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Abstract: This paper investigates the implications of Russia’s energy
strategy for its international relations with China and stature as an energy
supplier. The paper argues that, in spite of common interests and inter-
dependence on the energy level, China and Russia hold antinomic
conceptions of energy security. As a result, energy inter-dependence is
perceived as a threat which, in turn, creates a division on issues relating to
their mutual energy security and reduces the prospects for cooperation.
The paper further argues that, in order to avoid dependency on foreign
demand and to keep control on the production as well as on the flows of
energy, Russia i1s conducting a strategy aimed at manipulating the
behavior of its clients. The paper concludes that this ‘manipulative
strategy’ has failed to gain leverage against China, thereby raising the
stakes of Russia’s vulnerability to market dependency.

Paper presented at the 67¢ Annual Convention of the International Studies Association.
New Orleans, USA. Panel: ‘Energy Politics in the Eurasian Space’.
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Demystifying Russia’s Energy Strategy toward China:
Strategic Manipulation or Unwitting Vulnerability?

Introduction

For the past ten years, two particular events have caught the attention of many
specialists of international politics. The first is the rise of China as a world political and
economic power with enormous energy needs. The second event is the resurgence of
Russia on the world ‘chessboard’ as a petro-power.

A priori, Russia and China have all that it takes to become important and close
energy partners. China is the world’s fourth and most dynamic economy with an annual
growth rate of 9-10% (IMF, 2010: 2). China holds the world’s largest foreign exchange
reserves with $2.4 trillion (December 2009) and its role on the international stage never
ceases to grow (Batson, 2010). It is the world’s third oil importer (after the United States
and Japan) with 178.8 million tons of oil in 2008 (British Petroleum, 2009: 11). China is
also the world’s second oil consumer with 7.9 million barrels a day (mb/d) in 2008,
making hydrocarbons an essential component of its economic growth (British Petroleum,
2009: 21). Russia, for its part, is a major player in global energy markets. According to
the latest data, Russia is responsible for 12.4% of the world’s oil production and for 20%
of the world’s natural gas production (EIA, 2009). More precisely, Russia is the world’s
second oil producer after Saudi Arabia—9.9 mb/d in 2008—and the first natural gas
producer—601.7 billion cubic meters (bcm) in 2008—making its energy sector a vital
component of its economy (British Petroleum, 2009 : 8; 24). With the world’s eight
reserves—estimated at 79 billion barrels in 2008—Russia is a major petroleum exporter
(outside OPEC) with 7 mb/d in 2007 (British Petroleum, 2009 : 6; EIA, 2008 : 2). In terms
of natural gas reserves, Russia holds the first in the world—47.8 trillion cubic meters
(tcm)—and is also the world’s leading gas exporter with 191 bem in 2007 (Chun, 2008 : 1;
Lo, 2008b : 243).

On the one hand, for China, given its immediate energy needs and the high costs
of supply associated to the distance of its main energy sources (Africa and Persian Golf),
Russia constitutes an ideal supplier because of its important non-exploited gas and oil
fields in Eastern Siberia and in the Russian Far East region. On the other hand,
supplying China is a great opportunity for Russia to expand its market shares. Not only
is China an energy consumer of considerable importance in East Asia, but it could also
serve as Russia’s springboard toward conquering new markets in Asia as a whole.
Furthermore, China represents an important source of foreign investments which are
necessary for edifying Russia’s ‘launching ramp’ toward a third wave economy (based
more on finance and high technology than raw materials).
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Therefore, with the multiplication of diplomatic and economic missions between
the two states and the intentions of Russia to invest more than $100 billion in the
creation of a new ‘Asian’ production and transportation energy system in the next 20
years as well as the objective of China to import close to 20% of its energy from Russia,
some specialists saw fit to ask the question of Russia’s fuel and energy complex ‘turning
Eastward’ as new reserves become more and more destined to Asian markets rather than
to Western markets (Weitz, 2008: 19; Ferdinand, 2007 : 852). Moreover, in the absence of
sustainable alternatives (accentuated by their weak effectiveness and commercial value
as well as the political constraints regarding the implementation of new energy use
patterns) and as more and more ‘giants’ with exponential energy needs make their entry
on the international stage, the importance of Russia for China can only increase
proportionally. Yet, in spite of common interests, Russo-Chinese relations are
characterized by profound divisions on energy security issues.

Delimitation of the Object of Study

This paper draws on the results of my current M.A. work which deals with the
energy dimension of Russo-Chinese relations from 2003 to 2009. My research question
can be read as follows: Under conditions of heightened market competition conditions in
global energy markets, can the vital issues linked to Russia’s and China’s energy security
serve as ‘common ground’ by which the two states could establish a solid energy
cooperation ‘bloc? in Eurasia? To answer this question, I take a comparative foreign
policy approach: meaning that I look at the energy policies of both China and Russia
before analyzing their reciprocal orientations and assessing Russian-Chinese energy
cooperation prospects. Yet, for the purpose of this conference, the paper focuses on the
Russian side only. Therefore, at the centre of this paper lie the following interrogations:
What does the logic of Russia’s energy strategy entail? What are the implications for its
international relations with China and stature as an energy supplier?

