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Abstract

EU-Russian energy relations are characterised by mutual interdependence. Within the EU,
however, the level of Member States’ dependence on Russia varies largely according to
Member States’ abilities to diversify their energy mix and their imports. This has created a
fragmented internal energy market, as demonstrated by the wide range in gas prices
among Member States. Energy supply diversification has become a key concern for the
entire EU, although energy policies are still largely overseen by Member States. While
Russia is likely to remain Europe’s principal energy supplier in the medium term, the
importance of other crude oil and natural gas exporters, including Azerbaijan and
Algeria, is likely to grow. The European Commission supports widening the possible
range of sources, particularly given its antitrust investigations against Russian
companies, which have exacerbated tensions.

The EU and Russia are also divided by their environmental policies, stemming from a
different environmental sensibility but also from the different availability of fossil fuels.
Fighting against climate change, the EU has committed to reduce its overall greenhouse
gas emissions by 20 % by 2020. To fulfil this promise, the EU has relied on the EU
Emission Trading System, currently the largest international carbon market. Unlike
Europe and its ecological considerations, Moscow has long been driven by more
economic and geostrategic factors. Despite Prime Minister Dmitry Medvedev’s recent
willingness to consider limiting carbon emissions and fostering investments in
renewable sources, the country’s refusal to adhere to the second commitment period of
the Kyoto Protocol and its environmentally unfriendly Arctic efforts confirm Moscow’s
resistance to integrating climate issues in its policies.
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1. The inseparability of energy resources, environmental policies and
geopolitics in the EU and Russia

Russia´s recent
commitments to
renewable energy and
carbon emissions are
quite limited.

Environmental policies
are conditioned by
Russia´s vast energy
resources

European and Russian policies on the environment are deeply divergent.
While the EU has been working to establish new targets for pollution in
2050 and investing significant sums in renewable energy, the Russian
government has refused to join the post-2013 extension of the Kyoto
protocol and has only recently initiated legislation to address climate
change. But environmental policies reflect more than an abstract desire to
do good by the atmosphere; environmental policies also reflect the realities
of local energy supplies – whether or not regions and states possess
significant reserves – as well as governments’ pursuit of national security. It
is, on other words, impossible to draw a clear line between energy
resources, climate policies and geopolitics.

Traditionally, Russia has made little effort to curb its carbon emissions, and
has felt little need to invest in renewable resources because of its enormous
natural hydrocarbon resources. A few months before the summit of the
November 2013 Warsaw Climate Change conference, Moscow finally did
approve a package of legal initiatives to support the development of
renewable energy. This marks a change from President Vladimir Putin’s
previous assertion that renewable energy had no chance of being
developed in Russia1. Russia also agreed to reduce its carbon emission by
between 15 and 25 % by 2020 (based on 1990 levels) at the 2009
Copenhagen Climate Change Conference (COP 15)2. This target was
clarified and made binding in a presidential decree of October 2013, when
Moscow fixed the reduction target at 25 %3.

Yet Russian lacks political and business practices for a ‘green’ (low-carbon)
economy, and the resources the country allocates for renewable energy are
quite low compared to other countries’4. Russia’s target for a 25 %
reduction of greenhouse gas (GHG) emission has been called ‘hot air’
because the country had no environmental policy, but had its emissions
reduced by 34.1 % in 2012 (see Chapter 5.2) simply because in the year
used as a benchmark – 1990 – Russia was still emitting Soviet Union-level of
pollution. Critics have called Russian climate policy ‘window-dressing’5.

1 See Russia’s Premier Putin denies renewable energy any chance in Russia. Bellona,
October  2009.
2 See official engagement of Russia to UNFCCC, 29 January 2010.
3 See Medvedev issues bold first by stumping for more renewable energy in Russia, Bellona,
May 2013.
4 Russia allocated on renewable USD 2.8 billion per year by 2020. See Energy Minister:
Russia to invest 17 billion dollars in renewable power generation by 2020. ITAR-TASS
December 2013. The amount is not comparable with resources allocated by China (USD
64.7 billion), US (34.2 billion),Germany (19.8 billion), Japan (14.1 billion) and Italy (14.1 bn).
5 See Alexey Kokorin, Russia´s Post Kyoto climate policy: real action or merely window
dressing? Fridtjof Nansen Institute, May 2013.

http://www.bellona.org/articles/articles_2010/Putin_pushes_nuclear
http://unfccc.int/files/meetings/cop_15/copenhagen_accord/application/pdf/russiacphaccord_app1.pdf
http://www.bellona.org/articles/articles_2013/medvedev_renewables
http://en.itar-tass.com/economy/710684
http://en.itar-tass.com/economy/710684
http://www.fni.no/doc%26pdf/FNI-Climate-Policy-Perspectives-10.pdf
http://www.fni.no/doc%26pdf/FNI-Climate-Policy-Perspectives-10.pdf
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Russia is in fact more concerned with other country’s environmental
policies than with its own, because other countries’ policies could seriously
affect Russia’s hydrocarbon exports. This is officially stated in the Russian
projections of development of March 20136.

In a public conference in April 2013, Prime Minister Dmitry Medvedev
confirmed that Russian policies were based on the country’s ‘abundance of
hydrocarbons’: ‘That doesn’t mean that we must refuse traditional sources
in favour of new one because we have enough traditional [sources], thank
heavens, for many years to come. Nevertheless, this percentage [the
percentage of renewable on total energy] should change7.’

Russia holds the largest proved reserves of natural gas in the world,
estimated at 47.58 billion cubic meters (bcm) – 24 % of world’s total. The
country’s oil reserves are 60 billion barrels, or 3.93 % of global reserves,
placing the country in the ninth global position8. Russia is also estimated to
control more than half – 52 % – of the total resources in the Arctic,
including the equivalent of 412 billion of barrels of oil and significant gas.

Figure 1:
Potential Arctic oil and
gas resources

Source: Calculations from US DOE and US GS data (2013)

EU and Russia are
reciprocally dependent
on energy

In 2012 Russia exported 47.5 % of its oil and 28.2 % of its gas production. Of
these exports, 84 % of its oil and 81 % of its gas was destined for European
markets9. Russia is in this way largely dependent on European
consumption, just as many EU Member States are dependent on Russia’s
gas exports. Russia has exhibited a desire to diversify its markets, but this is
less than simple. Gas in particular requires extensive and expensive
pipelines to be delivered, and cannot simply be rerouted from one day to
the next. If Moscow wishes to alter its patterns of energy trade, this will
require time, investments and stable political relations with transit
countries. Liquefied natural gas may represent an alternative, allowing
Russia to supply to emerging economies in East Asia.

