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FOREWORD
FROM THE EDITORS

The year 2022 has proven difficult for those of us at the ENERPO Journal. Due to the continuing challenges of the pan-
demic and an increasingly unstable security situation across Eurasia, we have experienced a wave of unprecedented
constraints in our scientific work, educational exchange, and cultural ties. However, we are adapting to this reality with
the mindset that every crisis brings numerous opportunities to change our familiar ways of thinking for the better and to
bring existing projects to new levels.

As such, we continue to work on redesigning our journal. The assignment of an ISSN earlier this year has been one more
step towards having our journal indexed. We have also updated our website to include more detailed guidelines and ex-
panded our reviewer database as we strive to increase our involvement with both the Russian and international scientific
communities.

Outside of the journal, the ENERPO Research Center has remained busy. In April, the Moscow Stock Exchange and the
European University at Saint Petersburg held a joint webinar on the social aspects of corporate Environmental, Social, and
Governance (ESG) strategies. As the ESG agenda becomes more widespread, the Center aims to promote knowledge on the
best ESG practices in the corporate as well as governmental sectors so that Russia can keep up with global trends. The
Center also continues its work on a project dedicated to the current and future status of the coal industry in Russia. We at
the journal hope to showcase research related to these overall themes of the Center in future issues.

This current issue coincides with the start of the 2022 fall semester and features contributions from several alumni of the
European University at Saint Petersburg’s ‘Energy Politics and Energy Transition in Eurasia’ educational program -

a one-year program of additional professional education at the Master’s degree level. Given the increasing salience of
world energy politics, especially in the post-Soviet Eurasian space, we encourage anyone interested in gaining topical
knowledge in this field to apply for the upcoming program intake in 2023.

Finally, after three years with the ENERPO Journal, Dana will be retiring from her position as Editor-in-Chief to focus on
her academic work at the Australian National University (Canberra, Australia) and KIMEP (Almaty, Kazakhstan). Dana would
like to thank everyone who has supported the journal over the past few years, especially Maxim Titoy, Irina Mironova,
Gevorg Avetikyan, Nikita Lomagin, Joshua Kroeker and Anastasiya Oshchepkova.

Dana Rice and Anastasiya Oshchepkova
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BOOK REVIEW

OLGA SKOROKHODOVA, THE ERA OF GREAT UPHEAVAL:
THE ENERGY FAGTOR DURING THE LAST DECADES OF
THE COLD WAR CAST PUBLISHING, 2021)

Irina Mironova

Abstract:

The review discusses context and key messages of the Russian-language monograph titled The Era of Great Upheaval: Energy Factor during
the Last Decades of the Cold War by Olga Skorokhodova, a Russian energy historian specialising in the history of energy during the Cold War.

Keywords: archive-based research, Cold War, energy geopolitics, energy security, oil price shock of 1973-74

PeueH3usa. Ckopoxoaosa 0.A. «3noxa BeJIMKUX NOTPACEHMIA:

3HepreTMyeckuit pakTop B NocnepHue JecaTUneTms XoaoaHOoM BOoMHbI». — MockBa: M3patenbcteo ACT, 2021. - 352 c.

AHHOTauma: B peLieH3Mm paccMaTpMBAETCS KOHTEKCT M OCHOBHbIE BbIBOLbI MOHOTPadUM «N0Xa 8eUKUX NOMPSACEHUl : 3Hepeemudeckuli pakmop
8 nocnedHue decamunemus Xon00Hol 80liHbl». ABTOp MoHorpaduu — Onbra CKOPOX0A0Ba, POCCUIACKMI UCTOPHMK, CNELMANU3UPYIOLLMIACS Ha
Pa3BUTUM SHEPTeTUYECKUX PbIHKOB M POJIM SHEPTETUYECKOTO haKTopa B NEPUOA XONOAHON BOMHbI.

KntoueBble cnoBa: reononutuka 3HEpPreTMku, uccnenoBaTenbckas pabota B apxuBax, HedTaHoM wok 1973-74 rr., XonofHas BOWHA,

JHepreTnyeckad 6e30nacHOCTb

The monograph titled The Era of Great Upheaval: Ener-
gy Factor during the Last Decades of the Cold War by Olga
Skorokhodova was published at the beginning of 2021. The
questions raised in this book make it well worth reading
given the current energy market reshuffle. Skorokhodova’s
work studies the role of energy in international relations
and geopolitics with a particular focus on the last period
of the Cold War. It appears very useful in the study of the
role of energy in international relations. Oil has played a
massive role in international relations throughout the entire
20th century driving some key solutions during both WWI
and WWII and determining the outcomes of separate battles
and whole wars. Today, oil remains the core element of our
energy system providing about one-third of global energy
consumption. What will the energy factor be in the new era
of great reshuffling remains to be seen, and there are con-
testing views on that.

Here are some key messages from the book:

e The way WWII evolved demonstrated the military and
geoeconomic importance of secure deliveries of oil and
refined products to ensuring the defense of a country.

e The ‘energy question’ up until the 1970s had been
solved through negotiations between oil companies
and the governments of the oil producing states.

e The crisis of the 1970s led to the rise of National Oil
Companies (NOCs) and a change in the role of Interna-
tional Oil Companies (I0Cs) which had previously de-
termined the layout of global oil trade. Today NOCs and
I0Cs coexist in the energy market.

e High oil prices have impacted both supply and demand
of oil. On the supply side, more expensive resources be-
came economical which led to the expansion in oil pro-
duction geography. Whereas on the demand side, con-
sumers started to pay significant attention to the issues
of efficiency and economy of fuel use.

¢ Energy links that developed between the USSR and Eu-
rope throughout the 1970s remained active and devel-
oping throughout the 1980s even though there were
strong attempts by the US to limit Soviet-European oil
and gas trade by means of ‘sanctions diplomacy’ and re-
turn these relations to the classical bipolar structure.

¢ The energy factor has pushed the dynamic processes of po-
litical, economic, and social character which have broken
the logic of West/East confrontation and familiar patterns.

e The oil price shock of 1973-74 led to such a regrouping
of forces in the global arena that the classic Cold War
structure was eroded.

Why is the book relevant today? Because the energy factor
today remains essential to the global economy and develop-



ment. It is also at the core of the process of decarbonisation,
which in the past few years, has led not only to the chang-
ing landscape of energy, but also to changing geopolitics
of energy and the rebalancing of relations between states.
Additionally, after the Crimea crisis of 2014 and - even more
so - after February 2022, we have found ourselves in a new
version of the Cold War with some parallels in the attempts
to use sanctions to prevent the realisation of fossil fuel sup-
ply projects between Russia and Europe. It remains to be
seen how this confrontation will evolve.

What | found particularly interesting is the amount of work
that went into the research process and particularly the
work in various archives. | met with Olga to discuss her ar-
chive research experience and the interview is published in
this issue of the journal. Here is the list of archives visited
during the preparation of the monograph:

e Archive of the Foreign Policy of the Russian Federation
(AVP RF)%;

e The State Archive of the Russian Federation (GARF)?;

e Russian State Archive of the Economy (RGAE)?;

e Archive of the Russian Academy of Sciences*;

e Gorbachev Foundation Archive>;

e The US National Archives; Library of Congress;

e President Carter and President Reagan libraries;

e Roosevelt Study Center;

e Manuscripts & Archives in Yale University’s Sterling Me-
morial Library;

e Numerous databases and digital archival collection of
the US and UK ministries and authorities.

Who knows, maybe one day we will use the same archives in
order to study today’s sanctions diplomacy and the way de-
carbonisation changes the ongoing confrontation between
West and East.

1Apxms BHewHel nonuTuku Poccuiickoit Mepnepaumn.

2TocynapcTBeHHbI apxuB Poccuiickoit Pepnepaumu, https://statearchive.ru/.
* Poccuiickuii rocyAapcTBEHHbIN apXMB 3KOHOMUKM, http://rgae.ru/.

4 ApxuBbl Poccuitckoit akafeMum Hayk, https://www.arran.ru/?q=ru/aran.

> Apxue lopbaues-MoHaa, https://www.gorby.ru/archival/archive_library/.

Irina Mironova

Irina Mironova is an Associate Director of ENERPO. Since
2018, she has been working as an analyst at the Strategy
Department of one of the Russian energy companies with
a focus on Russian and global natural gas markets and the
dynamics of global liquefied natural gas (LNG) trade. Her
fields of scientific interest include energy security and energy
geopolitics, sustainable development and the role of energy,
energy mix and energy transition, and the role of natural gas
in energy transition. Irina holds a MA degree in International
Relations from the University of Groningen (Groningen, the
Netherlands) and a BA degree in Oriental Studies from the
Ural State University (Ekaterinburg, Russia).

Address for correspondence:
imironova@eu.spb.ru
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INTERVIEW

PRACTICAL ASPECTS WORKING IN ARCHIVES
INRUSSIA, EUROPE AND THE US

Olga Skorokhodova, interviewed by Irina Mironova

Abstract:

The purpose of this interview is to let Olga Skorokhodova, the author of the monograph The Era of Great Upheaval: Energy Factor during the
Last Decades of the Cold Wart, share her experience working in archives and provide practical advice to those who wish to use archives in
their own research. We discussed such questions as creating a preliminary list of archives; planning the archive visit schedule depending
on the status of a research project; organisation of archive work routine in Russia, Europe and the US; managing the notes. Most attention
in the interview is attributed to the Russian archive system organisation.

Keywords: archive-based research, digital resources, institution-based archival system, personality-based archival system, practical tips
for archive work

MpakTuyeckne acnekTbl pabotbl B apxuBax Poccun, EBponbi u CLLUA

AHHoTaums: Llenb AaHHOTO MHTEPBbIO — 1aTb BO3MOXHOCTb Onibre CKOpOXOL0BOW,aBTOPY KHUMM «DM0Xa BENUKUX MOTPSICEHMIA: SHEPTETUYECKMIA
(akTop B MocnefHne LECATUNETHUS XONOLHOM BOMHbI», MOAENUTLCS CBOMM OMbITOM paboTbl B apXmMBaxX M AaTb MPaKTUYECKMe COBETbI BCEM
TeM, KTO XoTen 6bl MPOBECTM paboTy B apxuBax B paMkax COBCTBEHHOrO MCCieAoBaHMs. Mbl 06CYaMNM Takue BOMPOCHI KaK CO3LaHWE
npensBapuTENbHOTO CMUCKa apXMBOB; MJAaHMPOBaHUE rpaduka MOCELEHWS apXMBOB B 3aBMCMMOCTM OT CTaAuM WMCCIELOBATENbCKOrO
npoeKTa; opraHusaums paboTbl HENOCPELCTBEHHO B CAMOM apXMBE C YYETOM creuundUKu ero pacnonoxeHus - B Poccuu, EBpone unum CLUA,;
opraHusaums 3anuceit. Hanbonbliee BHUMaHWE B MHTEPBLIO YAENEHO paboTe B pOCCUINCKMX apXMBaX.

KntoueBble cnosa: APXMBbl, 0PraHN30BaHHbIE MO NPUHUNNY UHCTUTYTOB; apXWUBbl, OPraHNU30BaAHHbIE MO NPpUHLUUNY I'IepCOHaﬂl/Iﬁ; ncenenoBaHne

C UCNOJNTIb30BaHNEM aPXUBHbIX OaHHbIX; MPAaKTUYECKNUE COBETHI MO pa60Te B apXuBax; Ll,VId.)pOBbIe pecypcCbl

ENERPO Journal: Today we're going to discuss several ques-
tions focusing on how to organise work in an archive while con-
ducting research in the field of the history of energy. Olga, what
are the necessary steps that you need to take in order to create
a preliminary list of archives that need to be visited? How do
you arrive at a short list?

Olga Skorokhodova: Firstly, thank you very much for having
me. It’'s great to talk about my book and specifically about
the craft of a historian. | believe that working in an archive
is something that is really a privilege of historians.

It is worth noting that everything that | will share today is based
on a pre-pandemic experience. Right now, | guess it’s going to
be different. What | know is that in the US, archival reading
rooms at the presidential libraries are slowly reopening, but you

! CkopoxopmoBa O.A. «3n0Xa BEAMKMX MOTPSACEHMIA: SHEPreTUUecKmit GakTop
B NocnegHue AecatmneTus XonoaHoM BOMHbI». — MockBa: M3aatenscteo
ACT, 2021.- 352 c.

have to book yourself in advance if you plan to come as there is
limited seated capacity — which was not the case pre-pandemic.
Nevertheless, | think that the main principles of archive work
are still pretty much the same, so let’s just talk about it.

To answer your question about a short-list and long-List of ar-
chives, | would say that the more archives the better. The limit
is the sky... and time, of course! I'd say the length of your list
really depends on the topic. If were talking about Cold War
history, | specialise on this topic. You absolutely must have US
archives and Soviet/Russian archives on it. It’s very challenging
to work in the Russian archival system as | will discuss later on.
At the same time, the US archives are more available and a lot
more materials can be accessed there, including a significant
amount of digitized stuff. This makes the Soviet and Russian
archives materials much more valuable, so plan accordingly if
you want to produce a really cool book or original research.

Inthe field of international relations and history of international
relations, the Russian system is organised around mega-topics.



We have the Russian Archive for Economics, the Archive of the
Foreign Policy of the Russian Federation, and the State Archive
of the Russian Federation. These are must-haves for research
dealing with Cold War politics. On top of that, you could add
the Russian Academy of Sciences Archive and IMEMO Archive?.
IMEMO is one of the institutions within the Russian Academy
of Sciences (RAS). This particular institution worked a lot for
the Politburo providing the grounds such as briefing materials
and analysis for ultimate decision-making.

The starting point in terms of producing the ‘long list’ is
working with record groups, which are known in Russian as
¢oHObl (hence in English language scholar literature quot-
ed as just fondy, similar to perestroika or other Russian lan-
guage terms that do not have a customary English transla-
tion). These record groups/fondy contain materials that are
published and are open to public. The lists of record groups
can be found on websites of Russian archives. They are usu-
ally organised around specific institutions in Russia and in
the Russian/Soviet archival system. To start working with
record groups, a researcher needs to know the names of the
institutions, committees, and ministries that dealt with the
topic under research. It is important to write down the exact
name. While the names of these authorities tend to change,
without knowing the exact title it could be hard to locate
the specific record group/fond. It is also crucial to begin to
properly navigate your topic before going to the archive
as sometimes the name of the institution will not tell you
anything. Let me give you one example: the State Commit-
tee for Science and Technology under the Soviet Council of
Ministers during the 1950s to 1980s with anything related
to Foreign Economic Assistance. The title does not tell us
this, right? Basically, all kind of projects in Africa, for exam-
ple, which the Soviet Union helped build, went through this
Committee. The documents from this institution thus can be
found in the respective record group at the Russian State
Archive of the Economy, and you just need to know that this
specific committee dealt with this topic to include it in your
list. In Russia, when preparing the list of repositories, you do
not usually work with personalities - this is not the way our
system is organised?®.

In the US, the system works in a different way. While in the US
you can also look at institutions, importantly, you can also look
up personalities. For example, you could go into the materials
of the Secretary of State. There are also presidential libraries
which contain documents relevant to the respective presiden-
cies. The short list for the US-based research should be presi-
dential libraries simply because all important documents from
all important institutions around your topic are highly likely to
end up in the office of the President right in the White House,
and the presidential libraries basically keep all the documents
of the specific administrations.

2 ApXxuB MIHCTUTYTa MMPOBOW 3KOHOMUKM U MEXAYHAPOLHbIX OTHOLLEHW
Poccuitckort akagemumn Hayk, https://www.imemo.ru/publications/periodi-
cal/meimo/archive.

® There are a few exceptions in the Russian system: e.g, in AVP RF, there is
a record group that is dedicated to Molotov, the Soviet Foreign Minister,
although researchers have a limited access to it, and there is a repository
in GARF that is organised around Anastas Mikoyan.

If you want to add more archives on top of it, | recommend
referring to the National Archives and Records Administration
(NARA), where documents of all the governmental institutions
are kept, which may not necessarily reach the White House.
Working at NARA is useful in tracking the decision-making pro-
cess before the document went to the White House.

There are also archival collections that are organised around
specific individuals. Those personal collections could be located
anywhere. For example, there are quite a few individual collec-
tions that have been kept in the Library of Congress simply be-
cause the family decided to donate those files to the Library of
Congress. Another example which tells you to look wider than
just the well-known historical figures is the files of Cyrus Vance,
the head of the State Department under the Carter administra-
tion. It represents great value for the studies of that period, even
though all researchers know Brzezinski and would not typically
search for Cyrus. Yet, his valuable collection can be helpful. It
was donated to Yale university and can be accessed at its library.

One benefit of working with personal collections is that you
get a wider narrative around big events, not just the facts.
You can access materials such as photos, personal letters,
and it’s all interesting and enriching. You can get in touch
with the spirit of a specific individual because those collec-
tions are organised around their life overall.

ENERPO Journal: That’s exciting! Let’s just take a step back
and talk a bit about Russian archives because our journal is
read by international students as well who might be willing to
go to the Russian archives. The first thing is you must be able
to communicate and read Russian, right? Have you tried to do
it in English?

Olga: | haven't tried to do it in English, but | would say that
you indeed want to be able to at least write in Russian and
then also communicate because the archive staff is usual-
ly not English-speaking. All documents are also in Russian,
with very few exceptions.

At the same time, it should be noted that citizenship per se
should not bear any problem. All files that are available for
the Russian citizens are already open to public (declassified),
so they are also available for foreigners, but there could be
some exceptions to it.

The Russian archival system is conservative. When you are
planning your research at a Russian archive, you would nor-
mally need to have a document (a letter from the university
with signatures and stamps) which states that you are a MA/
PhD student working on the specific topic. This used to be
a strict requirement. Nowadays archives are getting more
relaxed about it, and it might be sufficient to submit an
application form stating that you would like to conduct re-
search without being affiliated with any institution. Some
archives allow it, but some of them do not - for example,
the Archives of the Ministry of Foreign Affairs*. It is rather
hard to get access there even being a PhD student. Only very

4 Apxusbl MU[, Poccuu, https://idd.mid.ru/arhivy-mid-rossiil.



ENERPO Journal,
Vol. 10, December 2022

experienced historians work there in that very special small
reading room. So generally, you do want to have a special
letter from your university stating that you are conducting a
serious research project.

ENERPO Journal: What should the potential archive visitor
get ready for? In your experience, is archive work a daily rou-
tine, or more like a once-a-month visit?

Olga: | would say that you should treat archive work as a full-
time job at some point of your research. When you are done
with literature and with the documents that are already pub-
lished or digitalized, you need to have a very intensive archi-
val period, when you just go there every day to get the bulk of
archival materials. In some archives you cannot make copies
of the materials, so instead of copying them for later analy-
sis, you need to process them right there. In other cases, you
collect the bulk of materials and process it later. Sometimes
while working with those materials, you will identify gaps,
and in order to fill them you will schedule additional archive
visits. Overall, this period would last between several months
and years, depending on your topic. But you know, fortunately
or unfortunately, every research project has a time limit!

ENERPO Journal: Do you like taking physical notes better than
typing, or the reverse? How does it affect your archive work?

Olga: Laptops are now allowed in Russian archives,and | think
it is a positive development. Before, only paper notebooks
were allowed. | started my research already in the digital age,
so | have always worked with a laptop. For me it’s easier and
quicker to make notes directly in a Word document.

ENERPO Journal: How do you organise your notes? Do you use
any referencing system? We use such referencing systems as
Mendeley and others at the university. Through these, it’s pos-
sible to download a copy of the document and insert attributes
like title, name of the archive, etc. Later on, the information
from the card of each specific document can be used to create
automatic references throughout your main text. So, do you use
something like that?

Olga: Referencing and correct attribution is very important
for the archive, and it does not really matter which method
you use. | did not use any special software for archive docu-
ment references because the requirements for each archive
are very specific. Also, it is hard to talk about any set number
of attribution fields because they differ for each archive.

While working at an archive, | already had the structure of
my research. So, | have created an index system where each
document or a folder of documents was assigned to a spe-
cific chapter of my work. Then, when | worked with a specific
chapter, | knew that | needed to go through specific materi-
als. Probably creating such an index system even before you
start visiting any archives is a good tip. If only | had known
about it before, it would have saved me a lot of time.

ENERPO Journal: Hopefully, your tip will prevent someone from
repeating the same mistake! We have the last set of questions

about the Russian part of your archive experience. Which Rus-
sian archives have you worked in? How do you schedule/plan
a visit to a Russian archive? What are the specifics and hidden
reefs of work at Russian archives?

Olga: My favourite Russian archive is RGAE, or the Russian
Archive of the Economy. | think it is underestimated by re-
searchers. It contains a huge number of documents from
very different committees, institutions, and governmental
bodies that are involved in the decision-making process.
You wouldn’t expect that the documents from those author-
ities would be kept there. Yet they are, and | would highly
recommend going to this archive if you work in the field of
international affairs in various spheres including energy. In
terms of specific input to my research, it was absolutely the
most useful archive, and all other archives were less useful,
| would say.

Then, let’s indeed talk about some specifics on how to pre-
pare yourself for a visit to the Russian archives. What you
need to do first is to do the list of fondy to understand where
exactly you need to go. It is a time-consuming process which
you can do at home in your country, or in your city if you
don’t live in Moscow. Then you have to go through invento-
ries (onucu, opisi). Opisi are essentially guidebooks of specif-
ic folders (dena, dela), luckily many opisi are now available in
the digital form. Each record group (fond) has one or several
inventories (opisi) of all folders (dela) that it contains. Going
through the inventories can be a very tough work because
the names of these folders are not super informative and
guessing the content from two or three words of the title is
often like solving a puzzle. Your key is sticking to the time-
line when the folder was collected and created within the
specific topic. You need to compile a list of folders (dela)
which you want to get from this archive. The right approach
here would be to make a broader selection and try to get as
many relevant folders as possible simply because from the
register you can never be certain about the exact content of
the folder. That’s the first step: going through the inventory
and compiling the list of folders to investigate.

| have to mention though that for AVP RF, the Russian For-
eign Ministry Archive, the system is different. They don’t have
inventories that are available to researchers, so what you
need to do is to go to the archive in person with your letter
from the institution or university, which | mentioned before.
You will have to share the plan of your research in writing
with the archivist, and | would advise to be as specific as
you can and mention as many countries, specific embassies,
specific consulates that might have dealt with your topic.
You have to provide such a description of your research that
would provide a guideline for the person in charge to pull
out materials for you from the fondy that they have. That per-
son pulling out folders is a very important one. Archivists are
very professional and skilled but often underestimated. They
know their materials very well. You want to be friends with
them, both in Russia and in other countries because they are
really able to help. Sometimes they will go so far as to allow
you to place orders by phone rather than in person or they’ll
pull out another folder you haven’t thought of just because



you ask relevant questions and demonstrate engagement,
enthusiasm, and hard work. Your second step, and sometimes
first if there is no register, is thus encountering the Archivist.

