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ABSTRACT 
The research compares the energy security approaches and strategies of China and the EU 

since the early 2000’s. It examines the nexus between strategies and approaches of the two actors 

and. it seeks to highlight the importance of domestic issues such as energy security governance 

and domestic politics. In addition, it sheds light to the notion of hedging which has become 

recently a buzzword among political scientists. Finally, it takes a critical position towards the 

mainstream dichotomy between strategic and market-based approaches to energy security. 

Despite their structural differences, China and the EU share similarities regarding their 

conceptualization of energy security. Interestingly, both sides have based their perceptions on 

perceived and contested energy security risks. Hence, in the mid-2000’s, the two actors 

securitized energy due to external factors such as the Russia-Ukraine gas crisis and the so-called 

“Malacca Strait dilemma”. Domestic factors however served as a transmission belt and they 

determined the process of how these external challenges shaped their energy security perceptions 

and eventually their strategies. During the last years of the examined period, Beijing and  

Brussels have adopted more comprehensive and sophisticated approach. Their declared 

adherence to market-based principles reflects among others their interest in self-identifying as 

liberal actors. The latter has been a global trend among states. 

Furthermore, it is concluded that their energy security strategies have distinct differences as 

well as certain similarities. For many years, issues such as the “Malacca Dilemma” and the 

European dependence on Russian gas have played an important role to the energy security 

strategies of China and the EU. Again, the two actors have been incorporating strategic and 

market-based policies in their energy security strategies which aim at their domestic markets as 

well as abroad. 
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In order to analyse the energy security perceptions of the two actors, the research assumed 

that China and the EU have been adopting a hedging strategy. While their behaviour has the 

characteristics of hedging, a basic difference between the two actors is that for China hedging is  

a strategic choice while for the EU hedging is a combination of policies adopted by different 

actors. As a result, while it can be accepted that China has been implementing a hedging strategy 

the EU has been merely pursuing a hedging behavior. The distinction between hedging strategy 

and hedging behavior stands as one of the theoretical contributions of this research. 

Finally, the research chooses the Caspian Sea region as a case-study in order to examine the 

energy security strategies of China and the EU. Both actors have been seeking access to the 

Caspian energy resources in order to hedge against their energy insecurities. Their approaches 

however are fundamentally different as China has established a strong foothold in the region 

adopting mainly mercantilistic tactics while the EU has been facing important hardships as a 

result of domestic setbacks which limit the effectiveness of its resource diplomacy as well as due 

to political incompatibility with the Caspian states. 

Using the Regional Security Complex Theory as a conceptual starting point, the research 

approaches the Caspian Sea region as an energy security complex where China and the EU have 

been also integrated. The research analyses the energy security strategies of China and the EU 

within the Caspian complex applying the theoretical framework of neoclassical realism. This 

theoretical novelty can be evaluated as successful and as a result, the research has established an 

alternative theoretical approach to regional security complexes. 
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1. Introduction-Background 
 
Nowadays, energy security holds a prominent role in international relations. As the European 

Union (EU) and China are major actors of the world economy and politics, their energy security 

perceptions and strategies determine their energy security relations, which is an area of profound 

interest for scholars and policymakers. As a result, this research seeks to examine the energy 

security strategies of China and the EU. 

The first chapter of the submitted PhD thesis will provide a detailed analysis of the scope and 

the novelty of this research. Towards this end it will focus on its theoretical contribution as well 

as its role in providing new insights in the field of energy security studies. Next, it will offer an 

overview of basic concepts in the research such as energy security, energy hedging and energy 

security complexes 

1.1. Scope of the Research 
 
The purpose of the research is to examine the energy security approaches and strategies of 

China and the EU using the Caspian Sea region as a case study. The basic theoretical 

contribution of the research is that it will shed light on the notion of energy hedging and it will 

set a concrete framework that will help scholars to further conceptualize the specific notion. 

Moreover, as the majority of scholars have categorized energy security strategy of China as 

strategic-based and the EU energy security strategy as market-based, it will challenge this 

dichotomy and it will make a case that the two actors have opted out for a more complex 

balanced standpoint that combines elements from both approaches. Towards this end, it will pick 

up the Caspian Sea region as case study and it will approach it as an energy security complex 

using neoclassical realism as a theoretical framework. This will be the third theoretical novelty 

of the research.  
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The most important theoretical contribution of the research is that it will examine the concept 

of energy hedging a recent buzzword in the field of international relations (IR) which Kuik 

defines as “a behaviour in which a country seeks to offset risks by pursuing multiple policy 

options that are intended to produce mutually counteracting effects under the situation of high 

uncertainties and high-stakes. IR scholars and more recently researchers with an interest in 

energy security studies have been paying much attention to the concept of hedging. Until now 

however, the existing research has deemed energy hedging exclusively as strategic decision 

taken from states which act as unitary and coherent foreign policy actors. In addition, the 

research on energy hedging strategies is still limited with Tunsjø being one of the most important 

figures in the field of energy hedging, recognizing the need to further develop the concept of 

hedging in energy security in order to maximize its conceptual and operational utility1. 

While an increasing number of political scientists have been using the notion of hedging as 

an analytical tool attributing the concurrent implementation of balancing and bandwagoning 

from states to their hedging strategy, the research will claim that not all cases of such behaviour 

can be considered as hedging. In particular it will distinguish between energy hedging strategy 

and energy hedging behaviour accepting that while a state can hedge against energy security 

risks under certain circumstances this does not necessarily constitute and energy hedging strategy. 

Therefore it will offer a theoretical and empirical framework that will help political scientists 

distinguish hedging strategy from state behaviour that has the characteristics and partially the 

effects of hedging yet they do not constitute hedging strategy. As a result it will introduce the 

notion of hedging behaviour and it will differentiate it from hedging strategy based on criteria 

that refer to motivations of the acting state as well as to the design and the implementation of 

                                                           
1 Øystein Tunsjø, Security and Profit in China's Energy Policy, Hedging Against Risk (New York: 
Columbia University Press, 2013), 19-37. 
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hedging. This will bring added value to political scientists as well as to policy makers because it 

will offer a solid theoretical and empirical framework for the concept of hedging approaching it 

not from the angle of implementation or else behaviour as in the case of Tunsjø and Kuik. 

In order to distinguish between energy security strategy and other forms of energy hedging, 

which the research will identify as energy hedging behaviour, it is important to use a case study 

that will highlight this difference. Towards this end, the research will examine China and the EU 

that despite their differences appear as very promising examples for our attempted theoretical 

contribution. In particular, China and the EU share certain characteristics and have distinct 

similarities that constitute them an interesting comparative case study that can prove the 

difference between energy hedging strategy and energy hedging behaviour.  For both actors their 

security of energy supply risks stem from the actions of a major energy power which is the US 

and Russia respectively. While they approach energy security from different starting points they 

both have reasons to attempt to balance against energy security risks and at the same time adopt 

a bandwagoning approach towards the major sources of energy security risk.  

On the other hand though, the energy policy governance mechanisms of China and the EU 

are fundamentally different with the EU being a supranational actor that consists of a set of 

liberal and democratic countries while China is a sovereign country whose energy policy 

mechanism is bases on the Chinese Communist Party and the effectiveness of an authoritarian 

regime. This differentiation is present in almost all facets of the policy making process of the two 

actors and as a result Beijing is often identified as proceeding based on strategic plans including 

the famous 5-Year Plans despite different approaches and interests among a diverse set of actors 

that includes Ministries the Party, State Owned Enterprises, and NGOs. On the other hand, the 

EU is infamous for lack of coherence and effectiveness in its policymaking mechanism due to 
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the diverse interests and approaches of the EU Member States2. As a result, the tendency of 

China to operate under a strategic framework and the EU weakness to design and implement a 

strategy that will be followed by all its members and institutions can be the distinctive difference 

that ceteris paribus will lead to the distinction of energy hedging strategy and energy security 

behaviour. 

Studying the energy security strategies of China and the EU within the context of hedging 

will offer the opportunity to broaden the conceptual dynamics of the notion of hedging. Using 

the existing literature as starting point the research will go one step further from analysing the 

hedging characteristics and the engaged actors from China and the EU. In particular, it will 

examine whether the energy hedging from China and the EU can be considered as hedging 

strategy or whether they are the outcome of other processes such as the compromise in a 

domestic political bargain or behaviours, which have been adopted accidentally. Hence, the 

research will suggest that under certain conditions an actors’ behaviour fall within the category 

of hedging without being strategy.  

 In line with the basic argument of the thesis that states tend to approach a combination of 

energy hedging policies that can lead to a hedging behaviour albeit in some cases this is not a 

strategy, the thesis will also highlight that contrary to the mainstream approach that dichotomizes 

actors between merely strategic-based and purely market-based states usually adopt a 

combination of strategic and market-based approaches based on structural parameters as well as 

domestic factors. While this conclusion might complicate our understanding of energy security it 

is a useful analytical step as it will bring our conceptualization of energy security closer to reality. 

                                                           
2 Daniel C. Thomas, “Still Punching Below its Weight? Coherence and Effectiveness in European Union 
Foreign Policy,” JCMS: Journal of Common Market Studies 50, 3 (2012): 457-474. 
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Energy hedging is a process with its basis at the energy security perceptions while the 

foundation of its implementation is found at the design and the implementation of energy 

security strategy. Therefore, in order to understand the notion of energy hedging, identify its 

components, and determine the conditions under which energy hedging takes the form of 

strategy we need to visit the concepts of energy security approaches and energy security 

strategies as well as to examine the link between them. In particular, the thesis will examine the 

casual relationship between the energy security approaches and energy security strategies. In this 

context and contrary to the commonly accepted approach that dichotomizes energy security into 

two categories, and identifies China and the EU as a strategic and market-based energy security 

actors, the research will argue that things are not black or white; although the energy security 

approaches of Beijing and Brussels are dominated by strategic and market-based approaches 

respectively, in reality they encompass principles from both approaches.  

As a result, when the two actors hedge against energy security risks they employ a 

combination of strategy and market approaches which has its starting point at their 

conceptualization of energy security and through a transmission belt that includes domestic as 

well as structural factors. This combination is not something static that should be deemed as a 

constant but rather a dynamic process shaped by multiple materialistic, psychological, and 

normative factors. Therefore, the dissertation seeks to understand the process of energy security 

approach formation for China and the EU identifying commonalities as well as differences 

between the two actors. 

This leads us to the second goal of the dissertation, which is to compare the energy security 

policies and strategies between China and the EU. The purpose of this comparison is two-fold as 

it seeks not only to identify the existing differences between the two actors but it will also 
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determine how different combinations on strategic and market-based approaches on energy 

security have led Brussels and Beijing shape their energy security policies and strategies. In 

parallel, it will examine whether a possible convergence on energy security approaches leads to a 

subsequent convergence on the adopted policies and strategies. This is of particular interest as it 

can reveal a transmission belt between energy security approaches and energy security policies 

and strategies. 

Finally, with respect to its theoretical framework, the research will attempt a theoretical 

novelty as it will opt for neoclassical realism as a theoretical framework for the examination of 

the Caspian energy security complex. Contrary to the mainstream approach of neoclassical 

realism of most political scientists which approach energy security complexes with the assistance 

of constructivism the thesis will use neoclassical realism due to its focus on energy hedging and 

to the differentiation of strategic and market based approaches. As the major theoretical 

contribution of the research is to explore the notion of energy hedging and then to offer insights 

about how states employ a combination of strategic and market based approaches it is important 

use a theoretical framework that will depict the domestic dimension of energy security 

approaches and strategies. At the same time the theoretical framework of the research should 

take into consideration the structural, positivist, and materialistic dimension of energy without 

neglecting. Towards this end, neoclassical realism combines theoretical aspects of realism and 

constructivism appears as a promising theoretical experiment which if successful can offer an 

alternative theoretical framework for the study of energy security complexes and more broadly 

of regional security complexes.   
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1.2. The Concept of Energy Security 
 
In order to understand the notion of energy security it is important not only to study the basic 

components of energy security but also to examine the nexus between energy and security. 

According to the traditional definition, energy security is the uninterrupted availability of energy 

sources at affordable price3. This definition, without being wrong, excludes the complexity of 

international relations while it is somewhat vague as affordability of energy prices remains a 

largely subjective issue. In his paper, “Energy  Security  as  multidimensional  Concept”  Florian  

Bauman (2008) recognizes four dimensions of energy security: 

1. Energy security as part of domestic policy of a country which establishes its energy 

strategy. 

2. The economic dimension of energy security, which deals with the interaction between 

energy, markets, countries and related institutions. 

3. The geopolitical dimension of energy security, which refers to the competition for energy 

resources among countries. 

4. Energy security as a security issue, with regard to threats posed by states and non-state 

actors to energy transportation4 

Traditionally, access to energy resources has been intrinsic to the survival of a state as it is 

vital to ensure military might, economic development and social stability. Securing access to 

energy resources is hardly a new concern as it has been a recurrent issue in world politics after 

the turn of the 20th century. Prior to the outbreak of WWI, Winston Churchill, then the First 

Lord of the Admiralty took a bold decision to convert the Royal Navy from a fleet that was 

                                                           
3 Daniel Yergin, “Ensuring Energy Security-Old Questions, New Answers,” Foreign Affairs 85, 2 (2006): 
69-70. 
4 Florian Bauman, “Energy Security as a Multidimensional Concept,” Center for Applied Policy Research 
no. 1 (March 2008): 4-9. 
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running locally extracted coal to one that would rely to oil that would be imported from what 

was then Persia. This decision had important implications as the Royal Navy would become 

faster than its German counterpart yet dependent on energy imports, with Churchill arguing that 

“safety and certainty in oil lie in variety and variety alone”5. More importantly, it departed from 

the idea that energy  independence  was  a  security  maximizer  suggesting  that  energy  imports  

over  could improve the security situation for a state. 

In the post WWII period and until the late 20th century, securing stable flow of oil became an 

issue of vital importance not only for armies but also for industrialized economies as well as for 

developing countries, which became heavily dependent on oil exports revenues. The two oil 

shocks in the 1970s however underscored the vulnerability of the global energy system and 

paved the way for the emergence of oil as a weapon to be used as means as well as ends to a 

grand strategy. Therefore, securing flow of oil to the so-called “free world” became the goal of a 

grand strategy that encompassed military as well as diplomatic methods and it was based on 

three pillars: 

1. The US military supremacy that ensured free flow of oil and the protection of sea lanes of 

communication as depicted by the Carter doctrine. 

2. The primacy and the deregulation of global energy markets. 
 
3. The prominent role of multilateral institutions and especially of International Energy 

Agency (IEA) in global energy governance6. 

After a period of relative stability in the 1980s, energy has re-emerged as a hot issue and this 

time in a more complex outlook. Apart from secure supply of oil, gas flows have become 
                                                           
5 Daniel Yergin, “Ensuring Energy Security-Old Questions, New Answers,” Foreign Affairs 85, 2 (2006): 
69-70. 
6 Aleh Cherp and Jessica Jewell, “The three perspectives on energy security: intellectual history, 
disciplinary roots and the potential for integration,” Current Opinion in Environmental Sustainability 3 
(2011): 1–2. 
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increasingly important. Furthermore, price volatility generated instability to energy exporters and 

producing states, climate change has been on the top of the agenda of political leaders while the 

resilience and physical security of energy systems has drew a lot of attention, following the 

Fukushima accident. In parallel, the rise of developing states intensified competition over access 

to energy resources amidst concerns for resource conflicts among states. All in all, during the last 

three decades energy security has called for a more multidisciplinary approach that will address 

weaknesses and future challenges that fall within the realm of geopolitics, economics, ecology, 

and technology. 

Trying to understand how energy and security converge into one term, it is important to visit 

the concept of security and security studies and to examine how energy becomes an attribute of 

security. For a number of scholars, security is an “essentially contested concept” as there cannot 

be any one-size-fits-all definition. Among a wide number of definitions on security we can use 

Wolfers’ definition as a starting point whereby security is “the absence of threats to acquired 

values”. Baldwin (1997) recognizes some degree of ambiguity in the phrase “absence of threats” 

and he paraphrased Wolfers’ definition to “low possibility of damage to acquired values”7. 

This absence of threat can be found at the heart of the notion of energy security regardless of 

how the latter is perceived. By all and large, energy security can be an object as well as the 

subject of a threat to acquired values. According to Johansson (2013), energy security can serve 

as a subject but also as an object of security threats to human health, economic life, public safety 

and political stability. In particular, energy system can be exposed to threats that can undermine 

either the safety of energy supply or the stability of oil demand. An energy system becomes the 

object of security when it comes to safety of energy infrastructure, resource availability, and 

stability of energy demand. On the other hand, energy can pose threats to states and individuals 
                                                           
7 David A. Baldwin, “The Concept of Security,” Review of International Studies 23 no. 1 (1997): 12-13. 
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when states compete for access to energy resources, in cases of energy-related accidents (e.g. 

Fukushima crisis) or when climate change becomes a priority8. 

Examining the role of energy as a subject and as an object of security we need to approach it 

based on the specifications on security provided by Baldwin9: 

A. Security for whom? 

Traditional conceptions of security deem states as the most important agents of security, 

adopting a standpoint with conceptual proximity to political realism. Following the end of the 

Cold War, however, this approach came under increasing contestation with analysts calling for 

more attention to individuals and security threats against them. Against this backdrop, the concept 

of human security emerged as a counterbalance to traditional notions of security. The 1994 UNDP 

Report stated that “human security can be said to have two main aspects. It means, first, safety 

for such chronic threats as hunger, disease, and repression. And second, it means protection 

from sudden and hurtful disruptions in the patterns of daily life—whether in homes, in jobs or in 

communities”. According to Prof. Professor Jorge Nef, the basic components of human security 

are: (1) environmental, personal, and physical security, (2) economic security, (3) social security 

(4) political security, and (5) cultural security10. 

Similarly, energy security can refer both to states and individuals. Energy is a vital element 

for a country’s military forces, industrial production and consequently economic life. 

Consequently, ensuring energy security is considered an issue of national interest falling within 

the political, economic and security agenda of governments. Political leaderships draft national 

energy strategies, establish energy trades with other countries in order to pursue the so-called 

                                                           
8 Bengt Johansson, “A broadened typology on energy and security,” Energy 53 (2013): 200-203. 
9 David A. Baldwin, “The Concept of Security,” Review of International Studies 23 no. 1 (1997): 13-17. 
10 Roland Paris, “Human security: Paradigm shift or hot air?,” International security 26 no. 2 (2001): 89- 
92. 
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energy interests of their countries. On the other hand, access to energy is a prerequisite for 

individuals’ well-being. Ensuring that individuals enjoy economic security and that they are 

protected from chronic threats such as poverty and hunger goes hand in hand with access to 

adequate energy resources at affordable price. 

B. Security for which values? 

States, individuals, and various social groups maintain values such as physical safety, ethical 

integrity, and economic well-being, while political independence and territorial integrity are the 

core values under the scope of national security. When it comes to energy security, what needs to 

be secured can be put in a nutshell within the notion of “vital energy system” as introduced by 

the 2012 Global Energy Assessment. According to the authors, vital energy systems have two 

distinct characteristics. First, they are of vital importance as they support critical functions of a 

modern society covering all aspects of economic, social, and security life. Second, they bring 

together a series of elements, including natural resources, infrastructure, individuals, and 

institutions. It needs to be stressed that an energy system can refer to a specific region that covers 

a country as well as an area larger or even smaller than a country11. On the other hand, it might 

as well refer to specific sectors either depending on the type of energy resource (e.g. oil, gas) or 

on some other technical or economic characteristic (e.g. industrial energy market). 

Breaking down the concept of energy security we find a certain set of core values, which 

need to be ensured in order to maintain high-energy security standards. The Asia Pacific Energy 

Research Center has identified 4 core values, which are availability, accessibility, acceptability, 

and affordability also known as the 4As. Availability of energy resources is intrinsically 

connected with the exhaustibility, which is a distinctive characteristic of fossil fuels. 

                                                           
11 Guy C.K. Leung et al., “Securitization of energy supply chains in China,” Applied Energy 123, no. 6 
(2014): 317-318. 
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Accessibility, in turn, refers to a series of challenges that my impede access to energy resources 

that may vary from geopolitical issues to technological constraints. Acceptability on the other 

hand underscores the concerns on the environmental degradation, which is brought by fossil 

fuels as well as the merits of green energy. During the last years acceptability has gaining 

attention among scholars, policymakers, and grassroots movements, which deem acceptability of 

energy as an increasingly important externality. Finally, affordability of energy refers to 

unsustainably high or low energy prices as well as abrupt energy fluctuations12. One needs to 

keep in mind that energy security refers not only to energy importers but also to energy exporting 

countries whose budgets are largely dependent on energy export revenues. Furthermore, pricing 

characteristics vary fundamentally among various energy markets. 

C.  From what values? 

Threats towards values acquired by states, groups or individuals can vary in their form, 

intensity, and their origin. Similarly, any action that might, intentionally or unintentionally, 

undermine the function of an energy system is considered to be a threat towards energy security. 

Such threats might target any components of an energy system and they can take various forms 

such as energy supply flow disruptions, price volatility, and threats to technical infrastructure. 

Cherp and Jewell (2011) identify three categories of energy security threats: 

1. Those that stem from intentional actions by foreign actors, which are usually related to  

oil supply either for military or peaceful use. Such kind of problems constitute the so-called 

“sovereignty perspective” whose discourse largely lies among strategic security studies, 

international relations and more generally political science. 

