraine: Competing Political and Economic Interests 

 

18 

 

The initial understanding is that certain cases are better understood using the realist 

perspective than others. For instance the analysis of the Ukrainian approximation to NATO 

and EU, the Black Sea Fleet dispute, the Crimean conflict, language and minority issues in 

eastern Ukraine, and Ukrainian unwillingness to participate in CIS cooperation and regional 

economic zones do likely meet certain characteristics of the realist school. However, both 

theoretical frameworks will be applied to all cases regardless of the initial assumption that 

certain cases is best analyzed in light of one theory or the other.  

To understand the political rationale in Russian gas policy based on the protection of 

security and identity a hypothesis is derived from Gilpin’s theoretical framework. This 

approach will emphasize the political motivations in Russian gas policy towards Ukraine. 

The following hypothesis is put forward: 

H1: Russia uses gas policy as an instrument in political disputes with Ukraine, with 

the aim of protecting security and identity.  

To strengthen or weaken the given (H1) hypothesis, analysis of empirical observations in 

light of the theoretical frameworks will constitute the foundation upon which any findings 

will be based.  

The complex interdependence theory, a theory that aims at providing an understanding of 

the complex world order of mutual interests will contribute in the understanding of the 

economic interests within the gas sector.  

2.4 Complex interdependence      

The complex interdependence theory was created in an effort to understand the relationship 

between politics and economics (Keohane & Nye Jr., 2011). The thought is embedded in 

state’s mutual dependence. However, the theory makes a distinction between mutual 

dependence (interdependence) and state’s that are merely linked (interconnectedness) 

(Keohane & Nye Jr., 2011, p. 8). This distinction is necessary in order to fully comprehend 

the complex interdependence theory and refers to the difference in trade relationships. The 



Russian Gas Relations with Ukraine: Competing Political and Economic Interests 

 

19 

 

abruption in trade of certain goods is not affected by security policy, such as the trade in 

luxury items (Keohane & Nye Jr., 2011, p. 8). Transactions like these are merely an 

expression of interconnectedness. On the other hand, trade characterized by 

interdependence will have severe consequences for the trading partners in case of halts. It is 

evident that interruptions in gas supply from Russia to Ukraine will prove costly for both 

parties. Hence, interdependence occurs.  

Further, the theory emphasizes that mutual dependence not necessarily is embedded in an 

equal relationship between the parties affected. Asymmetries in such relationships create the 

dynamics under which for instance bargaining power in negotiations forms as well as the 

sources of power that exists among the actors (Keohane & Nye Jr., 2011, p. 9). Asymmetry 

can prevail in different forms depending on the bargaining situation, from the use of 

military to economic power. Keohane and Nye (2011, p. 14) assume that the interest at 

stake become more important the more likely an actor is to resort to harsher means of 

power resources. One key aspect that they note is that “relative to cost, there is no 

guarantee that military means will be more effective than economic ones to achieve a given 

purpose” (Keohane & Nye Jr., 2011, p. 14). The clue becomes to balance the use of power 

with the risks associated with the given interest at stake. 

Complex interdependence has three main characteristics (Keohane & Nye Jr., 2011, p. 20). 

First, multiple channels connect societies, from for instance informal ties between 

organizations and elites, to formal diplomatic relations (Keohane & Nye Jr., 2011, p. 20). 

Second, the issues on the agenda in multilateral relationships are not arranged in a 

hierarchical order (Keohane & Nye Jr., 2011, p. 20). Thus, military security does not 

necessarily dominate the agenda. Blurriness between domestic and foreign issues emerges 

as a result of this. A lack of coordination among these issues can imply considerable costs. 

This is because states will have a hard time finding a consistent pattern of policy making on 

issues that affects more states as each bureaucracy will pursue its own concerns (Keohane 

& Nye Jr., 2011, p. 20). This is further complicated by changing goals, power relations and 

political processes. In this analysis it is of interest to further investigate the role of 

economic implications compared to other foreign policy strategies that might negatively 
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affect the economy. Will the use of gas as a political mechanism give Russia a bad 

reputation that consequently hurts its economy? 

The third and final characteristic of the theory says that military force is not used by 

governments to solve economic conflicts when complex interdependence prevails (Keohane 

& Nye Jr., 2011, p. 21). Military force “[...] could for instance, be irrelevant to resolving 

disagreements on economic issues among members of an alliance” (Keohane & Nye Jr., 

2011, p. 21). Military interventions to promote own interest can very well hurt important 

relationships, but more important aims such as sustaining economic welfare tends to be 

prioritized.  

To understand complex interdependence one must distinguish between two dimensions, 

sensitivity and vulnerability. Sensitivity involves a state’s ability to respond to policy 

changes of another country (Keohane & Nye Jr., 2011, p. 10). It aims to describe “[…] how 

quickly do changes in one country bring costly changes in another, and how great are the 

costly effects” (Keohane & Nye Jr., 2011, p. 10)? Vulnerability can be defined as a state’s 

adaptability to changes through potential alternatives in the given situation. According to 

Keohane and Nye (2011, p. 11) “[…] vulnerability dependence can be measured only by 

the costliness of making effective adjustments to a changed environment over a period of 

time.” 

The authors describe the vulnerability aspect as the most important. This is because a 

state’s sensitivity does not describe accurately the power distribution in an interdependent 

relationship (Keohane & Nye Jr., 2011, p. 13). If one actor easily can replace a good, there 

is less leverage to threaten to be deprived of that particular good. Trying to alter the 

vulnerability of a country can cause risk of counter strategies in fear of being manipulated 

(Keohane & Nye Jr., 2011, p. 14). Keohane and Nye underline that military aspects always 

must be considered in inter-state relations (p.14). The attempt to “[…] manipulate 

asymmetrical interdependence within a nonmilitary area can create risk of military 

counteraction” (Keohane & Nye Jr., 2011, p. 14). The theory suggests that manipulations of 

a state’s vulnerability can be an efficient source of power in international relations, but that 
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it is equally important to bear in mind the limitations of this tool (Keohane & Nye Jr., 2011, 

p. 16). It is important to investigate the involved parties’ level of commitment, as the 

“weaker” state might be more dependent and hence the more willing to suffer (Keohane & 

Nye Jr., 2011, p. 9). 

Finally, the authors argue that the use of force has become increasingly exorbitant for major 

states due to four conditions; “(1) the risk of nuclear escalation, (2) resistance by people in 

poor or weak countries, (3) uncertain and possibly negative effects on the achievement of 

economic goals and (4) domestic opinion opposed to the human cost of force” (Keohane & 

Nye Jr., 2011, p. 262). It is necessary to mention that Keohane and Nye found the fourth 

condition to have little impact on the policies of totalitarian or authoritarian governments, 

which could be the characteristics of Russia in given settings. However, the third condition 

provides for the most important reasoning in relations to Russia and the gas market as the 

Russian economy is suffering. 

The use of complex interdependence theory is relevant due to the strong connections 

between Russia and Ukraine in the gas sector, and otherwise. They are dependent on each 

other in several ways such as Ukraine’s dependency on Russian gas for heating and 

Russia’s dependency on Ukraine as a key transit country to European markets.  

2.4.1 Introduction to Hypothesis (H2) – Protection of Economic Interests   

The complex interdependence theory will be applied to analyze the role of gas in Russia-

Ukraine bilateral events from an economic perspective. The economic understanding of 

Russian gas policy is applied to fill a gap in the academic literature and the media where 

focus tends to be on Russia’s use of gas as a political tool. Economy, cooperation and trade 

are extremely important parameters in any bilateral relationship, and perhaps even more so 

in gas relations. Complex interdependence theory is built on the foundation of cooperation 

and the mutual dependency that occurs between states. These elements support the need of 

including an economic approach in the analysis that provides nuance to the debate of what 

motivates actions in the Russian gas sector as economic interests are what creates the ties 
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between the two states and allow interdependence to occur. The interdependence theory 

will favor the use of gas on an economic basis. The theory is created with the aim to 

understand the ever more complex and globalized world structure, where economic ties 

become the cornerstone of cooperation. 

It is likely that the economic aspects of the analysis will be best understood applying the 

complex interdependence theory as these are cornerstones of mutual dependence. The cases 

include the price and volume developments within the gas sector as well as the commercial 

aspects especially related to Ukraine’s outstanding debt to Gazprom. However, the realist 

framework will also be utilized on all cases in the analysis section to assure a fair 

investigation of each hypothesis.  

To apply this rationale to the role of gas in Russia-Ukraine bilateral events a hypothesis is 

developed based on Keohane and Nye’s framework. The hypothesis aims to guide the 

analysis of the bilateral events as the second of two motivational factors. The economic 

understanding promotes the need for cooperation based on the interdependence that occurs 

within the gas market where it is impossible to disregard the economic aspects in Russia-

Ukraine gas industry. Hence, according to the economic framework the utilization of gas as 

a political instrument must me toned down in order to protect the mutual interests that exist. 

From the complex interdependence theory and based on economic implications, the 

following hypothesis can be derived to guide the upcoming analysis: 

H2: Due to mutual dependency on gas, Russia refrains from using gas as a tool in 

political contexts and conflicts in bilateral relations with Ukraine. 

Equal to the (H1) hypothesis, the (H2) hypothesis will be strengthened or weakened based 

on the analysis of empirical observations in light of the theoretical frameworks. This will 

constitute the foundation upon which any findings will be based. 

Before moving on to the empirical mapping of the Russia-Ukraine gas relations and central 

bilateral conflicts since approximately 2005, a brief compilation of the two theoretical 
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frameworks and why the two approaches are necessary in order to provide a nuanced 

discussion will be outlined.   

2.5 The Bridge from Theory to Empirics  

In analyzing the bilateral gas trade between Russia and Ukraine, a combination of the two 

perspectives is necessary to provide a more comprehensive analysis of the subject matter 

then one of the theories could have done alone. Both the political and the economic aspects 

stands strong in Russian gas strategy and must be devoted equal attention. Nonetheless, the 

realist approach is a well-known framework in understanding Russian foreign affairs, also 

in relation to gas. The political motivation behind an aggressive gas policy is likely not 

linked to the idea of bringing benefits to a trading partner, but rather as an act of improving 

one’s own power position. Hence, no interdependence occurs. Therefore, to distinguish 

between the motivating factors both theoretical frameworks are necessary.  

The two frameworks create the foundation upon which the following analysis of the 

Russia-Ukraine gas market will be grounded. Realism is a traditional analytical tool and the 

complex interdependence theory contributes with a more liberalistic view that take the 

complexity of the international world order into account. It is reasonable to assume that 

Russia’s desire to keep Ukraine within its sphere of interest could trigger the willingness to 

use its position in the gas market to achieve this. Thus, the realist perspective will give the 

interpretive lens under which this could be analyzed. In this way the realism paradigm 

directly links to the overarching research question, security and identity concerns of the 

realist paradigm, and the related (H1) hypothesis.  

On the other side, the complex interdependence theory suggests that Russia will act in 

accordance with mutual interests and consider Ukraine’s strong position as an important 

transit country. This theory will provide the analytical tool under which to analyze the 

mutual economic aspects of Russia-Ukraine gas relations and hopefully dig deeper into the 

economic aspects of the discussion. Complex interdependence will in this way link directly 
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to the overarching research question, the economic implications and the applicable (H2) 

hypothesis. 

With state-centric realism on one side and the complex interdependence theory on the 

other, representing the political and the economic reasoning behind Russian actions in the 

gas sector respectively, it is reasonable to believe a more nuanced view of the subject 

matter will emerge. It will also allow the analysis to cover a wider range of political and 

economic understanding as the perspectives are far away from each other on the theoretical 

spectrum and by that promotes a more complete picture of the subject. The empirical 

section will give insight into the complexity of the gas sector on one side and the bilateral 

conflicts that has occurred within the given timeframe on the other. Through the empirical 

section it will become evident that an analysis of both the political and economic 

motivation within the gas sector is necessary to understand and to cover the most 

significant aspects of this topic. 

On the following page, table 2.1 represents what Keohane and Nye finds to be the key 

political processes under the complex interdependence theory and the realist paradigm. It is 

important to note that not all elements of the table are equally relevant in this analysis given 

the current state of the gas sector. For instance, the role of international organizations is 

limited as they have not become agenda setters in Russia-Ukraine gas relations. However, 

one can assume the roles of international organizations, such as the WTO, to improve if 

interdependence prevails and cooperation becomes mutual in line with the complex 

interdependence theory. At the moment there is lacking regulatory structures to give 

governing entities the ability to be agenda-setters and to regulate the sector, hence, the 

chance of fluctuations and instability increases. 
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Figure 2.1- Political Processes under Conditions of Realism and Complex Interdependence  
 Realism Complex interdependence 

Goals of actors Military security will be the 

dominant goal. 

Goals of states will vary by issue 

area. Transgovernmental politics 

will make goals difficult to define. 

Transnational actors will pursue 

their own goals. 

Instruments of state policy Military force will be most 

effective, although economic and 

other instruments will also be 

used. 

Power resources specific to issues 

areas will be most relevant. 

Manipulation of interdependence, 

international organizations, and 

transnational actors will be major 

instruments. 

Agenda formation Potential shifts in the balance of 

power and security threats will set 

the agenda in high politics and 

will strongly influence other 

agendas. 

Agenda will be affected by 

changes in distribution of power 

resources within issue areas; the 

status of international regimes; 

changes in the importance of 

transnational actors; linkages from 

other issues and politicization as a 

result of rising sensitivity 

interdependence. 

