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tion, one would expect to see Bulgaria acting as an Ally by participating in further Russian
energy projects, despite the availability of other options for diversification, and perhaps even
to the detriment of other EU member states.

In keeping with these expectations, Bulgaria is currently jointly developing several
projects with Russia, including the Burgas-Alexandroupolis pipeline, which will transport
Russian oil overland from the Bulgarian Black Sea to the Aegean Sea, bypassing Turkey*.
On the alternative fuels front, Bulgaria has hired Gazprombank-owned Atomstroyexport to
build a second nuclear power plan in Belene, Bulgaria, in which the Russian company is
expected to maintain a majority share®.

With regard to natural gas, though Bulgaria is a signatory on the proposed Nabucco
pipeline project—which is being subsidized by the EU specifically to relieve dependence
on Russian gas, and involves importing Iranian, Azerbaijani, and Georgian gas via Turkey
into Europe—it has also signed on to the Russian South Stream pipeline project. The South
Stream Pipeline was proposed by Russian gas company Gazprom in 2006 and is set to di-
rectly compete with the EU-funded Nabucco Pipeline.

Despite the fact that Nabucco was proposed much earlier, in 2002, Bulgaria elected
to sign the preliminary agreement with Russia for the South Stream pipeline in January of
2008, five months before the Nabucco project came to the table for its transit states. By
signing on to Russian-backed South Stream, Bulgaria is sending a clear message that regard-
less of its economic ability to substitute away in favor of the EU-sponsored Nabucco, it will
make the political choice to increase ties with Russia as an energy supplier.

THE FRIEND: SLOVAKIA

The characteristic “Friend” has inelastic price sensitivity that makes diversification
away from Russian gas supplies difficult, and maintains Russophilic policies and positive
public opinion toward Russia. Slovakia fits this mold with very inelastic price elasticity of
demand at 0.13 and a 108 percent dependence® on Russia for their natural gas supply, yet
a 0.91 affinity of nations score—one of the highest.

Table 1.2

Price Elasticity % Domestic Consumption Mean Transatlantic Trends
State of Demand that is Russian Gas Pipeline _Affinity '90-'02 Mean Concern Level (%)
Slovakia 0.13 108 1 0.917 66

Interestingly, data from Transatlantic Trends presents a somewhat conflicted picture of
Slovakian public opinion toward Russia with regard to energy security. Though the ma-
jority of responses indicated a positive public opinion toward close ties with Russia, when
the Transatlantic Trends Group asked Slovakians, “To what extent are you concerned or
not about Russia’s role as an energy provider?” 72 percent expressed “concern”—a rate
higher than the mean European score of 66 percent. The theoretical model presented by

22 Russia, Bulgaria to discuss joint energy projects in Sophia. (2009, 11 December). EU-Russia Centre. Retrieved
March 1, 2010 from http://www.eu-russiacentre.org/news/russia-bulgaria-discuss-joint-energy-projects-sophia.
html.

23 Bulgaria May Extend Contract with Russia’s Atomstroyexport. (2010, 23 March). Novinite Sophia News Agency.
Retrieved March 30, 2010, from http://www.novinite.com/view_news.php?id=114578.ft.

24 Slovakia consistently imports more natural gas than it can consumes and alternatively either sells the surplus to
neighboring states or stores it in anticipation of shortages.
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the present research would anticipate a lower than average score for this question. How-
ever, looking at the other survey questions before returning to this one provided context
for interpreting its meaning.

In answer to the following question: “To what extent are you concerned or not about
Russia’s behavior toward its neighbors?” Slovakians had the third-lowest rate of concern
at 52 percent, and the second-highest number of “not concerned” responses, at 43 percent
(the highest being Bulgaria). This seems to indicate that, whatever their concerns about
Russian gas supplies, Slovakians do not feel threatened by Russia in a more general security
sense.

Furthermore, when asked, “To what extent you approve or disapprove of [the idea
that] we should reduce our energy dependence on Russia, even if this requires additional
investments to acquire different energy sources?” only 74 percent of citizens in Slovakia
“approve[d].” This was the third-lowest score in Europe, after Bulgaria and Romania, and
four percent below the European Union average of 78 percent. Still, it did not miss the av-
erage mark by much, perhaps marking the balancing point between feeling minimal threat
from Russia in a general sense while still favoring a more secure supply source of natural gas.