2. Problems which undermine the smooth functioning of energy systems due to predictable 

                                                           
12 Asia Pacific Energy Research Centre, “A Quest for Energy Security in the 21st Century,” Tokyo: Asia 
Pacific Energy Research Centre, 2007, 7-41. 
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technical and natural risk. These threats constitute the second perspective of energy security 

threats labelled as “robustness perspective” and their theoretical roots can be traced to 

engineering and natural science. 

The remaining group of threats form the “resilience perspective” referring to practical and 

usually unpredictable challenges such as regulatory changes, economic shocks, political 

instabilities, and climate change13. 

D. By what means? 

In Wolfers’ classic essay on security ““National Security” as an Ambiguous Symbol” the 

author argues that there is no uniform approach on security because states find themselves facing 

different degrees of danger, they perceive their security status differently, and consequently they 

have different security endgames. Consequently, Wolfers underscores the variety of policies 

implemented by states in order to achieve the desired levels of security. Coercive power is not 

considered to be a panacea and state leaders have to choose between different tools such as 

armaments, alliances, and non-military means14. 

Similarly, different countries approach the issue of security of energy supply from a   

different angle based on a number of factors such as energy perceptions among its’ leaders as 

described above, the economic, military and political capabilities of the state, the domestic 

energy landscape as well as the surrounding environment. For some states security of energy 

supply means the reduction of vulnerability to political extortion such as the U.S. or the EU with 

respect to its energy relationship with Russia. Other states such as China have traditionally paid 

considerable attention to energy  supply  disruptions,  which   might  be  the  result   of     naval 

                                                           
13 Aleh Cherp and Jessica Jewell, “The three perspectives on energy security: intellectual history, 
disciplinary roots and the potential for integration,” Current Opinion in Environmental Sustainability 3 
(2011): 4-6. 
14 Arnold Wolfers, “"National Security" as an Ambiguous Symbol,” Political Science Quarterly 67 no. 4 
(1952): 487-493. 
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transportation blockades. For other states priority is given to the protection of the economy 

against disruptions of energy supplies through the free flow of energy prices15. Furthermore, in 

most cases political elites and state institutions are the primary agents of national energy 

security. Apart from national policies however, international energy companies, multilateral and 

regional organizations can also play a detrimental role as well. 

For many countries energy security is equal to security of energy supply and they design and 

pursue what is called resource diplomacy. According to Zweig, the latter is defined as 

“diplomatic activity designed to enhance a nation’s access to resources and its energy security”. 

He also adds that “resource security has three components: (1) insuring a stable supply of 

energy and resources; (2) keeping resource supplies at acceptable prices; and (3) being able to 

transfer those  resources  to  fixed  locations,  not  necessarily  to  the  home  country,  where  

they  3  are processed or consumed” 16. Furthermore, resource diplomacy from a strategic 

perspective includes military alliances and build-ups in order to protect energy transportation, the 

construction of pipeline networks and other related infrastructure on behalf of the government as 

well as bilateral and multilateral agreements that promote energy security. The later can take the 

form of production sharing agreements, oil for loans, joint development contracts, and equity oil 

acquisitions. Apart from upstream activities, states ensure energy security through investments in 

downstream activities and energy transportation as well. Furthermore, state-led initiatives can be 

pursued via private entities such as energy corporations which might strengthen energy security 

for one country. On the other hand, states can focus on the demand side in order to maintain 

higher levels of energy security with the same amount of energy supply. Until recently, the 

                                                           
15 Christian Winzer, “Conceptualizing energy Security,” Energy Policy 46 (2012): 36. 
16 David Zweig, “‘Resource Diplomacy’ Under Hegemony: Foreign Policy ‘Triangularism’ and Sino- 
American Energy Competition in the 21st Century?,” Center on China’s Transnational Relations, 
Working Paper No. 18, Hong Kong: The Hong Kong University of Science and Technology, 2010, 2-3. 
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specific approach was not the dominant yet the occurring climate change, oil price drops and 

technological advancements have made it particularly popular in recent years. Instead of seeking 

to increase energy supply states attempt to manage energy demand through higher levels of 

energy efficiency and energy conservation. Again, state has a leading role here by introducing 

respective legal frameworks and implementing policy initiatives which tackle with energy 

security challenges from the demand side. In parallel, other entities such as corporations, NGOs, 

consumers’ associations can also contribute to the specific goal through technology 

developments, investments in related infrastructure, and campaigns for improving energy 

efficiency. 

E. How Much Energy Security 

The common denominator among most researchers on security is that absolute security is a 

chimaera while Paul D. William suggests that, with security, the real question is “what level of 

threat is an actor willing to tolerate before taking action against it”17. According to Busan, this 

stems from the contested nature of security as a concept arguing that determining how much 

security is enough leads to complicated and objectively unanswerable questions. This complexity, 

in turn, can be traced to the subjective characteristics of security18. How much security is desired 

by one actor varies based on a number of factors some of which are objective, such as the 

surrounding environment while others are more subjective and even socially constructed. 

Against this backdrop, it is commonplace that there cannot be absolute energy security with 

the International Energy Agency (IEA) noting at the World Energy Outlook 2007 that no energy 

                                                           
17 Paul D. William, Security Studies: An Introduction, 2nd ed.  (Oxon: Routledge, 2008), 9-10. 
18 David A. Baldwin, “The Concept of Security,” Review of International Studies 23 no. 1 (1997): 14-15 
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system can be entirely secure both in the short-term and in the longer-term19. How much energy 

security is desired depends largely by a number of objective as well as subjective factors. For 

one thing, a state seeks to ensure that its economic production, the daily life of its citizens, its 

military capabilities, etc will not be tampered by energy related impediments. This however can 

vary based on the surrounding environment, political and security conditions. For one thing, 

different levels of energy security will be sought during peacetime and wartime periods. 

Furthermore, the optimum level of energy security can be a social construction. Leung et al. 

(2014) suggest that apart from objectively determined energy system vulnerabilities and 

characteristics of energy systems, historic memories, social functions as well as risk  perceptions 

can determine how an actor conceives energy security, the policies that he will implement, and 

how will he define the optimum level of energy security20. 

F. At what cost? 

After dismissing the notion of absolute security, scholars highlight that security does not 

come at zero cost, with Baldwin reminding that “there ain’t no such thing as a free lunch”21. 

States need to prioritize their goals and determine how they will allocate their resources towards 

this end, as the later are exhaustible. For one thing this is closely connected to the issue of 

resource allocation that lies at the core of international relations under the dilemma of who gets 

what. 

Energy security as a concept underscores the need to set priorities regarding the goals that 

need to be pursued as well as the respective cost. Security of physical energy supply might come 

at the cost of the environmental dimension of energy security as it might lead to increased 
                                                           
19 International Energy Agency, “World Energy Outlook 2007 China and India Insights,” Paris: 
International Energy Agency (2007), 160-161. 
20 Guy C.K. Leung et al., “Securitization of energy supply chains in China,” Applied energy 123 no. 6 
(2014): 323. 
21 David A. Baldwin, “The Concept of Security,” Review of International Studies 23 no. 1 (1997): 16. 
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consumption of fossil fuels such as coal that might be in abundance. Alternatively, security of 

physical energy supply or environmental concerns might entail significant compromises with 

respect to the issue of affordable pricing, which is a basic component of energy security as well. 

Opting green energy over coal or constructing pipeline networks might in turn entail energy 

security merits yet at a significant financial cost. 

What is more, the pursuit of energy security often comes at the expense of peaceful 

international relations. The exhaustibility of energy resources in tandem with population growth 

and economic development has led countries to compete over access to energy resources paving 

the way to transnational stand-offs that often take the form of territorial disputes as well. 

Similarly, the quest for energy resources can bring economic, political or even security 

repercussions either to energy importers or to energy suppliers. Ullman (1983) identifies two 

versions of security threats stemming from energy resources, those which stem from increasing 

world-wide demand and those that rise from the supply side22. The OPEC embargoes, instability 

in South China Sea, and intrastate conflicts in resource rich countries such as Sudan and Nigeria 

stand as prominent examples of security threat that which can be intertwined with energy 

security. 

 

1.3. Strategies towards Security of Energy Supply 
 
Despite the emergence of new energy security related challenges such as air pollution and oil 

price volatility, ensuring access to energy resources remains a high priority among the political 

leaderships of many countries. Towards this end, a wide spectrum of strategies can be applied, 

with diversity of energy resources being considered as particularly advantageous. All in all, an 

effective energy security strategy has to mitigate risks that threaten security of energy supply. 
                                                           
22 Richard H. Ullman, “Redefining Security,” International Security 8 no. 1 (1983): 139-147. 
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Within this framework, diversification serves as a useful policy tool offering a comprehensive 

approach on energy security and combining elements from different approaches. 

As it is the case with energy security, supply of energy security has been a buzzword and a 

subject to various interpretations. According to Bohi et al. (1996), supply of energy security has 

a different meaning from a political and an economic point of view. In particular, politicians treat 

energy security and supply of energy security as almost identical while for economists energy 

security refers to the “the loss of welfare that may occur as the result of a change in price or 

availability of energy”23. For Hoogeveen and  Perlot (2007), security of supply refers to access to 

as well as availability of energy resources at all times. The authors identify three categories of 

energy supply disruptions, relative (e.g. a mismatch in supply and demand of energy), partial and 

absolute24. 

Among the wide selection of definitions the common denominator among scholars is that 

security of energy supply is connected to risks. Given how extensive is the notion of energy 

security and consequently security of energy supply, we can narrow down the two concepts and 

consider them as intertwined to risk management vis-à-vis energy supply disruptions. Instead of 

adopting an all-encompassing approach on energy security Lesbirel (2004) emphasizes the notion 

of  energy  security  as  insurance  against  risks,  stressing  the  importance  of  protecting energy 

systems against energy import disruptions25. 

There is a wide variety risks that may result in energy supply disruptions and they can be 

distinguished between three large and loosely connected categories. First, performance failures of 
                                                           
23 Jeroen de Joode et al., Energy Policies and Risks on Energy Markets. A cost-benefit analysis (The 
Hague: CPB Netherlands Bureau for Economic Policy Analysis, 2004), 17. 
24 Femke Hoogeveen and Wilbur Perlot, “The EU’s Policies of Security of Energy Supply Towards the 
Middle East and Caspian Region: Major Power Politics?,” Perspectives on Global Development and 
Technology 6 no. 1 (2007): 486. 
25 S. Hayden Lesbirel, “Diversification and Energy Security Risks: The Japanese Case,” Japanese Journal 
of Political Science 5 no. 1 (2004): 8-9. 
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energy-related infrastructure fall within the category of endogenous technical risks which can 

have be traced either to technical issues or to human errors. The second category is labelled as 

human risks sources encompassing risks such as demand fluctuations, infrastructure 

underinvestment, physical security challenges (e.g. piracy, terrorism), and geopolitical risks (e.g. 

territorial disputes). The common issue here is that all those risks stem from intentional human 

behaviour. Finally, security of supply might be hindered by natural risk sources including natural 

disasters and the depletion of natural resources26. 

The impact of the above mentioned risks on security of supply vary as it might bring relative 

shortages  (e.g.  in  the  case  of  mismatch  in  supply  and  demand),  partial  or  even  complete 

disruptions27. Furthermore, we can add a number of filters that will categorize energy security 

risks, based on the speed of the impact (i.e. constant scarcity, slow stresses, fast shocks), the 

spread of the impact (i.e. local level, national level, global level), the singularity of the impacts 

(i.e. unique, infrequent, frequent)28. The conceptual dimensions of threats to security of energy 

supply are non-exhaustible and they are should not be studied in isolation as they are actually 

interdependent. 

With respect to energy importing states there has been an evolution of strategies adopted 

throughout history. According to Konoplyanik (2004), the first period of energy security in the 

modern era started at the beginning of the 20th century and during this period oil importing 

countries ensured security of energy supply through a concession system which, in its’ traditional 

form, entailed the flow of energy resources from colonies to the metropolitan states under 

privileged terms. Two milestone events in this period are the 1901 D’Arcy concession under 

                                                           
26 Christian Winzer, “Conceptualizing energy Security,” Energy Policy 46 (2012): 37. 
27 Martin Scheepers et al., “EU Standards for Energy Security of Supply,” The Hague, Energy Research 
Centre of the Netherlands, ECN-C--06-039/CIEP, June 2006, 19. 
28 Christian Winzer, “Conceptualizing energy Security,” Energy Policy 46 (2012): 38-39. 
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which Mozaffar ad-Din Shah Qajar, the fifth Qajar king of Persia, granted to Churchill exclusive 

rights to develop and exploit natural gas and petroleum in Persia for a term of sixty years and the 

decision of Churchill to modernize the British navy. Later, in 1948 Venezuela introduced profit 

tax in to the mechanism of payments marking the emergence of the modernized concession 

system. The latter was based on more balanced energy ties between the two sides based on the 

establishment of national energy companies in resource-rich countries, production sharing 

agreements. Gradually, the leverage of host countries grew stronger leading to the establishment 

of OPEC and the two oil shocks of the 1970s29. 

Following the two oil shocks, the global energy markets experienced a period of relative 

stability that was later succeeded by the demise of the communist bloc and a wave of economic 

liberalization which in tandem with new liberal institutions spread across energy markets. As a 

result, two major poles were established suggesting different strategies on how to best achieve 

security of energy supply. At the two extremes of this wide spectrum of strategies we find 

strategic-based and market-based approaches on energy security. Strategic-based approaches 

adopt a zero sum game approach on energy security dividing the world into countries, regions, 

and spheres of influence. Under the specific narrative, energy security falls usually within the 

scope of national security while international anarchy and conflicting interests do not leave much 

room for cooperation. The strategic-based approach stresses the need for independence from 

energy imports emphasizing on the  importance  for the  adequate  and  secure supply of oil30. 

Institutions and energy markets can play an important role, yet primacy is given to the role of 

                                                           
29 Andrei Konoplyanik, “Energy Security and the Development of International Energy Markets,” in 
Energy Security Managing Risk in a Dynamic Legal and Regulatory Environment ed. Barry Barton et al. 
(Oxford New York: Oxford University Press, 2004), 67-75. 
30 Aad  Correlje´ and Coby  van  der      Linde, “Energy supply security and geopolitics: A European 
perspective,” Energy Policy 34 (2006): 536. 
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state as well as to the establishment of bilateral energy partnerships. 

For those who subscribe to the specific approach on energy security, energy security relations 

have the potential to evolve into a power game were energy resources are deemed as means to 

maximize state’s international power. Underpinned by a combination of economic and security 

motives states use a wide variety of tools that range from threats, to promises and from offering 

benefits to inflicting damages in order to meet their energy security goals31.  

At the other extreme of this axis we will find market-based approaches, which can be better 

explained by liberal institutionalism and liberal economics. This specific approach has been 

constructed under the premise of continuous global interdependence and energy markets 

integration and empowerment. Furthermore, a basic assumption is that absolute energy 

independence is impossible if not dangerous. Inspired by the values of liberalism, market-based 

approaches recognize multiple actors in energy security while they ascribe a primary role to 

global energy markets and institutions. International oil companies play an incremental role in 

global energy governance together with regional and global institutions such as the World Trade 

Organization (WTO), and the IEA. Market-based approaches do not deem security of energy 

supply as a zero-sum game, highlighting the importance of cooperation in energy security32. 

Based on the premises of international trade, energy trade can bring all states to a Pareto front 

ensuring energy security for all states. Instead of entering into a ceaseless competition, states 

should better integrate their energy grid, foster energy trade relations and joint forces against 

energy supply disruption threats. 

Černoch and Jirušek (2014) have developed the following table that provides a 

comprehensive overview of the energy security from a strategic and a market-based 
                                                           
31 G. O. Gutman, “Resources Diplomacy,” The Australian Quarterly 47 no. 1 (1975): 37-48. 
32 Aad Correlje´ and Coby van der Linde, “Energy supply security and geopolitics: A European 
perspective,”  Energy Policy  34 (2006): 537. 
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perspective33 

Table 1.1: Approaches to Energy Security 
 

Issues The Strategic 
Approach 

The Market-
Based Approach 

Theoretical Basis The Realist tradition in 
IR, classic geopolitics 

The Liberal tradition in 
IR, neoclassical and neo- 
institutional economics 

General approach to energy 
policy in international relations 

The need for 
independence from external 
supplies of energy 

Energy independence is 
impossible- attempts to 
achieve it disrupt inter-state 
relations. 

Management of energy 
resources 

Resource nationalism 
derived from resource 
scarcity 

Market ensures efficient 
allocation 

Role of energy policy in 
international relations 

Used to influence 
international relations 

Politicization of energy 
affairs leads to poor 
allocation and a less effective 
system. 

Definition of energy 
policy 

Focus on securing 
adequate and secure supply, 
especially for oil and natural 
gas. 

Complex view, looking at 
all resources, and looking at 
the functioning and influence 
of markets, and infrastructure. 

Nature of international 
relations and distribution of 
resources 

Zero-sum game, focus on 
relative gains 

Non-zero-sum game, 
focus on absolute gains 

Regime of international 
relations 

International are relations 
founded on bilateral relations 

Cooperation with 
international organizations, 
multilateral relations 

Positioning of actors in the 
international system 

States as the main and 
only relevant actors 

Multiple influential actors 
(including firms, international 
organizations, 

interest groups) 
Source: Černoch and Jirušek (2014) 

 

These diametrically different approaches tend to approach the same issues from a different 

perspective applying different priorities and criteria. For example, while both narratives 

                                                           
33 Filip Černoch and Mgr. Martin Jirušek, “Strategic and market-oriented approaches in the energy policy  
of  the European Union,” European Center for Political Research, Colchester, United Kingdom, 2014, 9-
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recognize and accept the important of diversification of energy supplies this stems from different 

conceptual and analytical starting point regarding what is energy security and how best can a 

country serve its energy security. From a market based approach diversification is a principle 

that should be welcome as it is by definition welcome. While energy independence is not a 

prerequisite states should be diversifying their energy supply sources and transportation routes 

because, in line with the modern portfolio theory developed by Markowitz, this optimizes the 

return or an investment portfolio which in this case is the state’s energy mix. Diversification 

from a market-based approach addresses market failures and can be achieved through 

multilateralism, cooperation, and closer relations between states, institutions, and energy 

companies. In parallel, strategic-market approaches stress the importance of diversification in 

order to ensure energy security against geopolitical risks and the tendency of states to use energy 

as a political tool. At the same time they two approaches can interpret the same issue from 

distinctly different approaches. A very interesting example is the high dependence on a certain 

energy supplier as according to the strategic approach, which is largely driven by the theoretical 

framework of realism, entails big energy security risks as the energy supplying country can use 

this dependence as political tool resulting in energy security frictions. On the other hand, the 

market-based approach, shaped by the principles of economic liberalism and liberal 

institutionalism, stresses that closer energy relations through high volumes of energy trade and 

energy infrastructure projects can boost energy security they will ease frictions and will dissuade 

states from taking a confrontational position towards each other34. 

The market-based approach is most commonly met among western energy importing states 

while strategic approach is closer to resource rich countries, which are governed by authoritative 
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Strategic Security 5,3 (Fall 2012): 51-68. 
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regimes. A closer look to their energy security approach will reveal that in most cases states do 

not adopt monolithic approaches, which will be merely strategic or market-based. Instead, they 

prefer a combination of both approaches, which may greatly vary with respect to the proximity to 

the two poles. 

It needs to be claimed that the lines between the two energy security approaches are not 

always distinct. To begin with, when labeling the energy security approach or strategy of a state 

as strategic or a market-based one needs to set certain criteria that will standardize this process 

and make it credible. This process is particularly challenging as it entails the adoption and 

implementation of subjective criteria in tandem with speculative analysis as states avoid at 

disclosing the criteria behind their energy security approaches and when they disseminate certain 

information they do so in a biased way taking into consideration their national interests. In other 

words, one should not be surprised by the fact that most countries will refrain from revealing 

grand strategies and big economic and geopolitical strategies behind their energy security 

relations. As a result, identifying strategic and/or market-based approaches in energy security is a 

process that will remain subjective at least to certain extent.   

In parallel one needs not to confuse the difference between geopolitical environment and 

geopolitical environment as well as the difference between energy markets and market-based 

approaches on energy security.  In particular, geopolitical realities at regional and global level as 

well as the existence of certain conditions and characteristics of energy markets are realities for 

all states that cannot be contested.  

For example, the geopolitical environment for China and the EU vis-à-vis Ukraine and the 

South China Sea are objective conditions that affect their energy security and their existence 

cannot be disputed. In the same vein, the reality and function of energy markets such as for 
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example the recent drop of oil price and the important role of energy companies at global level 

stand as important parameters for the energy security of all states regardless their energy security 

approach. On the other hand, how a state interprets and prioritizes such issues, what threats and 

opportunities does it identify and which course of action does it prefer are issue which are 

determined by its’ energy security approach. Furthermore, it needs to be stressed that under 

certain conditions the line between strategic and market-based approaches are blurred. For 

example, an energy trade or investment agreement can make sense both from a strategic as well 

as market based approach.  For example the decision of Germany to construct the pipelines Nord 

Stream 1 & 2 and foster gas trade relations with Moscow can be justified by using both 

narratives35.  At the same time this should not be confused with the energy security approaches 

of an actor that refer to the more subjective dimension about the interpretation of an actor about 

what is energy security and how is it best served.  

