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Pipeline Politics between Europe and Russia:
A Historical Review
from the Cold War to the Post-Cold War
Jae-Seung Lee and Daniel Connolly

This paper conducts a historical survey of bilateral energy transactions during
the Cold War and the early years of the post-Cold War period to uncover the
origins of today’s pipeline politics between Europe and Russia. Gas pipelines
from Russia to Europe are doubly perceived as a symbol of Russia’s status as
an energy superpower and Europe’s dependence on Russian supply. Fears
of a Soviet/Russian ‘energy weapon’ date back to the beginning of East-West
energy transactions, but the concept always has been of limited utility. A historical analysis of East-West energy transactions reveals that Russia’s energy weapon is a complicated and multifaceted phenomenon. Cold War pipeline
projects were institutions reflecting the aligned economic interests of Soviet
and European policymakers, as well as their shared norms on how international energy flows should be organized and maintained. The post-Cold War
period was marked by continuity as well as divergence. Western technology
and capital remained a crucial factor in sustaining and expanding Russian
energy infrastructure, but the new geopolitical landscape unleashed deeprooted issues of pricing, transit, and ownership among former CMEA countries. Attempts to reprogram pipeline governance on the basis of the Energy
Charter Treaty have not been successful. Pipeline politics will continue to be
tumultuous but are expected to remain bounded by historically-rooted interdependencies. Both sides can profit from their ongoing relationship, even
though they respectively complain about a lack of energy security or demand
security. Furthermore, the mutual dependencies conferred by their historical
energy relationship would restrict the maneuverability both sides have when it
comes to choosing more extreme measures.
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as pipelines from Russia to Europe are doubly perceived as a symbol of
Russia’s status as an energy superpower as well as European dependence on
Russian supplies. In early 2014, as Ukraine’s precarious position between
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Western Europe and Russia metastasized into a series of increasingly dangerous
crises–the Euromaidan protests, the breakaway of the Crimea region, and a civil
war with Eastern separatists–the foremost question on many Europeans’ minds
was whether or not Russia would use its control over natural gas and oil pipelines
for political leverage (Ahmed 2014; O’Sullivan 2014; Shukman 2014). The
Russian government’s earlier decisions in 2006 and 2009 to temporarily halt gas
shipments to the Ukraine also have been interpreted as deliberate applications of
an “energy weapon” for economic and political gain (Ghaleb 2011, 90; Cohen
2006, 3; Esakova 2012, 37-38). These interruptions of supply were even
described as humanitarian crises by some European analysts (Hafner 2012, 4;
Hirschhausen et al. 2010, 18). Even the construction of new Russian pipelines has
been perceived as a threat.1 The fear of Russia’s extensive pipeline system stems
from regional energy dependencies2 but also reflects the growing salience of the
issue at the global level: “The threat of an energy weapon has emerged into
international discourse in recent years” (Esakova 2012, 37). Yet, this alarming
array of pipelines pointing at the heart of Europe did not come out of nowhere
(see Figure 1). To fully understand recent as well as emerging energy politics
involving Russia and its neighbors, it is necessary to take into account the embedded historical features of this relationship.
This paper conducts a historical survey of bilateral energy transactions from the
Cold War to the early years of the post-Cold War period to explore the origins of
today’s pipeline politics between Europe and Russia. It will historicize the “energy
weapon” by tracing the material diffusion of the pipeline system and highlighting
key crises in the developmental process. This paper argues that there has been a
persistent and inflated fear of the Soviet/Russian use of energy to manipulate
Western Europe. In particular, this survey highlights the importance of longstanding technological asymmetries between the two sides. This has encouraged
cooperation but technology also has been used opportunistically as a weapon. In
the period covered by this study, the Soviets/Russians were the victims of several politically motivated interruptions in the supply of Western pipeline technology. This paper also compares the nature of pipeline politics between the two periods. It suggests that Cold War pipelines, rather than serving as levers or weapons
in an era of ideological divergence, should be interpreted as expressions of shared
1

In 2010, the Polish foreign minister, Radoslaw Sikorski, reacted to plans by a German-Russian
consortium to build a pipeline in the Baltic by evoking memories of his country’s traumatization in
the Second World War. The project, he said, was a “Molotov-Ribbentrop pipeline” (As quoted in
Hundley 2010).
2
In 2012, for example, the European Union as a whole relied on Russia for 33.7% of its crude oil
and 32% of its natural gas (Eurostat 2014).
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values. As such, these material assemblages represent a peculiar kind of institution. The real problem in the post-Cold War period is not the energy, technological, and financial interdependencies created by these intercontinental assemblages but an unravelling of the shared meanings that sustained them.
Figure 1. Russia in the European Energy Sector: Pipelines

Source: East European Gas Analysis (2014)

The following section starts the inquiry by revisiting the long and tumultuous
history of Soviet energy trade with Europe, the geopolitical implications of gasification, and the creation of a pipeline infrastructure linking East and West that
culminated in the Urengoy-Pomary-Uzhgorod Project in the early 1980s. With
the collapse of communism in the 1990s, a new geopolitical landscape was juxtaposed upon the gas and oil infrastructure of the former Soviet Union and its allies.
The third section examines attempts to forge new energy infrastructures and
institutions in the post-Cold War period, focusing on the Yamal-Europe Project
and the Energy Charter Treaty (ECT). The fourth section reassesses the interdependence between Russia and Europe by emphasizing the deep historical roots
of outstanding issues, such as pricing and transit, as well as the important role
played by European finances and technology in creating and sustaining
Soviet/Russian pipeline systems. The conclusion summarizes the historical survey of pipeline politics in Europe and Russia and suggests that the concept of a
Russian “energy weapon” is an ambivalent one and that Russian and European
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energy policies will remain contradictory, reflecting both political and economic
realities.

