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I. Abstract 

Among many issues that the European Union faces when it comes to managing its 

relationship with Russia, the issue of energy is probably one of the most contentious. The 

European Union being a very import dependent region for oil and gas and increasingly so 

in recent years, has become quite heavily reliant on Russia for the supply of these 

commodities. For the European Union, Russia is its single largest and therefore most 

important source of imports for oil and gas and conversely the European Union is 

Russia’s single most important market for the sale of these commodities. The two parties 

fundamentally depend upon each other, one for revenues and the other for supply of these 

energy commodities. Both the European Union and Russia benefit from cooperation; 

however, even still, the relationship is earmarked by disagreement. We have seen the 

European Union and Russia reach the outcome of discord upon a number of issues. In 

particular both parties have disagreed with regards to the Partnership and Cooperation 

Agreement and the Energy Charter Treaty, as well as many other events and aspects. As 

such both sides appear to fundamentally oppose each other’s policies in this specific area. 

In light of this, this study aims to uncover the underlying reasons as to why there has 

been such disagreement between the Russian Federation and the European Union in the 

area of energy related negotiations and agreements over the past fifteen years. 

This thesis hypothesizes that the emergence of an energy policy in Russia that has 

transitioned to that of being based upon economic nationalism since the rise of Vladimir 

Putin in 2000, from the economic liberalist approach pursued during the years of Boris 

Yeltsin, has led to increased levels of disagreement between the Russian Federation and 

the European Union on energy related matters.  

 

Key Words: Energy Policy, EU-Russian Relations, Energy, Oil and Gas, Economic 

Nationalism, European Union, Russian Federation, International Political Economy, 

International Relations, Energy Security, International Business and Politics. 
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Chapter 1: Introduction 

 

1.1 Problem Formation    

Amongst many issues that the European Union and the Russian Federation share dialogue 

upon, energy policy is arguably not only one of the most important but also one the most 

contentious. European Union energy demand has remained relatively robust over the past 

fifteen years and in particular, demand for natural gas has grown considerably while oil 

demand has remained relatively stable. At the same time, production levels of oil and gas 

in European Union have steadily declined (EIA, 2016). As a result European Union 

member states have become more reliant on external sources for the supply of their 

primary energy resources. All the while levels of production of hydrocarbons such as oil 

and gas have continued to increase in Russia since 1991 (EIA, 2016). The Russian 

Federation has consequently become the European Union’s single largest external 

supplier of energy. Specifically, Russia supplies the European Union with 29 per cent of 

all its imported oil and gas (Eurostat, 2016). At the same time more than 50 per cent of all 

Russian exports of oil, gas, and coal go to the European Union, so Russia is heavily 

reliant on the Union as it is its single largest market for the export of its energy products 

(Eurostat, 2016). For example, in 2012 Russian exports of hydrocarbons to the European 

Union represented 62 per cent of total hydrocarbon exports and the European Union paid 

approximately $230 billion for these imports (Eurostat, 2016). Evidently, this level of 

trade between both regions means that they are highly interdependent upon each other – 

the EU depends on Russia for supply of energy, while Russia depends upon the EU for 

market share, revenue and as a result fiscal stability. What makes this relationship even 

more important and illustrates the level of interdependence between the two sides even 

further is that for natural gas exports to the European Union from Russia (which represent 

approximately 30 per cent of total imports of this commodity into the EU) the European 

Union lacks the ability to readily secure supply from other sources. At the same time 

Russia’s economy is 50 per cent reliant on revenues from the sale of energy commodities 

(Benedictow et al., 2013). Falls in volumes of trade would as a result severely impact the 

Russian economy. As a result these revenues generated from the sale of oil, gas, and coal 
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are vital in ensuring political stability for the current regime led by Vladimir Putin 

(Makarkin & Oppenheimer, 2011). 

According to a number of scholars (Godzimirski 2016; Benedictow et al, 2013, Boussena 

and Locatelli, 2013) such a high level of interdependence between the European Union 

and Russia should create incentives for cooperation. This would also as a result mean that 

there would be strong incentives for minimizing the chances of conflict between the two 

regions. It would also follow that any attempts to form a common framework and 

agreement to establish predictable and reliable supplies of energy from Russia to the EU 

would be successful. However, this has not been the case. Repeated attempts to form 

such a framework since the fall of the Soviet Union in 1991 have failed. In particular 

both parties have disagreed with regards to the Energy Charter Treaty and the Partnership 

and Cooperation Agreement, as well as other issues such as the Third Energy Package. 

While initially the relationship appeared to be moving in a positive direction following 

the collapse of the Soviet Union with the negotiation of the Partnership and Cooperation 

Agreement in 1994 and with Russia entering the Energy Charter Treaty, there appears to 

have been a shift in policy following the rise of Vladimir Putin in Russia in 2000, which 

has appeared to have led to an increasing level of disagreement over particular energy 

negotiations and the policies of the two sides (Kandiyoti, 2013). In light of this, the aim 

of this work is to answer the following research question: 

 

Why has there been an increasing level of disagreement in energy relations between 

the European Union and the Russian Federation since the year 2000? 

 

A number of studies have examined energy relations between the European Union and 

Russia and the many conflicts that have arisen between these trading partners. Some of 

these studies have sought to understand and explain the underlying reasons as to why 

disagreement has arisen between the partners. These studies, however, for the most have 

either relied upon international relations theory or used circumstantial evidence to explain 

discord (Esakova 2013; Oxenstierna & Tynkkynen 2014; Aalto 2016; Sotiriou 2014; 
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Boussena and Locatelli, 2013; Goldthau, 2014; Godzimirski, 2016). Where this study has 

contributed to the literature on this particular topic is in its application of international 

political economy theory to examine Russian energy policy and ultimately the reasons for 

the outcome of discord between the European Union and the Russian Federation. This 

study goes beyond the traditional approaches in the literature on the subject, which for 

the most part solely utilizes balance of power politics arguments or circumstantial events 

to explain why disagreement occurs. This study makes the argument that there are other 

important theoretical models that help explain decision-making in both the European 

Union and Russia, in addition to traditional theories of international relations.  

In light of the above, this thesis hypothesizes that the European Union and Russia have 

reached disagreement on a number of energy policy issues due to the emergence of an 

energy policy in Russia based upon economic nationalism. This economic nationalistic 

energy policy, explains why discord has increased between the European Union and the 

Russian Federation on number of particular energy policy matters over the past fifteen to 

twenty years. The reason for this increase according to the hypothesis of this thesis is that 

the Russian Federation did not always pursue a policy based upon economic nationalism. 

In fact, following the collapse of the Soviet Union in 1991, Russia under the power Boris 

Yeltsin followed a policy based upon economic liberalism, where assets were 

denationalized and the domestic market was rapidly opened to foreign investment and 

trade. However, following the rise of the current regime led by Vladimir Putin, policy has 

been transformed to that based upon economic nationalism (Liuhto, 2008).  This ideology 

of economic nationalism appears to have driven policy formation in Russia over the past 

10-15 years and continues to do so today. Consequently, the transformation in policy 

driven by the emergence in economic nationalism appears to be correlated with the rise in 

disagreement on energy related issues between the two sides. As such a number of these 

disagreements will be examined in detail in this study so as to illustrate the growth in 

disagreement between Russia and the European Union, as well as to highlight the role 

that economic nationalism plays in producing the outcome of discord. The analysis of this 

case study will lend towards explaining how the underlying political economic ideology 

and the transformation as such since the rise of the incumbent government led by 
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Vladimir Putin has determined the outcome of these negotiations between the European 

Union and the Russian Federation on energy related matters. 

 

1.2 Motivation 

Given the fact that the issue of energy policy is very high on the political agenda of the 

European Union, as illustrated by the recent efforts by the European Union to form a so 

called Energy Union, examining the issue of energy relations between the European 

Union and the Russian Federation makes this research both timely and relevant. In 

particular, since the events that surrounded the natural gas supply distributions in 2009 

and the annexation of Crimea in 2014, this issue gained significant attention globally. In 

following the issue closely as matter of personal interest, I struggled to understand the 

underlying reasons as to why this has been such a contentious issue considering that both 

the Union and Federation are so dependent upon each for revenues and the supply of 

energy. I felt that most explanations that I came across either did not accurately depict the 

reasons for this phenomenon or do so in a comprehensive manner, as such the aim is to 

fill this gap in the literature that I have identified. 

 

1.3 Delimitations 

Due to its limited scope, this thesis will not be able to consider all factors that have led to 

increased levels of disagreement between the European Union and the Russian 

Federation on energy policy engagement. There are obviously a multitude of reasons as 

to why this has occurred. Some of these hold more validity and weight than others, 

however, my study aims to outline the underlying cause and as such the single most 

important reason as to why this has occurred, which has been hypothesized as being 

related to the shift to economic nationalism that we have seen in Russia from economic 

liberalism. Furthermore, while this explanation of the shift from liberalism to nationalism 

can be applied to many other topics of disagreement between the European Union and 

Russia, this thesis is limited to the specific case of energy policy engagement. The reason 
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for this is that the trade in energy commodities between the two regions is the most 

significant economic activity that the Union and Federation engage in. However, the 

application of this theory may open the door for further research, which considers other 

aspects on European Union Russian relations. 

In delimiting this study in such a manner, this will allow for a more detailed analysis of a 

specific reason as to why disagreement between the two has been on the rise and to make 

a more substantial contribution to the literature on this topic in filling a specific gap. 

 

1.4 Thesis Structure 

Chapter 1 Introduction 

Chapter 2 Literature Review 

Chapter 3 Methodology 

Chapter 4 Analysis 

Chapter 5 Conclusion 

    Figure 1.1 – Thesis Structure 

This thesis unfolds as follows: in the proceeding section, I examine the existing literature 

on this issue. Namely, I will introduce the reader to the existing theoretical perspectives 

that are utilized in explaining why discord has been the outcome of energy policy 

engagement between Russia and the European Union and specifically why these are 

limited in explaining these outcomes. I will also introduce other theoretical perspectives 

that will be utilized in examining this issue in my analysis.  In the third section of this 

study I introduce my research design and explain the methodology utilized in my analysis. 

The fourth part of this thesis will be the empirical part of the paper, it will present a 

specific causal mechanism, which illustrate how the current political economic ideology 

in Russia has emerged and specifically what impact this has had in policy making in 

Russia and ultimately how this has impacted negotiations with the European Union on 



	   10	  

energy related matters, which will in turn explain how and why discord has been the 

outcome. Finally, in the concluding chapter I provide a summary of my findings and 

explain how they contribute to the literature on EU-Russian energy relations. In this 

concluding chapter the limitations of my study will also be considered and further 

directions for suggested research will be presented. 
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Chapter 2: Literature Review 

 

2.1 Conceptual Framework  

As outlined in the introduction, this thesis utilizes international political economy theory 

to explain why discord has increasingly been the outcome of negotiations between the 

European Union and the Russian Federation in the area of energy policy. Namely, it is 

the political economic ideologies of economic nationalism and economic liberalism, 

which are used to explain policy decisions. Specifically, the hypothesis of this study 

stipulates that the emergence of a policy in Russia that is based upon a political economic 

ideology of nationalism has led to an increased level of conflict and discord with the 

European Union in energy policy engagement. As such, conceptually, this paper seeks to 

explain how (x) Russian energy policy based upon an economic nationalistic ideology 

has led to outcome (y) discord, disagreement and non-compliance with the European 

Union in the area of energy related negotiations and agreements. 

In light of the above this study will seek to observe and explain specifically how x has led 

to outcome y and as such to prove or disprove whether there is a correlation between x 

and y. In doing this, this study will deploy a positivist research approach and primarily 

use qualitative data in its analysis, using primary resources in the form of interviews with 

leading experts in the field of Russian and European Union energy policy, as well as 

Russian foreign policy. Secondary resources such as policy papers from the European 

Union and Russia will also be utilized, as well as other literature on specific agreements 

and negotiations between the two parties on energy related matters.  This thesis will 

deploy the use of theory from international relations and international political economy. 

As such key concepts such as economic liberalism and economic nationalism will have to 

be defined. First, however, the existing literature and as such predominate theoretical 

arguments that exist in this literature on this topic in explaining why disagreement occurs 

between the two sides on energy related matters will be outlined, so as to explain how 

this specific study contributes to the existing literature on this issue area.  
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2.2 State of the Art in the Literature 

There are a substantial number of studies that analyze Russian energy policy, as well 

more specifically the case of European Union Russian energy relations (Esakova 2013; 

Oxenstierna & Tynkkynen 2014; Aalto 2016; Sotiriou 2014; Boussena and Locatelli, 

2013; Goldthau, 2014; Godzimirski, 2016). A number of these studies focus upon 

examining the status quo of the relationship and utilize circumstantial events such as the 

various gas supply distributions in 2006, 2009 and 2014 to highlight the level of 

disagreement between the two sides. As such very few of these studies go as far as 

examining the underlying causes as to why disagreement between the two sides has 

occurred in the first place. However, some studies have utilized existing theoretical 

frameworks in the literature from international relations and international political 

economy to examine the underlying causes of disagreement between the two sides and 

why this has increasingly been the outcome of negotiations. 

 

There are two central theories utilized in the literature, which attempt to explain this 

phenomenon of the change in relationship between the Russian Federation and the 

European Union on energy policy. To begin with, one argument that has recently 

emerged in the literature on this issue is that related to the theory that there has been a 

change in the European Union’s approach to managing its relations with the Russian 

Federation on the issue of energy security (Boussena & Locatelli, 2013; Goldthau, 2014). 

In particular, it has been hypothesized by Andreas Goldthau (2014) that the increased 

levels of disagreement between the Union and the Federation has come as a result of how 

the European Union’s approach to energy security has been modified and as a result has 

become incompatible with Russia’s energy policy. The central argument here is that as 

the European Union and its member states have increasingly pursued a more liberal 

institutional approach, their policy has become incompatible with the realist approach 

that Russia abides by and as a result tensions emerge and disagreements occur. However, 

this thesis makes the argument that the relationship between the Russian Federation and 

the European Union changed before these movements on the side of the European Union. 

That Russian energy policy transitioned from being based upon an economic liberalist 

ideology to an economic nationalist ideology and this has initiated and continues to drive 
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disagreement between the two sides. 

 

The other theory utilized in the literature, acknowledges that the shift in Russian energy 

policy initiated this change in relationship and in doing so utilizes the theory of realism in 

explaining Russia’s approach to managing its relationship with the European Union. In 

particular, Jakub Godzimirski (2016), and to some extent Stylianos Sotiriou (2014), 

utilize a balance of power politics argument in explaining the outcome of negotiations. 

Jakub Godzimirski (2016) stipulates that the ruling political elite in Russia abide to a 

realist worldview and as such view the international system a zero-sum game and as a 

result this has caused tensions and disagreements to increase with the European Union on 

the issue of energy policy. What these studies lack and where this particular study fills 

the gap in the literature is in the use of political economic theory and the explanation of 

the underlying policies that have actually led to discord between Russia and the European 

Union. Furthermore, both Godzimirski (2016) and Sotiriou (2014) in making their 

argument do not into great detail on this issue and do not actually explain the causal 

mechanism at hand that produces an outcome of disagreement. 

For the most part this study does not go against the grain in terms of the predominate 

theories that exist in the literature on this issue but in fact compliments a number of them. 

This study supports the arguments made in utilizing a realist school of thought in 

explaining how Russia is concerned with balance of power but this paper goes a step 

further in examining the actual policies and the reasoning behind these that have directly 

led to disagreement.  

This paper also does not disagree with Goldthau’s (2014) argument that the European 

Union has increasingly pursued a more liberal institutional approach to energy security, 

particularly following the gas supply distributions that occurred in 2006 and 2009, as well 

as the annexation of Crimea in 2014. However, this paper would contest that the 

predominant reason as to why discord has been increasing and what continues to drive 

disagreement was initiated on the side of the changes that occurred with regards to 

Russian energy policy, particularly following the rise of Vladimir Putin in 2000. 
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Furthermore, while this paper makes references to the policies on the side of the 

European Union and explains how they pursued an economic liberalist approach in policy 

making, the policies on this side do not form a significant part of the argument of this 

paper. By excluding this aspect from my analysis I can more accurately examine the 

extent to which the change in Russian energy policy has led to heightened levels of 

disagreement. Another area where this study diverges from some of the existing literature 

is in the actual explanation of why Russia’s policy shifted from economic liberalism to 

nationalism in the first place. A number of studies use a neorealist explanation for this by 

hypothesizing that a shift in policy occurred because Russia’s level of power sources 

grew, this study rather points to the absolute failure of economic liberalism under Yeltsin 

and the growth of a domestic nationalist sentiment, which led to the Putin administration 

capitalizing upon this and deploying nationalistic policies to ensure regime survival 

(Starobin, 2004).  

In light of the above, the literature review of this paper will proceed by examining these 

theories that already exist in the literature, with particular attention being paid to the 

pitfalls and shortcomings of these explanations, as well as highlighting where this 

research can fill the void on this issue. The literature review will also introduce the 

various theoretical frameworks that are utilized in my analysis and how they have so far 

been applied to this topic in the literature and as such illustrate how they are relevant for 

the particular research question at hand. 

2.2.1 Realism 

As previously outlined the international relations theory of realism has been used in the 

literature by Godzimirski (2016) and Sotiriou (2014) to explain the outcome of 

negotiations between the Russian Federation and the European Union on energy related 

matters. These studies for the most part stipulate that Russia as a state operates upon the 

premise of a realist worldview and this is why they refuse to cooperate with the European 

Union on a number of issues. 

Realism, to begin with, theorizes that the nation state is the primary actor in the world 

order of things. (Mearsheimar, 2006). The primary concern for the state is to do with the 
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balance of power. As a result states are constantly in competition for power. Ultimately, 

it is this balance of power, which influences the way in which a state acts. (Mearsheimar, 

2006). Most importantly it is the desire for relative power, which influences states’ 

decisions to take certain actions. 

From within realism there are two predominant theories. Firstly, there is classical realism 

which focuses on human nature as the cause for a state’s lust for power, while secondly 

there is neo-realism which focuses on the ‘structure or architecture of the international 

system’, which forces states to pursue power for reasons of survival rather than self-

aggrandizement. (Mearsheimar, 2006). It is the latter of these two theories that dominates 

the literature on this particular issue. 