Regardless of the approach adopted by a state, diversifying energy suppliers has been a 

unanimously accepted strategy with high added value and it can be defined as evenly balanced 

reliance on a variety of mutually disparate options regarding security of energy supply. 

Diversification of an energy portfolio is a tangible solution to energy price volatility, constraints 

on availability, and energy transportation disruptions and one of its strongest advantages is that 

it is an effective policy even when the sources or modalities of occurring energy insecurities are 

effectively unknown, something which is of paramount importance when dealing with energy 

supply risks. Aligning the national energy strategy with the fundamental principle of 

diversification which calls for not placing all eggs in one basket, is a rather secure step 

                                                           
35 Krzysztof Feliks Sliwinski and Stratos Pourzitakis, “Nord Stream 2 - the Case for the Foreign Policy 
Analysis,” Contemporary Security Policy (under Review). 
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especially under conditions of energy insecurity36. 

A successful diversification strategy needs to satisfy all the three properties of a well- 

diversified portfolio, which are variety, balance and disparity. In particular, diversity refers to 

the number of energy sources in a groups as the biggest the number the higher the levels of 

diversification and hence energy security. Furthermore, a well-diversified energy portfolio 

needs to maintain proportional levels in contributions among energy sources; no matter the 

number of energy sources, if a single supplier provides the lion’s share of energy (e.g. 95%), 

the diversification strategy is unsuccessful as the remaining energy suppliers will account only 

for a marginal percentage of energy supply and hence their contribution to energy security will 

be limited. Finally, disparity refers to the degree of differences among the energy options with 

heterogeneity that brings higher levels of energy security.  As it appears in Figure 1.1 each 

characteristic of energy diversity is essential yet individually insufficient to bring energy37. 

Figure 1.1: Characteristics of Energy Security 

Source: Stirling (2014) 

The merits of energy diversification are deemed to be considerable bringing added value to 

states’ energy security. A wide number of scholars have examined the benefits and 

characteristics of energy security through qualitative or quantitative research. The vast majority 
                                                           
36 Andy Stirling, “Multicriteria diversity analysis: A novel heuristic framework for appraising energy 
portfolios,” Energy Policy 38 no. 4 (2010): 1622-1623. 
37 Andy Stirling, “Multicriteria diversity analysis: A novel heuristic framework for appraising energy 
portfolios,” Energy Policy 38 no. 4 (2010): 1622-1625. 
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of respective studies have underscored the importance of energy diversification with some 

scholars (i.e. Stokes, 2007) equating it with energy security38. As a result, diversification 

of energy supply remains a priority for most states, which list it as a high priority in most of 

their energy policy documents. 

On the other hand, one needs to keep in mind that it is not only diversification the unique 

path towards security of energy supply, or as Vivoda (2009) puts it, the strategy of energy 

diversification is not an energy security silver bullet. Bahgat (2006) for example, suggests that 

diversification is one among many important components of energy security. Thus, there are 

other policy tools that can be used and some might be in conflict with the principles of 

diversification of energy supplies, such as reliance on domestic energy resources and long-term 

bilateral energy agreements. Similarly, Kalicki (2007) argues that while diversification of 

energy offers of key importance to energy security, energy interdependence is equally 

important39.Moreover, energy diversification comes always at a cost as it might lead states to 

prefer energy supplies that come at a price premium or entail higher transportation risks or 

aggravate environmental degradation. 

     Furthermore, we need to keep in mind that there is no one-size fits all method for 

pursuing diversification of energy. Specific actors can either facilitate or impede strategies of 

energy diversification such as the location and other geographical limitations regarding energy 

importers and/or energy suppliers, political relationships between the two sides, refining 

capacity and other technical characteristics of the energy partners, policies adopted by states 

and their research endowment. Within this framework, the importance energy diversification 

                                                           
38 Vlado Vivoda, “Diversification of oil import sources and energy security: A key strategy or an elusive 
objective?,” Energy Policy 37 no.11 (2009): 4615-4617. 
39 Vlado Vivoda, “Diversification of oil import sources and energy security: A key strategy or an elusive 
objective?,” Energy Policy 37 no.11 (2009): 4617-4618. 
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has been reflected to security of energy supply and consequently energy security via a number 

of related indicators. Some of these indicators focus on specific countries (e.g. oil import 

dependence ration, non- regional oil import ratio, etc) while other focus on more systemic 

dimensions of energy   security (e.g. exporter concentration and instability in exporting 

regions)40. What needs to be stressed here is that most of indexes focus on oil supply and to a 

lesser degree to natural gas 

 

1.4. The Concept of Energy Hedging 

Energy security and security of energy supply are concepts that can be examined through a 

wide variety of perspectives. After all, like in most aspects of international relations however, 

energy security cannot be approached through black and white perceptions and normally policy 

makers have to adopt complex strategies in order to ensure energy relations in the domain of 

international relations. In reality, what most actors do is apply a combination of strategic or 

market-based approaches because their energy security challenges cannot be mitigated by merely 

balancing or engagement tactics. Therefore, they balance against possible energy security risks 

and in parallel, they work along with the actors behind the specific risks. As a result, we need an 

analytical framework that will take a middle position bridging the gap between diverging energy 

security approaches. This is exactly where the notion of energy hedging comes into play. Hedging 

is a recently introduced concept in the field of energy security studies and it promotes an 

approach that encompasses elements of different strategies. 

Originally a financial term, hedging is an investment position intended to offset potential 

                                                           
40 Vlado Vivoda, “Diversification of oil import sources and energy security: A key strategy or an elusive 
objective?,” Energy Policy 37 no.11 (2009): 4619-4621. 
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losses or gains that may be incurred by a companion investment 41. To reduce market risk, 

investors forego part of their calculated profit by investing part of their portfolio in products that 

will bring profit in the event of downward market. This is commonly called a “short position” as 

opposed to a “long position” which corresponds to investments that are expected to    bring profit 

in a bull market. 

Using this as a starting point, hedging is also applicable in international security studies. A 

hedging strategy will entail balancing against risk as well as engagement tactics. According to 

Kuik, hedging is a “behaviour in which a country seeks to offset risks by pursuing multiple policy 

options that are intended to produce mutually counteracting effects under the situation of high 

uncertainties and high-stakes”42 . Furthermore, when a state decides to hedge against a specific 

risk, it usually accepts some additional economic burden that might come in the form of lost 

profit, additional investment, and non-favourable trade terms. In one of the most distinct versions 

of hedging, labelled as strategic hedging, Tessman and Wolfe (2011) introduce a series of criteria 

including additional financial burden in order a policy to be considered as such43. 

Hedging is a relatively new concept in the field of international relations and according to 

Fiori and Paaeri (2013), it was first used in the 2006 U.S. National Security Strategy according to 

which Washington sought “to encourage China to make the right strategic choices for its people, 

while we hedge against other possibilities” 44. Since then, scholars and policymakers  have 

largely used the term hedging in order to analyse the European security strategies, the choices of 

East Asian and South East Asian states vis-a-vis China’s rise, and the strategy of Beijing towards 

                                                           
41 “Hedge,”Investopedia, accessed March 15, 2016, http://www.investopedia.com/terms/h/hedge.asp. 
42 Cheng-Chwee Kuik, “The Essence of Hedging: Malaysia and Singapore's Response to a Rising China,” 
Contemporary Southeast Asia 30 no. 2 (2008): 163. 
43 Brock Tessman and Wojtek Wolfe, “Great Powers and Strategic Hedging: The Case of Chinese Energy 
Security Strategy,” International Studies Review 13 (2011): 214–240. 
44 Antonio Fiori and Andrea Passeri, “Hedging in search for a new age of non-alignment: Myanmar 
between China and the US,” (paper presented at SISP Conference, Firenze, September 12-14, 2013), 8. 
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the US45. 

Applying the logic of “not putting all eggs in one basket” has been a promising choice and an 

interest analytical framework in the field of energy security as well. After all, energy security, 

being a multifaceted notion, calls for non-monolithic approaches. Instead of adopting merely 

strategic or market-based approaches in order to ensure security of energy supply, states usually 

apply a combination of diverse strategies, perceptions, and tactics, which subscribe to diverse 

energy security approaches. Therefore, hedging offers a very useful energy security theoretical 

framework as it helps us explore balanced approaches that correspond to the current reality of 

energy security studies46. 

In particular, a state can decide to pursue a hedging strategy not only in order to tackle the 

uncertainties of energy supply risks that might originate from some military stand-off but also to 

protect the energy system from non-military risks such as price fluctuation, and environmental 

accidents. At this point, it is important to make a distinction between risks and threats. Threats 

are more specific than risks and can be identified while risks remain somewhat vague and their 

exact impact cannot be fully assessed. Hence, it is easier to identify and calculate threats than 

risks, something that is the case in the realm of energy security as well. As in other aspects of 

international relations, states hedge in order to reduce risks in energy security of supply by 

sending mixed signals of simultaneous balancing and engagement. Thus, an energy hedging 

strategy can include initiatives such as diversification of energy supplies, military build- up, 

bilateral or multilateral energy partnerships, and institutional initiatives. Under the specific 

strategy a state leader seeks not to secure energy supply but manage energy supply disruptions 

                                                           
45 Øystein Tunsjø, “Hedging Against Oil Dependency: New Perspectives on China’s Energy Security 
Policy,” International Relations 24 no. 1 (2010): 22-23. 
46 Øystein Tunsjø, “Hedging Against Oil Dependency: New Perspectives on China’s Energy Security 
Policy,” International Relations 24 no. 1 (2010): 23. 
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Degree of power rejection 

and for this reason he is willing to sacrifice the prospects of profit maximization in order to be 

relatively well off in the future47. 

In order to delineate the basic components of energy hedging, we will adjust Kuik’s 

analytical framework of hedging to energy security. According to Kuik (2008), some 

components of hedging strategies aim at containing the respective risks while some serve as an 

insurance policy. The first set of policies include indirect balancing and dominance denial, while 

the second set of policies are economic pragmatism, binding engagement and limited 

bandwagoning. These policies are placed differently with regard to their operational proximity to 

balancing and bandwagoning, which are described as the two poles of a spectrum of policy 

options for the hedger48. 

Figure 1.2: Kuik’s Hedging Strategy 

Source: Kuik (2008) 

Degree of power acceptance 

                                                   Neutrality Point 

Using this framework as a starting point, we can develop a similar framework for energy 

                                                           
47 Øystein Tunsjø, Security and Profit in China's Energy Policy, Hedging Against Risk (New York: 
Columbia University Press, 2013), 19-37. 
48 Cheng-Chwee Kuik, “The Essence of Hedging: Malaysia and Singapore's Response to a Rising China,” 
Contemporary Southeast Asia 30 no. 2 (2008): 165-166. 
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hedging. Starting from the tools closer to balancing strategy, the indirect balancing entails efforts 

to diffuse energy security uncertainties by fostering energy ties with other states, and also 

improving the hedger’s energy capabilities without openly linking these initiatives to a specific 

target. Such measures include the establishment of strategic petroleum reserves, energy 

conservation and efficiency measures, infrastructure projects such as reverse capabilities 

networks, and institutional and economic measures. 

Dominance denial in energy denial in energy hedging is an individual or collective political 

process that aims at denying the emergence of an energy security hegemon either by involving 

regional power in the regional energy security issues or by developing collective energy 

diplomacy. Economic pragmatism, one of the three elements of a state’s “short position” aims at 

establishing close energy trade relations with the big power. This can be achieved through direct 

energy trade, synergies in energy related projects as well as through cooperation on 

transportation of energy. The hedger overlooks the potential threats stemming from the dominant 

position of the big power and tries to engage the specific state via a “business first” approach. 

Next, binding engagement seeks to socialize big powers by engaging them in the international 

community and fostering their institutional links. Last, limited bandwagoning differs from pure 

bandwagoning as it is confined merely to political partnership, which is manifested in policy 

coordination on selective issues. Limited bandwagoning is a lighter version of bandwagoning, as 

it does not exclude the possibility of energy synergies between the hedger and countries other 

than the big power. Another substantial difference is the fact that limited bandwagoning entails a 

more limited superior-subordinate relationship as compared to pure bandwagoning49 

 

                                                           
49 Cheng-Chwee Kuik, “The Essence of Hedging: Malaysia and Singapore's Response to a Rising China,” 
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Figure 1.3: Energy Hedging Strategy 
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The characteristics of a state’s energy hedging strategy can vary, depending not only on the 

combinations of the abovementioned policies but also on the actors which are engaged and the 

trade-offs that the states are willing to undertake given that by definition the adoption of both 

“short” and “long” position entail a compromise vis-a-vis the goal of profit maximization. One 

needs also to keep in mind that energy hedging can be indirectly linked to other issues that fall 

within the scope of issues, such as foreign policy, human rights and investment relations. This 

can be attributed to two reasons: the multifaceted concept of energy security and the operational 

pillars of energy hedging. 

The next question which arises is what makes a hedging strategy successful. Despite the 

growing number of IR scholars who examine hedging, research on the effectiveness of 

hedging strategies remains rather limited. According to Geeraerts and Salman (2016), a state 

in order to pursue a successful hedging strategy needs to hold economic capability, military 
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power and decision-making capability. The two scholars have developed an index, which 

quantifies the hedging capability of a state. The index consists of three core dimensions, 

economic capability, military power and decision-making capability. These three components 

are further divided into six sub-indicators: gross domestic product (GDP),  foreign  exchange  

and  gold reserves, government debt, military expenditure, growth of military arsenal, and 

democracy50. 

Figure 1.4: Effectiveness of Strategic Hedging 

Source: Geeraerts and Salman (2016) 
 
 
 

1.5. The concept of energy security complexes 
 
One of the basic goals of this research is to examine the operationalization of energy hedging 

in energy security complexes and to assess how the specific strategy affects energy security 

interrelations within the specific framework. Towards this end, however, it is important first to 

examine how an energy security complex is formed and what are the dynamics among the states 

which comprise an energy security complex. 

Energy security relations usually entail two sides energy importers and energy suppliers. The 

growing global political and economic interdependence has introduced us with a new reality 

where energy security relations are far more complex including third parties such as transit 
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states, competitors, regional and global players, states that might bring energy security risks, and 

institutional regulators. Energy security complexes (ESCs) step on regional security complex 

theory laying the groundwork for the analysis of complex and interdependent energy security 

relations. In parallel, one should not neglect the fact that within them multiple triangular relations 

exist and determine, at least to some extent, the dynamics of the ESCs. 

The Regional Security Complex Theory (RSCT) has been introduced by Barry Buzan and 

Ole Waever who represent the Copenhagen School. The authors coined regional security 

complexes as a group of security dilemmas concentrated into a certain geographical area, where 

threat perceptions by states are so closely intertwined, that security of each state cannot be easily 

separated. RSCs themselves are constructed using four variables: geography, the anarchic 

system, power  polarity and  the  social  construction  of  security threats  through  patterns  of  

amity and enmity51. 

A key theoretical component of a RSC is securitization, a term that was coined by Ole 

Wæver in 1995, within the framework of RSC theory. His starting point is that by identifying 

and labelling a certain issue as a security problem, the subject/state moves it from the sphere of 

“political” or “non-political” issue to the category of emergency, claiming the right to change the 

rules of political game. Securitization requires an articulation process, known as “speech-acts” 

that will emphasize the urgency of action in order to ensure survival52.Securitization however is 

not the only process of discursive action, as, depending on the narrative that will be adopted, an 

agent might politicize, de-politicize, securitize or de-securitize a certain political issue. 

Politicization refers to the process whereby an issue is deemed as part of public policy while 

                                                           
51 Μικκο Palonkorpi, “Matter over Mind? Securitizing Regional Energy. Interdependencies,” Helsinki: 
Aleksanteri Institute, University of Helsinki, 2008, 4-5. 
52 Jonna Nyman, “‘Red Storm Ahead’: Securitisation of Energy in US–China Relations,” Millennium: 
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under non-politicization the state refrains from dealing with the specific issue. Furthermore, apart 

from the process of securitization an agent might opt-out to de-securitize a public issue moving it 

back to the category of “political” or “non-political” issue down from the sphere of national 

security53. For Waever securitization is a discursive construction, which is strictly subjective and 

it does not mean automatic success54. 

Within an environment of international anarchy, the structure and the characteristics of an 

RSC are defined by power relations of its members as well as by amity/enmity patterns between 

them. With regard to the former, RSC like international systems operate under conditions of 

polarity and balance of power. As a result, RSCs can take various forms with regard to their 

structure and balance of power.  Based on the polarity within a complex and the characteristics 

of the involved countries, regional security complexes are divided into four basic categories: 

1. Standard RSC’s where two or more states adopt a mainly political and military agenda 

(e.g. Middle East)  

2. Centered RSC’s where unipolarity or institutions predominate (e.g. EU, North   

America, CIS) 

3. Great Power RSC’s which are bipolar or multipolar complexes with great powers as the 

regional poles (e.g. East Asia) 

4. Super-complexes where strong interregional security dynamics result from great power 

spillover into adjacent regions  (East and South Asia) 

As far as patterns of amity and enmity are concerned, in the most extreme version of power 

realism they reflect the actual power relations, as powerful states bring fear to weaker. 

                                                           
53 Barry Buzan and Lene Hansen, The Evolution of International Security Studies (Cambridge: Cambridge 
University Press, 2009), 214. 
54 Dariusz Czywilis,  Łukasz Nita, Jacek Sobański, “Securitization of  Energy Security in Central    Asia,” 
The Copernicus Journal of Political Studies 2 no. 2 (2012): 106-107. 
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Alternatively, Buzan notes, they can be considered as a “much stickier than the relatively fluid 

movement of the distribution of power”. More realistically, however, these patterns reflect 

historically derived realities and socially constructed dimensions of structure. Patterns of amity 

and enmity can greatly vary from friendship to rivalry and they can be the outcome of a series of 

parameters, such as history, culture, and geography55. 

RSCs can be used in order to examine energy security interactions between states as well. To 

be more specific an energy security complex presents the energy security concerns of a group of 

countries whose energy strategies are closely interlinked and where energy dependencies and 

energy interdependencies lead to a securitization processes vis-a-vis the state’s energy security. 

The notion of Energy Security Complex (ESC) uses as a conceptual starting point the basic 

assumption of the RSCT that as security threats travel more easily among countries with 

geographic proximity, security issues are more likely to occur within a geographically shaped 

region and applies it within the field of energy security. In addition, ESCs consist of regions, 

which might lack geographical proximity, but they are connected with pipelines that allow 

energy flows and consequently security threats to travel long distances. An ESC is composed of 

the energy capabilities, the  subsequent  energy  security  concerns,  and  amity-enmity patterns 

among a group of states whose energy security strategies are so closely interlinked that cannot be 

examined separately. 

The operation of an ESC is based on the assumption that there is no overarching authority 

and it operates within a state of international anarchy. What is more, distribution of capabilities 

within ESC follows the logic of the realist school of thought and it is also connected with a 

mechanism, which operates when outside powers make security alliances with states within the 
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RSC. In particular, states will be tempted to balance against threats within the RSC and 

consequently they will ally with outside powers56. 

When delineating an ESC it is necessary to estimate energy dependencies and energy 

interdependencies between the states that compose it. Based on definitions provided by Kohene 

and Nye (1979) dependence refers to a state of being determined or significantly affected by 

external forces and interdependence can entail the mutual dependence between two or more 

states that usually  stems  from  reciprocal  transactions  such  as  cross  border  trade57.  

Dependence and interdependence are determined not only by the energy trade volume but also 

by the amity and enmity relations between them. Two countries with close economic relations 

and friendly political ties might consider a 50% energy dependency as an acceptable level of 

energy relations while two rival states might perceive as a threat a considerably lower level of 

energy dependency. What is more, based on possible amity enmity patterns, energy dependency 

might be considered mutually beneficial interdependency or as an unequal and threatening 

dependency. Thus, the same amount of energy imported by the US and Ukraine from Canada 

and Russia respectively are not deemed to lead to the same degree of dependency 58 . 

Furthermore, we need to look at the pattern of security connectedness within a geographical 

formation and answer to the following questions: 

1. Is energy security securitized successfully by any actors? 

2. If yes, what are the interactions among states? 

3. If yes, can these interactions be approached as a cluster of interconnected security 
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concerns59? 

Energy can be securitized indirectly as a reflection of economic or environmental security. 

To begin with, concerns that economic dependencies in the form of energy trade can be used as 

political leverage leading to possible energy supply disruptions. Furthermore, the dominant role 

that energy companies hold in their national economies which is often monopolistic, can give 

birth for their reliability to secure energy supply as  well  as  for their  accountability  vis-a-vis 

environmental issues60. Interestingly, securitization, a key component in RSCT, is not something 

new in the energy security field; in 1994, Kaplan wrote the much cited article “The Coming 

Anarchy” when he argues that scarcity and environmental degradation are destroying the social 

structure of our planet. The same year Thomas Homer-Dixon predicted an increase in violent 

conflicts with environmental and resource scarcity roots. After the September 11th, 

neoconservatives  in  the  US  put  access  to  energy resources  on  top  of  their agenda while the 

Chinese leadership has openly linked access to energy resources with economic development 

and consequently  with  social  stability  and  the  survival  of  Communist  Party  of  China   

(CPC). Furthermore, Czywilis et al. (2012) argue that securitization is socially constructed and 

thus, securitization in an ESC will stem not from specific resource availability but it will be an 

inter-subjective construction as well 61. 