Linkages of issues Linkages will reduce differences 

in outcomes among issue areas 

and reinforce international 

hierarchy. 

Linkages by strong states will be 

more difficult to make since force 

will be ineffective. Linkages by 

weak states through international 

organizations will rode rather than 

reinforce hierarchy. 

Roles of international 

organizations 

Roles are minor, limited by state 

power and the importance pf 

military force. 

Organizations will set agendas, 

induce coalition-formation, and 

act as arenas for political action 

by weak states. Ability to choose 

the organizational forum for an 

issue and mobilize votes will be 

an important political resource. 

Source: (Keohane & Nye Jr., 2011, p. 31) 



Russian Gas Relations with Ukraine: Competing Political and Economic Interests 

 

26 

 

CHAPTER 3 – EMPIRICAL MAPPING – A Background Narrative 

In order to understand the underlying causes of the gas disputes between Russia and 

Ukraine, it is necessary to present an overview of the events that took place and ultimately 

resulted in the shutdown of Russian exports to and through Ukraine in 2006, 2009 and 2014 

respectively. This will contribute to shed light on the political and economic rationale and 

motivation behind Russian gas policy towards Ukraine. Further, the empirical chapter will 

also account for the development of the bilateral political conflicts that will be examined 

from a political and economic perspective in the analysis section. Understanding the 

specific events that have taken place within the gas sector during the past decade will 

contribute to analyze the bilateral political and economic disputes that occurred 

simultaneously to see what role, if any, gas has played and on what grounds. 

80 per cent of gas destined for Europe transits through Ukraine, giving it an important 

position in the transmission of gas (J. Stern, 2006, p. 2). Gazprom is a major player as it 

controls 18 per cent of the world’s gas reserves and is responsible to provide Europe and 

Ukraine with gas (Gazprom, 2015a). There are two major crises that stick out in the 

bilateral gas relationship, occurring in 2006 and 2009. During both disputes Russia halted 

the supply of gas through Ukraine as a result of, among other things, stagnating 

negotiations and accusations of Ukraine siphoning off Russian gas intended for Europe (J. 

Stern, 2006, p. 2). This resulted in several European countries losing gas supplies (BBC 

News, 2006). In 2014, against the backdrop of political tension in Ukraine, gas was again 

halted by Russia. Europe was fortunately not affected this time around, but the threat of 

losing supplies became evident again.  

Russia-Ukraine gas relations have been characterized by instability and conflict since the 

collapse of the Soviet Union. However, the virulent dispute first received extensive press 

coverage in Western media in the beginning of 2006 when gas supply to eastern European 

countries was reduced as a result of inter alia, unresolved negotiations (Kramer, 2006). 

This chapter will outline the background as to how the disputes escalated into severe gas 
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cuts. The empirical chapter will also give an account of the chosen bilateral conflicts. First, 

the development of the gas relationship will be accounted for. Second, the bilateral issues 

will include, the development of Ukraine’s approximation to the West (NATO and EU), the 

dispute over the Black Sea Fleet, Russian language and minority rights in Ukraine, the 

conflict regarding Crimea and Ukraine’s unwillingness to join CIS economic cooperation. 

Though, before moving on to the evolution of gas and bilateral conflicts, the role of 

Gazprom, an important actor in understanding the economic and political implications of 

the Russia-Ukraine gas relations, will be discussed.  

As this thesis is limited to the time span of the gas disputes of respectively 2006, 2009 and 

2014, certain historical elements necessary of Russia-Ukraine relations are left out. This is 

a potential limitation as it is assumed that the reader is familiar with certain aspects of 

history. Historically there are many large and small incidents and details in the Russia-

Ukraine relationship that could have contributed to affect the choices made in gas 

negotiations and ultimately the final outcomes of several of the gas related disputes. 

Considering the scope of this thesis it is not possible to comment on all of these. As 

mentioned, the key features and incidents of Russia-Ukraine gas relations have been chosen 

in order to analyze what motivates Russian foreign gas policy towards Ukraine, within a 

restricted time frame. The aim is that the chosen bilateral conflicts will be representative of 

the bilateral climate. All the incidents chosen are rooted in historical developments where it 

is difficult to give an exact account of the entire timeline and details related. Decisions are 

often based on previously related events shaping the outcomes of today. Even though I 

include the key historical developments in my empirical data subject for analysis, certain 

exclusions had to be made in order to limit the empirical section and make the analytical 

part confined and relevant.  

3.1 The Role of Gazprom 

It is important to highlight Gazprom’s position in Russian foreign gas politics. As the 

world’s largest gas company being government controlled it is reasonable to assume that 

Kremlin could use Gazprom as a powerful foreign policy tool. On the other hand, Gazprom 
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is a corporation and like any other company the ultimate goal is profit maximization. The 

core of doing business is to seek economic opportunities and ultimately that is what 

Gazprom should be doing to improving profitability. The distinction is difficult to make as 

the company is positioned in the blurry divide between government and corporate interests. 

However an account of the generally available information is necessary to draw a picture of 

the company’s role. However, the lack of transparency could limit the accuracy of this 

description.  

Gazprom has played a significant role since 1965 when the Soviet Union decided it would 

pursue gas production and export. It was initially formed as a ministry under the Soviet 

government but was independent in 1989 (Paillard, 2009, p. 9). The first chairman, Viktor 

Chernomyrdin, was prime minister under the Yeltsin administration and later went on to 

become the ambassador to Ukraine (Paillard, 2009, p. 9). Today, Gazprom dominates both 

up- and downstream gas sectors, and owns the entire gas infrastructure of Russian pipelines 

(Paillard, 2009, p. 9). The company is under government control and though it was partially 

privatized in 1994 the Russian government must hold at least 50 per cent plus one share at 

all times (Gazprom, 2015b). Currently the Kremlin holds 50.23 per cent of the shares 

(Gazprom, 2015b). The company accounts for 72 per cent of Russian and 13 per cent of the 

total world gas production (Gazprom, 2015b). With this comes considerable responsibility, 

but also leverage. It is interesting to understand how this leverage is managed and how the 

Russian government balances the responsibility of supplying gas, with economic incentives 

and political goals through different scenarios. 

One could assume Gazprom to play two different roles. As there are two central actors in 

Russian gas, Gazprom and the Russian government, it is possible to consider Gazprom as 

an extension of the Kremlin and that they act as one. This means that Gazprom functions as 

a policy mechanism that can be utilized based on political agendas. However, from a 

commercial standpoint, Gazprom should function as a market driven entity. Gazprom’s 

economic output is very important in the Russian economy and should therefore be able to 

act separate from Kremlin’s political agenda and in the interest of growth and economic 

competitiveness. The two perspectives can be reflected in the theoretical frameworks and 
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the analysis must consider both roles as plausible. It is possible that the Russian 

government treats Gazprom depending on the situation and finds a balance between using 

the company actively to achieve political goals and letting the market drive the strategic 

actions of the company. This will be further discussed in the analytical section as the role of 

Gazprom is likely to vary depending on the relations with Ukraine. 

Finally, Gazprom’s transparency rating is improving but as the company has had issues 

with corruption in the past it is reasonable to assume that the corporate structure still lack 

complete trustworthiness. The ownership structure also provides uncertainties in terms of 

determining Gazprom’s operation. There are not just Russian oligarchs and political elites 

that have high stakes in the company; Ukrainian elites with close ties to Russia might have 

interests in the company as well. This is uncertain and difficult to measure and could affect 

the way Gazprom is balancing political and economic interests in relations with Ukraine.   

3.2 Gas Relations During the 2006 Conflict 

Ukraine’s gas relationship with Russia can easily be described as complicated. During the 

1990s high levels of debt characterized the Ukrainian/Russian gas relationship as Ukraine 

was unable to pay for its gas consume (J. Stern, 2006, p. 2). In order to restore payment 

discipline Russia reduced supplies too Ukraine on several occasions, which resulted in 

illegal siphoning of gas in transit to Europe. (J. Stern, 2006, p. 2). This proved to be an 

effective mechanism able to severely impact large groups of the population as well as 

damaging their bilateral relationship.  

Former Soviet states have enjoyed favorable prices on gas, however after the collapse of 

the Soviet Union, Russia wanted to increase the prices to market levels (J. Stern, 2006, p. 

16). This was easier said than done. Ukraine was unable to pay back its debt let alone to 

pay higher prices. As Ukraine remained the main transit corridor for Russian gas exports to 

Europe it was not defenseless against Russian pressure. As the main transit country Ukraine 

could relieve shortfalls in supply by siphoning gas in transit and at the same time require 

transit fees from Russia (Pleines, 2008, p. 9). Close to 80 per cent of Russian gas exports 
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transits through Ukrainian territory and two thirds of Gazprom’s revenue comes from the 

sale of this gas (Chow & Elkind, 2009, p. 78).  

The stalemate and hence the interdependence between the two states led to the agreement 

of an initial compromise in the mid-1990s. Under this arrangement, Ukraine were to be 

compensated for the transit fees with more than half of its gas imports (Pleines, 2008, p. 9). 

Furthermore, Russian leasing fees of the Black Sea Fleet and suggestions of using barter 

deals (through i.e. the delivery of military aircrafts) was being used to repay Ukrainian 

debts (Pleines, 2008, p. 9). In order to protect its Western European exports, Gazprom 

accepted this agreement, thus resulting in rising Ukrainian gas debts (Pleines, 2008, p. 9). 

In the beginning of 2000, Ukrainian gas debt to Russia had reached $1.4 billion (Pleines, 

2008, p. 9). In addition to that Gazprom required interest, penalties, and refund payments of 

$700 million for the theft of transit gas (Pleines, 2008, p. 9). Simultaneously, the Yamal 

Pipeline on Belarusian and Polish territory were used for the first time (Pleines, 2008, p. 9). 

Gazprom had been able to avoid Ukrainian territory, increasing the pressure once again. 

This belligerently pushed for a resolution of the gas thefts and primarily the outstanding 

debt. Additionally, Gazprom continued to pursue plans to extend the pipeline network 

beyond Ukrainian territory (Pleines, 2008, p. 9).  

In the summer of 2004, the Russian government, Gazprom and the Ukrainian government 

agreed to resolve past debt and to make Central Asian gas available to Ukraine (J. Stern, 

2006, p. 2). The agreement was designed to establishing more predictability in the gas trade 

over the following five years. The Ukrainian company Naftogaz received loans from 

Gazprom to pay past debt and to assure delivers of Turkmen gas as well as the transit of 

Russian gas to Europe. (J. Stern, 2006, p. 2). This agreement anticipated deliveries of 21-25 

billion cubic meters (bcm) per year  of Russian gas to Ukraine during the 2005-09 period as 

a barter payment for transit of gas to Gazprom’s European consumers (J. Stern, 2006, p. 2). 

Hence, at this point the price of Russian gas sold to Ukraine was $50/million cubic meters 

(mcm) (J. Stern, 2006, p. 2). European consumers were not receiving such a lucrative deal 

(Pleines, 2008, p. 9). Even though the gas disagreement was temporarily solved, Ukraine 
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would no longer receive gas in compensation for transit fees from 2005 onwards (Pleines, 

2008, p. 9). Gazprom had expressed interest in gaining influence in the Ukrainian transit 

network and a consortium of Gazprom and Naftogaz was established with the intention to 

renovate and operate the Ukrainian transit pipeline network (J. Stern, 2006, p. 3).  

Tension developed over Turkmen gas supplies. In December 2004, the Turkmen authorities 

desired a price increase from their Russian and Ukrainian counterparts from $42/mcm to 

$60/mcm (J. Stern, 2006, p. 3). Neither parts were willing to accept this request; 

subsequently Turkmen gas supplies were halted on December 31 (J. Stern, 2006, p. 3). This 

hastened a rapid negotiation between Ukraine and Turkmenistan resulting in resumed flows 

to Ukraine on January 3, 2005 at a price of $58/mcm (50/50 cash/barter) (J. Stern, 2006, p. 

4). 

Seemingly the agreement would result in stability in the Russian-Ukrainian gas trade for 

supposedly five to ten years to come (J. Stern, 2006, p. 3). However, in December of 2004 

unrest broke out in Kiev as response to the flawed presidential elections; the so called 

“Orange Revolution”
3
 (Office for Democratic Institutions and Human Rights (ODIHR), 

2004, p. 1). The Russian friendly Yanokovich was first elected president but as the 

elections were claimed rigged by international observers, opposition leader Yushchenko 

won the re-run. However, in the spring of 2005 the Yushchenko administration proposed 

that gas transit tariffs should be raised to market-based prices and paid in dollars (Gazprom 

Press Release, 2005). This could possibly increase the price on Russian gas as well and was 

therefore met with optimism by Gazprom. Additionally, in June 2005 the Yushchenko 

government announced that the consortium had collapsed (J. Stern, 2006, p. 4). Ukraine 

claimed the consortium to focus on building new pipelines rather than improving the 

existing network, as their Russian counterparts did (J. Stern, 2006, p. 4). By July 2005 the 

optimism in Kiev had faded and virtually all elements of the 2004 agreement settled a year 

earlier were back to scratch, there was little sign of resolution. 

                                                        
3 “The Orange Revolution was a series of protests and political events that took in Ukraine from November 

2004 to January 2005 in the aftermath of the presidential run-off election which was claimed to be subject to 

electoral fraud” (Karatnycky, 2005, pp. 35–36). 
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As negotiations stagnated Gazprom was demanding a price increase to match European 

netback levels (J. Stern, 2006, p. 6). In December of 2005 Gazprom threatened to raise the 

price to $ 230/mcm except if Ukraine would consider giving Gazprom an “equity stake” in 

the transit pipeline as initially agreed upon in the consortium (J. Stern, 2006, p. 6). 