EARLY ENERGY TRANSACTIONS DURING THE COLD WAR
THE RISE OF EAST-WEST ENERGY TRANSACTIONS
The Soviet Union inherited an energy relationship with the West that already contained the seeds of future interdependence. The petroleum industry in Tsarist
Russia, one of the world’s largest, owed its existence to infusions of foreign capital and know-how (Gillette 1973, 478) but its production fell precipitously as a
result of the Russian Civil War and the nationalization of assets by the Bolsheviks.
It was not until Soviet authorities reversed course and cultivated joint ventures
with American and European oil companies, including Barnsdall Corporation,
British Petroleum, and Standard Oil, that the sector started to recover (Considine
and Kerr 2002, 19, 25, 36-37; Yevdoshenko 2009). European companies were
especially valued as sources of hardware and technology, especially high-quality
steel pipes and machinery.3 Soviet oil exports grew steadily in volume and geographical extent during the interwar period (Igolkin 2005). However, Soviet oil
flows were politically controversial and faced resistance from the vertically integrated Western companies that dominated contemporary petroleum markets.
Shortfalls in production and a reduced need for foreign currency contributed to
Soviet exports tapering off in the late 1930s before vanishing completely as the
Russian oil industry was devastated by the Second World War (Considine and
Kerr 2002, 36; Heymann 1948, 315-316).
The defeat of Nazi Germany and the expansion of the Soviet Union into Eastern
and Central Europe marked the next major revolution in the nature and direction
of Soviet external energy flows. The creation of the Council for Mutual Economic
Assistance (CMEA) in 1949 and a general growth of Communist multilateral
institutions from 1955 onward, marked the beginnings of a new regional economic order (Szawlowski 1976, xxiv-xxv). Pipeline systems grew in the wake of
these new institutions. Druzhba, the largest export pipeline of the era, was a joint
project initiated in 1959 by the governments of the USSR, Hungary,
Czechoslovakia, Poland, and the German Democratic Republic to reduce their
reliance on expensive oil shipments via railway. The energy relationship within
the Eastern bloc was soon marked by the high dependence of Eastern and Central
3

The Baku-Batumi pipeline, for example, used over 60,000 steel pipes from Germany, as well as
pumps from Crossley, an English manufacturer (Mishin 2005).
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European countries on Soviet supplies of oil and natural gas (Gustafson 1981,
66).4 These intra-Eastern bloc transactions were controversial due to CMEA’s
convoluted pricing mechanisms and the difficulty of determining actual production costs in socialist economies. In practice, this meant that the Soviet Union was
providing the Eastern bloc with increasing quantities of steeply discounted energy.5 This entailed considerable opportunity costs for the USSR because it left less
to export to Western customers in exchange for hard currency (Gustafson 1981, 73).
Meanwhile, Soviet oil returned to Western Europe in the late 1950s, triggering
fresh controversies. Soviet oil was sold for as little as half the prevailing rate, leading to accusations of dumping (Gal̆dar 2007, 56). The resurgence of Soviet energy flows also led to a renewed interest in extending the pipeline infrastructure to
meet the needs of these new markets. This was a formidable undertaking because
the Soviets suffered from steel shortages and did not possess the technical ability to build the large-diameter pipes and compressors that were required for longdistance pipelines (Considine and Kerr 2002, 143; Heinrich 2014, 21). The easiest way to overcome these technical obstacles was by forming partnerships with
Western governments and companies.6 At least 40% of the Soviet Union’s
requirements of large-diameter pipes for the Seventh Five-Year Plan were purchased from West Germany and Sweden (Prybyla 1965, 158). Indeed, West
Germany’s economy in the 1960s depended more on the USSR as a customer for
its steel pipes than it did as a source of energy (Stent 1981, 100). Soviet reliance
on Western energy technology also included specialized equipment for oil tankers
and sometimes whole ships.7
However, the United States believed that Europe’s deeper involvement in energy transactions with the Soviet Union was potentially dangerous. The US Senate
held a series of secret hearings on the topic in July 1962, whereupon Senator
Kenneth B. Keating famously exclaimed: “The Soviets are dumping oil at bargain
prices throughout the world. This is not dumping for economic reasons but for
political and military reasons. They are using oil to buy valuable machinery and
know-how from the West in order to produce and distribute oil at a rapidly