Furthermore, like RSCs, ESCs are durable constructions yet they can undergo the following 

structural changes: 

1. Status quo, where changes in distribution of power, energy capabilities distribution as well 
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61 Dariusz Czywilis, Łukasz Nita, Jacek Sobański, “Securitization of Energy Security in Central Asia,” 
The Copernicus Journal of Political Studies 2 no. 2 (2012): 112-115. 



40 
 

as amity/enmity patterns have not transformed the fundamental structure of the security complex; 

2. Internal transformation, where changes within the complex (i.e. new energy infrastructure) 

change the structure of the security complex; 

3. External transformation, when the outer boundary of the complex is altered, because of 

changes in the complex synthesis or when external factors result in significant increase/decrease 

of energy resources available to the member-states; 

4. Overlay, when one actor undertakes monopolistic or hegemonic position within the 

complex62 

Furthermore, it is important to note that the concept of ESC provides an excellent theoretical 

framework for our analysis as it distinguishes the different energy security approaches of energy 

security, namely strategic and market-based approaches. It is the very basic conception of ESC 

that separates analytically the economic aspect of energy security relations as depicted in the 

energy trade relations from the security and geopolitical concerns that emanate from energy 

dependencies. The conceptual advantage of ESC is that it separates analytically the two 

approaches on energy security and it allows us to study the energy security interaction of states 

with different approaches 63 . Concluding to a specific theoretical framework when studying 

energy security relations between states such as China and the EU would pose a methodological 

challenge, as it would be difficult to pick up a theory that would explain such monolithic and 

diverse approaches. 

In the “Energized Foreign Policy – Security of Energy Supply as a New Key Objective”, a 

report produced by the Clingendael International Energy Programme in 2005, the authors 
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separate market-driven economies that focus on the economic dimension and the centrally 

planned economies such as China and Russia that focus on the geopolitical dimension of energy 

security. The authors argue that demise of the Soviet Union should have brought China and 

Russia closer to the market-based approach, yet the two states still maintain their strategic 

approach on energy security, posing a serious challenge to the liberal energy security approach 

that dominates the West64. 

  

                                                           
64 Clingendael International Energy Programme, “Energised Foreign Policy – Security of Energy Supply 
as a New Key Objective,” The Hague: General Energy Council, December 2005, 22-23. 
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2. Literature Review 
 

Before proceeding with analysing the research framework of the conducted research it is 

important to examine the existing literature on the energy security of China and the EU. This 

chapter will cover a thorough analysis of past research on the specific topic seeking to identify 

possible contribution to our research questions as well as possible research gas that can be 

filled with this PhD thesis.  

2.1. Literature on Energy Security 
 
When conducting research on energy security a very good book to start from is the book  

“The Prize: The Epic Quest for Oil, Money, and Power” written by Daniel Yergin, one of the 

most influential energy pundits in world. This is one of the most well cited books on energy and 

it recounts the panoramic history of oil together with and the struggle around it. Instead of 

following the mainstream academic trail of deep and narrow academic analysis Yergin chose   to 

provide a panoramic vision of the history of oil in the 21st century. The central argument of the 

book is that oil is the prize behind most diplomatic and economic events in world history and it 

sweeps from the earliest days Pennsylvania rock oil in the 19th century until the invasion of 

Kuwait from Saddam Hussein in 1990. Interestingly, Yergin concluded the epilogue of his book 

three days before the Iraqi invasion of Kuwait. 

In his almost 800-pages book Yergin adopts a biographical sketch focusing on three themes. 

First he examines oil from a business perspective. The author studies the origins of the global oil 

industry portraying the profiles of major figures such as John D. Rockefeller, the co-founder of
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the Standard Oil Company which dominated the oil industry and Armand Hammer, the famous 

oil tycoon. One of the book’s strong points is that it offers easy-to-understand explanations on 

highly technical and complicated issues including oil shortages, future markets, merges and 

acquisitions. Second, he examines the nexus between the quest for oil and national and 

international strategies in politics throughout the 20th century. Yergin connects WWI and WWII 

with the pursuit of oil arguing that the latter was the actual cause of war. In particular he claims 

that both the Germany and Japan were particularly focused on securing access to oil reserves. 

Critics however will quibble about his failure to explore how Germany and Japan were able to 

establish their military might without oil. 

But as Vietor (1991) notes the book’s real forte is linking oil to the diplomacy of the Middle 

East65. Examining a great volume of primary and secondary sources Yergin sheds light on the 

US policy in the Middle East in relation to the early decision of the US to defend the territorial 

integrity of Saudi Arabia as President Harry S. Truman had informed the then King Ibn Saud. He 

offers a meticulous analysis on issues such as war and foreign policy, the establishment of the 

Organization of Petroleum Exporting Countries (OPEC), and the oil crisis of 1973-74. His third 

point is what he describes as a “Hydrocarbon Society” populated by the “Hydrocarbon Man”66. 

His point is that oil has been at the heart of "the rise and development of capitalism and modern 

business" and it remains in the saddle, as there is almost nothing that can enable modern society 

to operate without oil67. 

For one thing the book provides clear-sighted insights to the power of oil and offers a 
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valuable historical map that focuses on the highly sensitive Middle East and it is definitely US 

orientated. On the other hand, scholars will lament the absence of a concrete theoretical 

framework and economist will criticize the lack of a theoretical apparatus when examining the 

development of the oil industry68.All in all, however, the book is an excellent starting point in 

the energy security studies although it does not analyse the concept as such. 

Using as a starting point the traditional definition according to which energy security is the 

uninterrupted flow of energy in sustainable prices, a number of scholars have sought to 

conceptualize the notion and the components of energy security. According to Pascual  and 

Elkind (2010), the notion of energy security is contingent on perspective and more particular on 

choices regarding economic issues, national security, and environmental concerns. In the book 

“Energy Security, Economics, Politics, Strategies, and Implications” that was edited by these  

two scholars, the authors challenge conventional wisdom that stresses the importance of current 

global energy independence highlighting the dominant role of oil and international energy   trade 

in the coming decades69. 

Similarly, Xu (2006) stresses that, literature on energy security falls into two categories, one 

putting emphasis to the energy and one to security. Xu, identifies the “‘adequate’ and ‘reliable’ 

energy supply at a ‘stable’ price” as a conceptual starting point, claiming that although secure 

access to energy supply is very important it is not the only issue as energy security is also about 

other topics such as energy markets, energy efficiency. The   author suggests that the first set of 

literature focuses on the demand side of energy policy and the function of energy markets while 
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the second set gives priority to energy supply-oriented, confrontational issues assuming that the 

interests of multinational oil and gas companies reflect those of their host countries. Xu suggests 

that, apart from having security implications, energy concerns can be security issue themselves70. 

Again,  Yergin  (2005),  analyses  the  notion  of  energy  security  and  its  evolution  to       a 

multifaceted concept in a famous article entitled “Ensuring Energy Security” written for 

“Foreign Affairs”. He claims that energy security is squarely on the agenda and that the concept 

of energy security means different things to resource exporters and importers making the 

distinction between energy security of demand and supply. According to Yergin, energy security 

nowadays does not confine itself merely to the availability of energy resources and interstate 

relations. New challenges have emerged during the last years stemming from non-state actors 

such as Al Qaeda, from the rise of new economic powers such as China and India as well as from 

technical failures that might lead to power blackouts with grave consequences. Therefore, the 

concept of energy security needs to be expanded in order to encompass the protection of the 

entire energy supply system including infrastructure. Furthermore, he claimed that in the future 

new energy security challenges will grow urgent predicting terrorist attacks, disruptions in Africa 

and Middle East, turmoil in Latin America. 

It needs to be stressed that despite the emergence of new energy security threats, the risks 

predicted by Yergin have yet to occur or at least they have not taken the headlines. Furthermore, 

the author pays more attentions to security of demand and interstate energy relations and this 

however should not come as surprise given that at the time when the article was published, 

Chinese energy security needs had been already skyrocketing, the 2006 Russia-Ukraine gas 

dispute has taken place, the US was trapped in Iraq and Afghanistan bringing security of supply 

                                                           
70 Yi-Chong Xu, “China’s energy security,” Australian Journal of International Affairs 60 no. 2 (2006): 
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the lion’s share of attention. 

Against this backdrop, Yergin proposes the following principles governing energy security: 

1. Energy diversification should be the cornerstone of any energy security strategy 

2. There is only one oil market 

3. Energy  security  requires  the  existence  of  extra  supplies  of  energy,  also  known    

as “security margin” 

4. High quality information is the linchpin to energy security and it requires well- 

functioning markets. 

In addition, the article highlights the necessity to expand the concept of energy security 

towards new dimensions, namely the importance of the globalization of the new energy system 

that will integrate China and India and secondly the acknowledgement that the energy security 

model that was adopted after the 1973 oil shock should protect the entire energy supply system71. 

It also needs to be stressed that Yergin highlights the importance of gas, something that he 

thoroughly analysed in his contribution to the book “Energy & Security Toward a New Foreign 

Policy Strategy” where he identified the growing role of liquefied natural gas (LNG) analysing 

the emergence of a new global energy business in natural gas72 

In his paper “Conceptualizing Energy Security” Winzer (2012) analyses the confusion 

among scholars and policymakers to agree on a definition of energy security claiming that the 

term has become an umbrella for many different policy goals. The paper narrows down the 

concept of security of energy supply and links it with risks that might threaten all parts of an 

energy system. This is a conceptual novelty as it introduces a concrete energy security 
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framework that integrates different risks, at different levels of the energy supply chain. In 

particular, the author introduces three dimensions of energy security, the sources of risk, the 

scope of the impact measure, and the severity filter. With respect to the former, Winzer 

identifies three major categories, namely technical risk sources, human risk sources, and natural 

risk sources. While most energy security researchers tend to focus on human risk as a source of 

geopolitical disruptions major energy security shortfalls can the outcome of all the above-

mentioned sources of risk. 

Furthermore, while human and natural risks threaten energy security with respect to 

“availability” and “accessibility” of energy, the suggested framework stresses the importance of 

technical risks as a source of risk that undermines other parts of the energy supply chain. Hence, 

the impact of risks on security of energy supply can be also measured in terms of continuity of 

services supplies (e.g. heating, lighting), economic continuity as reflected by a state’s productive 

and welfare activities, and finally in terms of human safety and environmental sustainability. 

Finally, Winzer introduces a series of severity filters, which refer to speed, spread, sustention, 

singularity, and sureness of threats. This categorization however does not exclude 

interdependencies among threats; on the contrary, Winzer argues that these filters are often 

intertwined while he provides a comprehensive map of possible intersections. 

In the last part of his paper the author suggests further narrowing down the notion of energy 

security in order to avoid possible overlaps between the policy objectives of energy security, 

namely economic efficiency, and sustainability. Towards this end, he proposes the exclusion of 

environmental sustainability and focusing on the remaining three parts of the system73. This is 

somewhat problematic however because the impact of energy security risks  to    environmental 
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sustainability has often a direct impact to human risks that makes it an indispensable part of 

energy security studies. For example, we cannot turn a blind eye to impact of past energy policy 

choices in China that led to environmental degradation with the latter determining to some extent 

Beijing’s decision to import gas from Turkmenistan and Qatar. This in turn, is closely related 

with human risks that China faces such as terrorism in Xinjiang, instability and military 

antagonism in Central Asia and Middle East. 

In line with Winzer, Chester (2010) characterizes energy security as an inherently slippery 

concept because of its polysemic nature and its evolution, which is concurrent with the world’s 

energy regime. Chester describes how the post WWII global energy regime has been through a 

process of transformation driven by a number of actors such as the dominance of fossil fuels and 

especially oil, the energy crisis of the 1970s, energy price fluctuations, and political instability. 

Contrary to the mainstream dichotomy between market-based and geostrategic energy 

security approaches, Chester offers three conceptualizations of energy security. Based on the 

argument that energy access in the 21st century depends mainly on open global markets and the 

resilience of the global energy infrastructure network Chester offers a market-centric energy 

security  approach  according  to  which  ‘‘energy  security  always  consists  of  both  a  physical 

unavailability component and a price component, (but) the relative importance of these depends 

on market structure”. Therefore, she argues that the logic behind this definition is that energy 

security is a market outcome which follows the process of the liberalization of energy markets 

and inevitably it can be only defined in market terms, namely in terms of physical availability 

and price. As a result, Chester suggests that energy security strategies aim at overcoming energy 

market failures. 
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In line with other researchers who stress the nexus between energy security and risk 

management, Chester offers a second conceptualization of energy security, which is based on 

quantitative measurement of energy security. Without entering into details about the basic 

assumptions on what is energy security, the author presents basic energy security measurement 

indexes such as the Crisis Capability Index developed by the Clingendael International Energy 

Programme and the Shannon–Wiener index. Chester admits however that the adoption of such 

indexes by policymakers is extremely limited and also that energy security definitions need to 

capture other issues as well, such as sustainability and affordability for everyone. Hence, she 

suggests a conceptualization of energy security as echoed by the Asia Pacific Energy Research 

Centre definitions, which coins energy ‘‘the availability of energy at all times in various    forms, 

in sufficient quantities and at affordable prices without unacceptable or irreversible impact on 

the environment’’. 

According to Chester, two important issues about energy security are the policy implication 

and actions undertaken from governments and depending on the adopted definition different 

implications occur from a policy perspective. In this perspective, a market-centric energy 

security approach underpins the importance of ensuring the smooth functioning of energy 

markets74.. While the paper offers a very comprehensive analysis on energy security mainly 

from a market-centric approach what Chester omits to analyse though is the nexus between 

energy security and geopolitics. 

With regard to energy security challenges and how states respond to them, Cherp and Jewell 

(2011) offer a more balanced approach that integrates energy security discourse from a technical, 

geopolitical, and economic perspective which the authors label as sovereignty, resilience, and 
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robustness respectively. Problems related to oil security for military use and transportation shape 

the sovereignty perspective, with the later maintaining it conceptual roots in strategic security 

studies, international relations and more generally in political science. The resilience perspective 

focuses on the establishment and the effective functioning of energy markets vis-à-vis energy 

system malfunctioning and other energy shocks which might stem from economic crises, 

political instability, and technology disruptions. Finally, the robustness perspective which is 

commonly met in engineering and natural science has its historic roots in large accidents due to 

technical failures and resource scarcity. The priority for those who follow the specific 

perspective is to ensure the performance of energy infrastructure systems    in order to respond to 

Challenges that emanate from natural and technological factors75. In their paper the authors 

conclude that the contemporary challenges to energy security call for an integrated approach that 

will fuse geopolitics with energy market issues and environmental concerns. 

 
2.2. Energy Security Strategy and Regional Case Studies 

 
Analysing energy security strategy leads us to existing research on what is strategy and what 

constitutes a set of policy choices as such. In his book “Modern Strategy” Gray (1999) analyses 

the concept and the dimensions of the notion of strategy. The book uses the classic “On War” as 

a conceptual starting point and he quotes Clausewitz’s definition of strategy as “the use of 

engagements for the object of war”. Gary himself defines strategy as “the means that is made of 

force and the threat of force for the ends of policy” suggesting that both definitions can be 

expanded so as to include policy instruments other than the military. He also connects politics 

with strategy using policy as an intermediate. In particular, he claims that politics produce policy 
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which in turn requires strategy but also that modern strategy derives its significance from 

politics. In his first chapter, Gray offers a comprehensive analysis of the definition visiting 

major scholars who have coined the notion of strategy. Furthermore, he makes a distinction 

between strategy and other terms of conceptual proximity such as strategic performance, 

policy, vision, and  operations,  which  can  be  closely  interdependent  to  strategy  through  a  

relationship of horizontal interdependence or even subordination. 

Regarding the dimensions of strategy the author suggests that strategy has multiple 

dimensions each of which is put into play to a greater or lesser extent. Gray identifies seventeen 

dimensions of strategy which are pervasive and interpenetrating and he puts them into three 

Broad categories which are entitled as “people and politics”, “preparation and war”, and “war 

proper”76. 

One of the most prominent military theorists, B. H. Liddell Hart published in 1954 one of the 

most important book on military strategy entitled “Strategy, the indirect approach”. In the last 

part of his book the author makes a very interesting analysis on the concept and the essentials of 

strategy and grand strategy. The author starts his analysis with Clausewitz’s definition  of 

strategy which he criticizes it for narrowing the concept of strategy to the pure utilization of 

battle and for implying that war is the only means to strategical end. Furthermore, Liddell Hart 

makes a distinction between strategy and energy strategy using the concept of tactics as a point  

of reference. Hence, he suggests that “as tactics is an application of strategy on a lower plane, so 

strategy is an application on a lower plane of “grand strategy””. In particular, he suggests that 

the role of grand strategy is “to coordinate and direct all the resources of a nation towards the 

attainment of the political object of the war-the goal defined by fundamental policy”. In line with 
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this definition, his argument is that the operational domain of grand strategy is above the one of 

strategy because its role is to calculate and to develop the economic and human resources of 

nations in order to meet the requirements of a war. Furthermore, strategy confines itself within 

the boundaries of war while grand strategy extends itself beyond the war to the periods of peace. 

Having identified the differences between strategy and grand strategy Liddell Hart analyses 

basic principles in the theory of strategy. To begin with, he claims that what determines the 

success of a strategy is “the sound calculation and co-ordination of the end and the means”. He 

also analyses key elements of security such as how strategy seeks to exploit the benefits of 

surprise. Furthermore, he points out that the essence of strategy is to produce the desired 

outcome without any serious fighting, something that can be achieved by applying intelligence 

and not by ample use of military force. In addition, Hart analyses important elements of strategy 

including the importance of having alternative objectives a principle which is of considerable 

importance when implementing an energy security strategy on the basis of energy 

diversification77 

There is a wide selection of books that combine the three perspectives of energy security 

energy security offering a wide selection of case studies. Some of them focus on regions and/or 

countries while other study specific issues such energy hedging, pipelines, and energy security 

complexes. The book “Energy Security, Managing Risk in a Dynamic Legal and Regulatory 

Environment” is one of the most thorough analyses of energy security from a national and 

international perspective. The main idea of this comprehensive volume which comprises of 19 

chapters is that energy security problems are common among different parts of the world and in 

order to examine them a combination of geopolitical analysis, energy economics, and 
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environmental perspective is necessary. 

In the first part of the book, Barton et al. (2004) argue that energy security is by no means an 

easy task and they use as a conceptual starting point the traditional definition of energy security 

highlighting the risks of major energy supply disruptions. The authors highlight the complexity 

as well as the following characteristics within the concept: 

1. The managements of technologically advanced and far-flung infrastructure systems. 

2. The growth in international trade in energy 

3. Market competition  

4. The interaction with environmental concerns78 

The second part of the book entitled “International and Regional Approaches” examines a 

series of energy security topics at an international and regional level and then focusing on 

different countries.  First, the book visits international or regional energy security concerns and 

in each case the book offers economic and historical approach accompanied by analysis of the 

regulatory and organizational environment. In the third part of the book the authors analyse 

national energy security approaches and they offer a wide selection of topics ranging from the 

limits of markets approaches to energy in New Zealand to the nexus between energy security and 

the battle against terrorism in the United States. Among others the book highlights the different 

approaches on energy security between developing and developed countries as well as between 

energy exporters and energy importers. With respect to the importer-exporter distinction, the 

book examines the cases of Russia and the US as the latter was at that time an energy importer. 

One might possibly object the lack of interconnection between the chapters of the book as well 
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as the fact that the authors focus on national energy security concerns and policy choices without 

examining possible spillover effects as well as regional and global implications. Finally, it needs 

to be stressed that the book pays more attention to the geopolitical and economic dimension of 

energy security as the coverage on environmental issues and sustainability is rather limited79. 

Similarly, the book “Energy and Security: Toward a New Foreign Policy Strategy”, edited 

by Jan H. Kalicki and David L. Goldwyn (2005), brings together 36 foreign policy and energy 

experts who examine energy security from a foreign policy perspective seeking answers to key 

issues with respect to the US energy security strategy, the role of non-OPEC resources and the 

occurring risks in the in the global energy market. 

The book has a familiar structure, providing an overview of the concept of energy security, 

then analysing energy security in various regions and finally elaborating a possible future energy 

security agenda. The authors suggest that the US needs a coherent energy security policy that 

will be part of its foreign policy. Kalicki and Goldwyn stress out how the US foreign policy with 

respect to major energy players such as China, Russia, and Middle East should have high on its 

agenda energy security concerns. Next, the book studies the role of markets in energy security as 

well as two institutional actors of paramount importance, OPEC and the International Energy 

Agency. With respect to the former, Morse and Jaffe examine how it has been able to survive 

throughout the years with the authors stressing its members determination to defend their 

revenues, passing the burden of structural adjustments in a changing economy, and remain 

coherent. Regarding the latter on the other hand the authors analyse its establishment and 

development as well as the IEA response to major crisis such as the Iraq war and the post 09/11 
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environment. Finally, the authors make specific energy policy recommendation such as 

facilitating the development of gas resources, promoting oil reserves including private stocks, 

facilitating R&D. In most case however policy recommendations are rather obvious without 

providing a clear roadmap80. 

The biggest part of the book offers energy related analysis regarding different parts of the 

world keeping always an eye to the US energy security needs. The book is remarkable thorough 

and comprehensive with a very big number of authors offering different perspectives. This 

issometimes challenging because as Cooper (2005) notes sometimes the contributors offer 

different contradict one another. There is common ground however among them on two issues: 

1. The US will remain dependent on oil imports and the Persian Gulf will most likely 

maintain an increasingly important role. 