Gazprom suggested that if Ukraine were unable to afford the “new” price, the company 

would extend loans for this purpose, a final effort to postpone the price increase to market 

prices by three months. (J. Stern, 2006, p. 7). Ukraine rejected both proposals and called 

Russian actions “a violation of the bilateral treaty on gas supplies” (Pleines, 2008, p. 9). On 

1 January, at 10.00 am Moscow time, Russia cut off gas supplies to Ukraine (J. Stern, 2006, 

p. 7).  

The consequences of the shutdown had immediate implications for European consumers in 

the subsequent days from 1-3 January 2006. Hungary were reported to have lost 40 per cent 

of its Russian supplies, Austria, Slovakia and Romania were said to be down by one third, 

France 25-30 per cent, Poland by 14 per cent, Italy 25 per cent and Germany was also 

affected (BBC News, 2006). Gazprom claimed it was supplying the correct volumes to its 

European customers; however it became evident that Ukrainian companies were diverting 

gas destined for Europe. Gazprom tried to compensate for the siphoned gas meant for 

Europe by supplying additional volumes into the system. The gas flow were back to normal 

by January 4 (J. Stern, 2006, p. 9).  

An end to the dispute was announced by Gazprom and Naftogaz already on January 4 by 

signing a five year contract (J. Stern, 2006, p. 9). The content of the agreement showed that 

the parties wanted to reach a solution quickly. The issue of setting a gas price beyond June 

2006 was not resolved. The domestic discontent with the Yushchenko administration’s 

handling of the conflict was emphasized in the inability to reach a sustainable agreement. 

This could have been one of the contributing factors to Yushchenko’s demise from political 

power after the 2006 election, and the alleged Russian-friendly Yanukovych became prime 

minister. In 2007 a new agreement was reached after the political transition of power within 

Ukraine. Inherent in this deal was a gradual increase of Ukrainian gas import prices of 30 – 

40 per cent each year until 2011 (Johansen, 2010, p. 3).  
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Following is an account of the central bilateral events and disputes in Russia-Ukraine 

relations, in the time around the 2006 gas row.  

3.2.1 Bilateral Conflicts During the 2006 Gas Dispute 

Bilateral disagreements have often been related to Ukraine’s approximation to NATO and 

the EU. This has been a problematic subject for Russia on several levels. There had been a 

certain level of contact between the alliance and Ukraine since 1992, and in 1997 the 

NATO-Ukraine Charter on a distinctive partnership was signed marking the first concrete 

step in their relations (Tür, 2000, p. 35). After the Orange Revolution in 2004 the Western–

oriented Yushchenko administration came to power and it was made clear by the Ukrainian 

government the desire to move towards the West by EU-integration and NATO 

membership. NATO agreed to continue with the action plan of 2002 and in 2004 an Action 

Plan of Cooperation that would include several steps towards further cooperation was 

agreed (NATO, 2004). In February of 2005 the European Council endorsed the Joint EU-

Ukraine Action Plan (European External Action Service, 2005, p. 1). This plan would 

provide a “comprehensive and ambitious framework for joint work with Ukraine in all key 

areas of reform” (Mercury Project (EU), 2015).  

The Black Sea Fleet located in Sevastopol on the Crimean peninsula has since the breakup 

of the Soviet Union been a matter of dispute between Russia and Ukraine. The fleet 

constitutes an important and strategic military unit being one of the largest fleets from the 

Soviet empire. In the aftermath of the Soviet collapse, Ukraine claimed ownership of the 

fleet as Crimea was now Ukrainian territory and due to the substantial contributions in the 

buildup of the fleet, but maybe most importantly as a symbol of resilience and the wish to 

protect own interests (Brandt-Hansen, 2000, p. 59). Russia on the other hand did not want 

to give up its historical ownership and announced the fleet to be a ‘strategic weapon’ 

(Brandt-Hansen, 2000, p. 59). From the breakup of the Soviet Union and up until 1997 

disputes over the Black Sea Fleet sustained. In 1997 the parties reached an agreement to let 

Russia lease the fleet for 20 years with the possibility of five years extension (Sherr, 1997, 

p. 40).  Russia would owe 50 per cent and have the option to buy an additional 32 per cent 
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of the Ukrainian shares if parts of Ukrainian gas debt were erased (Nation, 2000, p. 13). 

Yushchenko announced that the Black Sea Fleet agreement would not be further extended, 

sending a clear sign to Moscow (Unian, 2008). However, it was not until June 2008 that the 

conflict flared up again. 

In order to understand conflicts of identity during the 2006 gas dispute we have to look 

back to the breakup of the Soviet Union in 1991 and to when Ukraine declared its 

independence. Border relations have caused frictions ever since due to the 

interconnectedness established during the Soviet era. The large minority of Russians living 

in Ukraine felt threatened by the decision to make Ukrainian the only official language 

(Oldberg, 1998, p. 22). This was a particularly heated debate in Crimea, the only part of 

Ukraine with a Russian majority (Minority Rights Group International, 2015). Crimea was 

transferred from Russia to Ukraine by Soviet leader Khrushchev in 1954 (Solchanyk, 1994, 

p. 47). The parliament in Crimea did on several occasions develop a declaration of 

independence and attempts to carry out referendums on this matter were initiated (The 

Economist, 1992). When Yushchenko came to power it was important for him to strengthen 

the Ukrainian language and several Russian TV shows and broadcasts were removed 

(Marone, 2008). This changed when Yanukovych became prime minister in 2006. As 

Ukraine was moving further away from Russia and towards the West, he made the 

Ukrainian government state that Russian could be used freely (Unian, 2006). 

Ukraine has been critical to CIS cooperation and economic zones in the region since the 

collapse of the Soviet Union. Through the dilemma of being torn between economic 

prosperity provided by the EU and short-term energy supply from Russia, the fear of 

damaging relations with the EU has been shaping the developments
4
. Ukraine was one of 

the founding countries of the CIS but did not give its support to the Russian attempt to 

found a supranational organ that could have consequences for Ukraine’s sovereignty and 

weaken the chances of European integration (R. Allison, 2014, p. 1269).  

                                                        
4 A country cannot be integrated in two economic unions simultaneously according to the EU. 
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3.3 Gas Relations During the 2009 Conflict 

The 2009 dispute is considered to be more severe than the previous (Pirani, 2009, p. 2). It is 

necessary to review the main developments in the Russia-Ukraine gas relationship in the 

timespan between the two disputes in order to fully comprehend the events leading up to 

yet another Russian gas cut.  

There had always been a gap between the gas prices charged to CIS as compared to 

European customers. This gap grew wider from 2004 onward, until Gazprom demanded the 

gas price to CIS to equal European netback levels (J. Stern, Yafimava, & Pirani, 2009, p. 

7). With the conflict of 2006 fresh in memory Gazprom pursued this desire with increased 

intensity (J. Stern et al., 2009, p. 7). Yulia Timoshenko, the former multi-millionaire gas 

trader became prime minister for a second term in December of 2007 and after almost a 

year in office it seemed evident that the Russia-Ukraine gas relationship would enter a new 

and better era. In meetings with Russia’s Prime Minister, Vladimir Putin, a memorandum 

with the intention of increasing Ukrainian import prices and transit fees to equal the 

European netback levels over three years, was signed (Pirani, 2009, p. 4). Ukraine also 

gained access to the lucrative European market through transit cooperation with Gazprom 

by allowing Naftogaz to buy central Asian gas from Gazprom under the condition that that 

Gazprom’s subsidiaries would get access to the Ukrainian domestic market (J. Stern et al., 

2009, p. 9).  

The deal to be signed by the two Prime Ministers with support from the commercial 

agreement between the two respective gas companies had one condition before 

implementation; Ukraine were to repay debts for gas deliveries received at the end of 2008 

(J. Stern et al., 2009, p. 17). Ukraine argued the debt equaled $1.1 billion, while Russia 

claimed the debt amounted to $ 2.2 billion (Pirani, 2009, p. 3). Based on the initial 

memorandum, the commercial agreement also specified that Naftogaz debts owed to 

RusUkrEnergo was to be directed to Gazprom (J. Stern et al., 2009, p. 14). However, after 

the memorandum agreement between the two Prime Ministers, a renegotiation over transit 

fees occurred between the two CEO’s of respectively Gazprom (Alexi Miller) and Naftogaz 
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(Oleg Dubyna) indicating a gradual increase of transit fees to market levels. They agreed on 

a transit price of $ 1.7/mcm/00km (J. Stern et al., 2009, p. 32).  

Ukraine was in bad economic shape during and following the financial crisis, key industries 

such as steel exports and industrial production figures, were down by over 26 per cent 

(Pirani, 2009, p. 3). As a result Naftogaz settled the debt according to the agreement and 

announced that it would divert gas destined for Europe if their supplies were cut as in 2006 

(Pirani, 2009, p. 3). Along with the fact that Ukraine was (and still is) regarded as one of 

the world’s most inefficient energy consumers, for the first time in a decade, their economy 

was contracting (Pirani, 2009, p. 3). Paradoxically, the winter of 2008 was exceptionally 

mild reducing the dependency on gas, and as a result Naftogaz had one third of Ukraine’s 

annual gas import in storage (Pirani, 2009, p. 3).  

In November of 2008 Gazprom CEO, Alexei Miller and Prime Minister, Vladimir Putin 

met to discuss further arrangements. After the meeting Miller announced that Ukraine 

could expect a price increase of $400/mcm as of 1 January 2009 (J. Stern et al., 2009, p. 

16). Putin followed by stating that deliveries to Ukraine would be immediately halted if 

there were any signs of Ukraine siphoning gas destined for Europe (J. Stern et al., 2009, p. 

16). According to the IMF, Ukraine had liquid funds to pay for its debt in December and on 

30 December Naftogaz made a payment to Gazprom amounting to $ 1.52 billion covering 

debt associated with gas deliveries from the former intermediary RusUkrEnergo (J. Stern et 

al., 2009, p. 17). However, Gazprom demanded another $614 million to cover fines and 

penalties due to lack of payment (J. Stern et al., 2009, p. 17). In the aftermath of public 

threats from Gazprom and outstanding payments, Russia cut all gas deliveries to and 

through Ukraine on 1 January 2009 (J. Stern et al., 2009, p. 4). 

Within the first four days of the shutdown, European consumers were not immediately 

affected (J. Stern et al., 2009, p. 19). However, on 5 January Gazprom claimed that 65.3 

billion cubic meters of gas had been diverted since 1 January (J. Stern et al., 2009, p. 19). 

This caused the conflict to escalate significantly. The Ukrainians responded that they were 

entitled to utilize “fuel gas” (what is required to run the compressor stations) from volumes 
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meant for Europe as there was no agreement or contract of supply and transit (J. Stern et al., 

2009, p. 20). In the early hours of 6 January Alexei Miller and the Prime Minister appeared 

together on TV. Putin announced his approval of Miller’s suggestion to further reduce 

flows of gas and to notify European consumers of the decision (J. Stern et al., 2009, p. 21). 

The broadcasting ended with the following statement: “Responsibility for possible changes 

in the gas transit regime and, consequently, for reduced supplies to European customers lies 

with Naftogaz Ukrainy” (Gazprom, 2009). 

By 7 January no gas were flowing through or to Ukraine. Several south-eastern European 

countries were severely affected being extensively dependent upon Russian gas supplies
5
 

(Kovacevic, 2009, p. 1). Gazprom’s CEO, Miller, claimed to the public that deliveries were 

being halted as a result of Ukraine closing down the system (J. Stern et al., 2009, p. 21). 

Ukraine confirmed this claim adding that the reason was because there was no gas 

delivered through the system from Gazprom. The European supply had never been 

interrupted like this since the construction of the pipelines during Soviet times. Not even 

the 2006 dispute completely halted the flow of gas for such a long period of time (J. Stern 

et al., 2009, p. 22). It is important to note that according to Stern et al. (2009, p. 23), 

Naftogaz reversed the flow of gas in the pipeline system on Ukrainian territory. This was 

done to supply the southern and eastern parts of Ukraine being major gas consumers with 

gas from the storage sites in the West. Ukraine gave the same reason as when being 

accused of closing down the entire pipeline system; Russia was not delivering any gas. 

Deputy CEO of Gazprom, Alexander Medvedev, claimed that the reverse caused the 

stoppage in Russian deliveries to Europe (J. Stern et al., 2009, p. 24). At this point 

European companies, that had not been involved so far, demanded a solution and put 

extensive pressure on Gazprom. A consortium was laid out, but became unnecessary, as the 

dispute ended with two contracts being signed on 19 January (covering supply and transit) 

(J. Stern et al., 2009, p. 25). The flow of gas destined for Europe resumed the day after and 

returned to normal levels the following day.  