To further understand and underscore Slovakia’s political inclination toward Russia,
it 1s helpful to look at questions regarding two other security topics from the 2009 Trans-
atlantic Trends survey. First, when asked, “To what extent you approve or disapprove that
the European Union provide security assistance for emerging democracies like Ukraine
and Georgia?” Slovakians had the second lowest number of “approve” responses at only
55 percent (the lowest approval rating coming from Bulgaria). Furthermore, when asked
the same question but substituting North Atlantic Treaty Organization (NATO) security
assistance for EU assistance, Slovakia once again had the second-lowest approval rating at
only 45 percent—despite Slovakia being a NATO member. While these two questions are
not gas-related, they deal with another struggle between the European and Russian spheres
of influence—and, tellingly, Slovakia sides with Russia on both counts.

To return to the topic of energy, when asked, “To what extent you approve or disap-
prove of [the idea that] we should increase energy cooperation with Russia even if its gov-
ernment is undemocratic?” 65 percent of Slovakians responded that they “approve[d]”—the
third highest response level and over 10 percent higher than the European average of 52
percent.

In keeping with the theoretical model, one would expect to see Slovakia willing to
increase energy cooperation with any low-cost supplier due to its heavy dependence on
natural gas and inflexible price elasticity, while perhaps trying to avoid projects which might
upset Russia. Along these lines, November of 2009 saw Slovakia’s proposal to the Russian
Energy Ministry for jointly developing a network of underground gas storage facilities in
Slovakia, for the purpose of securing natural gas supplies for Slovakian citizens in the event
of another cut in gas supply via Ukraine®. In the same meeting, Slovakia agreed to a change
in government policy to allow Russia a stake in Slovakia’s domestic gas distribution net-
work. In exchange, Russia agreed to update and extend the Soviet-era Druzhba oil pipeline,
which runs from Russia into Bratislava, and remains Slovakia’s single largest artery for oil in

25 Slovakia asks Russia to guarantee uninterrupted gas supplies. (2009, 13 November). EU-Russia Centre. Re-
trieved December 2, 2009, from http://www.eu-russiacentre.org/news/slovakia-asks-russia-guarantee-uninter-
rupted-gas-supplies.html.
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a country 100 percent dependent on Russia for its primary energy.> ¥

With regard to Nabucco, Slovakia has petitioned for the addition of two pipeline
interconnectors on the Nabucco project—a connection between Slovakia and Poland, and
one between Slovakia and Hungary—which would simplify interstate gas transfers and
make the Nabucco project far more beneficial to Slovakia, despite it not being on the direct
route of the proposed pipeline.

Collectively, all of these actions demonstrate both the political willingness of Slovakia
to work with Russia as well as its economic concern with regard to Russia’s dependability as
a supplier. Slovakia has made it clear that it will pursue the least expensive and most reliable
gas option, while trying to balance its domestic political ties with both Russia and the EU.

The Customer: Germany

The model “Customer” would prefer not to trade with Russia for political reasons,
but economics trump these concerns due to the inelastic price sensitivity. The Customer
represents those states trying to break free of Russian monopoly of their natural gas market.

Table 1.3

Price Elasticity % Domestic Consumption Mean Transatlantic Trends
State of Demand that is Russian Gas _Pipeline _Affinity '90-'02 Mean Concern Level (%)
Germany 0.05 43 1 0.86 77

Looking at Table 1.3, one can see that Germany fits well into the Customer mold.
Despite generating a large percentage of their electricity from domestic coal sources, Ger-
many is the fourth largest natural gas consumer in the world and the second largest import-
er”. As a result of this dependence, Germany has very inelastic price sensitivity of natural
gas at 0.05 and receives an estimated 43 percent of its natural gas from Russia.

In alignment with the theoretical model, we can see that Germany’s affinity with
Russia in the UN General Assembly voting records only extends as far as 86 percent. This
is particularly interesting given the internal dynamic of Germany as a former Soviet state,
where tensions still exist between those who favor the old Russian-imposed system and
those who prefer the present-day liberal democracy™. Despite this, Germany’s affinity hov-
ers below that of the other former Soviet states, and even below that of some of its Western
neighbors, including France, Austria and Belgium.