The realist perspective assumes that every state has a fundamental right to self-

preservation, which is held above any other obligations and as such the core interest of 

the state is independent survival. This means that states are unlikely to cooperate in 

international agreements. If a treaty or a deal affects a state negatively they will 

ultimately reject it, if they can do so without fear of punishment. (Carr, 1946). Therefore, 

it can be seen that states only really comply with treaty obligations if it is in their interest 

to do so, this being the attempt to achieve relative power and if they can afford to reject 

cooperation.  

As such, realists view the international system as a zero sum game. Since states are 

interested in these relative gains rather than absolute gains they will avoid complying 

with treaty obligations even if game theory proves that cooperation is more beneficial. 

The reason for this is that achieving relative power gains is the ultimate goal and the 

belief is that cooperation can over the long run lead to the opposition being able to accrue 

relatively more gains. Furthermore, cooperation can lead to a scenario whereby the state 

becomes dependent on this cooperation, which could serve to be detrimental in times of 

conflict. However states do comply with treaty obligations and cooperate if it means that 

they are making relative gains on an even more powerful state. (Mearsheimer, 2006). 

In light of the above some scholars in literature on this issue have hypothesized that 

Russia does not agree or cooperate with the European Union on the issue of energy 
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policy because the political elite abide to a realist worldview (Sotiriou, 2014). This paper 

supports a number of presumptions that this school of thought makes about current 

Russian foreign policy. It would support the argument that the incumbent government 

abides to this worldview. However, the application of the theory of realism in the 

literature fails to explain why Russia was relatively cooperative with the European Union, 

its member states and other international actors following the collapse of the Soviet 

Union in 1991. While this paper supports the argument that the current regime in power 

in Russia led my Vladimir Putin abides to a realist worldview, it makes the argument that 

international relations theory in itself does not go far enough in explaining the reasons as 

to why the European Union and Russia disagree on energy related issues and most 

importantly for the research question of this paper as to why disagreement has been 

growing over the past 15 years. Specifically, international relations theories unlike 

international political economy fails to acknowledge or explain the role that economic 

policy and interactions have upon shaping political structures and outcomes, as well as 

conversely how political forces shape these economic interactions. As such this paper 

goes a step further by building upon the theory of realism utilizing international political 

economy theory to explain the actual mechanism at hand that determines how Russian 

energy policy is developed which ultimately produces the outcome of discord with the 

European Union. 

2.2.2 Institutionalism 

Institutionalism is an alternative approach to realism’s cynical worldview, of how states 

only attempt to achieve relative gains. Institutionalism views states as attempting to 

achieve absolute gains and so they seek cooperation. Cooperation can be achieved as the 

result of institutions. (Keohane, 1984). These international institutions can result in 

decisions being reached voluntarily without the government being needed, so more 

efficient outcomes can result. An important view held by institutionalists is that 

cooperation can occur not only between allies but also between opposition under certain 

circumstances.  

This points to an important assumption of institutionalism: since states are rationalist & 

egoistic it doesn’t necessarily mean that discord will be the outcome, especially if 
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information can be used to solve collective action problems. (Keohane, 1984). Game 

theory is used to explain this point where cooperation in certain circumstances will 

benefit the state the most, so as a rational actor they will choose to cooperate. It is 

regimes (institutions), which can help states to achieve cooperation in the absence of a 

hegemon. States have incentives to form these international regimes and maintain them; 

and as a result will comply with their treaty obligations. The prisoner’s dilemma can help 

explain this point as where regimes can lengthen the ‘shadow of the future’ and as a 

result increase trust which leads to long term cooperation. When states continually have 

to play the prisoners dilemma mutual cooperation becomes the best choice. (Keohane, 

1984). 

So when it comes to compliance with treaty obligations institutionalists fundamentally 

believe that states ca achieve absolute gains rather than relative gains and with the help of 

institutions, they will not defect on these obligations.  

 This theory of intuitionalism has been used in the literature on the topic of energy policy 

to explain how the European Union approaches its stance on this issue. Specifically, 

Andreas Goldthau’s (2014) study examines how the states of the European Union have 

increasingly been moving towards a more liberal intuitionalist approach in recent times in 

managing its stance on the issue of energy security and claim that their approach has 

become incompatible with Russia’s realist worldview, which would ultimately explain 

the growing level of discord between the Union and the Federation. However, this study 

while supporting the argument that European Union has been increasingly moving 

towards a liberal intuitionalist approach and this could be potentially further straining the 

relationship, the most important driving factor and what has initiated the current levels of 

disagreement between the two sides has been that related to the transition that has 

occurred in Russia. 

 

2.3 International Political Economy 

At its core international political economy is concerned with the interaction between 

international economics and international politics. Economists tend to focus upon 
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international economy when researching international affairs, whereas international 

relations scholars focus on political matters. International political economy brings the 

two schools together. International political economy as such is based upon the 

assumption that to understand the interaction between states and change at a global level, 

international economics and politics need to be examined in an integrative manner. 

Specifically, the focus is on the politics of international economic relations including the 

political problems that arise as a result of economic relations between nation states. (Lake, 

2008). There are three main ideologies within international political economy: liberalism, 

nationalism, and Marxism. The former of these two theories are concerned with how to 

create wealth, which is the goal of economic activity. Marxism, however, differs in that it 

is not a capitalist theory. (Gilpin, 1986). As such this study will center of the use of the 

economic liberalism and economic nationalism. 

2.3.1 Economic Liberalism 

According to economic liberalism the key to national power is economic growth and the 

key to success in achieving greater levels of economic growth is through the free flow of 

trade. Governments should play a facilitative role in allowing the free flow in trade of 

goods, investments, and services across borders. The markets should be allowed to 

function with as little restrictions as possible so as to maximize economic growth. 

(Kegley & Blanton, 2012). 

According to other international political economy theories such as economic nationalism 

the government should influence the flow of trade, by utilizing the likes of tariffs, bans, 

and quotas. Economic liberalists would argue that all of these impede economic growth 

by distorting the market. The use of these polices, according to economic liberalists, 

causes inefficient scenarios to be played out in the market place. Economic liberalism 

points to the theory of comparative advantage and indicates that the nation state can 

benefit the most by operating in a free market environment. (Gilpin, 1986). 

Within economic liberalism there are two schools, classical liberalism and modern 

liberalism. Classical liberalists believe that no government intervention is necessary and 

that wealth will be maximized if the market is allowed to function independently. 
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However, the classical school of thought has somewhat become outdated, following the 

great depression and has been replaced by modern liberalism as the predominant theory 

in the literature. Modern liberalism acknowledges that the business cycle is not always 

self-regulating and that intervention in the market in certain scenarios or under certain 

events is necessary, such as breaking up monopolies in the market and establishing 

institutions to help with the free flow of information across markets. Another very 

important aspect of modern economic liberalist thought is that greater economic 

interdependence in the world economy is key to preventing another economic collapse. 

As a result trade and economic interaction between states is seen as a source helping to 

create peaceful relations, where greater interdependence means discord is less likely to 

occur. (Newmann, 2016). 

The European Union very much follows a policy based upon modern economic 

liberalism in relation to its energy policy. Following the Single European Act, the 

European Union has sought to create a common market for the sale of gas and electricity 

across the European Union. Furthermore, it sought to not only lower trading barriers 

internally in the market but also with external players like the Russian Federation 

(Golthau, 2014).  

The theory of economic liberalism is also important for this study to understand the 

transformation in Russian energy policy that was originally based upon economic 

liberalism in the Yeltsin era to economic nationalism under Putin. It is for this reason as 

according to the hypothesis of this thesis that there have been increasing levels of discord 

between the two sides. As such, this theory of economic liberalism will be utilized in 

conjunction with economic nationalism, which will be explained in the following 

paragraph, to illustrate how Russia’s policy transformed and ultimately how this led to 

heightened levels of discord. 

2.3.2 Economic Nationalism 

Economic nationalism views the role of the nation state as to assert its primacy and 

control over the economy in order to create wealth and to maximize power as a result. 

Economic nationalism’s roots can be found in the realist school of thought from 
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international relations theory. The state’s primary goal is to achieve independent security 

in a system of anarchy and as a result the state seeks to maximize its wealth as a means to 

power, whether that be related to reasons for self-aggrandizement or state survival 

(Gilpin & Gilpin, 2001). As such, the idea of economic nationalism is that national 

interests and the goals of creating wealth to maximize power of the nation state are held 

above private motives and the aspirations of individuals within the state.  

 As such, this theory is based upon the idea that states ultimately compete economically 

as opposed to the view that this is the role of corporations, as other theories such as 

economic liberalism would suggest. Free trade is seen as tool of the most advanced 

nations to maintain their supremacy over weaker states, as mature industries in the 

wealthiest of states will out compete those in less advanced countries. Therefore, the role 

of the state is to protect infant industries from foreign competition, through the use of 

protectionist measures such as quotas, tariffs, bans and the likes. However, this does not 

mean that the state should not engage in foreign trade with other states. It simply means 

that industries, which are critical elements towards maximizing national power in the 

international system, should be protected. (Newmann, 2016). However, once a less 

advanced economy catches up to a more advanced one then the economy may be opened 

up to free trade. The key is to have a surplus in the balance of payments in international 

trade by encouraging exports and limiting imports. 

  

In light of this, economic nationalists see domestic multi-national corporations as actors 

helping to secure national power. Therefore, foreign multi-nationals operating in the 

home nation are a threat to domestic industries and may weaken the nation state as a 

result. Consequently, one can see that economic nationalist policies are aimed at keeping 

these foreign multinational corporations out of key sectors of the economy that will hurt 

economic development if they remained. 

One final important point on economic nationalism that is derived from the realist school 

of thought in international relations, is that governments that abide by this ideology view 

state power as a zero-sum game. This means that these states will refuse to comply with 

agreements or trade deals, which would allow other nation states to make relative gains, 
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even if absolute gains are being made by the state (Levi-Faur, 1997). Furthermore, states 

are skeptical and wary of engaging in deals and cooperating with other nation states if 

they have the potential of creating a scenario whereby the state becomes dependent on 

this cooperation, which could serve to be detrimental factor in times of conflict. 

 

Economic nationalism, while connected with the broader definition of nationalism in that 

the state exists to vitalize and protect the national identity, the former goes a step beyond 

this. Economic nationalism concentrates on the use of economic means to unite the nation, 

increase the wealth of the state and as a result improve the standing of the nation in the 

world order by increasing its relative power. However, economic nationalism emerges 

from the growth of this broader sense of nationalism in the nation state (Levi-Faur, 1997). 

While the above There are number of reasons as to why nationalism more broadly ad as a 

consequence economic nationalism can emerge in a nation state. 

Firstly, expanding globalization is in fact linked with the emergence of nationalism. The 

process of globalization may stir reactions by ethnic nationalities over a fear of a threat to 

their cultural identity. The reason for this is that as a nation state opens up to the process 

of globalization some fundamental shifts may occur in the economy and the nation’s 

demographics. This development is not always even and in fact is not always successful 

or carried out in an effective manner, as a result the unfulfilled promises for some 

domestic groups is met with laying the blame on certain groups (szakonyi, 2007). The 

process of globalization for a nation state creates certain groups, as interaction with other 

nations increases. These include internal groups such as immigrants and external groups 

such as the other nations that state is beginning to increasingly engage with. The blame 

for unsuccessful or uneven development due to globalization is often pinned on these 

groups and as such due to economic or cultural woes nationalism can reemerge. (Abdelal, 

2005). 

A second reason as to why nationalism can reemerge is that it is often the case that policy 

makers use nationalist goals of vitalizing and protecting the national identity as a means 

to appeal to certain groups within the society, in particular those mentioned above who 

may have become worse off due to the process of globalization. These policy makers can 
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use nationalism as means to solidify their grasp on power of the nation and go about 

increasing the power of the nation state by increasing the wealth of the state through 

economic nationalism. (Nakano, 2004). Finally, the converse of this is that incumbent 

governments may be forced into conforming to the preferences of the public and adopting 

nationalistic policy, when domestic political activism rises and makes calls to action. 

(Abdelal, 2005). 

This theory and specifically its application to explain this specific case is relatively 

underexplored in the literature. While studies do exist that describe the rise of economic 

nationalism in Russia, they are not applied to this specific scenario in explaining the rise 

in the level of disagreement between the European Union and Russia on the issue of 

energy security.  

2.3.3 Russia and the Rise of Economic Nationalism 

The Russian Federation has gone through some major shifts over the past 25 years since 

the collapse of the Soviet Union in 1991. With the subsequent formation of the Russian 

Federation the country went through a period of dramatic upheaval with monumental 

changes not only politically but also economically and socially. Directly following the 

collapse in 1991 Boris Yeltsin led a policy of rapidly opening up the country to the global 

economy. Foreign investment flocked in and assets were denationalized, as the Russia 

government pursued what appeared to follow an economic liberalist approach. However, 

this period is now regarded as a near complete failure as a series of economic recessions 

hit the country in the 1990s. As a result this caused yet another upheaval in the system 

with an administration led by Vladimir Putin from 2000 onwards, which pursued a policy 

of economic nationalism. (Goldman, 2008). 

With the extraordinary and largely unsuccessful upheaval that the Russian state went 

through following the collapse of the Soviet Union, a breading ground for nationalism 

was created. The economy stagnated following the collapse of the Soviet Union and 

attempts by Boris Yeltsin, then president, to curb this and prevent recession through more 

aggressively pursuing a policy of economic liberalism served to exacerbate the situation, 

with the country dipping in and out of recession through out the 1990s. The oligarchs at 
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extremely cheap prices acquired natural resource assets and the state began to lose 

control of its most vital source of income as a result (Goldman, 2008). Furthermore, 

tensions began to rise between displaced ethnic minorities as the pace of change began to 

catch up with society. The complete mismanagement of this process of opening up the 

economy, led to what the Russian population perceived as exploitation of the state by the 

“West”. Furthermore, the blame was also placed upon the wave of immigrants that 

flocked in from former Soviet Union states to urban areas. These social and economic 

woes felt by the Russian population served to instill the conditions necessary for 

nationalistic sentiments to emerge. (Starobin, 2004). 

In connection with the above another factor that contributed to the rise of economic 

nationalism in Russia was related to the fact that the majority of the Russian population 

lost faith in the political process because of the sheer level of mismanagement and 

corruption under the government of Boris Yeltsin. The government failed to manage the 

transition of the economy and stem the chaos that ensued when the markets were 

liberalized. It led to a growing disconnect between the government and the people of the 

Russian Federation. As a result, radical opposition to the government began to grow in 

popularity and particularly those nationalistic ideologies, which appealed to a 

disenchanted population with the new direction that country had taken. Those nationalists 

who promised that they would restore national interests and hold these above the interests 

of a select few, began to grow in popularity. (Tikhomirov, 2000). 

While movements away from liberalism to nationalism began under Yeltsin late into his 

second term, it was not until Vladimir Putin assumed power in 2000 as president that 

Russia really made significant steps of moving away from closer integration with the 

West. By this time, movement towards reasserting Russian power internationally was 

supported by the majority of the elite and the lower classes.  As a result, after 1999, Putin 

rearranged the goals of the state along nationalistic ideologies and in particular pursued 

an economic policy that reflected this renewed propensity towards nationalistic ideology 

(Liuhto, 2008; Cannady & Kubicek, 2014). This belief in economic nationalism can in 

fact be traced back to Putin’s thesis entitled “Strategic Planning of the Reproduction of 

the Mineral Resource Base of a Region under Conditions of the Formation of Market 
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Relations”, in which he called for the Russian State to create public-private corporations 

to exploit the nation’s natural resources and reassume the primacy of the state in this 

industry by pushing private firms, that had come to acquire many of these assets, out. He 

openly supported the need to make Russia wealthy through exploiting these resources as 

a means to serve the country’s national interests. (Danchenko & Gaddy, 2006). 

Putin put these thoughts into action by reacquiring much of Russia’s hydrocarbon assets 

that were lost due to the period of privatization in the early 1990s. As a result the Kremlin 

more closely controlled economic development again, with the authority that they 

assumed over these major oil and gas assets and the ability as result to determine the 

strategy for exploiting and selling natural resources (Liuhto, 2008). As a result of this, the 

profits from these activities would go back into the hands of the government again who 

could redirect these to wherever they saw the need to reassert state dominance over the 

economy. Consequently, this meant that Russia would now have the power and ability to 

influence the economies and politics of foreign governments by determining the 

deliveries and sale of regionally priced commodities such as natural gas (Godzimirski, 

2016). 

While the issue of the rise of economic nationalism and specifically the transition that 

occurred in Russia from economic liberalism appears to indicate that this occurred, how 

exactly this process bore out and the implications of this in terms of its effects on its 

energy policy specifically and in turn its dealings with the European Union in this regard 

has not been covered. As such, while these studies have provided the theoretical basis and 

understanding that this transition has occurred and that there maybe some connection 

between this trend and the rise of conflict with the European Union, they still do not tell 

us how exactly this process played out and whether economic nationalism is correlated 

with the increasingly level of disagreement between Russia and the European Union. 

 

2.4 Positioning this Thesis within the Literature 

Despite the fact that the issue of European Union Russian energy relations has been a 

widely covered topic within the literature, much of this research does not go to the extent 
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of examining why this relationship went from being a relatively cooperative one 

following the fall of the Soviet Union to the one of today, which is marked by increasing 

levels of disagreement. For the most part the research has focused on the current state of 

affairs and explained the status quo. Some scholars have gone further and recognizing the 

heightened levels of disagreement have utilized international relations theories in attempt 

to explain the outcome. Where this thesis fills the gap in the literature is in its use of 

international political economy theory to map the transition of the relationship between 

Russia and the European Union, which in turn can inform us why there continues to be 

disagreement between the two sides on this issue. 
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Chapter 3: Methodology 

 

The following section will outline the methodological approach that this study adopts to 

answer the previously outlined research question. It will provide an outline of the 

research approach to this thesis, along with the research strategy and the various 

instruments utilized in pursuit of an answer to the research question. The aim here will be 

to not only outline the adopted method but to validate its use. 