2. This dependence will push the US towards alternative solutions including the 

development of unconventional oil81. 

Clearly the authors have identified the pattern that increasing oil needs will lead to the US 

shale revolution yet the later eventually occurred much earlier that the experts suggested. 

With respect to different approaches to energy security, the book “Energy Security  

Economic Politics Strategies and Implications” analyses energy from all three  perspectives. 

After defining the notion of energy security, Pascual and Zambetakis (2010) study the  

geopolitics of energy paying attention to three key energy suppliers Iran, Russia and Venezuela 

highlighting their relationship with the international community as well as their power in the 
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global political arena which is derived from their vast energy resources. According to the 

authors, the ability of Iran to defy international sanctions and the success of Russia to consolidate 

its power internally and externally lead us to the conclusion that the key elements of geopolitics 

of energy are structural constraints in the oil and gas markets, the power to act in isolation, the 

ability to leverage energy power by exploiting the UN veto power. Next, Pascual and Zambetakis 

take a more innovative approach examining the geopolitics of nuclear proliferation and climate 

change. In the remaining part of the first chapter the book examines three prominent actors of 

energy geopolitics, the Persian Gulf, US and China. Maloney assesses how high energy 

priceshave helped Middle East stabilize through high resource revenues. Massive energy trade, 

FDI inflows and the interaction between Middle East and the rest of the world have helped the 

region not only to stabilize but also to improve its record on social and political freedoms. On the 

other hand, the author analyses the downside of the high-energy profits for the specific countries  

which also undermine political and economic development, an analysis that shares many 

similarities with the “resource curse” theory. 

The author makes a very enlightening analysis failing however to predict, let alone to 

analyse, the impact of low energy prices a  major challenge that Middle East is currently facing. 

Michael O’ Hanlon from his side analyses the military strategy of Washington in the region 

while Erica Downs discusses the growing role of Chinese energy companies and the bras-de-fer 

between security and profitability concerns with respect to their role in the Chinese energy 

policymaking. 

In the second part of the book Nivola and Carter challenge the mainstream approach that 

energy independence enhances the US national security arguing that what made the US resilient 

to energy shocks are not the diminished energy imports but the country’s low levels of energy 
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intensity. Furthermore, the author questions the arguments which favor the exclusion of rogue 

states as energy suppliers claiming that the specific countries will eventually secure their  

clientele in the modern globalized energy market. Iran, for example might had not sold a single 

barrel of oil to 1979 yet the regime has been able to maintain its grip of power due to oil 

purchases by China, Japan, and the EU. Therefore, the authors suggest an energy security 

approach  that will be based mainly on  economic  considerations.  In the remaining part of    the 

book, apart from the mainstream analysis of energy security a broader agenda of energy security 

is introduced, one that will integrate sustainability and environmental concerns82 

 

2.3. The Energy Security Strategy of the EU 

Two of the most important factors that shape the EU’s energy security landscape are the EU- 

Russian energy relations and the institutional structure of the EU energy policymaking process 

with member states retaining their sovereignty on pursuing their national energy policies. In their 

book “Energy Choices for Europe” Röller et al. (2007) label energy policy as a “make-or-break 

challenge for Europe-and a litmus test for the usefulness of the European Union as an 

institution” and they examine whether European states can succeed alone in their quest for 

secure, competitive and environmentally sustainable energy or they need to make necessary 

concessions and assign to the EC (EC) a leading role towards a common energy policy. These 

characteristics of energy are in line with the EC and previous scholars who have identified 

physical availability, economic competitiveness and environmental sustainability as the three 

pillars of EU’s energy security. Furthermore, the authors focus on gas and electricity, as they 
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constitute major sources of concern among EU Member States. 

The book examines trade-offs vis-a-vis the basic goals of the EU energy strategy and as a 

first step they assess the status quo of Europe’s energy sector using the Energy Policy Index 

(EPI), a rather simplistic and descriptive index which examines competitiveness, security of 

supply, and environmental sustainability. Based on a cluster analysis the authors classify the EU 

Member States into five categories. In particular Group 1 consists of Austria, the Czech 

Republic, Denmark, Luxembourg, the Netherlands and the UK which perform relatively well 

regarding competitiveness and security of supply. Estonia, France, Greece, Germany and Poland 

form Group 2 as they rank low on competitiveness while they score relatively well on security of 

energy supply. Group 3 includes Finland and Sweden which maintain the largest share of green 

energy in their energy mix, their governments give a high priority to renewable energy, and they 

are highly committed to the Kyoto Protocol targets. Next, Group 4 consists of Spain and 

Belgium which do not score particularly well on any of the three objectives. Last, Hungary, Italy, 

Lithuania, Portugal, Slovakia and Slovenia form Group 5 as their score against all three 

objectives is average. The authors determine that the performance of the member states is largely 

determined by exogenous factors such as physical availability of energy resources, and 

geography. Furthermore, according to their finding there is considerable heterogeneity in 

meeting the specific energy objectives arguing that ensuring a common line on energy issues will 

be a difficult task. 

Next, Röller et al. examine the hot issue of trade-offs between EU Member States’ policy 

objectives, providing examples which cannot be exhaustive. Towards this end they start with 

studying the trade-off between  competitiveness  and  security of  supply attributing to   the latter 

two dimensions, operating reliability and resource adequacy. According to their findings 
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countries such as Denmark and the UK with low dependence on energy imports have the highest 

degree of competitiveness. A possible explanation, according to the authors, is that EU Member 

States which do not face serious foreign energy dependence do not provide considerable support 

to national champions and this is beneficial for the country’s energy market competitiveness. As 

a result there is a trade-off between security of energy supply and the emergence of energy 

national champions and market competitiveness. The second trade-off under examination is 

between security of supply and environment with the authors stressing that it largely depends on 

the resource endowments of individual member states as well as on nuclear energy standpoints. 

Finally, regarding competitiveness and environmental sustainability they conclude that 

environmental policies might entail a short-term increase in energy prices. 

In addition, the authors suggest that the large size of Europe in tandem with its’ heterogeneity, 

and the prospects of coordination between EU Member States can help Europe relax national 

trade-offs. Towards this end, they introduce specific policy proposals which include the 

establishment of a single internal energy market, a comprehensive network  for energy regulators, 

ensuring coherence among EU countries, setting specific targets and introducing necessary 

policy tools with respect to the national choice of energy mix, and  finally. the introduction of a 

joint plan to the development for new energy technologies83. 

The EU energy policymaking process has been explored by McGowan (2008) who highlights 

the prominent role of the EC. In particular, McGowan explores the prospects of a market-led 

approach to energy security in the EU and its contribution to the European energy security. The 

paper explores how the EC has been pursuing an agenda of energy market liberalization in order 

to meet challenges faced by surging energy nationalization and it takes into consideration the 
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nexus between internal policy development and external energy relations. 

According to the author, the EU had the potential to establish effective energy diplomacy yet 

any attempts are constrained by diversity of national interests regarding EU relations with third 

countries and the determination of the national governments to pursue their agenda. The lack of 

coherence in the EU energy diplomacy is not a new thing as the author reminds us that when in 

1973 the Arab states imposed an oil supply embargo to the Netherlands the other eight member 

states failed to extend their solidarity and to offer their support. To make things worse, the 

emergence of energy nationalism has prompted concerns among the EC and the EU states that 

the balance of power between consumers and suppliers has turned against the EU as well as that 

state owned enterprises from third countries, especially Russia, have been investing in strategic 

industries within the EU. 

Regarding the role of the EC within the energy policymaking process, McGowan portrays a 

very active role in the formation of the internal and external policies. The EC has been  

promoting energy market liberalization internally and externally and when faced with the tide of 

energy nationalism its response has been remarkably active adopting even more assertive 

measures which in some cases were targeting Russia’s gas giant Gazprom and they were 

criticized by governments and companies. The paper concludes that despite some successes 

particularly with countries that seek to enter the EU, the market liberalization strategy has been 

facing constrains from EUMS with different energy interests as well as from outside the EU 

borders84. The paper offers some very useful insights of the EU energy policy making the role of 

the EC. It would be particularly interesting however to reflect the role of the EC to other major 

EU institutional players, namely the European Council, the EPand most importantly the Council 
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of the EU. 

In his paper “EU Energy Policy under the Treaty of Lisbon Rules. Between a new policy and 

business as usual”, Braun (2011) sheds light on the role of the EU Institutions in the energy 

policymaking and he highlights the lack of coherence among the EU Institutions. After analysing 

the new distribution of roles and competencies among the European Council, the EC, the Council 

of Ministers, and the European Parliament, he sketches internal conflicts among EU Institutions, 

as for example between the Council of Ministers and the Commission in the external dimension 

of energy which he considers as an inheritance from the period prior to the Lisbon Treaty. In 

parallel, while the treaty offers new opportunities for external representation, issues such as 

coordination and international representation have not been solved and they have become even 

more complex due to internal competition and competency overlays85. 

Correljé and Van der Linde (2006) examine the EU energy security landscape in the context 

of two different storylines. The first, Markets and Institutions, is based on political and economic 

integration as well as on the power of markets and institutions. The second storyline is entitled 

Regions and Empires and it entails a geopolitical approach, based on mercantilist principles. 

According to the authors, the EU is geared towards the first narrative, yet the present world leans 

towards Regions and Empires. Inevitably, this gives birth to challenges with regard to stability of 

energy supply in Europe with the authors suggesting a reorientation of the European energy 

security strategy that will incorporate strategic elements and therefore will be embodied to the  

EU external trade and foreign relations and security policy86. 

According to Metais (2013), after the dissolution of the USSR the spread of the liberal values 
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led the subsequent domination of market-based approaches in the EU energy policy. The Ukraine 

gas crises in 2006 and 2009 however made apparent to the EU leaders that not all countries play 

by the same rules. This led to a common understanding within EU that when it comes to security 

of energy supply, market integration and liberal institutionalism suffers specific fallacies. He 

notes that the problem becomes more serious since Russia, the main supplier of energy for the 

EU, does not subscribe to the European liberal paradigm87. 

In the book The EU-Russian Energy Dialogue, the authors examine the EU attempts to  

ensure energy security within the context of its relationship with Moscow. While recognizing the 

importance of oil in Europe’s energy structure Aalto and Westphal underscore the importance on 

natural gas as well. Emphasis is put on North Europe while the integration of the new EU 

member states, which are largely dependent on Russian energy, is taken into account. Apart from 

the basic structure of the EU-Russia energy dialogue, perceptions and alternatives for every side 

are presented. Despite the presence of alternative energy suppliers and transportation routes the 

book emphasizes the special relationship between Russia and EU which has resulted in a less 

normative approach on behalf of Brussels. What is more, the authors highlight the rising national 

concerns on energy security and they contrast the cohesion deficit in the EU energy security 

decision-making mechanism with the Russian pragmatism. 

According to Aalto, in the eve of the new millennium the EU has emerged as a new political 

agent and it has become a salient point of reference with respect to European energy policy 

making. The EU has established an energy dialogue with Russia whose energy supplies have 

also become pivotal to Europe. Despite the emergence of the EU as a key agent, Aalto notes that 

                                                           
87 Raphaël Metais, “Ensuring Energy Security in Europe, The EU between a Market-based and a 
Geopolitical Approach,” (EU Diplomacy Paper, College of Europe, Department of EU International 
Relations and Diplomacy Studies, 2013), 3-31. 



63 
 

the EU still suffers from old energy concerns as uncertainty on the availability of future energy 

supplies and complexities over the nexus between physical availability, price sustainability, and 

environmental degradation persist. Furthermore, he observes increasing polarization within the 

EU Members States, especially after the 2004 enlargements, which touches upon the realization 

of the EU energy policy88. 

Aalto takes a very novel theoretical approach and he uses a new political sociology approach 
 
to energy policy research, which is the analytical use of narratives and he identifies the 

analytical separable contexts, the economic co-operation narrative and the politico-normative 

peace  project narrative. With respect to the EU-Russia energy dialogue he argues that both 

narratives co-exist in addition to some counter narratives and some less prominent narrative 

ingredients. Among others, he makes an interesting observation on EU approach on energy 

security and its importance noting that in 2000 the EU tried to decouple its usual normative 

approach from politics as it covertly delinked economic questions from political ones in its 

relations with Moscow while it also relaxed political conditionality clauses for economic 

cooperation. These exceptions have sent a clear signal of dominance of the  “economic co-

operation narrative”. 

In chapter 3 Morozov unravels the political implications of the EU-Russia energy dialogue 

but this time he focuses on Russia offering some useful insights, as the majority of related 

research tends to focus on the European side. Contrary to the mainstream belief, Morozov 

challenges the argument that Russia has been always an actor with a coherent energy agenda 

noting that until 2005 the cabinet and key ministers were divided into liberals and economic 

nationalists. He also stresses that after 2006, the Russian state consolidated its grip over energy 
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resources which have been considered as of strategic interest 89 . In line with Morozov, 

Tkachenko argues that the Russian Presidential administration has played a key role in shaping 

the country’s energy policy. For the Russian leadership oil and gas is not just one more ordinary 

commodity. That is what Putin sought a leading role for the state in the energy sector. 

Furthermore, Tkachenko offers a comprehensive analysis of energy important regions in the 

Russian Federation and he studies the role of key ministries and energy regions90. 

The tight control of Russian state on the energy sector did not come without cost as it 

damaged Russia’s credibility as an energy supplier to the EU. Furthermore, Morozov identifies a 

series of structural problems, which impede the attempts of Russia to increase its action capacity 

within the EU-Russia energy dialogue, such as the impact of the Russian-Ukrainian gas crisis, 

and the modality of the overall EU-Russia relations. Within this context, he also makes a very 

interesting argument that the identity of each side becomes crucially dependent on the image of 

the other side as a geopolitical competitor or even an adversary. As a result, while the image of 

the EU within the Russian discourse was widely positive in the 1990s it has been transforming 

into an undifferentiated West that is antagonist to Russia. Considering that the specific volume 

was  published  in  2008,  prior  to  the  Russian  invasion  in  Crimea,  and  the  2009  and 2014 

Russian-Ukrainian gas crises, this argument becomes of considerable validity and 

importance91.Tatiana Romanova, in turn, approaches the EU-Russian energy dialogue from a 

strategic as well as a regional level with respect to the North Europe region. Romanova 
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contrasts the EU energy approach towards Moscow which is based on market principles. 

Finally, she stresses out that the strategic level energy discussions between the two actors are 

transformed into down-to- earth synergies at a regional level and she analyses patterns of 

cooperation and competition at North Europe. Among others pipeline politics have paved the 

way for energy cooperation such  as in the case of the construction of Nord Stream while at the 

same time they have prevented cooperation in the name of national security. For the Polish, 

Lithuanian and Latvian authorities the Nord Stream agreement was a clear violation of EU 

solidarity. 

The fact that the EU fails to speak with one voice is underscored by Westphal which 

examines the role of Germany in the EU-Russia energy dialogue. In particular, she argues that 

Germany has pursued its own energy interests deviating from the EU putting emphasis on a 

German-Russian strategic alliance. Westphal takes a critical approach noting that for a number of 

EU Member States the major principle of the EU energy security strategy which is  

diversification of energy supplies means nothing less than reducing their dependence on Russia, 

a goal which is undermined by Germany’s exclusive energy relations with Russia. On the other 

hand, he stresses that although the German preferences for concrete energy products and strong 

state involvement are endemic to geopolitical energy approaches, Berlin has contributed to the 

de-politicization of energy security within the EU by giving primacy to economics over 

politics92. 

Aalto concludes that stronger interdependence between EU and Russia will not lead to closer 

integration. He observes that there is an increasing recognition among EU Member States that 

energy security falls within the scope of national security and they raise it to the level of high 

                                                           
92 Kirsten  Westphal,  “Germany  and  the  EU-Russia  Energy  Dialogue,”  in  The  EU  Russian  Energy 
Dialogue: Europe’s Future energy Security, ed. Pami Aalto (Surrey: Ashgate, 2012), 93-119. 



66 
 

politics. This, from one hand, will diminish the role of the EU institutions yet it can serve as a 

stimulus for deeper EU integration. The big question for Aalto is whether geopolitics will dictate 

EU-Russia energy relations and if this may lead to energy supply disruptions. What he claims is 

that Russia should be expected to remain pragmatic while the EU needs to consider geostrategic 

factors when leading with Moscow something that will most likely affect its relations with transit 

and neighbouring countries. Towards this end, Aalto recognizes that with respect to the 

realization of a pan-European energy policy four obstacles need to be overcome: 

1. Sovereignty and geopolitics prompt states to opt for national policies and bilateral 

partnerships, deviating from EU policies. 

2. Asymmetry of power resources between EU Member States. 
 
3. Bilateralism which although it might be a useful additional track for dialogue, yet it can 

undermine shared energy interests. 

4. Imperfect commitment to principles jointly held among EU Member States93. 
 

Following the Russia-Ukraine gas crisis and the Kremlin’s attempt to circumvent the South 

Gas Corridor promoting the construction of South Stream, Baran (2007) published paper calling 

the EU to put an end to Russian energy leverage. In her much-cited work, the author takes a very 

critical approach towards Kremlin as well as towards the inability of the EU to tackle effectively 

with the Russian assertiveness. 

She points to the lack of continuity among EU Member States, something which Moscow has 

been using in as it applies divide and conquer strategy. Baran raises the alarm to the EU arguing 

that Russia has been able to block European attempts to establish transportation route for 

Caspian and Central Asia. She underscores further externalities  stemming  from  the  Russian  
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leverage  and  the  EU  inability  suggesting  that  the European dependency erodes the EU 

support for states which play an incremental role in its energy strategy, such as Azerbaijan, 

Kazakhstan, Turkmenistan, and Ukraine. Interestingly, she adds that the Russian leverage 

impacts the effectiveness of the Russian companies as the latter, because of their close links 

with the state, are often prompted to make decisions and adopt strategies which do not make 

or make little economic  sense. 

Against this backdrop, Baran suggests that the EU should beat Russia at its own game and 

establish a more coherent framework which will allow the successful construction of pipelines 

that connect the two regions. Towards this end, she suggests the inclusion of the EU energy 

policy within the framework of the Common Foreign and Security policy a position actively 

campaigned on behalf of the EU energy commissioner Andris Piebalgs. On the other hand, 

she questions the prospect of such a development questioning the willingness of EU 

Member States to cede further sovereignty to  Brussels.  Furthermore, she suggests that the 

entire EU should exhibit firm political commitment towards engaging the Caspian Sea in order to 

foster the interest of the respective Caspian states as well as to encourage Western energy 

companies to invest in the region. It needs to be stressed that Baran recognizes that the EU will 

keep importing gas from Russia as there is no alternative solution to the  supplies delivered by 

Russia 94 . On the other hand her analysis, although analytically correct from a geopolitical 

perspective, lacks any approach from an economic perspective. 

Analysing the disunity in the EU energy policy towards Russia, Kratochví and Tichý (2013) 

sketch a division between new and old EU member states in terms of both their policies and their 

dependence on Russia. The authors argue that while there is asymmetry in the relations between 
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Russia and the old EU member states, when it comes to the new member Kremlin has a much 

more favourable position. Kratochví and Tichý find that under the Lisbon Treaty the division of 

competences has been clearly defined yet the practical functions of the engaged EU institutions 

remains problematic. In line with McGowan however, they recognize that the EC is gradually 

becoming more important and they stress that as the latter has been trying to influence bilateral 

agreements between EU Member States and Russia, the room for manoeuver for EU national 

governments has been diminishing. The paper studies the energy security relations between 

individual EU states and Russia and it explores the main approaches and discourses. Towards 

this   end,   it   discovers   three   basic   discursive   complexes,   the   integrations   discourse, 

the liberalization discourse and the diversification discourse95. 

     Examining the internal dynamics in the process of the energy security policy development 

Maltby (2013) explores the constellation of power between the EC and the EU Member States. 

The paper is the outcome of the study of a comprehensive list of primary and secondary 

resources in tandem with interviews from EU institutes’ officials. 

The basic finding of the author is that the Commission has been advocating for the 

diversification of energy supplies, yet it was not until the last decade that these efforts bore fruit. 

Maltby considers the enlargement of 2004 and 2007 as largely beneficial for the Commission as 

it has entered into a mutually beneficial and reciprocal relationship which has increased its power 

base and aids its energy policy initiatives vis-à-vis more confrontational relations with the larger 

states. Within this framework, Maltby recognizes multiple channels through which the 

Commission as a supranational policy entrepreneur, can shape energy policymaking and 

communicate with the EU Member States. 

                                                           
95 Petr Kratochví and Lukáš Tichý, “EU and Russian discourse on energy relations,” Energy Policy 56 
(2013): 391-406. 



69 
 

Furthermore, he considers the 2006 and 2009 Russia-Ukraine gas crises as a game changer in 

the Commissions energy policymaking capacity. In particular, he stresses that until 2006 the EU 

energy policy remained characterized by its member states’ sovereignty. The 2004 and 2007 

enlargements and most importantly the gas supply disruptions of 2006 and 2009 paved the way 

for the Commission to shift the Member States’ perception to the issue of over-dependence on 

Russian gas. Interestingly, Maltby concludes that an important factor in explain the flourishing 

competence of the EC was that it played a role in the gradual social construction of energy 

dependency as a problem. Furthermore, he suggests that the Commission exploited the 2006 and 

2009 disruptions’ “policy window” and coupled specific policy measures  with  the problem   of 

energy dependency which was already in the policy stream96. 
 