The paper is divided in four parts. In the first part, the theoretical framework of
analysis is developed. My proposed framework sits at the nexus of Foreign Policy
Analysis, Security Studies and International Political Economy and draws on the
concepts of ‘Regional Security Complex’ (Buzan & Weaver, 2003), ‘Economic Security’
(Dent, 2007) and ‘Strategic Manipulation’ (Stulberg, 2007)2. Theoretically, the framework
seeks: (1) to demonstrate how economic imperatives are linked to national security
considerations and how energy security plays a crucial role in the foreign policies of
major energy importers and exporters; (2) to highlight how states can use their firms and
indirect regulatory mechanisms as foreign policy instruments to control vital strategic

! This expression is from (Weitz, 2008).
2 The framework is likely to be inspired by ‘Energy Security Complex Theory’ (Palonkorpi, 2009)—not yet published.
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assets like energy; (3) to demonstrate how ‘energy interdependence’ can lock states
together in a ‘Security Complex’. These concepts are then applied to the case study in
order to better understand the security aspects of Russia’s energy strategy, the regional
dynamics in which Russo-Chinese relations take place and the specific ‘logic’ behind
Russia’s energy strategy. The second part focuses on the formulation of Russia’s current
international energy strategy. The third part is devoted to analyzing the Russian and
Chinese conceptions of energy security and the consequences of energy inter-dependence
on Russo-Chinese energy relations. This section also seeks to assess the extent to which
Russia’s strategy is successful at leveraging energy advantages and political influence
over China and to analyze the implications for Russian-Chinese energy cooperation.
Finally, the paper seeks, in the fourth part, to analyze the implications of Russia’s
foreign energy strategy for its sustainability as an energy supplier. This section is also
devoted to presenting and reflecting on the future of Russia’s newly developed energy
strategy.

Research Hypotheses

Recognizing the fact that the relations between China and Russia are permeated
with political and geo-strategic divergences, mistrust and a strong ambivalence
(Bellacqua, 2009; Belopolsky, 2009; Mankoff, 2009; Lo, 2006; 2008a; 2008b; Weitz, 2008;
Kuchins, 2007; Lukin, 2007) the paper proposes to retain the following hypotheses which
draw on the main contention of my M.A. thesis. I argue that, in spite of common interests
and inter-dependence on the energy level, China and Russia hold antinomic conceptions
of energy security. As a result, energy inter-dependence is perceived as a threat which, in
turn, creates a division on issues relating to their mutual energy security and reduces the
prospects for cooperation: Russia’s objective being to change the balance of inter-
dependence to its benefit; and China’s objective being to ‘break’ itself from that inter-
dependence. I further argue that, in order to avoid dependency on foreign demand and to
keep control on the production as well as on the flows of energy, Russia is conducting a
strategy aimed at ‘manipulating’ the behavior of its clients (Stulberg, 2007). I conclude
that this ‘manipulative strategy’ has failed to gain leverage against China which has
developed alternatives to Russian supplies and domestic options for adjustment, thereby
raising the stakes of Russia’s vulnerability to market dependency.

Framework of Analysis
Theoritical Ouverture on Russo-Chinese Relations

In his important book, Russia and China‘ A theory of Inter-State Relations, Alexei
Voskressenski developed an ‘integrated’ approach (i.e. combining all levels of analysis in



7 Guillaume Mascotto

international relations)? to analyze Russo-Chinese relations. Voskressenski’s theory
considers many analytical variables which, together, form a ‘multi-factor equilibrium’
approach?. Despite the fact that his theory is the only one that was specifically developed
to understand and predict Russo-Chinese inter-state relations, one quickly comes to the
conclusion that scant attention is devoted to the energy dimension of Russo-Chinese
relations.

According to Voskressenski, inter-state relations (at large) are influenced by
internal and external factors. On the external level, relations are influenced by
‘structural/systemic’ factors representing the socio-political environment surrounding the
units under analysis, namely, China and Russia. Amongst these factors are: other states’
foreign policies; the degree of conflict in the international system; the number of states
bordering the wunits studied; regional/international organizations; alliances, etc.
(Voskressenski, 2003: 62).. However, Voskressenski does not seem to give weight to the
underpinning ‘forces’ of globalization, the energy policies of Russia and China and the
structure of the global energy market as ‘structural/systemic’ factors capable of
influencing Russo-Chinese relations. On the internal level, Voskressenski divides the
factors into two categories: objective and subjective. Amongst the internal objective
factors are: the physical environment of the units (their geopolitical positioning,
territorial size, national resources and endowment, etc.); the economy (structure and
process) and its imbrications with the foreign policies of the units; national politics
(nature of political systems, political stability; the activities and role of special interests
groups in the formulation of the units’ foreign policies; demography; and culture
(national identity; historical and cultural frames, strategic thoughts, etc.) (Voskressenski,
2003: 62-63). Regarding the internal subjective factors, Voskressenski refers mainly to
the national interests articulated by the political elites and policymakers of the units
(Voskressenski, 2003: 64).

In my research, I focus on two internal objective factors, namely the importance
of the national economy and natural resources in the foreign policy-making of Russia and
China. On the subjective level, my research does not seek to elaborate on the ‘state’ of the
debate regarding the national interest within Russian and Chinese political elites.
Rather, I ‘isolate’ energy as a central component of Russia’s and China’s national
interests by analyzing how energy is conceptualized, in the energy policies of the two
countries, as a national security issue.

% In his book, Man, the State and War, Kenneth Waltz elaborated three levels of analysis or ‘images’ to guide the
researcher when studying world politics. The first image refers to the ‘individual’. The second refers to the ‘state’. And
the third image refers to the ‘international system’ (Macleod & O’Meara, 2007: 87-88).