 

3.1 Research Philosophy  

The social sciences contain a multitude of research approaches. The two predominant 

philosophical paradigms that exist in the mainstream literature are positivism and 

constructivism. 

To begin with, a positivist approach is based upon the idea that knowledge can be 

gathered through observation (Lamont, 2015). As a result, probabilistic relationships can 

be observed. This approach is based upon the premise that social reality is independent of 

the researcher (Antwi & Hamza, 2015). The positivist approach is based upon the idea 

that the researcher can observe knowledge about a social phenomenon objectively rather 

than relying on the observer’s subjective understanding. As such, positivists argue that a 

single objective reality exists to any phenomenon or situation. Consequently, this 

approach is well suited to a deductive approach and explaining causality by quantifying 

data to arrive at an outcome (Antwi & Hamza, 2015). 

Constructivists on the other hand would contest the notion that objective reality exists. 

Rather they see reality as a social construction, which is established through subjective 

perceptions and interactions. As such, a phenomenon can be given different meanings by 

those who experience it and therefore there are multiple interpretations of data. (Seale, 

1999). As a result, social phenomena cannot be objectively measured, therefore the 

researcher does not attempt to unearth a single truth but rather attempts to develop an 

understanding and develop contextual knowledge on the issue (Ponterotto, 2005). 
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Consequently, this research approach typically follows an inductive research procedure 

where theoretical insight is gained through empirical analysis and qualitative data. 

Another approach that exists within literature of the social sciences is that of critical 

realism. Critical realism critiques both the constructivist and the positivist approaches and 

as such brings the two together. Ontologically speaking critical realism supports the 

claim that social reality exists independently of the subjective knowledge of the 

researcher, as such there will always be underlying mechanisms that generate events that 

we observe. On the other hand, epistemologically speaking, critical realism sees the 

knowledge of the researcher being shaped by the subjective perception or interpretation 

of said researcher, knowledge is always locally and historically relative. (Bhaskar, 2010). 

As such critical realism takes a positivist approach in terms of its ontological dimension. 

However, epistemologically speaking, critical realism offers a middle ground between 

positivism and constructivism by accepting epistemic relativism in that our knowledge is 

subjective, however, it does not accept judgmental relativism, as there are reasons for 

choosing certain explanations of social phenomenon. Critical realism acknowledges that 

casual explanations are essential for understanding change in social phenomenon. 

(Bhaskar & Hartwig, 2010). As such this research approach acknowledges that there are 

always various explanations of what can explain a certain phenomenon that is being 

studied and that researchers will always interpret data in various ways but it is possible to 

make grounded arguments for choosing between competing views. Consequently, a study 

that follows a critical realist research philosophy is well suited to a deductive 

methodology where a hypothesis is generated concerning the mechanisms at hand with 

the goal of trying to confirm or deny their existence in producing an outcome. 

This thesis seeks to answer the question as to whether an economic nationalist policy in 

Russia has led to the outcome of disagreement between the European Union and Russia 

in terms of energy policy engagement and how shifts in this policy can lead to changes in 

levels of agreement between the two sides. Therefore a critical realist approach is a well 

suited research approach for this thesis as the aim is to uncover the phenomenon of 

disagreement between the European Union and Russia on the topic of energy policy and 

how the mechanism of economic nationalistic energy policy in Russia has influenced this 
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outcome. As such critical realism breaks from the confines of a positivist or constructivist 

approach and allows for a methodological approach that suits a study of this nature. 

 

3.2 Research Design and Strategy 

According to Saunders (2009), there are two main directions of reasoning within the 

methodological literature; the inductive and deductive research approaches. To begin 

with, by utilizing a deductive approach the researcher first develops a hypothesis and 

establishes a research design following this to test this hypothesis. On the other hand an 

inductive approach involves an initial period of collecting data and then developing a 

theory from the interpretation of this data. As highlighted previously, this thesis adopts 

the former, that being a deductive approach, a hypothesis has been created and a research 

strategy is developed to test this hypothesis. As according to Saunders et al. (2009), a 

topic, which contains a wealth of literature from which a hypothesis and theoretical 

framework can be readily developed is more readily lent to a deductive approach. 

The subject area of this study is already a popular area within the literature, with various 

forms of analysis existing on not only the issue of European Union and Russian relations 

but also more specifically on the relationship that exists with regards to the policy area of 

energy. For this matter an exploratory study on this issue would not prove to be a 

substantial contribution to literature, as there already exists literature that makes this type 

of analysis. Rather this study adopts an explanatory research approach and to some extent 

a descriptive research approach in conjunction, in attempt to draw some of the existing 

literature together, as well as other data to understand what has occurred in this specific 

area.  

The aim of this study is to analyze the extent to which economic nationalism in Russia 

has contributed towards the state reaching disagreement with the European Union on 

energy policy matters. As such, this study brings a descriptive approach to it in its 

analysis of the trends, to explain what has happened. And given that the main aim of this 

paper is to bring these variables together to understand the relationship between them and 

to explain as to whether they are correlated, this study adopts an explanatory research 
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approach in conjunction with a descriptive one. 

In light of the above this study aims to make use of a case study strategy in an attempt to 

answer the research question by analyzing the specific case of interaction between the 

European Union and the Russian Federation on the issue of energy policy. A case study 

approach is a strategy for research that involves an investigation of an empirical nature, 

of a particular phenomenon in the actual context that it is carried out, using various 

sources of evidence (Robson, 2002). A case study approach is well suited to an 

explanatory study because answers can be deduced from these studies. The researcher 

asks why and how questions so as to understand the nature of the process taking place. 

(Rowley, 2002). Furthermore case studies are very useful for challenging existing 

theories, and this is exactly what the aim of this research paper is to challenge the 

predominate theories that explain why disagreement occurs between the European Union 

and Russia on the issue of energy policy engagement. In adopting a case study strategy 

this thesis will utilize a number of sources and types of data, which will be explained in 

the following paragraph. 

 

3.3 Data Collection  

The data collection method for this thesis is based upon the use of official policy 

documents from governments and governing bodies, as well as official documents from 

Secretariats and interviews with leading experts in the field of Russian foreign policy and 

energy policy. This will be supported by other reports and documents from other sources. 

As such, this thesis will primarily deploy the use of secondary data of a qualitative nature 

and will be supported by primary data in the form of expert interviews. 

3.3.1 Primary Data 

Primary data is data that has been directly collected by the researcher. This study utilized 

primary data in the form of interviews. These interviews were conducted with three 

leading experts in the field of Russian foreign policy and specifically energy policy in the 

European Union and Russia. The type of format of interview utilized is known as a semi-
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structured interview. A semi-structured interview is a flexible method of interview where 

the researcher has a list of questions and themes to be utilized. As a result there is 

flexibility for the interview to develop with additional questions to be posed and others to 

be excluded if deemed irrelevant (Saunders et al., 2009). This is a particularly useful 

method of collecting primary data as it allows for the researcher to develop new insight 

and make connections that might not have been possible from studying the literature 

alone (Cresswell, 2013). These interviews were utilized after the first phase of data 

collection and analyses, where secondary data was compiled and analyzed using the 

process tracing method both of which will be explained below. The interviews as such 

acted as a critique of this work, where questions were centered on themes and trends 

developed in this phase. As such they were used to back up my findings from the initial 

phase and to also act as critique to go back and reanalyze specific areas of weakness or 

trends that had been omitted. These interviews were conducted both over the telephone 

and in person in Washington D.C. Each of the interviews lasted approximately one hour. 

Follow-ups to the interviews were also conducted to gain greater clarity and insight. An 

overview of the expert interviews can be found in Figure 3.1 and a summary of the 

questions and responses obtained are outlined in the appendices.  

3.3.2 Secondary Data 

Secondary data can be defined as data that already exists and has been collected for 

another purpose. The secondary data utilized in this analysis has been gathered from 

official reports and policy documents released by the Russian government that have been 

translated into English, as well as reports and policy documents from the European 

Commission and a number of specific governments of member states of the European 

Union. Furthermore, official reports from the Secretariat of the likes of the Energy 

Charter Treaty and the Third Energy Package of the European Union will also be made 

use of. Other sources of secondary data have also been made use of, gathered from 

various other sources such as research institutes, think tanks and other international 

bodies. This information has been collected through online databases, the Library of 

Congress and the Center for Strategic and International Studies in Washington DC. 
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Expert Profile 

 

Overview of the                    

Interview Content 

 

Dr. Jeffrey 

Mankoff 

(Appendix A) 

 

Senior Fellow, Russia and 

Eurasia Program, The 

Center for Strategic and 

International Studies 

 

• Nationalism in Russia 

• Regime survival in Russia 

• Policy transition: Yeltsin to Putin 

• Russian foreign policy 

• The future of Russian energy 

policy 

• Pipeline politics 

 

 

Edward          

Chow 

(Appendix B) 

 

Senior Fellow, Energy and 

National Security Program, 

The Center for Strategic and 

International Studies 

 

• Expropriation in Russia 

• Regime Survival in Russia 

• Gazprom Antitrust Case 

• The future of EU-Russian Energy 

Relations 

• Pipeline Politics 

 

 

Dr. Tim     

Boersma 

(Appendix C) 

 

Fellow, Foreign Policy, 

Energy Security and 

Climate Initiative, The 

Brookings Institution 

 

• EU Energy Union 

• EU Internal Energy Market 

• Gazprom Antitrust Case 

• Nord Stream 1 & 2 

• The Future of EU Energy Policy 

Figure 3.1 – Overview of the Expert Interviews 
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3.4 Method of Analysis 

Following the collection of this data, the data will have to be analyzed. As alluded to 

previously analyzing this data will be carried out through the use of the process tracing 

method. This method makes use of data of a diverse nature such as archival documents, 

interview transcripts, official as well as informal policy documents and other types of 

qualitative data. The process tracing method will be utilized in order to establish whether 

a causal mechanism exists linking economic nationalistic Russian energy policy (x) and 

disagreement between the European Union and Russia on energy policy engagement (y). 

As such, the aim in using the process tracing method will be to establish whether or not x 

through a causal mechanism produces a series of conditions that come together to 

produce an outcome y. In using the process tracing method the causal process that leads 

to certain outcomes can be effectively outlined and therefore lends towards validating or 

disproving the hypothesis of this thesis. Therefore, this approach to my analysis can be 

more specifically defined as a theory-testing process tracing method, as a theory has been 

deduced from the existing literature and then tested whether there is evidence in the 

various sources of data whether a specific causal mechanism exists in this particular case 

that link x with outcome y (Beach & Pedersen, 2011). This will be carried out by looking 

at the sequence and structure of events pertaining to engagement between Russia and the 

European Union on the issue of energy policy so as to establish evidence that the given 

stimulus of economic nationalism in Russia caused the outcome of discord between the 

two sides on the issue of energy policy engagement. The evidence for each part of the 

mechanism will be weighed up individually and in turn as a whole, so as to develop a 

degree of confidence as to whether the mechanism existed in this particular case as 

hypothesized. Theory testing process tracing is an effective method to prove or disprove 

whether a specific theory that is applied to a certain case is correlated with that outcome 

(Beach & Pedersen, 2013). 

The use of the theory testing process tracing method can be broken down into five steps: 

1) The first step in this process will be to elaborate upon the specific mechanism to be 

tested, where upon the theory of how Russian energy policy is based upon the ideology of 

economic nationalism will be broken down into parts to be more closely examined. This 
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will be a follow on from the literature review. 2) Step two will involve operationalizing 

the causal mechanism to work out what each part of the mechanism will look like in 

practice, by specifying observable manifestations or empirical evidence to demonstrate 

whether the mechanism was at play or not. 3) The third step will then involve collecting 

this observable evidence of the mechanism at play. 4) Step four will then involve 

assessing the weight of evidence to establish a reasonable degree of confidence as to 

whether each part of the mechanism exists in this particular case or not. 5) The final step 

will serve as the conclusion of this paper whereupon the evidence of each part of the 

mechanism will be examined as a whole to determine as to whether x led to outcome y. 

(Punton & Well, 2015). 

 

3.5 Quality, Rigor, Trustworthiness, and Dependability 

Quality, rigor, and trustworthiness of a qualitative study may also be referred to as 

validity (Davies & Dodd, 2002; Seale, 1999; Stenbacka, 2001). These terms refer to the 

degree to which the findings of said study correctly reflect the phenomena that they are 

intended to describe. On the other hand dependability of said study refers to the stability 

or consistency of the process of inquiry. 

In order to ensure the validity and dependability of this study the processes of 

triangulation was utilized, through the use of semi-structured interviews of a select group 

of experts who analyzed the data of this study. These experts provided a means to 

challenge the assumptions of this study and to check for inconsistencies and as a result 

provide an opportunity to re-analyze the data (Seale, 1999). As such this study utilized 

two methods to study the same phenomenon, firstly through the use of multiple sources 

of secondary data and also primary data in the form of semi-structured interviews with 

leading experts in the particular field of study. As a result this study utilized multiple 

sources of data and information, including both primary and secondary data and as such 

ensured that the results are both dependable and reliable. 

The results of this study are based upon the use of a dependable research methodology, 

which has allowed for an objective analysis of the data and therefore has led to a set of 
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valid results. However, that being said it is important to note that in adopting a critical 

realist approach this study acknowledges that there is an interpretive element to the 

obtained results and that while every attempt has been made to make a grounded 

argument in choosing between competing views, the interpretative element to study 

cannot be entirely eliminated.  
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Chapter 4: Analysis 

 

As outlined in chapter three of this paper, this study will utilize a process tracing method 

of analysis to examine the causal mechanism at hand in order to establish whether this 

causal mechanism can link ‘x’ with outcome ‘y’.  The analysis chapter of this paper will 

be broken down into four sections in utilizing the theory testing process tracing method. 

The first part of the analysis will elaborate upon the specific mechanism to be tested, 

where upon the casual mechanism will be broken down into parts to be more closely 

examined. As such the casual mechanism will be first conceptualized, so as to outline 

what the causal mechanism at a theoretical level looks like. In the second section of the 

analysis the casual mechanism will be applied to the specific case at hand. Specifically, 

the casual mechanism will be operationalized so as to illustrate what this mechanism and 

each part of the mechanism would look like in practice if it were to present itself in this 

specific case. This will involve specifying observable manifestations or empirical 

evidence that will need to be established to demonstrate whether the mechanism was 

present or not. Following this, in the third section of the analysis, observable evidence of 

the mechanism at play will be collected and presented. The fourth section will then 

involve assessing the evidence collected to establish a reasonable degree of confidence 

that each part of the mechanism is present or not in this case. Following these four steps 

this paper will conclude with a final chapter whereupon the evidence of each part of the 

mechanism will be examined as a whole to determine as to whether x led to outcome y.  

 

4.1 Conceptualizing the Causal Mechanism  

In examining the outcome of disagreement between the European Union and Russia on 

the issue of energy policy engagement, this paper has hypothesized that Russian energy 

policy based upon an economic nationalism is the route cause of this phenomenon. As 

such the casual mechanism at play here is the theory of economic nationalism and how 

this has shaped Russian energy policy, which in turn determines the outcome of dealings 
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and negotiations with the European Union on energy related matters.  

In light of the above it has been established what x (Russian energy policy) and y 

(disagreement between the EU and Russia on energy security matters) are. It has been 

hypothesized that x is the route cause for outcome y. However, the reasoning for this has 

to be established. As a result we need to first take a step backwards and conceptualize x 

and y, along with the casual mechanism at the theoretical level. Henceforth, at the 

theoretical level x represents a state pursuing a policy based upon economic nationalism 

and y represents the outcome that the state will reach discord or non-compliance in 

negotiations with other states or institutions with a greater level of bargaining power or 

those that pursue an economic liberalist approach. As such this explains why at the case 

level it is hypothesized that x as determined by the casual mechanism of economic 

nationalism, explains why the outcome of y has manifested in this particular case, as 

illustrated in Figure 4.1. 

 

 

 

 

As according to Beach and Pedersen (2013), mechanisms are conceptualized as being 

composed of a number of ‘parts’, which in turn are composed of entities such as people 

or organizations that engage in activities. Ultimately, it is these parts that when 

conceptualized, operationalized and empirically tested can prove or disprove the 

hypothesis of this paper. The focus for this section of the paper is upon conceptualizing 

the various parts of the casual mechanism at the theoretical level. These parts are more 

than just events but rather theories about how and why one action or event leads to 

another (Beach & Pedersen, 2013). Ultimately, they represent the causal force that leads 

x to give rise to outcome y (Punton & Welle, 2015). Furthermore, these mechanisms in 

X  
Russian 

Energy Policy 

Y  
Disagreement 
Between EU + 

Russia 

	  Economic Nationalism 
‘Parts’ 

Figure 4.1 The Casual Mechanism in Process Tracing (Adapted from Beach & 
Pedersen, 2013). 
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theory testing process tracing are systematic, where upon they reflect how change occurs 

outside of a specific case. As such, these mechanisms exist independently of any 

particular event at the conceptual level and then are applied to a specific case. 

As such, the first step in the theory testing process tracing method will be to expand upon 

the casual mechanism at hand, that being economic nationalism. This will build upon the 

literature reviewed on this particular topic and in doing so specify at a theoretical level 

which entities are expected to carry what specific activities. The mechanism at hand will 

therefore be broken down into the smallest feasible number of parts with each one 

leading to the subsequent part.  

The specific casual mechanism at hand for this particular study is known as a 

transformational mechanism, whereby the mechanism works from a micro to macro level 

(Punton & Welle, 2015). At the micro level there are decision makers. Subscribing to 

economic nationalistic policies, these decision makers will hold certain beliefs in relation 

to how the economy of the nation state should operate. In turn the beliefs of decision 

makers at the micro level will be reflected in the actual policies that the government at 

the macro level works towards and ultimately carries out. As such the micro level 

determines the macro level. 