4
By 1978, this dependency on Soviet energy ranged from 25% in the case of East Germany to 66%
in the case of Bulgaria (Roosa et al. 1982, 37).
5
In 1980, despite persistent attempts by the USSR to retrench its energy subsidy to the Eastern
bloc, it was still exporting twice as much oil to CMEA countries than to the rest of the world (Gustafson
1981, 73; Scanlan 1982, 325).
6
A deal struck in 1960 with the Italian state oil company ENI saw five years of Soviet crude oil
deliveries in exchange for steel pipes and building materials (Spencer 1966, 99).
7
The Italians transferred ten oil tankers to the USSR in the late 1950s for 1.5 million tons of crude
oil and 500,000 tons of fuel oil (Ward 1960, 142).
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accelerating rate” (Stent 1981, 99). Opponents argued that too much dependence
on Soviet oil would leave Western countries susceptible to Communist political
pressure.8 Communist pipeline systems, particularly the Druzhba, were also perceived to have military utility because they permitted the stockpiling and rapid
movement of fuel across a wide front (Prybyla 1965, 156, 158).
This tension between the United States and its European allies grew appreciably during the construction of the Druzhba pipeline. In 1962, three West German
firms signed contracts to supply an estimated 163,000 tonnes of large-diameter
pipe to the Soviet Union, a deal valued at $28 million. However, the United States
attempted to scuttle the Soviet project by pressuring its allies to cancel their shipments of pipes. At first, US policymakers channeled their complaints through the
Coordinating Committee for Multilateral Export Controls (CoCom), a multilateral institution founded in 1949 to stop the transfer of dangerous technologies to
the Communist bloc, but they were unable to create the necessary consensus to
add pipes to the list of banned export items. Instead, the United States worked
through the machinery of the North Atlantic Treaty Organization (NATO), where
a vote was not necessary.9 On November 21, 1962, the NATO Council passed a
secret resolution that strongly encouraged member states to immediately halt the
export of large-diameter pipes to the USSR and its allies. The German government complied with the resolution but faced a political crisis at home for doing
so (Hofhansel 1996, 177). However, the embargo did not last long as Britain and
Italy chose to interpret the NATO resolution as a recommendation rather than an
order and fulfilled their contracts with the USSR. Non-NATO members Sweden
and Japan also resisted American pressure (Stent 1981, 112, 115). This incident
demonstrated that although energy technologies were a source of leverage over
the USSR and formed the basis of East-West cooperation, exercising it for political purposes was a challenge because it required unanimity among Western
countries.

URENGOY-POMARY-UZHGOROD PROJECT (1983)
By the late 1970s, the immense Soviet oil pipeline network no longer seemed so
threatening to Western Europe. Instead of worrying about oil offensives, the West
had started speculating about ‘peak’ Soviet oil due to rising domestic demand in
8
Underscoring the threat was the case of Finland, one of the first non-CMEA countries to find
itself almost completely reliant on Communist oil, and then the victim of politically motivated interruptions in supply in 1950 and 1958, the latter incident becoming known as the ‘Night Frost Crisis’
(Jensen-Eriksen 2007, 358-359).
9
For more detail on how the United States strategically used NATO rather than CoCom see Stent
(1981).
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the USSR, the burden of subsidized energy flows to the Eastern bloc, and a lack
of upstream investment (Gustafson 1981; Norman 1981). However, in its place a
new menace appeared–natural gas. Khrushchev’s Sixth and Seventh Five-Year
Plans had accelerated the gasification of the Soviet Union’s economy (D. G.
Victor, Jaffe, and Hayes 2006, 474).10 The emergence of this new Soviet energy
pillar not only transformed regional energy flows but it also had profound political consequences. In particular, the unique technical requirements for moving
natural gas was widely seen as magnifying its geopolitical importance (Chanis
2012, 330; D. Johnson 2005, 265; D. G. Victor et al. 2006, 5). Gas pipelines
demanded larger initial investments and longer planning horizons than equivalent networks carrying oil.11 Unlike oil, therefore, Soviet gas transactions were
necessarily structured around long-term contracts that required direct pipeline
connections with their Western customers. This permanent physical link
between producer and supplier is often perceived as a power relationship: “[They
are] physical, graphical representations of structural links of dependency”
(Balmaceda 1998, 258). Put another way, “a pipeline was much more than just a
pipe” (C. Johnson and Derrick 2012, 484).
The threat of Soviet natural gas in Western Europe was preceded by an extension of pipeline infrastructure across the Eastern bloc, especially the Bratstvo
pipeline, which linked the USSR to Czechoslovakia (where quantities were reexported to Belarus and the Baltics), Poland, the German Democratic Republic,
Bulgaria, Hungary, Yugoslavia, and Romania. As gas production moved eastward, the Soyuz pipeline was built from 1974 to 1978 to connect the Volga region
with the Bratstvo distribution network (Heinrich 2014, 33-4; Hoffman 1985, 19).
The Soviet Union took an active role in encouraging the use of natural gas across
the CMEA because it was seen as an effective way to reduce domestic consumption of oil and to satisfy Eastern Europe’s growing energy needs. In retrospect,
however, the Soviet Union was simply exchanging one form of energy subsidy for
another, and was once again institutionalizing it through an integrated pipeline
network.
The first natural gas shipments from the Soviet Union reached Western Europe
in 1968. Deals soon followed with Italy in 1969 and West Germany in 1970, 1972,