Now, you need to be aware of the logistics of working within
the Russian archives. Not all the archives are open five days
a week. Some of them, or some specific materials within a
specific archive can be available only two or three days a
week. So, especially if you travel to Moscow to just work in
the archives, you need to plan your visits accordingly. In al-
most every Russian archive, there is a limit to the number of
folders that you can order at once. It’s usually up to 10. Most
of the time you can’t order your folders and get them on the
same day; it takes one day to process your request.

Sometimes it happens that your document which you know
is in a specific folder is still classified. It happened in my
research because | was dealing with the 1970s, and 50
years have not yet passed so some of the materials did not
get declassified. If you encounter such a situation, do not
get frustrated. | would encourage you to be creative about
the institutions which might have been involved in the de-
cision-making process or in discussions. Most of the time
the document that was created, let’s say, by the Minister of
Foreign Affairs was actually distributed to some other insti-
tutions. Soviet bureaucracy in its nature was very similar to
the bureaucracy we have in Russia today, so it’s easy to grasp
how it worked. In today’s corporations, the document which
was created in one department and sent to another de-
partment is then distributed ‘downwards’ with a resolution/
action order, including ‘for information’ (something like CC)
within that other department. Naturally, today this happens
via digital documentation systems or emails. Essentially, this
is the same principle that worked back in Soviet times. Once
| knew that the document may have been distributed to an-
other ministry, | simply checked the materials of that other
ministry. That’s why | worked extensively with the materials
of the Soviet Ministry of Foreign Trade. This Ministry does
not exist any longer in Russia, but it did exist back in the So-
viet Union and in the Files of the Ministry of Foreign Trade,
there are lots and lots of materials that were actually writ-
ten by the Ministry of Foreign Affairs and then just distribut-
ed to this ministry via CC. My take-away from this experience
is that you don’t need to be discouraged by the fact that
you haven't received something in one archive. Think about
some other potential stakeholders that were involved in the
decision-making process. Then find where those archives
could be and try to access the document through them.

ENERPO Journal: How does that compare with the experience
in the US? Which archives did you work at there, and what were
the peculiarities of that work?

Olga: In the US, the most convenient institution is presidential
libraries. Also, | would recommend spending time at the Library
of Congress, the National Archives in Maryland and university
libraries. The depositories in these institutions are huge, but
the problem is that lots and lots of materials contained there
are classified. | should mention here that the biggest difference
is that instead of folders, in the US you get boxes.

But boxes are not the only difference from the Russian system.
It's organised in a different way overall. It’s all very decentralised
- this is why it offers more opportunities. You will have to invest
time in understanding how it works. | will give you one example.
Donald Regan was the Secretary of the Treasury, or the minister
of finance in more familiar terms, in the Ronald Reagan admin-
istration, and then the Chief of Staff who was rather involved in
dealing with the Middle East. Because of this latter fact, | want-
ed to look at his files, which are at the Library of Congress. To do
that, | needed to obtain permission from his family, who autho-
rized me to work with this material. This is just one example, but
it tells us that access requirements may be very different.

| would like to draw your readers’ attention to the fact that
they can apply for research grants to work at presidential
libraries. These grants are also available for foreign students.
We're not talking about huge funds, but nevertheless can be
helpful in covering tickets and maybe some basic expenses.

Another important point is the so-called Freedom of Informa-
tion Act which specifies declassification period, after which
documents should be declassified, but it also enables research-
ers to actually request declassification of additional materials.
Once someone has requested those materials to be declassi-
fied, they're also available for other researchers as well.

ENERPO Journal: You mentioned in the book intro one par-
ticular archive in Europe - the Roosevelt Academy’s Archive in
Middleburg, Netherlands. What was special about getting there
and getting materials you needed for your research?

Olga: This archive is actually very special to me because it was
the first foreign archive | worked in. It's a very nice location
in the Netherlands. The reason for the Roosevelt Academy to
be in this country is the Dutch origin of his family. The type
of materials that can be found there are copies of documents
(cnatidel, duagpunsm) from US presidential libraries with focus
on the topic of human rights and Dutch-US relations. They also
have grants for students, including foreign students, which cov-
er travel expenses and stay in the Netherlands while working
with those materials. This archive provides an easy access and
there is no requirement to be a PhD-level student.

ENERPO Journal: Can online databases substitute for a phys-
ical visit to an archive? How much has digitalization changed
the typical working routine of a historian?

Olga: Digitalization has changed the routine of a historian
quite significantly. | don’t want to say you can substitute ar-
chival research, but it is possible to write an article based
on digital resources. There is so much material available
online right now that you can build your research on what
is available online. Particularly that’s true for the US and
the UK while not at all for Soviet materials, which makes
them more valuable for your research. With the publication
of dozens of volumes of the Foreign Relations of the United
States® (FRUS), a massive number of documents, particularly

S US. Department of State (U.S. Department of State),
https://history.state.gov/historicaldocuments.
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from the 1970s and 1980s, became available. Importantly,
there are volumes devoted to specific questions such as en-
ergy. Digital databases such as the Declassified Documents
Reference System (DDRS) are a great starting point for re-
search, especially in the situation when it is a challenge
to spend a year abroad while working in an archive. There
could be one limitation in accessing these materials though:
paid access. This can be overcome through university librar-
ies which have subscriptions to these databases.

But in the end, for good research you need to work both with
digital and paper materials. If you cover Russia or the Soviet
Union in your research, you absolutely need to go to Moscow.

ENERPO Journal: What are the common rules and ‘lifehacks’
about archive work specific to the field of history of energy/oil
markets? What is your advice to those who wish to follow your
steps in organizing their research with using these important
sources of information?

Olga: Firstly, talk to people. It is useful because the universe
of bureaucracy is never ending, and you do not expect some-
times where a certain question is going to end up. Other
researchers, archivists can give you useful tips.

Secondly, try to find the decision-makers. In the case of the So-
viet Union, there were, of course, ministries of oil and gas, but
they were busy with exploration, production, infrastructure
and those kinds of questions. They were not political decision
makers. Energy in international relations was more of a Polit-
buro issue. This is special about energy stuff: once it becomes
political, then it’s not necessarily the Ministry of Foreign Af-
fairs (or the State Department) that would be dealing with
it. The way | worked with it is referring to the G7 meetings at
which the questions | researched were discussed at length.
The bureaucratic process was organised around preparing the
agendas. So, | looked at those summits to track what was go-
ing on.You can pick your own international meeting and set of
countries, but the principle would be the same.

Thirdly, look for new sources. | guess the corporate archives
are something that needs to be discovered. Also, think of in-
stitutions such as OPEC, the IEA, and ways to reach their
materials. It is important to see the process of how certain
decisions have unfolded, the board meetings, etc. Declassi-
fied detailed minutes of OPEC meetings could be interesting
for researchers.

But my general advice is that if you decide to go into the
energy field as a researcher, you just need to accept that it’s
going to be much harder for you than for other people who
are doing less exclusive stuff.

Olga Skorokhodova
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WAITING FOR ‘PROMETHEUS III':
A'VIEWPOINT ON NUCLEAR FUSION

Simone Amato Cameli

Abstract:

Nicholas Georgescu-Roegen predicted the arrival of ‘Prometheus Il a revolutionary technology able to solve the energy problems of hu-
manity for centuries to come. Fusion energy is the natural candidate for ‘Prometheus IlI’,and this piece is an attempt at critically reflecting
on its current state of development as well as its difficult complementarity with renewables. Renewables indeed face huge unresolved
problems, such as high land-use intensity, intermittency and instability of supply chains. While not here yet, after decades of announce-
ments, viable fusion technology is getting closer and closer. | maintain that due to structural economic and technological issues, there
will be a trade-off between fusion and renewables in the near future. This potentially raises a strategic issue related to the timing and
opportunity of infrastructural upgrading.

Keywords: green transition, nuclear fusion, renewables, strategy, tokamak

B oxxupanum «lMpomertes lll»: B3rnaa Ha apepHbIi CUHTE3

AnHoTauma: Hukonac [xopmxecky-Poren npeackasan nossnenue «lpometes [ll», peBOMOLMOHHON TEXHOMOMMK, CMOCOBHOM peLmnTb
3HepreTMyeckue npobremMbl YeNnoBeYeCTBa Ha Beka Brepen. JHEPrUs SAEpHOro CMHTE3a ABNSETCS eCTeCTBEHHbIM KaHAMLATOM Ha pofb
«lpomeTes |l1», u gaHHas cTaTbs NpeAcTaBASET CO60M NOMbITKY KPUTUUYECKM OCMBIC/IUTL €€ PAa3BUTUE HA TEKYLLEM 3Tane, a TakKe ee CII0KHYH0
B3aMMOJOMNONIHAEMOCTb C BO30OHOBASEMbBIMM UCTOYHUKAMM DHepruu. [LeHCTBUTENbHO, MCMONb30BaHWE BO30OHOBSEMbIX MCTOYHMKOB
3HEPrUM CErOAHS COMPSHKEHO C PSAOM CEPbEe3HbIX HepeleHHbIX MPo6MEeM, TaKUX KakK BbICOKAs MHTEHCMBHOCTb 3EM/IENO/b30BaHMS,
npepbIBUCTOCTb BMD 1 HeCcTabubHOCTL Lienoyek NocTaBok. Mocie AecaTMNeTuin COOTBETCTBYIOLMX 3aBNEHMM XXM3HECTOCOOHAsA TEXHONOTUS
TEPMOSLEPHOIO CHHTE3a CTAaHOBMUTCS BCE BNMXKE M BAMXKE, XOTS 3TOT 3Tan eLe He HACTynu. ABTOp CTaTbW NPUAEPXKMBAETCS TOYKM 3pEHUS
0 TOM, YTO B BMKaLLeM ByAyLLEeM U3-3a CTPYKTYPHO-3KOHOMUYECKMX M TEXHOMOMMYECKUX Npo6aeM GyAeT AOCTUTHYT KOMMPOMUCC MEXAY
SAEPHBIM CUHTE30M U BO30OHOB/SEMbIMU UCTOUHUKAMM SHEPTUU, B CBA3M C YEM BO3HMKAET CTPATENMUYECKMIA BOMPOC O CPOKAX M BO3MOXKHOCTH
MOZLEPHU3ALMUM UHDPACTPYKTYPbI.

KntoueBble cnoBa: BO306HOBASIEMbIE UCTOYHUKM JHEprum, 3eNeHbIn nepexon, crpatermsa, TokaMak, S:I}J,eprIVI CUHTE3

Introduction

Nicholas Georgescu-Roegen (1906-1994) is universally
known as the father of modern sustainability thought in
economics.! His ambitious attempt to found economic dy-
namics on thermodynamic entropy flows produced a hetero-
dox economic paradigm he called bio-economics. According
to Georgescu-Roegen, there have been only two energetic
evolutionary leaps in the entire history of humanity. The first
one was the discovery of fire — a discovery so powerful to be
considered a treasure stolen from gods by some benevolent
entity, such as Prometheus in Greek mythology. Accordingly,
Georgescu-Roegen called it ‘Prometheus I° Many centuries
later, Thomas Newcomen and Thomas Savery invented the

heat engine - ‘Prometheus II' If ‘Prometheus I' may be re-
garded as the first spark of human civilization, ‘Prometheus
I’ caused its biggest transformation ever - industrial revolu-
tion. However, Georgescu-Roegen argued that this paradigm
is ultimately entering into crisis due to the depletion of the
energy sources it is based on, i.e., fossil fuels.

Roegen stated that, “what we need now therefore is a ‘Pro-
metheus III’ who may come any time, only we do not know
when.?” In this context, the advocated reduction of pressure
on natural resources can be reinterpreted merely as a means
for buying as much time as possible for ‘Prometheus IlI’ to
arrive before the situation becomes irremediably damaged.

! Nicholas Georgescu-Roegen, The Entropy Law and the Economic Process
(Cambridge: Harvard University Press, 1971).

2 Nicholas Georgescu-Roegen, “Thermodynamics and We, the Humans’,
Entropy and Bioeconomics: First International Conference of the EABS, p.196.



ENERPO Journal,
Vol. 10, December 2022

What does ‘Prometheus 1lI’ look like? Among the candidates,
Georgescu-Roegen himself explicitly mentioned nuclear fusion
but dismissed its effective feasibility.> Nevertheless, fusion tech-
nology has made significant progress in the last two decades,
and | believe fusion is still the best candidate for ‘Prometheus
[II’ This contribution aims at reflecting critically on the limita-
tions of renewables, the state of the art of fusion technologies
and the problematic relationship between these two energy
sources. In doing so, | explicate potential complementarities
and conflicts as well as long-term strategic questions.

Renewables: Just a Short-term Solution?

The current effort toward a zero-emission economy rests
mainly on boosting energy production from renewables. After
decades of heavy subsidization, generally speaking, renew-
ables are now economically profitable vis-a-vis other sources,
having already reached in many countries grid parity and mar-
ket parity.Accordingly, investment in renewables is soaring all
over the world. At the same time, however, there is growing
awareness of the intrinsic limitations renewables face.

First,one of the most important issues limiting penetration of
renewables is linked to their low power density. Wind median
power density, for instance, is about 5 W/m2; solar ranges be-
tween 2 and 12. For comparison, it is more than 100 W/m? for
coal, about 400 W/m? for conventional nuclear and between
800 and 1200 for natural gas.* As a consequence, renewables
are tremendously land-intensive. For providing the same en-
ergy output, a conventional nuclear plant requires roughly
430 acres, while solar farms would occupy 130,000 acres and
onshore wind farms even 250,000. This generates conflicts
over land use (especially vis-a-vis agriculture) and landscape
impact, lowering the social acceptability of renewables.

Second, there is the issue of intermittency. Depending on
wind and sun, renewables are by nature heavily exposed to
changes in weather conditions.® Furthermore, for obvious
reasons, the output of photovoltaic plants disappears from
twilight until dawn, resulting in a production curve being
structurally low at night. This indeed may pose a great prob-
lem to the electrification of transport. While studies demon-
strated that the demand of energy will grow only marginally
due to EVs, instead the structure of the demand curve will
be dramatically altered - with peaks concentrated by night,
when a great number of vehicles will be plugged to the grid.”
So, with renewables, the stability of supply is at high risk.

w

Ibid.

John van Zalk and Paul Behrens, “The Spatial Extent of Renewable and
Non-Renewable Power Generation: a Review and Meta-Analysis of Power
Densities and their Application in the U.S.” Energy Policy 123, no. 2 (April
2018): 83-91.

UK Department of the Environment and Climate Change, 2018.

IS
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o

For instance, consider what happened in the United Kingdom when,
at the beginning of September 2021, wind currents from the North Sea
stopped blowing: energy output from wind plants went to zero and
energy prices skyrocketed to all-time high levels.

~

McKinsey & Company, The Potential Impact of Electric Vehicles on Global
Energy Systems. Available at: https://www.mckinsey.com/industries/auto
motive-and-assembly/our-insights/the-potential-impact-of-electric-vehi-
cles-on-global-energy-systems).
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For this reason, renewables need to be complemented with
some more reliable energy source: when energy output from
renewables collapse or goes beyond their current capaci-
ty. For instance, during peaks in demand, so-called ‘peakers’
step in and start producing. Hydroelectric or, more often,
gas-fired combined-cycle power plants (CCPP) are normal-
ly used as peakers, but here there is another problem as
gas-fired power plants emit CO2 The solution is updating
the grid with ancillary services such as storage facilities in
order to stabilise energy supply without using peakers, but
storage technologies are not fully mature yet. They are still
expensive and inefficient, and their massive deployment
would further increase the land-intensity of renewables.®

Finally, renewables actually have a marked social and envi-
ronmental impact.‘Green conflict minerals’ refers to a broad
range of mineral required by the green transition. Wind,
solar, EVs and storage technologies are based on a limit-
ed number of materials such as rare earths, lithium, cobalt,
nickel, molybdenum and being both rare and highly concen-
trated in politically unstable countries.” The green transition
is already provoking a spike in their prices, increasing risks
of exploitation and political turmoil in resource-rich, fragile
countries and reshaping the geopolitics of energy.

Countdown to Nuclear Fusion?

To put it briefly, nuclear fusion is the kind of reaction power-
ing stars such as our Sun. The reaction works as follows. Un-
der normal conditions, two fundamental forces shape atomic
nuclei: electromagnetic force and strong nuclear force. The
first one works on long distances and makes same-charged
particles (such as protons) repel each other. The second one
works on very short distances and makes protons attract
each other, keeping together nuclei. In a state of matter char-
acterized by very high temperatures (plasma) attractive nu-
clear force overcomes repulsive electromagnetic force and
glues nuclei together, a process known as nucleosynthesis.
This process releases a tremendous amount of energy.°

Replicating this process on Earth poses formidable technical
challenges. The most important ones are related to producing
and controlling plasma: the temperatures required are very
difficult to reach and controlling the complex plasma dynam-
ics in order to stabilise the reaction is no easy business. After
decades of experiments, two technologies appeared viable:
inertial confinement fusion (ICF) and magnetic confinement
fusion (MCF). The first one triggers fusion by physically com-
pressing and heating a target, using, for instance, lasers. The
second one uses magnetic fields to produce and control the
reaction. Developments in MCF focused on obtaining the ide-
al topological architecture for the fields to optimally contain
fusion reaction, resulting in tokamak, which is the Russian

8 a propos landscape impact, see for instance this proposal:
https://www.pv-magazine.com/2021/08/26/gravity-based-renewable-en-
ergy-storage-tower-for-grid-scale-operations/.

° Claire Church and Alec Crawford, Green Conflict Minerals: The fuels of
conflict in the transition to a low-carbon economy, (Washington: Interna-
tional Institute for Sustainable Development, 2018).

10 |IRENA, A New World: the Geopolitics of Energy Transition, 2019.
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acronym for ‘toroidal chamber with magnets. Donut-shaped
tokamaks are the most promising fusion technology.!!

Tokamak technology is the basis of the most important in-
ternational fusion project, the International Thermonuclear
Experimental Reactor (ITER), uniting China, Russia, Europe-
an Union,Japan, South Korea and the US in a common effort
to build the first fully operational fusion reactor. According
to the ITER schedule, the first reactor will be completed by
2025. ITER is a powerful tool to concentrate investments
in order to boost technological know-how. The technical
knowledge acquired thanks to the ITER project will be even-
tually disseminated throughout the world by its successor,
the DEMOnstration power plant (DEMO). DEMO fusion reac-
tors will be bigger and economically more efficient, produc-
ing as much as 25 times the amount of energy used as input
to trigger the reaction. The post-ITER world will be more
fragmented, as each nation state or regional block builds up
its own program. Here are some of the current initiatives:

e EuroFusion leads a coordinated EU-wide effort to build
a DEMO plant before 2030.

e India will begin to develop components for DEMO
around 2027.

e South Korea plans to build its K-DEMO by 2037.

e Russia chose a hybrid approach integrating fusion and
fission in a facility known as DEMO-FNS (DEMO Fusion
Neutron Source) to be built by 2023.

e The United States is focusing instead on an intermedi-
ate step, Fusion Nuclear Science Facility (FNSF), which
will allow eventually to develop a DEMO-type reactor
after 2050.12

Additionally, in 2019, the UK announced its own path to fu-
sion: Spherical Tokamak for Energy Production (STEP).As the
name suggests, it is based on a different technology than
ITER: a spherical tokamak (or ‘spheromak’). STEP is part of
a fast-track strategy to outperform ITER, producing a com-
plete demonstrative reactor as early as 2024.1*

In the last few years, private sector-led fusion has gained mo-
mentum. General Fusion announced that it will build its first
compact demonstration fusion spheromak by 2025 in the UK.
TAE Technologies, an American company adopting an original
confinement technology, will release its prototype by 2030. In
September of 2021, Italian energy giant Eni together with Com-
monwealth Fusion Systems, a spin-off from Massachusetts Insti-
tute of Technology, reached a historical milestone by succeeding
in confining plasma using new-generation superconductor mag-
nets, paving the way to the realisation of the experimental de-
vice SPARC (2025) followed by ARC, a complete fusion reactor.**

1 For an in-depth introduction to nuclear fusion reaction and state-of-
the-arte technologies, see David John Campbell, “Nuclear Fusion - Intro-
duction and Overview’, Encyclopedia of Nuclear Energy (Oxford: Elsevier,
2021:358-368).

12 |AEA, Charting the International Roadmap to a Demonstration Fusion
Power Plant, 2018.

13 UK Atomic Energy Authority: https://step.ukaea.uk/.

4 Eni Next: https://www.eni.com/eninext/en-US/portfolio/common
wealth-fusion-system.html.

In conclusion, the technology is becoming more and more ma-
ture with a series of novel demonstration reactors emerging
from here to 2025.Actual reactors are scheduled to be released
later with the most optimistic outlook starting from the 2030s.
Nuclear fusion, is no longer that far away and, in our opinion,
its development will accelerate exponentially in the next few
years due in particular to Al and machine learning.’®

Perspectives and Implications

Therefore, the main question is whether we should consider fu-
sion and renewables as opponents or as complements. On one
hand, there may be a complementarity: as previously stated, be-
ing structurally intermittent, renewables call for a more stable
source of energy to guarantee supply when they produce less.
In this scenario, fusion plants could replace CCPP gas plants as
peakers. Unfortunately, there are reasons to be highly skeptical
about this ‘pacific coexistence’ The problem has to do with the
assumed structure cost of a fusion plant. In fact, a good candi-
date for a peaker should have high variable costs and low fixed
costs, as well as the possibility to scale up or down production
in real time. The reason is that peakers are to be continuously
switched on and off. The cost structure of fusion plants, in all
likelihood, will be exactly the opposite: high fixed cost and low
variable costs (and providing an unvarying power output). This
makes them more adapt to work as baseload providers and in
direct competition with renewables.*

So, at least to a certain extent, we should consider renew-
ables and fusion as competitors. Undoubtedly, renewables
benefit from a first mover advantage vis-a-vis fusion. Their
costs are decreasing more and more, and it is quite unlikely
fusion technology will be able to obtain lower LCOE than
renewables in the short run.'” As a consequence, this reduc-
es the incentive to develop fusion technology.’® Another ar-
gument supports the idea renewables and fusion should be
viewed as opponents because both technologies rely on lith-
ium, a rare element - fusion in a direct way since it is instru-
mental in controlling plasma, and renewables in an indirect
way since it is the basis of state-of-the-art storage systems.?