* Voskressenski defines this approach as: ‘[...] an attempt to narrow general systemic propositions to a middle-range
analytic qualitative framework, addressing both exogenous and endogenous determinants of the unit, and based on a
realist vision, with an incorporation of an evolutionary dimension.” (Voskressenski, 2003: xx).
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Economic Security

In my research, I use the second level® of ‘Economic Security’, namely
macroeconomic security. Christopher Dent defines the concept as follows:

[Economic security] involves safeguarding the structural integrity and
prosperity-generating capabilities and interests of a politico-economic
entity in the context of various externalized risks and threats that
confront it in the international economic system (Dent, 2007: 210).

I concentrate more specifically on two forms of ‘Economic Security’®: supply
security and market access security. The first form refers to securing the supply
structures by which states exercise their diplomatic and economic relations, or by which
they acquire energy or material resources and technology from foreign sources (Dent,
2007: 211). The second form refers to securing the access to foreign markets. The latter is
particularly important for export-driven economies with small domestic markets. These
two forms of economic security are intrinsically linked to the structural integrity of the
economy in that they contribute to the national techno-industrial development (Dent,
2007: 212-213).

Regional Security Complex

The concept of ‘Regional Security Complex’ (RSC) was first introduced by Barry
Buzan in his book, People, States & Fear (1991). In 2003, Buzan and Ole Waever
‘actualized’ the concept in 2003 in their book, Regions and Powers: The Structure of
International Security. The concept is defined as follows:

The central idea in [Regional Security Complex] is that, since most
threats travel more easily over short distances than long ones, security
interdependencies are normally patterned into regionally based clusters:
security complexes. Process of securitization and thus the degree of
security interdependence are more intense between actors inside such
complexes than they are between actors outside of it (Buzan & Waever,
2003: 4).

In other words, a RSC can be understood as a group of states whose security
Imperatives are inter-related in such a way that their national security cannot be
envisaged without considering their reciprocal national security (i.e. the security of one

® The concept of Economic Security is comprised of two levels: micro and macro. The first level focuses on the socio-
economic welfare of ‘localised agents’ such as individuals and local communities. The second level focuses on Foreign
Economic Policy (FEP) analysis of states (or actors capable of pursuing FEP goals) and their respective engagements in
the international economic system (Dent, 2007: 205).

® There are eight forms of Economic Security, for more details see (Dent, 2007: 211-218).
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state cannot be obtained separately from that of others). In a RSC, states are thus
concerned by the same security issues and are inter-related with one another G.e.
security inter-dependence) in a way that the maximization of one state’s national
security will have repercussions on the national security of the other states (Allison &
Jonson, 2001 : 5). It is important to note that a regional security complex cannot be
created in a region dominated by a great power or a regional hegemon (Buzan, 1991:
192). Moreover, there are two components, both with different dynamics, which define a
RSC: (a) the distribution of power in the region; and (b) the state of the relations—amity
and enmity. Relations characterized by amity are understood as ‘relationships ranging
from genuine friendship to expectations of protection or support’ whereas relations
characterized by enmity, as ‘relationships set by suspicion and fear.” (Buzan, 1991: 189-199).
A RSC is also defined in terms of: (a) economic factors; (b) the existence of or the necessity to
create a regional security organization; (c) perceived threats; and (d) the geopolitical,
historical and cultural links between the states which ‘compose’ the regional complex
(Haddadi, 1999: 7). On the one hand, a RSC originates from interactions between
geographic proximity and the structural effects of the international system (.e. balance of
power and security dilemma)? as well as from the interactions between the states within the
complex (Haddadi, 1999: 8). There are two kinds of RSC: (a) high-level; (b) low-level.
High-level RSCs are comprised of major geo-strategic actors whereas low-level RSCs are
comprised of states whose power cannot be projected beyond their regional environment
(Buzan, 1991: 195). Finally, the existence of a RSC consolidates the inter-dependence of
the states’ convergent interests (positive) and divergent interests (negative). Thus,
whether negative or positive, security inter-dependence remains the central characteristic

of RSCs.

Strategic Manipulation

Adam Stulberg’s theory seeks to equip us with analytical ‘tools’ to comprehend
how Russia converts its natural resources into political levers. Stulberg proposes a new
concept: that of ‘Strategic Manipulation.” The concept is defined as follows: ‘Strategic
manipulation involves restructuring a target’s decision situation, alignment choices, and
risks to maximize the appeal of a favorable outcome or minimize the appeal of an
unfavorable one.” (Stulberg, 2007: 1). More specifically, Stulberg advances the idea that a
state can influence the political choices of others by manipulating their decision-making
situation. Contrary to coercive diplomacy which implies using direct threats, ‘Strategic
Manipulation’ implies altering (indirectly and without precipitating a crisis) the
opportunity costs (by increasing them) and risks (by decreasing them) of compliance
(Stulberg, 2007: 6).