In the 2009 Transatlantic Trends survey, when asked “To what extent are you con-
cerned or not about Russia’s role as an energy provider?” 73 percent of those surveyed
in Germany said that they were °
“very concerned.” In answer to the question: “To what extent are you concerned or not

‘concerned,” and 31 percent said they were additionally

26 OMV May Open Bratislava Link in 2010 to Tap Russia. (2009, 28 May). EU-Russia Centre. Retrieved January
14,2010, from http://www.eu-russiacentre.org/news/omv-open-bratislava-link-2010-tap-russia.html.

27 Russia Today. (2009, 17 November). PM meeting cements Russia Slovakia energy ties - RT. RT: Business. Re-
trieved February 20, 2010, from http://rt.com/Business/2009-11-16/pm-meeting-cements-russia.html.

28 Socor,V. (2009, 27 January). A Window of Opportunity for the Nabucco Project at Budapest Meeting. Eurasia
Daily Monitor, 6(17). Retrieved March 31, 2010, from http://www.jamestown.org/programs/edm/single/?tx_
ttnews|tt_news|=34417&tx_ttnews[backPid]=485&no_cache=1.

29 International Energy Data and Analysis for Germany. (2010, January 6). U.S. Energy Information Administration.
Retrieved January 9, 2010, from http://tonto.eia.doe.gov/country/country_energy_data.cim?fips=GM&Go=Go
30 Jupille, J. (2009, October 23). Cleavages, Party System and Governing Coalitions: Germany, 1. Western European
Politics. Lecture conducted from University of Colorado at Boulder, Boulder, CO. pp. 15.
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about Russia’s behavior toward its neighbors?” 74 percent of German citizens replied that
they were “concerned”—the second highest rate in Europe, and significantly above the
European average of 65 percent. Additionally, when asked “To what extent you approve
or disapprove of [the idea that] we should reduce our energy dependence on Russia, even
if this requires additional investments to acquire different energy sources?” 84 percent of
Germans responded that they “approve”—the highest approval rating for this idea in Eu-
rope. Arguably, these answers belie the level of Germany’s political dissatisfaction with their
energy dependence, marking them once more as a customer beholden to Russia.

Despite these popular views, Germany’s growing economy demands a great deal of
energy resources, which is consequentially placing more of the electricity burden on natural
gas as domestic coal resources are depleted. Caught between a commitment to cut carbon
emissions by phasing out coal as a primary electrical source and a mandate to shut down all
nuclear reactors by 2020, Germany may have no choice but to break one of these promises
or become even more beholden to Russian natural gas until other renewable technologies
can catch up.

Based on its position in the theoretical framework, one would expect to see Germany
trying to diversify away from Russian gas with difficulty, while openly supporting projects
that would aid in divorcing itself and the EU from Russian gas dependence. At present,
Germany’s growing economy demands a great deal of energy resources, which is conse-
quentially placing more of the electricity burden on natural gas as domestic coal reserves
are depleted. Caught between a commitment to cut carbon emissions by phasing out coal
as a primary electricity source and a mandate to shut down all nuclear reactors by 2020,
Germany may have no choice but to break one of these promises or become even more
beholden to Russian natural gas until other renewable technologies can catch up.

Heavy investment in renewables over the last five years has resulted in an increase in
the amount of electricity coming from renewable energy in Germany from 6.3 percent in
2000 to about 15 percent in 2008. But while Germany has made great strides in its renew-
able energy sector—it is the world’s largest wind power generator and the world’s largest
generator of electricity from non-hydroelectric renewables*'—fossil fuels overwhelmingly
remain the primary source of electricity and broader energy generation, and with that comes
Russia’s 40 percent and growing role in Germany’s natural gas imports.

In order to meet the ever-increasing demand of its citizens, Germany has flexed its
sovereignty and signed on to several Russian pipeline endeavors, including Nord Stream,
an offshore natural gas pipeline that will transport Russian gas from Vyborg, Russia through
the Baltic Sea to Greifswald, Germany—bypassing Ukraine and also states like Poland and
Belarus that would otherwise receive a portion of any gas passing through their states at
discounted cost—thus securing a continuous gas supply for the Germans. Germany’s weight
in the European arena, as well as its central geographic positioning, makes these moves even
more damaging to its less influential neighbors, which depend on Germany and other allies
for support in negotiating energy contracts with Russian gas companies.