However, let us suppose fusion finally becomes economically
competitive. Once this happens, it is likely it will make solar
and wind power plants ‘stranded assets’ The general reason-
ing is: ceteris paribus. If we have a reliable and clean source
of energy, why should we keep using an unreliable one? This

> Rebecca Sohn, “Can Al Make a Better Fusion Reactor?”, IEEE Spectrum,
Aug 13th, 2021. Available at: https://spectrum.ieee.org/can-ai-make-a-
better-fusion-reactor.

6 Actually, there are other factors that could relax these assumptions and
enable a complementarity between renewables and fusion. For instance,
it is true that conventional nuclear plants in some countries are used as
baseload to stabilise the grid, but that is the exception, not the rule. The
issue is of course too complex to be treated in-depth here, nevertheless
we believe these solutions would play a marginal role.

17 LCOE stands for levelized cost of electricity, the main indicator of the
economic competitiveness of an energy technology

8 Nicholas, T.E.G., T.P. Davis, F. Federici, J. Leland, B.S. Patel, C. Vincent,
and S.H. Ward. “Re-Examining the Role of Nuclear Fusion in a Renew-
ables-Based Energy Mix.” Energy Policy 149 (2021): 112043. https://doi.
0rg/10.1016/j.enpol.2020.112043.

¥ Ibid.
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would be quite paradoxical, since the energy transition is now
converting assets worth billions and billions of fixed capital
into stranded assets such as coal mines or oil rigs, potentially
threatening financial stability with a possible carbon bub-
ble’?° Furthermore, besides the economic value disruption,
there would also be a huge environmental problem, since due
to the materials they use, decommissioned solar panels and
wind turbines produce an enormous amount of toxic waste.?

The issue is more general. Infrastructural upgrading is a
complicated business because technological evolution plays
a fundamental role, so the timing is definitely crucial. This
has to do with what Gerschenkron famously called ‘the ad-
vantages of backwardness’, and, more recently, Krugman de-
fined ‘leapfrogging’: State A invests billions in infrastructure
X before State B, who is left behind. However, when a novel
and more advanced infrastructure Y is available, State A is
locked into the old technological investment, while State B
can freely invest on this, thus ‘leapfrogging’ State A.22 Take,
for instance, railways where nowadays more efficient sys-
tems are available (e.g. Hyperloop) but the very existence
of a well-established railway system largely prevents them
from being installed. On the other hand, those countries that
did not realise a railway system now can directly jump to the
new paradigm of transportation without being hindered by
the pre-existing infrastructure. Could we imagine that some-
time in the future countries that did not invest in renew-
ables will be able to leapfrog those who did when fusion
will finally be available?

The open, and provocative, questions with which we con-
clude the present contribution, hoping it will ignite an in-
triguing debate, is: given the strategic, intertemporal issue
above, should we keep investing billions of euros in a renew-
ables-based energy transition? Or should we divert these in-
vestments to research on fusion energy?

20 Carbon Tracker Initiative, Unburnable Carbon -Are the World’s Financial
Markets Carrying a Carbon Bubble? Technical report, 2011.

2 Herbert Inhaber, “Is Solar Power More Dangerous Than Nuclear?”,
IAEA Bulletin 21(1979); Chowdhury, Md. Shahariar, Kazi Sajedur Rah-
man, Tanjia Chowdhury, Narissara Nuthammachot, Kuaanan Techato, Md.
Akhtaruzzaman, Sieh Kiong Tiong, Kamaruzzaman Sopian, and Nowshad
Amin.“An Overview of Solar Photovoltaic Panels’ End-of-Life Materi-
al Recycling.” Energy Strategy Reviews 27 (2020): 100431. https://doi.
0rg/10.1016/j.esr.2019.100431.

22 Alexander Gerschenkron, Economic Backwardness in Historical
Perspective, (Cambridge: The Belknap Press, 1951); Elise S. Brezis, Paul R.
Krugman, and Daniel Tsiddon, ‘Leapfrogging in International Competition:
A Theory of Cycles in National Technological Leadership, The American
Economic Review 83 (1993),1211-1219.
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POWER FROM PIPELINES: EUROPEAN ENERGY
POLITICS AND THE REVITALISATION OF RUSSIA

Evan Park

Abstract:

This paper analyses changes in Russian energy policy in the 1990s and 2000s following a major expansion of energy ties with Europe. It
attempts to gauge whether American or Western European security calculations about energy relations with Russia proved accurate in each
of these decades. It finds that Western European expectations of mutual dependence and peaceful co-existence were confirmed during the
1990s, while American concerns over renewed military build-up and coercive behaviour were largely justified beginning in the 2000s and
continuing until the present. The paper concludes with a discussion of the modern challenges faced by Europe regarding this issue.

Keywords: cooperation, dependence, energy, Europe, gas, oil, politics, Russia, security, trade

Hedrte- 1 rasonpoBoAbl KaK MONUTUUECKUI MHCTPYMEHT: eBponeiicKas SHepreTMyeckas noaMTmKa U BospoxaeHue Poccun

AHHOTaumA: B cTatbe aHaNM3MPYHOTCS U3MEHEHMSI B POCCMICKOW 3HepreTnyeckor nonutnke B 1990-x n 2000-x ronax nocie 3Ha4MTeNbHOro
pacLIMpeHus SHepreTUYeckmnx cesaseit ¢ EBponoii. ABTOp AeNaeT nonbITKy OLEeHUTb, HACKONBKO TOYHbIMK ObliM pacyeTbl B chepe amMmeprKaHCKOM
WM 3anafHOEBPOMNercKkol 6e30MacHOCTM B KOHTEKCTE 3HEepreTMYecKMX OTHOLIEHWM C Poccuelt B Kaxpoe w3 3TUX AecsTuneTuid. B cratbe
LEMOHCTPUPYETCS, YTO OXKMAAHMS 3anafiHoi EBponbl KacaTenbHO B3aMMHOM 3aBUCMMOCTM M MMPHOTO COCYLL,ECTBOBaHMS ¢ Poccuelt noaTsepannmch
B 1990-x rogax, B TO BpeMs KakK OMaceHus amMepuKaHLEB MO MOBOALY BO30OHOBNEHUS HAPALLMBAHMS BOEHHOM MOLWM W MPUHYOUTENBHOMO
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Introduction

When assessing Russia’s position in global affairs, a primary
consideration is its role in energy politics and security. As
an ‘energy superpower’, Russia was the top global export-
er of natural gas, the number two crude oil exporter, and
the number three coal exporter in 2021.! This dominance
evolved over decades, as Russia established a complex net-
work of pipelines and global trading partners.

The primary recipient of Russian energy is Europe, as 49 per-
cent of its crude oil exports and 74 percent of its natural
gas exports went to European countries in 2021.2 Although
energy ties have existed since the 1960s, a major inflec-
tion point occurred in the 1982 Urengoy-Pomary-Uzhhorod
pipeline debate between Western Europe and the Soviet

Union. This event pitted Great Britain, France, West Germa-
ny and Italy against the United States regarding a proposed
energy agreement between these countries and the Soviet
Union. The Americans voiced three concerns: that the Sovi-
ets would shut off allied gas supplies to ensure cooperation
with Moscow’s foreign policy, the Soviets would use the fi-
nancial and technological gains to build up their military,
and after recent Soviet interference in Poland, a lucrative
trade deal would encourage further aggressive behaviour.?
European observers countered that economic vulnerabil-
ity was mutual, increasing interdependence and reducing
tensions. The American position, under this viewpoint, was
‘alarmist and exaggerated’* Eventually, Washington accept-
ed a compromise. NATO would convene studies gauging the
impact of further East-West technological and energy trade

1 Hilary Hooper, Justine Barden, and Tejashvi Raghuveer,
Europe Is a Key Destination for Russia's Energy Exports
(U.S. Energy Information Administration, 2022).

2 Hooper, Barden, and Raghuveer, Europe Is a Key Destination for
Russia's Energy Exports.

* John P.Schutte Jr., "Pipeline Politics," SAIS Review 2, no. 4 (1982):
137-147.doi:10.1353/sais.1982.0009.

4 Herbert Wulf, “East-West Trade as a Source of Tension,”
Journal of Peace Research 19, no.4 (December 1982): 301-22,
https://doi.org/10.1177/002234338201900402.
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in exchange for lifting American sanctions on the pipeline,
while the agreement stood.

Reflecting on this debate decades later, a salient question
exists regarding which assessment was correct. Has the
Kremlin acted as the Americans or the Europeans expected?
This paper considers broad trends in Russian energy pol-
itics in the 1990s and 2000s, examining how Russia’s en-
ergy strategy evolved during that time. The paper does not
address the 2010s, as this decade largely served as an ex-
pansion of Russian policies from the late 2000s. Employing
primarily Russian, German and American sources, the analy-
sis addresses American concerns regarding Europe’s energy
dependence and whether they were justified in each decade.
Through statistics, statements from politicians, and schol-
arship from various academics and analysts, it contends
that Russia has been both accommodating and aggressive
in energy politics as its domestic and international political
landscape has evolved. However, the Americans have proven
more correct than their European counterparts over time.

Notably, the relationship between Russia and Europe also ex-
hibited the potential for peaceful economic interdependence
in the 1990s, an era where the European position on trade ap-
peared justified. This period of opportunity and the reasons be-
hind its devolution will be discussed in the following section.
In a later section, the paper will discuss the developments of
the 2000s and how Russian energy policy proceeded in a direc-
tion that confirmed American misgivings. Finally, it concludes
with a brief discussion of current developments in Russian en-
ergy politics and how Europe may respond to these challenges.

The 1990s: Attempting Peaceful Interdependence
Predictably, the Soviet collapse in 1991 coincided with a disrup-
tion and downturn of energy exports. Russian oil production cra-
tered from 569.5 million tonnes in 1987 to a nearly 25-year low
of 284.3 million tonnes in 1995. The catalysts for this decline
were the contraction of state financing for oil and gas over time
and the depletion of easily accessible oil fields.> Auspiciously,
Soviet analysis suggested that only 3.5 percent of the USSR’s
natural gas had been exploited before 1991, with several po-
tential gas sources located in Russia.® This energy abundance
ushered in extensive interest from Western businesses to pur-
sue joint ventures in post-Soviet Russia. In 1994, for instance, a
‘senior US administration official’ stated that of the $40-50 bil-
lion American companies were prepared to invest in Russia that
decade, half of these funds were in oil and gas.Along with other
Western countries, the total potential investment was estimat-
ed at $60-70 billion.” While American companies maintained
limited relationships with the Soviet energy industry during the
Cold War, this vast potential investment marked a major shift in
governmental thinking regarding Russian energy.

> James Watson, “Foreign Investment in Russia: The Case of the Oil
Industry,” Europe-Asia Studies 48, no. 3 (1996): 429-55,
http://www.jstor.org/stable/152735.

¢ Andrei A. Konoplyanik, “The Optimization of Soviet Energy -
New Implications for Export and International Cooperation in Oil & Gas,”
Energy Exploration & Exploitation 9, no. 4 (August 1991):
157-74, https://doi.org/10.1177/014459879100900402.

7 Watson, “Foreign Investment in Russia: The Case of the Oil Industry,” 432.
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During the early 1990s, American analysts were already for-
mulating strategies to optimise oil and gas exploitation in
the Soviet Union and foster economic cooperation.® Like-
wise, the Soviets remained eager to trade with the West,
with a few important caveats. After the collapse of the USSR,
there were hints of a lingering imperial approach to energy
that would crystalize in the 2000s. One such instance oc-
curred in April 1994, when the Russian Foreign Ministry sent
a note of protest to the British government following BP in-
vestments in Azeri oil, arguing Russia should be the rightful
director of energy projects in the Caspian Sea basin. How-
ever, the United States, another investor in Azerbaijan, was
not subjected to Moscow’s diplomatic ire.” This reluctance to
confront the United States was likely due to Russia’s dimin-
ished position in the early 1990s and a prevailing interest in
securing American aid and investment. Post-Soviet involve-
ment in Central Asian energy production reflected a realist
foreign policy approach, as Russia strove to gain leverage
over potential competitors in the European market.

As the 1990s progressed, Russian governmental factions
took a selectively assertive role in domestic energy as well.
Towards the end of the decade, state stakes in ONAKO and
Tyumen Oil Co. were set to be privatised and sold off. State
and regional authorities, however, blocked the sales and
extended federal ownership until 1998. This development
dovetailed on a government resolution passed in November
1996 extending state control of important oil and gas assets
until 1998.1° These behaviours would be greatly expanded
in the 2000s under Vladimir Putin.

Ultimately,American and Western European companies were
dissuaded from several energy investments in Russia during
the 1990s for a few reasons. In the late 1990s, several deals
failed to materialise due to the 1998 financial crisis and
unstable oil prices of the early 1990s, which carried risks
for investors.!! Additionally, legislation and bureaucratic red
tape obstructed foreign investment. The Natural Resources
Law of 1992, for instance, declared that all mineral resourc-
es on Russian territory were state property but was inten-
tionally vague over which government body owned them to
ensure state and local government cooperation. This obfus-
cation greatly impeded contract and licensing processes for
foreign oil and gas companies.!? While Yeltsin’s government

8 See, for example, Michael R. Smith, “Exploration for Qil in the
Soviet Union: Special Problems Facing Western Companies,”
Energy Exploration & Exploitation 9,no.1-2 (March 1991): 4-16,
https://doi.org/10.1177/014459879100900102.

° Robert V. Barylski, “Russia, the West, and the Caspian Energy Hub,”
Middle East Journal 49, no. 2 (1995): 217-32,
http://www.jstor.org/stable/4328801.

0 Eugene M. Khartukov, “The Control of Russia’s Oil,”
Energy Exploration & Exploitation 15, no. 2 (1997): 117-25,
http://www.jstor.org/stable/43865142.

1t Eugene M. Khartukov, “The Potential for a Russian State Oil
Company: A Critical Analysis of the Russian Qil Business,”
Energy Exploration & Exploitation 18, no.2-3 (April 2000): 207-24,
https://doi.org/10.1260/0144598001492085.

2 Watson, “Foreign Investment in Russia: The Case of the Oil Industry,”
434-436.
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sought to court Western investment through the 1995 Law
on Oil and Gas, the Federation Council voted against the bill,
expressing distaste towards ‘selling off’ Russian resources
and prompting executive action from Yeltsin.!?

Despite these hurdles, Russian investors rapidly acquired
stakes in state oil enterprises, particularly through the
loans-for-shares scheme in 1995. This precipitated a fall in
state ownership of oil production to 10 percent, though pri-
vatisation was not nearly as widespread in the natural gas
market.** These liberalising trends, coinciding with an influx
of joint ventures in Russia, largely reinforced the Europe-
an view of energy trade as a vehicle for interdependence
and peaceful cooperation. Even American security analysts
such as lan Bremmer and former Secretary of State Zbigniew
Brzezinski accepted this assessment, asserting that energy
cooperation between Europe and Russia should be encour-
aged. Bremmer argued that increasing ties to Russia ‘should
not be taken as a defeat for Europe but as a victory for mar-
ket imperatives that extend the de facto scope of integra-
tion even into regions that do not consciously seek it..."5 16

While the 1990s ushered in a promising era of positive-sum
East-West relations, there remained signs of Russian energy
recalcitrance outside of assertive actions in Central Asia. These
actions, however, were confined to the early part of the decade
and solely concerned post-Soviet states. The main victims were
the Baltic states and Ukraine. In the case of the Baltic states,
the USSR cut off supplies to discourage them from pursuing
independence in 1990-1991 and again when they demanded
that Yeltsin remove Russian troops from their territory. In terms
of Ukraine, negotiations on control of the Black Sea Fleet and
Ukrainian debts accompanied a reduction of supplies in 1993.
Finally, Lithuania faced nine additional oil cut-offs as they pre-
pared to sell a refinery and port facility to an American com-
pany.” However, these efforts (apart from Lithuania) could rea-
sonably be justified as a resolution of lingering Soviet disputes,
rather than an expansion of Russia’s sphere of influence. This
position applied particularly to Ukraine, which claimed own-
ership of Russian military facilities and owed money to Russia.

Though the Lithuanian case foreshadowed further assertive ac-
tions against Western competition, increasing economic ties and
the internal focus of Russia’s government assuaged American
fears regarding Moscow's energy strategy. Perhaps most strik-
ingly, Russian military spending generally fell relative to GDP
in the 1990s and never rose in consecutive years until 2000.%8

% Ibid.

¥ S. Mohsin Hashim, “Power-Loss or Power-Transition? Assessing the Limits
of Using the Energy Sector in Reviving Russia’s Geopolitical Stature,”
Communist and Post-Communist Studies 43, no. 3 (2010): 263-74,
https://www.jstor.org/stable/48609721.

> lan Bremmer, “Russia’s Total Security,” World Policy Journal 16, no. 2 (1999):
31-39, http://www.jstor.org/stable/40209625.

16 Zbigniew Brzezinski, “A Plan for Europe,” Foreign Affairs 74,no.1 (1995):
26-42, https://doi.org/10.2307/20047017.

7 Hashim, “Power-Loss or Power-Transition? Assessing the Limits of Using
the Energy Sector in Reviving Russia’s Geopolitical Stature,” 268.

8 World Bank, Military Expenditure (% of GDP) - Russian Federation
(World Bank Data, 2022).

Figure 1.

Russian Energy Exports to Europe
1995-2009

(100 = 1995 export level)
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In this regard, the American misgivings towards energy cooper-
ation with Russia from the 1980s could be viewed as paranoia,
though it must be noted that gas exports to Europe remained
mostly constant in the mid to late 1990s, while coal training
expanded around 1999 and crude oil exports experienced mod-
erate growth (see Figure 1). Unfortunately, in the 2000s, many
American concerns materialised as Russia experienced rapid
economic growth from energy exports, followed by an increase
in both energy nationalisation and military spending.

The 2000s: Putin and Russia’s Repositioning

Early indications of an energy policy shift were espoused by the
first Minister of Fuel and Energy under Putin, Viktor Kalyuzhny.
Complaining about private energy company developments,
Kalyuzhny stated: ‘Why should you suffer because they're pri-
vate companies? My job is to see to it that consumers don’t suf-
fer.The legal status of the companies doesn’t matter to me.They
live and work in Russia’*® While this statement likely appeared
considerate to a post-Soviet audience, it underscored a decided-
ly anti-market position percolating among state officials.

This shift coincided with rapid economic gains from the oil
and gas industry. In 1999-2000, 90 percent of Russia’s GDP
growth resulted from energy exports.?® Initially, Putin pro-
moted liberalisation. Regulatory clarifications and tax code
reforms accelerated foreign interest in Russian energy, at-
tracting a $4 billion investment from ExxonMobil in 2001.2
Over the next few years, the situation rapidly changed.

1 Quoted in Eugene Khartukov, “The Potential for a Russian State Oil
Company: A Critical Analysis of the Russian Oil Business,” 215.

20 Fiona Hill,“Russia: The 21st Century’s Energy Superpower?”
The Brookings Review 20, no. 2 (2002): 28-31,
https://doi.org/10.2307/20081034.

2 Hill, “Russia: The 21st Century’s Energy Superpower?” 28-29.
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In an August 2003 decree on energy policy, Putin noted oil and
gas as the country’s ‘basis of economic development and the
instrument of carrying the internal and external policy’?? This
declaration accompanied two additional major energy develop-
ments in 2003. First was the announcement of a $6.15 billion
investment from BP into the Russian company Tyumen, which
Pravda denounced as an attempt to ‘sell off the motherland,
echoing the Federation Council’s position in 1995 regarding
foreign investment.? 2* This disdain towards liberalisation cul-
minated in the Yukos Affair later that year, pitting an oligarch
with extensive Western connections against the state. While
the Yukos Affair has received extensive scholastic attention,
suffice it to say that Khodorkovsky's prosecution and Yukos’s
expropriation indicated a major victory for Russian statists over
the oligarchs and forces of privatisation. The statists cemented
their position in 2006, granting Gazprom (a state-owned com-
pany) sole permission to export Russian gas.”

Following this consolidation, analysts such as R.G. Gidadhubli
observed that Russia was not only focused on maximising ener-
gy gains, but on using said gains to obtain ‘larger political objec-
tives to regain the country’s power position in the world’? This
shift’s impact on European security materialised that same year.

Many of these concerns dominated the November 2006 EU
summit in Helsinki, which Putin was invited to attend. During
the summit, Central and Eastern European countries clashed
with members such as Germany and France over a proposed
economic partnership agreement with Russia. Eastern mem-
bers were adamant that Russia sign an agreement allowing
free access to Russian pipelines and legal guarantees to
members. This agreement was drafted in response to politi-
cally motivated gas shut offs to Ukraine, Georgia, and Belarus
that same year. While German Chancellor Angela Merkel de-
clared these actions ‘not acceptable’, Russia continued their
EU partnership without signing the agreement.?”

The United States, observing these developments, attempted to
push Europe towards a more assertive response. Prior to NATO's
2006 summit in Riga, Senator Richard Lugar exhorted members
to adopt a resolution promoting energy diversification, noting
Europe’s troubling dependence on external suppliers.?® Judging

22 Putin, quoted in Hashim, “Power-Loss or Power-Transition?
Assessing the Limits of Using the Energy Sector in Reviving Russia’s
Geopolitical Stature,” 268.

23 R.G. Gidadhubli, “Russia: Oil and Politics,” Economic and Political Weekly 38,
no. 21 (2003): 2025-30, http://www.jstor.org/stable/4413593.