Drawing on the literature reviewed in chapter 2 of this study, decision makers at the 

theoretical level, to begin with, support the basis of economic nationalism. Specifically 

they abide to a realist worldview, supporting the notion that the international system is a 

zero-sum game and as such the state should seek to maximize power in the international 

system relative to other actors (Gilpin, 1986). As a result according to economic 

nationalism the route to maximizing economic wealth and power of the nation is to assert 

the primacy and control of the state over the economy. In particular, there are certain 

industries, which are critical to the economic development and maximizing power of 

each nation state that the government should have direct involvement and oversight in, in 

order to ensure they are appropriately managed with the overall goals in mind (Gilpin, 

1986). Ultimately, these decision makers support these ideals as a means to justify and 

legitimize the centralization of power, authoritarian politics so as to ensure regime 

survival. 
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As mentioned previously these beliefs held by the decision makers of the state 

collectively determine the policies as carried out by the government. Firstly, it is the 

belief that the international system is a zero-sum game, results in the government 

working towards achieving relative rather than absolute gains in economic engagement 

and trade deals with other nation states. Secondly, it is the belief in the need to assert 

primacy and control of the state over the economy and particularly so in certain industries 

leads the government to implement specific policies to assert its authority over the 

economy and to maintain such authority. Furthermore, it also means that the government 

pursues means to control certain industries, which are seen as crucial elements towards 

economic development and power in the international system, through specific policies 

and protectionist measures.  

Finally, it is the policies as pursued by the government that determine the outcome of 

engagement of the state with other actors in the international system. Specifically, it is the 

policy of attempting to make relative rather than absolute gains in the international 

system in trade dealings that will see the government refusing to comply or enter an 

agreement whereupon another nation gains comparatively more from such agreement 

(Crane, 1998). In turn it is the activity of attempting to assert primacy and control over 

the economy and in particular over certain industries, along with the use of protectionist 

measures that will see the state come to the outcome of disagreement with states that 

pursue policies based upon economic liberalism (Hieronymi, 1980). 

Collectively these entities and actions as conceptualized above form the casual 

mechanism at the theoretical level, which has been hypothesized links x with outcome y. 

This conceptualization of the casual mechanism informs the next step in the process, 

which will be to operationalize this casual mechanism at a case specific level.  
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4.2 Operationalizing the Casual Mechanism 

Operationalizing the mechanism at the case level essentially involves working out what 

each of the parts of the mechanism will look like in practice. This involves specifying 

observable manifestations (i.e. empirical evidence) that can be collected to determine 

whether each part of the mechanism as conceptualized is present in this particular case. 

Essentially, the operationalization of the mechanism involves establishing evidence for 

each part along with the causal links that brings these parts together to produce an 

outcome. (Punton & Welle, 2015). 

As previously conceptualized the first part of the mechanism at hand is composed of the 

notion that decision makers support the ideals of economic nationalism ultimately as a 

means to legitimize their power. Specifically, these decision makers support the basis of 

economic nationalism whereby they support the notion that the international system is a 

zero-sum game.  As such, these decision makers believe that the state should be pursuing 

relative gains over other nation states rather than seeking absolute gains (Gilpin & Gilpin, 

2001). Operationalizing this part of the mechanism at the case specific level we would 

expect to see evidence that Russian decision makers support economic nationalism as a 

means to justify and legitimize centralization of power, authoritarian politics and as a 

result to ensure regime survival. In turn by supporting the ideals of economic nationalism 

we would expect to see evidence that they support the notion that the state should seek to 

make relative gains over other nation states in energy related matters. These decision 

makers consist of individuals in the political elite, particularly the president Vladimir 

Putin. We would expect to see these individuals expressing support for the ideals of 

economic nationalism and as such expect to see evidence that they are opposed to the 

ideals of economic liberalism.  

Measuring the predicted evidence that we would expect to see for this first set of beliefs 

of decision makers, as outlined above, would involve analyzing existing literature, first 

hand accounts from the political elite in Russia and also evidence presented in the 

interviews conducted with leading experts in this field of study. The first hand accounts, 

which include addresses made by Vladimir Putin to the Federal Assembly of Russia, will 
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be used in order to establish the executive’s support for the ideals of economic 

nationalism. Finally, the interviews and existing literature are used as a means to validate 

the presented evidence and to establish the reasons behind the support for economic 

nationalism. 

The second set of beliefs held by decision makers of the first part of the casual 

mechanism consists of the idea that the state should assert its primacy and control over 

the economy in order to create economic wealth. In particular they believe that the state 

should directly be involved and have strategic control over industries that are key to 

economic development and that can help the state to assert its power in the international 

arena. These beliefs are a development of the idea that the state operates in zero sum 

game and the means to maximize power is to create economic wealth. These beliefs 

specify how the state should go about in creating economic wealth and maximizing 

power and that is to control the economy and certain industries.  

In operationalizing this set of beliefs of the first part of the casual mechanism we would 

expect to see that key decision makers in Russia believe that the government should 

strategically control the industry, which is most important to Russian economic 

development, that being the natural resource industry and particularly the development of 

energy resources including oil and gas. Specifically, they would share the view that the 

Russian government should not only have a direct stake in major oil and gas corporations 

but that the state should above all control the industry and the operations of these 

companies. More specifically, they would hold the view that mechanisms should be set in 

place to ensure that the government can control the strategic direction of the industry as a 

whole and to protect the market from foreign competitors by the use of protectionist 

measures. 

Measuring the predicted evidence of this part of the casual mechanism would once again 

involve analyzing first hand accounts from Vladimir Putin to examine if these beliefs 

hold to be true in this particular case. Specifically, academic papers written by the 

President of Russia about the oil and gas industry will serve as a means to outline if he 

shares the views that would need to be present itself for this part of the casual mechanism 
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to hold true in this particular case. 

As conceptualized these beliefs of the political elite collectively determine the policies 

that are pursued by the government. To begin with it is the first set of beliefs of the first 

part of the casual mechanism, whereby the political elite support the ideals of economic 

nationalism and the notion that the state operates in a zero sum game, would as result see 

the government working towards achieving relative rather than absolute gains in dealings 

with other nation states.  

Operationalizing this first policy as pursued by the government in the second part of the 

casual mechanism at the case level we would expect to see evidence of the Russian 

government seeking to deal with states within the European Union on a bilateral basis on 

energy matters and as such actively avoiding entering agreements with larger institutions 

such as the European Union. The reason for this is that the government in seeking to 

make relative gains rather than absolute will avoid entering agreements with states or 

institution with a greater level of bargaining power. 

The second set of beliefs of the first part of the mechanism, whereby Russian decision 

makers believe that the government should control natural resource development in the 

state and protect this particular industry from foreign competition results in the second set 

of policies pursued by the government as part of the second part of the casual mechanism. 

As conceptualized with this part of the mechanism we would expect to see the 

government working towards asserting national authority over key industries to economic 

development and power in the international system and actively protecting this industry 

through specific protectionist policies.  

Operationalizing this set of policies of the second part of the casual mechanism we would 

expect to see evidence that the Russian government actively works towards acquiring and 

maintaining oil and gas assets under the control of the state. Furthermore, we would 

expect to see evidence that the government utilizes protectionist policies to prevent 

foreign oil and gas corporations from entering the market. We would also expect to see 

evidence of oil and gas corporations under the control of the state exhibiting monopolistic 

and protectionist behavior in foreign markets. 
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As previously conceptualized it is the second part of the casual mechanism that 

determines the outcome for the third and final part of the causal mechanism. In particular 

it is the policies as pursued by the government of attempting to make relative rather than 

absolute gains in dealings with other nation states and attempting to assert primacy and 

control of the state over the economy and certain sectors that we would see the outcome 

of disagreement in dealings with other nation states or institutions that posses a greater 

level of bargaining power or that pursue an economic liberalist approach in policy 

making. 

Operationalizing the first outcome of engagement with other nation states or institutions 

whereby the government refuses to comply or enter agreements in which the other actor 

gains relatively more from such agreement we would expect to see the Russian 

government refusing to comply with agreements such as the Energy Charter Treaty and 

the Partnership and Cooperation Agreement. For the second outcome of engagement with 

other nation states or institutions whereby the policies as pursued by the government 

conflict with those of other actors who pursue an economic liberalist approach in their 

policies, we expect to see evidence of Russia and the European Union disagreeing with 

each other’s energy policies through official statements and legal cases such as the EU’s 

antitrust case against the state controlled company Gazprom. 

In turn, the outcome (y) as conceptualized was that discord or non-compliance is the 

outcome of negotiations between states or institutions with greater bargaining power or 

those that pursue an economic liberalist approach. This outcome must also be 

operationalized. In doing this we would expect to see overall that any negotiations 

between the European Union and the Russian Federation have failed to materialize in any 

significant energy security deal and that each side fundamentally opposes each other’s 

energy policies. 
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4.3 Colleting the Evidence 

Before collecting evidence for the first two parts of the casual mechanism it is important 

to understand who exactly is or are the key decision makers in Russia. Russia is ruled by 

a very narrow group of individuals who center around one individual the President 

Vladimir Putin. The composition of this group has barely changed since Putin came to 

power in 2000 (Wood, 2014). This group includes key individuals such as Igor Sechin, 

Dimitry Medvedv Alexei Kudrin, Sergei Ivanov, and Nikolai Patruchev (Monaghan, 

2015; Appendix B). It is widely acknowledged that Vladimir Putin and the position that 

he holds as the president of Russia ultimately determines what policies the government 

pursues. Neither the judicial nor the legislative branches of government have any 

substantive authority without the executive playing a role (Appendix B). As such when 

looking towards the reasoning of decisions made and policies pursued by the Russian 

government, the beliefs of Vladimir Putin himself serve as the point of reference in 

understanding this. (Wood, 2014). 

 

4.3.1 Part I of the Causal Mechanism  

As previously operationalized for the first part of the causal mechanism to be present in 

this particular case we would expect to see evidence that key decision makers in Russia, 

particularly Vladimir Putin, supporting the basis of economic nationalism. As such they 

would support a realist worldview and view the international system as a zero sum game, 

where the state should pursue relative rather than absolute power gains in the 

international system. In turn the evidence presented here would not only show that they 

support the ideals of economic nationalism but that they are opposed to the ideals of 

economic liberalism. In turn, we would expect to see evidence that the reasoning behind 

supporting economic nationalism is to justify and legitimize the centralization of power 

within the state and authoritarian politics as a means to ensure regime survival. 

The evidence for the first part of the casual mechanism in that Vladimir Putin supports 

the ideals of economic nationalism primarily comes in the form of a discourse analysis of 
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official statements from Vladimir Putin himself and in turn the government of Russia. In 

particular Vladimir Putin’s annual addresses to the Federal Assembly will prove to be 

particularly useful. These addresses represent the stance of Putin and in turn the Kremlin. 

In particular, from analyzing Putin’s annual addresses to the Federal Assembly it 

becomes clear that the notion of building the power of the state and centralizing this 

power is key to not only economic development but securing Russia’s international 

position. As early as Putin’s first address to the Federal Assembly as President of Russia 

in 2000, Putin outlined the importance of strengthening the power of the state to build a 

“strong” Russia (President of Russia, 2000). In this speech Putin outlined his wish “to 

particularly emphasize” that Russia’s “place in the modern world…will only depend on 

how strong” the state is. Putin further reasons in this speech that an “ineffective state is 

the main reason for the long and deep economic crisis” and that the decentralization of 

power in the state has weakened Russia and so long as this model remains “Russia 

remains weak” (President of Russia, 2000). As such, according to Putin, under the 

neoliberal model employed during the Yeltsin years, which was still largely at play when 

he came to power “the territories, regional and local authorities are still competing among 

each other, competing for power” and this has led to a scenario whereby “state functions 

are being seized by private corporations and clans” (President of Russia, 2000). It is clear 

here from this address that Putin fundamentally objects to the model of economic 

liberalism. With this objection Putin in his address argues for the centralization of power 

by stating, that the “federal power and the Russian President should have the legal ability 

to establish order here” (President of Russia, 2000).  

Building a “strong” Russia according to Putin does not only mean the centralization of 

power to achieve economic strength but rather achieving this in the context of where the 

state falls within the international system (President of Russia, 2000). Putin in his 

addresses to the Federal Assembly constantly places Russia within an international 

context. In particular in his 2002 address to the Federal Assembly Putin outlined how 

Russia needs to be strong to improve the standing of the country within the international 

system. In order to gain greater political and economic influence “Russia needs to be 

strong and competitive” according to Putin (President of Russia, 2002). Furthermore, 
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Putin illustrates his belief ensuring the national autonomy of the state by building the 

strength of the state so as to ensure that they do not have “to rely on others’ advice, aid, 

and loans” (President of Russia, 2002). 

As such the evidence presented above from the various addresses that Vladimir Putin has 

delivered to the Federal Assembly makes it clear that he supports the ideals of economic 

nationalism. In particular from as early as 2000 it is clear that Putin supports the notion of 

centralizing the power of the state and asserting primacy and control over the economy. 

Furthermore, Putin illustrates his belief in making gains in the international system 

relative to other actors thus further supporting a realist world view and the basis of 

economic nationalism. The statements that Putin delivered to the Federal Assembly not 

only illustrate his support for economic nationalism but also his objection to economic 

liberalism. However, while the evidence presented here very much illustrates his support 

for the basis of economic nationalism, it does not tell us what particular approach should 

be adopted in implementing this policy and the ultimate reasoning behind adopting this 

approach. This will be more closely examined in the proceeding paragraphs. 

As such the next belief, which empirical evidence needs to be collected for is that related 

to the one shared by key Russian decision makers, in the notion that the government 

should assert its primacy and control in the oil and gas industry in particular. Specifically, 

while it is has been made clear from Putin’s addresses to the Federal Assembly that the 

state should assert its primacy and control over the economy, evidence which supports 

the notion that decision makers specifically believe in the policy of controlling the 

strategic direction of the oil and gas industry needs to be outlined. As part of this belief, it 

has also been operationalized that the political elite believe that individuals loyal to the 

goals of the state should directly be involved in overseeing the operations and decision 

making of major Russian oil and gas corporations. Furthermore, they also share the belief 

in the need for protectionist measures to be imposed by the government to protect the 

industry from foreign competitors.  

For the most part the evidence collected for this observable manifestation of this part of 

the mechanism centers around two academic papers written by the most influential figure 
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in Russia’s political elite, Vladimir Putin. The first paper is his dissertation entitled 

“Strategic Planning of the Reproduction of the Mineral Resource Base of a Region under 

Conditions of the Formation of Market Relations”, written at the St. Petersburg Mining 

Institute in 1997. The second academic paper is an article written by Putin in 1999 

entitled “Mineral Resources in the Strategy for Development of the Russian Economy,” 

published by the Zapiski Gornogo Instituta of the St. Petersburg Mining Institute. 

To begin with, Vladimir Putin’s thesis was written as part of his “kandidat 

ekonomicheskikh nauk” (candidate of economic science) degree from the St. Petersburg 

Mining Institute. The thesis focusses on the topic of strategic planning in the resource 

sector and was supervised by Vladimir Litvinenko, head of the St. Petersburg Mining 

Institute. The thesis contains an introduction, three chapters, and a conclusion. The first is 

a case study of the natural resource base in Leningrad and St. Petersburg. The second 

chapter focuses on a conceptual framework of sorts related to strategic planning of the 

reproduction of the mineral resource base of a region. The final chapter is once again a 

case study and focuses upon the transportation of natural resources in the Northwest of 

Russia. The most important chapter for this study is that of the second chapter, 

whereupon Putin outlines a conceptual framework about a system of strategic planning to 

be applied in the economy and specifically in the industry of reproducing the mineral 

resource base in a region. (Danchenko & Gaddy, 2006). 

Before going into the details of chapter two specifically there are two broader central 

messages that come across in Putin’s thesis, which are directly related to this part of the 

mechanism. First there is the idea that the ultimate currency that a Russian official can 

have at his disposal is raw materials. This is the ultimate guarantee of survival and 

subsequently wealth and development. Since raw materials are essential to the survival of 

the state and as such the security of the state, they should be kept in the strategic reserve. 

The second central message is that the state must operate some degree of control over 

private companies, as they fundamentally cannot be trusted. Private corporations are 

prone to act in their self-interest and as such may disregard their obligations in an 

unpredictable environment. (Balzer, 2005). As such the key message put forth here is that 

the economy should be strongly regulated and controlled by the state and particularly so 
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for industries that are strategically important to the state. This goes beyond simple 

majority ownership of the state but rather state strategies for corporate management. 

Specifically, this is of the utmost of importance according to Putin in his thesis for the 

natural resource industry. The message is implied in his thesis that the rapid 

denationalization of assets that occurred in the period following the collapse of the Soviet 

Union needed to be reversed and the state must once again regulate and control the 

natural resources of the state to the greatest extent possible. The system by which the 

operations of the state should be managed is specifically outlined in chapter 2. According 

to Gaddy and Danchenko (2006) it seems that the description of this system in chapter 2 

contains a summary of Putin’s current “philosophy of management of economic and 

political systems”. This final point is backed up by a an answer delivered by Vladimir 

Putin himself, to a question posed by Clifford Gaddy at the 2nd Valday Conference, when 

asked if there was relationship between Russian energy policy and what was written in 

his thesis he acknowledged that there was (Balzer, 2005). 

Chapter two begins with a section, which focuses upon the theory of ‘Strategic Planning’. 

This entire section only contains one single source, that of a textbook entitled “Strategic 

Planning and Policy” written by William King and David Cleland (1978). According to 

Gaddy and Danchenko (2006) entire passages of this textbook have been lifted from the 

Russian translated copy (1982) of this textbook into Putin’s thesis. The theme of King 

and Cleland’s book centers around the issue of strategic planning in an uncertain 

environment and this seems particularly relevant to the period that Putin would’ve written 

his thesis following the collapse of the Soviet Union in 1991 and the subsequent upheaval 

in the economy. King and Cleland in their book constantly use examples of strategic 

planning in the context of a company; however, they do clarify that ‘an organization’ can 

refer to a company, government or a state. According to King and Cleland (1978) and 

what is contained in Putin’s thesis the ‘organization’ must distinguish between objectives 

and goals. ‘Objectives’ center around the longer-term direction in which the organization 

should strive towards, in order to execute its mission statement or the ultimate goal of the 

state (Danchenko & Gaddy, 2006).  Below this are ‘goals’, which are specific measures 

to be executed on the road to achieving objectives (King & Cleland, 1978). Finally, there 

are specific programs to be carried out in order to achieve these ‘goals’. The other central 
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concept outlined in the first part of chapter two is to do with the distinction that Putin 

makes, once again utilizing Cleland and King’s work (1978), between the levels of 

strategic planning and management and that of the operating level. The management 

level (i.e. the CEO or President) of the organization should be concerned with ensuring 

that the outputs of the organization serve the overall objectives of the organization and in 

turn work towards achieving the ultimate goal of the organization. This is what Cleland 

and King (1978) term effectiveness. On the other hand there is efficiency, which is do 

with producing the optimal level of output using a given set of inputs. The management 

level should leave the operating level to achieve efficiency while it focuses upon 

achieving effectiveness. As such the management level will structure the organization in 

such a manner that there will be a CEO and board of directors at the top and a group of 

managing directors at the operating level. (Danchenko & Gaddy, 2006; Cleland & King 

1978). 