                                                        
5 Most severe consequences were in south-east Europe: Moldova, Slovakia, Bulgaria, Czech Republic, 

Austria, Serbia, Bosnia-Hercegovina and Croatia (Kovacevic, 2009, p. 11).  
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3.3.1 Bilateral Conflicts During the 2009 Gas Dispute 

In 2008 Ukraine applied for a NATO Membership Action Plan (MAP), that later was reject, 

though substituted by an Annual National Program focusing on practical cooperation in 

implementing reforms on course for NATO membership. Many saw this as a de facto MAP 

(Interfax, 2008). Russia reacted negatively to the signing on the basis of lacking political 

stability in Ukraine, the original purpose of the alliance, difficulties in military defense and 

the absence of a clear NATO interest in Ukraine (Hickman, 2011, pp. 125–128). The 

relationship between NATO and Ukraine was further strengthened in August 2009 when 

both parties signed a joint declaration reinforcing cooperation and support of Ukraine’s 

economic, political and defense-related reforms (NATO & Ukraine, 2009). However, when 

Yanukovych came to power as Ukraine’s new president he announced that his country 

would be a non-aligned state. NATO respected this decision and cooperation continued 

through the Annual National Program despite the bill forbidding memberships of any 

military-block (Pop, 2010).   

In June 2009, the EU-Ukraine Association Agenda was adopted, a new practical instrument 

towards EU-integration (European Commission, 2009). The prospects were looking good 

until Yanukovych became president and pushed back on any further cooperation with the 

EU by engaging with Russia as a reliable partner instead. The association agreement was 

scheduled to be signed during 2013 but was suspended due to the protests in Kiev that 

subsequently led to the removal of the Yanukovych government by the parliament.  

Further, the Black Sea Fleet was again under scrutiny in 2008 as the Ukrainian Prime 

Minister Yushchenko announced that Russia would not be able to renew the Partition 

Treaty on the Status and Conditions of the Black Sea Fleet from 1997 and that the Russian 

fleet would have to leave Crime in 2017 (Marples, 2008). This was considered a positive 

development towards NATO membership but was never realized. Yanukovych came to 

power in 2010 and reversed the Ukrainian strategy towards EU and NATO integration. 

Additionally he wished to extend the Black Sea Fleet agreement. However, having the 

Russian fleet based in Sevastopol was not compatible with NATO negotiations (Kuzio, 
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2012, p. 11). Despite the highly controversial agreement of April 2010 (under president 

Yanukovych) where the Partition Treaty on the Status and Conditions of the Black Sea 

Fleet agreement from 1997 was to be further extended to 2042 in an exchange for an 

allegedly 30 per cent discount on Russian gas, was never truly implemented (Kuzio, 2010, 

p. 5). Ukraine has seen a steady increase in gas prices since then and the effects of the 

agreement is generally disregarded as the July 2010 IMF agreement removed any discount 

by requiring 50 per cent increase in utility prices (Kuzio, 2010, p. 20). 

The issue regarding control over the Black Sea Fleet and the dispute regarding territorial 

ownership over Crime has been closely linked as the fleet is located on the Crimean 

peninsula. However a distinction can be made in labeling the fundamental fear from which 

these issues have arisen. Where the Black Sea Fleet is a matter of security and military 

power, the issue of Crimea is rooted in identity and culture. In 2008 Russia and Ukraine 

were supposed to sign a demarcation agreement to finally settle the border dispute, 

especially related to Crimea (Ekengren & Simons, 2013, p. 179). However, the Russian 

party withdrew last minute due to new circumstances in the case and the signing was 

postponed (Ekengren & Simons, 2013, p. 179). The issue of the Russian language was 

further tested in 2008 when Ukraine decided to remove certain Russian TV channels from 

the Ukrainian cable network causing strong reactions in Russia and among the Russian 

speaking minority in Ukraine (Marone, 2008). Regarding the development of CIS 

collaboration, Ukraine was during the Yushchenko administration (2005-210) prioritizing 

cooperation with the West.  

3.4 Gas Relations During the 2014 Conflict 

The 2014 gas dispute resulted in a temporary shutdown of gas supplies to Ukraine on 15 

June, but took place under very different circumstances than the two previous conflicts. At 

this point in time the bilateral relationship between the two countries was at a low point due 

to the political tension arising in Kiev several months earlier. Since the end of the 

Euromaidan movement and the Ukrainian revolution in February 2014, demonstrations by 

pro-Russian separatists and anti-government groups took place across eastern Ukraine. On 
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March 16 a referendum was carried out on whether Crimea was to join Russia with an 

affirmative vote of allegedly 97 per cent (Chazan & Weaver, 2014). The referendum was 

immediately condemned by the international community with the EU and the UN in the 

forefront (UN General Assembly, 2014). On 17 March the Crimean Parliament declared 

independence from Ukraine and asked to become part of the Russian Federation (The 

Economist, 2014). On 15 April the Ukrainian Parliament declared Crimea occupied by 

Russia (Law of Ukraine, 2014). 

Since February 2014 the relationship between Russia and Ukraine has been heated. 

Alongside the political conflict, gas negotiations have taken place. Before the political 

conflict broke loose and Ukrainian President, Yanukovych, was removed from power in 

February 2014, the two countries signed the Ukrainian-Russian Action Plan on 17 

December (D. Stern, 2013). This agreement guaranteed Ukraine a discount on gas imported 

from Russia (D. Stern, 2013). In April, Russia cancelled the discount and announced a price 

increase of 44 per cent on gas exported to Ukraine on the basis of Ukraine’s failure to repay 

outstanding debt of allegedly $ 1.7 billion accumulated since 2013, in line with the 

unfavorable agreement of 2009 (Mazneva, 2014). Ukraine was able to pay off $786 million 

to Gazprom in the beginning of June (Mock, 2014b).  

Against the backdrop of an already heated conflict the attempts to settle a gas deal seemed 

farfetched. Ukraine looked for ways to diversify its imports or even become energy 

independent, a goal not impossible but likely to take time as development of infrastructure 

is an expensive and tedious process. In an attempt to do so, Naftogaz signed a deal with 

Slovakia’s Eustream on April 28, 2014,  giving it access to its pipeline system (Carney, 

2014). It was agreed by Eustream and its Ukrainian counterpart Ukrtransgaz, owned by 

Naftogaz, to allow Ukraine to use a 20-year-old but never used pipeline on Slovakian soil. 

Initially the agreement would provide Ukraine with 3 bcm of gas annually before 

increasing to 10 bcm during 2015 (Carney, 2014). In order to maintain its position in the 

gas market, Russia has also been looking to expand its customer base and market. In May 

2014, in the midst of the conflict in Ukraine, Russia signed a $400 billion gas deal with 

China (Hornby & Anderlini, 2014). 
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The negotiations that had started in May between Ukraine, Russia and EU Energy 

Commissioner Günther Oettinger failed on 15 June 2014. Russia had set a deadline for 

Ukraine to make the payment and when the deadline was passed without receiving the 

agreed amount Russia halted its gas supplies to Ukraine the following day. CEO of 

Gazprom, Alexei Miller, announced in a broadcasted statement that Gazprom had decided 

to halt gas supplies according to the agreement (Novak & Miller, 2014). He further 

announced that Russia would only continue its gas trade with Ukraine on a prepaid basis 

without affecting European consumers. 

The European Union became worried for its own security-of-supply and urged Ukraine to 

pay back outstanding debt to Russia. IMF and the EU said they would provide a financial 

aid scheme to help Ukraine recover through economic deficits (likely to reach $40 billion) 

(Chassany & Spiegel, 2015). The deals were signed to secure the supply to other European 

countries. 

In the moment of writing the conflict in Ukraine is still tense and the negotiations over a 

gas settlement between the two parties have been ongoing with the EU mediating. A 

settlement was agreed on 30 October securing gas deliveries to Ukraine to March 2015 if 

Kiev prepays $1.5 billion for 4 billion cubic meters (Oliver, 2014). Kiev will also have to 

repay $3.1billion of the total debt of $4.5 billion owed to Gazprom (Jurist, 2014). This 

agreement is only sustainable in the short-term and will likely have to be renegotiated at a 

later point in 2015. 

3.4.1 Bilateral Conflicts During the 2014 Gas Dispute  

The removal of Yanukovych from government resulted in a speedy road towards the EU. 

Russian actions were immediately condemned by the international community and the EU 

attempted to help stabilize Ukraine by freezing Russian assets and by providing financial 

assistance to Ukraine (Council of the EU, 2014). The political part of the Association 

Agreement was signed on 21 March 2014 and the economic part was signed on 27 June by 

the new Prime Minister, Arseniy Yatsenyuk (Official Journal of the European Union, 
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2014). By 16 September 2014 the Verkhovna Rada
6
 ratified the draft law of the EU 

Association Agreement (Ukrainian Ministry of Foreign Affairs, 2014). NATO had been 

showing solidarity and support towards Ukraine since the beginning of the 2014 conflict, 

and condemned the Russian “illegal military intervention in Ukraine” (Wales Summit 

Declaration, 2014). On 1 April 2014, the foreign ministers of NATO allies and Ukraine 

issued a joint declaration “condemning Russia’s actions and agreeing on concrete measures 

to enhance Ukraine’s ability to provide for its own security, including capacity building and 

capability enhancement in the armed forces” (NATO, 2014).  

On 28 March President Putin submitted a proposal to the State Duma
7
 to denounce the 

Partition Treaty on the Status and Conditions of the Black Sea Fleet from 1997. The 

denunciation was unanimously approved by the State Duma on 31 March 2014 (Tass, 

2014). A spokesperson of the Ukrainian foreign ministry said that "If the Russian side 

denounces these agreements, the Russian fleet's presence in Crimea will violate the law" 

(Global Security, 2015). As previously mentioned, Russia annexed Crimea in March right 

before the denunciation of the Black Sea Fleet agreement (BBC, 2014). On 27 March, the 

UN General Assembly passed a resolution that declared the Crimean referendum invalid 

and the incorporation of Crimea into Russia illegal (The United Nation General Assembly, 

2014). Russia claimed legitimacy of the actions that lead to the annexation of Crimea on the 

basis of ‘the right to self-determination’ (R. Allison, 2014, p. 1266). 

Identity has played an important role in Russia’s attempt in justifying its actions in Ukraine 

and Crimea during the conflict of 2014. By appealing to sentiments of belonging, Russia 

has tried to generate support for their actions. Russia has claimed that ethnic Russians, 

Russian speakers and Russian “compatriots” in eastern Ukraine were being threatened and 

repressed (R. Allison, 2014, p. 1265). Russia had a responsibility to protect them and 

ensure their rights and interests. This has been a core feature of Russian discourse in the 

2014 conflict and constitutes parts of Russian rationale behind interventions in Ukraine (R. 

Allison, 2014, p. 1266). If Ukraine was leaning West during the previous gas conflicts it 

                                                        
6 The Ukrainian parliament  
7
 The lower house of the Federal Assembly of Russia 
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has even more reason to do so now. The development of the majority of the factors chosen 

to operationalize the analysis of this research seemed to have worsened during the 2014 

conflict. This supports reform of the current gas regime, one in which Ukraine receives 

support from the EU and reduces its dependency on Russia. 

 



Russian Gas Relations with Ukraine: Competing Political and Economic Interests 

 

44 

 

CHAPTER 4 – ANALYSIS 

The following section will constitute the main analytical part of this thesis, where theory 

and empirics will merge to help answer the research question initially raised. Both 

theoretical frameworks will be applied to each conflict and to understand the economic 

implications of gas. The analysis will focus on the chosen political disputes in Russia-

Ukraine relations as well as economic implications of gas trade to analyze the research 

question in light of the secondary hypotheses. The analytical chapter will follow the 

structure of these events during the time span of the three gas disputes in order to answer 

the research question: ‘To what extent has Russia used gas as a political tool in its 

bilateral relations with Ukraine during the past decade?’ 

The research question will be analyzed from a realist perspective and through the complex 

interdependence theory, looking specifically at the following matters; first, the direct 

economic implications of gas related to the price and volume developments and the 

Ukrainian outstanding debt to Gazprom. Second, the analysis will focus on the bilateral 

political conflicts and the role of gas in the Ukrainian approximation to NATO and EU, the 

Black Sea Fleet dispute, the Crimean conflict, language and minority issues in eastern 

Ukraine, and Ukrainian unwillingness to participate in CIS cooperation and regional 

economic zones. 

4.1 Price and Volume Developments – Severe Economic Implications  

During the time span of the three gas conflicts the Russian economy has stagnated, and so 

has Gazprom’s gas production and export to Ukraine (see figure 4.2). Since the 2008 

financial crisis the gas market has seen dramatic changes, particularly in Russia. Pre-crisis 

there was an increase in Russian gas demand and questions were asked about Gazprom’s 

ability to meet this rising demand. Then came the financial crisis, resulting in a steep fall in 

the request for gas. The Russian government had to start responding to challenges related to 

increased competition from other independent actors and the drop in demand. Where the 

company had a near-monopoly before, especially domestically, it started facing increasing 

competition both at home and abroad. Due to the economic crisis in Ukraine, import 
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diversification and the use of coal, export to Ukraine reached an all-time low level of 26 

bcm in 2013 (see figure 4.3) (International Energy Agency, 2014, p. 111). Gazprom’s total 

production has steadily been decreasing over the past years mainly as a result of increased 

competition from other gas producers, most notably Novatek (see figure 4.1) (International 

Energy Agency, 2014, p. 112). 