10

Production rose from 47.2 billion cubic meters in 1960 to 406 billion cubic meters in 1980
(Davis 2014, 365). By 1980, the USSR was the leading exporter of natural gas, accounting for 28% of
world exports (Lax 1983, 64).
11
Natural gas has a caloric value between that of coal and petroleum but is extremely difficult to
transport. In 1982, it was estimated that moving natural gas cost three or four times more than oil
(Melamid 1994, 217; Stern 1982, 29).
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and 1974. These exports, however, involved relatively modest additions to the
existing Bratstvo network, which was already struggling to supply its CMEA customers (Heinrich 2014, 33-34). The Trans Austria Gas (TAG) pipelines connected Czechoslovakia with Austria and Italy in 1974 and the more ambitious MittelEuropäische-Gasleitungsgesellschaft (MEGAL) pipeline, constructed from 1974
to 1979, linked up with Austria, Germany, and France (Makholm 2010, 29-30).
By the end of the 1970s, however, negotiations were underway between France,
Germany, Italy, and the Soviet Union for the construction of a major natural gas
pipeline known as the Urengoy-Pomary-Uzhgorod Project, which emerged as the
most controversial energy project of the Cold War. It revolved around an ambitious plan to create a 4,500-km export pipeline linking Western European consumers with the newly developed Urengoy gas fields in Western Siberia. This was
expected to generate a staggering 40% increase in the Soviet Union’s overall
upstream gas production (Merciai 1984, 2; D. G. Victor and Victor 2006, 132).
Worryingly for the US government, the deal would effectively triple the Soviet
Union’s natural gas export capability (Hardt and Gold 1982, 1).
For Western European countries, promises of cheap energy were complemented by valuable commercial opportunities. With NATO having quietly lifted its
embargo on pipes in 1966, European firms were once again active participants in
Communist energy projects.12 The Soviet pipeline required imported technology,
such as large-diameter pipes and compressor stations, as well as vast quantities
of steel. Occurring in the midst of a deep recession with over 25 million unemployed European workers, the Soviet projects parked keen competition between
German, French, and Italian companies. Indeed, these export opportunities had
an estimated value of $5 billion (Katzman 1988, 25).
The Americans were horrified by the pipeline idea. Their criticisms revolved
around the possibility that it would make Western Europe overly dependent on
Communist energy–a “gas lever”–and that the Soviet Union would use the profits accruing from the sales of natural gas to increase its military power (Hardt and
Gold 1982, 1). The United States first attempted to block the deal through CoCom,
but the European contracts were for equipment that was not officially banned by
the organization and compliance with the existing list of prohibited technology
was already undermined by endemic cheating (Crawford and Lenway 1985, 389;
Lebedoff and Raievski 1983, 491). American persuasion through other multilateral organizations such as the International Energy Agency (IEA), the
Organisation for Economic Co-operation and Development (OECD), and NATO
12

For example, Mannersmann, a West German firm, received orders to supply 1.2 million tons
of large-diameter natural gas pipes to the USSR in 1970 (Hofhansel 1996, 177).