24 Heather Timmons, “BP Signs Deal with Russians for Venture in Oil and
Gas,” The New York Times, 27 June, 2003.

2> Andrew C. Hess, “Eurasia and the Geopolitics of Gas,”
The Fletcher Forum of World Affairs 32,no.1 (2008): 83-109,
http://www.jstor.org/stable/45289424.

26 R.G. Gidadhubli, “Oil and Politics in Russia: Tightening Grip on Pipelines,”
Economic and Political Weekly 41, no. 31 (2006): 3358-60, http://www.jstor.
org/stable/4418517.

27 Martin Walker, “Russia v. Europe: The Energy Wars,” World Policy Journal 24,
no.1 (2007): 1-8, http://www.jstor.org/stable/40210064.

8 |da Garibaldi, “NATO and European Energy Security,” American Enter-

prise Institute, no. 1 (2008): 1-6, https://www.aei.org/wp-content/up-
loads/2011/10/20080402_EuONo1_g.pdf?x91208.
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by developments later that year in Helsinki, these concerns
appeared to fall upon deaf ears. Ultimately, individual mem-
bers opted to promote their national interests rather than al-
liance-wide concerns, allowing Putin to employ a ‘divide and
rule’ strategy.?® * Confirming American concerns, Russia lever-
aged this lucrative trade relationship with Europe and the GDP
growth it brought to increase military spending by 40 percent
in 2005, 22 percent in 2006, and again by 29 percent in 2007.3
According to one scholar of EU relations, Russia’s ‘belligerent’
policies towards new and prospective members in the 2000s
led to European ‘scepticism’ regarding continued reliance on
Russian energy, though he conceded that agreement over how
to respond to these issues remained elusive by the end of the
decade.® It would be over a decade before major steps were
taken by the EU to respond to this challenge.

Conclusion

As discussed throughout the paper, Russia’s energy strategy
has evolved from one of peaceful coexistence in the 1990s
to a confrontational and increasingly aggressive approach in
the 2000s. This assertion is rooted in the re-nationalisation
of Russia’s energy industry in the 2000s, as subsequent prof-
its allowed for military revitalisation and increasingly desta-
bilising actions in Eastern Europe continuing to the present.

Nevertheless, several caveats exist. Contrary to American ex-
pectations, Russia has largely limited shut offs to former So-
viet republics and satellite states, while Western and Central
Europe have avoided similar treatment. Conversely, Ameri-
can concerns regarding Russian military rearmament from
energy revenues have proven prescient, particularly under
Putin’s presidency. The final concern, that cooperation would
encourage further aggression is — unfortunately, an unfalsi-
fiable position. As such, the paper does not take a position
on this prediction’s accuracy or lack thereof. While Russia
has pursued an assertive defence policy in Georgia in 2008
and in Ukraine since 2014, the reasons for these interven-
tions are myriad and subject to widespread debate beyond
this paper’s scope. While secure energy relations with Eu-
rope could have emboldened these actions, establishing
causality is precarious at best, since Russia has maintained
a historical sphere of influence in the region for centuries.

Though the EU refrained from comprehensive energy penalties
towards Russia in the 2000s and 2010s (notably excluding en-
ergy from 2014 sanctions), the current intervention in Ukraine
has accelerated high level discussions on source diversification.
On 8 March 2022, the European Commission presented the
proposed REPowerEU plan, which aims to end EU dependence
on Russian energy by 2030.3 After previously downplaying

29 Garibaldi, “NATO and European Energy Security,” 4.

30 Walker, “Russia v. Europe: The Energy Wars,” 4.

31 Hashim, “Power-Loss or Power-Transition? Assessing the Limits of Using
the Energy Sector in Reviving Russia’s Geopolitical Stature,” 265.

32 Filippos Proedrou, “Sensitivity and Vulnerability Shifts and the New Energy
Pattern in the EU-Russia Gas Trade: Prospects for the Near Future,”
Studia Diplomatica 63,n0.1 (2010): 85-104,
http://www.jstor.org/stable/44838606.

%> John Roberts and Julian Bowden,“The EU's Plans to Replace Russian Gas:
Aspiration and Reality,” Atlantic Council, 26 May, 2022.
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American concerns, Western Europe changed course, with the
German finance minister admitting that dependence on Rus-
sian energy ‘was a mistake’* Crucially, many obstacles remain
for Europe to end this dependency, while Russian companies
are planning around these developments. In the 2010s, Putin
began openly discussing shifting exports towards Asia as a re-
sponse to energy security challenges with Europe.*® Simulta-
neously, the EU is negotiating with Qatar, Algeria, the United
States, Norway, and the Netherlands among others to act as
potential substitutes to Russian energy. These adjustments will
take time and extensive resources for each side to complete.*

As noted in this analysis, Russian usage of energy for politi-
cal purposes has developed over decades, peaking after the
nationalisation of the oil and gas industry under Vladimir
Putin. Crucially, this militarisation and geopolitical energy
posturing was largely absent during the middle and late
1990s, indicating a policy shift in the 2000s. This understand-
ing should guide future interactions between the two trade
partners. While EU energy diversification remains a prudent
objective, members must remember that Russian behaviour
is malleable and may shift in the long term. Reciprocating
escalatory or de-escalatory behaviour sends a message that
the EU is willing to cooperate if Russia promotes a mutual-
ly beneficial partnership and respects its members’ security
interests. This approach harbours no illusions about current
events but provides an exit ramp for a return to peaceful
coexistence if de-escalatory actions occur.

** Linder, quoted in Melissa Eddy, “Why Germany Can't Just Pull the Plug on
Russian Energy,” The New York Times, 5 April, 2022.

%5 Ralf Dickel et al., Reducing European Dependence on Russian Gas
(The Oxford Institute for Energy Studies, 2014), 87, https://doi.
0rg/10.26889/9781784670146.

%6 Roberts and Bowden, “The EU's Plans to Replace Russian Gas:
Aspiration and Reality”.
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ANALYSIS

THE REAL THREAT
TO RUSSIA'S ENERGY STRATEGY

lan Parmeter

Abstract:

Energy revenues underpin the Russian state budget, and oil and gas are its most important export commodities. Russia rightly sees ener-
gy as a strategic resource to be managed - as set out in several public policy documents. Europe has been Russia’s most important energy
market over the past two decades, facilitated by pipeline deliveries of natural gas. Given that its relations with the West were adversarial
even before the Ukraine conflict, Russia has been seeking to increase its access to the Asian energy market. Gulf energy producers are

its competitors in that market. However, at the same time, Russia needs to cooperate with them, Saudi Arabia in particular, to determine
production and pricing levels that provide both with maximum benefit - hence Russia’s membership of OPEC+. Russia also wants to
encourage Gulf sovereign wealth funds to invest in major gas projects in its Arctic north. Western sanctions on Russia over the conflict in
Ukraine and Russia’s restriction of natural gas supply to Europe in retaliation complicate that strategy. For now, high prices compensate
Russia for reduced energy exports. However, as Europe adjusts to alternative sources of energy supply, Russia risks losing a valuable gas
market in Europe within three to four years with no easy means of sending the stranded gas to other markets when that happens.

Keywords: energy, Gulf Cooperation Council (GCC), Iran, Joe Biden, liquified natural gas (LNG), natural gas, oil, Russia, sanctions, Saudi
Arabia, United Arab Emirates (UAE), United States (US), Vladimir Putin

PeanbHas yrposa sHepreTuyeckoi crparermn Poccum

AHHoTaums: [Joxoabl OT 3HEpreTMKM COCTABASIOT OCHOBY POCCUMICKOTO roCYAapCTBEHHOIO BHOKETa, @ HedTb U ra3 SBISIOTCS ee
BaXKHEMLUMMM IKCMOPTHIMM TOBapaMu. Poccus cnpaBefnnBO paccMaTpMBAET IHEPTETUKY KaK CTpaTErMUYecKuii pecypc, KOTOpbiM
Heobxo4MMO ynpaBnsTb — 06 3TOM rOBOPUTCS B HECKOJIbKUX LOKYMEHTAX, MOCBSALLEHHbIX FOCYAAaPCTBEHHOM nonutuke. B nocnenHue
[Ba pecstunetus EBpona 6bina BaKHEMLWMM IHEPreTUYECKMM pPbIHKOM s Poccum, yeMy cnocobcTBOBasM NOCTaBKU NPUPOAHOTO

rasa no razonpoBofaMm. YUMTbIBas, YTO ee OTHOLIEeHMS ¢ 3anafoM elle A0 KOHGAUKTA Ha YKpauHe Bbiin KOHOPOHTaLMOHHbIMU, Poccus
CTpeMMnach pacMpuTb CBOM JOCTYN K a3MAaTCKOMY SHEPreTMYeCcKOMY pbiHKY. JHEPreTUYeckune KoMnaHum ctTpaH Mepcuackoro 3anumBea
SBNSIOTCS ee KOHKYPEeHTaMM Ha 3TOM pbiHKe. Ho B To e Bpems Poccum Heo6xoaMMO COTpyaHMYATL C HUMK, B 4acTHOCTM ¢ CayaoBCKOM
ApaBueit, 4Tobbl onpenensTb Takue ypoBHU J06bIYM U LLeHO0BPa30BaHMe, KOTOPbIE MPUHECYT MAaKCUMMasbHYIO Bbirogy 06€MM CTpaHaM.
3TnM 1 obycnaenmeaeTcs YneHcTBo Poccum B OMNEK+. Poccus Takke xoueT nobyanTb cyBepeHHble GoHAbI CTpaH lNepcuackoro 3anumea
MHBECTMPOBATb B KPYMHbIE ra30Bble MPOEKTbl Ha ceBepe ApKTUKU. 3anaAHble CAaHKLMU B OTHOLWEHUM Poccuu B CBS3M C KOHDAMKTOM Ha
YkpauHe u orpaHuyenmne Poccrelt nocTaBok NpMpoAHOro rasa B EBpony B KauecTBe OTBETHOW pPeakLMK YCIOXHSIOT AAHHYH CTPaTeruio.
lMoka BbICOKME LieHbl HA IHEPTOHOCKUTENM KOMMNEHCUPYHOT Poccmm cokpalleHue akcnopTa 3Hepropecypcos. Ho no Mepe Toro, kak EBpona
npucnocabnmMBaeTcs K anbTepHATUBHbIM UCTOYHMKAM 3HEPruu, Poccus puckyeT noTepsTh LEHHBIM ra30Bbli pbIHOK B EBpone B TeueHue
Tpex-4YeTbIpex NIET, TPKU 3TOM HE UMest MPOCTbIX CMOCOBOB HAaNPaBUTb BbICBOOOAMBLUMIACS a3 Ha Apyr1e pbiHKKU, KOTAA 3TO MPOM30MaET.

KntoueBble cnosa: Bnagumup MyTuH, ko bapeH, UpaH, HedTtb, O6beanHeHHble Apabckue Smupatsl (OA3), npupoaHbii ras, Poccus, caHkumy,
CaynoBckas ApaBus, OKdKeHHbIM NnpupoaHblii ras (CMI), CoseT cotpyaHuyecta cTpaH MNepcuackoro 3anusa (CCAIMI3), CLUA, sHepreTvka

Introduction: Russia’s Economic Dependence on Energy
Russia has been called a house built on hydrocarbons. Less
kindly, the late US Senator John McCain once described it as
a gas station masquerading as a country.

Obviously, neither comment is strictly fair. As a resource rich

country, Russia exports other raw materials, including wheat.

* Burgess Everett, “McCain: Russia is a ‘gas station”, Politico, 26 March 2014.

With its arable land expanding with global warming, Rus-
sia is the world’s largest wheat exporter.? It is also the
world’s second largest exporter of arms, with only the US

2 See for example: Jeremy Deaton, “Putin is Turning Russia into an Agricul-
tural Powerhouse. Climate Change Could Help”, Nexus Media News, 10 June
2016.This report quotes a 2011 study reported in ScienceDaily
(www.sciencedaily.com) that climate change would add more than
400,000 square miles of potential farmland to Russia — an area more than
twice the size of California.



20

surpassing it.> Nevertheless, oil and gas are its economic
mainstay.

Following the 1991 dissolution of the Soviet Union and its
centrally planned and inefficient economy, Russia lurched
from crisis to crisis for a decade. Hyperinflation was rampant
during the years of Boris Yeltsin’s erratic presidency (1991-
99), which involved an abrupt shift to a market economy that
most Russians were ill-prepared for. Vladimir Putin’s acces-
sion to the presidency in 2000 saw a degree of stabilisation
of the economy due partly to his superior administrative
skills but, more importantly, to a fortuitous rise in the global
oil price, which dramatically boosted state coffers. Even so, it
wasn'’t until 2007 that Russia’s GDP regained its 1990 level.*

Energy revenues including oil, petroleum products and gas
underpin the Russian state budget, amounting to almost
40% of overall revenue depending on market fluctuations.®
When energy prices have declined, as they did in 2015-17
following Saudi Arabian oil production increases aimed at
hurting Iran, the impact on Russia’s budget has been felt
immediately in reduced export earnings.® Moreover, ener-
gy revenues have provided an important economic cushion
that enabled Russia to deal with initial Western sanctions
imposed in 2014 when Russia annexed Crimea and started
supporting pro-Russian separatists in eastern Ukraine.

Oil and gas are also Russia’s most important export com-
modities, representing over 60% of the total value of Russian
exports.” That makes energy a strategic resource for Russia,
which correspondingly requires a clear strategy to manage it.

Russia’s Energy Strategy

Russia’s energy policies are anchored within its overall stra-
tegic focus. A RAND study in 20178 found that the Russian
government’s strategic goals comprised:

e Defence of the nation and the government

e Increasing Russian influence in its near abroad comprised
mainly of former Soviet states on Russia’s periphery

e Creating conditions that would limit other states’ ability
to interfere in Russia’s domestic affairs

e Strengthening the perception, both globally and do-
mestically, that Russia is a great power

> Stockholm International Peace Research Institute (SIPRI) Arms Transfer
Database. www.sipri.org

4 “Russia’s Economy under Vladimir Putin, Achievements and Failures’,
RIA Novosti, 1 March 2008.

> Russian Finance Ministry, quoted in RussiaMatters,
Belfer Center for Science and International Affairs, Harvard Kennedy
School, www.russiamatters.org . See also OECD, “Inventory of Support
Measures for Fossil Fuels: Country Note. Russian Federation”,
13 January 2022 www.oecd.org/fossil-fuels/.

¢ Paul Roderick Gregory, “A Russian Crisis with no End in Sight,
Thanks to Low Oil Prices and Sanctions”, Forbes, 14 May 2015.

7 OECD,“Fossil Fuel Support. Country Note. Russian Federation”,
www.oecd.org/fossil-fuels/.

& Andrew Radin, Clint Reach, “Russian Views of the International Order”,
RAND Research Report RR-1826-0SD, 2017.

e Political and economic cooperation with other great
powers as an equal partner when that serves Russia’s
interests.

In this context, the Russian administration’s formal energy,
security and foreign policy statements or doctrines pub-
lished since 2000 show its growing focus on Russia’s re-
sources as a key strategic asset. These documents include:

e The 2003 Energy Strategy of Russia through 2020
e The 2012 Energy Security Doctrine

e The 2015 National Security Concept

e The 2016 Foreign Policy Concept

In May 2019, President Putin issued an Update to Russia’s
Energy Security Doctrine,’ replacing the 2012 Doctrine. This
reflected the reality that Russia faced significant headwinds
in maintaining and expanding its position as a major player
in the global energy market as a result of Western sanctions
against Russia and growing US pressure on Germany and
other European states to abandon the Nord Stream Il off-
shore natural gas pipeline announced in 2015 and planned
to run parallel to Nord Stream | from Vyborg, Russia, to
Greifswald, Germany.

Germany has now suspended the start of operations of the sec-
ond pipeline as a consequence of what Russia calls its ‘special
military operation’in Ukraine begun in February this year.

The subtext of the updated doctrine was that the era of
low-hanging fruit in the Russian resources sector such as eas-
ily and cheaply extractable energy in relatively warm parts of
Russia was over. Exploiting new fields would require greater
investment in new technologies in particular the development
of indigenous LNG capacity in Russia’s harsh northern climate.

The latest planning document is Energy Strategy 2035 (ES-
2035),%issued in April 2020. It was approved by Prime Minis-
ter Mikhail Mishustin, rather than President Putin, suggesting
the document is subordinate to the 2019 Update and should
be read as explanatory to it. It sets out several largely aspira-
tional objectives to be achieved in this period. These include:

e Modernising Russia’s fuel and energy complex (FEC)

e Completion of two LNG clusters in the Yamal and Gyda
peninsulas on Russia’s northern coastline

e Developing in-country production of hydrogen and he-
lium in order to become a global leader in the hydrogen
economy

e Opening up the northern sea route to Asia for year-
round export of LNG

e Digital transformation of the FEC including increasing
the role of artificial intelligence technology (Al).

 Government of the Russian Federation, Update to Energy Security
Doctrine of the Russian Federation, adopted by Executive Order of the
President of the Russian Federation, 13 May 2019.

10 Ministry of Energy of the Russian Federation,
https://minenergo.gov.ru/node/1026.
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The document has been criticised by many including by a
leading energy expert within Russia for its vagueness and
lack of solutions to the challenges identified.*

Russia’s Tilt to the Asian Energy Market

What is evident in the documents published in the past de-
cade is the Putin administration’s realisation that Russian
energy exports to China and the rest of Asia are significantly
underdeveloped. The BP Statistical Review of World Energy,
published in June 2019'? starkly set out the problem Rus-
sia needed to address in its 2019 Update. These statistics
are drawn on those published that year because those from
the two subsequent years were distorted by the impact of
Covid-19:

In 2018, 34 percent of Russian oil exports went to Asia.
These were mainly to China, but this amounted to only 8
percent of total Asian oil imports.

e In 2018, 16.2 percent of Russia’s export of petroleum
products went to Asia, but this was only 6 percent of the
region’s total imports of these products.

e The role of Russian natural gas in Asia was minor, de-
spite the fact that Russia has nearly 20 percent of global
reserves of natural gas. Asian gas consumption at 825
billion cubic metres (bcm) per year is huge - almost
twice as high as Russia’s domestic consumption. How-
ever, in 2018 Russia supplied only 2 percent of this de-
mand (17.2 bcm) through LNG from a relatively small
production facility in Sakhalin off Russia’s Pacific coast.

Increased Russian access to the Asian market would serve
several strategic goals:

¢ Reduce Russian dependence on the European energy
market, which, apart from sanctioning Russia, is looking
to decrease its fossil fuel use and increase reliance on
green energy solutions

e Reduce Russia’s exposure to EU regulatory, market and
economic power

e Encourage Asian energy partners to become involved in
investment and risk-sharing in developing Russia’s en-
ergy resources

e That in turn would reduce Russian need for funding
and technology transfer from the US and other Western
states, which is a shift now even more important to Rus-
sia as a result of sanctions.

Another important element in the Asian energy equation is
that Asian energy markets are expected to grow faster than
their European counterparts in coming years. A bonus from
Russia’s perspective is that Asian policymakers are expected
to be less prone to influence from climate concerns in de-
signing and implementing their energy policies.

11 “Interview with Dr Mikhail Krutikhin”, ENERPO Journal, Vol 9 / Issue 1 / July
2021; see also Sergey Sukhankin, “Russia’s Energy Strategy 2035:
A Breakthrough or Another Impasse?”, Eurasia Daily Monitor, The James-
town Foundation, 2 June 2020.

12 BP, Statistical Review of World Energy, June 2019.
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Such energy planning should be seen in the context of Rus-
sia’s broader strategy in the Asian setting and in relation
to its wider foreign policy goals. As Russia scholar Bobo Lo
has convincingly argued, this is to build strategic partner-
ships with a number of countries in Asia, which in turn will
strengthen multipolarity of the global system, thus diluting
US influence in global affairs.!?

In that context, South Korea in the past decade has been an
important economic partner and supplier of some techno-
logical solutions that are important for Russian access to
the Asian market. It has been building for Russia a fleet of
ice-class LNG tankers to serve Russian Arctic LNG terminals
in the Yamal Peninsula region, thus facilitating year-long
export of Russian LNG along the northern sea route to Asia.
That sale is likely now blocked by Western sanctions im-
posed on Russia this year, which South Korea has undertak-
en to observe. This development could seriously delay the
Yamal project.'*

Japan is another important market for Russian oil and gas. It
imports 7% of its oil and 10% of its LNG from Russia, which
is the bulk of gas from the LNG facility in Sakhalin.’® For
now, Japan will follow the Europeans in continuing its ener-
gy arrangement with Russia, but Russian-Japanese relations
are limited by the still-unresolved Kuril Islands dispute. A
further issue is that the Tokyo government is a staunch sup-
porter of the US presence in Asia because Japan is depen-
dent on the US for protection against North Korea and Chi-
na.Japan will thus be vulnerable to additional US pressure
to limit economic ties with Russia.

China is undoubtedly Russia’s most important strategic Asian
partner in terms of President Putin’s geostrategic aims, with
China given additional prominence by their ‘no limits’ part-
nership agreement in February this year. China is also the
most promising market for Russian energy exports and a po-
tential partner in developing Russian hydrocarbon resources.

China, as the world’s largest gas importer, had LNG imports
of 93 bcm and pipeline gas imports of 48 bcm in 2020 -
totalling 141 bcm, according to a Forbes analysis.'® That's
about a fifth of overall Asian gas demand. Moreover, China’s
gas demand is expected to grow by 5.5% per annum until
2030 and could reach 660 bcm by 2050, particularly as gas
fits into China’s strategies to diversify its coal-dominated en-
ergy mix and pursuit of lower-carbon development.?’

3 Bobo Lo, Russia and the New World Disorder,
(London, Chatham House, 2015), p. 135.

* Heiner Kubny,“Is it Getting Dark Around Russia’s Gas Ambitions?”, Polar
Journal, 8 April 2022; see also Jung Min-hee, “South Korean Shipbuilders
Exposed to Russia-related Risks’, Business Korea, 26 July 2022.