 

Figure 4.1 – Gas productions by leading Russian gas companies, 2007-2013

Source: (International Energy Agency, 2014) 

 

It is not to get around that oil and gas constitutes the backbone of the Russian economy and 

that the Russian government is willing to go a long way to protect it. However, the 

structure of the Russian economy has not changed since 2006 (Henderson & Pirani, 2014, 

p. 6). As other industries are not developing the oil and gas sector has become the main 

source of GDP growth and budget revenues (Henderson & Pirani, 2014, p. 7). The gas 

sector creates demand for other industries’ products, hence creating improvements in 

infrastructure required for economic growth, this has an impact on manufacturers and 

service providers and ultimately the gas industry has an impact on Russia’s economic 

development prospects (Henderson & Pirani, 2014, p. 8). This illustrates the significance of 

the gas industry and supports the argument of acting in the interest of protecting the sector. 
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The pricing mechanisms in place have been part of the source to several disputes between 

Russia and Ukraine, including the 2006, 2009 and 2014 gas rows. Negotiations tend to 

center around settling the right price on gas. Historically, Ukraine has been enjoying 

favorable prices as compared to European consumers, but between 2006 and 2014 prices 

rose and consumption declined as a result of the financial crisis, the outcomes of the gas 

disputes and changing market dynamics. The price increase was an incentive for Ukraine to 

look for alternative energy supply on one hand and improve energy savings on the other. 

Such measures combined with the impacts of the recession have reduced import volumes 

from Russia to Ukraine significantly (see figure 4.3). It can be argued that Gazprom has 

maintained high gas prices at the expense of decreasing volumes to make up for the 

foreseeable losses related to external factors as mentioned above. As Pirani and Yafimava 

at the Oxford Institute for Energy Studies argues, “Russia-Ukrainian gas trade is moving 

away from politically negotiated bilateral trading relationships, and towards relationships 

determined largely by market forces” (Henderson & Pirani, 2014, p. 184). This statement 

from one of the leading institutes on Russian gas supports the economic and market driven 

forces that lie behind the two countries gas relationship and illustrates that interdependence 

is enforced through the fear of economic stagnation.  

 

Figure 4.2 – Evolution of Gazprom’s total exports to the CIS and Europe, 2007-2013 

 
Source: (International Energy Agency, 2014) 
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Figure 4.3 – Evolution of Gazprom’s exports to key markets, 2006-2013 

 
Source: (International Energy Agency, 2014) 

 

As mentioned the pricing of gas has caused several of the negotiations to go stale. It is 

reasonable to assume that this stagnation has been caused by the decreasing power of the 

Russian gas industry, rather than the political pressure it exhibits. The economic situation 

following the financial crisis in 2008 created ripple effects through the Russian economy 

and weakened the Ruble (see figure 4.4). As seen in the graph below, at the end of 2008 

and the beginning of 2009 the Russian Ruble experienced a large decrease in value 

compared to the Dollar and the Euro. The graph also shows a sharp fall of the Ruble in 

relation to the conflict in Ukraine and Western sanctions against the Russian economy in 

2014. This is a clear sign that the economy is suffering and countermeasures is necessary to 

avoid further deterioration. Pushing for increased gas prices from Ukraine, a large market 

that pays less than market price, can levitate some of the economic tension in the short-

term, but is unsustainable in a future where Ukraine is able to diversify with the help of the 

EU.  
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Figure 4.4 – The RUB against the USD and the EUR, 2005-2015

 
Data source: (Oanda, 2015) 

According to the complex interdependence theory mutual dependence is created as both 

parties has something to lose and to gain. The theory emphasizes that interdependence is 

not defined entirely by evenly balanced interdependence, but that asymmetries in the level 

of dependence is what provides sources of influence for actors when dealing with one 

another (Keohane & Nye Jr., 2011, p. 9). Even though it is difficult to measure the levels of 

dependence, bargaining on the basis of what Russia wants can create leverage for Ukraine, 

even though on paper Ukraine is the “weaker part”. Ukraine has leverage in terms of being 

a key transit corridor, holding large assets of gas in domestic storage units and the more 

long-term possibility to diversify. Russia is afraid to lose control in the gas market and 

knows that part of the key lies with Ukraine and in maintaining (not damaging any further) 

the existing relationship in the gas market. The theory also suggests that the fear of 

jeopardizing one’s own advantage in the mutual cooperation can be an explanation to the 

complex price negotiations. This does not necessarily mean that interdependence leads to 

cooperation, but that the basis for interdependence is “shaped through extensive economic 

interdependence”, as is the case in Russia-Ukraine relations (Keohane & Nye Jr., 2011, p. 

5). In a long term perspective Russia could experience severe security related issues against 

the backdrop of a crumbling economy. The results of such developments could be social 
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unrest and in worst case a failing government unable to operate its functions to serve the 

population.  

4.2 Ukraine’s Outstanding Debt – Business is Business 

In order to shed light on what motivates Russian gas strategy it is necessary to look at the 

business related aspects of Ukraine’s outstanding debt to Gazprom. This has been claimed 

by Gazprom’s CEO Alexi Miller as well as President Putin to constitute a major reason as 

to why Russia must act in a strict manner towards Ukraine in gas negotiations (Mock, 

2014a). Several sources, including Gazprom itself, say Ukrainian outstanding debt amounts 

to $ 4.5 bn., not an insignificant amount (Jurist, 2014). Gazprom is of great importance to 

the Russian economy and company failure could have serious consequences for the Russian 

economy. Gazprom is partially privatized with commercial interest like any other 

corporation, but faces challenges in balancing the commercial interest of the company with 

the political interests of the Russian government that holds 50.23 per cent of the company’s 

shares.  Gazprom needs to react to changes in the market by considering the combined 

issues of costs, political objectives and vested interests; a complicated task. The Kremlin 

has a choice in letting Gazprom act independently or use it as an extension of the 

government. Having this option is likely to constitute a powerful mechanism in itself, but is 

challenged in its efforts to respond to market changes. 

The empirics suggest that Gazprom has followed a rational and consistent strategy during 

the past decade to increase gas prices to Ukraine to match market price regardless of the 

government and the political climate. There are several reasons for Gazprom to do so, 

discussed in the previous section, including repercussions from the recession, new pricing 

trends and regulatory change in Europe, increasing competition and changes in markets, 

particularly in CIS markets. By being consistent in pushing for price increase, Gazprom has 

showed resilience and the Kremlin has been willing to let Gazprom act in line with 

corporate and capitalistic goals. This subtlety, anchored in the overall Russian government, 

can be understood in relation to the complex interdependence theory and the country’s 

vulnerability in the gas sector. Another example of compromise, as outlined in the 
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empirical section, occurred during the last days of December 2005 before the flow of gas 

was halted. Russia was offering to extend loans and to suspend the price increase by three 

months before switching to market prices, but rejected by Ukraine. This suggests that 

Kremlin wants to protect its economic interests through compromise. 

Ukraine’s outstanding debt has accumulated under the steady price increase.  If the gas 

price were to be regulated by the market it would be possible to avoid ambiguous contracts 

by improving the structure and legal terms of the gas deals that arguable led to the gas halts 

in the first place. Gazprom and the few other gas producers are likely to choose 

commercially and economically contingent strategies before politically motivated ones to 

improve the companies’ performance. By agreeing to the transition towards market pricing 

the Russian government gives Gazprom the credibility to pursue certain economic interests 

over political ones. This strengthens the (H2) hypothesis that Russia refrains from using gas 

as politically motivated instrument and rather looks to the commercial interests of Gazprom 

which is in the interests of the entire nation and the Russian economy. 

The Russian government and Gazprom have tried to recover Ukraine’s outstanding 

payables through harsh negotiations and threats of halting supplies (and cutting supplies at 

three occasions). However, it is reasonable these tactics, to a large extent, stem from the 

interest of being paid fairly for the service they provide, not from political interest to 

manipulate or gain influence in the internal affairs of Ukraine or to improve their own 

power position compared to Ukraine. Despite this general assumption, the rationale will 

greatly depend on the nature of the case. The methods used to recover debt can arguably be 

considered too harsh as it resulted in the shutdown of supply on three occasions. This can 

be supported in the realist framework as a necessary means to move through the deadlock 

of the negotiations. However, the evidence suggests the complex interdependence theory to 

be a more adequate angle for interpretation as it includes the liberal thinking that economic 

incentives are as important as force in security related matters (Keohane & Nye Jr., 2011, p. 

263). On the basis of Russia’s vulnerable position in the gas market the economic incentive 

of cooperating with Ukraine and reach fruitful gas deals is more lucrative. It is bad business 

and ruins the commercial and economic interest of Gazprom and the Russian economy not 



Russian Gas Relations with Ukraine: Competing Political and Economic Interests 

 

51 

 

having Ukraine, a major customer and transit partner, pay their bills. Cost competitiveness 

is one of the key criterions for success as Russian gas companies are operating in an ever 

more competitive market where their margins are getting smaller (Henderson & Pirani, 

2014, p. 291). With that being said, Gazprom will face major challenges in balancing the 

competitive and commercial necessity to respond to market pressures with the political 

stipulation from the Russian government to support the aims and interests associated with it 

(Henderson & Pirani, 2014, p. 286).  

The following table summarizes some of the key competing interests in the gas industry 

according to the Oxford Institute for Energy Studies (from the government and the gas 

companies’ perspective). It is important to point of that this table was created to highlight 

only the diverting opinions and that there are several topics where the Russian government 

acts in an economically viable manner in compliance with the gas companies’ interests. 

This table is conveyed to show the strong geopolitical interest of the Russian government 

and to give arguments to support the political motivation of Russian gas strategy towards 

Ukraine. It is clear from the table that the government’s political interests are not 

sustainable and that the commercial interests should be prioritized. 
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Figure 4.5 - Competing interests in the Russian gas industry 
 

The government’s political interests The companies’ commercial interests 

The Russian government wishes to negotiate 

pricing under long-term contracts for gas 

exports, pursue the project of bypassing 

Ukraine, implement projects in eastern Russia, 

going forward with risky LNG projects and 

economically dubious projects cooperating with 

the CIS to preserve and strengthen Russia’s 

political influence. The government will also 

have fiscal policy targets related to growing 

social expenditures. Additional budget incomes 

are possible as gas price growth is considered a 

potential tax base. Further, the state promotes a 

‘social responsibility’ policy for the gas 

companies on the domestic market in order to 

prevent social tensions. These even include the 

financing of federal and regional projects.  

In support of this, Henderson and Pirani makes 

some interesting observations (2014, p. 35), 

“the Russian gas industry has become hostage 

to a large number of government interests that 

are non-industrial and often even non-

economic”. Further they note that counter to the 

economic reality, “sometimes Russia proposes 

purely geopolitical projects that, while lacking 

any economic sense, showcase its ambitions and 

capabilities” (Henderson & Pirani, 2014, p. 23). 

There is a purely commercial goal of improving 

the gas companies’ performance and hence 

boosting economic growth. Pricing should 

follow the spot market, netback levels in Europe 

or inflation to assure fair competition. Energy 

unions and other organizations of industrialists 

argue that energy prices should be frozen 

because sales are declining and margins are 

shrinking due to gas price growth. These are 

strong incentives to discuss with the 

government and President Putin, to whom they 

have access to argue their position. 

Deteriorating industrial output will most likely 

be their strongest argument. Nonetheless, nearly 

all the projects supported by the government are 

“value-killers” for the gas companies. Any 

additional taxation will constrain gas production 

growth and undermine the commercial rationale 

behind new projects. 

Some key questions Henderson and Pirani ask 

in relation to this is (2014, p. 36), “will the state 

go ahead if these projects destroy value? Can 

this situation persist, or will market forces 

oblige the Russian government to change its 

attitude towards the gas sector”?  

Source: (Henderson & Pirani, 2014, p. 36) 
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4.3 Ukraine’s Approximation to NATO and EU – Fear of Losing Control 

Russia, Ukraine, NATO and the EU; these are four units that create conflicts of interests 

among one another, but where collaboration is inevitable. It is clear that Russia considers 

Ukraine part of its sphere of interest, but who does Ukraine want to be associated with? 

That Russia opposed US world hegemony during the Cold War paves way for the idea that 

Russia is willing to do what it takes to stop Ukraine to seek further Western integration. 

The general skepticism towards the West, many will argue is maintained through Putin’s 

close relationship to Gazprom as a mechanism to avoid this development.  

In the beginning of 2006 Yushchenko worked hard to establish Ukraine as independent of 

Russia. On several occasions the desire to join the EU and NATO was communicated on 

behalf of the Ukrainian government. Fear of losing control over Ukraine was evident in 

Russia and it was considered provocation when Ukraine arrived at a CIS meeting wearing 

orange ties refusing to sign any agreement that was presented to them. Kuzio, a prominent 

British academic expert on Ukrainian affairs pointed out that Ukraine would be smart not 

to; “poke Russia in the eyes while at the same time asking for subsidies” (Kuzio, 2009). 

Russia has on several occasions (as pointed out in the empirical chapter) provided discounts 

and lucrative trade agreements in the gas industry to keep the cooperation afloat, economic 

favors Ukraine has relied heavily on to sustain the supply of gas.  

Despite the fact that Ukraine turns away from Russia on political grounds they still expect 

economic assistance, arguably representing some sort of a double standards necessary to 

protect Ukrainian interests. However, it is reasonable to assume that the renewed effort to 

join NATO and the EU was embedded in a strategic decision to move away from Russian 

dependence and gaining a new strong partner for cooperation in the West. The process 

develops in a long-term perspective and requires major institutional changes as well as 

solid popular support to be successful. The transition is not done overnight and might create 

a vacuum where Ukraine falls between a rock and a hard place, deploring Russia on paper 

while still being dependent upon their economic support and gas supplies as the EU 

economic safety is not fully established.  
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Russia wants without a doubt to remain a reliable gas supplier and maintain the existing 

relationship with its customers. This can be understood from the complex interdependence 

theory. Despite the desire to maintain a strong and coherent Novorossiya
8
, economic 

interests and growth is likely prioritized. As mentioned in the empirical section, Russia 

relies on income from gas in transition through Ukraine to European consumers, making it 

vulnerable to interruptions in demand. Many EU countries on the other hand fear for their 

security of supply as a result of the gas rows between Russia and Ukraine, and subsequently 

look for ways to diversify and find alternative energy sources. This creates a fragile 

relationship where all parties fear the possibility of unstable partners resulting in 

contractions within the gas sector. It is likely that Ukraine wants to take advantage of this 

development and stand close to Europe if Gazprom fails to provide supplies. Consequently, 

a coherent agenda in line with EU priorities can be beneficial for Ukraine in the long run.  