7 On these particular aspects of the structure of the international system see: (Ken Booth & Nicholas Wheeler, 2007).



Demystifying Russia’s Energy Strategy Toward China 10

The logic behind ‘Strategic Manipulation’ derives from the fact that policymakers
need to deal with risks and uncertainty when making decisions. Building on the premise
of Prospect Theory (Kahneman & Tversky, 1979; Boettcher, 2004; McDermott, 2004)
which stipulates that individuals are more inclined to take risks when facing situations
involving potential losses and more reluctant when facing situations involving potential
gains, Stulberg argues that the central element of ‘Strategic Manipulation’ resides in the
capacity of a state to ‘set’ the decision-making agenda of another. For Stulberg, a state
which is poised to determine the ‘value of exchange’ is a state which can shape the
decisions and the risk-taking propensity of another (Stulberg, 2007: 7). Therefore, for
Russia to convince its energy partners to comply with its interests, it must make this
compliance ‘attractive’, either (1) by highlighting (or ‘selling’) the positive results that
such action could bring compared to other options or (2) by increasing the opportunity
costs (the gaining prospects) of compliance vis-a-vis the risks (the losing prospects) that
non-compliance could bring (Stulberg, 2007: 7). The idea is thus that through ‘Strategic
Manipulation’, an energy producer like Russia could reach its goals without explicitly
threatening, punishing or profoundly altering the behavior of its ‘targets’. Finally,
according to Stulberg, the capacity of a state’s ‘manipulative’ energy diplomacy rests on
two conditions: (1) its market power in global energy markets; (2) a discrete regulatory
mechanism or authority to ‘ensure that domestic actors with direct responsibility for
controlling energy resources and extraterritorial activities line up behind its statecraft’
(Stulberg, 2007: 7). A state benefiting from a dominant position in global energy markets
has more chances to ‘impose’ its wills on targets which lack ‘third party alternatives or
domestic options for adjustment’ (Stulberg, 2007 : 7). However, Stulberg underscores that
vulnerability alone ‘does not guarantee’ the targets’ compliance to the interests of the
manipulator. Indeed, a manipulator must also benefit from a discrete authority to
regulate the energy sector and ‘mobilize national resources so that domestic energy firms
pursue policies that align the substantive appeal of compliance with a target’s risk-
taking propensity.” (Stulberg, 2007: 7). Yet, this discrete authority does not need to
‘impose’ or ‘force’ compliance on its national firms. Rather, it must strive to shape the
politico-commercial incentives for domestic firms and agents (e.g. lobbies) so as to make
their interests compatible with those of the state (Stulberg, 2007: 7).

Russia’s Energy Strategy

Russia’s official energy strategy is elaborated in the document Russia’s Energy
Strategy until 2020 which was published in 2003. In this document, Russia’s natural
resources are described as being essential to its energy security and economic health.
This strategy includes four main objectives: (1) securing domestic energy supplies at
stable prices; (2) energy saving and conservation technologies; (3) financial stability and
the maximization of investments (national and foreign); and (4) environmental protection
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(Brookings Institution, 2006: 21). The strategy also suggests that the state ought to limit
its role as a ‘commercial actor’ in the energy sector while simultaneously strengthen its
role in the establishment of market infrastructure and regulation mechanisms
(Brookings Institution, 2006: 21). Other more specific objectives include: (5) 10 mb/d in oil
production and exports of about 6 mb/d by 2020; (6) the production of 680-730 bcm and
the exports of 240-280 bem of gas by 2020; (7) the construction of new pipelines in the
Baltic, the Black and the Mediterranean seas; (8) the development of a new energy
network in Eastern Siberia and in the Far East regions which could supply resources
toward new Asian markets (e.g. Japan, China and South Korea); and (9) the development
of liquid natural gas (LNG) infrastructure (Brookings Institution, 2006 : 22).

Russia’s energy strategy is a good example of the possible connections between
energy security and foreign policy. If the internal angle of the strategy is important, the
external angle i1s no less important. In Russia’s Energy Strategy until 2020, it is
mentioned that one of the principal objectives of Russia is to utilize its natural resources
and energy infrastructure as instruments to reintegrate the Post-Soviet Space politically
and economically (Stulberg, 2007: 98). The strategy aimed at investing abundantly in the
energy sectors of the members of the Commonwealth of Independent States (CIS) to
advance Russia’s economic and energy interests. Following the analysis of Stulberg, it is
possible to establish a link between this strategy and the concept of ‘Strategic
Manipulation’. First, according to Stulberg, in order to harmonize production and
processing activities across the Post-Soviet Space, the Kremlin together with state-owned
and private enterprises had to strategically interact: ‘[The] Energy Strategy summoned
state and private entities to exert pressure on regional states to ease Russia’s access to
international markets and facilitate the realization of the export potential of Russian
energy. » (Stulberg, 2007: 98). Second, Russia’s energy strategy takes place in a form of
‘State Capitalism’ where the Kremlin exerts control over the development of energy
resources, the regulation process and the actors within the energy sector; hence the
‘regulatory state capacity’ which Stulberg refers to (Stulberg, 2007: 6). This strategy is
also strongly focused on ‘Economic Security’ in that the Russian state sought to
implement a strategy to protect and increase Russia’s ‘weight’ within the world economy
by using the ‘cogwheels’ of global energy markets, its energy firms and regulatory
institutions as instruments of statecraft for acquiring key technologies and controlling
strategic segments such as energy. Even if state-owned firms such as Gazprom, Rosneft,
Transneft and other private ones such as Lukoil operate on a commercial base, they have
played and continue to play an active role in Russia’s foreign policy. To a certain extent,
these firms are more important than the Russian Ministry of Foreign Affairs (Lo, 2008b:
139). Furthermore, Russia seems to have recognized the importance of imperfect
competition in global energy markets in that its energy strategy seeks to dynamize the
Russian economy and increase its competitiveness and market power at the international
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level: ‘[...] the focal point of strategic energy policy was to steer market mechanisms to
uphold the country’s role as a primes inter pares in the Eurasian gas equation, and to
exploit this dominance as a spring-board for “achieving competitive advantages in the
global markets”.(Stulberg, 2007: 98).

In definitive, this strategy indicates that for Russia to regain its great power
status in a totally different context, that is, in the absence of empire and in heightened
market competition conditions in global energy markets, it needs to convert its economic
capacities (i.e. natural resources) into (geo)political levers. In this sense, Russia’s energy
strategy is in line with the larger framework of its international strategy.