15 Minami, Ryo (2016), “Energy Relationship between Japan and Russia’,
Paper presented to 7t Japan-Russia Energy and Environment Dialogue
in Niigata. Minami at the time was Director, Petroleum and Natural Gas
Division, Agency for Natural Resources and Energy, Ministry of Economy,
Trade and Industry, Japan.

6 “The future of China’s gas demand”, Forbes, 22 September 2021.
7 Ibid.
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Russia covets a major share of this market. Its natural gas ex-
ports potentially received a significant boost when the ‘Power
of Siberia’ pipeline supplying gas from central Russia to China
came on stream in late 2019. The capacity of the pipeline is 38
bcm per year, which is planned to be boosted by a further 50
bcm when a second pipeline, Power of Siberia 2;is completed by
2031."8 However, flow through the ‘Power of Siberia 1’ pipeline
is growing slowly and was only 3.84 bcm in 2020, according to
Gazprom figures.’ Gazprom has said this flow increased in 2021
but at time of writing had not announced a figure for that year.

A Moscow-based energy analyst, Mikhail Krutikhin, has cast
doubt on the viability of the ‘Power of Siberia’ pipeline proj-
ects. He claims the gas is being sold to China at below cost,
reducing Gazprom’s commercial incentive to supply gas to
China through it. Rather, the purpose of the project is political
in order to support Russia’s ambition in boosting political and
economic ties with China.An additional purpose, according to
the analyst, is to benefit Russian oligarch interests associated
with construction of the project. He quotes Chinese sources
as doubting that the 38 bcm pipeline capacity will be reached
by 2025, which would lead China to charge Gazprom penal-
ties for failure to fulfil contractual obligations.?°

These may be temporary setbacks. The bottom line is that
full exploitation of the Asian gas market potential will re-
quire significant expansion of Russia’s LNG capacity and
opening up its Arctic gas fields.

Arctic LNG

Russia’s Energy Ministry estimates total gas in Russia’s Arctic
region at about 210 trillion cubic metres, which is over 70%
of Russia’s total natural gas reserves.?* Russia’s problem is that
these resources, mainly off the Yamal Peninsula, are more than
5,000 km away from key markets in Asia. Constructing a pipe-
line would be hugely expensive?> and would obviously take
time, given the harsh terrain. So, Russia’s optimal solution is to
convert the gas to LNG and invest in extensive LNG shipping
capacity to convey the gas eastwards along its northern coast
to the Pacific and then to Asian importers. As a consequence
of warming global temperatures, Russia was planning in 2021
to begin year-round shipping via its northern sea route within
the following two years.”* A nuclear-powered ice breaker was
reported this year to have led the passage of a non-ice breaker
LNG vessel though the northern sea route in the early north-
ern summer.2* That's a start, but the overall project has been

8 “New Route, New Strategic Opportunities’, www.ihsmarkit.com, 16 July 2020.

9 “Power of Siberia’s First Year: Reliable Operation, Increased Supplies,
Above-target Amounts’, Gazprom media release, 2 December 2020.

20 “Interview with Dr Mikhail Krutikhin” ENERPO Journal, Vol 9 / Issue 1 /
July 2021.

2t “Russia Eyes Greater Energy Dominance with Arctic LNG Push’,

Moscow Times, 8 April 2019.

22 Dr Mikhail Krutikhin estimates the cost at $100 billion: “Interview with Dr
Mikhail Krutikhin”, op cit.

% “Russia is Planning for Year-round Shipping on the Northern Sea Route by
2022 or 2023, High North News, 12 October 2021 www.highnorthnews.
com.

2+ Atle Staalesen, “As Russia Turns Towards Asia, this Year’s First Vessel Heads
East on Northern Sea Route”, The Barents Observer, 17 June 2022.

planned with the South Korean ice-class tankers, now unavail-
able because of sanctions.

The freezing Yamal environment, with gas needing to be ex-
tracted in temperatures as low as minus 56 degrees Celsius,
requires special techniques for infrastructure construction in
permafrost areas. The other side of this coin is that the loca-
tion has a competitive advantage compared with less frozen
environments: the lower temperatures make LNG conversion
costs cheaper because less energy is needed to chill the gas.

The Russian energy company Novatek, the main shareholder in
the Yamal LNG project, claims Russia can be the world’s fourth
largest LNG exporter - after the US, Qatar and Australia — by
2030.% However, Russia can’t finance this development by it-
self. It needs external partners. With Western investors barred
by sanctions, this is where the Gulf Arab states come in.

Russia and the Gulf

Russian-Gulf relations have developed gradually over the
past 30 years. In the 1990s, with the Soviet intervention in
Afghanistan, which had spurred Gulf Arab states to finance
the anti-Soviet mujahidin, ended and the Soviet Union with
its doctrinal atheism consigned to history, Moscow sought to
reach out to Gulf Arab oil states. Russian hopes they would
invest in Russia were initially disappointed. Unsurprisingly,
Gulf Arab states were deterred by Russia’s political instabil-
ity and lack of a clear legal framework.

There was consequently little cooperation between Russia
and OPEC. Saudi Arabia, the dominant OPEC member, had
different priorities to Russia’s. The Saudi aim was to maintain
oil prices, and it could afford to reduce production and ex-
ports to achieve this. Russia’s economic difficulties after the
Soviet collapse meant it could not afford to restrict produc-
tion. So, Russia and OPEC often competed for markets, and
their production and pricing policies did not always align.

Differences in economic priorities were periodically exac-
erbated by political tensions. Saudi Arabia and other Gulf
Arab states, along with private Gulf sponsors, were report-
ed to have funded Islamist groups in Russia’s volatile north
Caucasus. According to a US State Department estimate,
between 1997 and 1999 charitable’ organisations based in
the Gulf Arab states allocated more than $100 million to
support Chechen separatists.?®

As the 2000s progressed, these tensions moderated at
the governmental level. In particular, the Saudi monarchy
showed restraint on the Chechen issue and declared it
would not interfere in Russia’s internal affairs. This was later
reciprocated by Russian actions such as its refusal to join
international criticism of Saudi Crown Prince Mohammad
bin Salman (MBS) over the murder of Saudi journalist Jamal
Khashoggi in 2018.

% “Russia Eyes Greater Energy Dominance with Arctic LNG Push”,
Moscow Times, 8 April 2019.

2 Alexey Vasiliev, Russia’s Middle East Policy - From Lenin to Putin,
(New York, Routledge, 2018) - accessed via Kindle.
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A further potential source of friction has been that Russia’s
Middle East strategy under President Putin has involved cul-
tivating relations with all parties in the Middle East, rather
than taking sides. That does not mean Russia has a grand
strategy in the Middle East, but rather it has a developing,
and frankly opportunistic, one.”

The Russian President has good personal relations with
leaders of all major states in the Middle East: Israeli, Turkish
and Iranian, as well as Arab. That’s a significant achievement,
but the corollary is that Russia has difficulty in being a best
friend of any of them apart from Syria and Iran, which the
rest of Middle East regard in pariah terms. Even the Rus-
sian-lranian relationship has its frictions despite their com-
mon interest in ensuring Syrian President Bashar al-Assad’s
survival. | argue in a separate analysis that the Moscow-Teh-
ran relationship is tactical on Russia’s part, despite Iranian
interest in making it a strategic one.?

For the most part, the Gulf Arab states have remained loyal
to the US as their major external partner, but there have
been periods of coolness:

¢ Inthe aftermath of the 9/11 attacks, in which Saudi na-
tionals were involved

e Asaresult of the US’s poor handling of the Iraq war

e During the presidency of Barak Obama from 2009 to
2017, whom the Saudis and other Arab states found
carping and intrusive in relation to human rights

e Following the Iranian nuclear deal (Joint Comprehen-
sive Plan of Action) in 2015, which Riyadh in particular
feared might presage US accommodation with Tehran
at Saudi expense.

All this gave Saudi Arabia and other Gulf Arab states reason
to be receptive to President Putin’s outreach to them during
Obama’s presidency although the Russian leader seemed to
understand that their friendliness towards him was at least
in part a tactic to prod Washington to pay greater attention to
their concerns.?? Riyadh has accepted Russia’s attempts to get
closer to the global Muslim community, even agreeing to Rus-
sia being granted observer status at the Organisation of Is-
lamic Cooperation (OIC), which is comprised of 57 states and
regarded as the primary collective voice of the Islamic world.

Saudi irritation over closer Russia-Israel ties has eased in
recent years because Saudi Arabia and Israel have a similar
interest in opposing Iran. Russia’s closeness to Iran is poten-

7 This argument is set out in detail by Dmitri Trenin, What is Russia up to in
the Middle East? (Cambridge, Polity Press, 2018) 134.

28 | set this out in detail in a presentation to the Biennial Conference of the
Australasian Association for Communist and Post-Communist Studies, at
Griffith University, Brisbane, in January 2019. See lan Parmeter, “Russia’s
Growing Relationship with Iran: Strategic or Tactical?’,in 30 Years After
the Fall of the Berlin Wall: Trends and the Current State of Communism and
Post-Communism in Europe and Asia, ed. Alexandr Akimov and Gennadi
Kazakevitch, (Singapore, Springer, 2020), 139-150.

2 This was a comment made to the author by several Russian academics
and journalists at meetings with the author in Moscow in September-
October 2015.
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tially a plus for GCC states, as that provides opportunities
for Russia to mediate between Tehran and its regional op-
ponents — something the US cannot do. One known example
of Russian activity in this regard has been to soothe frictions
between Israel and Iran in Syria.*® Additionally, President
Putin sensibly avoided taking sides in the dispute between
Saudi Arabia, the UAE, Bahrain and Egypt on the one hand
and Qatar on the other from 2017 to 2021.

These developing ties have been boosted by regular recipro-
cal visits between senior Gulf Arab and Russian government
figures. That included a 2017 visit to Moscow by Saudi King
Salman (who rarely travels abroad), with President Putin vis-
iting Riyadh and Abu Dhabi in October 2019. In July this year,
Putin made a rare visit to Tehran to meet Iran’s President
Raisi and Turkish President Erdogan. Both are being helpful
to Russia in different ways over the Ukraine conflict with Iran
promising to supply drones to Russia, and Turkey, though a
NATO member, refusing to join Western sanctions on Russia.

Cooperation on Oil and Gas Beyond OPEC+

Russian-Gulf energy relations are driven by a common in-
terest in monetising the value of their oil and gas resources
in a world that increasingly privileges low-carbon energy.>
Importantly, hydrocarbon revenues sustain prosperity and
social peace in Russia and the Gulf states and, in theory, un-
derwrite economic diversification programs in these coun-
tries for a post-hydrocarbon era.

Obviously, Russia and the Gulf states are competitors in the
global resources market. In particular, both sides recognise
the huge and growing importance of Asian energy needs. At
the same time, they understand that growth in global energy
sources, including from renewables and US fracking, poten-
tially reduces international demand for Russian and Gulf hy-
drocarbon exports.>2 They accordingly risk being played off
against each other, and against the US, by China and other
major energy importers. Russia and Gulf energy producers
therefore have an obvious interest in cooperation in order
to manage production and pricing levels to their mutual ad-
vantage. Can they do it?

Saudi Arabia is reported to have asked Russia several times
to join OPEC. Russia has always declined, though it has ac-
cepted observer status. Igor Sechin, CEO of Russia’s primary
oil conglomerate, Rosneft, said in 2015 that Moscow’s rea-
son for not joining the cartel was that Russia’s oil industry
was largely privatised. That meant that its oil companies
were not strictly under Russian government control. Accord-
ingly, the government could not ratchet oil production up
and down as OPEC might direct.>

30 “Russia Reassures Israel over Iranian Presence in Syria - Report”,
Times of Israel, 12 September 2017.

31 This common interest is set out in detail by Li-Chen Sim,“Moscow’s New
Strategy in the Gulf”, www.AboutEnergy.com, 27 August 2019.

32 As set out in the 2019 Update to Energy Security Doctrine of the Russian
Federation, noted above.

%% Rich Smith, “Why isn’t Russia Part of OPEC?”, The Motley Fool,
29 March 2017.
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That argument seems specious, as the Russian administra-
tion has not hesitated to intervene in the affairs of Russian
oil companies when that has suited it such as when it direct-
ed that the Yukos oil company be sold in 2004 to pay for an
alleged tax debt, enabling Yukos to be eventually taken over
by Rosneft. The real reason for Russia’s not joining OPEC is
probably that Russia sees itself as a superpower comparable
to the US and will stay out of the cartel while the US does.
This is in line with a comment by President Putin in 2007
that Russia is a great power and has always been ‘privileged
to carry out an independent foreign policy’** Moreover, giv-
en the importance of petroleum-related revenues to the
Russian state budget making oil and gas earnings critical
to funding the Russian military, Moscow would not want to
put national security in the hands of an external committee.

That said, in the past decade, Russia has increasingly co-
ordinated oil policy with OPEC. The trigger for Moscow’s
more hands-on approach to oil price management appears
to have been Saudi Arabia’s production boost in 2014, noted
above. The global oil price plummeted from $93 per barrel
that year to $48 in 2015. Russia’s economy suffered sub-
stantial collateral damage, with GDP growth falling by 3.7
percent in 2015, according to World Bank data.*

In October 2016, Russia played a key role in brokering a
joint agreement by OPEC and non-OPEC producers to re-
duce oil production by 1.8 mbd - the OPEC+ arrangement.
That agreement boosted the global oil price to $71 in Janu-
ary 2020, just before Covid-19 struck.*® An indication of how
important this agreement is to Russia is that Putin phoned
MBS after drone attacks on Saudi oil facilities in September
2019, generally attributed to Iran, to assure him that Rus-
sia would not take advantage of the temporary reduction
in Saudi oil processing capacity to boost Russia’s exports.?”

In relation to gas, Russia helped establish and has promot-
ed cooperation within the Gas Exporting Countries Forum
(GECF), which is comprised of 11 of the world’s leading nat-
ural gas producers: Algeria, Bolivia, Egypt, Equatorial Guinea,
Iran, Libya, Nigeria, Qatar, Russia, Trinidad and Tobago, and
Venezuela. Established in 2001, the GECF has its Executive
Office and a Secretariat in Doha. The aim of the GECF is to
foster the concept of mutuality of interests by favouring dia-
logue among producers, between producers and consumers,
and between governments and energy-related industries,
thereby ensuring a stable gas market. Russia seems to have
hoped that this would become a ‘gas OPEC’® but the GECF
has remained a consultative forum and does not seek to reg-
ulate production and prices.

** Vasiliev, Russia’s Middle East Policy.

3% “Russia Economic Report 35: The Long Road to Recovery’,
World Bank www.worldbank.org.

36 Crude Oil Prices - 70 Year Historical Chart, www.MacroTrends.net.

7 Alexey Khlebnikov, “What Does the Saudi Oil Facility Attack Mean for
Russia?’, Middle East International, 24 September 2019, www.mei.edu.

%8 “Gas-OPEC: a Distraction from Important Issues of Russian Gas Supply
to Europe”, Oxford Energy Comment, Oxford Institute for Energy Studies,
February 2007.

On broad energy issues, Russia and Saudi Arabia compete
vigorously for the China oil import market. In 2016, Russia
replaced Saudi Arabia as China’s top oil supplier, thanks to
construction of an oil pipeline to China and an oil-for-loans
arrangement.* To regain its former supremacy, Saudi Arabia
started a program of acquiring stakes in China’s privately
owned refineries that had been purchasing Russian crude.
Riyadh’s obvious aim was to switch them to Saudi oil. By
2020, Saudi Arabia was marginally ahead of Russia in the
China oil import market, supplying 15.9% of China’s demand
compared with 15.5% provided by Russia. That changed this
year as Western states sanctioned Russia.** China helpfully
ramped up its crude oil imports from Russia to 8.42 million
tons in May, a 55% rise from a year ago, putting its Russian
imports well ahead of Saudi Arabia’s. China’s motive was not
entirely altruistic, as it was also taking advantage of Rus-
sian discounts aimed at boosting oil sales to compensate for
Western sanctions.*

Attracting Investment

In terms of financial cooperation, Saudi Arabia has been re-
ported to be considering purchasing a stake in Russia’s Arctic
LNG-2 plant in Yamal.*? This reflects Saudi analysis that gas-
fired power plants will increasingly become the preferred
baseload source of power globally because they are able to
quickly balance out variable output from renewable energy
sources - solar and wind.** But at time of writing nothing
definite about a Saudi stake has been announced.

Moscow has had some success in attracting other Gulf Arab
investment into Russian energy projects. In 2018, Abu Dha-
bi’s sovereign wealth fund purchased a 44 percent stake in
Russia’s Gazpromneft-Vostok, Gazprom’s eastern Russia sub-
sidiary.* For Abu Dhabi, the attractiveness of the investment
is that some of the fields owned by Gazpromneft-Vostok feed
into the east Siberian pipeline that delivers oil to China.

In 2017, the Qatar Investment Authority, Qatar’s sovereign
wealth fund, bought 19 percent of Rosneft’s privatisation
portfolio - a major investment of $11.3 billion. The pur-
chase is for upstream projects such as the development of
new underground and underwater energy sources, logistics
and global trading in the energy sector.*

% “Russia Now Biggest Crude Supplier to China”, The Maritime Executive,
14 November 2017.

40 “Top 15 Crude Oil Suppliers to China”, World’s Top Exports,July 2021,
www.worldstopexports.com; “Saudi Arabia Shifts Strategy in China to
Boost Oil Sales”, Reuters, 14 March 2019.

4 “Sanctioned Russia Becomes China’s Main Source of Oil, Customs Data
Show”, Agence France-Presse, 23 June 2022.

42 “Saudi Arabia is the Dark Horse in Race for Arctic Natural Gas Riches”,
Radio Canada International, quoted in Eye on the Arctic, 13 May 2019.

4 Saudi Aramco CEO Amin Nasser, quoted in “Middle East Gas Outlook Could
be Lift for US LNG Developers”, S&P Global Market Intelligence,

2 March 2021.

4 “Mubadala, RDIF Acquire Stake in Gazpromneft-Vostok to Develop Siberian
Qil Fields”, NS Energy, 6 September 2018.

4 Theodore Karasik, “Why is Qatar Investing So Much in Russia?’,
Middle East International, 8 March 2017.



ENERPO Journal,
Vol. 10, December 2022

Russia’s Energy Strategy under Sanctions

The impact of sanctions on Russia’s economy is difficult to
gauge with accuracy. Published Russian statistics including
those relating to exports and imports, capital inflows and
outflows, and financial statements of major companies ap-
pear to be selective.*® Also, under the guidance of Elvira Na-
biullina, the astute head of Russia’s Central Bank, the rouble
has remained firm. She has done this through stratagems that
have included requiring European importers of Russian ener-
gy products to pay in roubles and capital controls that make it
effectively impossible for Russians to purchase dollars legally.

With oil and gas prices inflated by reduced supply as a result
of sanctions, Russia has been able to sell oil at a discount
to willing buyers such as China and India while still appar-
ently making significant profits on production costs. More-
over, in reaction to sanctions, Russia has restricted supply of
gas to Europe, with gas prices soaring in consequence and
again with apparent benefit to Russia’s economic bottom
line. Overall, in the six months since the start of the Ukraine
conflict in February this year, about $1 billion per day has
reportedly been flowing into Russia from its energy sales
according to various estimates.*’

The July World Economic Outlook Update published by the
IMF provides an independent account of the state of Rus-
sia’s economy. It notes that Russia’s performance has not
been as dire as the IMF* forecast in April - a GDP contrac-
tion of 8.5% in 2022 - but assesses that growth will still de-
cline by 6% this year and by 3.5% in 2023.The Economist In-
telligence Unit (EIU) is more pessimistic.* It acknowledges
that the Russian economy held up ‘surprisingly well’ at first
against Western sanctions, but estimates that by the end of
2022 it will have suffered a 10% contraction. By comparison,
the EIU notes that Ukraine’s economy is expected to perform
far worse with a decline of 45% this year, unsurprisingly giv-
en the devastation there according to World Bank estimates.

This pain is obviously shared across all the major economies
and not only because of the Ukraine conflict but also the down-
turn in China, reflecting Covid-19 outbreaks and lockdowns,
and higher than expected inflation worldwide, especially in the
US and Europe. The IMF expects world output to slow from
6.1% in 2021 to 3.2% this year.>® However, Russia will be the
only G20 country experiencing negative growth, with all other
advanced economies, though suffering in varying degrees, still
in positive growth territory, according to the IMF.

4 See claims by Yale University academics Jeffrey Sonnenfeld and Steven
Tian, “Actually, the Russian Economy is Imploding”, Foreign Policy, 22 July
2022; and their detailed analysis “Business Retreats and Sanctions are
Crippling the Russian Economy’, Social Science Research Network, 20 July
2022, www.ssrn.com (SSRN is an online repository for uploading preprint
articles and working papers.).

47 See for example “G7 Resists Going after $1bn a Day Russian Energy Reve-
nue”, NikkeiAsia, 8 April 2022.

8 International Monetary Fund, “World Economic Outlook Update: Gloomy
and More Uncertain”, July 2022.

4 See “By How Much Will the War in Ukraine Reduce Global Growth?: Econo-

mists Have Slashed this Year’s Forecasts”, The Economist, 4 August 2022.
50 IMF, “World Economic Outlook”
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However, the geopolitics of energy are complex. Whether or
not the IMF forecasts prove accurate, Russia clearly has a
strong hand in the short term. That said, its position appears
likely to worsen dramatically over the next three years, ac-
cording to separate analyses by Gideon Rachman, chief for-
eign affairs commentator of the Financial Times newspaper
(London), and US-based energy analyst Andrian Prokip.>

The EU has the biggest short- and medium-term problems.
The Europeans are seeking to reduce their current depen-
dence on Russian oil and gas, but they are still a long way
from finding a viable alternative energy strategy.

The US by contrast is in @ much more comfortable position.
Higher energy prices cause pain for American consumers, but
they suit the US shale gas industry. With global natural gas pric-
es rising, US shale projects have increased in 202252 - putting
more energy supplies on the domestic and international mar-
ket if shale producers assess higher returns will be maintained.

However, US production alone cannot protect US consumers
from rising energy prices. They get angry when petrol prices
rise, so US governments of whatever persuasion have strong
reasons to take action to get more and cheaper energy on the
domestic market. Washington also seeks to get more oil on
the global market to maintain Western unity against Russia.