Even though Yanukovych was Prime Minister only for a brief period in 2006 he was able 

to turn Ukraine’s focus away from NATO and back towards Russia. He was clear that 

Ukraine did not want to become members of NATO but rather be a ‘non-aligned’ state. 

Simultaneously, as Ukraine was being ‘faithful’ to Russia, gas negotiations were picking up 

and the overall relationship with Russia improving. The improved relationship can be 

understood in light of the realist framework as a result of coinciding agendas and political 

support. Despite the positive developments Russia increased price levels to Ukraine at the 

end of 2006 and in 2007. This action was in line with principles of the complex 

interdependence theory where economic interdependence is prioritized regardless of the 

promotion of political ties. Further, after the war in Georgia in 2008 Russia’s relationship 

with NATO was again weakened. Ukraine had supplied weapons to Georgia and was 

looking towards Western integration under president Yushchenko. It was reasonable to 

assume that Russia would pursue an uncompromising attitude towards Ukraine in the 

upcoming gas negotiations as a result of failing support in Georgia. This did not happen 

and suggests that regardless of Ukraine’s approximation to the West, Russian gas decisions 

                                                        
8 Novorossiya is a term that directly translates to New Russia and is a historical colonial term of the Russian 

empire. Putin has used the term when referring to Crimea and eastern Ukraine.  
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were foremost embedded in market economics rather than in a political vendetta against 

Ukraine for pursuing diverging political interests and jeopardizing security; another 

example in line with the expectations of the complex interdependence theory.  

During the 2009 dispute several articles were written claiming that Russia used Gazprom as 

a political tool to pressure Ukraine from joining NATO (Crumley, 2009). Already in 

December of 2008 NATO was to decide whether the process of including Ukraine in the 

alliance would start. Earlier the same year foreign minister Lavrov expressed that Russia 

would do everything in its power to prevent Ukraine from joining NATO (Ekho Moskvy, 

2008). The threat of losing former CIA countries to the West can be understood from a 

realist perspective where power can be a goal in itself. To remain powerful, Russia’s 

perception is embedded in the historical frictions with the West and particularly the US. 

NATO a US based organization displays hostile objectives that contradict with the Russian 

view. It is unwanted having NATO allies close to the Russian border. 

Unsatisfied Ukrainians intensified the division between Ukraine and Russia and underlined 

the Ukrainian desire to join in the European ranks during the Kiev protest in the beginning 

of 2014. The limited academic writing that has been done on the latter dispute, still 

suggests that Russian conduct in eastern Ukraine and on Crimea is rooted in fear of losing 

Ukraine to the West, to the EU and NATO (R. Allison, 2014). The question arises as to 

whether Russia considers NATO and EU accession to fundamentally oppose their values or 

whether this fear is embedded in a more measurable and tangible fear, namely the fear of 

economic instability? Would Russian reluctance to let Ukraine integrate into Western 

structures diminish if Ukraine did not hold the strategic position in the gas market that it 

does, a position that Russia wants to control and be able to influence? This is a position that 

if changed or removed, would seriously hurt the Russian economy.  An immediate crash in 

the financial system could be more devastating for Russia than the inability or failure to 

‘conquer’ additional territory and keep old Soviet states united. Most likely is it the 

immediate possibility to be weakened through economic decline that is the rationale behind 

Russia’s foreign gas policy towards Ukraine during the past years. 
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Ukraine seeks greater independence from Russia enabled through European and Western 

integration. Russia is likely afraid to lose control in its own backyard and consider NATO 

and the EU as geopolitical threats (Ukraine is considered to be part of Russia on historical 

and traditional grounds). However, despite the characteristics of the realist model 

suggesting that powerful states punish those states that oppose its politics seems to not hold 

true in this case. There might be elements of correlation between the gas disputes and the 

Ukrainian approximation to the West, but the evidence more strongly suggests that Russia 

acts on the basis of market economics in this case rather than on a political agenda; hence 

supporting the complex interdependence model. The (H2) hypothesis is on the basis of this 

assessment strengthened. However, a question that emerges is why does Russia still engage 

in rhetoric against the EU and NATO? Is it a cover to protect a country in fragile economic 

state and to legitimize the use of harsher means than just words (not just aggressive gas 

policies but also military coercion), or is there some truth to it that the normative and 

fundamentally diverging views of the world cannot be reconciled?  

4.4   The Black Sea Fleet – A Political and Strategic Unit 

The historical significance of the Black Sea Fleet has always been subject to several 

disputes between Russia and Ukraine. The strategic position of the fleet, its proximity to 

both states and the military security measure it provides are all reasons for both states to 

desire influence and control over it. During the mid-1990’s Black Sea Fleet leasing fees 

were used to repay Ukrainian debt accumulated from gas imports through an agreement 

signed to assure discount on Russian gas by letting Russia lease the fleet for a twenty year 

period (Sherr, 1997, p. 40). This shows a clear connection between the use of gas and the 

outcome of the Black Sea Fleet dispute. This is one of few examples that could substitute 

the (H1) hypothesis that gas was used as a direct tool in promoting a political agenda. 

However it is important to mention that Ukraine’s debt was accumulating fast at this point 

and they needed to find a solution that would provide them with enough liquidity to pay off 

some of its credit. This issue is supported in realist thinking and was further developed in 

2010 when Yanukovych signed a controversial agreement with Russian president 

Medvedev to extend the agreement of 1997 to 2042 rather than 2017 as initially agreed 
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upon in exchange for a 30 per cent discount on gas. The failure to provide the agreed 

discount on Russia’s part resulted in further division between the two states.  

After 2010 there were no clear signs of the use of gas as political pressure or of the 

promised discount. The status of the fleet was not questioned until the annexation of 

Crimea in March 2014. As Russia now considers the peninsula Russian territory the naval 

base will expand by adding new vessels and military personnel (Bowen, 2014). The 1997 

agreement was officially denounced by President Putin in March 2014 and can illustrate a 

tactical move embedded in a realist zero-sum game approach. Russia considers itself 

winner of the game by integrating Crimea into Russia and the agreement is no longer 

necessary. Despite the inefficiency of the agreement ever since 2010, it has likely 

functioned as a strategic tool in case it became necessary for Russia to activate the 

agreement again.  

It is difficult to see any interdependence in the management of the Black Sea Fleet unless 

the two states would have been military allies. The dispute centers around who has control 

and who does not, and constitutes a clear power game in the aim of protecting national 

security. The fleet processes characteristics of great strategic and military value. It is 

possible to argue that Ukraine is the weaker part and feels threatened by Russia’s military 

expansion. The (H1) hypothesis is clearly supported on the basis of the parties’ actions in 

this dispute and emphasizes that the primary concern of states are survival, protected 

through the buildup of military structures as described by Gilpin.  

4.5 Crimean Conflict – A Matter of Identity 

Closely related to the dispute over the Black Sea Fleet, Crimea has become a symbol of 

identity, for both Russians and Ukrainians. The geographic significance of Crimea 

constitutes part of the rationale behind the ongoing conflict. The Black Sea Fleet is located 

on the peninsula and builds on a fundamental security and power balance concern. These 

are central concerns that any nation would strive to protect in the interest of national 

security. The divided population of Crimea (both politically and ethnically) contributes to 



Russian Gas Relations with Ukraine: Competing Political and Economic Interests 

 

58 

 

political and social division, a natural and historically common phenomenon in cultures of 

multiple ethnicities. Both states want to keep Crimea integrated within their own territory 

and sphere of interest, and as a result tension develops.  

The Crimean conflict reached new highs in 2014 when Russia annexed the peninsula 

through a referendum. This is a scenario that can easily be analyzed in realist terms as 

power and territory are central elements in conducting a referendum on another states 

sovereign land. However, the popular vote was immediately condemned by the 

international community. In the aftermath of the annexation, Russia has on several 

occasions claimed legitimacy for their actions on the grounds of people’s right to self-

determination (R. Allison, 2014, p. 1266). Such rhetoric has been present during the past 

decade (and beyond) as Crimea is historically considered part of Russia. The peninsula has 

become a central conflict in the bilateral relations between the two states. However, the gas 

negotiations and related policy formulations should not be considered to be part of the 

political disputes in Crimea. The territorial conflict has roots far beyond that of the energy 

related matter and Russia is not likely willing to sacrifice the gas relations with Ukraine to 

gain influence in Crimea.  

One interesting point to support the claim that gas should be considered a separate issue 

from the ongoing conflict regarding Crimea is that the economic situation in Russia keeps 

worsening. As a result of the recent interventions in eastern Ukraine and on Crimea the 

West has posed sanctions on several key Russian industries and people, hurting the Russian 

economy. Further, financial investments are decreasing and foreign investors are pulling 

capital. The negative trend in the Russian economy could indicate a desire to stabilize the 

gas trade and not cause any unnecessary harm within that sector. In annexing Crimea, 

Russia did not just get the landmasses but also a maritime zone three times the size of the 

peninsula, including the rights to underwater resources (Broad, 2014). Even though Putin 

claimed there was ‘no connection’ between the annexation and energy resources, this 

essential fact could undermine the claim that Putin wants to expand Russia’s territory by 

including Crimea, in line with realist thinking (Broad, 2014). Gaining control over energy 

reserves is a sound and economically contingent explanation as to why Russia would risk 
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an intervention in Crimea. The asymmetry in the interdependence of the gas trade between 

Russia and Ukraine would be further skewed in Russia’s favor by gaining influence within 

the Ukrainian gas interests.  

A second argument to support that the two issues are not a direct result of one another 

might be an unexpected response from the West. According to Russia expert and researcher 

Godzimirski, it is reasonable to assume that Putin did not expect the reactions he got from 

the West when annexing Crimea (Olsson, 2015). Even though he wishes to keep Ukraine 

within the Russian sphere of interest it is not clear what exactly he wants with Ukraine and 

he would likely not sacrifice the gas relation to integrate Crimea. He wanted to gain 

influence but has de facto lost control while worsening the relationship to the West (Olsson, 

2015). This can undermine the argument that gas is used actively to achieve a political goal. 

There is nonetheless, little evidence to suggest that there is a relationship between the 

Russian actions in the gas market and the political conflict on Crimea, but rather a desire to 

protect the gas industry in light of the Western counter measures. 

A third and final argument stems from the phenomenon that the timing of certain events 

can spur hasty conclusions regardless of whether they are accurate or not. When Russia 

signed a $400 billion gas deal with China during the middle of the ongoing conflict in 

Ukraine it can be argued to provoke and send a rather clear signal that Russia is looking for 

alternative markets and by that threaten Ukraine and Europe to believe it’s not depending 

on them anymore. However, I will argue that this is embedded in economic rationale and 

the fear of disrupting the existing market as a result of the political tensions, not as a tool to 

succeed politically in Crimea and eastern Ukraine. As mentioned above Putin might have 

received an unexpected reaction from the West making him consider alternative options to 

mitigate risk. This is another argument that separates the political issue form the gas sector. 

Obviously, there are elements of security and identity related concerns in the prolonging 

conflict over Crimea that can be understood applying the realist framework. However, the 

economic environment of the last decade has also prevailed as critical. During all three gas 

conflicts the Crimean conflict has developed simultaneously, but it has played a role in a 
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different play than the gas drama. It has been a conflict on the side of the gas issues; a 

politicized dispute. Despite the severances of the ongoing conflict it is unreasonable to 

draw an immediate connection to the gas market. It might represent an indirect link, but is 

unlikely a direct tool in the ongoing conflict. Actions in the gas sector are consequences of 

an unrelated matter that causes ripple effects throughout several segments of the Russian 

state. Interdependence is emphasized through the willingness to protect the gas industry, 

and it is rational to look to alternative customers when in conflict with your main market.  

Nonetheless, the complex interdependence theory argues that military force is costly as a 

result of “uncertain and possibly negative effects on the achievement of economic goals” 

indicating that Russia should abstain from military force in Ukraine (Keohane & Nye Jr., 

2011, p. 262). However, during the past decade this condition seems to hold true with the 

current conflict as the only exception. It can appear as though the asymmetrical 

interdependence is utilized on the wrong terms. As Keohane and Nye argue (2011, p. 14), it 

is not guaranteed that military intervention will be the most effective means of intervention. 

As Russia’s underlying concern is grounded in the fear of economic degradation one would 

assume that economic means of power would be the most effective tool in this dispute. 

However, as the interest at stake become more important, states tend to restore to military 

power resources over economic ones regardless of the incongruity that exists, explaining 

some of the irrationality and counterproductive military activities Russia is conducting on 

Ukrainian soil.  

In summary, the lack of direct use of gas in the Crimean conflict can strengthen both 

hypotheses by accepting the separation of issues and that economic protectionism is the 

most important feature in the gas sector regardless of the development in the conflict. 

Within the conflict the gas sector is disregarded as focus is on the political, security and 

identity related outcomes of the conflict, well grounded in realist thinking. However, this 

does not affirm that Russia will disregard other means to exercise pressure in the Crimean 

conflict only that the use of gas is too valuable to implement in this situation. 
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4.6 Russian Language and Minority in Ukraine – Rhetorical Mechanism? 