Putin in his thesis applies this model of strategic planning at the state level for the 

reproduction of the mineral base of a region, as the optimal means to achieve the broader 

objectives of the state. As such Putin demonstrates his belief in this system of managing 

an economy as the optimal one, whereby the state regains strategic control over privately 

owned and semi privately owned corporations that are strategically important to the 

economy as a whole. These corporations in Russia in particular are those that exploit the 

natural resources of the country, especially oil and gas. This model does not merely entail 

renationalizing all assets but rather allowing some form of private ownership to remain in 

order to achieve efficiency, while at the same time keeping them under the control of the 

state in order to achieve effectiveness. (Putin, 2006; Danchenko & Gaddy, 2006). 

The arguments above are further illustrated and developed in the article written by Putin 

entitled, “Mineral Resources in the Strategy for Development of the Russian Economy”, 

which was published by the St Petersburg Mining Institute’s Zapiski in 1999. This was 

the lead article in the publication dedicated to the topic of energy in Russia. 

The article begins with the fundamental assumption that economic growth in Russia will 

have to be sustained by the exploitation of mineral resources for at least the next half a 
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century and likely longer and that achieving this growth will serve as the basis for Russia 

being able to restore its position in the world economy and in the international system 

(Balzer, 2005). In light of this assumption Putin constantly makes references in this paper 

to the imperative of restructuring the industry as the most important factor in improving 

economic growth in Russia. In particular Putin highlights the need to integrate upstream 

and downstream in the oil and gas industry and that the best way in which to establish 

this is for the government to “support organizing financial-industrial groups capable of 

accumulating significant financial means on domestic and world capital markets” (Putin, 

2006). Putin’s arguments progressively call for greater levels of intervention on the part 

of the state in controlling the strategic development of these resources by private 

corporations (Balzer, 2005). 

“Regardless of whose property the natural resources and in particular the mineral 

resources might be, the state has the right to regulate the process of their development 

and use” (Putin, 2006). 

Putin explains his reasoning for the above by highlighting the mishaps to do with the 

period of rapid denationalization following the collapse of the Soviet Union in 1991 and 

how in particular “the state lost control of the resource sector” (Putin, 2006). However, 

he highlights his optimism in the more measured approach, which at the time of writing 

of his article was beginning to emerge, whereby the state was starting to make steps 

towards regaining some of the lost control in the industry. As such he calls for the state to 

regulate “in general and in the natural resource use in particular” (Putin, 2006). He 

extends his argument and his reasoning for the above by highlighting that “a 

contemporary strategy for rational use of resources cannot be based exclusively on the 

possibilities of the market” (Putin, 2006). 

To summarize Putin in this journal article and his thesis highlights the importance of the 

resource sector and in particular the oil and gas industry to grow the Russian economy 

and to restore the power of the state in the international system (Balzer, 2005). This is 

clearly illustrated by the following quote: “…the strategy for Russia’s exit from the deep 

crisis and restoration of its former power…demonstrate that the condition of the natural 
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resource complex remains the most important factor in the state’s development in the 

near term” (Putin, 2006). Secondly, Putin pushes the argument that the state should 

reassert its primacy and the objectives of the state in the economy and the oil and gas 

industry in particular. Specifically, Putin argues that this can be achieved by the balance 

of private and public ownership of assets in this industry and through strict and heavy 

regulatory measures, as well as by integrating the upstream and downstream in the 

industry by creating large vertically integrated companies known as “national champions” 

to control the strategic direction of the industry as a whole in order to achieve the larger 

objectives of the state. (Balzer, 2005). 

Finally, as previously operationalized we would expect to see evidence that Putin and in 

turn the Russian government supported the ideals of economic nationalism as a means to 

legitimize the centralization of power, authoritarian politics and ultimately the survival of 

the regime (Cannady & Kubicek, 2014). As outlined in the literature review from a 

theoretical level one of the reasons why nationalism can emerge in a nation state is often 

related to the fact that policy makers use the goals of vitalizing and protecting national 

identity as means to appeal to the common population in order to solidify their grasp on 

power, while at the same time using this approach to make power gains in an 

international context. (Abdelal, 2005). 

As such the argument as outlined above for this part of the casual mechanism is that the 

economic policies as imposed by the Russian government have not entirely been based 

upon economic reasoning of rationality but have some form of socio-cultural background. 

As such in the case of Russia it appears to be that the driving force behind the imposition 

of these policies is that of a means to ensure the survival of the current regime through 

the manipulation of national identity. Putin in his addresses to the Federal Assembly has 

repeatedly called for common national values. These shared values are those “which join 

us and allow us to call ourselves a single people” according to Putin (2000). In 2000 he 

also reasoned in front of the Federal Assembly “the unity of Russia is strengthened by the 

patriotism inherent in our people, by cultural traditions and common historic memory” 

(President of Russia, 2000). As such the support for nationalistic policies not only 

developed organically within the population but also through the rhetoric of Vladimir 
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Putin and the government. In particular, after the “national humiliation” of the period of 

neoliberal reforms during the Yeltsin years, the Russian population now shared a 

nostalgia for the ways of the past, that of a dominant and strong state to build the power 

of Russia and ensure stability and prosperity. Putin appraised this desire of the people of 

Russia through the use of rhetoric, which centered on building a shared national identity. 

Putin in his 2005 address to the Federal Assembly stated that “the collapse of the Soviet 

Union was the greatest geopolitical catastrophe of the 20th century” (President of Russia, 

2005). Furthermore, Putin described the Russian people as a “historical category, as an 

analog of the Soviet people, and as the contemporary ‘people of Russia’” (President of 

Russia, 2005) As such Putin went about promoting patriotism, by appealing to “Russians’ 

traditional sense of themselves and their country as self-reliant and indomitable” 

(Starobin, 2004). This goal of building a unified national identity closely fitted with his 

goal of asserting primacy and control over the economy.  In particular he reasoned that 

the “state functions…seized by private corporations and clans” needed to be brought back 

under the control of the state as a patriotic act to rescue these assets from exploitation of 

individuals who are not in line with the goals of the state (President of Russia, 2000). 

These measures appealed to the Russian public as a step towards aligning national 

identity within the state. In turn, this fitted with Putin’s underlying goal here, which was 

to limit and prevent the oligarchs of the time, when he came to power, from being able to 

support power structures independent of the government (Gaddy & Ickes, 2005). As such, 

Putin would pursue policies aimed at gaining control over the economy as a whole and 

particularly industries of strategic interest, under the guise of pursuing the interests of the 

state, all as a means to solidify his grasp on power. As Chow (Appendix A) indicates, the 

leaders of Russia have used nationalistic rhetoric and policies to ultimately pursue their 

own interests. Since Putin has come to power he has set about building a national identity 

that would ultimately legitimize authoritarian policies, the centralization of power and 

that would unify the state and its people as a whole around his regime as means to ensure 

its survival. 

 

 



	   54	  

4.3.2 Part II of the Causal Mechanism 

As previously conceptualized in section 4.1 it is the beliefs of the decision makers, which 

collectively determine the policies that are pursued by the government. As such the 

beliefs of Russian decision makers in the need to make Russia competitive and strong in 

the international context and as such to make gains in this setting relative to other actors, 

along with their belief in the ideals of economic nationalism and opposition towards 

economic liberalism would in turn see the Russian government seeking to make relative 

rather than absolute gains in dealings with other actors in the international system. As 

such, at the case specific level for this part of the mechanism to present itself we would 

expect to see evidence that the Russian government seeks to deal with states within the 

European Union on a bilateral basis rather than entering collective agreements with the 

European Union as a whole.  

The evidence for this part of the mechanism relies upon a number of documents, events 

and agreements. Firstly, there is The Partnership and Cooperation Agreement signed in 

1994, which formed the basis of relations between the two sides. Another important 

source that will be utilized is that of the document published by the European Union 

Delegation of the Russian Federation (2000) entitled the “Medium-Term Strategy for 

the Development of Relations between the Russian Federation and the EU (2000-2010)”.  

Another important document is that of the “Energy Strategy of Russia – For the Period up 

to 2030” published by the Ministry of Energy of the Russian Federation (2009). In terms 

of events there is the case of Russia refusing to ratify the Energy Charter Treaty and 

ultimately rejecting the treaty and in conjunction with this, the release of two documents: 

the “Conceptual Approach to the New Legal Foundation for International Cooperation in 

Energy (Goals and Principles)” (Ministry of Energy of the Russian Federation, 2009) and 

the “Draft Convention on Ensuring International Energy Security” (Ministry of Energy of 

the Russian Federation, 2009). 

The current agreement between the European Union and Russia with regards to energy 

matters is outlined in the Partnership and Cooperation Agreement of 1997. This 

agreement will be examined in further detail for the third part of the causal mechanism, 



	   55	  

however, for the moment it is important to understand that the agreement between the 

two sides on energy matters is highlighted in Article 65 of the agreement. This article 

stipulates that the cooperation between the two sides shall take place upon the principles 

of the market economy (European Union, 1997). Essentially meaning that both sides 

according to this agreement should subscribe to an economic liberalist approach with 

regards to the management and regulation of the energy industry. It is important to 

remember that this agreement was negotiated in 1994 under Boris Yeltsin and the 

neoliberal approach adopted during this period. As will be outlined in the following 

paragraphs, policy documents published by the government of Russia from the period 

following the rise of Vladimir Putin in 2000, illustrate the Russian government’s 

propensity to avoid agreements such as the above with the European Union but to rather 

deal with nations of the European Union on a bilateral basis. 

The “Medium-Term Strategy for the Development of Relations between the Russian 

Federation and the EU (2000-2010)” published in 1999 by the Russian government 

provides an outline of the strategy that Russia adopted over the first decade of the 21st 

century towards its foreign policy dealings with the European Union (President of Russia, 

2009). This document for the most part stands as a contradiction to the 1994 Partnership 

and Cooperation Agreement and specifically Article 65, which stipulates that the 

cooperation between the two sides on energy related matters should be based upon the 

principles of a free market economy. These principles represent normative values of the 

European Union. Fundamentally, this document highlights Russia’s refusal to allow the 

European Union to influence its economic policies or internal affairs (Lynch, 2004). As 

such the strategy outlined in this document highlights Russia’s right to uphold its right to 

implement policies that protect Russia’s national interests and in particular safeguards 

sectors of its economy, even if these measures in turn contradict what was outlined in the 

Partnership and Cooperation Agreement.  

“As a world power situated on two continents, Russia should retain its freedom to 

determine and implement its domestic and foreign policies, its statues and 

advantages…independent of its position and activities at international organizations” 

(European Union Delegation of the Russian Federation, 2000). 
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This strategy highlights Russia’s refusal to succumb to what was outlined in the PCA in 

1994 in accepting the liberal market policies that the EU would like for them to adopt. It 

highlights the Russian governments will to uphold the beliefs of Russian decision makers 

that the energy sector is too important for the economic development and plays too 

important of a role in achieving relative power gains in the international system (Lynch, 

2004). As such there is evidence from as early as 1999 that the energy relationship 

between the two sides was being challenged by Russia. 

Russia’s refusal to uphold the Partnership and Cooperation Agreement in its dealings 

with the European Union in the area of energy is further illustrated in the “Energy 

Strategy of Russia – For the Period up to 2030” (Ministry of Energy of the Russian 

Federation, 2009). This policy document was published in November 2009 by the 

Ministry of Energy of the Russian Federation and approved by the President Vladimir 

Putin. The document provides the most up to date roadmap for the development of the 

energy industry in Russia. While this roadmap makes it clear that foreign investment 

plays an important role in the development of the industry, it upholds the beliefs of the 

political elite in the need for strict regulatory control of the industry so that the 

government can continue to control the industry as whole by steering the strategic 

trajectory of Russian energy companies in order to achieve the goals of the state. 

Specifically, this point is highlighted by the recognition in this document for the need of a 

greater level of influence of the state on the formation and implementation of the 

programs for geological exploration. The strategy also highlights the need to develop and 

enhance the positions of these leading Russian energy companies abroad. According to 

the strategy this will be achieved by providing “information, political and economic 

support” to the leading energy companies in Russia (Ministry of Energy of the Russian 

Federation, 2009). With this, the strategy calls for favorable conditions to be extended to 

Russian companies for the export of Russian energy. In terms of intergovernmental 

cooperation agreements the strategy highlights the need for these to be made with “due 

account for the promotion of Russian energy companies’ interests” (Ministry of Energy 

of the Russian Federation, 2009). In terms of who these agreements will be made with, 

the document almost entirely names individual nation states in neighboring areas and any 
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mention of the European Union refers to the countries of the Union rather than agreement 

with the Union itself. In fact the European Union is mentioned twice in the entire 

document of 174 pages and the time it is mentioned it refers to the ‘states of the European 

Union’. This highlights the propensity of the Russian government to form agreements 

with individual nation states of the European Union rather than a collective agreement 

with the European Union itself.  

Finally, an actual example of this part of the casual mechanism in practice, whereby 

Russia pursues a policy of dealing with individual nation states within the European 

Union and as such seeks to divide the European Union in its energy dealings, can be seen 

by the actions as carried out by the state controlled company Gazprom and the decision to 

build the Nord Stream 1 pipeline in 2011 (Appendix A). Gazprom is the majority 

shareholder of the Nord Stream AG consortium, which is the owner and operator of the 

Nord Stream 1 pipeline. The pipeline is the longest sub-sea pipeline in the world and has 

an annual capacity of 55 billion cubic meters of gas. The pipeline extends from Vyborg in 

Russia to Greifswald in Germany and as such has allowed for gas exports from the 

Russian Federation to bypass traditional transit routes through the Ukraine, Belarus, 

Poland, Slovakia and the Czech Republic. According to Chow (Appendix B), the 

building of Nord Stream 1 is a classic example of the government through the use of 

Gazprom pursuing a policy to deal with states bilaterally within the European Union and 

divide the members within the bloc by extending favorable conditions to individual 

nation states.  

A number of themes can be summarized from the evidence presented for this first 

component of the second part of the causal mechanism. To begin we have seen that 

Russia’s altered energy policy, directly contradicts with Article 65 of the Partnership and 

Cooperation Agreement. In particular this altered energy policy is highlighted in the 

“Medium-Term Strategy for the Development of Relations between the Russian 

Federation and the EU (2000-2010)”, whereby it is outlined that Russia upholds the right 

to protect its national interests and in particular safeguard sectors of its economy, even if 

these measures in turn contradict with what was outlined in the Partnership and 

Cooperation Agreement. This previous point and Russia’s refusal to succumb to or abide 
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by the Partnership and Cooperation Agreement is further illustrated in the “Energy 

Strategy of Russia – For the Period up to 2030” published by the Ministry of Energy of 

the Russian Federation (2009). Within this document Russia’s goals of implementing a 

policy, which fundamentally contravenes from what is outlined in the Partnership and 

Cooperation Agreement is further illustrated. Furthermore, the propensity of the Russian 

government to form energy agreements with individual nation states of the European 

Union and avoid such agreements with the European Union itself is illustrated by the lack 

of mentioning the latter in any regard in this policy document. 

The next component of the second part of the casual mechanism, as previously 

operationalized, relates to actions as carried out by the state in relation to gaining 

strategic control over the oil and gas industry and protecting this industry from foreign 

competition. These policies are pursued as a result of what was outlined in the first part 

of the causal mechanism whereby Russian decision makers believe that the state should 

control industries that are key to the economic development of the state and that they 

should be protected from foreign competition. As a result, for this part of the mechanism 

to present itself in this particular case we would expect to see evidence of the Russian 

government expropriating oil and gas assets and pursuing other means to assert its 

authority over the oil and gas industry. Furthermore, we would also expect to see 

evidence that the state actively implements and pursues protectionist policies and 

measures to protect this particular industry from foreign competition, whether that be 

directly at the state level or indirectly through particular oil and gas corporations, which 

are ultimately controlled by the state. 

The evidence for this component of the second part of the casual mechanism relies upon 

a number of specific policy documents and specific events. The expropriation of Russian 

oil and gas assets and companies will be examined; in particular the cases of Yukos oil, 

Sibneft and Russneft. Furthermore, the structure and composition of the board of a 

number of Russia’s leading oil and gas companies, such as Gazprom, will be examined so 

as to illustrate the links between these individuals and those of the political elite including 

Vladimir Putin. In conjunction with this, the specific actions taken by these companies 

and the monopolistic behavior that they have exhibited will also be highlighted. 
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Furthermore, regulatory policies and specific amendments to these policies since 

Vladimir Putin came to power will also be examined. These include Russian Law on 

Foreign Investment in Strategic Industries and specifically the provision on subsoil law, 

along with subsidy and taxation policies for the oil and gas industry in general. 

To begin with, Gazprom, Russia’s largest oil and gas company serves as a case in point 

of initial efforts of the Russian government to bring the industry under the control of the 

state and as such to create ‘national champions’ in the industry. The company was 

formed in 1989 when the Soviet Ministry of Gas Industry was transformed into a 

corporation. The company was eventually privatized during the Yeltsin years, with it 

becoming a joint stock company in 1993 and the eventual sale of 62 percent of the 

company’s shares to the public (Goldman, 2008). However, when Vladimir Putin came to 

power in 2000 the government quickly began to show signs that it was beginning to 

implement some of the policies discussed in Putin’s thesis, such as the concept of 

creating what others in the literature have termed ‘national champions’ in order to 

achieve the larger goals of the state. As early as June 2000, Viktor Chernomyrdin then 

chairman of Gazprom’s board of directors was forced out and Dimitry Medvedev was 

voted in, in his place. In turn the board of directors led by Medvedev voted in Alexei 

Miller as the new CEO of Gazprom and thus replaced then CEO Rem Vyakhriev. 