That has produced some unusual twists in US foreign poli-
cy. Washington wants to isolate not only Russia but other oil
suppliers such as Iran and Venezuela. Hence, US President
Biden’s humiliating fist bump with Saudi Arabia’s previous-
ly ostracised Crown Prince Mohammed bin Salman during
Biden’s visit in July to try to persuade Riyadh to raise its oil
production beyond the quota agreed with Russia in the OPEC+
forum. Indications so far are that Riyadh is likely to prioritise
agreement within the OPEC+ forum over US interests, which
means accepting Russia’s preference to hold back supply. The
OPEC+ meeting in August this year agreed to raise its overall
oil output goal by only 100,000 barrels per day.>?

Hard Choices
Russia and the EU are thus in a race against time.

For the Europeans, replacing Russian oil is relatively easy
as oil is readily traded internationally. The EU has already
announced plans to refuse by the end of this year 90% of the
oil it imported from Russia before sanctions were imposed
at the start of the Ukraine crisis.>*

Replacing Russian gas is far more complex. In 2021, Rus-
sia earned $246 billion from supplying energy to Europe,

51 Gideon Rachman, “Why the US Could be the Real Winner in the Energy
Wars”, Financial Times, 27 June 2022; Andrian Prokip, “Russia’s Energy
Future”, Wilson Quarterly, Summer 2022.

52 “US Natgas Output, Demand to Hit Record Highs in 2022 - EIA, Reuters,
12 July 2022.

53 “OPEC+ Agrees Tiny Output Rise in Setback for Biden”, Reuters,
4 August 2022.

5% “EU to Ban Almost 90% of Russian Oil Imports by 2023 -
Ursula von der Leyen”, BBC News, 31 May 2022.
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accounting for about half of total Russian export earnings
of $492 billion. Over the period 2018-2021 Russia account-
ed for 40% to 54% of Europe’s gas imports, making it the
biggest gas exporter to the continent.>® For Europe’s gov-
ernments, finding alternative sources of gas is not a quick
or simple task given this massive dependence. TurkStream,
the pipeline for Russian gas under the Black Sea, is unaffect-
ed by EU sanctions, which as noted above Turkey does not
observe. However, it pumps gas exclusively to Turkey, Serbia
and Hungary, which are friendly towards Russia and regard
Russian gas as vital to their economies.>

The Russian goal is clearly to engineer an energy crisis in
Europe over the 2022-23 northern winter, which well could
weaken Europeans’ support for Ukraine. In particular, Rus-
sia wants to prevent the Europeans building up sufficient
reserves of gas to cover their expected winter demand as
demonstrated by Moscow’s tactic of halting or reducing
supply through Nord Stream at little or no notice. The IMF’s
July Update estimates that Russian gas flow to Europe has
declined sharply this year to about 40% of the level a year
ago.”” With more recent halts in Russian gas supply, that per-
centage could be even lower now.

European states dependent on Russian gas through the Nord
Stream 1 pipeline are looking to import liquified natural gas
(LNG) from non-Russian sources to make up the shortfall, but
they will need time - probably into or beyond winter - to de-
velop or get in place via floating platforms facilities to regas-
ify LNG. Other major LNG exporters, such as Qatar and Aus-
tralia, have supply commitments to existing customers and
are not capable of increasing production and exports quickly
enough to be able to replace volumes supplied by Russia.*®

European governments also hope to ease the energy
crunch by resorting to previously downgraded fuel sources.
Germany is reopening closed coal plants and considering
reneging on its plans to abandon nuclear energy. Pro-envi-
ronmental groups in Europe can be expected to lobby hard
against these measures if they mean promises by most Eu-
ropeans at last year’s Glasgow climate summit to reach net
zero carbon emissions by 2050 are put back. However, the
German and broader European public can be expected to
prioritise getting through the coming northern winter with
minimal discomfort.

55 Prokip, “Russia’s Energy Future”

%6 “Russian Gas Supplies to EU Drop via All Routes, Except TurkStream”,
EURACTIV News, 18 July 2022 www.euractiv.com; see also “Serbia Ignores
EU Sanctions, Secures Gas Deal with Putin’, Voice of America, 29 May 2022,
www.voanews.com and “Hungary’s Orban Says EU Sanctions on Russia
Have Failed”, Al Jazeera, 23 July 2022, www.aljazeera.com.

57 International Monetary Fund, “World Economic Outlook”.

8 “Qatar Says Amost Impossible’ to Quickly Replace Russian Supplies to
Europe”, Reuters, 22 February 2022; “Australian LNG won't Fix Europe’s Gas
Crisis”, The Strategist, Australian Strategic Policy Institute, 24 March 2022.

9 Rachman, op cit.; Prokip, op cit.

¢ See “Global Gas Exporting Countries 2021”, www.statista.com; and “Crude
Oil Exports by Country”, www.worldstopexports.com.

1 Prokip, “Russia’s Energy Future”

Whatever happens this winter, Europeans have already learnt
a hard lesson about the danger of energy dependence on
Russia and are determined never to be as vulnerable again.
Rachman quotes a senior German official as saying that
before the Ukraine conflict, Russia could have expected 30
more years of oil and gas revenues from European consum-
ers. Now, according to the official, Russia is looking at three
years. Prokip estimates this period at two to four years.*

Russia’s alternative is to redirect its gas exports to Asia, but
that is not a short-term project. Russia is the largest global
natural gas exporter, and the second largest exporter of crude
and oil products after Saudi Arabia.t® Russia can find alterna-
tive markets for its oil relatively easily as shown by India’s and
China’s eagerness to increase their imports of discounted Rus-
sian oil. Conversely, Russia’s gas exports are overwhelmingly
by pipeline and pipeline exports amounted to 199.7 bcm com-
pared with 40 bcm of liquified natural gas (LNG) in 2021.%

Russia’s problem is that its major pipelines head towards
Europe. Constructing new pipelines to eastern markets and
developing increased LNG capacity will take years. The latter
difficulty is exacerbated by the need for technology previously
provided by Western energy companies that now barred by
sanctions to develop LNG facilities in Russia’s major sources
of gas in its Arctic north. Once Europe develops alternative gas
supplies, Russia could face several years without the means to
send its gas to other markets. That would be a huge setback to
Russia’s economy given the major role of gas exports.

The stakes are high. The Europeans and Russia face difficult
choices.
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DANISH CLIMATE ACT:

VIEWPOINT

A FAR-FETGHED DREAM OR A REAL POSSIBILITY?

Maria V. Osipenkova and Olga S. Shchiliaeva

Abstract:

The issue of energy transition has become pressing in the modern world. The Danish government decided to take a drastic step by passing
their ambitious Climate Act in 2020.Although the contents of the act may seem rather unrealistic at first glance, there are several features
indicating that Denmark has the potential to succeed at this enterprise.

Keywords: CO, emission, decarbonisation, Denmark, power engineering

JaTcKkuit 3aKOH 0 KnMMaTe: HeAOCTUXMMAs MeyTa UK peanbHaga BO3MOXXHOCTb?

AHHOTaums: BOI'IpOC JHEPreTn4yeckoro nepexona Crtout 0cobeHHO OCTpO B COBpEMEHHOM MMpe. npaBMTe}'IbCTBO [aHun He nobosnocb
caoenaTtb peLIJl/ITe!'IbeIVI war u B 2020 yTBepanno aMOMUMO3HbIA 3aKOH O KAMMaTe. XOT KOHEeYHas Lefb MOXET NMoKa3aTbCs HECKObKO
HepeaﬂMCTVI‘-IHOﬁ, CyLlLecTByeT paa, CbaKTOpOB, YKa3blBakOLWMNX Ha NOTEHLMANbHbIN YyCnex 3Toro AaTCKOoro npoekTa.

KntoueBble cnoBa: Bbibpockl CO,, [laHns, nekapboHU3aLms, IHepreTmKa

The Danish Climate Act, passed in 2020, commits current and
future governments to reach the enshrined level of economic
decarbonisation. In the first of the Act’s five chapters, the main
goal is stated as follows: Denmark must reduce greenhouse
gas emissions by 70% by 2030 compared to 1990 levels and
become a climate-neutral society by 2050. Compared to the
EU-wide target of at least 40% cuts in greenhouse gas emis-
sions, the Danish figure is very ambitious.

The Act establishes the following principles:

e Denmark has a leading role in the global energy transition.

e Denmark must show that a ‘green transition’ is possible
without compromising the well-being of society.

e The measures used to reduce greenhouse gas emis-
sions should lead to real reductions in emissions with-
in the country and it must not be allowed to simply
move all greenhouse gas emissions outside Denmark.

The Act gives the authority to a special Climate Council (Kli-
marddet) to take responsibility for approving national climate
goals, putting forward annual proposals for adjusting the
current climate situation and evaluating how government
actions contribute to the achievement of the main goal.! The

1 Retsinformation, arkiv. [online, in Danish]
Available at: https://www.retsinformation.dk/eli/lta/2020/965.

Council has been operating since 2015, although with the
Climate Act having been passed, the Council plays an essen-
tial role in reaching the stated number of reductions.

According to the act, a handlepligt (Danish ‘duty to act) is
set for the government if it is less likely to comply with
the requirements. This means that the Climate Council has
the right to urge the government to take more active steps
so that the goal can be achieved. Thus, by passing the Act,
Denmark has made it legally binding for the government to
achieve the unprecedented percentage of emission reduc-
tions,? although the vague term handlepligt and the absence
of clarity on the consequences of not achieving the goal
could be considered the weakest spot of the Act.

The government proposes a 2025 reduction target of 46-
50%, which is set as an indicative interval, not as a fixed
goal. This is the first link in the five-year mechanism estab-
lished by the Climate Act. In this scenario, 46% indicates the
level of reduction currently considered realistic to achieve
in 2025, while 50% is proposed to encourage striving for
better results.

2 |Information, 2020. Et enkelt ord i klimaloven kan skabe politisk
storkonflikt: »Handlepligt«. [online, in Danish] Available at:
https://www.information.dk/indland/2020/09/enkelt-ord-klimaloven-
kan-skabe-politisk-storkonflikt-handlepligt.
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Figure 1.

Important Aspects that the CSS Strategy Should Involve
[Translated from Danish by the Authors]

Danmarks nationale og globale klimaindsats, 2021

Storage

The scheme introduced by the Act appears to be viable and
quite effective. The strategy of annual planning and evalu-
ation has already proved its utility by having outlined some
substantial weaknesses of the government’s plan of 2021,
such as relying too much on untested new technologies
while lacking coordination with respect to more realistic
ways of reduction.?

Achieving the 70% target and considering the basic princi-
ples of the Act requires more funds ready to be implement-
ed than what is available today. According to the Climate
Committee, measures available and tested could only lead
Denmark to a reduction of up to 60% by 2030. The remain-
ing 10% must be achieved through new and developing
technologies. For this reason, the government, along with
a wide range of parliamentary parties, has decided to in-
vest in the development of technologies that can provide a
larger reduction in the long term. This includes allocating
approximately 16 billion Danish krones (more than 2 billion
EUR) to reduce CO; emissions through carbon capture, use
and storage (CCS), and approximately 1 billion krones (more
than 134 million EUR) for the development of Power-to-X
(PtX) technology.* According to the Climate Committee, the
development and implementation of these novelties must

w

Information, 2021. Klimaradet om regeringens klimaindsats: Dumpet!
[online, in Danish] Available at: https://www.information.dk/ind-
land/2021/02/klimaraadet-regeringens-klimaindsats-dumpet.

>

Power-to-X (stands for power to liquid, power to gas or power to ammonia)
is a transformation technology that converts electricity into carbon-neu-
tral synthetic fuels, which can then be used in other sectors or be stored
until needed.

+The scale of CCS in Denmark
»The main sources of CO2
« Economic incentives

* Creation of the pipeline
« Import / Export question
+ Reiability during transportation

* Where and how much to store?
« The issue of citizen engagement

* The question of ownership
+ The issue of storage reliability
« Legislative framework

Source: Klimarddet. Statusrapport.

be a priority due to their great potential and understudied
state. As expensive as these technologies may be, a wealthy
country with a stable economy such as Denmark appears to
be able to pioneer in the area.

CCS in particular is a technology that appears to be one
of the most promising solutions in Denmark’s strategy to
reduce emissions. The abbreviation denotes a process that
includes the separation of CO; from industrial and energy
sources, transportation to a storage site and long-term iso-
lation from the atmosphere. Typically, CO, is captured at a
large source of gas emissions, such as a cement plant or a
biomass power plant and trapped in a suitable geological
formation.

According to the estimates of the National Geological Sur-
vey in Denmark and Greenland (GEUS), the total storage po-
tential of the Danish subsoil ranges from 12 to 22 billion
tons of CO3, which roughly equals the number of emissions
over 1000 years, which is large enough to store approxi-
mately 500 times more than Denmark’s total CO, emissions
at the current level.> Before the first storage facilities were
established in the Danish portion of the North Sea, explora-
tion and study of areas suitable for storage was carried out
(Figure 2).

5 Lotte Malene Ruby, 2020. Dansk undergrund har plads til 1.000 ars
CO2-udledning. [online, in Danish] Available at:
https://www.danskindustri.dk/di-business/arkiv/nyheder/2020/10/
dansk-undergrund-har-plads-til-1.000-ars-co2-udledning/.
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Figure 2.
Denmark’s Biggest Sources of Gas Emissions, 2018
[Translated from Danish by the Authors]
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Denmark’s first CCS project, Project Greensand, is a collabo-
ration between Maersk Drilling, INEOS, GEUS and Wintershall
Dea. Located in the Nini field (Danish Ninifeltet), Greensand
is designed for safe, long-term storage of 0.5-1.0 million
tons of CO, per year. Launched in early 2020, the project is
currently in pilot mode, the second of four phases. The goal
in the current strategy is scaling up the project to storage
facilities other than the Nini field for a total capacity of up
to 3.5-4 million tons CO2 per year by 2030.¢

The newest project is also located in the Danish North Sea.
This is a project of the French oil and gas giant Total Ener-
gies called Project Bifrost (Danish Projekt Bifrost) in the Har-
ald Field (Danish Harald-feltet). In the long term, Total Ener-
gies hopes to store up to 16 million tons of CO, in Denmark
(3 million per year).” Both these projects have just begun
and have not yielded any results yet, making it hard to eval-
uate them by anything other than their significant potential.

It is also worth noting another promising project. The Net
Zero Carbon Capture project is to be implemented at the Am-
ager Resource Center (ARC), Copenhagen’s waste-to-energy
facility. The project is designed to introduce the technolo-
gy of processing emissions into energy using the existing
waste-to-energy plant of Amager island (Copenhagen, Den-

¢ Project Greensand. [online, in Danish] Available at:
https://projectgreensand.com/.

7 Energiwatch, 2021. Total Energies planlaegger enormt CO2-lager i den
danske Nordse. [online, in Danish] Available at:
https://energiwatch.dk/Energinyt/Olie__Gas/article13215723.ece.

mark). The project has already been approved by the gov-
ernment and is under implementation. In 2021, a study con-
ducted and completed by ARC showed that the use of CCS/
CCU technology in this plant is technically and economically
feasible.! This means that the 480,000 tons of CO, emitted
annually by ARC can be captured by the facility itself at min-
imal cost and thus reduce CO, emissions at a low cost for
citizens. The end result of the project will be the basis for
ARC’s decision to invest in a full-scale carbon capture facility
that will capture all of ARC’s 480,000 tons of CO, annually.’

Since the Climate Committee’s evaluation of the govern-
ment plan in 2021 has underlined the necessity to combine
implementing the described innovations with green trans-
formations in other areas, Danish companies and corpora-
tions are also pursuing global goals to minimise their car-
bon footprint and switch to green energy. One can follow
their journey through the annual reports on achievements
in the field of sustainable development. The dynamics can
be traced to the example of such companies as PensionDan-
mark, Vestas Wind Systems and Grundfos. All these enter-
prises are included in the list of the 90 largest multinational

8 Valentina Bisinella,Jonas Nedenskov, Christian Riber, Tore Hulgaard,
Thomas H. Christensen, 2021. Environmental Assessment of Amending the
Amager Bakke Incineration Plant in Copenhagen with Carbon Capture and
Storage. [online, in English] Available at:
https://www.researchgate.net/publication/354930725_Environmental_
assessment_of_amending_the_Amager_Bakke_incineration_plant_in_
Copenhagen_with_carbon_capture_and_storage.

° Amager Bakke (ARC) Project. [online, in Danish] Available at:
https://1stmile.dk/portfolio/amager-ressource-center-arc/.
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organizations, the CEOs of which are all members of the Al-
liance of CEO Climate Leaders.

For example, PensionDanmark, a Danish non-profit labor mar-
ket pension fund, was one of the first innovators to invest in
renewable energy. The company has already made an environ-
mental investment of 3.4 billion euros, which has contributed
to a reduction in CO, emissions of 3.4 million tons per year.10

Another example of the implementation of the energy tran-
sition policy, which can be considered successful, can be
found in Vestas Sustainability Report 2020. Vestas Wind Sys-
tems, a Danish wind turbine manufacturer headquartered in
Aarhus, is one of the world’s largest and oldest modern wind
turbine manufacturers. According to the report, the venture
achieved the goal of switching to 100% renewable energy in
2020 around the world. In addition, in 2020, emissions from
the company’s own production facilities decreased by 33%
compared to 2019 and amounted to 73,000 tons of CO,.

10 pensionDanmark, 2020. Arsrapport. [online, in Danish] Available at:
https://www.pensiondanmark.com/globalassets/dokumenter/rapporter/
arsrapport/2020/arsrapport-2020---pensiondanmark.pdf.

11 PensionDanmark, 2020. Rapport om samfundsansvar 2020. [online, in
Danish] Available at: https://www.pensiondanmark.com/globalassets/
dokumenter/rapporter/csr/2020/csr-2020----pensiondanmark---dk.pdf.

Source:
Vestas Sustainability Report 2020

Vestas Wind Systems managed to achieve such high results
mainly using renewable energy sources.

It is important to note that positive dynamics on the way to
achieving carbon neutrality is not observed everywhere. For
example, Grundfos, a Danish pumping company headquar-
tered in Bjerringbo, stated in a 2020 report that the goals laid
out in its 2020 renewable energy transition plan had been
postponed to 2021.According to the report, this was primarily
due to the lack of resources in 2020. However, even in 2020,
Grundfos took several steps towards fulfilling the plan. The
greatest attention at Grundfos has been directed at solving
the problem of excessive energy consumption, which is the
main source of CO, emissions. The company’s current global
goal is to halve its own CO, emissions by 2025 compared
to the 2008 baseline. According to the Sustainability Report
2020, achieving this goal will require a review of investment
policies affecting energy efficiency as well as renewable en-
ergy sources. Starting in 2020, Grundfos has expanded its
coverage to include CO, emissions from its own company’s
vehicles. In 2020, the total electricity consumption, including

12\estas Wind Systems, 2020. Vestas Sustainability Report 2020. [online]
Available at: https://www.vestas.com/content/dam/vestas-com/global/en/
sustainability/reports-and-ratings/sustainability-reports/2020_Sustain-
ability_Report_2020.pdf.coredownload.inline.pdf
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from own vehicles, amounted to 310.6 GWh. The total CO,
emissions amounted to 84,814 tons of CO,. Since the statis-
tics have been expanded to include data on CO, emissions
from own vehicles, this data is not comparable to 2019 data.
The decline compared to the same period in 2019 was about
10%, mainly due to reduction initiatives.t®

These examples demonstrate that Danish companies are
striving to achieve their ambitious goals to reduce their car-
bon footprint, even if the intended trajectory is not always
possible to follow. Corporations are daring to change strate-
gies and tactics and openly discuss the difficulties they face
on the path to carbon-neutral manufacturing.

All things considered, Denmark has significant potential to
achieve their highly ambitious goal. There are several argu-
ments to support this viewpoint. First, Denmark is the only
EU country to have set emission reduction requirements in
law, and Danish climate activists and ordinary Danish citi-
zens played a significant role in its early adoption by calling
on the government to take more vigorous actions. This effort
was detailed in the documentary ‘70/30’ The ecological con-
sciousness of Danish society is extremely high, which gives
Denmark an advantage in achieving its goal, and the willing-
ness of society to take part in saving the planet is directly
related to the implementation of government plans.

Secondly, a very strict evaluation policy established by the
Act has already shown itself as a viable reality check. In
2021. the Climate Committee urged the government to ad-
dress more pressing issues rather than put too much hope
into novelty projects.

Last, Danish companies are showing significant initiative in
contributing to the reductions as well. Many are open to up-
front discussion, which is crucial for any plan to succeed.

In general, the situation in Denmark looks promising due to
the combination of several factors. It is a small country in
terms of area and number of inhabitants with a developed
economy, which has both natural and financial resources
to fulfill its obligations. Among other things, one of the key
roles is played by the rate of civic consciousness demon-
strated on every level - from the government employee to
the average citizen.

5 Grundfos, 2020. Grundfos Sustainability Report 2020. [online]
Available at: https://www.grundfos.com/sustainability/reports/
sustainability-report-2020.
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ASSESSMENT OF THE IMPACT OF THE EU
DECARBONISATION POLICY ON THE NIGERIAN ECONOMY

Ekaterina Oshchepkova

Abstract:

The Nigerian oil and gas industry has always been an important part of the resource base of the Nigerian economy. Therefore, it is necessary to
understand how the EU decarbonisation policy will affect the country’s economic development. This article critically assesses Nigeria’s position
on the EU low-carbon emission policy, taking into account the country’s involvement in the international agenda aimed at combating climate
change. The article also examines the risks to the Nigerian economy associated with the EU policy aimed at reducing the consumption of fossil
fuels. The Netherlands, Spain and France were selected for the analysis. The author substantiates the importance of increasing energy and re-
source efficiency, competent state regulation and stimulation of investment in the development of new technologies.