Diversification – of energy sources, as well as routes – is also a prime goal of

6 See Ministry of Economic Development. Projection of long-term social and economic
development of the Russian Federation until 2030, 25 March 2013.
7 See Bellona, May 2013, mentioned.
8 See EIA 2013 Key World Energy Statistics.
9 See IEA 2013.

http://www.economy.gov.ru/minec/activity/sections/macro/prognoz/doc20130325_06
http://www.economy.gov.ru/minec/activity/sections/macro/prognoz/doc20130325_06
http://www.iea.org/publications/freepublications/publication/KeyWorld2013.pdf
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EU attempts to diversify
routes, suppliers and
energy sources

Security aspects of the
EU energy policy

the European Commission, which has challenged the dominant market
position of Gazprom. Fifteen months after the EU Commissioner for
Competition Joaquín Almunia opened an antitrust case against Gazprom,
the European Commission declared, on 5 December 2013, that the South
Stream pipeline project, intended to bring Russian Gas to Europe via the
Black Sea and Bulgaria, was illegal (see Chapter 3).10

In fact, the EU’s environmental policy should be seen as part of the Union’s
efforts to secure its energy supply: by promoting renewable energy (which
is supposed to comprise 20 % of the EU’s energy mix by 2020) the EU is also
fostering energy independence.

Yet many critics have argued that the EU’s environmental strategy for
202011 was ill conceived. Admittedly, the EU achieved the reduction in
emissions it sought – 10 years in advance, in fact, thanks to the crisis (see
Figure 1). But this has had a surprising and counter-productive effect: the
price of bonds in the EU Emission Trading System (ETS) – the EU’s carbon
market, which allows companies to buy credits to offset inefficient practices
(or to generate them if they operated efficiently) – has collapsed. In turn,
the declining cost of buying ‘pollution bonds’ (to offset polluting practices)
has made reopening highly-polluting coal plants12 economical. Faced with
today’s financial realities – cheap ETS bonds and cheap coal (resulting in
part from the US’s gas boom) – some Germany energy producers are
returning to the very coal the EU hoped its policies would make obsolete.

10 Declaration of Marlene Holzner, spokeswoman for EU Commissioner for Energy Gunther
Oettinger. According to the Commission, intergovernmental agreement between Russia
and Bulgaria, Serbia, Hungary, Greece, Slovenia, Croatia and Austria are allegedly illegal. See
South Stream bilateral deals breach EU law, Commission says, on Euractive, 5 December
2013.
11 The strategy 2020 is based on three pillars: (1) legally binding commitments to cut
greenhouse gas emissions by 20 per cent from 1990 levels (2) to use renewable sources for
20 per cent of Europe’s energy, (3) a non-binding aspiration to reduce their energy
consumption by 20 per cent relative to projections made in 2007.
12 See EU must improve its aim on energy- Politicians need to learn from their policy
mistakes, Financial Times, 1 December 2013

http://www.rferl.org/content/eu-renegotiate-south-stream/25191193.html
http://www.euractiv.com/print/energy/commission-south-stream-agreemen-news-532120
http://www.ft.com/intl/cms/s/0/f954b812-5903-11e3-a7cb-00144feabdc0.html?siteedition=intl
http://www.ft.com/intl/cms/s/0/f954b812-5903-11e3-a7cb-00144feabdc0.html?siteedition=intl
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Figure 2:
Total GHG emissions of
the EU-27 compared to
2020 and 2050 targets

Source: European Environment Agency

Other countries are
polluting more than the
EU.

Critics of the EU’s policy also note that some European energy-intensive
companies are relocating in non-EU countries, where pollution limits are
lower or non-existent. While the EU’s modest contribution (11 % in 2012) to
the globes’ emissions may diminish, global levels continue to rise. China,
US, India and Russia contributed the lion’s share (28 %, 15 %, 6 % and 5 %,
respectively) of global emissions in 2012. They have also made few
commitments to reduce their emissions and they are projected to rise.

Figure 3:
Trends in CO emissions

Source: European Commission. Trends in global CO emissions. 2013 Report

Russia is projected to
further increase its GHG
emissions

While Russia’s GHG emissions have remained stable in recent years, this is
more a reflection of its GDP growth than climate policies. A reduction of
GHG is expected for 2013 (when GDP growth is likely to be 1.8 %), but
Russia is likely to produce more GHG once growth increases. Moscow
projects emissions to increase by 5 % between 2013 and 2020, and then to
decline by 5 % by 2030. This projection would be entirely in line with the
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country’s commitments – the ceilings in the Kyoto first commitments and
President Putin’s own commitment in October 2013 to reduce emissions by
25 % (see Chapter 5.2).

In general, the availability of hydrocarbons substantially determines
environmental policies of the EU and Russia, as does the EU’s struggle to
limit its energy dependency.

2. Facts and figures on energy relations

2.1. EU and Russia: Interdependent energy partners

Russia´s leading role as
the EU’s energy supplier
is likely to persist in the
long term, even if
Norway provisionally
takes the lead.

European Member States
have different levels of
dependency on Russia,
which has resulted in
different prices.

The Russian Federation has been the main exporter of oil, gas and coal to
Europe for many years. In 2011, it provided 30 % of the EU's gas imports, 35 %
of its oil imports and 27 % of its coal imports13. Russia is also the EU’s first
supplier of uranium: around one quarter of the EU’s uranium imports
originates in Russia14.

Russia is expected to remain a key energy partner for Europe. Nevertheless, a
number of factors point to a possible decline in Russia’s influence in this
sphere. On the one hand, the dynamics of global gas markets are changing:
US shale gas exports may be exported in the future; liquefied natural gas may
be increasingly shipped by sea far from its place of production; and market-
based pricing may replace the sort of long-term contracts favoured by
Gazprom. And on the other hand, the EU has made a steady effort to diversify
its energy sources (including, notably, from renewable energies), supply
routes and suppliers. The latest figures published by British Petroleum (BP) in
its Statistical Review of World Energy (June 2013) indicate that Norway
overtook Russia as the EU’s biggest gas supplier for the first time in 2012:
Norway accounted for 35 % of European natural gas imports, while Russia
came second with 34 %15. However, this shift has yet to be confirmed by
Eurostat, whose recently published provisional figures, based on cumulative
monthly data, still show Russia as the leading supplier. According to
Eurostat’s numbers, Russia provided the EU with 31.9 % of gas imports)
leaving Norway second (with 29.4 %) – in 201216. Eurostat will only publish its
definitive 2012 annual data for energy imports in 2014.

EU Member States rely on Russian natural gas to different degrees (see Figure
4). Some northern and eastern Member States depend on one, single Russian
supplier, and often on one supply route, for 80-100 % of their natural gas
consumption17. Others have a more diversified portfolio of suppliers, which is
nevertheless dominated by Russian imports. This is the case of Germany, for
example, which relied on Russia for almost 40 % of its natural gas

13 Eurostat Statistics
14 European Commission, Directorate-General for Economic and Financial Affairs, Member
States’ Energy Dependence: An Indicator-Based Assessment, European Economy, Occasional
Papers 145, April 2013
15 BP Statistical Review of World Energy 2013
16 Eurostat Statistics
17 European Commission, Energy challenges and policy, Commission contribution to the
European Council of 22 May 2013
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Russia is also dependent
on the EU market.

consumption in 2012 (and which was Russia’s biggest market in the EU).
Some Member States, mostly in western Europe (e.g. the United Kingdom,
Ireland, Spain and Portugal), do not import any natural gas from the Russian
Federation18. Russian companies are trying to enter those markets by
exporting liquefied natural gas (LNG) by sea; the first contract with Spain was
concluded in October 201319.