Dickel et al. (2014) on the other hand offer a different approach on the EU primary goal to 

reduce dependence on Russian gas. The authors distinguish geopolitics from economic and legal 

approaches on natural gas security and in this perspective they have attempted to fill a gap on the 

EU-Russia energy security relations that has opened up in the event of the Russia-Ukraine gas 

crises. They adopt a critical standpoint against what they call “simplistic judgements by political 

and media commentators on the possibilities of a rapid reduction of Russian gas exports to 

Europe”. 

The authors argue that there is limited scope and possibility for reducing overall reliance on 

Russian gas before the mid-2020s. They support their thesis with arguments which are based on 

economic terms and legal clauses. For example, when analysing the prospects of reducing gas 

imports based on contracts between Gazprom and EU companies, they claim that one needs to 

keep in mind that these contracts have a duration ranging between 10 to 35 years and they 
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include take-or-pay clauses at the level of 85% a duration ranging between 10 to 35 years and 

they include take-or-pay clauses at the level of 85% until 2008 and thereafter it will be reduced  

at 70%. As a result, European Companies are already committed to buy more than 125bcm of  

gas in 2020 and approximately 70bcm in 2030. Failing to meet the purchase commitment would 

have grave consequences for the EU companies as they would be subject to arbitration claims 

that would be equal to tens of billions of euros, at least. 

Regarding the prospects of accessing Caspian gas, they argue that EU is a latecomer in 

Turkmenistan with Russia and China maintaining a strong foothold in the specific country. 

Furthermore, they doubt the prospects of future EU-Turkmenistan gas due to deals considerable 

legal and technical problems. All in all, the authors conclude that regardless of the political 

relationship between Russia and the EU or the EU Member States, maintaining their natural gas 

partnership is of utmost importance for both sides and hence it should be carefully managed. 

Towards this end, the stress out the need for the two sides to tackle the problems of Ukraine as a 

transit state as well as that of South Stream97. Given that the project of South Stream has been 

shelved after the publication of the specific paper, we could suggest that the authors would 

suggest today a more efficient management of the Russian proposal for the construction of the 

Turkish Stream as well as the Russian concerns on the Southern Gas Corridor. 

In the book “Engaging Central Asia, The European Union’s New Strategy in the heart of 

Eurasia” (2008), Melvin together with a number of contributors analyse the rejuvenate EU 

interest in Central Asia which Melvin regards as a significant attempt which comes rather late.  

As a first step the book explores the implications of the security challenges in Central Asia for 
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the EU strategy of engagement towards the region. According to Kimmage, a key point is the 

different perceptions on security as most Central Asian states are non-democratic. As a result, 

national elites in the specific countries tend to view as a threat anything that might undermine 

their power and this might lead to the situation where something that will be considered a 

security challenge for the EU, might be deemed as a desired outcome in Central Asia and the 

opposite. 

According to Melvin, the EU has been facing a strategic challenge in its external policies 

which stem from the rise of Russia, China, and India and he suggests that if it is to remain a 

serious global actor it will need to engage in difficult regions further than its immediate 

neighbourhood while maintaining its true values. Within this framework, Melvin recognizes 

security challenges and energy opportunities in Central Asia, a region where he claims that the  

EU has played a marginal role and now it is seeking to upgrade its presence. Among the Central 

Asian states, attributes a leading role to Kazakhstan predicting that it will emerge as the most 

powerful nation due to its vast energy resources and the strong commitments to economic 

reforms. As far as Turkmenistan is concerned, he underscores the contrast between the EU 

interest in the country’s gas deposits and the European commitment to the values of human 

rights and democracy98. 

According to Kassenova, the EU strategy towards Central Asia as adopted in 2007 includes 

concrete proposals on issues where hard decisions need to be taken, while for hot topics the EU 

lacks enough leverage and as a result no clear-cut proposals have been made. Energy falls within 

this context with both sides seeking for moving away from Russian dependence. Therefore, the 
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questions for the EU are how to build a constructive relationship with an increasingly assertive 

Russia without antagonizing and whether to engage Central Asia towards a strategic partnership 

or let the region to Russian control or Chinese influence. Kassenova questions sustainability of 

the multi-vector approach of Central Asian states as Russia has been too assertive while China 

does not serve as a model for the transformation of the region in to a properly functioning 

political block. As the two actors cannot guarantee long-term prosperity of Central Asian states, 

the latter need a greater EU engagement. While one cannot deny that there is some space for the 

EU the analysis on the lack of compatibility of the multi-vector strategy to the ongoing 

circumstances in Central Asia has not been fully convincing. After all this, the very essence of 

multi-vector strategy is not becoming too dependent on a single state. 

Regarding the development of energy links between EU and Central Asia, Kassenova 

believes that the EU has some leverage in the region as the Turkmen gas fields cannot be 

developed without western participation. Furthermore, she suggests that Brussels can negotiate a 

legal framework with Russia regarding its transit that will take facilitate access to Central Asian 

energy resources.  Finally,  in  her policy recommendations,  she highlights  the importance of   a 

transport corridor connecting EU with Caspian resources, arguing however that it will be hard  

for such project to succeed without some form of Russian cooperation99. 

Focusing on Turkmenistan, Denison argues that the latter has little to offer to the EU 

characterizing it as a fairly reliable source of natural gas, LNG and Caspian oil. Given recent 

developments in the specific country, this description does not reflect reality without denying 

challenges that need to be addressed when we consider Ashgabat as an energy supplier. The 
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author suggest that Brussels should understand that its Turkmenistan strategy will not bring a 

short-term pay off and that the EU can take advantage of its technological prominence and assist 

on   technical   governance   issues.   In   addition   Ashgabat   analyses   an   internal   debate   in 

Turkmenistan regarding the orientation of the country’s energy exports as a number of prominent 

energy players are already present such as China and Russia, while others such as the EU seek to 

penetrate the specific energy market. What is more, the long running territorial dispute with 

Azerbaijan is a major impediment for Turkmenistan’s energy exports strategy with Denison 

noting that the EU can contribute as a mediator100. 

Fernandes  and  Simão examine  the  EU  policy  for  Eurasia  vis-a-vis  Moscow  naming the 

region as the “last “frontier” of EU-Russia relations”. They note a paradox occurring since the 

re-election of President Putin in 2004, as on one hand, the modes and domains of cooperation 

between Russia and EU are fairly advanced, while on the other hand, their political relationship  

has deteriorated failing to reach the level of a strategic partnership. 

Regarding Central Asia, they characterize it as a complex case for EU and they highlight 

specific drawbacks in the EU policies for Eurasia. First, they note that the EU is not a traditional 

foreign policy actor stressing the diverse perceptions and interested between European national 

and institutional actors as well as the “wars for influence” between the EC and the Council. This 

leads to the second problem which is that the EU has yet to define a concrete geostrategic policy 

for its neighbourhood giving instead priority to the promotion of law, and human rights. This is 

incompatible with the elites and governments in Caucasus and Central Asia who rely on 

geostrategic calculations and balance of power politics. 
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According to the authors, energy is at the core of competition between EU and Russia noting 

that while the assertiveness of President Putin should not allow misleading conclusions that 

Europe is simply a dependent party as Russia is equally dependent to Russian markets. On the 

other hand, they stress the usage of energy as a political leverage confirms the coherence and 

strategic consistency of Moscow’s foreign policy. Regarding the management of their energy 

interdependence they believe that it is a political issue underscoring specific weaknesses in the 

EU strategy stemming from the lack of coherence, the adoption of national and bilateral 

solutions. What is more, they note that the energy security approaches of Russia and the EU have 

become divergent with Moscow seeking to protect the strategic sector of energy for the benefit 

of the Russian Federation while Brussels has been pursuing the development of a market-ruled 

energy sector. Finally, they conclude that a EU-Russia competition has been taking place with 

Kremlin offering privileged policies to Central Asian states and consequently undermining 

Brussels’ energy diversification  strategy. According to Fernandes and Simão, energy can 

redefine relations between Russia, West, and Eurasia101. 
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2.1. China’s Energy Security Strategy 
 
As both China and the EU are among the most prominent energy players there is an extensive 

literature of scholars examining their energy security strategies. A big number of scholars start 

their research sketching the Chinese energy landscape and describing Chinese energy markets 

and future challenges. Xu, claims that, because of skyrocketing economic growth, China faces 

serious energy security challenges which threaten economic development and political stability, 

unless measures are taken to improve the efficiency of the energy industry and the energy 

market. She provides a detailed analysis of the Chinese energy landscape in a historical context, 

criticizing the aggressive Chinese energy security strategy102. 

Leung (2011) in turn, breaks down China’s energy consumption mix and he challenges  the 

mainstream approach that the industrial sector is the biggest driver behind China’s booming oil 

needs, highlighting the growing role of the transportation sector. Leung introduces a very 

interesting term, “the conceptualization of energy security with Chinese characteristics” arguing 

that when China became a net oil importer in 1993 the memories of energy shortages in the 

1950s stemming from the country’s dependence on energy imports sparked the flame of energy 

insecurity among top leaders. In order to maintain its’ political legacy the CPC must maintain 

high levels of political and social stability which sets economic development as a prerequisite. 

The latter however cannot be met without securing the uninterrupted flow of energy at 

affordable prices with the pricing issue however not gaining much attention from the Chinese 

leadership103. 
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The patterns in Chinese energy consumption, production, and imports have been very 

dynamic and this has been reflected to Chinese energy policymaking process as well as 

topolicies as reflected in official documents and mainly the country’s Five–Year Plans. In his  

paper “A Chinese View of China’s Energy Security” Cheng (2008) assesses the energy situation 

in China together with the adopted policymaking programs. The starting point of the specific 

paper is to examine how China perceives its energy security status and what have been the 

respective institutional developments within the country. Leung discusses policy documents such 

as the 2003 “Twenty-First Century Oil Strategy”, the “China Energy Report (2006)-Strategy and 

Policy Research”, and the 11th Five-Year Plan. The author projects some forecasts of China’s 

energy supply and demand growth combined with growth and population forecasts lamenting the 

lack of alternative scenarios in case Beijing fails to implement its energy strategy. Leung pays 

more attention to the domestic energy strategy where he focuses on three issues, energy 

conservation, development of renewable energy resources and economic development strategy as 

he considers them of prominent importance104. 

More recently, Wu (2014) published a paper entitled “China’s energy security: Oil and  gas” 

which also covers at the beginning the Chinese energy mix and policy developments. Wu 

identifies three dimensions in China’s energy security, environmental, military and economic, 

yet the paper focuses solely on the economic dimension. The paper examines China’s evolving 

energy security strategies since the late1900s offering a thorough analysis of policy goals and 

measures as articulated in the all three Five Year Plans  (10th, 11th, and 12th). Wu stresses out 

that energy  security  has  become  a  key  priority  since  the  late  1990s  with  scholars  and  
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experts suggesting a series of policy recommendation covering all facets of China’s energy 

policy making. The 11th Five Year Plan put even greater emphasis on energy security focusing 

on managing energy growth and energy transportation. The 12th Five Year Plan reflected 

China’s shifting interest towards energy consumption issues as well as the development of 

unconventional energy resources. Finally, Wu examines three key issues in China’s energy 

security strategy, energy investments, unconventional oil and gas development, and strategic 

petroleum reserves. With respect to the former, Wu finds that the long-term prospects are 

promising despite occurring challenges which Wu characterizes enormous105. 

One of the distinct characteristics of Chinese energy security is the large number and the 

diverging interests of actors which participate in the energy policymaking process. This is 

partially due to the fact that China for most of the recent years does not have a supervising 

Ministry of Energy. Xu (2006), argues the lack of a national energy agency policy coordinator is 

a serious drawback in the Chinese energy security strategy. The author identifies energy security 

as primary a domestic political problem for Beijing and she acknowledges that it has important 

implications at a domestic and international level106. 

Among all actors of Chinese energy policymaking process, national oil companies (NOCs) 

are of particular interest because they serve as an intersection of energy security concerns. While 

their leadership is mainly concerned on the companies’ profitability, political and bureaucratic 

actors often prioritize access to energy resources over profits. Ma and Speed (2006) study the 

quest of the Chinese NOCs for energy resources abroad. The identify China’s outward looking 

strategy for energy as a market-based approach and they argue that behind the NOCs’ strategy lie 
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government as well as corporate drivers. Despite the pressure exerted to NOCs by the CPC 

leadership the authors stress out that each company has its own corporate interests. Furthermore, 

the authors question the widely-accepted argument that the energy resources  owned  by NOCs  

belong to  the state as  well  and  that  NOCs  will  be readily available in times of crisis and 

serve national interests. The authors highlight two important factors, the reorganization of the 

NOCs in the late 1990s and their exposure to the international environments via their trade and 

investment expeditions. Finally, the paper suggests that while the Chinese NOCs will further 

expand this should not pave the way to frictions and contingency strategies107. 

When researching the domestic energy politics in China and the nexus between Chinese 

NOCs and the state, the book “The Domestic Dynamics of China’s Energy Diplomacy” written 

by Chi Zhang (2016) is one of the most useful and comprehensive sources. The book studies the 

interaction between the Chinese government and the NOCs with its main arguments being that  

as China’s energy needs evolve, the Chinese government and the Chinese NOCs become 

increasingly intertwined and that this interconnection should not be underestimated. Energy 

diplomacy pursued by Beijing contributes to the state’s national interests and it helps CPC to 

maintain its legitimacy while on the other hand Chinese NOCs’ corporate interests help the firms 

to make profits and meet their long-term strategies. The two actors however need each other 

because Beijing’s energy diplomacy is beneficial for NOCs while NOCs transnational operations 

improve China’s energy security and serve as an energy security platform. 

Furthermore, Zhang approaches the domestic dynamics of China’s energy diplomacy as well 

as the state-NOCs nexus from three different theoretical frameworks: 

1. Realism that focuses on the government’s energy security and national security 
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concerns. 

2. Liberalism which pays more attention to the NOC’s role in a pluralized energy 

policy making process. 

3. Marxism which highlights the NOCs’ influence over the Chinese government’s 

policy making. 

After identifying major threats to China’s energy security, the author sketches the Chinese 

energy decision-making mechanism and the patterns in energy consumption and production in 

China. In chapter 4 the Zhang studies China’s energy diplomacy and the NOCs’ overseas 

expansion studying also the case of Central Asia while in the next chapter he analyses Beijing’s 

perceptions of international containment efforts against its’ energy security policies and  he 

offers a detailed analysis of the interaction between the government and the NOCs presenting 

paying special attention to the process of decentralization of authority from the government to 

Chinese NOCs during the reform period. In line with other authors, Zhang considers the NOCs- 

government interaction to be a two way process and he identifies several channels through which 

the government influences NOCs and vice versa108. 

Another article about Chinese NOCs with high analytical value has been written by Downs 

(2007) and it is entitled “Who’s Afraid of China’s Oil Companies”. Down argues that CPC 

controls NOCs through several tiers of control. On the other hand, the largest companies, namely 

China National Petroleum Corporation (CNPC), China Petroleum and Chemical Corporation 

(Sinopec), and China National Offshore Oil Corporation (CNOOC) have gradually gained more 

power and autonomy through foreign stock exchange listings, the establishment of global 

business portfolios but also due to their skyrocketing energy revenues. Downs provides specific 
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examples that help the reader understand how NOCs maintain an important part of the autonomy 

delineating at the same time how the party–state keeps them under control through multiple 

sources of influence. On the other hand, she stresses that in the nexus between NOCs and    state 

the influence is exercised towards both directions as NOCs have also the power to shape policies 

and manipulate the decision-making process. She claims that China’s energy sector is “one of 

“strong firms and weak government,” with ‘strong’ and ‘weak’ referring to capacity, not 

authority”. In the largest part of the paper, the author challenges some mainstream approaches 

which are close to become stereotypes such as that “Chinese NOCs will take over the world” or 

that “Chinese NOCs are removing oil from the world market”. By rejecting these arguments, 

Downs offers a very enlightening analysis on how Chinese NOCs operate, what are their main 

objectives and how do they respond to the power game with the state109 

According to Andrew Kennedy (2010), an ongoing debate has been taking place in 

China with respect to energy security. The issues at stake are China’s energy external 

dependence, the role of pipelines in the Chinese energy security strategy, the relationship 

between Beijing and the international institutions such as IEA, and security of sea lines of 

communication 110. Again, Downs (2004) discusses the unfolding debate among the most 

important actors within the Chinese energy policymaking process. She argues that despite the 

interest among international community in China’s energy security, little attention is paid to 

the debate inside China regarding the optimum approach to energy security. According to the 

author, the basic actors which can be identified are the following: 

1. Oil companies 
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2. The State Development Planning Commission 
 

3. The State Economic and Trade Commission 
 

4. The Ministry of Foreign Affairs 
 

5. Military 
 

6. The Development Research Centre 
 

7. The Energy Research Institute. 
 

8. Foreign policy research institutes 
 

9. Academics 
 

10. Media 
 

The above-mentioned actors have different perceptions on what constitutes energy security 

and they also pursue different agendas within the energy policymaking process. Furthermore, 

their overall understanding of security and politics has been shaped by different influences and 

hence it should come as no surprise that they support different goals and policies. Downs 

describes how the energy debate that take place in China has different characteristics as it 

usually takes place behind closed doors while economic issues are more likely to be discussed  

as opposed to sensitive issues of national security. The paper is also critical towards the lack of 

Ministry of Energy and suggests the adoption of the fragmented authoritarianism model in order 

to understand Chinese energy security decision-making process. 

Downs identifies three major sources of energy insecurity, oil price fluctuations, the 

possibility of a US deliberate energy supply disruption as well as an attempt by Washington to 

undermine the Chinese energy security by influencing oil-rich countries to limit their energy ties 

with Beijing. It needs to be stressed though that in this brief presentation of these energy security 

concerns, the author does not assess the plausibility of these threats, although their mere 
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perceptions is rather enough to produce policy responses and she also omits to include 

environmental factors such as the Chinese interest in reducing carbon dioxide emissions. Finally, 

the papers assesses the debated energy policy initiatives, namely strategic petroleum reserves 

overseas energy investments, transnational oil pipelines, oil diplomacy, presenting solid 

arguments from both sides111. 

Cao and Bluth (2013) in turn, identify two different trends in China with the dominant trend 

being represented by traditional approaches which support measures through military and 

diplomatic power, energy monopoly, control of production and exports. The authors however 

argue that the strategic perspective remains the dominant power despite increasing attempts of 

Chinese political elites to adopt constructivist and liberal values in the approaches that promote 

cooperation112. 

In his book “The Domestic Dynamics of China’s Energy Diplomacy” Zheng attempts to 

identify the major challenges to China’s energy security and the respective adopted measures. 

He finds that there are three major discourses of energy security: 

1. The oil supply discourse which is the mainstream discourse in China and it considers oil 

2. The strategic-capacity discourse which deems the country’s limited overseas strategic 

ability as the most important problem calling a military build-ups that will protect 

China’s strategic interests. 

3. The energy efficiency discourse which claims that the key issue for China is its low 
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energy efficiency performance113. 

With respect to China’s energy insecurity, one of the most discussed concern is the so-called 

“Malacca Dilemma” as a big number of Chinese key players within the energy policymaking 

field consider that the US-controlled Malacca Strait are China’s energy security Achilles’ heel. 

This concern stems from speculation that in the event of a Sino-American military stand-off the 

US navy  might potentially block Chinese energy shipments at this particular waterway. Zhang 

(2011) analyses the strategic importance of the Malacca Strait as an energy bottleneck and like 

many other scholars he divides the Chinese initiative to supply-side and to demand-side efforts 

while he pays special attention to the strategic importance of Arctic oil as an alternative 

transportation route and as a possible energy destination 114. The author, however, does not 

provide any counter-arguments with respect to the credibility of the “Malacca Dilemma”. 

Kennedy for example claims that “the Malacca dilemma is rather far-fetched and he questions 

the added value brought by the Chinese military naval build-up as a response to it115. 

In line with other scholars, Zhao (2008) identifies two major approaches on energy security, 

market-orientated and strategic-centered approaches admitting however that market-orientated 

approach have not gained much momentum during the post-Mao period of reforms simply 

because energy security was “too important to be let to market forces alone”. The author 

provides some vivid examples, which sketch out how the Chinese leadership considers energy 

security as an issue national security such as the respective comment given by Hu Jintao in 2002. 

The paper analyses the relationship between China and its’ most important energy partners and it 
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highlights the holistic approach adopted by Beijing which seeks to exploit, develop, and even 

finance energy related projects. This strategy is particularly welcome by China’s resource rich 

and cash-strapped energy partners in Africa and Latin America. 