Keywords: Africa, climate change, conventional energy sources, decarbonisation, EU, export dependency, fossil fuels, France, Netherlands,
Nigeria, regional economic development, renewable energy, Spain

OueHKa BAMAHUA NOAUTUKK AeKap6oHu3aumu EC Ha akoHoMKuKy Hurepun

AHHoTauma: Hedrerasosas npoMmbiWIeHHOCTb Hurepmumn Bcerna 6bina BaXHOM YacCTblo pecypcHoit 6a3bl SKOHOMMUKM CTPaHbl. B 3Toi cBA3M
HeobXOAMMO BbISIBUTb, Kak NMONUTMKA Aekapb6oHusauum EC noBiusieT Ha 3KOHOMMYECKOE Pa3BMTHE CTPaHbl. B AaHHOM CTaTbe KpUTUYECKM
OLLEHMBAETCS NO3MLMA HUrepum B OTHOLIEHWM MOAUTUKM HU3KOYTNEePOAHbIX BbIGpocoB EC c yueToM BOBEYEHHOCTM CTPaHbl B MEXAYHAPOLHYIO
MOBECTKY, HanpaBneHHy Ha 6opbBY C UBMEHEHWEM KNMMaTa. B CTaTbe TakKe pacCMaTpMBAKOTCS PUCKM ANt SKOHOMUKM HUrepum, CBA3aHHble
¢ nonutukoi EC, HanpaBneHHOM Ha COKpalieHuWe noTpebrieHus UCKOMAeMbIX BMAOB TOMAMBA. g aHanusa 6blau BbiGpaHbl Tpu
eBponeickue cTpaHbl — Hugepnanabl, Mcnanmsa u @parumsa. ABTop 060CHOBbLIBAET BaXXHOCTb MOBbILLEHWS YPOBHSA 3HEPro3hheKTUBHOCTH
U pecypcoatdeKTUBHOCTH, FPAMOTHOCTH FOCYAAPCTBEHHOTO PEMYIMPOBAHUS U CTUMYSIMPOBAHWUS MHBECTULMI B Pa3BUTUE HOBbIX TEXHONOMMIA.

KnioueBble cnoBa: Adpurka, BO30OHOBNSIEMblE UCTOYHUKM 3Hepruu, aekapboHusaumsa, EC, usMeHeHune kamnmaTa, MCKOMAeMble BUAbI
Tonnuea, Mcnanus, Hurepus, HuoepnaHabl, permoHanbHOe 3KOHOMWYECKOE Pa3BUTME, TPAAMUMOHHbIE MCTOYHUKM 3Heprumn, OpaHuus,
JKCMOPTHAs 3aBUCMMOCTb

Introduction life of those people who do not have constant access to elec-

According to the World Bank Group Diagnostic Report, Nige-
ria is one of the largest economies in Africa and ranks 25th
in the world.! The recent research published in the Lancet
medical journal said that Nigeria is expected to overtake
China and the United States in terms of population by 2100.2
At the same time, in 2019, according to the World Data Atlas,
Nigeria ranked 38th in the world in terms of greenhouse gas
emissions.? Climate change is having a big impact on Nigeria.
The process of global warming leads to an increase in already
extreme temperature indicators, which affects the quality of

1 “The World Bank in Nigeria,” The World Bank, 2021.
https://www.worldbank.org/en/country/nigeria/overview#1.

2 The Guardian, “Nigeria’s Population to Overtake China, US by 2100 -
Study;” July 15, 2020. https;//guardian.ng/news/nigeria-to-overtake-china-
u-s-by-2100-study/.

> “Bbibpocbl CO2, 1000 T, World Data Atlas Rankings, n.d. https://knoema.
com/atlas/ranks/CO2-emissions.

tricity and air conditioning devices. Droughts have become
more frequent averaging every 12.5 years between 1982 and
2006, and every 2.5 years between 2007 and 2016. Moreover,
droughts become more severe and prolonged, reducing the
productive potential of the land. Farmers face other climate
change risks, which include a lower and uneven amount of
precipitation, a shorter duration of rainy seasons and a wider
spread of pests and plant diseases.*

The government of Nigeria has feebly attempted to achieve
environmental sustainability through the ‘Vision 20:20:20’
strategy. It was planned that by 2020 Nigeria would have
become one of the twenty most efficient economies in the

4 Simeon Ehui, Holger Kray and Elliot W. Mghenyi, “Policy Priorities for
Achieving Food and Nutrition Security in Africa by 2030,” WorldBank
Blogs, January 22, 2020. https://blogs.worldbank.org/voices/policy-priori-
ties-achieving-food-and-nutrition-security-africa-2030.
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world by reducing the share of the population without access
to electricity’ to 25% and by reducing the country’s depen-
dence on oil prices. However, these efforts did not lead to
the expected results. As of 2018, only 56.5% of the Nigeria’s
residents had access to electricity. To date, Nigeria’s econo-
my remains heavily dependent on natural resource exports.
These challenges are further compounded by the lack of in-
stitutional, legislative and financial capacity for ensuring ef-
fective natural resource management and ecosystem stability.

There are three key problems with the current regulatory
framework:

e Multiplicity of regulatory institutions whose roles are
oftentimes uncoordinated.

e The commingling of the policy institutions, the regula-
tory institutions and the commercial institutions.

¢ The oil and gas licensing process.

Unlike the UK and the US, where one law governs nationally
funded projects, in Nigeria, there are three distinct national
Environmental Impact Assessment (EIA) systems which gov-
ern nationally funded projects. Moreover, the state oil com-
pany - the Nigerian National Petroleum Corporation (NNPC)
- was conceived to serve as both regulator and commercial
operator. For much of its history, however, its terms of refer-
ence and performance have been respectively described as
‘incoherent’” and ‘uneven’ This is because it has undertaken
commercial, regulatory and sometimes even policy-making
responsibilities.

With regard to the licensing regulation process, the Petro-
leum Act 1969 does not prescribe how licences are to be
awarded, leaving it to the discretion of the Petroleum Minis-
ter to decide. The method chosen by the Minister was discre-
tionary allocation, which remained the official licensing pol-
icy until around mid-2000 when the government introduced
open competitive bidding. However, competitive bidding has
been used as well from time to time. Competitive bid rounds
are conducted in accordance with guidelines published by
the Department of Petroleum Resources (DPR). It has been
the practice of the DPR to publish new guidelines each time
a bid round is to be conducted, a practice that reflects a lack
of policy lucidity on the part of government.Additionally, the
integrity of the bid rounds has been marred by allegations of
political interference, abuse of discretion, awards to unqual-
ifled companies, ‘behind-the-scenes’ allocations, frequent
postponement and sometimes total cancellation of pro-
posed bid rounds as well as a general lack of transparency.®

Currently, the global increase in renewable energy sources
and the transition to the decarbonisation paradigm are seen
in Nigeria as a serious threat to the revenue from hydrocar-
bon exports and, consequently, to the economic security of

> “Access to Electricity (% of Population) — Nigeria,” The World Bank, 2020.
https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?locations=NG.

¢ Chilenye Nwapi, “The Achievement of Regulatory Excellence in the Oil and
Gas Industry in Nigeria: the 2017 National Oil and Gas Policy,” Journal of
Energy & Natural Resources Law, no. 38(July 2019):1-27,D01:10.1080/0264
6811.2019.1620995.
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the country. The national economy is still heavily dependent
on the production of fossil fuels.

International Approach to Climate Changes:

Perspectives for Nigeria

As a signatory to the United Nations Framework Conven-
tion on Climate Change (UNFCCC) and the Kyoto Protocol,
Nigeria has made international commitments to promote
low-carbon development. The Kyoto Protocol sets out cer-
tain quantitative commitments to limit and reduce emis-
sions for developed countries. In accordance with the Pro-
tocol, developed countries should minimise the adverse
effects of climate change, effects on international trade,
and social, environmental and economic impacts on oth-
er parties to the agreement, especially developing country
parties (Article 2, paragraph 3). Developing countries are
eligible for financial assistance, insurance and the transfer
of environmentally sound technologies to support national
actions in order to mitigate and adapt to climate change.’
In addition, on October 2, 2020, Nigeria submitted to the
UN formal adoption of the Doha Amendment to the Kyoto
Protocol, becoming the 144% country and ensuring its en-
try into force.® This document extends the validity period of
the Kyoto Protocol for 2013-2020 (‘Kyoto-2’) and contains a
number of amendments to the Kyoto regime, including up-
dated quantitative indicators for reducing greenhouse gas
emissions for a group of developed countries.

In 2017, Nigeria ratified the Paris Agreement, thereby com-
mitting to a 20% reduction in greenhouse gas emissions
by 2030 from current levels. Subject to the availability of
international assistance and support, this figure may be in-
creased to 45%. On August 19, 2020, the EU spearheaded a
funding project to support Nigeria with achieving the goal
of 45% reduction in CO, emissions.” This ambitious goal
could be achieved by elimination of gas flares, improving
energy efficiency, increasing solar energy production and
developing clean technologies.

Nigeria became the first African country to issue ‘green
bonds’ After a successful debut in 2017, it managed to raise
$30 million. During the second issue in 2019, the amount
reached $42 million. In 2020, the government announced
its intention to issue a third series of green bonds; this time
it was expected to raise more than $68 million. In particular,
‘green bonds’ are loans issued on the market by investors
to finance projects that contribute to the environmental
transition. With the help of investments in environmental
projects, the country intends to increase energy efficiency
by 2% per year for a total of 30% by 2030. Furthermore, the

7 The United Nations, Kyoto Protocol to the United Nations Framework
Convention on Climate Change, December 11, 1997. https://www.un.org/ru/
documents/decl_conv/conventions/kyoto.shtml.

8 The United Nations, Doha Amendment to the Kyoto Protocol, Doha,
September 8, 2012. https://unfccc.int/files/kyoto_protocol/application/pdf/
kp_doha_amendment_russian.pdf.

9 Einpresswire, “Flagship EU Initiative for Nigeria to Mitigate
Climate Change,” August 19, 2020. https://www.einpresswire.com/
article/524327320/flagship-eu-initiative-for-nigeria-to-mitigate-
climate-change.
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Figure 1.
Structure of Nigeria’s Real GDP in 2019, %

green investments allow Nigeria to continue its work aimed
at stopping the burning of gas flares by 2030, improve the
quality of the electricity grid, provide off-grid solar panels
with a total capacity of 13 GW as well as create climate-op-
timised agriculture and carry out reforestation work.

To date, in order to stop the burning of associated gas by
2030, the government has established a Flaring Gas Com-
mercialisation Program to encourage investment in technol-
ogies that reduce flaring. According to satellite data from
the US National Oceanic and Atmospheric Administration
(NOAA), from 2000 to 2019 the amount of flaring gas fell
by 70%, but it has not been completely stopped. There is
also a little progress in the development of solar energy in
Nigeria. Currently, Nigeria is completely dependent on ex-
perts from developed countries who construct solar power
plants. It is reflected in the final cost of projects. The country
does not have enough funding for the development of solar
energy. The main barriers to the development also include
problems related to the lack of an institutional framework.
In accordance with the local legislation, the Nigerian Energy
Regulatory Commission is authorized to monitor and license
power plants that generate at least 1 MW. Accordingly, re-
newable energy sources that produce less than 1 MW are
not included in the scope of obligations and they are not
properly regulated.

The Significance of the EU Decarbonisation Policy

for the Nigerian Economy

The European Commission has set itself the goal of finding
a balance between reducing oil demand, maintaining jobs,
supporting economic growth and ensuring energy security.
The EU has pledged to reduce its greenhouse gas emissions
by 40% from 1990 levels by 2030. The two main pillars this
objective are energy efficiency and renewable energy. By

B Agriculture
Industry
Construction
Trade

B Services

Source: Calculated on the data taken from the Central Bank of Nigeria

2030, half of the EU’s electricity supply is to be generated
from renewables, and by 2050 it is to be fully decarbonised.
The EU imports more oil and gas than any country in the
world. The countries that export the most fossil fuels to
the EU are Algeria, Colombia, Kazakhstan, Nigeria, Norway,
Russia, Saudi Arabia and the USA. For these countries, any
changes in the EU energy demand mix should be of concern.
The EU’s external suppliers are rule-takers, not rule-mak-
ers and no matter how the EU energy mix evolves, they will
have to adapt. How decarbonisation will affect demand for
different types of fossil fuel is hard to predict because ex-
ternal suppliers may attempt to redirect oil and gas export
to other markets.'

Looking at the structure of real GDP in Nigeria, the agricul-
tural sector is one with high development potential with
crop production accounting for 95%. The service sector in-
cluding information and communication services with 33%
and real estate sales at 18%. The industrial sector including
the oil and gas industry accounts for 52%. Although the oil
and gas sector accounts for approximately 10% of the coun-
try’s GDP, it amounted to about 65% of government revenue
and 88% of Nigeria’s foreign exchange earnings.!* At the
same time, the country’s income from oil exports is about 5
times higher than the income from gas exports.

According to WITS and the Central Bank of Nigeria, more
than 75% of Nigerian exports go to the EU, the United States,

0 Indra Overland, “EU Climate and Energy Policy: New Challenges for Old
Energy Suppliers,” in New Political Economy of Energy in Europe. Power to
Project, Power to Adapt, ed.Jakub Godzimirski (Cham: Palgrave Macmillan,
2019),73-102.

1 “Nigerian Oil and Gas Update,” KPMG, April 23, 2019. https://home.kpmg/
ng/en/home/insights/2019/04/Nigerian-0il-and-Gas-Update.htmL.
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India, Indonesia, Brazil and South Africa. Nigeria’s main ex-
ports are crude oil, natural gas, gold, cocoa beans and rubber.

According to data provided on the Statista global energy
business platform, in 2019 Nigeria was the eleventh larg-
est oil producer and exporter in the world with 18 active
pipelines and an average daily oil production of more than
2 million barrels. Table 1 shows the leading oil-producing
countries in 2019 by share. Oil production includes crude oil,
shale oil, oil sands and a broad fraction of light hydrocarbons.
Overall, Nigeria accounts for 2.2% of global oil production.

Table 1. Crude Oil Production Share of Leading
Oil-producing Countries in 2019 by %

Country Share of global crude oil production
USA 17.9%
Saudi Arabia 12.4%
Russia 12.1%
Canada 5.9%
Iraq 5%
United Arab Emirates 4.2%
China 4%
Iran 3.7%
Kuwait 3.1%
Brazil 3%
Nigeria 2.2%
Mexico 2%

Source: Statista, based on the data from national statistical

offices

The value of Nigeria’s total exports in 2019 was $65 billion.
Oil and gas exports account for $54.5 billion. According to
the International Monetary Fund, the value of exports is ex-
pected to increase by $4.8 billion by 2025, while the value of
oil and gas exports will decrease by $3 billion.*?

According to the latest Global Trade Tracker estimates, Nige-
ria exported at average 2.08 million barrels of crude oil and
condensate per day (b/d) in 2019. That year, India was the
largest importer of Nigerian oil, purchasing about 420,000
b/d. Spain and the Netherlands were the next largest im-
porters of crude oil and condensate from Nigeria, importing
about 238,000 and 208,000 b/d, respectively. The United
States was the fourth largest crude oil importer. Thus, Eu-
rope is still the largest Nigerian oil consumer, importing an
average 1 million b/d (Figure 2). In terms of gas imports,
Spain was the largest importer of Nigerian LNG in 2018 with
about 146 billion cubic feet, followed by India (143 billion
cubic feet) and France (126 billion cubic feet) (Figure 3).
Based on this data, it can be concluded that the Europe-
an market is important for the development of the Nigerian

2 “Nigeria: 2020 Article IV Consultation-Press Release; Staff Report;
and Statement by the Alternate Executive Director for Nigeria,” IMF,
2021, 91 p. https://www.imf.org/en/Publications/CR/Issues/2021/02/05/
Nigeria-2020-Article-IV-Consultation-Press-Release-Staff-Report-and-
Statement-by-the-50064.
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economy, since much of the country’s crude oil and gas is
imported by the European countries.'?

In particular, the high demand for Nigerian oil could be ex-
plained by its high quality. The country’s crude oil consists of
light and medium heavy density, has very low sulphur con-
tent and thus usually commands a good premium over North
Sea Dated or Dated Brent. A key Nigerian grade is Bonny
Light, which has high gravity (32.1) and low sulphur content
(0.16%). Another key grade is Qua Iboe with gravity of 37.6
and sulphur content of 0.10%. Historically, these grades yield
high amounts of gasoline, light naphtha, jet fuel and diesel
and usually trade at a premium to their Brent benchmarks.

Because of the variety of density among the grades, which
is roughly between 24 API and 48 API, and a lack of des-
tination restrictions, Nigerian crudes are extremely popular.
Many players have access to Nigerian crude for sale in inter-
national markets and, although the process in which Nigeri-
an crudes are marketed is highly complex, it does make the
country’s crude easily tradable. Another key feature that adds
to the attractiveness of the Nigerian barrels is the pricing
options that NNPC offers to its buyers. From a buyers’ per-
spective, pricing options offer flexibility which can be an at-
tractive feature of the crude, especially in volatile markets.**

Moreover, Nigeria presently ranks as the third highest host
economy for FDI in Africa. In 2019, the total FDI inflow to the
country was $3.3 billion, which is lower than 2018 by 48.5%. It
was estimated that Nigeria’s total FDI stock by 2019 was $98.6
billion. The major countries investing in the country include the
US, China, the UK, the Netherlands and France. Many of these
countries are strongly pursuing the elimination of fossil-fueled
vehicles and integration of RE in their energy mix. For example,
the UK and France stated that by 2040 fossil-fueled cars will
have been banned.The loss of export and resource-seeking FDI
will critically dislocate the Nigerian economy with attendant
micro and macroeconomic implications. These will include for-
eign exchange earnings, GDP, per capita GDP, employment, FDI,
and other important sectors such as power, manufacturing, etc.

Since the Netherlands is the main importer of Nigerian oil,
it is important to analyse how much the demand for oil
will decrease in the context of decarbonisation policies.
The Netherlands plays an important role as a hub for the
global energy trade. A lot of Nigerian oil arriving in the port
of Rotterdam is either directly re-exported to neighboring
countries or is processed in enormous refineries for future
exports. At the European level, the Netherlands follows en-
ergy sector targets based on EU directives such as the Dutch
National Energy and Climate Plan and is committed to the
use of environmentally friendly biofuels, which can reduce
energy imports from developing countries.

3 “Nigeria,” US Energy Information Administration,June 2020.
https://www.eia.gov/international/analysis/country/NGA.

* “Nigerian Barrels and the Demand Shock: Differentials and Changing Oil
Trade Flows,” The Oxford Institute for energy studies, 2020, 11 p.
https://www.oxfordenergy.org/wpcms/wp-content/uploads/2020/06/
Nigerian-Barrels-and-the-Demand-Shock.pdf.
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Despite the commitments to reduce greenhouse gas emis-
sions and efforts to improve the sustainability of the energy
mix, oil products are expected to remain important compo-
nents of the energy supply and feedstock mix for the fore-
seeable future. For this reason, the Netherlands, as a mem-
ber State of the EU and the IEA, takes the security of oil
supplies and stability of the oil market very seriously.

In terms of energy consumption, crude oil will retain its posi-
tion as a fuel for road transport and a key component of the
petrochemical industry. It is expected that crude oil consump-
tion will remain approximately at the level of 2005. In the
Netherlands, crude oil is expected to surpass natural gas as
the main energy source in the energy consumption structure
in the coming years.?

As for Spain, this country is highly dependent on foreign
energy sources that accounted for 73% in 2017 due to the
predominance in its energy consumption structure of fossil
fuels that have to be imported in their entirety since na-
tional production is almost zero. Therefore, the import of
hydrocarbons is very important in the field of energy secu-
rity, which requires the reliability of supplies. According to
the Spanish Ministry of the Environment and the Integrated
National Energy and Climate Plan 2021-2030, oil consump-
tion is expected to decrease by 11% by 2025 and by 28%
by 2030, while gas consumption will also decrease by 8%
by 2030, compared to the current level of consumption for
2020. Oil and gas imports from third countries will decrease
by 5% by 2030. In addition to Nigeria, the main oil exporting
countries for Spain include Mexico and Saudi Arabia. Thus,
the 5% decline will be equally redistributed among the ma-
jor oil exporters. Today it is difficult to predict the exact val-
ue of the reduction in the import of Nigerian oil by Spain;

5 “Draft Integrated National Energy and Climate Plan 2021-2030. The Nether-
lands,” The European Commission, November 2019, 170 p. https;//ec.europa.
eu/energy/sites/ener/files/documents/nl_final_necp_main_en.pdf.

Other Europe
19%

United States
10%

Other
W. Hemisphere
3%

South Africa
7%
Other Africa
3% Source: BP 2019 Statistical Review of World Energy
Note: Percentages are estimated as a result of rounding

however, based on the figures indicated above, we can con-
clude that the reduction will not be significant.®

The same can be said about France. According to data pro-
vided by the French Ministry of Energy Transition, the coun-
try consumes about 77 million tonnes of oil per year. At the
same time, France’s oil production only amounts to 1% of
its oil consumption. In 2018, it produced only 0.8 million
tonnes of oil.Y” In the context in which domestic hydrocar-
bon only marginally contributes to national needs, France
is almost totally dependent on petrol imports for domestic
consumption. However, it is difficult to say how much the im-
port of oil and gas will decrease considering that imports of
fossil fuels are broadly diversified. According to the French
Climate Plan, there is no clear figure responsible for reduc-
ing oil and gas imports from third countries to date.®

Therefore, despite the decarbonisation policy, oil remains the
number one fuel for the world economy. Its share in the struc-
ture of global energy consumption is about 31% and that ex-
ceeds the same indicator of gas, coal and renewable energy
sources. The oil market is an unregulated global market, which
is very diversified in terms of sources. As long as the market
functions, security of supply is guaranteed, and the market will
determine the price and distribution channels of available oil
around the world. At the moment, there is still a dependence
of the European countries on non-renewable energy sources.

6 “Integrated National Energy and Climate Plan 2021-2030. Spain,”
The European Commission, January 2020, p. 24-89. https://ec.europa.eu/
energy/sites/default/files/documents/es_final_necp_main_en.pdf.

7 Michel Guénaire, Timothée Dufour, Emma George and Sarah Assayag,
“Oil and Gas Regulation in France: Overview,” Thomson Reuters
Practical Law, November 1, 2020. https://uk.practicallaw.thomsonreuters.
com/4-629-7328?transitionType=Default &contextData=(sc.Default) &-
firstPage=true.