Russia's leading role in Europe's energy trade creates a close
interdependence of both trading partners. The EU represents the largest
market for Russian natural gas exports. As a consequence, exports to the EU
represent an important source of revenue for the company Gazprom, which
enjoyed until recently a monopoly over gas exports20 and is majority-owned
by the Russian state, and indirectly for the Russian state budget. In a recent
report, the US Congressional Research Service estimated that about half of
the 7.1 trillion cubic feet of natural gas exported by Gazprom in 2011 went to
the EU21. Infrastructure systems for oil and gas are also closely
interconnected.

18 CRS R42405, Europe's Energy Security: Options and Challenges to Natural Gas Supply
Diversification, 20 August 2013
19 See Reuters, No point for LNG to rival Gazprom piped exports, 1 November 2013.
20 According to a law signed in December 2013 by President Vladimir Putin, Gazprom will
keep its monopoly over piped-gas but other Russian producers will be allowed to export
liquefied natural gas.
21 CRS R42405, Europe's Energy Security: Options and Challenges to Natural Gas Supply
Diversification, 20 August 2013 (7.1 trillion cubic feet correspond to 201 billion cubic
metres)

http://www.reuters.com/article/2013/11/01/russia-lng-idUSL5N0IM1V220131101
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Figure 4:
EU Member States'
dependence on Russian
natural gas

Source: BP Statistical Review of World Energy 2013; CRS R42405, Europe's Energy Security:
Options and Challenges to Natural Gas Supply Diversification, 20 August 2013

Figure 5:
Destination of Russia's
crude oil exports,
2012

Source: EIA
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Figure 6:
Destination of Russian's
natural gas exports, 2012

Source: Gazprom

2.2. Russia's oversized pipeline network

The Russian pipeline
network is subject to
local instabilities.

While Russian oil production can easily be delivered to new emerging Asian
markets, gas is a ‘proximity commodity’ that requires more infrastructure and
greater investments in pipelines. These lines are subject to local instability
when crossing sovereign countries, as was underscored by the Ukrainian gas
crisis of 2009, when Russia gas supplies, flowing through Ukraine to south-
western Europe, were cut off. Diversification is of the utmost importance:
countries that are completely dependent on Russian imports are subject to
political pressure and to higher gas prices. Among the Commonwealth of
Independent States (CIS) countries, Armenia, Georgia, Moldova and Ukraine
have the greatest need to diversify. Among the EU countries, this is true for
Bulgaria, Estonia, Finland, Latvia and Lithuania (see Figure 4)22.

On the other hand, Russia needs to export to Europe because it cannot easily
diversify its markets. The Russian giant Gazprom, through its subsidiary
Gazexport, has progressively prolonged its gas network, initially conceived
for the former Soviet Union, to serve its Western neighbours (in particular
Germany, Turkey and Italy). As a result, the EU’s efforts to diversify its energy
sources are profoundly irritating for Gazprom and the Russian government.

22 The correlation between gas prices and dependency is impressive: for example, in
January 2013, the gas price in Germany, which has both a diversification of sources and a
strong demand, was 24.3 EUR/MWh, while it was 37.9 EUR/MWh in Lithuania and 43.3 in
Bulgaria, which depend on Russian gas respectively for 100 % and 85.5 %. (Source, EU
Commission).
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Figure 7:
Major Russians gas
export pipelines routes

Source: East European Gas Analysis 2011

While export figures are
uncertain, the pipeline
network is characterised
by overcapacity.

This pipeline network is characterised by overcapacity: its total existing
export capacity is currently 256 billion cubic meters (bcm), while actual gas
flows to Europe in 2011 were between 140,6 bcm (according to BP Statistics)
and 201 bcm (according to Gazprom). That said, it is difficult to know what
actual gas exports are; in the case of the statistics cited here, for example, the
entities providing the figures (Gazprom and BP) hold complex competition
relations that may jeopardise their numbers’ reliability23.

Despite overcapacity, new eastward transit lines are being built to bypass
Ukraine from the North and the South and avoid the risk that supplies are cut,
as happened in 2009 (see Chapter 3). Once these additional lines are
completed, the total export capacity to Europe will be 374 bcm. The intention
is to neutralise competitors (especially the TAP) and to discourage EU
countries from diversifying through new investments by making Russian gas
available at better prices. But because these new investments in pipelines to
Europe have come at the expense of investments to develop other markets,
the new lines effectively increase Russia's dependency on Europe.

23 In any case, minimum export quantities, as guaranteed under take-or pay- contracts, is
around 140 bcm.
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Figure 8:
Capacity of major Russian
gas export pipelines

Source: M. Hafner, Russian Strategy on infrastructure and gas Flows to Europe,
POLINARES, Dec. 2012

2.3. Integrating the EU energy market, and the potential impact on gas prices

The diversity of suppliers
and the type of pricing
mechanisms significantly
influence gas prices

In Europe, a wide range of gas price levels divides Member States (see Figure
9 for wholesale gas prices at the beginning of 2013). The price of gas in
northern and eastern Europe is the highest, ranging from EUR
34.2/megawatt-hour (MWh) in Latvia to EUR 41.9/MWh in Bulgaria. As shown
in Figure 4, the Baltic Member States and Bulgaria are still entirely dependent
on gas supplies coming from Russia.

Various factors enter into the formation of natural gas prices, including: the
cost of production, transportation and storage, and tariffs, levies and taxes in
the various Member States. Two other elements have a significant effect on
price levels: the diversity of gas suppliers and supply routes and the pricing
mechanism applied.

Member States with a diversified portfolio of gas suppliers and supply routes
and with well-interconnected markets tend to pay less for imports. Figures
provided by the European Commission (May 2013) show that border prices
for gas imports to countries such as the United Kingdom, Germany or
Belgium are on average well below (by about 35 %) prices for gas imports in
countries that depend on a limited number of suppliers, such as Bulgaria or
Lithuania24. The latter are in an unfavourable bargaining position (especially if
they also suffer from infrastructural constraints, such as a lack of alternative
supply routes), as they are subject to the market power of their supplier to a
greater extent.

24 European Commission, Energy challenges and policy, Commission contribution to the
European Council of 22 May 2013
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Figure 9:
Average wholesale gas
prices in the EU (€/MWh),
first quarter 2013

Source: European Parliament, ITRE Committee study, The impact of Oil Price on EU energy prices
(forthcoming), based on data extracted from European Commission, Quarterly Report on
European Gas Markets, First quarter 2013

An interconnected
European energy market

The pricing mechanism in use in a given market (i.e. oil-indexed long-term
contracts, hub-based market pricing25, regulated prices) also has an impact
on gas price levels. Russian gas is generally supplied under long-term, oil-
indexed contracts.