Medvedev and Miller both have very close links to Vladimir Putin himself and had 

directly worked with Putin at the St. Petersburg Mayor’s office (Dawisha, 2015). 

Following this move to instill leadership and oversight in the company who would be 

loyal to Putin’s cause, the government turned towards brining the state to a majority level 

ownership of Gazprom. As result, Rosneft in 2005, which was owned and directly under 

the control of the government purchased 10.74% of Gazprom shares and in combination 

with a number of other minor purchases of shares by the government brought the state’s 

ownership level to 50.002%, thus gaining majority ownership of the company once again 

and complete strategic control with the imposition of individuals with close ties to the 

political elite on the board of directors and management of the company. (Goldman, 

2008). 

The second ‘national champion’ of the oil and gas industry that exists in Russia is that of 
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the company mentioned above, Rosneft. The company was established in 1993 and 1995 

was made an open joint stock company. While some attempts were made to privatize the 

company during the Yeltsin years, these were unsuccessful. The company was 

unprofitable in the late 1990s and continued to underperform in the early years of Putin’s 

tenure. However, when Putin came to power any attempts to fully privatize the company 

were truly quashed (Sim, 2008). In 2004 Putin partially privatized the company in order 

to achieve what was outlined previously of gaining 10% of Gazprom shares, a move that 

echoed the calls to create public-private corporations in the oil and industry in Putin’s 

academic papers to champion the industry (Danchenko & Gaddy, 2006). As a result after 

this move Rosneft became the second largest oil and gas producer in Russia and the 

leading oil producer in 2007 (Rosneft, 2016). Once again an individual who had very 

close ties to Putin was elected to the Chairman of the Board following its partial 

privatization in 2004, this individual was Igor Sechin who was then head of staff for 

Putin’s presidency. As of today the company is approximately 75 percent owned by the 

government and with Igor Sechin as Chairman of the Board, the company is fully under 

the control of the government. (Goldman, 2008). 

While there are a significant number of examples and cases of the government directly 

and indirectly expropriating oil and gas assets, the most significant is the case involving 

the Yukos Oil Company. Yukos Oil was established in 1993 during the period of rapid 

privatization. The company quickly became one of the most successful Russian Oil 

companies and by 1998 it was ranked among one of the top ten largest Russian 

corporations and in 2003 it was Russia’s largest oil exporter with a market capitalization 

of approximately $36 billion. However, in 2003 then CEO Mikhail Khodorkovsky was 

arrested on charges of massive tax evasion and fraud (Goldman, 2008). The following 

year in 2004 the Russian government served the company with a bill for $3.5 billion in 

unpaid taxes for the year 2000 alone and later that year served yet another bill amounting 

to approximately $30 billion of owed revenue to the Russian government. The Russian 

government as a result began to freeze the assets of the company and by December 2004 

the government auctioned off the company Yuganskneftgaz, which was served as the 

main production unit of Yukos. Yuganskneftgaz was auctioned off to the state controlled 

company Rosneft and by 2007 all other assets of the company were also acquired by 
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Rosneft, once the company had been declared bankrupt (Belton, 2007). In 2012 an 

arbitration case was trialed at the Permanent Court for Arbitration in The Hague for 

damages to shareholders of Yukos Oil Cmpany by the Russian Government under the 

Energy Charter Treaty. By 2014 the tribunal declared that the Russian government “took 

steps equivalent to expropriation” of Yukos Oil (Davies et al., 2014). The tribunal stated 

that “Yukos was the object of a series of politically motivated attacks by the Russian 

authorities that eventually led to destruction…the primary objective of the Russian 

Federation was not to collect taxes but rather bankrupt Yukos and appropriate its valuable 

assets” (Davies et al., 2014). The court ruled that the Russian government was liable for 

$50 billion worth of damages to the controlling shareholders of Yukos Oil. This ruling 

was overturned in April of 2016, when a court ruled that the arbitration did not have 

jurisdiction in the case under the Energy Charter Treaty because Russia had never ratified 

the treaty. However, the overturned ruling had no impact on the original findings that the 

Russian government had illegally expropriated Yukos’ assets (Buckley, 2016). 

It has been theorized by a number of scholars Goldman (2008), Mankoff (Appendix A), 

Chow (Appendix B) that the move to not only expropriate the assets of Yukos Oil but to 

also at the same time sentence the wealthiest man in Russia, then CEO and majority 

shareholder of Yukos Oil, Mikhail Khodorkovsky, to 10 years imprisonment was a 

political move by Putin to not only assert the authority of the state over the industry but 

to also intimidate other oligarchs into cooperating with him. As such any other oligrachs 

could have faced similar charges as Khodorkovsky but he was used him as an example to 

reduce their power and influence in the industry according to Chow (Appendix B). 

As such the acquisition of Sibneft by the state in 2005 serves as a case in point to the 

above. When the government threatened then majority owner Boris Berezovsky with jail 

he quickly took flight to London having seen what happened to Khodorkovsky in the 

Yukos case and sold his stake in the company to Roman Abramovich. Abramovich in 

turn relinquished his 72 per cent stake in the company to Gazprom for $13 billion in 2005 

(Goldman, 2008). Gazprom at this time was fully under the control of the state as 

highlighted previously. The company was renamed Gazpromneft and with the ownership 

of this company brought under the control of the state, the state increased its control of 
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Russia’s oil output to over 30 percent.  

Russneft is another oil and gas company that appears to have been successfully brought 

under control of the state. Mikhail Gutseriev, who formed Russneft in 2002 through 

building on assets that he acquired during the Yeltsin years, sold his company in 2007 to 

Oleg Depripaska who is closely linked to Vladimir Putin (Goldman, 2008). The 

government with tax evasion charges threatened Gutseriev, in a similar fashion to that in 

the cases of Sibneft and Yukos. In an open letter published on the website of Russneft in 

2007 he claimed that when he refused the offer of the Russian government to leave ‘on 

good terms’; they “tightened the screws on the company with unprecedented persecution” 

(Barry, 2008). As such, yet another company was brought under the control of the state 

by instilling an ally close to Vladimir Putin as the majority owner and CEO of major oil 

company. While the state does not have direct ownership of the company, it has appeared 

to have achieved what Putin outlined in his thesis, as direct ownership is not regarded as 

a direct prerequisite to achieving control over the industry. 

As previously operationalized for this component of the second part of the mechanism to 

present itself in this particular case we would expect to see evidence of the Russian 

government protecting the industry from foreign competition. As such Russia introduced 

a new law in 2008 on Foreign Investment in Strategic Industries. This law along with a 

set of amendments to other laws including the Law on Mineral Resources, the Law on the 

Continental Shelf, the Law on Foreign Investment and others, essentially places certain 

restrictions on foreign companies and domestic companies with any form of foreign 

investment, however, companies which the state has majority stake of ownership are 

exempt such as Gazprom and Rosneft (Syrbe et al., 2014). Of particular interest for this 

study is the provision on Subsoil Law. This law outlines certain criteria whereby the state 

can determine if a certain subsoil block is of “federal significance”. “Federal significance” 

is defined as an oil field that has more than 70 million tons or a gas field with reserves 

over 50 billion cubic meters and any resources on the continental shelf. Under this law 

the government retains the right to grant permissions to subsoil blocks that are of “federal 

significance”. If a foreign investor or Russian corporation with a foreign equity stake 

makes a discovery of a deposit that is deemed to be federal significance the government 
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upholds the right to refuse the right for this corporation to explore or produce these 

reserves on the grounds that this may be a threat to national security. (Adachi, 2009).  As 

such for permission to be granted to explore or produce on subsoil blocks of federal 

significance the company must be established according to Russian law. With the 

introduction of this law it was also announced by the Minister of Natural Resources that 

blocs on the continental shelf were to be divided between Gazprom and Rosneft. 

The implications of this new law and set of amendments was nothing significantly 

transformational in 2008 for foreign investors. Essentially, these laws codified 

regulations, which were already informally applied to foreign corporations (Kryukov & 

Moe, 2008). However, this law did have some significant implications for domestic 

Russian oil and gas corporations. In particular all competition was removed from the 

continental shelf and had the effect of centralizing the rights to explore here under the 

‘national champions’ of Gazprom and Rosneft, thus increasing the position that these 

companies assert in the Russian economy and further centralizing control of the industry 

under the government through these ‘national champions’ (Adachi, 2009). Overall the 

message is clear from the implementation of this law, the government is moving further 

towards tightening its grip on the oil and gas industry. Furthermore, it is also claimed that 

the government not only pursues protectionist measures directly by imposing legislation 

or utilizing subsidies or taxes but also indirectly through state controlled corporations 

such as Gazprom, which will be outlined in the third part of the casual mechanism. 

To summarize, the evidence presented here for the second component of the second part 

of the casual mechanism illustrates how the Russian government since the rise of 

Vladimir Putin in 2000 pursued a policy of regaining strategic control of the oil and gas 

industry and sought to protect this industry from foreign competition. This has been 

achieved through a number of measures. In particular the creation of ‘national champions’ 

such as that of Rosneft and Gazprom by not only ensuring majority ownership of these 

companies but by electing individuals close to Vladimir Putin’s cause in positions of 

power within these companies. Another measure has been that of “reigning in the 

oligarchs” as such, whereby the government aggressively went after the company Yukos 

Oil and its CEO Mikhail Khodorkovsky to “set an example” to other oligarchs that they 
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have no choice but to cooperate with the governments policies, this was illustrated in the 

subsequent cases of Sibneft and Russneft (Appendix B). We have also seen through the 

imposition of the Foreign Investment in Strategic Industries law in 2008 how the 

government has sought to protect the industry in Russia from foreign competition and 

solidify the state’s grasp on the industry as whole. 

 

4.3.3 Part III of the Causal Mechanism 

As previously operationalized for the third part of the causal mechanism, which involves 

the outcome of Russian energy policy engagement with the European Union, we would 

expect to see evidence of the Russian government refusing to comply with any existing 

agreements between the two sides and as such avoid forming any new agreements that 

are not set on their own terms or conditions. Furthermore, we would also expect to see 

evidence of Russia and the European Union fundamentally disagreeing with each other’s 

energy policies whether that is through official statements, penalties or legal cases. 

The first piece of evidence for the first component of the causal mechanism surrounds 

that of the Partnership and Cooperation Agreement.  As previously outlined, the basis of 

the current agreement between the European Union and Russia is set out in this 

Partnership and Cooperation Agreement (PCA), which was negotiated during the Boris 

Yeltsin years in 1994 and came into force in 1997. This agreement set the basis for 

economic cooperation between the two sides and was to be valid for 10 years before a 

new agreement would be negotiated. Negotiations for a new agreement began in 2008 in 

Khanty Mansiysk, Russia, however, these negotiations have stalled due to disagreement 

on a number of issues and to date no such agreement has been formed. (Hadfield, 2008). 

Nevertheless the agreement had a number of objectives including: to create a forum for 

political dialogue between the two sides; promote trade and investment and “harmonious 

economic relations between the two parties based on market economy principles”; 

strengthen political and economic freedoms; support Russian democracy and its transition 

to a market economy; provide a basis for economic, social, financial, and cultural 



	   65	  

cooperation; promote activities of joint interest; provide a framework for integration 

between Russia and a wider area cooperation within Europe; to create the conditions 

necessary for the establishment of a free trade area between Russia and the EU covering 

substantially  all goods between them, as well the free establishment of companies, cross-

border trade in services and capital movements. (European Union, 1997). 

Article 65 lays the basis of the agreement within the area of energy. According to Article 

65 cooperation between the two sides “shall take place within the principles of the market 

economy and the European Energy Charter, against a background of the progressive 

integration of the energy markets in Europe” (European Union, 1997). The article goes 

onto outline a number of areas whereupon cooperation shall occur. One of these areas of 

particular interest is highlighted in Article 65.2 – 3, which states that cooperation shall 

focus upon the “improvement in management and regulation of the energy sector in line 

with a market economy” (European Union, 1997). 

While this agreement would appear at first sight to go in the opposite direction of the 

causal mechanism, as outlined earlier, it is important to note that this agreement was 

formulated during the neoliberal period under Boris Yeltsin. As outlined in the agreement 

the PCA was supposed to offer a pathway towards the development of a wider accord 

between the two sides and that Russia would abide to a market liberalist approach. While 

this was the direction that Yeltsin was leaning towards up until the late 1990s, this 

approach was rapidly reversed in 2000 when Vladimir Putin emerged as the new leader 

of the country and any attempts to work towards negotiating a more substantial 

agreement between the two sides have ultimately failed to materialize. Among other 

issues, disagreement began to emerge between the two sides under the reign of Vladimir 

Putin on the European Union’s “Neighborhood Policy” and the movement of Russian 

troops into South Ossetia in 2008. However the first and foremost area of disagreement 

has been that upon energy related issues and the manner in which Russia has reintroduced 

protectionist measures and brought the countries oil and gas assets back under the control 

of the state. (Dettke, 2008). 

The fact that a new agreement stemming from the PCA has failed to materialize and that 
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negotiations on this front have completely stalled, due to disagreement on Russian energy 

policy offers evidence in support of this part of the casual mechanism.  

The evidence outlined from the Partnership and Cooperation Agreement, which 

illustrates Russia’s apparent refusal to deal with the European Union as an institution is 

further exemplified by the case of its withdrawal from the Energy Charter Treaty (ECT). 

The ECT was signed in December of 1994 with it coming into force in April of 1998 

(Energy Charter Secretariat, 2016). Russia was originally a member of the agreement 

having signed on in 1994 under the rule of Boris Yeltsin; however, in 2009 Vladimir 

Putin issued a decree that declared Russia’s rejection of the Treaty. (Westphal, 1991). 

The origins of the ECT can be traced back to the start of the 1991 with the establishment 

of the European Energy Charter, whereupon the European Union recognized the need to 

develop energy cooperation amongst states of Europe and Russia following the end of the 

Cold War, which would help to improve economic development and the energy security 

standing of all states involved. The Energy Charter Treaty’s provisions focus on the 

protection of foreign investments, as well as ensuring the non-discriminatory treatment of 

trade in energy materials, investments, and reliable cross-border energy transit. The ECT 

establishes a legal framework for ensuring the implementation of these provisions and 

provides a dispute resolution procedure for participating states and investors or states. 

(Axelrod, 1998).  

Russia signed the agreement in 1994 with the implied intention to ratify the agreement. 

However, this was not to be the case as they eventually withdrew from the agreement 

altogether (Roche & Petit, 2009). To put it simply this Treaty did not fit with Russian’s 

transformed energy policy following the rise of Vladimir Putin in 2000. According to 

Article 6 of the agreement contracting parties to the agreement “shall work to alleviate 

market distortions and barriers to competition in economic activity” and to eliminate 

“anti-competitive conduct in economic activity” in the energy sector. Article 7 states that 

each contracting party “shall take the necessary measures to facilitate the transit of 

energy materials and products consistent with the principle of freedom of transit and 

without distinction as to the origin, destination…or discrimination as to pricing on the 
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basis of such distinctions”. (Energy Charter Secretariat, 2016). Essentially these articles 

put forth the notion that participating states must abide to free market principles. While 

this may have fitted with the approach that Russia had adopted immediately following the 

collapse of the Soviet Union under the leadership of Boris Yeltsin, the ultimate rejection 

of this treaty by the government of Russia is a reflection in the transformation of the 

beliefs of decision makers and in turn the policies pursued by the Russian government.  

Before the ultimate rejection of the Energy Charter Treaty a proposal by the Russian 

government for a new agreement was put forth in a document entitled “Conceptual 

Approach to the New Legal Foundation for International Cooperation in Energy (Goals 

and Principles)”. This was presented by then President Dimitry Medvedev in April of 

2009 during a state visit to Helsinki. This policy document was eventually translated into 

legal terms outlined in the “Draft Convention on Ensuring International Energy Security”. 

These documents describe the goals of the agreement and ultimately reflect Russia’s 

energy policy stance on the areas of energy security, trade, investment and transit. 

(Westphal, 2011). 

Some of the important points that can be deduced from both the “Conceptual Approach to 

the New Legal Foundation for International Cooperation in Energy (Goals and 

Principles)” and the “Draft Convention on Ensuring International Energy Security”, 

which represent the current stance that the Russian government takes towards its energy 

security standing, are as follows. In regards to national sovereignty, it becomes clear that 

cases whereby the Russian government has engaged in what can be only be defined as 

expropriation, with the nationalization of Yukos Oil, Sibneft and Russneft are anything 

but exceptions to where they stand on the issue of national sovereignty and investment 

protection. In particular the “Draft Convention on Ensuring International Energy Security” 

outlines that the Russian government will take any steps necessary to preserve depleting 

resources and to uphold the interests of the state, thus illustrating their belief and 

willingness to intervene in the oil and gas industry (Westphal, 2011). In terms of dispute 

settlement the “Draft Convention on Ensuring International Energy Security” calls for 

disputes to be settled at the state-to-state level. These disputes should be settled through a 

state court where the investment is made or else under the Commission on International 
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Trade Law or the International Centre for Settlement of Investment Disputes. Dispute 

settlement is primarily foreseen to take place on a diplomatic level, which further 

demonstrates the role that the government designates that the state should play in 

controlling the energy sector. (Belyi et al., 2011). 

To summarize from the above, it is clear from the cases of the Partnership and 

cooperation Agreement and the Energy Charter Treaty that the Russian government 

refuses to abide by the principles of these treaties, which were negotiated under Boris 

Yeltsin’s neoliberal approach. In particular we have seen that when it came to the 

Partnership and Cooperation Agreement the government refused to abide by a market 

economy approach and in fact adopted pretty much the exact opposite approach 

following Putin’s rise to power. Furthermore, we have seen that negotiations to form a 

new agreement stemming from the PCA have categorically failed. In support of this we 

have also seen the Russian government’s refusal to ratify the Energy Charter Treaty and 

ultimately the withdrawal from this agreement in 2009.   Furthermore, in light of its 

rejection of this treaty the Russian government has further illustrated its refusal to 

succumb to agreements formed upon the market principles of the European Union 

through publishing of the “Conceptual Approach to the New Legal Foundation for 

International Cooperation in Energy (Goals and Principles)” (Ministry of Energy of the 

Russian Federation, 2009) and the “Draft Convention on Ensuring International Energy 

Security” (Ministry of Energy of the Russian Federation, 2009). 