Another bilateral conflict that has been subject to controversy is the difficult matter of the 

Russian language and minority rights in Ukraine. This is a geopolitical conflict that is 

founded upon how the states perceive their own identity. It is embedded in the strong 

tradition and culture of imperial Russia and the Soviet Union that was divided in 1991. Its 

descendants are still considered one people by many Russians. In March 2014 the president 

said that “ethnic minorities in former Union republics’ and Crimean residents were handed 

over to Ukraine like a sack of potatoes”, expressing an emotional case to reunite all 

‘Russians’ (President of Russia Vladimir Putin, 2014). Some argue that even though 

patriotism is strong in Russia, nationalism has prevailed through the form of armed 

interventions. Russian rhetoric to justify its actions in Ukraine has in 2014, but also on 

previous occasions, been partly devoted to the protection of ethnic Russians (R. Allison, 

2014, p. 1282). The question in this case becomes; has the gas policies been adapted and 

implemented to affect the status of the Russian language and minority rights in Ukraine? 

Despite a small decrease in number of ethnic Russians in Ukraine, the number of Russian 

speakers, particularly in the eastern oblasts and on Crimea, suggests an environment where 

the Russian language is by no means suppressed but rather, allowed to develop (Ukrainian 

Census, 2001). According to a more recent survey done by the sociology group “Rating” in 

2012, 50 per cent of the respondents consider Ukrainian their native language and 29 per 

cent consider Russian (Rating, 2012). It is important to mention that 20 per cent consider 

both languages their mother tongue (1 per cent considers a different language their mother 

tongue), therefore 49 per cent considers Russian their native language. On Crimea and in 

eastern Ukraine the number is much higher reaching over 90 per cent according to the same 

survey. “A reasonable conclusion to this is that the Russian language is by no way under 

serious threat in Ukraine” (Hedenskog, 2004, p. 27).  

Even though the Russian language has faced some difficulties in remaining an official 

language in Ukraine and ethnic Russians are important to the Russian state, the empirics 

suggests that the evolvement of these negotiations have fluctuated throughout the timespan 
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of the three gas conflicts. This has occurred most likely as a result of the political affiliation 

of the sitting Ukrainian government rather than from a political desire to interfere in 

Ukrainian internal affairs. Former prime minister and President Yanukovych, considered 

Russia friendly, assured that Russian would have status as an official language, while under 

Western oriented leaders such as Yushchenko; the Russian language had a weaker position 

in the government’s priorities (see: Marone, 2008; Moser, 2014). It seems as though the 

alleged proposals to change the status of the Russian language never took hold in the 

Ukrainian legislation because the status of the language was not really threatened. Pressure 

through the use of gas policies could probably have affected the status of the Russian 

language and protection of the Russian minority in Ukraine. Nonetheless, nothing suggests 

that the status of the Russian language was exposed to an extent where a rigorous attitude 

towards Ukrainian gas imports was necessary. The risk of destroying the valuable gas 

relationship with Ukraine exceeded the benefit of using it as a political tool to affect the 

status of the Russian language in Ukraine. The language issue becomes a ‘simple’ 

rhetorical instrument the Russians use to legitimize actions unrelated to gas, such as the 

intervention in Crimea. Realist thinking emphasizes the protection of own identity and is 

what Russia attempts to do. Regardless of the claim that Russia desires to reunite all 

Russians, the protection of the Russian language and minority rights might as well be a 

sincere intention. Hence, the (H1) hypothesis is weakened as there seem to be no evidence 

that Russia actively pursues gas policy that can affect the development of language and 

minority rights in Ukraine. The (H2) hypothesis is further strengthened on general grounds 

as the economic significance of the gas industry prevails and will limit the use of gas as a 

political weapon. The issue of protecting the Russian language and minority rights is not 

significant enough to risk damaging the gas sector and cannot be argued to constitute an 

issue Russia would want to manipulate through the use of gas.  

4.7 Ukrainian Resistance to Regional Cooperation– A Strategic Decision? 

Russia wants a buffer zone to separate the east from the West, a Eurasian union. This forces 

Ukraine to choose side, the EU and NATO or the Eurasian Economic Union (EEU) and the 

Collective Security Treaty Organization (CSTO), as well as other regional organizations. It 
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is not a secret that Russia wants to unite former soviet states and bring ethnic Russians 

together, but uniting CIS in a union especially emphasizing economic interests is a strategic 

agenda Russia is pursing fiercely. A treaty aiming for the establishment of the Eurasian 

Economic Union was signed on 29 May 2014 by the leaders of Belarus, Kazakhstan and 

Russia and came into force 1 January 2015 (Kremlin, 2014). Around the same time Ukraine 

announced a bill to the Rada to denounce its ratification of the agreement that established 

the CIS in 1991 (Ministry of Foreign Affairs Ukraine, 2014). The political situation at the 

time was tense and the actions emphasized both countries desire to show strength, but also 

to demonstrate their diverging views and their lack of trust in each other, in line with realist 

assumptions of zero-sum games, where it is difficult to reconcile world views.  

However, it is reasonable to believe that Russia will not pursue the goal of uniting CIS, at 

any cost. If there is resistance in the CIS to join regional cooperation, Russia will respect 

this in fear of destroying valuable relationships. These forums are mainly created to foster 

economic cooperation which means that an aggressive gas strategy to make Ukraine 

participate more actively in CIS collaboration will be counterproductive. This is in line with 

the complex interdependence theory that suggests there are multiple channels connecting 

societies. The formal and informal ties that exists interstate, transgovernmental and 

transnational contribute to create a multifaceted agenda where it is difficult to separate 

issues (Keohane & Nye Jr., 2011, p. 20). Hence, it becomes difficult to follow through on a 

specific goal unless it equally concerns all parties involved. The blurriness that is created 

among interests groups makes it difficult to vigorously pursue a goal. Russia cannot afford 

to destroy the relationship with its ‘only’ allies by pressuring them into political and 

economic concession (often considered to be Belarus, Armenia, Kazakhstan, Kyrgyzstan, 

Tajikistan, Uzbekistan and China according to the military alliances Collective Security 

Treaty Organization (CSTO) and Shanghai Cooperation Organization (SCO)
9
. 

A Eurasian economic zone could benefit the bilateral gas trade between Russia and Ukraine 

by consolidating goals and agendas, implement structure and provide a forum for 

                                                        
9 See: http://www.odkb.gov.ru/start/index_aengl.htm and http://www.sectsco.org/EN123/brief.asp for further 

information on the CSTO and SCO.  

http://www.sectsco.org/EN123/brief.asp
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cooperation and negotiations. However, it is reasonable to believe that Ukraine’s critical 

attitude towards CIS-cooperation is founded on long-term economic interests. The 

European market is a much more attractive and sustainable market than the Russian market, 

foremost considering the post-war growth rates in Europe and the level of economic 

security this is able to provide. Ever since the collapse of the Soviet Union, Ukraine has 

shown reluctance to participate on the basis of not wanting to close the door to European 

integration and not get too close to Russia. As mentioned in the empirical chapter, a state 

cannot be integrated in two economic unions simultaneously. One can argue that Ukraine 

did not want to burn any bridges and hence took a middle road where no one got offended. 

It is also important to keep in mind the fact that Ukraine is as dependent upon Russia as 

vice versa. 

The interdependent relationship between Russia and Ukraine is not to get around, but 

arguably is Ukraine strategically avoiding regional cooperation to limit the level of 

dependence. This also sends a clear message to EU and NATO that it’s serious about 

Western integration. By showing interest in the European Union and related trade 

agreements the path to diversify its gas imports is likely improved. The EU has leverage to 

enable alternative gas supplies that will increase the chance of reducing Ukrainian 

dependence on Russia. Additionally, diversifying supplies is likely to improve transparency 

and fair competition. In case of emergencies (economic as well as political) the safety net 

of the European community is desirable over the instable support Ukraine can expect from 

CIS that clearly lack a sustainable economic infrastructure. While this is causing frustration 

on Russia’s part, it is not worth forcing Ukraine into greater economic cooperation due to 

the risk of destroying the existing relationship within the gas market. This supports the (H2) 

hypothesis that Russia will refrain from using gas as a political tool to pressure Ukraine to 

join regional unions in order to protect the economic interest embedded in the gas market. 

Despite the Russian indicatives to realize new pipeline systems to avoid Ukrainian territory 

(i.e. the South Stream, currently suspended due to the conflict in Ukraine and heavy 

economic sanctions against Russia) the development of the infrastructure is a long-term 

project. Russia will rely heavily on Ukraine in the meantime and keeping them within 
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regional cooperation mechanisms will simplify this process. However, it is an unsustainable 

agreement for Ukraine.  

Complex interdependence provides assumptions to analyze the idea of using mutual 

agreements and fruitful negotiations to reach common goals and to maintain existing 

relationships, as compared to the realist paradigm that claims force to be the most effective 

instrument of state policy. However, one can argue that even though an interdependent 

bilateral relationship disregards the differences in power and size, and will limit violent 

confrontations in most cases, Ukraine might benefit if it is able to reduce the level of 

dependence. By diversifying its international relations and not put all their eggs in one 

basket, Ukraine can mitigate risk. A long-term strategic goal, especially in light of the 

ongoing military unrest in Ukraine, would be to move away from collaboration with 

Russia, both politically but most importantly economically. A strategic decision grounded 

in realist thinking to improve one’s own position as compared to another state will entail 

weakening the most important economic tie there is between the two states but also 

reducing the factor that keeps Ukraine vulnerable to Russia, namely the need of Russian 

gas. Ukraine’s unwillingness to enter Russian-led international security structures with 

supranational elements is likely to have been strengthened with recent Russian actions in 

Crimea and eastern Ukraine. 
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CHAPTER 5 – CONCLUSION 

5.1 Discussion of Findings 

In establishing the research question and the analytical design of this thesis the literature 

review revealed a clear trend of perception within the subject field. Russia is often 

portrayed as making politically motivated decisions in the gas sector and especially in 

relation to Ukraine. The goal of this study was therefore to investigate whether this in fact 

has been the case during the past decade. With the initial assumption that the debate was 

lacking nuance, the research focused on determining the main incentives in establishing a 

gas strategy from a Russian perspective. It was evident from early on in the process that an 

economic rationale was lacking and ought to be the other motivation to base a gas strategy 

on. Hence, this research has been an analysis of the competing political and economic 

justifications of Russian gas politics.  

Through the analysis it has become apparent that gas plays several political and economic 

roles bilaterally but also in the internal economy of Russia, directly and indirectly. Realism 

is still suitable in understanding the fundamental and historically embedded desires of a 

great Novorossiya, but fails to tell the whole story. Even though elements of Russia-

Ukraine bilateral relations are founded upon an anarchic world order where a ‘survival of 

the fittest-tactic’ still prevail, there are central elements of increased globalization and 

cooperation that the realist school of thought fails to address. Therefore the politically 

motivated gas strategy is unsustainable. For instance, the economic implications of this 

enormous and far-reaching industry ought to change the way Russia views its trading 

relations with Ukraine (and other trading partners). The interdependence that occurs goes 

beyond any desire of hegemonic rule and increased power. In order for Russia to sustain 

economically it is completely dependent upon its customers and transit countries, where 

Ukraine arguably is the most central of them all. 

The combination of looking directly at central conflicts, - such as the EU/NATO debate, the 

Black Sea Fleet dispute, the issue of Crimea, the status of the Russian language and 

minority rights in Ukraine, and the resistance in Ukraine to join regional cooperation –as 
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well as closely examine the economic implications of the gas trade - contributed to widen 

the debate of political and economic rationale in Russian gas policy towards Ukraine. Of 

course the answer is complex, multifaceted, varying depending on the situation and never 

one-sided, however, briefly summarized, the many observations that have been made 

throughout this thesis suggest that there are strong elements of both political and economic 

factors that influence Russian gas policy towards Ukraine, but the significance of economic 

motivations and underlying conditions has proven to be stronger than what has previously 

been argued in academic literature. My findings to support this are summarized in the next 

paragraph.  

First, the Russian economy is suffering and has been since 2006. Along with the 

repercussions of the financial crisis the economic infrastructure is not in place to respond to 

economic contractions like the one they’re experiencing now. Second, the gas sector has 

been taking serious hits during the past decade. Gazprom, the government controlled 

company that previously had monopoly in Russia, has seen increased competition 

domestically. Foreign competition is also picking up, but most severely the gas consumers 

are starting to look for alternative sources of energy. As a result, Ukraine is consistently 

importing less Russian gas. Third, the fragile Russian economy has had implications on the 

value of the Ruble against the Dollar and the Euro, introducing new pricing trends. Fourth, 

the current political conflict in Ukraine has caused the West to turn against Russia, 

implementing strict sanctions that further harm the economy. This has damaged existing 

bilateral relationships, both politically and economically. Due to all of the above mentioned 

reasons the gas sector is on shaky ground. Diversification of resources and the mitigation of 

risk stands central in both state’s current agenda. However, a shift in resource import and 

production is not done overnight and causes interdependence to sustain despite the 

turbulent conflict. This has been the case throughout the past decade, despite the political 

problems causing severe disagreements and even military interference, the gas relationship 

must consist. The value of the gas, whether as revenue for Gazprom (that ultimately 

constitutes a large portion of the Russian budget) or as heating for the Ukrainian 

population, exceeds the political implications that unfold simultaneously. It seems as 
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though change in market conditions and particularly price dynamics are drivers within 

Russian gas strategy. Shadrina at the Pan-European Institute summarizes that Russia will 

not use gas for political gains in the following statement: 

“Russia’s ultimate energy leverage against Europe and Central Asia is sooner a 

myth rather than an objective reality. Russia’s profound dependency on Europe 

translates into its vulnerability against fluctuations in demand in this largest 

external market and volatility of the country’s export revenues. It also to a large 

extent defines the dynamics of Russian oil and gas production, which in turn 

triggers large-ranging social and economic impacts” (Shadrina, 2010, p. 82). 