Demystifying Russia’s Energy Policy toward China
China and Russia’ Two Antinomic Conceptions of Energy Security

For Russia, possessing vast oil and gas reserves constitutes important power and
economic development warrantees. As Bobo Lo explained it, unlike nuclear weapons
during the soviet period, Russian energy now represents a source of national power that
1s more flexible and exploitable: ‘Whereas the world once feared possible nuclear
confrontation, now many countries, the mighty and the not so mighty, both fear and need
Russian energy.” (Lo, 2008b: 132). Furthermore, according to Gregory L. White, the logic
behind the Kremlin’s move to regain control over Russia’s energy sector consisted in an
effort to regain a great power status (derzhavnost) after the dissolution of the Soviet
Union: ‘[The logic is] to use Russia’s vast reserves of gas and oil to rebuild some of the
geopolitical heft that vanished with the collapse of the Soviet Union in 1991.” (Cited in
Klare, 2008: 97). For China, energy plays an important role as well since it is essential to
support its economic growth and modernization. Therefore, just as Russia will depend on
its energy production and exportations, China will depend on its energy importations.
However, both countries take different views of energy security. In fact, the most
fundamental divergence which contributes to ‘cooling’ Russo-Chinese relations is the
antinomy between Russia’s and China’s conceptions of energy security.

In effect, for Russia, energy security means security of demand which we can link
to the second form of economic security, namely market access security. Taking into
consideration the important role the energy sector plays in the Russian economy, any
‘marker failure’ would inevitably have nefast effects on Russia’s economic development
and social stability (Lo, 2008b: 133). Conversely, for China, energy security signifies
security of supply. This conception can be linked to the first form of economic security,
namely the security of supply structures. Indeed, what counts for the Chinese state is the
access to affordable energy from diversified and reliable sources. Moreover, Chinese
energy supplies must be constant and abundant in order to sustain its socio-economic
modernization. Notwithstanding the importance of securing the energy flows for both
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China (vis-a-vis Russian supply) and Russia (vis-a-vis Chinese demand), their energy
relations are characterized by a ‘polarization’ of their respective conceptions of energy
security which, in turn, affects their mutual perceptions and multiplies the degree of
competitiveness to secure the ‘safe and uninterrupted’ production, transportation, and
distribution of energy (Klare, 2008: 228; Lo, 2008b: 133).

Energy Inter-dependence: Toward a Russo-Chinese Regional Energy Complex?

For Buzan and Waever, an important factor which could define a RSC is the
economy. For Dent, one of the principal aspects of Economic Security is the safeguard of
the ‘structural integrity’ of the national economy as well as the protection of the
‘prosperity-generating capabilities and interests’ of a state in a context of risks and
threats emanating from the structure of the international economic system (Dent, 2007:
210). Therefore, in a context of close inter-state relations which are taking place in a
limited geographic environment, energy security could serve as the complex’s ‘nerve-
center’. In effect, energy security concerns become salient when energy inter-dependence
1s perceived as a threat and thus subject to security measures from the states involved in
the region (Palonkorpi, 2007: 3). This is also true for energy producers and exporters
which can also see in ‘market dependency’ a security issue necessitating the
implementation of concrete security measures (Palonkorpi, 2007: 5). Another important
aspect to be taken into consideration when energy forms the RSC’s pivot is the state of
the relations between the states involved in the region. As the RSC concept shows, there
are two components which define a complex: (a) the distribution of political power in the
region; (b) the type of relations (amity or enmity) (Buzan, 1991: 189-1994). These
dynamics can influence the perceptions of a state vis-a-vis its energy dependence and
explain why certain types of inter-dependences are ‘politicized’ (securitized) and others are
not (Palonkorpi, 2007: 5). Furthermore, these dynamics can either consolidate the inter-
dependence of convergent and/or divergent interests, for energy inter-dependence can
either be positive (mutually beneficial) or negative (mutually threatening). Finally, we
need to consider the importance of the world’s gas market which, unlike the world’s oil
market, is strongly regionalized and implies transactions which more geographically
‘concentrated’ (Reymond, 2009 : 112). Therefore, once operational, gas pipelines transiting
between exporters and consumers accentuate the energy inter-dependence. Barry
Naughten illustrates this idea well: ‘Once built they [pipelines] cannot be moved and lock
the seller and the buyer into a long-term relationship.” (Naughten, 2007: 140).