Hub-pricing is predominant in north-western Europe and it is gaining ground
in central and eastern Europe, where importers are trying to renegotiate the
indexation applied to their long-term contracts26. Some key European gas
customers (e.g. Eon, GDF, Eni and RWE) have complained about Gazprom's
gas pricing practices. In the periodic review of their long-term gas contracts
with Gazprom, these companies have sometimes obtained some retroactive
gas price adjustments (the estimated price reduction is 7-10 % for 2012). To
date, Gazprom has not agreed to increase the share of spot gas indexation –
currently 7-8 % – in its export portfolio27.

In order to apply downward pressure on energy prices, the EU is pursuing a

25 This is a market-based pricing mechanism whereby the gas price levels are determined by
the balance between the supply and the demand on a market. The gas is exchanged at
specific physical location (“physical hubs”, the most famous one being Henry Hub in the US)
or in virtual trading zones (“virtual hubs”, e.g. the National Balancing Point in the UK).
26 European Parliament, ITRE Committee study, the impact of oil price on EU energy prices
(forthcoming).
27 ICIS, ‘Gazprom expects European gas export rise in 2013 – Medvedev’, ESGM 4 June 2013
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may result in lower
prices.

policy that would open and integrate markets, increase cross-border trade
and develop competition28. The Heads of State of Member States have
established the objective of completing the internal energy market by 2014
and developing interconnections to end the isolation of Member States from
the European gas and electricity grids by 2015. Oil-indexed gas contracts are
increasingly attracting the attention of political leaders in Europe. At the
meeting of the European Council on 22 May 2013, European Heads of State
and governments agreed that the contractual linkage of gas and oil prices
needed to be examined.

The EP has recently adopted a resolution on ‘Making the EU internal energy
market work’ (T7-0344/2013, September 2013) that endorses the European
Commission's communication of last November (COM (2012)0663) and its
accompanying action plan to overcome hurdles that hinder the completion
of the internal market. In its resolution, the EP supported the idea of
decoupling the gas energy pricing mechanism from the oil-indexation to
more flexible alternatives.

3. EU and Russia: Energy policies

Russia has developed a
pipeline network to
bypass Ukraine.

The interdependence of the EU and Russia described above explains many
features of their energy policies.

As shown in Figure 7, most of Russia’s gas flows across Ukraine – a route
whose unreliability became apparent in the gas crisis of January 2009. To re-
establish a reputation as a reliable partner after the crisis, Gazprom launched
the ‘bypass plan’, constructing alternative transit routes to supply Germany
and southern Europe (Figure 10). The plan includes the ‘South Stream’,
reaching Italian and French markets through Bulgaria, Serbia, Hungary and
Slovenia, and the ‘Nord Stream’ supplementary route (Nord Stream 3 and 4)
to reinforce Germany’s gas supply.

Recently, the European Commission declared the South Stream project
illegal, and Commissioner for Energy Günther Oettinger asked member states
and candidates to EU accession to renegotiate the international agreements
with Russia for the construction of the pipeline29. While the Commission’s
antitrust investigation into South Stream was initiated in February, the timing
of the recent announcement, in December 2013, has led some analysts to
suspect the investigation is linked to political developments in Ukraine30. The
Commission’s position will also present evident setbacks for the southern

28 European Commission, Energy challenges and policy, Commission contribution to the
European Council of 22 May 2013.
29 See South Stream bilateral deals breach EU law, Commission says, on Euractive, 5
December 2013.
30 See Policy Department, D-G for External Policies, Delays to South Stream benefit Ukraine.
December 2013

http://www.euractiv.com/print/energy/commission-south-stream-agreemen-news-532120
http://www.europarl.europa.eu/RegData/etudes/briefing_note/join/2013/522316/EXPO-AFET_SP(2013)522316_EN.pdf
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European Member States and candidates involved in the construction of
South Stream, notably Serbia (see Figure 12)31. This decision will not affect
Russian gas supplied to Germany through the Nord Stream pipeline.

Figure 10:
Gazprom´s schema to
diversify supply routes
and bypass transit
countries

Source: Wood Mackenzie, as published in M. Hafner, mentioned

Although the EU is
working to diversify
energy routes and
sources, its dependence
on Russia is likely to
increase.

From the EU point of view, energy security involves creating not only safer
transit routes, but also new sources. The Southern Corridor (which brings
Azeri Gas through Turkey, Greece and Italy through the Trans-Adriatic
Pipeline, or TAP), the projected Galsi Pipeline (which is set to bring Algerian
gas to Italy) and possible imports of liquid natural gas from the USA are
intended to diversify sources and reduce prices. Yet despite these
developments – and despite EU environmental policies aimed at curbing EU
consumption of gas in the near future – the EU’s gas imports from Russia are
likely to increase, rather than decrease, in the near future. This is the result of
a combination of factors: the declining EU domestic gas production; the
instability of Mediterranean sources; the difficulty of exploiting newly
discovered deposits off the coast of Cyprus; greater competition with China
for newly discovered sources in Africa; and the limited capacity of Russia’s
competitors' pipelines (the TAP, for example, will only bring 10 bcm of Azeri
gas to Europe).

Figure 11:
Projected gas flows from
Russia to the EU and
growth in gas pipeline
capacity

Source: WEO2011, IEA

31 See South Stream niezgodny z prawem unijnym? (South Stream incompatible with EU
law ?), OSW, 11 December 2013.

http://www.osw.waw.pl/print/21513
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Russia’s new investments
are unlikely to be
profitable…

…and they appear to be
driven in large part by
the need to protract EU
dependency.

Yet the EU’s increased gas imports from Russia will not necessarily
compensate the massive pipeline investment costs projected by Gazprom.
The diversification of pipelines from Russia to the EU is, in fact, expected to
result in a lower gas price. According to the International Energy Agency
(IEA), around USD 100 billion a year should be invested in Russia in new
infrastructure and technologies to meet the growing domestic and foreign
demand for oil, gas, coal and power. However, these new investments can be
profitable only if oil is priced 32 at USD 150 per barrel, although the average
price of oil was USD 117 per barrel in 2012, and is unlikely to rise in the next
years because US production is booming.)

To sum up, the significant investments in pipelines Russia has planned seem
to be driven more by political considerations than by market factors. On the
one hand, Russia has responded to international political considerations: the
projects endeavour to protract European dependency by preventing the EU
from seeking greater diversification from other sources. On the other, Russia’s
domestic politics may play a role, as the projects facilitate the business of
powerful Russian oligarchs, owners of pipes and tubes factories. Gazprom’s
projects are of an enormous scale, as a comparison of new investments in the
southern route underscores: while the TAP will bring 10 bcm – possibly
20 bcm – of Azeri gas per year through Greece and Italy, Gazprom’s South
Stream (see map below) has been planned with an initial capacity of 63 bcm.
This explains the cutting appraisal of the TAP offered by Gazprom managers:
‘just enough for a barbecue’33. But also the move of the European
Commission against this project34.