As previously operationalized, in addition to the evidence that we would expect to see of 

the Russian government’s refusal to abide by the Partnership and Cooperation agreement 

or to ratify the Energy Charter Treaty, we would also expect to see evidence that upholds 

that disagreement occurs between the two sides with regards to their respective energy 

policies, whether that is through official statements, penalties or legal cases. 

The evidence for this component of the third part of the causal mechanism relies upon 

official statements from the Russian government and political elite on policies adopted by 

the European Union, in particular the stance that they have taken with regards to that of 

the European Union’s Third Energy Package. Additionally another important piece of 
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evidence for this part of the mechanism is that related to the European Union’s antitrust 

case against the state controlled giant Gazprom, which further illustrates the conflict that 

has arisen between the two sides with regards to their energy policies. 

A case in point of the conflict that has arisen between the European Union and the 

Russian Federation with regard to each other’s energy policies is illustrated by the 

disagreement that has arisen surrounding the Third Energy Package. This disagreement is 

highlighted by the comments made by the Minister for Energy Sergei Lavrov (2013), in 

the Journal of Common Market Studies stating that “The Third Energy Package has 

created problems for practical cooperation” and that it fundamentally hinders closer ties 

between the two trading blocs.  

The Third Energy Package came into force in May of 2011; it consists of a number of 

directives established by the European Union to be applied to the internal energy market 

of the Union aimed at facilitating the creation of a competitive internal energy market. 

Specifically the Third Energy Package consists of two directives and three regulations. 

The most contentious area is that related to directive 2009/73/EC and regulation 

713/2009, which establishes the parameters of unbundling energy companies operating in 

Europe and the means to regulate and monitor the development of a single electricity and 

gas market. This directive and regulation directly applies “to both community and non-

community undertakings”, as such any corporation operating within the European Union 

energy market is affected (European Union, 2009). As a result this has directly affected 

the operations of the ‘national champion’ Gazprom. The reasoning behind introducing 

these measures in European Union is to ultimately facilitate competition and prevent the 

formation of oligopolies in the market. This has as a result been a major source of 

contention between the European Union and the Russian Federation. As we have seen 

previously, the Russian government has sought to vertically integrate a number of state 

controlled oil and gas corporations and in particular Gazprom has over the years acquired 

downstream assets in the European Union.  Furthermore, directive 2009/73/EC is to 

apply retroactively in the market and for Gazprom this has meant that they are in the 

position that they will have to lose control and majority ownership of certain gas 

pipelines within the European Union (European Union, 2009). 
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Putin’s and the Russian government’s contempt for the Third Energy Package is clear, 

Putin has publically commented that “it is an absolutely uncivilized decision” to 

implement this legislation and that it is ultimately designed to push Russian energy 

companies out of the European market (Makhovsky & Soldatkin, 2012). As a result 

Putin has in fact publically encouraged all European gas suppliers to oppose the pressure 

to comply with the Third Energy Package. As such it is clear from this case of the Third 

Energy Package that due to the fundamental difference between the European union and 

the Russian Federation in relation to energy policy and the ideology that underpins this, 

the two sides attempt to oppose each other. 

In addition to the above, as has been previously highlighted, we have seen that state 

controlled corporations such as Gazprom have pursued protectionist measures in the 

European market. In particular we have seen the case of Nord Stream 1 and in addition it 

is has been proven that Gazprom has engaged in price fixing and measures aimed at 

illegally protecting their market share in the European Union. This has been highlighted 

in the antitrust case against Gazprom brought forward by the European Union in 2015 

(Appendix B). This case in highlighting how the company, under the control of the state, 

utilized a number of protectionist and monopolistic measures in its dealings with the 

European Union and its member states to protect its market share, further illustrated the 

conflict that exists between the two sides and the respective underpinnings of their energy 

policies.  

In the antitrust case the evidence brought forward by the European Union makes the case 

very clear that Gazprom engaged in activities that fundamentally and legally contravened 

with the policy of the European Union. The fact that Gazprom has since offered to settle 

the case, acts as evidence that conveys its implicit involvement in these activities. The 

initial phase of the probe against Gazprom first began in 2011 when the Gazprom offices 

in a number of European Union states were raided and the official investigation was 

launched in 2012, with the antitrust charges served to Gazprom by the European Union in 

April of 2015 (Riley, 2012). In response to the launch of the investigation Putin himself 

signed a decree requiring ‘strategic’ corporations of Russia that operate abroad to obtain 

permission from the government before disclosing any information to the regulators of 
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foreign states and as such requires the government to refuse permission to these 

corporations to disclose any such information that is “capable of damaging the economic 

interests of the Russian Federation” (Akin, 2012). 

The first of the activities in this antitrust case that Gazprom has allegedly partaken in is 

that of writing clauses into bilateral supply contracts with up to eight European Union 

states that prevent these states from reselling gas to neighboring countries. These 

countries include Bulgaria, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, 

Poland and Slovakia. The evidence here is clear; by forming these bilateral treaties with 

these clauses, Gazprom has prevented the resale of the gas that they deliver to these states, 

a measure which does not comply with European union legislation (Riley, 2012). The 

second measure that Gazprom has utilized is that of selling gas at a price linked to oil, 

which has been claimed that this imposes unfair costs on customers in a number of states 

of the European Union. Finally, it is also been claimed in the case that Gazprom has 

made prices and supplies of gas contingent on permitting it to build and operate certain 

pipelines, thus preventing diversification of supply within the European Union. (Riley, 

2012). 

The evidence presented here not only supports the third part of the casual mechanism but 

the second part in that such measures as imposed by the state controlled company further 

illustrate the policy as adopted by the Russian government to deal with states on a 

bilateral basis and seek to avoid any agreements that afford the European Union the 

ability to gain relatively more than Russia. However, for this final part of the casual 

mechanism it is clear that Russia’s energy policy fundamentally opposes that of the 

European Union’s. The evidence here has come in the form of public objection to the 

European’s energy policy and particular the Third Energy Package through statements 

from the Russian government and Vladimir Putin. At the same time we have also seen 

this objection come in the form of the monopolistic and protectionist actions as pursued 

by the state controlled corporation, Gazprom. Essentially, it is the fact that Russia pursues 

an economic nationalist approach in energy dealings that has meant that it has come to 

blows with the European Union who pursues a fundamentally different approach based 

upon economic liberalism. 
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 4.4 Weighing up the Evidence 

As we have previously seen through the operationalization of the casual mechanism, the 

first piece of evidence that would need to present itself to confirm the casual mechanism 

at hand is that related to whether Vladimir Putin supports the ideals of economic 

nationalism and in particular supports the notion that the state should assert primacy and 

control over the oil and gas industry. Furthermore, we would expect to see that this 

support for these policies is used as a means to ensure regime survival by legitimizing the 

centralization of power and authoritarian politics. 

For the first part it has become quite clear that Putin supports the ideals of economic 

nationalism and in fact has done so in an open manner. It has been established from 

examining his addresses to the Federal Assembly that he supports an approach that fits 

with the ideological basis economic nationalism and that he supports the notion that this 

is the model that Russia must adopt to make the state ‘strong’ again. Furthermore, 

through closely examining a number of academic papers written by Putin it becomes 

clear that he supports the notion of specifically targeting the oil and gas industry as 

somewhere that state must assert the primacy and control of the state. Furthermore, for 

this part of the mechanism to present itself it has been operationalized that we would 

expect to see evidence that Putin has pursued a policy based upon the ideology of 

economic nationalism in order to legitimize the centralization of power and so as to 

ensure regime survival. The evidence here for this part is less clear cut than that of the 

first part outlined above, which presents his support for gaining strategic control over the 

oil and gas industry and pursuing an energy policy based upon the ideals of economic 

nationalism in an open manner. No evidence has been uncovered or presented that has 

shown Putin directly or openly supporting this notion. However, through Putin’s 

addresses to the Federal Assembly it has become clear that he has actively sought to 

promote patriotism amongst the Russian people and to capitalize upon the nationalist 

sentiment that existed when he came to power. In turn it is clear from the evidence 

presented that this has majorly benefited his position in power and has allowed him to 

gain support for centralizing power within the state and in asserting authority over the oil 

and gas industry. The evidence, which supports the notion that Putin actively pursued 
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these measures as a means to ultimately solidify his grasp on power comes in the form of 

the information obtained through the expert interviews. In particular all experts 

interviewed supported the notion that Putin has pursued these policies ultimately as 

means to solidify his grasp on power and to ensure regime survival.  

Turning to the second part of the causal mechanism the evidence presented in the first 

part whereby Vladimir Putin supports the ideals of economic nationalism and the notion 

that the state should seek to make gains in the international system relative to other actors, 

has led to the operationalization of the next part of the mechanism whereby it would be 

expected that evidence would present, which would highlight the government’s 

propensity to form bilateral agreements with individual nation states and avoid larger 

agreements with the likes of the European union. The evidence presented for this part of 

the mechanism has come from a number of documents published by the Russian 

government related to their energy strategy and foreign policy stance towards dealing 

with the European Union. It has become clear from these documents that the government 

actively seeks to avoid forming energy agreements with the European Union by seeking 

to deal with nation states of the Union on a bilateral basis. Not only has evidence been 

presented in the form of dialogue, which conforms to this part of the casual mechanism, 

but also in the form of the case of Nord Stream 1. The state controlled corporation 

Gazprom has successfully built a pipeline, which according to Edward Chow (Appendix 

B) has ultimately been used as means to extend favorable conditions to certain states 

within the European Union, which has illustrated how the government has actively 

sought to undermine the European Union and to continue to deal with the states of the 

European Union on a bilateral basis, thus supporting this first component of the second 

part of the causal mechanism. 

Returning once again to the first part of the causal mechanism, it is the beliefs of 

Vladimir Putin in the need to assert primacy and control over the oil and gas industry and 

to protect this industry from foreign competition, which has led to the operationalization 

of the second component of the second part of the causal mechanism. In operationalizing 

this part of the causal mechanism it has been outlined that we would expect to see 

evidence which would illustrate that the government has actively sought to acquire assets 
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in the oil and gas industry and pursued other means and measures to gain strategic control 

over this industry and to protect this industry from foreign competition. The evidence 

presented has largely confirmed this part of the mechanism. Firstly, we have seen a 

number of successful efforts by the government to create ‘national champions’ within the 

oil and gas industry, namely Gazprom and Rosneft. The government has successfully 

gained and retained majority ownership of these companies and has furthermore installed 

leadership in these companies from the political elite. Furthermore, we have seen other 

specific cases involving the likes of Yukos, Sibneft and Rossneft whereby the 

government has either expropriated these companies or once again installed leaders that 

are sympathetic to Putin’s cause. Furthermore, we have seen that through the imposition 

of the  ‘Strategic Industries Law’ that the government has actively sought to protect this 

industry from foreign competition and has further solidified its grasp on the industry as a 

whole. As such the evidence presented here has confirmed this second component of the 

second part of the causal mechanism, namely the government has successfully gone 

about in carrying out the objectives of Vladimir Putin as highlighted in the first part of 

the causal mechanism related to regaining strategic control over the oil and gas industry.  

Finally, for the third part of the causal mechanism it was operationalized that to establish 

whether this part of the mechanism was present in this case, evidence would need to 

uncovered which would show that the Russian government has refused to comply with 

existing energy agreements with the European Union and furthermore has avoided 

forming any new agreements with the European Union that are not based upon their 

terms and conditions. Finally, we would also expect to see evidence that would illustrate 

that the energy policy as pursued by the Russian government directly conflicts with that 

of the European Union’s. 

Returning to the second part of the causal mechanism, it is the component whereby the 

Russian government avoids energy agreements with the European Union and rather seeks 

to deal with individual nation states of the European Union on a bilateral basis that has in 

turn led to the operationalization of the first component of the third part of the causal 

mechanism, whereby we would expect to see evidence that the government has avoided 

complying with existing energy agreements. The evidence presented here has relied upon 
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the two energy agreements that have existed between the European Union and the 

Russian Federation in the time frame that this study has considered. To begin with, the 

evidence presented here has shown that the Russian government has actively imposed 

and pursued policies that do not conform to Article 65 of the PCA. This has in turn 

rendered negotiations between the two sides to form a new agreement unsuccessful. With 

regards to the Energy Charter Treaty it has been established that the Russian government, 

since the rise of Vladimir Putin, has avoided ratification. Furthermore, the government in 

fact withdrew altogether from the agreement in 2009 and in conjunction with this act laid 

down terms and conditions to form a new agreement. As result the evidence presented 

here conforms with the first component of the third part of the casual mechanism 

whereby the Russian government has not complied with existing energy agreements and 

avoided forming any new agreements that are not based upon their terms and conditions.  

Turning to the second component of this final part of the causal mechanism. It has 

previously been outlined that in order to establish the existence of this component, 

evidence would need to be established, which would indicate that the energy policy as 

pursued by the Russian government fundamentally conflicts with the energy policy as 

adopted by the European Union. The evidence presented here has indicated that both 

Vladimir Putin and the Russian government have publically objected and opposed the 

energy policy as pursued by the European Union. Furthermore, we have seen the 

opposition in practice through a number of activities that the state controlled company 

Gazprom has been complicit in, that violated the energy policy and legislation of the 

European Union. The evidence presented here clearly illustrates that the energy policy of 

the Russian Federation, which is based upon economic nationalism conflicts with the 

economic liberalist approach of the European Union.  

While it has been established that evidence exists which supports the presence of each 

part of the causal mechanism in this specific case, it must also be counterfactually argued 

for each part of this mechanism that if it were not to present in this particular case then 

the outcome (y) would not have materialized.  

To begin with the first part of the causal mechanism, whereby Putin and the political elite 
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support the ideals of economic nationalism and to assert primacy and control over the oil 

and gas industry in particular. It is quite clear from the evidence presented that if this part 

of the causal mechanism did not exist and that Putin did not support the ideals of 

economic nationalism, then we would not have in turn seen the second part of the 

mechanism materialize whereby the government has actively avoided complying with or 

forming energy agreements with the European union, in conjunction with pursuing means 

and measures to gain strategic control over the oil and gas industry. As we have seen 

from the existing literature and the information gathered through the expert interviews 

(Appendix B; Appendix A), the executive ultimately makes the decisions in Russia, so 

what the president supports will be reflected in the policies as pursued by the government. 

So, in turn if the policies outlined in the second part of the causal mechanism were not 

pursued by the Russian government and that in particular they did not actively avoid 

agreements with the European Union and did not seek to gain strategic control over the 

oil and gas industry we would not have seen the next part of the mechanism materialize. 

Specifically, if the Russian government did not avoid entering and complying with 

energy agreements with the European Union then in turn they would not have withdrawn 

from the Energy Charter Treaty and would’ve not violated the Partnership and 

Cooperation Agreement. Furthermore, if the government had not sought to gain strategic 

control over the oil and gas industry and actively impose measures to protect this industry 

from foreign competition then we would not have seen the government take stake with 

the European Union’s Third Energy Package or the emergence of the European Union’s 

antitrust case against Gazprom. Finally, if this third part of the causal mechanism had not 

materialized whereby Russia violated the Partnership and Cooperation Agreement and 

withdrew from the Energy Charter Treaty then in turn we would have not seen the 

outcome (y) materialize, whereby negotiations between the European Union and Russia 

over the past decade and a half have failed to produce any significant energy security deal 

and the two sides fundamentally oppose each other’s energy policies due to the conflict 

of the ideologies that underpin policy formation each region. 
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Chapter 5: Conclusion 

In the introduction to this thesis the following research question was established: why has 

there been an increasing level of disagreement on the issue of energy policy between the 

European Union and the Russian Federation since the year 2000? In answering this 

question this paper has sought to prove or disprove the following hypothesis: Russian 

energy policy derived through economic nationalism (x) has rendered the negotiations 

with the European Union to produce any significant energy agreement unsuccessful (y).  

 

5.1 Concluding the Case 

While some of the existing literature would have hinted towards to some degree of 

confidence that the above hypothesis is in fact correct, what this paper has sought to 

uncover is the causal mechanism at hand or in other words how exactly x has led to 

outcome y. This causal mechanism was made up of three parts, with the outcome of each 

of the parts leading to the subsequent part. To summarize, the causal mechanism 

established that Vladimir Putin and the political elite shared a belief in imposing a policy 

based upon the ideals of economic nationalism and to specifically target the oil and gas 

industry as somewhere to assert the primacy and control of the state over, all as a means 

to justify the centralization of power and to ensure regime survival. In turn, this first part 

of the causal mechanism led to the second part of the causal mechanism related to the 

specific measures pursued by the government to carry out these beliefs of the political 

elite. Specifically it was the belief of the political elite of seeking to make relative gains 

in dealings with other nation states or institutions that would see the government seeking 

to engage with states of the European Union on a bilateral basis and avoid agreements 

with larger institutions such as the Union, who would possess a greater level of 

bargaining power. Furthermore, it is the beliefs as expressed by Vladimir Putin in is his 

academic papers around the need to take strategic control over the oil and gas industry 

specifically, that would in turn see the government pursuing means and measures to 

expropriate assets or corporations in this industry and to protect it from foreign 

competition. In turn this second part of the causal mechanism has led to the outcome of 
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the third part of the mechanism whereby Russian energy policy engagement with the 

European Union has resulted in non-compliance with existing energy agreements and 

disagreement in other regards. Specifically, it is the fact that the Russian government has 

sought to deal with nations of the European Union on bilateral basis and thus avoided 

agreements with the European Union itself that has seen the Russian government violate 

the Partnership and Cooperation Agreement and withdraw from the Energy Charter 

Treaty. Furthermore, it is the fact that the Russian government has pursued means and 

measures to regain strategic control over the oil and gas industry and now protects this 

industry from foreign competition that has as a result conflicted with the European 

Union’s economic liberalist approach and has led to disagreement in other regards. These 

factors together have ultimately meant that negotiations between the European Union and 

the Russian Federation have failed to materialize in any significant energy security deal 

and that existing agreements have been violated on the part of Russia.  