With regard to Russo-Chinese energy relations, the two states find themselves in
some sort of ‘Regional Energy Security Complex’ (Palonkorpi, 2007; 2009) in which the
presence of old historical antagonisms, global energy market forces and regional geopolitics
constitute influential factors which shape the way they perceive one and other, and their
relations as a whole. On the one hand, Russia is seeking to diversify its markets and supply
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routes. On the other, China has declared its intention to diversify its energy sources to
reduce its dependence vis-a-vis the Middle East. This makes China a formidable potential
buyer for Russia and Russia a formidable potential energy supplier for China. However, the
Kremlin fears an over-dependence on China if it becomes Russia’s principal market; hence
its desire to expand Russia’s influence in other Asian energy markets such as Japan and
South Korea while simultaneously reassuring Europe that it will continue to be Russia’s
biggest clients (East-West manoeuvring). China, for its part, fears it will be over-exposed to
supply interruptions or reductions from Russia; hence the quest to diversify its supply
sources as evidenced by many deals concluded with important energy producers in Central
Asia, the Middle East, Latin America and Africa. Yet, despite their mutual fear and
reluctance to deepen their collaboration, the two countries need to realize that they depend
on one and other: China on Russia for its supply security and Russia on China for its
market security and for the development of its resources. This situation can be linked to the
fact that in a RSC, the security of one state cannot be obtained separately from that of the
other states involved in the complex. Russia’s energy imperatives and the ones of China,
although of different nature, are interrelated in such a way that the energy security of one
cannot be considered without that of the other to the risk of breaking the ‘energy link’. In
other words, Russia’s energy security and China’s energy security are both the ‘sides of the
same coin’ where the energy and security inter-dependences are too important to be
apprehended separately. The maximization of Russia’s energy and economic security (.e.
market security; control of energy production and energy flows) risks affecting that of China
(.e. supply security, price and diversified sources) and vice and versa. Thus, the
achievement of ‘exclusive’ energy security is very complex. But because of the polarisation of
Russia’s and China’s energy security conceptions, energy inter-dependence is perceived as a
threat which, in turn, affects the degree of inter-dependence as it generates security reflexes
on both sides, thereby creating a line of division on issues relating to their mutual energy
security and reducing the prospects for cooperation. As mentioned above, for Russia, the
objective is to change the balance of inter-dependence to its benefit by abusing of China’s
dependence on foreign energy and by playing it against other buyers (e.g. Japan and
Europe) in order to avoid dependence on one single market. For China, the objective is to
‘break’ itself from that inter-dependence by investing in new energy use patterns
(alternative energy sources and efficiency technologies) and by diversifying its sources
through more effective pipeline diplomacy with other energy suppliers. In short, China
and Russia are locked in a ‘perception trap’ which has plunged them in a ‘diversification
race’ (Gotz, 2007: 6).
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Russia’s Energy Diplomacy toward China’ Strategic Manipulation or Unwitting Market
Dependency?

According to Stulberg, if Russia is capable of utilizing its market power and its
domestic regulatory authority to ‘manipulate the substantive appeal of alternative policy
options for risk-adverse targets’, it should be capable of discouraging the defection of
these targets and ‘guide’ them toward complying with its energy security interests
(Stulberg, 2007 : 7). Conversely, Moscow’s efforts should, in theory, be thwarted either
by: (1) states that are less vulnerable then others to ‘market forces’; (2) failure of the
Kremlin to rally Russian national and private energy firms due to a lack of regulatory
authority (Stulberg, 2007 : 7). According to Stulberg, if these two variables are necessary
for a ‘manipulator’ to convince specific ‘targets’ to comply with its interests, then
Moscow's inability to consolidate both of these variables should result in a situation of
‘target defiance’. However, Moscow ability to consolidate one of these variables should
result in a situation of ‘mutual accommodation’ (Stulberg, 2007: 7). Therefore, when
analyzing Russia’s energy diplomacy toward China and according to Stulberg’s theory, a
scenario of ‘mutual accommodation’ is predictable. That is to say, a situation in which
‘[...] the best that Moscow can hope for it to wrangle minimally acceptable regional
energy security policies from foreign targets that are overwhelmingly commercial not
political in nature.’ (Stulberg, 2007:8). In effect, even if Russian energy firms (private and
state-owned) continue to apply (or at least not go against) the Kremlin’s strategy in the
future and even if Russia continues to enjoy market power with major consumers such as
the EU, a ‘manipulative’ strategy such as the one conducted will fail to gain leverage
against China. Indeed, China, in addition to being aware of Russia’s ‘game’, has
developed alternatives to Russian supplies and is seeking domestic options for
adjustment (e.g. strategic reserves; energy efficiency; alternative energy sources; new
technologies, etc.). In fact, the principal objective of China’s future energy strategy
(which will officially be formulated in the twelfth five year plan—Shierwu period) will be
to reform its energy sector in order to maximize domestic production and supplies.
Moreover, Beijing’s new strategy seeks, on top of diversifying its supply sources for gas
and oil, to diversify the country’s ‘energy mix’ in order to decrease its dependence on
foreign fossil fuels. Also China’s seems to have understood, the same way Russia’s has,
the importance of converging energy interests and foreign economic policy interests (Guo
& Blanchard, 2008: 174; He, 2009: 56; Liu, 2009: 19). What is more, China is aware that
Russia 1s seeking to use its energy resources as a political lever against major consumers
such as Europe by threatening to ‘deviate’ its supplies toward Asia. In other words,
China is conscious that it is being ‘used’ so that Russia can consolidate its emprise on
Europe’s energy markets. The words of Rosneft’s President, Sergei Bogdanchikov, are a

®According to Anita Orban, regarding Europe, Russia’s stratagem includes three objectives: (1) diversifying its pipeline
routes to the North and South by convincing major European consumers (e.g. Germany; Italy) and their respective
national energy firms to join Russia in the construction of new pipelines (i.e. Yamal 1; Nord Stream and South Stream) ;
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good example of Russia’s political chantage: ‘Our partners must understand that Russia
has a surplus rather than a deficit of pipeline capacity, and we can also supply oil to
Europe.” (Cited in Weitz, 2008: 24). The ones of Gazprom’s spokesperson, Sergey
Kupriyanov, are just as eloquent: ‘We just want European countries to understand that we
have other alternatives in terms of gas sales. We have a fast-growing Chinese market [...] If
the European Union wants our gas, then it will have to consider our interests as well.
(Cited in Buckley & Ostrovsky, 2006). Thus, to avoid being caught in Russia’s ‘trap’ and
being left with no warranty of supply security, China has recently sought to sign deals
with other important energy suppliers. For example, in August 2009, China closed a new
natural gas deal with Australia worth $41 billion over 20 years to the detriment of
Russia (Anderlini & Smith, 2009). Another important aspect which can support the
scenario of mutual-accommodation is the fact that Beijing’s forthcoming energy strategy
seems to recognize the urgency for China’s energy security to adopt a new ‘energy model’
based on stronger domestic demand management (Herberg, 2009: 269). This ‘awareness’
can only diminish the possibilities of Russia succeeding in strategically manipulating
China. In definitive, despite Russia’s domestic institutional power, if it does not change
its approach toward China, it will find it difficult to extract meaningful strategic
concessions from a China whose becoming more ‘independent-minded’ and ‘less
susceptible to overbearing’ external political pressure (Stulberg, 2007: 54).