05JSLee,Daniel 2016.04.29 04:56 PM 페이지113

Pipeline Politics between Europe and Russia

113

also was not successful (Frost and Stent 1983, 179). With Western Europeans
showing no signs of halting their participation in the project, the United State
stook more active measures. In December 1981, President Reagan banned the
export of American oil and gas technologies to the USSR. In June 1982, these
sanctions were expanded to include subsidiaries and licensees of American companies, even if they were based in Europe. As with the action taken against the
Druzhba pipeline in the 1960s, American policymakers continued to view
Western technology as an important “lever” for sabotaging Soviet energy projects. However, this time the European response to the US measures was largely
negative. On the same day that President Reagan’s expanded sanctions took
effect, the foreign ministers of the European Economic Community (EEC) issued
a joint statement that the American decision was illegal and later sent a formal
note of protest to Washington (DeSouza 1984, 102; Lebedoff and Raievski 1983,
484). The British, French, German, and Italian governments then told their companies to go ahead with the deliveries.
In sum, the pipeline crisis grew out of a divergence of US and European attitudes towards East-West trade. The United States saw exports to the Soviet Union
as buttressing the forces of evil, whereas European partners saw it as a crucial
business opportunity. Stern admitted that the pipeline “dramatically improves
the prospects for the chronically depressed steel and engineering industries in
Western Europe” (1982, 30). For many companies targeted by US sanctions,
compliance was virtually impossible because the Soviet contracts were “too
important to their immediate corporate survival and long-term business success”
(Nollen 1987, 5). Soviet gas was also acceptable to Western European policymakers because it allowed them to diversify away from the Organization of the
Petroleum Exporting Countries (OPEC), which was perceived as a much greater
threat: “Oil security clearly remains Europe’s foremost energy security problem”
(Adamson 1985, 26). Likewise, Russian gas pipelines were justified because they
reduced a reliance on Algerian gas, another untrustworthy supply (Adamson
1985, 20; Manne, Roland, and Stephan 1986, 53). Even if gas pipelines created
dependency, this dependence was not one-sided. Energy exports were the Soviet
Union’s primary source of hard currency, so the construction of natural gas
pipelines meant that the USSR’s future earnings were now inexorably anchored
to Western Europe’s economic well-being. Moreover, natural gas exports would
not boost Soviet earnings but would only compensate for their declining oil revenues (Roosa et al. 1982, 40). The Soviet Union also needed European technology to maintain and expand these elaborate pipeline systems (Stern 1982, 26).
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PIPELINE POLITICS IN THE POST-COLD WAR PERIOD
THE NEW GEOPOLITICS OF ENERGY TRANSACTIONS
In the 1990s, the success of CMEA’s integrated gas and oil pipeline networks
quickly became a problem as the Soviet single market and its governing institutions unravelled. Ex-Soviet economies were addicted to heavily-subsidized energy and much of their gas and oil infrastructure was antiquated, poorly maintained, and inefficient (Ahrend and Tompson 2005, 805, 810; Gal̆dar 2007, 166;
D. G. Victor and Victor 2006, 141). Reversing these inefficiencies and reorienting
ex-Soviet networks to conform to Eastern Europe’s new borders was an exceedingly difficult and fractious process. Russia’s oil and gas industries also experienced severe shocks. The oil industry, already suffering in the late 1980s from the
rising costs of production, a fall in prices, and inadequate exploration and development, was hit particularly hard. From 1988 to 1991, oil production plummeted
by almost 20% (Gal̆dar 2007, 190-191). From 1992 to 1998, production fell another 23% (D. G. Victor and Victor 2004, 13). Russia’s antiquated industrial base
continued to be a profligate user of energy, and domestic gas prices were highly
subsidized (Liuhto 2002, 32). Gazprom, which inherited control of the Soviet gas
system, was in the unenviable position of being forced to supply domestic customers as well as former allies who could not pay their bills (Ahrend and
Tompson 2005, 803). The only good news was that lower gas production was
more than offset by a sharp decline in domestic demand, creating a surplus natural gas “bubble” that helped maintain export flows (N. M. Victor 2007, 10).
Russia reoriented its gas and oil exports towards Western markets, a process
which started as early as 1991 (Considine and Kerr 2002, 10; Smeenk 2010). The
post-Cold War period, therefore, has been marked by a relative shift in Russian
energy flows from Eastern Europe to Western Europe.13 Closely interlinked with
the issues of pricing and the corresponding reorientation to Western markets was
the problem of pipeline transit. In the 1990s, newly-independent Eastern
European and Baltic countries were highly dependent on Russian energy flows,
which they could not afford to purchase at market prices, but those countries also
found themselves in a position to use their status as transit states to interfere with
export routes to Western European markets. Russia responded to this challenge
by attempting to reassert control of this infrastructure by either purchasing it or
bypassing it entirely. The linkages between issues of prices, debts, transit, and
13
In 1999, for example, Russia exported a total of 174 bcm of gas, of which 68 bcm were destined
for Germany, Italy, and France. By contrast, CIS countries as a whole only received 43.9 bcm (Liuhto
2002, 48).
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Soviet-era dependencies were evident in the way that price hikes with former
Soviet bloc countries were implemented. Transit countries that were willing to
surrender, or at least share ownership of their pipeline systems with Gazprom,
were given more flexible pricing arrangements than those that did not (Hafner
2012, 4; Monaghan 2007, 282; Stern 2006, 49).

YAMAL-EUROPE PIPELINE
The Soviet Union’s gas export pipeline infrastructure was heavily concentrated in
Ukraine, even though actual gas production had moved eastward during the
1970s and 1980s. In addition to being a key conduit for export flows, Ukraine was
itself a major customer of Russian natural gas. Its economy needed vast quantities of energy but could not afford this energy at market prices. In fact, Ukraine
could not even afford preferential prices, accumulating $2 billion in debt by 1994
(Balmaceda 2007, 25). Throughout the 1990s, Ukraine and Russia were
embroiled in several serious disputes over the price of gas, debt repayment, transit fees, and allegations of theft of gas meant for Western Europe (Stern 2006,
34). The political disputes between the two governments were punctuated by
threats and several temporary interruptions of supply in 1993 and 1994 (C.
Johnson and Derrick 2012, 491; Stern 2006, 35).
In this context of incessant feuding and transit state unreliability, a major
expansion of Russian gas pipeline infrastructure took place. Started in 1994–but
only reaching full capacity in 2006–the Yamal-Europe pipeline, a 2,000 km network of large-diameter pipes capable of transmitting approximately 32 bcm of
natural gas annually, was undertaken (Gazprom n.d.).14 The route of the YamalEurope pipeline was noteworthy because it reached Germany by traversing
Belarus and Poland instead of Ukraine, thereby breaking with the pattern of
Soviet-era export pipelines. This pipeline was not an attempt to cut off Ukraine.
Gazprom emphasized that it was meant as a supplement, not a replacement, to
existing gas flows: “The new export corridor increased flexibility and reliability of
Russian gas supply to Western Europe” (Ibid.).
The Yamal-Europe project, like previous Cold War pipelines, was a collaborative venture emerging from a diverse mix of economic and political interests.
Gazprom actually hoped to reap benefits at both ends of the pipeline. On the
upstream side, the Yamal peninsula, despite its rich reserves, was proving to be a
highly challenging area for gas extraction because of its Arctic climate and inhospitable terrain. Outside capital investment was vital for its development
14