Figure 12:
Gazprom’s planned
‘South Stream’ pipeline

Source: M.Hafner, Russian Strategy on Infrastructure and Gas Flows to Europe. POLINARES
working paper n. 73

While the EU’s raising gas imports from Russia would seem to call for smooth
relations, this is not entirely the case. The European Commission’s

32 Since the price of Russian gas is linked to the price of oil.
33 See Financial Times: Decision time for BP-led group on route of Caspian gas pipeline, 9
June 2013.
34 See South Stream bilateral deals breach EU law, Commission says, mentioned.

http://www.ft.com/intl/cms/s/0/754e27ba-cec5-11e2-ae25-00144feab7de.html
http://www.euractiv.com/print/energy/commission-south-stream-agreemen-news-532120
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The EU has an on-going
antitrust investigation
into Gazprom's practices.

Russia is also making
major efforts to diversify
its markets, notably in
Asia.

Directorate-General for Competition launched a ‘hostile’ antitrust case
against Gazprom in September 2012. The case was based on the following
factors: (i) market partitioning, meaning that gas price differences between
east and west European countries are not always justified by market and tax
differences; (ii) barriers to supply diversification, as Gazprom is suspected
preventing third parties from using its pipelines35; and (iii) unfair pricing, since
natural gas contracts have linked gas and oil prices. Moreover, Gazprom has
not followed the EU’s ‘Third Energy Package’, a legislative package that
requires vertically integrated companies in the EU to ‘unbundle’ production
and transport activities. One year after the launch of the EU’s investigation
into Gazprom, Commissioner Joaquín Almunia declared on 3 October 2013
that a formal statement of objections would be issued shortly36.

Not only is the EU trying to diversify. While the Union hoped to develop new
sources of imports and avoid monopolistic pressure, Russia is trying to
diversify its export markets to avoid monopsonistic pressure from Europe.
Since all its pipelines are directed to Europe, Russia is investing substantially
in liquid natural gas (LNG) facilities to ship its gas to emerging Asian markets.
The planned ‘Power of Siberia’ pipeline, which would bring natural gas to
liquefaction plants in Vladivostok, is expected to cost USD 46 billion – the
highest amount ever dedicated to such a project. Again, Russia’s aim appears
to be more political than economic, since return on investment is not
guaranteed even in the long run.

4. Russia's energy mix increases carbon emissions
Russia’s own energy consumption relies heavily on gas and oil, and the
country’s domestic consumption consumes two thirds of its gas and half of
its oil production37.

35 Gazprom’s conduct is believed to be in breach of the ‘Third Party Access (TPA)’ regime, set
up by the European Gas Directive of 1998 and further articulated by the second and third
energy law packages (Directives 2003/55/EC22 and 2009/73/EC23.
36 See Financial Times, Gazprom warned it may face antitrust charges, 3 October 2013. Other
sources suggest that Gazprom has shown a positive attitude towards a possible split into
two companies, in order to comply with the EU's Third Energy package. Nevertheless,
Putin´s decree obliges Russians subsidiaries in the EU to withhold companies´ information
from the Commission's investigators. See N.Sartori, The European Commission vs. Gazprom:
An Issue of Fair Competition or a Foreign Policy Quarrel? IAI, 2013.
37 According to the IEA, in 2011, while Russian oil production amounted to 514 864 ktoe
(thousands tonnes of oil equivalent), 50 % was used for domestic consumption (i.e. 266 051
ktoe). Likewise, while total gas production amounted to 552 728 ktoe, 70 % was used for
domestic consumption, i.e. 387 459 ktoe.

http://www.ft.com/cms/s/0/cdfbaee6-2c3a-11e3-acf4-00144feab7de.html
http://www.isn.ethz.ch/Digital-Library/Publications/Detail/?lng=en&id=157645
http://www.isn.ethz.ch/Digital-Library/Publications/Detail/?lng=en&id=157645
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Figure 13:
Russian oil and natural
gas production and
exports, 2001-2011

Source IEA

Figure 14:
Russia’s total oil production
and consumption, 2001-
2011

Source EIA

Russian energy imports are not relevant in volume, since the country is a net
exporter country. However, the limited capacity of its refineries means that
the country imports small quantities of refined oil. After production in
Russian refineries dropped in 2002, their output collapsed in 2003, when an
export tax on oil products was introduced.
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Figure 15:
Russia's refinery capacity,
1993-2012

Source EIA

Figure 16:
Russian's oil and natural
gas imports, 2001- 2011

Source IEA

Russia's energy mix is
dominated by traditional
sources.

Because Russia is a major producer of oil and natural gas, the country’s own
energy mix is dominated by these sources, with a general slow shift away
from oil and towards natural gas. In 2011, Russia met 40 % of its domestic
energy needs from natural gas, 35 % from oil, 13 % from nuclear, 4.7% from
coal and 4.2% from hydropower (see Figure 17). In 2012, Russia’s
hydroelectric production accounted for the 4.5 % of the world total, making
the country the fifth hydroelectric producer in the world38. Yet the country’s
overall use of renewal energy remains low, which means its carbon
emissions are significant and increasing (see Figure 19).

Moscow may be on the verge of reconsidering its policy on renewable
energy. A Russian interministerial working group on climate change and
sustainable development met in February 2013 and concluded with a
presidential resolution aimed at stimulating the use of alternative energies.
The government offered compensation to offset the high cost of renewable

38 BP Statistics 2013.
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energy, although its subsidies were quite limited (USD 17 billion) and a
carbon tax was ruled out because it was considered ‘inefficient’.39

Figure 17:
Russian's energy mix
(total final consumption),
2001-2011

Source IEA

Russia could make great
strides in energy
efficiency and improving
its buildings´ efficiency.

Were Russia more energy efficient, this would have a major positive impact
on the energy balance in the country and across the globe. Russia does have
the potential to be significantly more energy efficient and reduce its primary
energy use by almost one third40. The projected growth of domestic and
foreign natural gas demand would not be undercut by a more efficient use of
gas, and the country’s savings could equal its total gas exports in 2010.

Russia is making legislative efforts to become more energy efficient. In 2009 a
Federal Law on Energy Efficiency was issued, followed by a state programme
on energy savings, adopted in 2010, and a 2011 decree on energy efficiency
labelling41. However, these legal acts have limited scope: they only concern
state-funded organisations and only apply to residential buildings, lighting
and appliances. Industry and transport, which are more polluting and
wasteful sectors, are not concerned. Moreover, the recommendations
included in the state program are not mandatory, although they have led to
the introduction of energy efficient equipment, the installation of measuring
devices and the labelling of buildings.

39 See Medvedev issues bold first by stumping for more renewable energy in Russia,
Bellona, May 2013.
40 See the World Energy Outlook -2011 (WEO) which examines Russia’s energy efficiency
potential. According to this source, Russia’s energy efficiency potential is comparable to the
total energy consumption of the United Kingdom in one year.
41 See International Energy Agency, Energy Efficiency Database, Russia.

http://www.bellona.org/articles/articles_2013/medvedev_renewables
http://www.worldenergyoutlook.org/media/weowebsite/2011/executive_summary.pdf
http://www.iea.org/policiesandmeasures/energyefficiency/
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Figure 18:
Russia’s energy
consumption by sector,
2011

Source IEA

Russia won´t meet its
target for reducing
emissions by 2020.