8 “French Climate Plan,” The European Commission, November 2009, 24 p.
https://ec.europa.eu/environment/archives/networks/greenspider/doc/
climate_change_campaigns/ccc_france.pdf.
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As mentioned above, the high demand for Nigerian oil is due
to many factors including significant volume, high quality, the
lack of destination restrictions, global acceptability through
equity production, ‘Direct Sale, Direct Purchase’ (DSDP) agree-
ments, the nature of term contracts, its relatively cheap price
and its popularity among oil refineries across the globe. At
the same time, the growing global energy transition may af-
fect oil-exporting countries like Nigeria in three major ways:

1) capital losses, as hydrocarbon reserves are abandoned
beneath the ground

2) secondary economic losses, as the treasury may no lon-
ger be able to fund the public sector from oil revenues

3) loss of competitive geopolitical advantage, as hydrocar-
bons are replaced by global or regional energy access to
Variable Renewable Energy (VRE) sources - solar, wind,
hydro, etc.?

To date, as shown by the analysis of the examples of France,
the Netherlands and Spain, the European market is still de-
pendent on imports of oil and gas from third countries in-
cluding Nigeria.

Problems of Transition to Low-Carbon Development:
Position of the Government, Expert Community

and Private Sector

The main problem in Nigeria is that there are only five
oil refineries in the country with a population of 210 mil-

19 Chukwuebuka Okafor, Christian Madu, Charles Ajaero, Juliet Ibekwe,
Happy Bebenimibo and Chinelo Nzekwe, “Moving Beyond Fossil Fuel in an

Oil-exporting and Emerging Economy: Paradigm Shift,” AIMS Energy, vol. 9,

no. 2(March 2021):379-413, DOI: 10.3934/energy.2021020.

20 Petroleum Regulatory Agency of Nigeria, n.d.
https://www.dpr.gov.ng/downstream/refinery/.

21 “Country Analysis Executive Summary: Nigeria,” US Energy Information
Administration,June 2020, 10 p. https://www.eia.gov/international/
content/analysis/countries_long/Nigeria/NigeriaCAXS_2020.pdf.

Asia Pacific
40%

37

Other
Europe

Mexico

/ 5%
Argentina

‘/ 2% 0 .

ther W. Hemisphere
1%
Kuwait
2%

Other Africa
4%

India

15%
China Source: BP 2019 Statistical Review of World Energy
5% Note: Percentages are estimated as a result of rounding

lion inhabitants, and they are poorly operated.?® According
to the EIA, the refineries ‘persistently operate at far lower
than full capacity because of operational failures, fires and
sabotage, which mainly occur on the crude oil pipelines
feeding the refineries’?! As a result, most of the value that
could be obtained from Nigeria’s crude oil through pet-
rochemicals, petroleum products and other derivatives is
lost. This does not stimulate economic growth of the coun-
try as additional jobs are not created, extra taxes are not
collected, etc. At the same time, even though jobs in the oil
and gas industry account for less than 1% of total employ-
ment in Nigeria, the country found itself in an ‘oil trap’ The
presence of large hydrocarbon reserves reduces the inter-
est of the Nigerian leadership in diversifying the structure
of the country’s economy, exports and developing other in-
dustries. In addition, Nigeria has not realised its potential
in oil refining. International oil companies import crude oil
from Nigeria for processing in the EU and US refineries,
reducing the positive effect on the African country.

To date, the Nigerian National Petroleum Corporation (NNPC),
being a fully state-owned enterprise, does not have a strat-
egy to address the risks of transition and reduce the carbon
intensity of its production. Overall, the response from the
Federal Government of Nigeria to the risks associated with
decarbonisation policies has been weak so far.

Experts in the oil and gas industry of the Efikos expert com-
munity, during a discussion on the decarbonisation of en-
ergy in Nigeria, noted that decarbonisation is inextricably
linked to an increase in the level of electrification. Nigeria
faces the need to increase the supply of electricity and im-
prove the reliability and security of the grid.

Private sector involvement in low-carbon energy develop-
ment in Nigeria, due to the unfavorable political situation,
has so far been minimal. The lack of political will to fully
implement energy sector reforms is hampering efforts to
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expand private investment. Due to the lack of clear guaran-
tees of a good return on invested capital, very few companies
and financial institutions are beginning to implement adap-
tation to low-carbon development.

Conclusion

Today, as climate change already inevitably affects the eco-
nomic development of Nigeria, the country is making the
first attempts to show its involvement in this global process.
The reason for this behavior is the country’s significant de-
pendence on hydrocarbon exports to the countries of the
European Union, which have been lately taking increasingly
active steps to decarbonise their economies. Consequently,
oil and gas dependent Nigeria faces the dilemma of ensur-
ing economic prosperity while complying with the EU’s en-
ergy policy.

Under these circumstances, the Nigerian leadership needs to
consider alternative options for the country’s development
in the future. Although the current structure of world de-
mand for hydrocarbons does not imply a sharp rejection of
Nigerian oil and gas export, it creates incentives for diver-
sifying the country’s economy and designing a new strategy
for further development, while taking into consideration the
EU’s recent legislation on climate and energy topics.

Such a transformation should be considered by Nigeria as a
structural path, to be pursued without deviation, in order to
ensure both political stability and socio-economic prosperity
within the global decarbonising economy.

The author of the article believes that Nigeria should see
the EU decarbonisation policy and low-carbon technology
advancements not only as a threat but also as an opportu-
nity to develop a forward-looking strategy to transform its
economy. If the EU countries do follow the path of complete
decarbonisation as agreed in Paris, and Nigeria is not pre-
pared for it, the socio-economic consequences for the Afri-
can country will be dramatic.

However, the analysis showed that Nigeria is not yet ready
to abandon non-renewable sources as the main exporting
countries (on the example of three European countries - the
Netherlands, Spain and France) pose no significant risks of
reducing oil and gas exports from Nigeria. Europe still needs
substantial volumes of hydrocarbons and is increasing its
consumption of oil from Nigeria, since it has high quality
and relatively cheap price, thereby increasingly driving the
country into an ‘oil trap’ from which Nigeria will have to get
out of in the future.
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VIEWPOINT

NEW NAME AND AMBITIONS,
BUT SAME GAS PROBLEMS FOR TURKIYE

Kaan Kalafat

Abstract:

The recent completion of the Trans-Anatolian Natural Gas Pipeline (TANAP) that links the gas-rich Caspian region with the European
Union is a crucial milestone for Turkey. Indeed, the project has the potential to change the role of the country from being one of just an
importer to that of a regional trade centre or energy hub. However, this viewpoint suggests that Turkey’s goal of becoming an energy hub,
as advocated by many, is overshadowed by the security dimension. The author believes that to achieve energy hub status in the case of
natural gas, Turkey’s critical concerns on the security side need to be addressed first.
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Typuusa: HoBasg UHULMATUBA M aMBULIUM, HO Te XKe ra3oBble Npo6aeMbl

AHHoTaums: HenaBHee 3aBeplleHKe CTPOUTENBCTBA TPaHCAHATONMIACKOTO ra3onpoBo/a, CBA3bIBakOLLEro 6oraTbli ra3oM Kacnuickui pernoH
c EBponeiickum Coto3oM, ABASETCS BaXHOM Bexow ans Typuuu. [ledcTBUTENbHO, MPOEKT MOXET M3MEHWUTb CTaTyC CTpaHbl, caenas Typuuio,
ABNAIOLLYIOCS CTPAHOM-MMMOPTEPOM, PEFMOHANbHBIM LLIEHTPOM TOPrOB/IM SHEPropecypcaMu (IHepreTMUeckUM xabom). ABTOp AaHHOM CTaTby
LeNaeT NPeAnoNoXeHWE 0 TOM, YTo Lieab TypLMm — CTaTb SHEPreTUYECKMM XaboM — 33 AOCTUXKEHME KOTOPOH BbICTYNalT MHOTUE, OTOABUIAETCS
Ha BTOpOM nniaH npobnemMamu 6e30MacHOCTU. ABTOP CUMTAET, UTO A/ LOCTMXKEHMS CTATyCca SHEPreTMYEeckoro xaba B ciyyae C NPUPOSHbIM

rasom Typuun HeO6X0AMMO B NEPBYIO OYEPEnb PELLNTL KpUTHYECKME NpobieMbl B 061acT 6€30MacHOCTy.

KnioueBble cnoBa: ra3onpoBoA, HaAEXKHOCTb NOCTAaBOK, TpaHcaHaTonuickuii rasonposog (TANAP), Typums, sHepreTuueckuii xab

Turkey is getting ever closer to the centenary of its establish-
ment and is located between Europe and Asia, linking the two
continents like a bridge. The country is also home to more than
80 million people. Yet, this human and geostrategic potential is
not consistent with Turkey’s lack of power in the energy field,
which can be deemed lacklustre. Turkey’s proven oil and gas
reserves are low, and extraction of these resources cannot sus-
tain the gross inland consumption in both instances.

In recent years, various branches of the government have
declared their ambitions to make the country an energy hub
in the region. Indeed, the President of Turkey even shared
these ambitions by saying ‘..We aim to make Turkey a global
energy hub’ during the inauguration of the Turkstream pipe-
line in 2020.! The Ministry of Foreign Affairs of Turkey in-
cludes the goal of becoming a regional energy trade centre
in its international energy strategies list. Furthermore, the
Ministry of Energy and Natural Resources’ Strategic Energy
Plan of 2015-2019 indicated the possibility of such a ven-

t “We Aim to Make Turkey a Global Energy Hub,” Presidency of the Republic
of Turkiye, 2020, https://www.tccb.gov.tr/en/news/542/115220/
-we-aim-to-make-turkey-a-global-energy-hub-

ture.2 BOTAS, a wholly state-owned company dealing with
crude oil and natural gas pipelines, also referred to Turkey
as a ‘central country instead of a transit one’ in their Annual
Report of 2020.2 This allegory hints that the country is still
pursuing the vision shared by the former minister of Foreign
Affairs, Ahmet Davutoglu.* According to Davutoglu, the us-
age of ‘bridge’ for Turkey may evoke the image of passivity
and lack of importance whereas the usage of central country’
may indicate a more active and a forward stance and a wor-
thy position for Turkey. Nevertheless, this viewpoint argues
that, although ambitions and actions of becoming an energy
hub in the field of natural gas exist, the security of supply
for gas remains the major hurdle for Turkey to become one.

2 Ministry of Energy and Natural Resources, Strategic Energy Plan 2015-
2019, (Ankara, 2014), 73, https://policy.asiapacificenergy.org/sites/default/
files/Ministry%200f%20Energy%20and%20Natural%20Resources %20
%28MENR%29%20Strategic%20Energy%20Plan%202015-2019%20
%28EN%29.pdf.

> BOTAS, Annual Report 2020, (Ankara, 2021), 33, https://www.botas.gov.tr/
uploads/galeri/74884-2020-faaliyet-raporubotas.pdf.

4 Ahmet Davutoglu, “Turkey's Foreign Policy Vision: an Assessment of 2007,
Insight Turkey 10, no. 1 (Winter 2008): 77-96.
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Figure 1.
Major Oil and Natural Gas Import Pipelines in Turkey
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This viewpoint is split into three sections to address its
point. The first part provides a brief history of Turkey with-
in the framework of natural gas developments. The second
part covers the security challenges facing the country. The
last part evaluates Turkey’s prospect of becoming an ener-
gy hub by taking a deeper look at the details of the TANAP
project and briefly on Turkey’s natural gas storage capability.

Examining ‘the Bridge’ Itself

The Energy Market Regulatory Authority (EMRA) in Turkey
points to the 70s as the beginning of Turkey’s natural gas
journey. According to EMRA, the low levels of domestic pro-
duction and reserves, when compared to the existing and
the possible domestic demand, necessitated future imports
if natural gas was going to be used in the economy.’ The
concrete developments, on the other hand, coincided with
Turkey’s transition back to democracy with the military gov-
ernment slowly returning the reins of power to the public.
Following the general election of 1983, a new government
under Turgut Ozal made significant changes in the econom-
ic domain where protectionism gave way to an outward-fo-
cused attitude towards the international community.® This
change in ethos is further apparent when we consider the
natural gas cooperation between the Soviet Union and Turkey
that occurred during his presidency. Despite standing on the
opposing side for the duration of the Cold War, the outward
approach gave way to an increased dialogue between Turkey
and the Soviet Union with the latter agreeing to provide a
substantial amount of natural gas in 1984. The culmination

> Energy Market Regulatory Authority, Turkish Natural Gas Market Report
2019, (Ankara, 2020), 8, https://www.epdk.gov.tr/Detay/DownloadDocu-
ment?id=LGxe24+8qgew=.

¢ Ziya Onis, “Turgut Ozal and His Economic Legacy: Turkish Neo-Liberalism
in Critical Perspective,” Middle Eastern Studies 40, no.4 (2004): 113-34,
http://www.jstor.org/stable/4289930.

Source: TRT World

of this agreement, the Trans-Balkan Pipeline extension, which
starts in Russia and transits Romania and Bulgaria, was fin-
ished in 1987 and made it possible for Turkey to receive its
first gas deliveries from Russia. Also known as the West Line,
this pipeline marked the beginning of infrastructure projects
with an international flavour for Turkey.” The second import
pipeline (Tabriz-Ankara) was commissioned in 2001 and add-
ed Iran to the list of Turkey’s natural gas suppliers. Further-
more, in 2005, Russia and Turkey established a direct line via
Blue Stream. A year later, Azerbaijan also started to provide its
gas to Turkey via its South Caucasus Pipeline (SCP).

While the pipelines are effective in acquiring supply, their
rigid character does not give leeway for flexibility for the
short-term conditions. One of the possible ways to further
enhance the reach to other suppliers is the utilisation of
liquefied natural gas (LNG) to supplement the imports from
the pipelines. Even though the process of importing LNG is
costlier than the pipelines, because it requires the creation
and operation of necessary infrastructure for reheating gas
back to its regular state for consumption from its cryogenic
condition. Turkey also took some steps during the previous
decades to achieve this diversification option. Three LNG ter-
minals became operational between 1994 and 2001. These
were later accompanied by floating storage and regasifica-
tion units (FSRUs) as well.® Branching off towards the LNG
domain has effectively created a safety net for the nation
as the usage of LNG enabled more flexibility in turbulent
conditions. Nevertheless, compared to the volumes import-
ed by pipelines, LNG imports remains somewhere between
20-25% of the total imports since their addition.

7 “Natural Gas Pipelines,” Republic of Turkey Ministry of Energy and Natural
Resources, n.d., https://enerji.gov.tr/bilgi-merkezi-dogal-gaz-boru-hatkari-en.

& Turkish Natural Gas Market Report 2019, 8.
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Figure 2.
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Turkey’s Percentage of LNG Imports to the Total Natural Gas Imports

Percentage of imported LNG to the total natural gas imports
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Security of Supply

Energy security, according to the International Energy Agen-
cy, is defined as the continuous availability of energy sources
at a reasonable price. Therefore, it is not surprising to see
that the goal of achieving diversification to maintain the
security of supply is at the top of the international energy
strategies of the Turkish MFA.°

As the region is susceptible to adverse political condi-
tions, concrete and long-term understanding between
the countries is crucial for Turkey to sustain its energy
needs. Any political dispute arising in third countries in-
advertently affects fragile security in a negative way. Im-
ports from the West Line suffered such disruption during
the 2006 Gas Crisis that occurred between Russia and
Ukraine.!® Similarly, the gas coming from Iran frequently
experiences interruptions, especially during winter peri-
ods, as the country could not meet its domestic demand.!!
Knowing that Turkey only has three countries to conduct
pipeline trade with, any potential future interruptions
will have crucial repercussions as Turkey does not have
many alternative options.

On the issue of security of supply, Russia, the most re-
source-rich among the post-Soviet republics, especially
merits a mention for Turkey. Even with the inclusion of Iran
and Azerbaijan with their respective pipelines alongside
the additions of Turkey’s domestic LNG regasification avail-
ability, Russia maintained its lion’s share as the primary
supplier of natural gas. As seen in Figure 3, Turkey has de-

° “Turkey’s International Energy Strategy,” Rep. Of Turkey Ministry of Foreign
Affairs, n.d., https://www.mfa.gov.tr/turkeys-energy-strategy.en.mfa.

1 Turkish Natural Gas Market Report 2019, 8.
1 Ibid.
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veloped a significant dependency on Russian gas over the
years with direct lines such as Blue Stream and TurkStream
playing an indispensable role in domestic needs. Never-
theless, recent years saw a gradual shift in this balance,
with imports starting to decline from the average of 50%
of the total.

While the security of supply directly correlates with the
ability to have access, it is the economic power that regu-
lates this ability. Coming closer to today, with the COVID-19
crisis affecting the world, Turkey has been experiencing
significant inflation. This inflationary trend ultimately af-
fects the currency and, observing the power of the Turkish
lira losing ground against foreign currencies, makes the
consumers as well as the country vulnerable to energy
needs in the long run.

Prospect of Becoming a Hub versus Reality

The Trans-Anatolian Natural Gas Pipeline (TANAP) marks the
beginning of the role transformation phase in Turkey. With
the agreement signed on 26 June 2012 by the presidents of
Turkey and Azerbaijan, the project envisaged a pipeline net-
work to bring Azerbaijani natural gas to Turkey.'? The key dif-
ference that separates TANAP from the other pipelines is the
destination. While Turkey has different pipelines that bring
natural gas inside its borders, TANAP’s final destination ex-
tends further towards Greece to supply EU member states.
The project, which is an additional diversification from Rus-
sia’s dominance over both Turkey and the EU, gained suffi-

12 TANAP, Intergovernmental Agreement concerning the Trans-Anatolian
Natural Gas Pipeline System between the Government of the Republic of Turkey
and the Government of the Republic of Azerbaijan, (Ankara, 2013), 2,
https://www.tanap.com/store/file/TANAP_Hukumetlerarasi_Anlasma.pdf.
(In Turkish).
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Figure 3.

Percentage of Imports from Russia to the Total Natural Gas Imports

Turkey's Natural Gas Dependency on Russia
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cient traction to be included in the EU’s Projects of Common
Interest under the ‘Southern Gas Corridor.?

While TANAP may be the first step in the right direction for
Turkey towards becoming more interconnected to the grand-
er energy infrastructure of the region, its effectiveness in
the early years will be minimal. According to Eurostat data,
the supply capacity of the pipeline, which is around 16 bcm
at its initial stage, can only cover 4% of the gross inland
consumption of the European Union’s 2020 rate. Although
the possibility of doubling and a further expansion of this
capacity exists to provide more gas towards the west, the
legal framework of TANAP provides one other element to
consider. Article 7.8 in the TANAP Intergovernmental Agree-
ment gives Turkey a priority for any excess above the initial
volume. Therefore, anything above the 16 bcm is reserved to
be used by Turkey initially. This further brings the question
of whether Turkey will use this line to export gas to the EU
or use it domestically.

One other thing to note is that in order to become a signifi-
cant energy hub, especially for natural gas, Turkey also needs
to improve its underground storage capacity.** The track re-
cord of Turkey in this area has been disappointing. The cur-
rent Minister of Energy and Natural Resources, during a visit
to one of the underground facilities in Turkey, has expressed

3 European Commission, Gas Pipeline to the EU from Turkmenistan and
Azerbaijan, via Georgia and Turkey, [Currently Known as the Combination of
“Trans-Caspian Gas Pipeline” (TCP), “South-Caucasus Pipeline Future Expan-
sion” (SCPFX) and “Trans Anatolian Natural Gas Pipeline” (TANAP)]
Southern Gas Corridor. (n.d.), 1, https://ec.europa.eu/energy/maps/pci_
fiches/PciFiche_7.1.1.pdf.

* Nurettin Altundeger, “A Dream Coming True? Turkey Becoming an Energy
Hub,” West East Institute International Academic Conference Proceedings,
(2015): 72-81.
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their goal of reaching 10 bcm of storage capacity by 2023.%
However, the capacities of comparable countries like the
Netherlands and Germany, which are better suited for hub
classification, are already above this rate with their storage of
13 bcm and 23 bem respectively.® Y

Conclusion

The natural gas story of Turkey is similar to many other
countries that suffer from energy dependence. Access to
natural gas, a critical element for sustaining the economy,
pushes the issue of energy security to remain on the top
of the Turkish agenda. Turkey faces many challenges. Inter-
ruptions from unreliable partners, such as Iran, can lead to
severe shortages during critical months of the year. Political
turbulences, also abundant in the region, can adversely af-
fect the economy in the long run while hurting the prospect
of finding and retaining a new reliable partner. Although the
energy relationship with Russia saw a gradual stabilisation
in recent years thanks to the SCP and TANAP projects, Russia
continues to provide a significant volume of gas to the coun-
try, causing further security questions. Mitigation of these
questions remains an issue mainly because any significant
diversion from course necessitates a strong political and
economic will to succeed. Furthermore, this process is not
only limited to Turkey but rather extends beyond its bor-
ders, and while attempts made by the current government

5 “Minister Donmez Visited the Tuz GOl Underground Natural Gas Storage
Site,” BOTAS, 2020, https://www.botas.gov.tr/Icerik/minister-donmez-
visited-the-tu/305.

% Joaquim Juez-Larré et al.,"Assessment of Underground Energy Storage
Potential to Support the Energy Transition in the Netherlands,”
First Break 37, (July, 2019): 58, D01:10.3997/1365-2397.n0039.

7 “Gas Storage Capacities,” Association of German Gas and Hydrogen Stor-
age System Operators (INES), n.d., https://erdgasspeicher.de/en/gas-
storage/gas-storage-capacities/.
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are commendable, the issue of becoming a hub is getting
increasingly more difficult to solve since the need for gas is
also increasing with time.

With this knowledge, the concept of Turkey becoming the
regional hub portrayed by the government still seems to
reside behind the security dimension. The effectiveness of
the TANAP project, the first major step in this direction, is
more likely to be felt in domestic consumption rather than
in the West. The priority clause of the TANAP agreement
mentioned above provides a piece of supporting evidence
for this claim. Similarly, to become a hub, the underground
natural gas storage infrastructure of the country needs to
grow further from its current state to moderate the potential
shocks and provide long-term availability. With the econom-
ic hardships acquired from the effects of the global pandem-
ic already curtailing the security of supply, any prospect of
becoming a hub remains a question for later.
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