As initially conceived, the project intended to tap new gas fields in the Yamal peninsula and
would have been accompanied by a second project, known as Yamal II.
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(Balmaceda 2006, 19). On the downstream side, Gazprom wanted to play a larger role in the distribution of its gas products in European markets, especially
Germany (Balmaceda 2006, 20; Liuhto 2002). A deal with a new German partner, Wintershall, gave Gazprom 13% of the German wholesale market (Finon and
Locatelli 2008, 435). This suggests that commercial interests, not just a desire to
bypass Ukraine, were informing Gazprom’s primary impulse behind this project
(D. G. Victor and Victor 2006, 151, 164). For Belarus, the pipeline was welcomed
not only because of the opportunity to earn transit revenues, but also because the
country’s Soviet-era gas transmission network was badly in need of outside
investment (Balmaceda 2006, 18). The Polish state-owned energy company
PGNiG also desperately needed the revenues from transit fees (Princova 2002,
52). These diverse political and economic interests finally coalesced in 1993 when
the project was approved by Russia, Belarus, and Poland in a series of intergovernmental agreements, followed by the creation of joint ventures to design, construct and operate the pipeline.15
The Yamal project plan, however, quickly faced economic and political pressures, not the least of which was the low price of oil throughout the 1990s. As a
result, there was no large-scale development of the Yamal peninsula due both to
a lack of investment and cascading costs (Razumkov Centre 2002, 20-21; Smeenk
2010, 160). Rather, the gas for the Yamal-Europe pipeline was rechanneled from
existing production around Nadym-Pur-Taz in the Tyumen region. Second, the
pipeline itself was delayed due to weak government support and lower than
expected gas demand in Poland and Germany (D. G. Victor and Victor 2006, 124125). The first strand of the pipeline became operational in 1999 but did not reach
full capacity for another seven years because of disputes over the financing of
additional compressor stations (Hubert and Ikonnikova 2009, 7). Third, this project did not solve the transit problem, amounting to a modest diversification at
best.16 Ultimately, persistent political disputes with Poland and Belarus over the
ownership of the pipeline exacerbated Russian concerns with transit.17
Although it was often a source of friction between Gazprom and its partners,

15

The German section of the pipeline was the responsibility of Wingas, a joint venture between
Wintershall and Gazprom. In Belarus, Gazprom cooperated with Beltransgaz, the state-owned gas
transportation company. In Poland, EuRoPolGaz S.A’s ownership structure was divided between
Gazprom (48%), PGNiG S.A. (48%), and Gas Trading S.A. (4%).
16
In 2006, when Yamal-Europe was finally running at peak capacity, Ukraine was still handling
80% of Russian gas exports to Europe (Cohen 2006, 3).
17
In the early 2000s, when faced with the choice between building Yamal II across Belarus and
Poland or the tremendously expensive Nord Stream project beneath the Baltic Sea, Gazprom chose
the latter.
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the Yamal-Europe pipeline also demonstrated the continued importance of cooperation among the stakeholders and the persistence of the Cold War model of
pipeline projects. Like its predecessors, this export line largely owed its genesis to
Western financing and technical inputs (Smeenk 2010, 158). Gazprom continued
to utilize Western-sourced large-diameter pipes, which were financed through
loans from export banks in manufacturing countries (Korchemkin 2004, 11). In
addition to foreign pipes, Russia also imported sophisticated machinery and
computer equipment.18 This pattern, whereby promises of long-term Russian gas
deliveries served to mobilize loans, technology, and political support from
Western partners, resembled earlier Cold War pipeline projects, but there were
limitations, too. The relatively modest degree of implementation of the original
Yamal-Europe concept showed that Gazprom was ultimately constrained by what
its European partners were willing to fund.

ENERGY CHARTER TREATY
The collapse of the Soviet Union not only entailed a major reshuffling of the energy relationships between Russia and its former satellite states, it also opened a
window of opportunity for Western Europe to project its own interests and norms
eastward. The primary vehicle for accomplishing this in the 1990s was the Energy
Charter Treaty (ECT). Growing from the European Energy Charter declaration of
1991 aimed at jumpstarting the economic recovery of the region by encouraging
energy cooperation between Europe and the former states of the Soviet Union,
the ECT was a multilateral treaty on energy trade and investment signed in
Lisbon in 1994 by forty-one signatories, including Russia, and entered into force
in 1998. As a legally-binding document, the ECT had a number of broad objectives: protecting foreign investors from host government discrimination or
expropriation; liberalizing the trade in energy products and equipment based on
General Agreement on Tariffs and Trade (GATT) and World Trade Organization
(WTO) rules; guaranteeing the freedom of transit through pipelines and energy
grids; safeguarding the environment by promoting efficient energy use; and
establishing dispute resolution mechanisms for states as well as private companies (Energy Charter Secretariat 2004, 14-16). The ECT not only elaborated new
rules for East-West energy flows, it also attempted to create new institutions to
oversee the process. Western European countries drove this process, imprinting
18
Siemens, for example, provided gas turbines and control equipment for the Yamal-Europe
pipeline’s compressor stations while ABB, a Swiss multinational, constructed the line’s final compressor station as a turnkey project. The Polish section was also equipped with a Supervisory Control
And Data Acquisition (SCADA) system from the French company Alstom and an Alcatel fibre optic
communications system (Hydrocarbons Technology n.d.).
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it with their desire to safeguard investments in Russia’s upstream gas and oil production and their own energy security. At the same time, Russia initially cooperated because it wanted to be protected from politically-motivated embargos of
pipeline equipment or financing as had occurred during the Cold War.19 In fact,
the premise that transfers of Western capital and technology by private investors
would stimulate Eastern European economies, thereby guaranteeing political
stability, was one of the underlying justifications for the ECT (Axelrod 1996, 497498).
Nevertheless, the ECT’s track record was decidedly modest. For example, it had
no discernable impact on the Yamal-Europe pipeline (D. G. Victor and Victor
2006, 165). The ineffectuality of the ECT seemed to have deep structural roots,
not the least of which was that it was never signed by the United States and was
perceived to be a “European baby” (Wilson 2014, 94). The key issue was Russia’s
half-hearted participation in the ECT process. Russia signed the European
Energy Charter declaration in 1991 and the Energy Charter Treaty in 1994 but
never ratified it. The ECT was only provisionally applied throughout the 1990s
and 2000s. Transit was often a major sticking point. Article 7 of the ECT contained ambitious rules on non-discriminatory access to energy transit infrastructure. Russia, finding itself cut off from its Western export markets by the breakup
of the Soviet Union, initially shared an interest in resolving the transit issue
(Axelrod 1996, 498). However, Russia’s position on Article 7 was complicated by
the fact that it was also a transit state for Central Asian gas, a potential competitor in European markets (Harks 2006, 51; Jaffe and Manning 2001, 141-143;
Kandiyoti 2008; Sagers 2007, 659). Also, persistent European efforts to push for
stronger transit rules have since aggravated Russia’s fears of third-party access to
its pipeline systems, further imperiling ratification of the treaty (Belyi 2009, 3;
Kropatcheva 2011, 557-558). Russian critics also complained that the treaty was
unfair because it was negotiated and signed during a period of weakness
(Feklyunina 2012, 460). As a result, instead of relying on the ECT to guarantee
access to third-country pipeline systems, Russia has chosen to reassert control of
ex-Soviet infrastructure by buying it, creating joint ventures, or bypassing it
entirely by building new export pipelines.
Russia’s relationship with the ECT has been complex. Ratification of the treaty
was often a divisive issue at the domestic level, with various interest groups, pri-