Finally, by seeking to ‘manipulate’ energy inter-dependence and to ‘divide
and rule’ the states which depend on and look forward to cooperate in the development of
its resources, Russia may see its strategy become self-negating (Chun, 2008; Lo, 2008b).
Indeed, with the importance of the European energy market, the under-investment—
estimated at €800 billion by 2030—in the Russian energy sector as well as the
reconsideration of China’s interest for Russian energy, Russia’s objective to ‘deviate’ its
supplies toward Asia while still keeping control over the European market seems most
unlikely to be achieved (Closson, 2009: 90). In these circumstances, the Russian
leadership has to recognize that Russia depends on its clients (i.e. on markets) just as
they depend on Russia (i.e. on supplies). With regard to Russo-Chinese energy links, Bolo
Lo illustrates this idea well: ‘As things stand, however, China’s dominant position among
Russia’s energy customers means that the buyer in this instance is at least as influential as
the seller, notwithstanding Russia’s reputation as an energy superpower.’ (Lo, 2006: 16).

(2) acquiring strategic energy assets in specific central European Countries (e.g. Poland; Slovakia; Hungary) in order to
control the distribution of resources within the European Union (EU) itself; and (3) circumventing Poland, Belarus and
Ukraine through new supply routes in order to counter its dependence on these transit countries and influence their policy
agenda (Orban, 2008: 4). In short, the Kremlin is trying to secure its market access and at the same time protect and
advance its upstream energy interest (e.g. resource production and transportation) around the EU as well as its
downstream interests (e.g. energy processing and distribution) within the EU so as to hold monopoly on Europe’s energy
market (Mankoff, 2009: 180; Raymond, 2009 : 112).
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Conclusion
Petro-Russia’ What Kind of Superpower?

Notwithstanding Russia’s stature in global energy markets, some specialists
argue that Russia, at the current production and extraction rates, will not be able to
sustain its own production as well as fulfil its energy commitments (Goldthau, 2008b;
Price, 2007; Milov, Coburn & Danchenko: 2007; Hanson, 2009a; 2007 ). For Russia to
continue supplying over a quarter of Europe’s energy (in 2007 the EU imported close to
30% of its oil and 50% of its gas from Russia), abundant investments are going to be
needed (Mankoff, 2009: 176). Indeed, Russia’s energy sector suffers from a chronic lack of
investments which are necessary to modernize its energy supply system, to develop new
fields—located in remote regions (Eastern regions, Northern regions and Arctic off-shore)
where the geologic conditions only complicates exploitation—to compensate for the
declining production of its oil and gas fields in Western Siberia and to diversify its overall
economic output. For example, the growth rate of added value in Russia’s energy sector
decreased from 7.9% in 2004 to 1.7% in 2005 (Closson, 2009: 101). With the economic
crisis of 2008, some experts predict that this situation can only worsen, thereby
complicating Russia’s capacity to maintain its energy commitments, especially if it
desires to conquer new markets (Hanson, 2009b; Morales, 2008; Rutland, 2008). In the
event of Russia’s failure to maintain its current energy flows, its clients could demand
that the take-or-pay (i.e. paying for a fixed energy quantity regardless of the quantity
consumed) provisions be removed from their energy deals (Closson, 2009: 101). Provisions
which, thus far, have been to Russia’s advantage. What about the effects of the world’s
energy prices? Another drastic cut in these prices would have serious reverberations for
the already weakened Russian economy. Such a scenario would cause the national debt
to grow even more, the liquidation of even more of Russia’s stabilization capital, hurt the
already decreasing energy output and discourage energy firms (Russian and foreign) to
invest in new energy projects inside Russia due to a disadvantageous ‘cost-effectiveness’
ratio (Ollus, 2007: 4-11). For example, according to the Ministry of Economic
Development (MinEkon), Russia’s GDP dropped 10.1% in the first half of 2009 in
comparison to the same period in 2008. The federal budget went from a 5% surplus in
2007 to a 7.5% deficit in 2009 (Connolly, 2009: 2). In addition, Russia’s foreign exchange
reserves decreased from $600 billion to $400 billion in August 2009, its stabilization
funds went from $225 billion in 2008 to $176.4 billion in August 2009 and the exchange
rate of the rubble depreciated considerably (Connolly, 2009: 2).

Other experts argue that Russia is more aware than we think of its fragile
situation and is mindful of the damages that exercising leverage through the
‘instrumentalization’ of energy could have on its reputation as an energy supplier. These
experts advance the idea that Russia seeks to control the ‘uncertainty’ in its energy
relations (Gomart & Dellecker, 2009; Lo, 2008b). According to Bobo Lo, ‘the essence of the
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policy of creative doubt is to foster in customers a measure of ‘controllable uncertainty’, of
neither complacency nor panic’ (Lo, 2008b: 139). On the one hand, Russia reassures its
most faithful clients that it is a reliable long term energy supplier while, on the other, it
likes to remind the ones who prove themselves ‘hostile’ to its attempts to secure energy
assets of the heavy costs of disregarding its interests (Lo, 2008b: 139).