Despite these unilateral endeavors to secure its domestic energy supply, Germany re-
mains one of the most vocal proponents of alternatives to Russian gas. Though outspokenly
supportive of the Nabucco plan, Chancellor Angela Merkel recently asked the EU not to
collectively fund the project, since Germany—as the largest economy on the continent—

31 Non-hydro Renewables Data. (2006, 27 September). U.S. Energy Information Administration. Retrieved Novem-
ber 28,2009, from www.eia.doe.gov/pub/international/iealf/table17 xls.
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would be asked to foot the lion’s share of the bill™>. Instead, the Chancellor has suggested
that the endeavor remain privately funded, citing no lack of corporate investment. Germa-
ny’s own RWE, the second-largest domestic gas and electric company in the country, has
joined five other energy companies in the Nabucco pipeline consortium. (RWE recently
announced that it is on the verge of securing a 10 billion cubic meter per year gas contract
with Turkmenistan, equivalent to one-third of Nabucco’s capacity®). Though not a transit
country and therefore not a signatory to the project, Germany was represented as an observ-
er for the signing of the intergovernmental transport agreement between Turkey and the
four EU transit countries—Austria, Bulgaria, Hungary and R omania—in Ankara, Turkey>*.

The Enemy: the United Kingdom

The representative “Enemy” has elastic price sensitivity, making diversification much
easier, coupled with Russophobic policies and a low public regard for Russia. The Enemy
represents those states trying to remain completely free from Russian monopoly of their
energy market. Looking at Table 1.4, one can see that the UK fits this mold precisely, with
very elastic demand and no Russian gas consumption, coupled with the lowest political af-
finity score in the EU and the highest level of concern in the public opinion survey.

Table 1.4

Price Elasticity % Domestic Consumption Mean Transatlantic Trends
State of Demand that is Russian Gas _Pipeline _Affinity '90-'02 Mean Concern Level (%)
UK 2.42 0 0 0.45 77.33333

According to the 2009 Transatlantic Trends survey, when asked, “To what extent are
you concerned or not about Russia’s role as an energy provider?” 76 percent of those sur-
veyed in the UK said that they were “concerned,” and 40 percent moreover identified as
“very concerned.” This was the second highest level of general concern expressed in Eu-
rope”, and the highest number of “very concerned” responses. Additionally, when posed
the question, “To what extent are you concerned or not about Russia’s behavior toward its
neighbors?” citizens in the UK expressed the second-highest level of concern at 74 percent,
compared to a European mean of 65 percent, with 30 percent of those surveyed adding that
they were “very concerned.” Finally, when asked, “To what extent you approve or disap-
prove of [the idea that] we should reduce our energy dependence on Russia, even if this
requires additional investments to acquire different energy sources?” an overwhelming 82
percent of UK residents responded that they “approve,” with 53 percent adding that they
“approve very much” (the highest rate expressed in Europe).

Historically, the UK has utilized its extensive coal reserves for electricity and heat-
ing. However, large leaps in extracting oil and natural gas from its Atlantic Margin gas and
oil fields led to the “Dash for Gas” in the 1980s and 1990s—in which the UK’s electricity

32 No EU funding for Nabucco, says Merkel. (2010, 29 January). Euractive. Retrieved April 1, 2010, from http://
www.euractiv.com/en/energy/eu-funding-nabucco-merkel/article-179883.

33 Turkmen gas deal for Nabucco seen in months-RWE exec. (2010, 5 March). Reuters UK. Retrieved March 31,
2010 from http://uk.reuters.com/article/idUKLDE6241WB201003052sp=true.

34 Nabucco gas pipeline: new impetus through agreement between transit countries. (2009, 22 July). Wien Interna-
tional. Retrieved March 31,2010, from http://www.wieninternational.at/en/node/15135.

35 After Poland, who was directly affected by one of the recent energy cutoffs.
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companies invested heavily in natural gas power plants due to the speed at which they could
be built relative to coal or nuclear power plants®. Natural gas’ share of electricity produc-
tion rose dramatically, and by 2004 it had overtaken coal as the primary source of electric-
ity generation. Despite currently being the thirteenth largest producer of natural gas in the
world, the UK faces a growing energy gap as its coal power plants and nuclear stations are
becoming increasingly outdated.