19

Article 8 of the ECT stipulates that signatories “shall eliminate existing and create no new
obstacles to the transfer of technology in the field of Energy Materials and Products and related equipment and services.” Article 9 is concerned with non-discriminatory access to foreign capital and
financing. For the full text of the treaty, see Energy Charter Secretariat (2004).
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vate enterprises, and government ministries arrayed for or against the ECT
(Axelrod 1996, 498; Milov, Coburn, and Danchenko 2006, 285; Pominova 2014,
1, 5-7; Raff 2001). In the end, the balance of power ended up favoring anti-ECT
factions. The Russian government officially stopped applying the treaty in 2009,
announced that it would not be ratified, and halted membership dues payments
for the Energy Charter Conference, though it still continued toparticipate in the
Charter process.

ASSESSING RUSSIA-EUROPE ENERGY TRANSACTIONS
A striking instance of continuity in this survey of Soviet and post-Cold War era
pipeline politics was the role of Western capital and technology in creating and
sustaining the Soviet/Russian oil and gas industries. Writing when the ECT still
promised to usher in a new era of energy trade, Andrews-Speed emphasized what
he considered a “convergence” of interests: “The countries of the West are interested in obtaining supplies of petroleum from the eastern countries, preferably
through the participation of their own companies, and the eastern states need
investment and technology from the West to effectively develop their petroleum
resources and require markets into which to sell their petroleum” (1999, 120). On
the contrary, this paper demonstrates that a symbiotic relationship has existed as
far back as the Tsarist period. This is also true of the infrastructure branching
across Eastern and Central Europe, which was originally constructed through
intergovernmental agreements and joint ventures between CMEA countries.20
Pipeline politics between Europe and Russia, despite the frequent use of
metaphors like “war,” “weapons” and “levers,” actually reflect a high level of collaboration and interdependence. Ironically, this paper demonstrates that threats
of an energy weapon are not a recent phenomenon–this kind of discourse has
been around since the 1920s–but the actual application of a Soviet/Russian
energy weapon has been rare.
This is not to say that the energy relationship between Europe and Russia has
been a tranquil one. Politically-motivated interruptions have occurred repeatedly. Ironically, it was not usually Soviet energy being employed as a weapon but
access to Western capital and technology that has caused problems (Seppain
1990, 52). Russia’s reliance on foreign technology and capital, which dates all the
way back to the origins of their petroleum industry, continues to structure EastWest energy collaboration. Guaranteed access to technology and capital played
an important role in justifying the ECT in the 1990s. Technological and financial
inputs were crucial for developing new production areas and export pipelines,
20