The country is currently not on track to meet its ambitious 2008 target of a
40 % reduction in energy use by 202042. Among developed countries, Russia
is the laggard in implementing the energy-efficient measures, as stressed by
the International Energy Agency43 (see Chapter 5). This depends on the fact
that Russia’s economic system relies on traditional, polluting sources, which
feed huge investments in housing, transport, energy routes and industry. As
a result, Russia’s greenhouse gas (GHG) emissions have not fallen over the
past 15 years, but have rather slightly increased.  After a decrease of growth
in 2013 (1.8 %), GDP is expected to overcome 3 % in the years 2014-2017, and
this can result in a further increase of GHG emissions44.  (See Figure 19).

Figure 19:
Greenhouse gas
emissions in the Russian
Federation (without land
use and forestry)

Source UNFCCC

42 See Presidential Decree n.889/2008 concerning some measures for improving the energy
and ecological efficiency of the Russian economy.
43 See Alexander Gusev, Energy Efficiency Policy in Russia: Scope for EU-Russia Cooperation,
SWO, June 2013.
44 See HIS Global Insight, Russia, 2013.

http://www.iea.org/policiesandmeasures/pams/russia/name,30179,en.php
http://www.swp-berlin.org/fileadmin/contents/products/comments/2013C16_gsv.pdf
http://myinsight.ihsglobalinsight.com/servlet/cats?filterID=1136&serviceID=4078&typeID=60004&pageContent=report&pageType=ALL
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5. The EU and Russia: Climate policies and positions in international climate
negotiations

5.1. EU climate policies

The EU is actively
engaged, internationally
and domestically, in
reducing greenhouse gas
(GHG) emissions.

The EU's key tool, the
Emission Trading System
(ETS), is suffering from an
excess of emission
certificates.

The fight against climate change is one of the EU's key priorities. The Union
aims to create a low-carbon economy that fulfils the international
commitments it made under the 1997 UN Kyoto Protocol on climate change:
reducing CO2 emissions by 8 % in 2008-12 compared with 1990 levels. Having
set a unilateral climate target of a 20 % reduction in greenhouse gas (GHG)
emissions by 2020, and of 80-95 % by 2050, the EU has also declared its
willingness to aim for a 30 % reduction by 2030 if other developed countries
contribute proportionally, according to their responsibilities and respective
capabilities. On 27 March 2013 the European Commission launched a debate
about a 2030 framework for climate and energy policies45, paving the way for
the future and preparing an EU position for the new international agreement
envisaged on climate change mitigation, which is to be adopted by 2015.
This new agreement should enter into force in 2020, when the second
commitment period of the Kyoto Protocol expires.

One of the main instruments of the EU’s policy to combat climate change is
the EU Emission Trading System (ETS), currently the largest international
carbon market. Introduced in 2005 to help achieve the EU's Kyoto Protocol
commitment, the ETS remains a cornerstone of the EU's medium- and long-
term climate targets. Based on the 'cap and trade' principle, a 'cap' is set on
the total amount of GHG emissions that can be emitted by all the installations
(factories, power stations, etc.) included in the scheme. Each installation buys
or receives ‘emission allowances’ auctioned by the Member States. These
credits can be traded with other installations if unused. Over time, the overall
amount of allowances is progressively reduced.

The economic crisis in the EU contributed heavily to a growing surplus of
emission allowances, threatening the Union’s carbon market. On 3 July 2013,
the European Parliament agreed to freeze the auctioning of a portion of CO2

permits46 (the 'back-loading' proposal) to countervail the surplus. EU
ministers have since endorsed Parliament's position, and the EP could vote
on the matter as early as December.

Since 2012, the ETS also applies to aviation. Following massive international
opposition – including, notably, from Russia – the EU 'stopped the clock' by
temporarily suspending the scheme's application to intercontinental flights.
This gesture of goodwill was also meant to allow the International Civil
Aviation Organisation (ICAO) to develop a global solution to the problem of
aviation emissions. On 4 October 2013 the ICAO Assembly agreed to develop
a global market-based mechanism (MBM) for international aviation by 2016

45 COM (2013)169.
46 This time it set stricter conditions after the plenary narrowly rejected the measure in April:
If no significant risk of carbon leakage is expected, the Commission may exceptionally and
only once adapt the timetable for auctioning a maximum number of 900 million ETS
allowances.



Policy Departments, Directorate-General for External Policies and Directorate-General for Internal Policies

24

One bone of contention
is the use of the ETS to
offset air transport
emissions from
intercontinental flights.

After the Copenhagen
Climate Change
Conference, the EU
changed its strategy for
international climate
negotiations.

that could start in 2020. In response, the European Commission proposed to
amend the ETS on 16 October 2013 so that it would only cover aviation
emissions for flights within the European regional airspace. This arrangement
will be applied from 1 January 2014 and until the planned global market-
based mechanism applies to international aviation emissions.

Traditionally, the EU has set standards and examples in international
negotiations; this was the case, for example, with the EU’s unilateral
commitments to reduce GHG emissions. However, two years after the failure
of the Copenhagen Climate Change Conference (COP 15), and facing
geopolitical changes, the EU adopted a more pragmatic approach.

The Union approached developing countries that shared its vision of a legally
binding and universal regime and insisted particularly that all major emitters
be included. The EU also built bridges with countries that might block climate
accords (notably China and the US) in the hope of keeping up the
momentum after the Kyoto protocol expires in 2020.

The EU’s key goals for international climate negotiations include the
following47:

 legally binding targets (moving beyond ‘pledges’);

 strong compliance mechanisms (i.e. high penalties);

 greater use of market mechanisms than in the Kyoto Protocol
(including aviation and using 1990 as a single base, without carrying
over the existing stockpiles of emission credits);

 multilateralism (rather than small forums or bilateral agreements);

 reliance on scientific evidence to define targets and timetables;

 inclusion of the precautionary principle.

5.2. Russian climate policies

Russia more than
complied with its Kyoto
Protocol objectives – and
benefitted from the
Protocol’s flexibility
mechanisms –without
having to adopt a climate
policy.

In 2010, Russia was the fifth emitter of CO2 in the world after China, the USA,
India and the EU48,49. By ratifying the Kyoto Protocol, Russia committed to
limiting its GHG emissions to its 1990 emission levels. However, since the
benchmark year coincides with the collapse of the USSR – the year in which
Russia transitioned to a market economy, while relying on less energy-
intensive activities – the country exceeded the Kyoto targets without having
to implement a climate policy50 (Figure 20).