But does this stratagem make Russia a successful ‘manipulator’? As mentioned
above, to be able to manipulate the options presented as alternatives to its ‘targets’, the
Russian state, in line with its energy firms, must control their risk propensity by
convincing them to comply with its energy security interests. This can be done by
increasing the opportunity costs associated with compliance (gains in terms of supply
security, advantageous prices, privilege access to Russia’s energy sector) vis-a-vis the
risks (loses in terms of economic rents, supply security, competitive position vis-a-vis
other clients) associated with non-compliance (Stulberg, 2007: 7). However, even if Russia
has the ability to convince its energy partners to comply with its interests due to a strong
market power and tight ‘grip’ on domestic actors, it has yet to make this compliance
‘attractive’. Indeed, judging by the Russian inclination to control the Eurasian energy
ellipse, its recent blocking and expropriation of foreign firms (e.g. Sakhaline-2 in 2006;
Kovykta in 2007) as well as its recent cuts and reductions in energy supplies (e.g. Latvia in
January 2003; Lithuania in July 2006; Georgia in January 2006; Poland in October 2006,
Belarus in January 2007), it clearly seems as though Russia prefers to use the stick
rather than the carrot.

Russia’s New Energy Strategy: Recognizing Market Dependency?

Even if Russian leaders have understood that state-control over natural resources
could serve as Russia’s greatest political asset to regain its great power status in
heightened market competition conditions, it seems as though they have not completely
understood that the self-defeating character of being an energy-based power is that the
economy remains overly dependent on the energy sector. Energy revenues correspond to
a quarter of Russia’s GDP, to three-fifths of its exports and close to half of the federal
budget (Hanson, 2009a: 27). However, it is worth noting that with the global financial
crisis, Russia was forced to take into consideration the importance of foreign investment
and technological innovation for the development of its energy resources. In effect,
according to Alexei Gromov, the Deputy Director of Russia's State Institute of Energy
Strategy, Russia’s new energy strategy, Russian Energy Strategy for the period up to
2030, aims at shifting from a ‘resource-based and export-oriented’ economy to an
‘innovative economy’ further integrated in the global energy system (Gromov, 2009: 4).
On this point, Russia’s new energy strategy puts focus on research and development and
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new production factors® as major forces involved in economic growth, geographic
distribution of economic activities (geo-economics) and international marker competition.
More concretely, the strategy aims at reducing the share of the energy sector in the
structure of GDP from 30% to 18% by 2030 (Gromov, 2009: 7). To this end, Russia’s new
strategy is based on three critical stages: (1) the ‘engine’ stage (2009-2015): economic
recovery and investment to create a ‘backlog’ of massive construction and renovation of
Russia’s energy production assets and infrastructure; (2) the ‘innovative designer’ stage
(2013-2020): investment in ‘capital-intensive projects’ to modernize the material and
technical base of the Russian fuel and energy complex (2015-2022); (3) the ‘innovative
development’ stage (2022-2030): energy development based on new technologies, modern
equipment and new ‘operating principals’ as well as the development of alternatives
energy sources (Gromov, 20009 : 11; Gromov, 2008:4).

This strategy has just been approved by the Russian government and its
implementation is still under way. Therefore, it is too soon to know whether Russia will
effectively succeed in realizing all of its objectives. The outcome is likely to be influenced
by domestic dynamics within Russia’s energy sector, geopolitical and geo-economical
developments in Eurasia and the alignment of Russia’s foreign policy—an issue on
which, at the time when these pages are written, we can only conjecture. However, what
1s not a matter of conjecture is the fact that Russia will remain a major actor in the
global energy system and is not likely to loosen its rigid control over energy production
and exports, and put an end to its strategic interactions with its energy firms and its
assertive pipeline diplomacy. According to the latest data provided by the new strategy,
Russia seeks to produce up to 535 million tons of oil—an increase of 42 million tons
compared to 2008—and 940 bem of gas—an increase of 275 bem compared to 2008—by
2030 (Russian-American Chamber of Commerce, 2009). On the exports level, the strategy
plans to export 330 million tons of oil—an increase of 86 million tons compared to 2008—
and 368 bem of gas—an increase of 194 bem compared to 2008—by 2030 (Russian-
American Chamber of Commerce, 2009). Furthermore, an important point of the strategy
1s to 'support the Russian gas companies in the exploration and exploitation of gas fields
and building gas-transport infrastructure abroad’, and widen the ‘integrated gas-
transporting system between Europe and Asia’ so as to give Moscow the upper hand in
the management of transit supplies (Gromov, 2009: 17, 19). Finally, the strategy states
that one of the central objectives is to place Russia as a ‘scientific and technological leader in
key sectors of the world economy as a means of guarantying its energy security (and by
extension, its national security) and strengthen its competitiveness in global markets
(Gromov, 2009: 4).

® Human capital, scientific knowledge and technological innovation.
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Regardless of Russia’s new approach to state and foreign energy policy, it is worth
bearing in mind that Russia is operating in a global energy system characterized by
imperfect competition. That is to say, Russia is not the only player in the ‘game’ and
important consumers such as China are clearly aware of this. Therefore, despite Russia’s
persuasive power and expertise in energy geopolitics, the values of commercial reciprocity
and mutual cooperation should not be trivialized, for a customer like China will not
succumb to aggressive sales tactics. No customer likes to be ‘pushed’ into buying. A
customer must always feel ‘comfortable’ prior to doing so.


http://www.thefreedictionary.com/trivialize
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