Having completed the empirical analysis of central bilateral themes in Russia-Ukraine 

affairs related to gas, with a political and an economic interpretation, the assessments of the 

hypotheses are consolidated in the table below.  
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Table 5.1: Summary of results of the empirical analysis of hypotheses 

Hypotheses Assessment after empirical 

analysis 

Explanation of 

assessment 

H1: Russia uses gas policy as 

an instrument in political 

disputes with Ukraine, with 

the aim of protecting security 

and identity. 

 

Weakened on the basis of the 

fragile economic system in 

Russia and the economic 

implications and risk 

associated with a failing gas 

industry. 

Evidence suggests that 

gas plays an important 

role in shaping foreign 

and domestic policies. 

However, gas is not used 

explicitly to affect 

political outcomes 

regardless of theme, but 

rather to affect matters 

that are directly related 

to the gas sector. 

H2: Due to mutual 

dependency on gas, Russia 

refrains from using gas as a 

tool in political contexts and 

conflicts in bilateral relations 

with Ukraine. 

Strengthened due to the 

strong interdependent 

relationship that exists 

between Russia and Ukraine 

founded upon economic 

interests within the gas sector. 

The mutual dependency 

between Russia and 

Ukraine is embedded in 

economic interests and 

limits the extent to which 

Russia is willing to risk 

its gas trade with 

Ukraine through 

aggressive and hostile 

gas policies. Hence, 

Russian gas policies are 

more extensively based 

on economic rationale. 
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Even though the economic rationale has been given less attention in previous studies, and 

by that constitutes an additional interpretation of Russian gas policy, there is the possibility 

of a combined understanding. Due to the complexity of this topic and the variables that 

affect each case differently, it is impossible to ascertain one immersive answer to cover a 

decade of gas relations. Nonetheless, there is arguably a red thread of economic 

implications that supports an underlying economic rationale at all times, while the political 

climate has fluctuated to the extent where in some cases gas has played a more prominent 

role in affecting policy than in others. However, I will argue that without the foundation of 

an economic rationale there would not be a political rationale. Political gains are 

submissive to the fear of economic failure in today’s capitalistic world. Obviously, the 

severity of the political matter must be evaluated before deciding if sacrificing certain 

economic interest is worth it, but with regards to the ones assessed in this study, economic 

sustainability seems primary. The Russian gas market has to a large extent been driven by 

market change and is displaying characteristics of a market at work. 

It is also reasonable to assume that many of the political matters are not as interrelated as 

the economic matters tend to be. Multiple topic areas can be considered political issues 

whereas there is more of a consolidated common denominator for all economic changes. 

Such changes will cause ripple effects throughout the economy that to a larger or smaller 

extent affect the bottom line. Consequently, the economic implications of the gas trade 

could have effects on the general political climate. This should justify the need to consider 

economic implications of Russia-Ukraine gas relations before considering the political 

climate. It is important to mention that the political aspects are not disregarded and that 

Russia in certain contexts are using gas to pressure for political concession, only that they 

are secondary to economic importance.  

It is evident that gas possesses characteristics that make it suitable as a political instrument. 

The consumer countries cannot alter their structural dependence on Russia in the short or 

even the medium term, making them vulnerable. The geographic contingency of the 

commodity makes it effective in exercising pressure as dependency is high. Hence, gas can 

be used as a political instrument, but one must distinguish between gas related political 
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interests to improve the Russian position in the market and gas as a political instrument to 

change political outcomes unrelated to gas.  

The Black Sea Fleet dispute is the only case analyzed that exhibits a connection between 

the use of gas and the development of the disagreement. The Crimean conflict however, 

represents a political conflict that plays out on a different level than the bilateral gas 

negotiations. The roles become reversed as the gas industry depends on how Russia 

manages the intervention. The dispute could have implications for the gas sector if the 

conflict continues to deteriorate. It is unlikely that the use of gas in this scenario could 

affect the outcome of the dispute. The cases of NATO/EU integration, Ukraine resisting 

regional cooperation and status of the Russian language and minority rights in Ukraine 

exhibits characteristics that supports the economic significance of the gas sector. In these 

scenarios gas will not be utilized as a political mechanism in fear of damaging economic 

interests.   

To understand that the policy sphere is never one-sided Nye and Keohane’s theory on 

complex interdependence contributes to the realist state perspective presented by Gilpin, by 

pointing out that a world with many and strong transnational actors creates a more complex 

international political order than the one produced by realism (Hveem, 1996, p. 97). The 

gas industry has through this study been proven to possess economic significance that goes 

beyond the traditional power struggle of states, and challenges the asymmetrical 

relationship between superpowers and small states. This significance supports cooperation 

on the basis of mutual need and supports the increasing complexity of the international 

political order put forward by Keohane and Nye. A state can be a strong transnational actor 

not only in terms of military power but in what it can offer other states. Ukraine is able to 

build leverage against Russia by holding an important position in the gas market that is 

essential to Russia. Therefore, during the past decade Russian policy actions has been 

restricted by the broader relationship and quest for interdependence with its main trading 

partners in the EU, the strategic relationship with Ukraine, as well as with Gazprom’s 

capitalistic desires. Even from a realist perspective, safeguarding the economic interests 

related to gas will be a way of strengthening the Russian state. Despite the increased 
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complexity and interdependence that occurs, Russia has long and proud traditions of 

military power and sovereignty based on superiority over other states that is likely to linger 

in Russia’s way of conducting and engaging in international affairs.  

5.2 Limitations to the Study and Further Research 

Limitations can be the fault of any research; nonetheless it is also the key to produce a 

focused, coherent thesis within the given scope. Throughout the thesis certain limitations 

have been mentioned when necessary. However, there are a few overarching limitations 

that needs to be addressed. First, the choice of events that substitutes the analysis can be 

restrictive. Even though the attempt has been to select matters of key interest in Russia-

Ukraine bilateral relations, questions can be raised as to whether this was done 

successfully, without leaving out any central themes. Are these the most representative of 

the political and economic disputes in their bilateral relations during the past decade? Are 

the conflicts chosen the most central on the Russian agenda and therefore the issues it is 

most likely to want to influence, manipulate or effect? Further, this study aims to cover a 

vast set of information in a complex and multifaceted topic, a limitation in itself. The 

struggle has been related to narrowing down the research to make it possible to 

operationalize. However, this study only reveals the tip of the iceberg in terms of discussing 

the topic of Russia-Ukraine gas relations, but is a starting point for future research as much 

of the underlying frictions are identified and the gas relationship is thoroughly examined.  

For further research, one interesting aspect that could contribute to strengthen this analysis 

is the internal legal environment in Russia and its effects on the gas industry and more 

specifically the rules and conditions under which Gazprom is operating. Second, addressing 

Russia-EU relations within the gas sector could provide insight into the interdependence 

gas creates. EU is, as briefly discussed in this thesis, partially responsible in setting the gas 

agenda as the largest consumer of Russian gas and a better understanding of the dynamics 

of this cooperation would have been useful. Third, analyzing the diversification strategies 

of Russia and Ukraine could add to the discussion of long-term interdependence. A current 

aggressive diversification policy could have accumulated a different outcome of the 
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analysis. However, it is important to keep in mind the lack of transparency on official 

strategy documents and hence the difficulty in pursuing this aim. Fourth, arising from the 

interest in the current conflict in Ukraine and considering the development unfolding 

simultaneously with the research another interesting approach to this subject is to put the 

military aspect up against the gas sector. What would be further implications of this? Is 

Russia willing to go to ‘war’ to protect the gas sector and will the harmful sanctions placed 

on Russians and the Russian economy contribute to such a development? Fifth and finally, 

an interesting aspect of understanding the Russian rationale in foreign affairs could be 

embedded in the importance of protecting Putin’s voters, the force that actually gives him 

power. It is reasonable to assume that Russians are patriotic and desires a strong and 

powerful leader. Putin therefore uses various methods and political rhetoric to convince the 

voters that he is strong and in control. This could potentially be an explanation to the 

aggressive rhetoric we often hear without it having any tangible consequences. Do the 

voters just need to be convinced? What role is the media playing? The increasing popular 

support for Putin in the wake of the conflict in Ukraine suggests just this. How does this 

relate to the gas industry and could it contribute to save the Russian economy? These 

aspects are all relevant in the debate but do not constitute an exclusive list. 

5.3 Concluding Remarks – The Long Lines 

The future of Russian gas and its relationship with Ukraine and the West is to say the least, 

uncertain. As the Russian economy is crumbling underneath its own weight, the findings of 

this study can be even further strengthened. Much is depending on the Russian government 

(the Russian elite) and its priorities. Will Gazprom be able to maintain the balance between 

financial profitability and political necessity, and will Kremlin give it the means to do so? 

As Henderson & Pirani, two of the leading experts on Russian gas in the world, are stating, 

“Gazprom’s legacy of prioritizing political necessity over commercial effectiveness still 

haunts the company today” (Henderson & Pirani, 2014, p. 302). The future holds whether 

Gazprom will have to continue to juggle these diverting interests in a time of increasing 

economic instability or whether it will steer towards a more market driven business model. 

“The balancing act that Gazprom is being asked to perform – between behaving as a 
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competitive commercial entity on the one hand and a state-owned utility on the other – 

seem to be becoming much harder in the face of the rising challenges it faces” (Henderson 

& Pirani, 2014, p. 313). A restructuring of Gazprom both financially and politically might 

be necessary if it cannot deliver in every segment that is expected of it. 

Now more than ever it is crucial to protect the gas market. The political tension in Ukraine 

can easily transfer and become a ‘war on gas’ as well. There is a fragile balance to maintain 

for Russia between staying competitive, keeping the West supplied and managing the 

conflict in Ukraine without further damaging the economy and the relationship with its 

neighbors. Even though the conflict in Ukraine is the most pressing issue for Russia at the 

moment of writing, it is the implications that the conflict will have on the economy that 

should be of greatest concern. This could cause great social impact and one of the most 

important factors for Putin to stay in power is to keep up popular support. A failing 

economy will cause major unrest in the Russian population and could result in the collapse 

of the sitting political regime. 

I have considered Russia a rational actor, this also indicates that the state looks at the 

possible threats and tries to minimize risk. The largest risk in this analysis seems to stem 

from the fragile economic system built on oil and gas production. The future holds whether 

Russia will be able to treat Gazprom as an economic unit or whether it will fall for the 

temptation of applying it on political grounds. Time is running out for Russia as the EU is 

attempting to establish an ‘Energy Union’ in the effort of circumventing its energy relations 

with Ukraine and Russia. It is believed that Ukraine can be self-sufficient within a ten year 

period and that the EU will take a holistic and systemic approach in assuring its security of 

supply (Loskot-Strachota & Georg Zachmann, 2014, p. 8). This obviously requires large 

commitments from Ukraine but the political will seems to be present. Transparency 

becomes the key factor of successfully implementing a reform process that reduces 

dependency on Russia for both Ukraine and the EU and establishes fair rules and 

regulations to foster sustainable cooperation between the EU, Russia and Ukraine. The 

WTO would be an important actor in establishing trade regulations in line with this 

development. It is without a doubt that Russia would like to keep Ukraine (and the EU) 
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within its sphere of interest within the medium to long term to maximize its gas revenues, 

but to do so it needs a politically willing and transparent approach to reform. 

Due to all of these factors gas will remain a political priority and government action will be 

decisive. The political actions related to gas cannot be implemented to win political 

disputes but to safeguard the gas market to avoid further economic degradation. The future 

of the Russian gas sector depends on the political elite’s ability to safeguard the economic 

interests and balance it with political ambitions, all in a transparent manner. In 2011 Bilgin 

asked (2011), "Could market and trade oriented goals channel constructive spill-over 

effects rather than purely political concerns?” And he answered: not in the nearest future. 

However, the backdrop of the current economic situation in Russia has changed the answer. 

If Russia wants to maintain a strong and visible actor in the international energy fora it 

must consider rational and economically viable options embedded in market conditions. If 

Russia wants to survive as the dominant energy producer that it still is today it must 

continue to act on commercial grounds within the gas sector and put away any political 

cronyism that can destroy value. The current trend on in Eastern Ukraine does not provide 

for a bright future for Russian gas, but opportunities exist.  
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EPILOGUE 

Russian gas is by no means a closed chapter and this thesis barely scratches the surface of 

what constitutes the forces within a massive industry. In the moment of finishing up this 

study gas negotiations continue, with Russia, Ukraine and EU present at the negotiating 

table. The EU wants to establish an ‘Energy Union’ that redefines the current gas relations 

with Ukraine and Russia, where transparency and regulations are key aspects for 

sustainable future cooperation. The parties must be aware of the many challenges 

associated with the reform process, including the crony business and investment 

environment in Russia and Ukraine, diverging interests of EU member states, general 

uncertainties related to the development of pricing mechanisms, the future role of transit 

countries and the establishment of multilateral regulatory mechanisms. It will be an 

interesting road ahead. 
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