This also meant that at the end of the first commitment period of the Kyoto

47 Baeckstrand, K. Elgstroem, O. The EU's role in climate change negotiations: from leader to
‘leadiator', Journal of European Public Policy, 2013, p3.
48http://data.worldbank.org/indicator/EN.ATM.CO2E.KT/countries?order=wbapi_data_valu
e_2010+wbapi_data_value+wbapi_data_value-last&sort=asc [Accessed on 25 October
2013]
49 http://edgar.jrc.ec.europa.eu/CO2REPORT2012.pdf [Accessed on 25 October 2013]
50 Lioubmitseva, E. ‘Russia's Role In The Post-2012 Climate Change Policy: Key
Contradictions And Uncertainties’, Forum on Public Policy, p 7.

http://data.worldbank.org/indicator/EN.ATM.CO2E.KT/countries?order=wbapi_data_value_2010+wbapi_data_value+wbapi_data_value-last&sort=asc
http://data.worldbank.org/indicator/EN.ATM.CO2E.KT/countries?order=wbapi_data_value_2010+wbapi_data_value+wbapi_data_value-last&sort=asc
http://edgar.jrc.ec.europa.eu/CO2REPORT2012.pdf
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Russia has chosen not to
participate in the second
commitment period
(2013-2020) of the Kyoto
Protocol.

Protocol, Russia owned the largest surplus of emission rights which it could
sell to other parties51. (Because Russia has not actively worked to achieve this
surplus, it has been called ‘hot air’.)

In 2012, Russia announced that it would not be part of the second
commitment period of the Kyoto Protocol. Nevertheless, the country wants
to continue profiting from its existing stockpile of emission credits.

In all negotiations, Russian positions have been driven more by economic
and geostrategic motives than by ecological considerations52. Climate
change is often only considered for its economic ramifications: either as a
threat to the national economy53 or as an opportunity (e.g. for agriculture and
access to new raw material).

Russia’s key goals for international climate negotiations include the
following:

 inclusion of all developed and developing countries (this was the main
reproach to the Kyoto Protocol);

 flexible commitments for participants (rather than ‘legally binding’
agreements)54;

 conservation of the international climate regime, which would allow
Russia to continue to profit from its stockpile of emission credits55;

 international recognition of the contribution of the forestry sector (i.e.
by allocating credits for the carbon sinks of the boreal forests which are
plentiful in Russia)56;

 the adoption of 1990 as baseline year for a new binding agreement.

Figure 20:
Total aggregate
anthropogenic emissions
of CO2, CH4, N2O, HFCs,
PFCs and SF6, excluding
emissions/ removals from
land use, land-use
change and forestry, in
Gg CO2 equivalent

1990 2000 2005 2009 2010 % change from
1990 to 2012

EU-27(a) 5 583 135 5 078 135 5 148 712 4 609 880 4 720 878 - 15.4

Russia 3 349 761 2 040 448 2 120 681 2 112 053 2 207 596 - 34.1

51 The Russian Federation is now blocking further negotiations because it was not given the
floor by the President of the 18th COP in Doha (2012) during the adoption of measures
preventing ‘hot air’.
52 Korppoo, A. ‘Russia and the post-2012 climate regime’, 2008, 23.
53 Climate Doctrine of the Russian Federation, 2009.
http://archive.kremlin.ru/eng/text/docs/2009/12/223509.shtml.
54 ‘Statement of the Advisor to the President of the Russian Federation’, Special
Representative of the President of the Russian Federation in Climate Change,
www.rusecounion.ru. In Turkowski, A. ‘Russia’s international climate policy’, The Polish
Institute of International Affairs, 27, p 5.
55 Turkowski, A. ‘Russia’s international climate policy’, The Polish Institute of International
Affairs, 27, p 7.
56 Ibid p 6.

(a) For the EU-15 emissions decreased by 10.6 % between1990 and 2010.
Sources: http://unfccc.int/resource/docs/2012/sbi/eng/31.pdf, p. 14

http://unfccc.int/resource/docs/2012/sbi/eng/31.pdf
http://archive.kremlin.ru/eng/text/docs/2009/12/223509.shtml
http://www.rusecounion.ru/
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6. Russia’s activities in the Arctic and their impact on the environment

Russia is seeking to
expand its exclusive
economic zone (EEZ) in
the Arctic Ocean…

…to extract
hydrocarbons and
exploit Arctic shipping
routes.

Offshore resources are
Russia’s primary
objective in the Arctic.

Russia is a key country in the Arctic region: it holds nearly half of the Arctic
coast, and large areas of its lands – both in Europe and in Asia – are located
north of the Arctic Circle. Like other Arctic coastal states that have signed the
UN Convention of the Law of the Sea (UNCLOS)57, Russia intends to expand
its portion of Exclusive Economic Zone in the Arctic Ocean waters beyond the
internationally recognised limit of 200 maritime miles, by submitting a claim
to the UNCLOS Commission on the Limits of the Continental Shelf. Since an
initial Russian claim in 2001 was rejected for lack of documentation, the
authorities are currently making substantial efforts to gather geological
evidence that the Lomonosov Ridge, which runs across the Arctic Pole, is an
extension of Russia's continental shelf. (Denmark – on behalf of Greenland –
and Canada are also preparing their own claims with the same aim.) If
Russia’s claim is accepted, the country control would over almost a half the
entire Arctic region (sea and land included).

Russia's economic interests in the Arctic are based on the region's significant
natural resources (notably hydrocarbons) and on the opportunities offered
by the receding Arctic ice sheet. The sheet’s recession extends the season
during which Arctic maritime transport is practicable through the 'Northern
Passage', a route that allows ships travelling between Europe and Asia to cut
several thousand kilometres from their traditional route across the Indian
Ocean, the Red Sea and the Suez Canal. In brief, the Russian authorities see
Arctic resources as a guarantee (in terms of economics and security) for the
Russian state in the future.

In 2009, Russian President Dmitri Medvedev promulgated a strategy
document titled 'Russian Federation Policy for the Arctic to 2020'. The
document was far more assertive than the other Arctic strategies of the EU
and other Arctic states (with the exception of Canada). The Russian strategy's
main objectives are to underline that Russia's use of Arctic serves as a
resource base and that its use of the seas as a transportation system serves
Russia's interests. The Russian strategy also seeks to ensure that the Arctic
remains a zone of peace and cooperation and that its ecosystems are
protected. While environmental and climate change concerns are reflected in
the document, they are not as prominent as in other Arctic strategies, and
notably less so that the EU’s two communications on its own Arctic policy.

The Arctic contains large untapped hydrocarbon reserves. The most accurate
appraisal made so far (carried out by the US Geological Survey) suggests the
Arctic region contains the largest unexplored petroleum and gas reserves
remaining on Earth, with an estimated 13 % of the world's undiscovered oil
reserves and even a larger portion of gas reserves. Several of these
geographical basins believed to be rich in oil and gas are located under
Russia's soil or waters, particularly in the Barents Sea, the Timan-Pechora

57 The United Nations Convention of the Law of Sea was signed in 1982 and entered into
force in 1994. Only one of the eight Arctic Council member states, the USA, is not yet a party
to UNCLOS.
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Moscow does not accept
interference in its
development of Arctic
resources.

basin, the north and east margins of the Siberian Craton and the Laptev Sea
shelf. A growing percentage of Russian gas sold to the EU originates in the
Arctic region, although – for the time being – this generally originates inland.