As previously outlined at the start of this paper, this study is limited in its scope in a 

number of regards. This paper has sought to uncover and explain the single most 

important underlying cause that has led to the outcome of disagreement between the 

European Union and the Russian Federation on energy policy matters. There exists a 

multitude of causal factors and circumstantial events that have contributed to increased 

levels of disagreement between the two sides. However, the argument that this study has 

put forth is that the increasing level of disagreement between the European union itself as 

an institution and Russia on energy policy matters was initiated and has for the most part 

been driven by the shift in political economic ideology that underpins energy policy in 

Russia. However, as we have seen more recently, the European Union has been making 

strides in terms of forming an energy union and to create an internal energy market, as 

well as implementing other economic liberalist policies aimed at improving internal 

competition and to better improve the bargaining power of the Union in external markets. 

This relatively recent development may further strain relations between the two sides. As 

such as the European Union have formed more concerted efforts to follow this approach 

it may now be one of the driving factors in terms of increasing the level of disagreement 

between the two sides. 
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As such the above may serve as potential area for further research, which examines 

developments in energy policy on the side of the European Union and how this has 

contributed to the levels of disagreement between the two sides, especially following the 

gas supply disruptions that occurred in 2009. Furthermore, other potential areas of further 

research stemming from this study, may be pursued through deploying the model 

developed at the conceptual level and applying this to other cases to examine whether the 

results are generalizable across cases.  

 

5.2 Discussion 

This study has sought to explain why and in particular how the European Union and the 

Russian Federation over the course of the past fifteen years have failed to form a 

significant energy agreement. Given the fact that the two sides are highly interdependent 

upon each other, one for economic rents and the other for the supply of energy 

commodities, the fact that a significant agreement has yet to be formed would appear to 

be an unexpected outcome. However, as we have seen through the evidence presented, an 

economic nationalist energy policy on the part of Russia has meant that negotiations have 

ultimately failed. One of the key questions arising from this study is related to whether 

this level of disagreement between the two sides will continue for the foreseeable future. 

As it has been previously highlighted, the current policy adopted by Russia may damage 

their market share in Europe, as it may further encourage the European Union to further 

diversify the supplies of natural gas into the European Union. As Tim Boersma 

(Appendix C) has indicated the current approach that the European Union has adopted in 

pursuing a market liberalist approach has in fact been acknowledged as an energy 

security tool to counteract the power of dominant actors in the market (Appendix C). 

Furthermore, sentiments have arisen in Eastern Europe in particular, that support the 

notion that other means should be adopted to counterbalance the power of Russia and 

Gazprom in the market. If Gazprom and the Russian Federation continue to pursue these 

means of non-compliance and violation of legislation of the European Union then we 

very well may see the European Union continue move towards making concerted efforts 



	   80	  

to diversify away from Russian gas.  Furthermore, given the current price environment, 

with oil and gas prices dropping to some of the lowest levels since Vladimir Putin rose to 

power, Russia is beginning to face a number of fiscal constraints. As such, if European 

Union unity holds tight and we continue to see movements on the part of the European 

Union to join forces internally to face the external market then Russia is pursuing a 

policy, which will ultimately damage its market share in Europe over the longer term. As 

such it would appear that if the Russian government were to act in a purely economically 

rational manner then their approach to dealing with the European Union should come in 

the form of a more neoliberal policy to avoid further invigorating efforts on the side of 

the European Union to diversify imports of natural gas. However, as the causal 

mechanism has illustrated the policies pursued in the energy industry are not entirely 

pursued for means of maximizing economic gains but they have first and foremost served 

as a means for the current regime to solidify its grasp on power (Appendix C). 

Considering the fact that the next presidential election in Russia will be in 2018, it 

appears to be very unlikely from the evidence presented and in particular the evidence 

obtained through the expert interviews that we will see any major adjustments in energy 

policy and in how Russia approaches its relationship with the European Union in this 

regard. According to Tim Boersma (Appendix C) any changes that have already or will 

occur on the part of Gazprom or Russian policy in this area will happen very slowly. In 

fact according to Edward Chow (Appendix B), it is likely to be the case that the only way 

that we will see any major shift in the current approach is if there is a complete regime 

change.  
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Appendices 

 

Appendix A 

Interview with Dr. Jeffery Mankoff, Deputy Director and Senior Fellow, Russia and 

Eurasia Program, The Center for Strategic and International Studies – 08/16/2016 

 

Summary of questions and responses. 

 

1. Some of what I have picked up from my studies so far and from my 

interview with Edward Chow, is that nationalism and specifically 

economic nationalism has emerged in Russia for reasons related 

primarily to regime survival. Do you think policies are driven for reasons 

related to regime survival purely or do you believe shares some sort of 

belief in these policies in other regards? How do you see Putin’s thesis 

where he argues for resource nationalism etc. fitting into all of this? 

• The underlying rational for these nationalistic policies is that related to regime 

survival. It has allowed Putin to solidify his grasp on power. I think if you can 

counterfactually argue that if regime survival was not in peril then you may see 

the government pursuing more economically rational policies. However, that 

being said given the position that the country was in following the liberalization 

of the market I think resource nationalism at the time when Putin came to power 

was in his believe system regardless. I think his thesis does reflect his thinking. 

However, there are some caveats. We have seen through the analysis conducted 

by Clifford Gaddy that this thesis was plagiarized and it is very likely that Putin 

did not actually write it. Furthermore, policy has not always been consistent over 

the past 15 years. There have been some ebbs and flows. Regime survival is the 

ultimate the goal and the underlying rational behind these policies and these 

policies have served as a means to achieve this. 

 

2. Russia has decided to not abide by the Partnership and Cooperation 

Agreement and to withdraw from the Energy Charter Treaty altogether 
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and we have seen the likes of Gazprom violating European Union 

regulations. Some may claim that this in the long term will damage their 

market share in the European Union and has in fact already done so. Do 

you believe that the Russian government is locked into pursuing 

nationalistic policies because they need to be seen as acting in this way 

by the public to ensure regime survival? Going forward do you see any 

major shifts in Russian energy or foreign policy towards Europe? Or will 

this only change under a new regime. 

• It is important to keep in mind that the next set of elections is in 2018, just 

around the corner. I do not believe that there will be any major shifts in policy 

running up towards these elections. Thereafter if Putin remains power it is 

possible that there may be shifts but it will never be a dramatic upheaval. If 

European Union unity holds and Russia faces continued fiscal constraints we 

may see Russia and the likes of Gazprom begin to comply more with the 

European Union, however as I said these will be very slow changes in 

approach. If you consider the fact that the European Union now has the ability 

to access LNG, the internal energy market is beginning to come together and 

diversification efforts are beginning to show some success, they may be faced 

with no alternative but to become a more legitimate market player in the 

European Union over the long run. However, over the short term they do not 

have great alternatives. 

 

3. What’s your interpretation on why Russia has adopted this approach? 

Would you agree that Russia has sought to divide the European Union in 

its dealings and would see the likes of Nord Stream as an exemplification 

of this policy? 

• I would agree that the likes of Nord Stream 1 and 2 have been used a 

geopolitical tool. These pipelines are not an economically rational investment. 

These pipelines extend favorable conditions to certain countries and as such 

they are successful tools in dividing countries within the European Union. We 
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have seen the differences in opinions on these projects with the likes of Poland 

objecting to them and Germany supporting them.  
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Appendix B 

Interview with Edward Chow, Senior Fellow, Energy and National Security Program, 

The Center for Strategic and International Studies – 08/10/2016 

 

Summary of questions and responses 

 

Observation on the hypothesis of the thesis: 

I believe your theory fits with the case at hand. However, I tend to approach things from 

a different mindset when analyzing cases such as the one you have. I put more focus on 

circumstantial events. For example when Putin came to power the price of oil was $20 a 

barrel, initially he did not have much wiggle room and as a result we really did not see 

this change in policy that you have described until 2004 or so when oil prices 

dramatically increased. As such when the oil price reaches a $100 a barrel then 

expropriated assets in this industry becomes an attractive policy. However, I do believe 

that the policies as implemented by Putin in this industry had a nationalistic ideology as 

means to reign in the oligarchs and to hold onto power. As such these policies that he has 

implemented are as much about politics as they are about economics. 

 

1. Would you agree that we have seen policies and measures in Russia 

geared towards regaining strategic control of the industry?  

• Yes. There have definitely been moves to reassert the dominance of the state 

over the industry following the rise to power of Vladimir Putin. We have seen 

many cases in points of this. The likes of Medvedev and Miller being installed 

into the leadership of Gazprom. The expropriation of Yukos Oil is yet another 

important example and with this more importantly the incarceration of 

Mikhail Khodorkovsky. Many other examples such as that with Sibneft and 

Russneft. In the form of legislation too with the Investment in Strategic 

Industries Law. 
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2. Are you familiar with Putin’s thesis, do you believe we are seeing what 

Putin talked about in his thesis about gaining strategic control over the 

natural resource industry being played out in Russia today? 

• I believe that his thesis always fitted with his worldview. I believe the goal in 

deploying these policies is to maintain control and to not to surrender sovereignty 

and ultimately the underlying rationale of utilizing these policies is that related to 

regime survival. What was outlined in his thesis I believe fits with his approach of 

taking back control of the industry so as to eliminate power structures that exist 

outside of the government. In particular, to take back control of the industry from 

the oligarchs and in doing so eliminate any threats to his regime. 

 

3. Would you agree with the assessment that neither the judicial nor the 

legislative branches of government have any substantive authority 

without the executive in Russia? 

• Yes. This it is quite clear. Power is very centralized at the executive level. 

Ultimately, it is Putin along with a select group of individuals including the likes 

of Medvedev, Kudrin, Sechin etc. who are calling the shots. 

 

4. Do you believe that the Russian government has successfully regained 

strategic control over the oil and gas industry in Russia? 

• Yes. I believe Putin has pursued a policy aimed at reigning in the oligarchs to take 

back control of the industry. The evidence of this success is served by the fact that 

he is still in power. And furthermore by the fact that any of the oligarchs who 

previously opposed the government have either fled the country, have served time 

in jail or now comply with the regime. Mikhail Khodorkovsky of Yukos  Oil was 

used as an example and set the precedent for the rest to either comply or face the 

consequences.  

 

5. What do you see as the ultimate goal in all this? 
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• I believe Putin needed to create a new system of political support. Ultimately, the 

end goal in this is a means towards ensuring regime survival. Controlling the 

industry is key to perpetuating the current regime. 

 

6. Do you believe Russia seeks to form bilateral treaties with individual 

nation states rather than engage with the European Union? 

• Russia clearly seeks to follow a policy of divide and rule. Actively seeks to deal 

with states of the European Union on an individual basis. Nord stream is a classic 

example of this policy in action. They have used other private companies including 

the likes of BASF and Shell to come in on the investment to give it legitimacy. As 

such they actively seek to extend favorable conditions to the likes of Germany and 

France, with the governments of these countries then having second thoughts 

about sanctions on Russia or even the energy policy as pursued by the European 

Union. It is essentially manipulation and fits with this idea of a hybrid war of force 

where everything can be used as a weapon and utilizing western agents to come in 

on this investment of Nord Stream is a prime example.  Nord Stream is not a sound 

investment for Gazprom it is geopolitical move. This is exemplified by the case of 

Nord Stream 2. The ongoing antitrust case against Gazprom has not yet been 

resolved and already they have made moves to get the second Nord Stream project 

on the way, a commercial company would never do this. 

 

7. Do you see Russia’s rejection of the Energy Charter Treaty and the break 

down of negotiations to form a new Partnership and Cooperation 

Agreement as an exemplification of Russia’s refusal to subject itself to the 

EU’s liberal market policies? 

• I believe that the Partnership and Cooperation Agreement and the Energy Charter 

Treaty were originally accepted when Russia was essentially on its back. After the 

collapse of the Soviet Union, there was no other choice really but to comply with 

the market based approach of the West. Given the alternative circumstances that 

Russia found itself in when Putin came to power with higher prices of oil, there 
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was more room to pursue a different approach and as such not have to subject 

itself to liberal market policies of the West.  

 

8. Going forward how do you see Russia’s energy policy developing? 

• Nothing much will change going towards the future unless the regime changes. 
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Appendix C 

Interview with Dr. Tim Boersma, Fellow, Foreign Policy, Energy Security and Climate 

Initiative, The Brookings Institution – 08/30/2016 

 

Summary of questions and responses 

 

1. My hypothesis is that a shift in Russian energy policy from one that was 

based upon economic liberalism in the Boris Yeltsin years to that of one of 

economic nationalism in the Putin years has rendered negotiations around 

the energy charter treaty and the partnership and cooperation agreement 

unsuccessful. Do you believe that the EU’s more concerted efforts to 

follow a collective economic liberalist approach are now putting even 

more of a strain on relations between the sides? For example we have 

seen the emergence of the Energy Union and the Internal Energy Market 

in the European Union. Donald Tusk put the idea forth originally of the 

Energy Union and was very much influenced by the relationship with 

Russia. Do you believe that this relationship has been a driving factor in 

pushing the EU to make more concerted efforts to counteract the market 

power that Russia possesses? 

• With regards to the creation of the Internal Energy Market the relationship with 

Russia was initially not a driving factor in this development. We need to take a 

step back and look at the internal market. In the early 1990s, this was initially 

pursued. The central idea was to deregulate and liberalize the markets to give 

customers better prices and as such this train of thought was very prevalent at that 

time. Relations with Russia were good at this time and even before that. Natural 

gas started to flow to the EU as early as the 1960s. However, as you have said 

relations today have been strained. There are a lot of differences between the two 

sides institutionally, politically etc. We also see that companies such as Gazprom 

operating in the European market and stuck with the ways of the past and are very 

reluctant to change. They need time to adjust to recent realities. However, what 

we have seen in recent years is that EU policy makers have now acknowledged 
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that integrating the energy market is useful tool to battle against market power 

abuse by the likes of Gazprom. The thinking around the creation of the internal 

energy market has somewhat changed; policy makers now view it as a useful 

energy security tool. If member states work collectively they can be more resilient. 

Quite a lot of evidence that this agenda works and has become more prevalent. So, 

initially this relationship was not the driving factor, however, as it is now 

acknowledged as successful energy security tool support for implementing it has 

become greater and the relationship with Russia has influenced the European 

Union in pursuing an improved energy security stance. 

• With regards to the Energy Union, this has taken things a step further. It was the 

Ukrainian gas conflicts that spurred this thinking and as such the likes of Donald 

Tusk who promote purchasing gas collectively and distributing thus throughout 

the European Union at even price. As such this has taken things a step further, this 

is completely separate to the initial thinking with regards to the Internal Energy 

Market. This conflicts with this thinking of liberalizing the market. Some actors 

pay higher prices because they are further away or do not have as good transit or 

storage facilities and such in a liberal market there will be variations in price for a 

commodity such as natural gas. This relationship and the gas conflicts in the 

Ukraine have spurred this thinking with the European Union and particularly so 

amongst policy makers from Eastern European countries. 

 

2. Do you believe that the European Union and their efforts have been 

successful already in counteracting the dominance of Russian bargaining 

power in the market? 

• Yes, it has been successful. We have seen success stories from these policies with 

the likes of Lithuania who have become more resilient and less reliant on Russian 

gas. It is a continuous process of streamlining regulations. However, we have seen 

the effects with the likes of Gazprom and I believe they are showing signs of 

beginning to change their approach as they realize their dominance is being 

wrought away. However, there is a misconception amongst some policy makers 

who want to take this to another level and completely rid the European Union of 
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any dependence on the likes of Gazprom, however, in my opinion I believe that 

Gazprom is a competitive supplier and still operates in the market setting so they 

are there to be part of it.  

 

3. Do you see the likes of Nord stream 1 and 2 as efforts by the Russian 

government to divide the European market or do you believe these are 

commercial decisions? 

• I do support the notion that Gazprom is not a normal company. However at the 

same time some of their behavior is adjusting to realities of the market setting of 

the European Union. They tried to ignore it for many years, but there now signs of 

adjustments. There is definitely a geopolitical element to this pipeline 

developments and the company is still influenced by the government. The 

finances related to these pipeline developments are questionable. However, there 

are questions on either side. Yes, they are very expensive and it is questionable if 

a normal market actor would pursue these projects. However, it must be 

remembered that Russia wants to reduce the dependence on the Ukraine, as it is 

threat to the flows and financial stability from its exports to the rest of the 

European market. I believe the notion that is floating around that Russia wants to 

punish Ukraine is not true, I do believe to some extent that they are seeking to 

reduce their reliance on them for market related reasons and that these projects do 

have viability. However, these projects do have geopolitical elements of course. 

 

4. With regards to the EU’s antitrust case, do you believe that there is some 

element of a political move here or is the EU simply following the rule of 

law? 

• The case centers on the issue of the arbitrary pricing of gas. The case is not public. 

However, I do believe the EU is upholding the rule of law. The commission will 

have to have come up with reasons of why the pricing was arbitrary and this is not 

clear how they have or will do this. At the end day I believe it will be settled in 

the courts and we may never know the answer if they were entirely guilty. There 

is the argument out there that the fact that Gazprom have moved to settle the case 



	   102	  

is admission of their guilt. At the same time, I am sure that Gazprom will make 

the argument that they are not but have moved to settle the case so they can get 

along with business. Do not believe it is a political move though. 

 

5. Do you believe that Russian policy is ultimately damaging their credibility 

as a reliable business partner and that over the longer run it will damage 

their market share? And do you see Russia making any major changes 

towards the way in which it approaches its relationship with the European 

Union? 

• Gazprom definitely has one of the worst corporate images in Europe. I do believe 

there market share has already been damaged. Definitely if they continue with the 

ways of the past their position will deteriorate even more. And with this I do 

believe we are seeing movements to apply and abide by the rule of law when 

operating within the EU, albeit very slow movements. This is an internal battle, I 

believe there is conflict within Gazprom between the older executives and the 

younger ones educated in the likes of American business schools who wish to 

transition to a more market based approach in its strategy. As such I do believe 

change will and is occurring but is it happening fast enough, probably not. I do 

not see any dramatic or major shifts of policies happening immediately but over 

the longer run it will happen very gradually. 

	  

	  

	  

	  

	  

 

 

 