Within the present research model’s framework, one would expect to see the United
Kingdom heavily favor any programs that reduce European dependence on Russian natural
gas, despite its total lack of dependence on Russia for energy resources. Though geographi-
cally separate from the European continent and largely an unaftected bystander, the UK has
vocally backed Nabucco. Even so—like Germany—it would prefer not to foot the bill. As
a coal-rich state, the UK has pushed heavily for increased coal production and consumption
both domestically and within the EU, touting the fact that coal is an abundant alternative to
imported natural gas. However, strict EU carbon emissions laws have prevented enthusiasm
for the idea, despite the UK’s commitment to introducing new carbon capture and storage
technologies on their domestic power plants. Approximately one-third of the UK’s coal
plants are expected to close in the next decade due to their inability to meet the standards
of the European Large Combustion Plant Directive, while many of the nuclear generation
stations are applying for life-extensions, since their contracts are expected to run out in
the next decade. In anticipation of this, the UK has begun investing heavily in Liquefied
Natural Gas (LNG) transport and storage facilities, since unlike pipeline gas, LNG can be
shipped anywhere, meaning supplier choices are not as limited by proximity and pipeline
transit capability. While not decreasing overall natural gas dependence, the flexibility of
LNG transport would make it easier to move away from Russian gas in favor of farther-
flung suppliers. In light of these developments, the UK faces the possibility of needing to
import natural gas within the next decade if it cannot move toward renewables, and it wants
to ensure that said gas doesn’t come primarily from Russia.

The UK’s resolve to act in a sovereignty-driven manner when it comes to energy
resources was perfectly summed up by Great Britain’s energy minister, Malcolm Wicks, on
a recent visit to Turkmenistan and Azerbaijan, where he discussed the building of a trans-
Caspian pipeline to carry gas to the EU: “Oil and gas issues are not just energy issues; they
are national security issues for many countries. The EU’s cooperation with countries in the
[Caspian] region should be seen through the prism of the energy security and national secu-
rity of all states involved in these projects.’””

CONCLUSION

The initial hypothesis that states’ choices would depend on a combination of econom-
ic and domestic political factors—namely the price sensitivity of natural gas in each state and
its domestic political sentiment with regard to Russia—proved correct based on the model
presented herein. The European Union, while having proven a successful economic tool for
its members thus far, has demonstrated time and again its inability to adequately address the

36 Wheeler, B. (2004, April 22). The politics of power. BBC NEWS. Retrieved October 20, 2009, from http://
news.bbc.co.uk/2/hi/uk_news/politics/3581637.stm

37 Socor,V. (2007, 25 September). Analysis: Gas discussions in Turkmenistan, Azerbaijan after the Budapest Nabuc-
co conference. Eurasia Daily Monitor. Retrieved April 1, 2010, from http://politicom.moldova.org/news/analysis-
gas-discussions-in-turkmenistan-azerbaijan-after-the-budapest-nabucco-conference-72989-eng.html.
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issue of energy security, leaving its member states to act in their own self-interest at detri-
ment to the whole.

In the past, the complex issue of EU energy security had been addressed on both
purely economic and supranational levels, but it had not hitherto been studied as a com-
bination of domestic economic and political factors. In classifying member states based on
their individual situations with regard to Russia, the present research was able to construct a
framework for clearly identifying their present energy relationship with Russia—a tool that
is essential if the EU ever does want to form a coherent policy toward their primary natural
gas supplier.

Recognizing the obstacles facing the European experiment—including the desires of
each member to retain its sovereignty and build individual power and security—it is neces-
sary for the EU to understand the underlying motivations for its member states’ varying de-
grees of natural gas trade with Russia. Looking to the price sensitivity of natural gas in each
state and their domestic political sentiment with regard to Russia, one can find compelling
evidence that these factors play a primary role in determining states’ choices in this arena,
with the domestic political aspect perhaps even trumping economic considerations. In clas-
sifying member states based on their individual situations with regard to Russia, the present
research was able to construct a framework for clearly identifying their present energy rela-
tionships with Russia—a tool that is essential if the EU ever does want to form a coherent
policy toward its primary natural gas supplier.
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