Of the Arctic's oil and gas, 84 % is believed to be under the sea. Offshore
drilling in such a fragile environment is a great international concern.
Moreover oil and gas extraction will multiply the growing number of ships in
the region, increasing the risk of an accident in areas where support from
safety and environmental infrastructure is very limited. Greater shipping
activity without strong regulation would cause short-lived low carbon
emissions in the Arctic; these darken the ice, thereby accelerating the
absorption of the sun’s rays (and heat) by the Arctic Ocean. Yet Russia is
determined to proceed with drilling in the Arctic without delay, as was
demonstrated in September 2013, when Russian law enforcement forces
intercepted a Greenpeace boat trying to interfere with the work (and
allegedly outdared technology) of a Russian oil rig offshore in the Pechora
Sea; the Greenpeace activists were harshly charged. A number of Russian
companies have also worked hard to establish common oil and gas projects
with western companies and benefit from their expertise in the Arctic58.

On the whole, however, oil and gas exploration of the Russian Arctic
continental shelf has progressed more slowly than expected, due to
technical challenges and a lower global gas price than foreseen. The
exploitation of the huge Shtokman gas field, deep into the Barents Sea, has
been considerably delayed59. The Prirazlomnoye oilfield in the Pechora Sea
(the first Russian commercial offshore oil development in the Arctic) has
also faced delays, although it has recently became operational.

58 A good example is the wide cooperation contract to develop fields in Western Siberia
signed in April 2013 by Gazprom and Shell.
59 Deputy Head of Gazprom, Andrei Kruglov, said in June 2013 that the Shtokman field
'could be preserved for future generations'.
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Figure 21:
Resources in the Arctic

Source: Nordic Centre for Spatial Development

Russia is a founding
member of the Arctic
Council and plays an
active role in the
organisation.

Russia is a founding member and supporter of the Arctic Council, the
international Arctic body set up in 1996 by the eight Arctic states60. The
Council also provides an independent voice for six Arctic indigenous peoples
associations. Although lacking active power, the Arctic Council is the key
forum for Arctic cooperation and has gained much relevance in the last years.
It has, for example, provided the negotiating platform for eight Arctic
countries to negotiate and sign two important international agreements: one
on search and rescue in Arctic waters (2011) and one on marine oil pollution,
preparedness and response in the Arctic (2013). More importantly, the Arctic
Council guided (along with the non-governmental International Arctic
Science Committee) the Arctic Climate Impact Assessment (ACIA) report
published in 2005. This extensive scientific study became a touchstone for
international political debate on climate change, as it provided solid

60 These are Canada, Denmark, Finland, Iceland, Norway Russia, Sweden and the USA.
Greenland and Faroe Islands have their own sub-delegations within the Danish delegation
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evidence that the effects of climate change were occurring far more rapidly
in the Arctic than in the rest of the world, with potentially dramatic
consequences for the entire planet.

Russia’s desire to ensure that peace and security prevails in the Arctic
through cooperation with the other Arctic states (overcoming the Cold War
image and tensions in the region) stems in part from its desire to facilitate its
easy access to the region and its own extraction activities.

Yet Russia’s desire for cooperation also has its limits: the country has been
one of the most reluctant Arctic Council members to open the door for
non-Arctic observers (and for the EU), arguing that the Arctic region is
already well regulated and protected by the current Member States and by
international rules applicable to the seas (UNCLOS, International Maritime
Organisation, etc.) As Russia is the country with the longest Arctic coast, it
has also actively participated in the two ad-hoc meetings initiated by
Canada of 'five Arctic Ocean coastal states' (in 2008 and 2010), which
somewhat undermined the Arctic Council’s cohesion. In 2013, Russian
authorities suspended the Federation of Russian Arctic Indigenous Peoples
(RAIPON), one of the six indigenous associations with its own voice at the
Arctic Council table, for several months. While the official reason was legal
and registration issues, many argued the problem was more related to critic
views on peoples’ and land rights. Following international pressure and a
change in the RAIPON leadership, the organisation has reassumed an active
role within the Arctic Council.

7. Outlook: The impact of the energy security game on environmental policies

Is Russia changing
attitude towards
environment or simply
window dressing?

The EU and Russia remain close and interdependent partners, even if the EU
is working to expand its sources and Russia is trying to find new final clients.
In the long run, Russian gas exports to the EU are likely to increase, given
Russia´s massive reserves, extensive pipelines and favourable geographic
position. The EU’s GHG emissions are due to decrease as a consequence of its
unilateral and international commitments. On the other hand, Russia’s
emissions are projected to remain stable in the long term (2030), reflecting
the country’s lack of concrete energy efficiency policies and investments in
renewable energy.

There are hints that Moscow’s attitude may be adjusted. Prime Minister
Medvedev has said that the country’s ‘attitude toward renewable energies is
changing, and that a serious future stands behind them61. The Duma is
preparing ambitious laws on renewable and energy efficiency. Yet critics
maintain that this is likely to be little more than ‘window-dressing’62. For now,
the country’s massive exploitation of natural resources, especially in the
Arctic, is exacerbating the environmental damage that pollution is causing to
the fragile ecosystem of one of the world’s last unspoiled areas.

61 See Medvedev issues bold first by stumping for more renewable energy in Russia,
Bellona, May 2013
62 See Alexey Kokorin, Russia´s Post Kyoto climate policy: real action or merely window
dressing? Fridtjof Nansen Institute, May 2013.

http://www.bellona.org/articles/articles_2013/medvedev_renewables
http://www.fni.no/doc%26pdf/FNI-Climate-Policy-Perspectives-10.pdf
http://www.fni.no/doc%26pdf/FNI-Climate-Policy-Perspectives-10.pdf
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Energy dependency is
reflected in
environmental and
competition policies.

In short, the environment policies of Russia and EU are unlikely to be
reconciled. On the one hand, Europe is developing cutting-edge
technologies to develop efficiency and renewable energy – not only for the
environment’s sake, but with the aim of reducing its energy dependency.
Simultaneously, Russia is working to maintain Europe’s extensive use of
(Russian) gas and charging different prices in different Member States. This
strategy depends on Russia’s enormous gas deposits and heavy investments
in pipelines, which are often as political as they are economic. Recently the
EU has adopted a new tack in its attempts to limit Russia’s overwhelming
energy power: the EU competition rules, which will be applied in the Union’s
antitrust case against Gazprom and the South Stream pipeline. By delaying its
construction the EU is also de facto favouring Ukraine63.

The different approaches to environmental policies that Russia and the EU
have adopted are a consequence of the wider energy security concerns and
strategies of the two actors. In turn, the complex relation of the players’
domestic environment and foreign interdependence condition their
decisions.

63 See Policy Department, D-G for External Policies, mentioned.
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