For the burdens posed by these joint ventures, see Hoffman (1985, 22-23).
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such as Yamal-Europe, and were also necessary for sustaining existing networks.
Soviet-era energy infrastructure has deteriorated and is based on increasingly
obsolete technologies, a serious long-term issue for the Russian economy (Milov,
Coburn, and Danchenko 2006, 291). As gas and oil production moves to more
challenging environments, access to advanced technology becomes “even more
relevant” (Gilardoni 2008, 4). It was no coincidence that the European Union’s
sanctions against Russia in 2014 included sensitive technologies in the oil sector,
especially deep-water drilling equipment. At the same time, this historical survey
has shown that using technology flows as political leverage has been an unwieldy
weapon at best, as none of the attempts during the Cold War were successful.
Adopting a more expansive view of what constitutes an institution can revolutionize our view of Cold War energy transactions. Intercontinental gas and oil
pipeline projects served as “institutions” between stakeholders.21 Despite the ideological gulf separating the Soviet Union and Western European countries, their
pipeline deals proved to be remarkably stable because they were built on shared
values. Although both sides worried about defection or the distribution of relative
gains–and Germany’s decision to renege on the Druzhba pipeline deal was a sign
that those fears were not unfounded–they shared basic assumptions about how
pipeline agreements were supposed to be made and implemented. These shared
habits and practices were at the root of Cold War energy flows. Thus, European
state-owned energy companies, government officials, and industrial representatives negotiated directly with their Soviet counterparts as ostensible equals. The
resulting daisy chain of bilateral intergovernmental agreements saw the Soviets
pledge to make gas deliveries for a decade or more on the understanding that this
gas would not be re-exported to third markets, along with prices indexed to the
cost of oil. In exchange, European partners provided technology and financing,
which had a positive knock-on effect for their own industries in the form of contracts and manufacturing orders. The resulting intergovernmental agreements
were often characterized as “gas for pipe” deals (Ericson 2009, 30). These energy transactions were highly politicized in that they required diplomatic negotiations, entailed formidable transaction costs, and periodically triggered American
interference, but they were also very consistent–the Soviets never cut off oil or
gas supplies to their European customers (Ahrend and Tompson 2005, 816;
Finon and Locatelli 2008, 432; Harks 2006, 53; Quester 2007, 446; SchmidtFelzmann 2011, 575; D. G. Victor and Victor 2006, 163).
21

Hedley Bull’s definition is useful in this context: “By an institution we do not necessarily imply
an organisation or administrative machinery, but rather a set of habits and practices shaped towards
the realisation of common goals” (2002, 71).
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As institutions, pipeline systems are unique because of their sheer physicality,
a fact that helped them survive the fall of the USSR. Ironically, the main source
of conflict was initially the proliferation of new actors participating in these institutions, especially transit states, rather than a deeper divergence in how they
should be operated. The Yamal-Europe project in the 1990s and the Nord Stream
consortium between Russia and Germany in the late 2000s were modeled on
Cold War-style pipeline deals, demonstrating the persistence of shared ideas on
how to structure East-West energy trade. However, this continuity exists alongside signs of growing institutional divergence. Gazprom’s move into downstream
distribution markets in the 1990s, exemplified by its alliance with Wintershall
during the construction of the Yamal-Europe pipeline, triggered European concerns about energy encirclement (Finon and Locatelli 2008, 429). More fundamentally, the ECT was an ambitious but contentious attempt to rewrite the rules
of energy flows and access rights for pipelines. Meanwhile, the European Union
has launched transformative plans for a Pan-European energy market that Russia
does not agree with (Romanova 2008). EU energy market liberalization began
with directives in 1998, 2003, and accelerated in 2009. Key objectives of EU policies included the unbundling of production, transportation, and trading activities, ensuring third-party access to transportation facilities, and increasing the
use of spot-markets instead of long-term delivery contracts. Even though the
pipelines themselves remain at the core of Europe-Russia energy relations, the
EU’s diversification and liberalization strategies pose a direct challenge to the traditional rules that governed these physical networks. From this perspective,
Russia ceases to look like an energy superpower bent on leveraging its dominance
in the gas and oil sectors to rewrite the rules of regional energy transactions.
Rather, Russia might try to be seen as an intensely conservative player attempting to maintain the pipeline relationships that it forged with Western Europe during the Cold War.

CONCLUSION
A historical analysis of East-West energy transactions since the Cold War reveals
that Russia’s “energy weapon” is a complicated and multifaceted phenomenon.
The intercontinental pipelines that facilitated East-West energy transactions during the Cold War were, in fact, highly collaborative ventures. The construction of
these pipelines required an array of countries to coordinate their unique technological, geographical, financial, and natural resource endowments towards a single goal–long-term energy transactions. Once they were established, these
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multinational pipeline networks also needed to be maintained and regulated on
a day-by-day basis. Calling them weapons, levers, or steel nooses around the neck
of Europe is misleading.22
Changes in the post-Cold War period have transformed the shared habits and
practices at the heart of these energy transmission systems. Among former CMEA
nations and ex-Soviet Republics, the de-integration of their gas and oil markets
spawned serious disputes over the ownership of infrastructure, transit fees, pricing, and the repayments of debts. It was this kind of conflict that spilled over and
affected European customers in the Ukrainian crises of 2006 and 2009. It also
explains Eastern European resistance to the Nord Stream pipeline. Meanwhile,
institutional divergence between Russia and Western Europe took longer to manifest itself but has arguably become amore serious source of conflict. The pipeline
hardware survived the transitional period of the 1990s, but the software of energy transactions between Russia and Western Europe is currently being reprogrammed, a challenging task because neither side agrees on how to institutionalize their new forms of cooperation. The ill-fated South Stream and Nabucco
pipeline projects, Russia’s failure to ratify the ECT, and the EU’s recent antitrust
investigation of Gazpromall fall into this conflict category. However, there are
several hopeful signs for the continuity of bilateral energy transactions. First,
both sides profit from their ongoing relationship, even though they respectively
complain about a lack of energy security or demand policies that encourage
greater security. Second, the mutual dependencies conferred by their historical
energy relationship restrict the maneuverability both sides possess when it comes
to choosing more extreme measures.
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