Special attention is paid to Central Asia which Zhao puts within the context of China’s 

neighbouring policy. According to Zhao, the economic opportunities for the rapidly growing 

Chinese economy, the emergence of the “New Asianism” and the development of regional and 

sub-regional blocks have been the driving forces behind China’s decision to reinvigorate its 

neighbouring policy. When it comes to Central Asia, China’s thirst for energy together with the 

need to improve border stability and tackle instability in the Xinjiang province have led Beijing 

to foster its ties with Central Asian countries. The establishment of the Shanghai Cooperation 

Organization (SCO), the promotion of energy deals, and the construction of pipeline networks 

have been part of China’s strategy towards the region. The author however notes that the Chinese 

global quest for oil and gas has spurred concerns among other countries and it has also led to 

territorial disputes and regional frictions in the Asia – Pacific116 

For a number of scholars, China has been pursuing a strategy of hedging in order to tackle 

energy security risks. One of the most prominent figures in the field of energy hedging is 

Tunsjø who uses the concepts of hedging and risk management in order to examine the driving 

forces behind the growing energy outreach of China and its national oil companies. In his book 

“China’s Security and Profit in China's Energy Policy” Tunsjø rejects monolithic approaches 

which traditionally have fallen into one of two camps, and he offers a differentiated perspective 

arguing that Beijing’s strategy consists of a mix of strategic and market approaches which he 

labels as hedging strategy. According to Tunsjø, a hedging strategy seeks to tackle uncertainties 
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combining elements of cooperation and competition.  Therefore, he claims that China holds 

more cards up its sleeve than most Western analysts realize, in order to hedge against all 

possible scenarios of energy insecurity regardless if they stem from strategic or market-based 

approaches. Among others, he argues that Beijing is careful not to provoke Washington and 

towards this end, it combines strategic and market-based approaches. In parallel, Tunsjø 

recognizes the need to further develop the concept of hedging in energy security in order to 

maximize its conceptual and operational utility. Furthermore, he distinguishes between wartime 

threats and peacetime risks, explaining how hedging can serve as an insurance policy. 

After setting the conceptual framework based on hedging and risk management, the book 

applies the concept of hedging on China’s domestic and international energy politics. In 

particular he examines China’s domestic energy sector, its global search for oil safeguarding 

seaborne petroleum supplies, and China's petroleum strategy towards Asia. The author offers a 

very comprehensive analysis of strategies, domestic and foreign policy choices as well as the 

interaction between various energy actors and respective policy tools. 

Among others, he casts doubt as to how much energy security the construction of pipelines 

brings to China, a question which is of great interest for the dissertation. His main argument is 

that in the short run pipelines can be a useful hedging strategy against energy price volatility yet 

in the long-term pipelines are not sufficiently reliable against energy supply disruption shocks as 

they are vulnerable to terrorist attacks, theft, and various technical problems. Therefore, Tunsjø 

notes that they do not necessarily bring more energy security to China as compared to seaborne 

transportation of energy. The author also challenges the much-cited argument that in  the event 

of an international crisis China will be relatively better-off because the government can instruct 

its NOCs and the state-owned fleet to bring their oil production to Mainland China. Tunsjø 
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also claims that this is a moot point because oil trade is bound by contracts with very strict 

escape clauses117. 

For Tunsjø, hedging is a strategy that helps China protect itself against pitfalls of both 

strategic and market-based approaches. He considers hedging as a very useful strategy against 

wartime as well as peacetime supply disruption risks. As far as cross-border pipeline networks 

are concerned, he highlights their importance during military crises but also their vulnerability 

during peacetime. He argues that the essence of hedging which is reflected in the logic of “never 

putting all eggs in one basket” is reflected in these pipelines as China balances between the 

strategic dimension of energy and market interests, sacrificing commercial interests in the   name 

of security of energy supply118. In parallel, however, he recognizes that energy hedging is a 

rather under-researched concept highlighting the need to further develop the concept of hedging 

in energy security in order to maximize its conceptual and operational utility. 

The specific book is very successful in analysing the nexus between energy security and 

hedging and also in identifying the interrelationship between security and profit in China's 

energy-security policy. Thus, it offers valuable insights into China’s energy security strategy. 

On the other hand, Andrews-Speed suggests that the book implicitly claims that China’s 

hedging strategies are part of a "grand plan" which has been composed at the highest level of 

government, contrary to the opinion of many specialists who argue that decision-making in 

China can be better described as a "muddling through" process.  Furthermore, Andrews-Speed 

claims that the book does not analyse thoroughly the cost of the hedging strategy and most 
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importantly, its efficiency, an issue that will be discussed at the last part of this dissertation119. 

In their paper “Great Powers and Strategic Hedging: The Case of Chinese Energy Security 

Strategy” Tessman and Wolfe (2011) introduce the concept of strategic hedging which is a very 

interesting version of hedging. According to the authors, strategic behaviour entails high 

financial toll, it is a balance between confrontation and engagement and it seeks to hedge against 

scenarios of military confrontation or when it is anticipated that the leader of another country 

will disrupt the supply of specific public goods. Next, the authors use the case of China’s energy 

security strategy   as   an   illustrative   example   examining   energy investments,  transnational 

pipelines, strategic petroleum reserves, oil diplomacy120. Tessman and Wolfe are in line with   

the majority of  scholars  as  they  examine  China’s  hedging  exclusively as  a  strategy against   

US ignoring other risks against which hedging can be a useful energy policy choice. 

Although the US-China energy security relations is not part of this research, the book “Sino- 

US Energy Triangles- Resource Diplomacy under Hegemony”, edited by Zweig and Hao (2016) 

has been particularly useful for two reasons. First, with Beijing pursuing very ambitious resource 

diplomacy within a global structure the interaction between the two countries is of particular 

interest as it can also affect China’s energy security relations within the Caspian Sea region. 

Second, the concept of energy triangles which Zweig introduces shares conceptual and 

operational similarities with the research framework of the dissertation. 

The book examines China’s resource diplomacy towards its energy suppliers vis-à-vis the  

US and the main argument is that “a triangular relationship exists between the US, China 
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and RRS and as a rising China expands its energy relationships, it intersects with the 

economic, strategic, political or moral ties that the US has with the RRS around the world. 

China’s  bilateral relations – an apparent ‘tete a tete’ with RRS – are therefore often 

triangular – a ‘menage a trois’ – where the third partner in the relationship is the US”. Zweig, 

Hao and the contributors seek to assess whether China and the US compete for access to the 

energy resources of third countries under the framework of triangular relations and possible 

power transition process. 

In the first part of the book Zweig sets the conceptual framework with respect to basic 

concepts for this book. After discussing the energy security landscape in China he introduces the 

concept of resource diplomacy and triangular energy relations. For triangularism to be invoked, 

Zweig argues, each party must take into consideration the third party when it deals with its’ 

bilateral partner. Within this framework, he deems the US as the hegemonic power, China as the 

rising power and the third part of these triangles include resource countries. Zweig divides the 

energy suppliers into three categories, pariahs, neutrals and allies based upon the US’s 

perceptions of those states. Furthermore, he claims that the energy relationship between 

Washington and the resource rich countries plays a dominant role in the respective triangle as it 

affects the US concerns regarding the relations between Beijing and the resource rich countries 

and it shapes the US policy considerations towards China. Furthermore, he notes that the 

relations between China and resource rich countries are affected by the US- resource rich 

countries relationship as well as by the type of government in the resource rich countries. 

In the next chapters, the book examines multiple triangular energy relations with a number 

of states constituting the third part of the triangle such as Canada, Saudi Arabia, Kazakhstan, and 

Iran. Regarding Kazakhstan, Peyrose describes a “ménages à quatre”   or in other words to 
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multiple triangles which include Russia, China, Kazakhstan, and the US. This however is close 

to the notion of energy security complex. Going back to the book, Peyrose argues that among all 

triangles, the one including China-Russia-Kazakhstan is the most important. In terms of 

geopolitics, the argues that both China and US have been trying to  contain the Russian influence 

in the region, while both Beijing and Washington do not give priority into considering each 

other’s role in Central Asia. Within this framework, he argues that China and the US have the 

same motivation in gaining a foothold in the region and in containing Moscow yet they do so by 

trying to influence energy trade routes towards opposite directions: westwards for the US 

(towards Europe) and eastward for China. Interestingly, however, Peyrose stresses out that while 

Central Asia has been considered as a locus of geopolitical competition between Russia and the 

US, when it comes to peaceful economic terms, the actual competition that takes place is 

between China, Russia, and the EU. The author notes the rising interest in the region while 

highlighting the formidable economic power of China in the region as well as the multiple 

channels that Beijing is using in order to meet its energy goals. Clearly this analysis shares many 

similarities with the closely intertwined energy relations which are described in an energy 

security complex121. As a result, the book makes a very useful contribution in the  research 

linking foreign policy considerations, energy relations and economic interdependence between 

multiple states. 

In an analysis which shares similarities with that of Zweig and Hao, Gregory Gleason (2011) 

analyses China’s triangular energy relations with Russia and Central Asia. Gleason coins 

triangular relations as a “dynamic political interaction which may not take place in a single 

place and which may not constitute conditions of stability. In a triangular diplomatic 
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relationship, even small differences among the interest of the state can lead to a situation in 

which two sides compete against the third.” 

In particular, he argues that Russia is the largest energy producer and China is the largest 

actor. As Beijing and Moscow has been dealing with conflicting and complementary risks in 

consuming, transporting, processing, and marketing energy resources and consequently they are 

bound in triangular relationships that include complex political and economic issues. As a result, 

Central Asian states which form the third part of this energy triangle have been able to   leverage 

the energy security concerns of China and Russia pursuing multi-vector foreign policies122. 

Fazilov and Chen (2013) analyse China’s energy ties with Kazakhstan, Uzbekistan and 

Turkmenistan suggesting that, playing aggressively, China has managed to access a  large  

energy share in the region, while the US has been relegated to an inferior role123. Similarly, Kim 

and Blank (2013) examine China’s strategy in The Caspian Sea region from a realist perspective, 

using the structural  framework  of balance  of power  theory.  Focusing on relative capabilities 

and intentions the two authors examine how China has been trying to increase relative gains in 

the region vis-a-vis the US, secure access to energy resources and deal with security challenges 

in Xinjiang. They note that as the regional balance of power shifts in favor of China, the US is 

marginalized while at the same time Russia experiences relative losses in the economic and 

energy sphere124 .  On the  other  hand,  Xu,  is  critical  on  the  Chinese investments in Central 

region mainly with respect to transportation of gas from Central Asia to China. She argues that 

the domestic pipeline network should be further expanded if the Chinese strategy is to make 
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sense and she suggests that the resources should be shipped to China through the Mediterranean 

Sea instead125. 

In her book “China and the Energy Equation in Asia: The Determinants of Policy Choice” 

Garrison (2009) explores China’s energy relations with its Asian neighbor through a combination 

of geopolitical and complex interdependence approaches and she tries to examine Beijing’s 

energy policy motivations. The author studies whether the Chinese strategies lead to cooperation 

or conflict with other energy importing countries. In a number of case studies which cover 

China’s energy policymaking process, relations with countries from East Asia, Southeast Asia, 

and Central Asia, Garrison puts the Chinese “go out” strategy in perspective. Regarding Central 

Asia the author identifies the characteristics of a regional “great game” and she focuses on  

Russia and Kazakhstan. 

Within this framework, Garrison argues that while the actual volume of energy resources 

is not very important, it is the geographic proximity to China that constitutes Central Asia an 

energy hub. Interestingly, Garrison questions the importance of Turkmenistan’s gas deposits 

stressing that both “Uzbekistan and Turkmenistan have significant reserves but currently  

produce from other fields that are showing signs of decline. Both countries need new investment 

dollars to increase production”. However, this analysis does not depict the actual importance of 

Turkmenistan which currently supplies approximately half of China’s gas imports. Going back 

to the book’s analysis, Garrison describes how Central Asian states have been seeking to create  

their own identities and to pursue their own agenda trying in order not to become part of 

China’s US or Russian sphere of influence. She also notes that while in the past it was 

impossible to export gas without going through China, this has been changing lately paving the 
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way towards a more complex energy structure. 

Furthermore, Garrison makes a very interesting point arguing that with respect to energy in 

Central Asia the balance of power has been shifting from international oil companies towards 

states as the majority of reserves has been concentrated in the hands of NOCs. In this context, 

China has been investing in many countries having the comparative advantage of its vast 

economic resources that enable Beijing to sweeten its energy deals. This is a clear advantage for 

Beijing which helps the country to match up its early entrance in the Central Asian energy 

market. Furthermore, the author observes that the gas market entails more challenges due to the 

need for pipelines and the prominent role that Russia kept in the post-Soviet Union era. 

Attempting to understand the economic and political context of China’s energy security 

strategy towards Central Asia, Garrison examines China’s financial and trade tools while she 

pays special attention to the role of Shanghai Cooperation Organization (SCO). With respect to 

the latter, Garrison notes that China sees it as a vehicle to promote its energy agenda. All in all, 

however, she rejects that existence of a China’s energy policy “paradigm” arguing that there are 

many initiatives which are interconnected but at some point disjointed as well. In this context she 

argues that not all Chinese energy policy choices are mercantilistic noting for example that 85% 

of the oil that China gets abroad is sold in the world market and that despite their aggressive 

strategies in Central Asia, Chinese NOCs face the same hardships in the region as most of 

international oil companies. Finally, with respect to China-Russia relations Garrison claims that 

the two actors are likely to maintain a complex relationship governed by lingering insecurities 

and distrust126. 

Regarding the Sino-European energy relations, the Energy Program Asia of the International 
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Institute for Asian Studies in Leiden, the Institute of West –Asian and African Studies of the 

Chinese Academy of Social Sciences (CASS) and the Institute of Industrial Economy have 

published a series of books on energy and geopolitics in China and the EU. The edited volume 

“The globalization of energy, China and the European Union” published in 2010 analyses the 

effects of competition for energy resources among the main global consumer countries and its 

implications for the security of energy supplies of the China and the EU. The book pays attention 

to geopolitical and domestic aspects of the EU-China energy relations in order to understand 

possibilities and impediments for cooperation. 

In Chapter 1, Parvizi and Yang stress out the common perception that China and the EU 

compete for access to oil and gas resources while they share interests in renewable technology 

and energy efficiency. The two editors provide an overview of the Chinese and the EU energy 

security strategy and they highlight Beijing’s efforts to promote peace in oil production such as 

the Chinese initiatives to mediate the Kazakhstan–Russia border disputes in 1998 and 2004. 

They note however, that despite progress in China’s remarkable progress in the diversification of 

oil supplies as well as in energy efficiency, serious challenges remain ahead. Regarding the EU,  

they argue that the European energy security strategy is based on three principles, security of 

supply, competitiveness, and environmental sustainability. The EU however, lacks a coherent 

energy security strategy with the 2006 Energy Green paper underscoring the need for a common 

external energy policy and summarizing the reasons behind the lack of EU coherence in the 

following factors: 

1. Overlapping competences of policymaking institutions 

2. Complex business-government ties 

3. Competing energy priorities 



94 
 

The authors pay special attention to the role of pipelines arguing that rivalry for oil and gas 

resources might give birth to an energy complex in Asia which will be partially independent of 

US involvement. A number of important players including US, China, Russia, EU, Japan, and 

India might find themselves involved in this complex with the editors projecting high 

possibilities for geostrategic rivalry in Central Asia127. 

In  chapter  2  Frank  Umbach  examines  the  geopolitical  challenges  for  China-EU  energy 

security cooperation noting that Washington and Brussels consider Beijing’s energy foreign 

policy as undermining their respective foreign and development policies. Umbach argues that 

whether China and the EU will follow a market-based or a strategic approach on energy security 

will determine the prospects of cooperation between them. He characterizes Chinese energy 

diplomacy as of high risk because it seeks to legitimize China’s global power status while 

fuelling rivalries and anxiety about the prospects of possible conflict with the US. On the other 

hand, he argues that the EU energy policy is at crossroads given the watersheds in EU-Russia 

relations. In line with Parvizi and Yang he highlights the lack of coherence in the EU energy 

security strategy using as an example the disagreements over a common strategy towards Russia. 

With respect to Central Asia, he claims that the EU needs to be more proactive in order 

to strengthen its energy foothold and this can generate opportunities for closer dialogue with 

other energy players, including China128. 

The idea of energy security complexes is developed in this book as well as Cutler delineates 

the development of a Eurasian hydrocarbon energy complex that includes China, EU, Russia, US 
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and Turkmenistan, Kazakhstan, and Uzbekistan with Moscow playing a prominent role. Cutler 

coins the notion of complex system as “a system of which the behaviour cannot be predicted by 

studying the behaviour of its constituent parts….. It is a self-organizing network wherein bottom 

up structuration contributes significantly to systemic configurations and intermediate levels of 

emergence and coherence influence subsequent evolution more than ever.” Of special 

importance is the construction of pipelines which are not just axes for economic development but 

also instruments of national power projection. As a result, connecting with a state via a pipeline 

network is an index of political entente, if not alliance. 

Within complex system analysis, Cutler identifies three stages, emergence, autopoiesis and 

coherence and he applies this framework to the Eurasian region. The first stage refers to the 

emergence in South Caucasus (1989-1994), next we meet autopoiesis in Central Asia (1995- 

2000) with the establishment of major pipeline networks such as the Kazakhstan-China oil 

pipeline and the agreement between Russia and Turkey for the Blue Stream pipeline, both in 

1997. The third stage is labelled as coherence around the Caspian (2001-2006). Within this 

framework, Cutler identifies favourable conditions for triangularization in energy relations 

among the participant members. This will give the opportunity to Central Asian states to reduce 

their dependence from Russia. He favors trilateral rather than bilateral international relations as a 

building block of his analysis justifying it on grounds that trilateral energy arrangements are 

becoming more typical in the specific region due to complex exploration and transit needs129. 

In the book “Secure Oil and Alternative Energy, The Geopolitics of Energy Paths of China 

and the European Union” that was published in 2012 by the same research program, the energy 
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policies of China and the EU from a geopolitical perspective are revisited. In chapter 2 Cutler 

uses the concept of energy complexes in order to evaluate how western Central Asia and South 

Caucasus countries are acting together in order to extend a geo-economic energy network from 

China to the EU. He approaches energy developments in the particular region from a geo- 

economics perspective that according to him describes how international and internal economic 

and political situations influence a state’s choices in foreign and domestic policymaking. 

After presenting the conceptual framework of energy complexes and triangular energy 

relations, the author discusses recent pipeline projects and other energy developments. He 

extends his analysis from 1993 until 2010 and he finds striking that the basic energy triangle, 

which can be the analytical starting point of the existing energy complex, consists of 

Kazakhstan, Russia, and Turkmenistan. In parallel, there has been a fourth strategic player that 

differed in each period; from 1993 to 1998 this was the US; from 1999 to 2004 it was the EU 

and more particular its “national champions” such as BP and the Italian ENI; from 2005 until 

2010 this has been China. Cutler suggests that adding one more player in the basic triangle does 

not result merely to a quadrilateral relationship but actually to the establishment of four energy 

triangles. Cutler focuses on a number of pipelines in the region such as the China-Turkmenistan 

pipeline and the unsuccessful establishment of the Caspian Coastal pipeline. Among others, the 

author provides an in-depth analysis of the Trans-Caspian Gas Pipeline Project which plays a 

key role in the EU’s Southern Gas Corridor project and which might influence indirectly the 

Chinese energy security as well130. 

In turn, Frank Umbach conducts a comparative analysis on energy strategic trends and 
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developments in the regions assessing how China’s and Russia’s energy foreign policies in the 

region impact the EU’s energy security. In particular, he highlights the growing interdependence 

between China, Russia and the states of Central Asia and the Caspian Sea region and the  

strategic implications to Brussels’ energy calculations. Umbach argues that Russia adopts a zero- 

sum thinking on energy security and as a result, Moscow considers the EU’s Central  Asia 

strategy as a threat to its’ energy and geopolitical interests. This conception is further  

exacerbated by the Russia-Ukraine gas crisis which highlighted that Russia is not interested in 

world market prices as well as from the growing role of China in Turkmenistan’s gas market. 

Furthermore, he notes that Russia’s energy interests are further undermined by the interest of 

Central Asian and Caspian states in diversifying their energy clientele. When it comes to China, 

the regions serves as a strategic land-bridge between the Middle East, the Persian Gulf and 

China. Towards this end, China has been applying a multifaceted strategy aiming at maintaining 

security at its borders, preventing contacts between terrorists and Xinjiang separatists and 

ensuring access to the region’s energy resources. He notes however that China’s strategy in the 

region is not based on short-term economic projections but on long-term geopolitical and 

strategic calculations. Umbach recognizes the importance of China-Russia energy nexus, 

stressing out that due to bitter historical memories Beijing does not wish to become excessively 

dependent on Russia while Moscow cannot overlook the increasingly active and multifaceted 

Chinese energy strategy. Umbach however does not enter in to details as to how Russia responds 

to this strategy. 

Next, the author analyses the EU rising interest in the region which comes as a response to 

growing energy needs as well as due to growing frustration with the high dependence on Russian 

gas. Umbach details the EU strategy in the region which takes the form of a “multi-vectored 
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energy foreign policy” including pipeline initiatives, promotion of trade and investment, and 

bilateral dialogue. All in all, Umbach concludes, that the EU needs to substitute the abandoned 

Nabucco project, something that has been realized with the establishment of the TAP project. He 

alsorecognizes  the challenges  faced by the EU  energy strategy as  Brussels  needs  to catch up 

with both China and Russia131. 

In chapter 3 Zhao and Wu analyse China’s energy foreign policy in the Caspian Sea region 

paying special attention to Kazakhstan. The authors identify structural and institutional problems 

in China’s energy security landscape such as low per-capita average energy resources, 

imbalanced energy distribution, the dual-track pricing system, and then they provide a historical 

overview of China’s energy interests in the Caspian region. They also suggest that Beijing needs 

not only to promote bilateral and multilateral energy cooperation, but in parallel to promote 

political, economy, and security cooperation with the Caspian states. Part of the specific chapter 

is devoted to the role of Chinese NOCs in the region with Zhao and Wu praising the flexibility in 

their management model, their integration to the local corporate culture and their interests in 

bringing economic and social benefits to the communities, something which is appreciated by 

host countries. They also stress out their high efficiency and low costs as well as the challenges 

that they face because they are latecomers and hence they are left with investment opportunities 

that entail high risk and low profit margin. 

With respect to China-Kazakhstan energy relations, apart from the much-cited advantages, 

the authors identify specific drawbacks as well, such as high costs due to complex geological 

conditions, and the fact that Kazakhstan is the scene of heightened competition among global 
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powers. Finally, there are numerous ecological and security issues that impede the evolution of 

their bilateral relations. Furthermore, they claim that responding to China’s growing role in the 

country, Russia, has adopted a hesitant standpoint. As far as the US and the EU are concerned, 

they mention that the former is interested in containing a Sino-Caspian cooperation while they do 

not provide any insights regarding the EU132. 
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3. Research Framework 
 

This chapter analyses the theoretical framework as well as the research methodology that will 

be applied. The dissertation will apply an analytical framework and it will compare their energy 

security approaches and policies vis-a-vis security of energy supply of China and the EU. In this 

context it will examine how China and the EU have been hedging against energy security risks 

by examining their energy security approaches and strategies. Towards this end it will pick the 

energy security strategies of China and the EU in the Caspian Sea region as a case study 

examining how the two actors seek to access the energy resources of the Caspian Sea region and 

whether Beijing and Brussels adopt a strategy of energy hedging. The timeframe of the research 

will be from the early 2000 until the time of the conclusion of the research. 

 The thesis will approach the energy security strategies of China and the EU from a foreign 

policy perspective using the theoretical framework of neoclassical realism. What is more, the 

specific paradigm will allow us to examine the strategies of the two actors within the context of 

the Caspian energy security complex. Without overlooking possible theoretical challenges, using 

neoclassical realism instead of constructivism vis-à-vis energy security complexes appears as of 

particular interest and it stands as one of the novelties of the specific research. 

 

3.1. Energy Security and Foreign Policy Analysis 
 
The multifaceted concept of energy security has allowed researchers to approach it from 

different angles. Hence, there is a wide number of scholars studying energy security from an 

economic, political, security or even regional perspective. From an IR perspective, examining 

energy security strategy as manifestation of a state’s foreign policy can be a useful analytical 

choice. Within this framework, the theory of neoclassical realism stands out as a promising 
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theoretical framework. 

During the last 15 years, a rising number of researchers focusing on energy security has 

emerged, following events such as China’s economic rise and its skyrocketing energy needs, 

continuous oil price volatility, the shale gas revolution, instability in Middle East and Russia’s 

frictions with Ukraine. Most scholars have been studying the implications to regional energy 

structures as well as how national energy strategies have responded to these external 

challenges. In many cases however, even works of high calibre lack an approach that will 

identify key variables and will use specific theoretical tools derived from the field of political 

science. Instead, the majority of scholars will most often adopt either a descriptive or a merely 

geopolitical approach in order to find the answers to their research questions133. As a result, 

despite a big volume of high-end research that focuses on energy relations or on issues of 

national and international security which are linked to the geopolitics of energy, the study of 

energy diplomacy and more broadly energy security studies lack in many cases a sufficient 

research framework that will identify specific variables and will apply theories of international 

relations. 

IR theories can be divided according to the level of the conducted analysis which is the 

location of their independent variables (international system, nation-state, individual) or 

according to their dependent variables which are the phenomena that they attempt to examine. 

With respect to the former, a basic distinction is among theories of international politics or 

systemic theories which attempt to assess the outcomes of international events and the theories of 

foreign policy which explain why states with diverse characteristics or similar states within 
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different historical context respond different to external stimuli134. Assessing how such different 

energy actors as China and the EU respond to different energy security challenges by applying 

energy hedging strategies within the same energy security complex leads us to approach foreign 

policy analysis and examine their energy security strategies as a form of foreign policy. 

Although its research has been often neglected by IR scholars, Foreign Policy Analysis 

(FPA) is a subfield of IR with its conceptual roots in the 1950’s. As Kubálková notes: “FPA 

refers to a complex, multi-layered process, consisting of the objectives that governments pursue 

in their relations with other governments and their choice of means to attain these 

objectives….Thus foreign policy encompasses the complicated communications within 

governments and amongst its diverse agents, plus the perceptions and misperceptions the images 

of other countries, and the ideologies and personal dispositions of everyone involved135”.  

FPA is not just interested in the outcomes but focuses on the processes and the resultants of 

human decision making vis-à-vis foreign states. According to Hudson (2005), FPA examines not 

just a single decision or the lack of it but rather a constellation and/or a series of decisions 

regarding a particular situation and it includes a sequence of specific processes such as problem 

recognition, framing, perception, goal prioritization, and option assessment. FPA scholarship 

seeks to explain foreign policy decisions adopting a multifactorial and multilevel approach. In 

particular, it sheds light on what Hudson describes as the theoretical intersection between the 

basic driving forces behind state behaviour , material and ideational factors. Furthermore, it is an 

agents-oriented process as it seeks to identify the agents of foreign policy, accepting that states 
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are abstract formations. Moreover it does not treat states as black boxes and consequently FPA 

scholarship studies the process whereby they have been led to specific decisions or indecisions. 

As a result, FPA analyses s a “two-level” game that decision makers play and which includes 

domestic politics in tandem with international politics136. 

While  until  the  end  of  the  Cold  War,  energy  policy  and  “high  diplomacy”  were rather 

disconnected, in the eve of the 21st century energy has been moved gradually to the centre of 

state’s foreign policy analysis. Energy importers face more complex energy insecurities as 

compared to the 30 years ago when the Organisation for Economic Co-operation and 

Development (OECD) countries’ energy security was threatened by the OPEC embargoes; 

nowadays, challenges such as internal instability of their suppliers, environmental concerns, 

terrorism, market instability loom large at the global energy landscape. Thus, a growing 

integration of states’ energy concerns into their foreign policy has been taking place as they have 

become a vehicle but also the endgame for the promotion of economic, political and economic 

objectives around the world137. 

As energy security has been going up in most states’ priority list, political elites have been 

pushing their energy concerns at the centre of their foreign policy agenda. Energy policy, 

especially with respect to security of energy supply has been less monolithic, as the energy 

challenges and goals have become largely diversified. Gradually, the actors pursuing a state’s 

energy security strategy are pooled from the group of foreign policy executives and they use a 

wide variety of economic, political and security tools. Military cooperation is often pursued in 

                                                           
136 Valerie M. Hudson, “Foreign Policy Analysis: Actor-Specific Theory and the Ground of  International 
Relations,” Foreign Policy Analysis 1 (2005): 1-4. 
137 Jan H. Kalicki and David L. Goldwyn, “Conclusion: Energy Security and Foreign Policy,” in Energy  
&  Security  Toward  a  New  Foreign  Policy  Strategy,  ed.  Jan H. Kalicki  and  David  L. Goldwyn 
(Washington DC: Woodrow Wilson Center Press, 2005_, 561-570. 



104 
 

the name of energy (e.g. SCO), large trade and investment initiatives have been adopted (e.g. 

China’s “one belt one road” initiative), bilateral relations are shaped (e.g. EU-Russia, EU-Central 

Asia states), and national standpoint on issues such as human rights, nuclear non-proliferation, 

etc is determined such as in the case of the relations of Sudan and Iran with other countries. 

Examining the process of energy policymaking from an FPA perspective leads us to question 

how certain energy goals arise and why certain decisions and behaviours occur. As in the case of 

FPA, analysing energy security policy will shift our focus towards three directions, the role of 

actors, the impact of structural factors and the decision making process138. These three actors that 

will determine a state’s energy policymaking process do not operate in a vacuum but they coexist 

and interact in a dynamic environment. In addition, regardless of the characteristics of a national 

energy policy there is a set group of agents which pursue it. The agent of energy security strategy 

is not the abstract idea of a state that seeks to secure stable flow of energy supplies but rather the 

political and bureaucratic elites of a state accompanied by other actors, depending on the adopted 

energy security approach. Hence, in case of geopolitical energy security strategies we should 

attribute the role of energy security agents not only to the political and bureaucratic leaders but 

also to military elites as well as enterprises and institutions which maintain close links with the 

government. In parallel, when case of market-based energy security approaches are prominent, 

the synthesis shifts incorporating private enterprises, NGOs, and other privately held institutions. 

Furthermore, the formation of energy security policy takes place at the intersection of domestic 

and international politics. In order to apprehend how the latter is formed we need to analyse the 

energy policy process at two distinct levels, domestic and international. 
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3.2. Neoclassical Realism and Energy Security 
 

The analysis of energy security as part of foreign policy needs to be combined with the 

appropriate theoretical toolkit that will help us find the answers to the research questions that 

we have set. Towards this end, neoclassical realism will be used as the theoretical basis of our 

research because it combines the materialistic approach which is necessary when examining 

energy related issues, with power and security which are concepts endemic to energy security. 

Furthermore, neoclassical realists use international structure as the starting point in their 

analysis while they incorporate issues of domestic politics in their models. Thus, the analytical 

proximity with FPA makes neoclassical realism an attractive theoretical framework for this 

research. 

Unlike liberal universalists or legal institutionalists, realists hold that foreign policy and 

consequently energy security strategy are shaped in a legal and moral vacuum while they 

should be based on power considerations in order to be successful139. The realists’ view of the 

world rests on three assumptions, the central role of the state, the sharp distinction between 

domestic and international politics with the realists focusing on the later and the conflictual 

character of international relations. Without paying much attention to domestic politics, realists 

treat states as black boxes assuming that they will behave within an international anarchic 

environment and they will respond to the occurring balance of power and to external 

challenges, based on their material capabilities. 

The critics of realism argue that the specific theory assumes that states operate as coherent 

and unitary actors and this is largely problematic as it does not explain how similar states behave 
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differently under the same structural conditions. They claim that this assumption is a major 

problem with realism when it is used as a theoretical framework in FPA because it does not 

correspond to reality where foreign policy is the amalgamation of the interaction between 

numerous domestic and international actors 140 . By approaching states as billiard balls or 

alternatively black boxes, realists have been criticized that they fail to see how the variance of 

states’ foreign policies that might be the result of domestic battles between individuals, influence 

groups and organizations. 

This criticism, without being entirely wrong is to some extent far-fetched; after all both 

Morgenthau and Waltz suggest that states do not necessarily behave rationally and they do not 

always set rational goals. Waltz argues that the external environment “can tell us what pressures 

are exerted and what possibilities are posed by systems of different structure but it cannot tell us 

just how, and how effectively, the units of a system will respond to those pressures and 

possibilities”. Therefore, “each state arrives at policies and decides on actions according to its 

own internal processes, but its decisions are shaped by the very presence of other states as well 

by interactions with them”141. In fact, realists present states as unitary actors not because they do 

not accept the policymaking process which takes place at the domestic level but because they 

focus on the interplay among states and because the states themselves proceed as unitary actors 

when they interact with other states142. The problem, according to James (1989) is that, although 

most realists do not reject the fact that foreign policy is the outcome of a complex political 

process, this is not adequately stressed. Hence, neoclassical realism comes to fill this gap and 
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examine the role of domestic political processes without neglecting structural factors which 

remain dominant in its narrative143. 

Realism considers energy as an important element of state power. Hans J. Morgenthau argues 

that in international politics “armed strength as a threat or a potentiality is the most important 

material factor making for the political power of a nation”. For realists, energy security is an 

incremental issue for the survival of the state and thus it should be controlled by the state. 

According to G. Luft and A. Korin, “realists point out that through history, certain commodities, 

and in particular energy commodities, minerals, water and food have had a strategic value 

beyond their market price and as such they have been repeatedly used as tools of foreign policy 

by exporters and have been among the prime catalyst of armed conflict”. Similarly, Moravcsik 

notes that “there is no reason to exclude from realist domain the use of commercial of financial 

sanctions, boycotts, and inducements to achieve economic ends – commonly termed 

“mercantilism” – regardless of whether outcome is concerned with security or the means are 

military”. For Moravcsik if wars are not efficient then they might as well be replaced by other 

means of power. Therefore, he suggests that “energy supply policy is as much a part of the policy 

arsenal as other economic tools, military power and diplomatic tactic”144. 

All variations of realism offer slightly different approaches on energy security and energy 

security strategies. For classical realism, international relations entail a constant competition 

among states to increase their capabilities and to maximize their power. Consequently, access to 

energy resources can expand their influence and help states pursue their interests. According to 

Česnakas (2010), however classical realism is unable to explain why states do not expand their 
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interests abroad even when their power increases, something that can be also applied to energy 

power. States such as the US or China have been trying to ensure their energy security, yet they 

do not overstretch in their quest for energy 145 . Furthermore, classical realists such as 

Morgenthau, Kissinger, and Wolfers, pay much attention to the state and national power but they 

neglect the constraints posed by the international system146. Given the global interconnectivity of 

national energy politics as well as the fact that the research will study a regional security 

complex where   a well-defined structure is into place, using classical realism will be largely 

problematic. 

Waltz on the other hand deems foreign policy as being too complex due to the intersection of 

internal and external factors and therefore he rejects any attempt for a truly theoretical 

explanation of it. Focusing on international structure and distribution of capabilities, 

structuralism identifies a single independent variable, the distribution of power within the system 

while it is based on two basic assumptions, states’ tendency to form balances of power and their 

tendency to emulate the successful practices of other states. Waltzian paradigm might admit the 

role of domestic politics in foreign policy formation, it fails though to offer a convincing analysis 

on  how energy security is embodied to a state’s foreign policy. As a result, it suggests that in 

most cases states tend to engage in balancing and emulating activities and towards this end they 

have unlimited capabilities to extract and mobilize resources 147 . While structural realism 

explains adequately the role of structural factors in energy hedging activities of China and the 

EU it does not say much about the role of domestic actors in the energy policymaking process. 
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Defensive neorealism in turn attributes to energy resources the characteristics of a main drive for 

economic power as it suggests that states look for enhanced economic resources, including 

energy resources, through which they will be able to influence other international actors. 

Defensive realists however neglect the role of leaders and domestic politics. In particular, they 

do not take into account the role of leader in the formation of the state’s foreign policy and by 

extension they omit to recognize and examine the different driving forces in the formation of a 

state’s energy security strategy. This can be a detrimental fallacy for our theoretical framework 

given the prominence of leaders in most of the states of our ESC. 

For offensive realists, states fear each other, they can rely only on themselves, and they secure 

their survival through relative power maximization. For offensive realists, states fear each other, 

they can rely only on themselves, and they secure their survival through relative power 

maximization. At her work “Power, Energy and the New Russian Imperialism” however Orban 

notes that in offensive realism security is not the single goal as “states sometimes pursue non- 

security goals, like economic prosperity, as long as they do not contradict the balance-of-power 

logic”. The basic drawback of offensive realism vis-a-vis energy security is the fact that it links 

energy security solely to military power and not to political and diplomatic issues148. 

Finally, it needs to be recognized that neither innenpolitik, a major trend among foreign 

policy theories, can provide sufficient explanation to energy security strategies within an energy 

security complex. The basic assumption of innenpolitik theories is that domestic politics and 

other domestic factors such as ideology, social structure, and national character determine a 

country’s external behaviour. Innenpolitik theories however, which appear in different versions, 

are rather monolithic as they do not take into consideration external and structural factors. 
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Without doubt, this would clearly pose analytical barriers within the specific research 

framework. As a result, they fail to explain why states with different characteristics might adopt 

similar foreign policies under similar conditions149.  

Neoclassical realism attempts to fill the gaps which have been identified by  integrating 

elements of structuralism and classical realism. In parallel, it serves as a conceptual bridge with 

social constructivism. Hence, we have chosen it as a theoretical framework, not just because it 

explains energy security strategy and consequently energy hedging as a form of foreign policy, 

but also it can be an interesting alternative theoretical framework applicable to energy security 

complexes. Without neglecting the structural factors which drive the energy security strategies of 

China and the EU it is useful to take into consideration the energy policymaking process that 

takes place at the domestic level within the two actors. The interaction of 28 countries with 

diverse interests and powerful institutions at the one hand and the coexistence of numerous 

powerful agents in the Chinese energy policymaking process on the other hand, should not be 

neglected when the energy security strategies of the two actors are to be examined.  

According to Rose (1998), neoclassical realists suggest that a country’s foreign policy is  

driven by their relative material power, yet their impact on the scope and ambition on foreign 

policy is an indirect and complex process as these systemic pressures are calibrated through 

intervening variables that occur at the unit-level such as domestic politics, perceptions of power, 

etc150. In line with the realist theory, the starting point of neoclassical realism is that international 

politics is a constant struggle among states, which operate in a world of scarce resources and 

uncertainty, seeking material power and security, including energy resources. As a result, 
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neoclassical realists focus on how decision makers assess external threats, how they pursue 

strategic adjustments in order to respond to such threats and how they mobilize their resources in 

order to pursue their policy choices151. 

A  big  difference  with  other  versions  of  realism  is  that  they  attribute  a  primary  role  to 

governments, elites, and political leaders. Although neoclassical realists consider states as the 

most important actors yet they deem states as rather abstract entities and they point out that 

foreign policy is pursued by political, economic and security elites, depending on the domestic 

policymaking structure. What is fundamentally important with neoclassical realism is that we 

examine the energy security strategy of China and the EU referring in an abstract way as to who 

pursues this strategy but we pay attention to specific energy security executives. 

Based on the core assumptions of neoclassical realism, states operate in an environment of 

international anarchy where pervasive uncertainty and potential threats play a key role. 

Acknowledging that states operate within a certain structure, neoclassical realism stresses that 

foreign policy executives should not ignore systemic constraints or they will face considerable 

failures. Analysing the foreign policymaking process, however, neoclassical realists stress the 

lack of an immediate or perfect transmission belt that links material capabilities to foreign policy 

choices. In particular, they claim that foreign policy executives do not make their choices based 

on pure relative power capabilities; instead what matters are their perceptions of relative power, 

domestic political relations and their ability to extract and mobilize resources152. In order to 
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successfully pursue their foreign policy however, they take into consideration factors such as 

political and social cohesion at home, public support and their administrative capabilities as these 

parameters will determine their potential to extract and mobilize their resources at a domestic 

level. Offering a greater specification regarding the casual interrelation between domestic and 

international factors, neoclassical realism offers a theoretical advancement of realism153. 

Lobell  (2009)  notes  that  foreign  policy  executives  operate  at  multiple  levels  facing a 

multitiered threats complex. In particular, they face threats that may occur at the international 

systemic level stemming from interstate competition, as well as at a regional level because 

regions have their own dynamic, an argument with direct applicability vis-a-vis energy security 

complexes. What is more, he argues that threats occur as well at a domestic level as the result of 

intra-state competition. Responding to these threats it is very common that a foreign policy 

executive might act at a different level154. This is also directly applicable to the context of this 

research, with China responding to energy supply security risks occurring at international level 

(i.e. instability in Middle East, US-China relations, etc) as well as to threats at domestic level 

(i.e. political ramifications of environmental degradation or an energy supply disruption shock) 

by acting at a regional level, which is the Caspian Sea energy complex. 

As a result, neoclassical realism fills the gap left by Waltz showing the important role of ideas 

and domestic political variables. It needs to be stressed that neoclassical realism does not neglect 

the importance of structural constraints. Having its conceptual basis on structuralism, it suggests 
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that leaders should not overlook the importance of structure or there will be consequences.  What 

it actually suggests is that systemic factors are calibrated through intervening variables of 

domestic politics, and leaders’ perceptions. As a result, it explains why states cannot properly 

adopt systemic constraints explaining the consequences of such deviations. This however does 

not happen through a reductionist approach, introducing ad hoc variables to indeterminate 

structural variables or post hoc reasoning in case of empirical anomalies. Instead, neoclassical 

realism represents a theoretical advancement by introducing a concrete mechanism through 

which foreign policymakers make their decisions155. 

Drawing parallels with the energy security strategies of China and EU, the energy security 

executives in Beijing and Brussels pursue their strategies using as a starting point structural 

constraints imposed by their energy capabilities, the distribution of energy resources in tandem 

with distribution of military, economic and political power. Their considerations however are 

calibrated by the intervening variables which are energy security executives’ perceptions 

regarding the relative energy security capabilities and domestic energy security debates. 

The first intervening variable points out that what matters is not actual energy capabilities but 

rather perceptions of relative energy capabilities. This however might as well be determined by a 

number of facts. To begin with, depending on the energy security approach adopted by the 

leaders their perceptions vis-a-vis same capabilities and structural constraints will greatly vary. 

For example, high dependence on energy imports will be deemed as a sign of weakness by those 

who adopt a geostrategic approach, while executives that subscribe to market-based approaches 

will argue that energy dependence is not a weakness because energy trade will provide similar 

levels of energy security. Hence, regardless of domestic energy production they will consider 
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their state as having high relative capabilities regarding its energy needs if the economy produces 

at a pareto frontier and it operates within a functional energy market. 

Furthermore, their perceptions on relative energy power depend also highly on their role 

within their domestic structure. This shapes two critical factors namely their preferences and 

perceptions of the external environment. It goes without saying that the executives of the 

Chinese National Oil Companies (NOCs) will have different perceptions on their country’s 

energy vulnerabilities as compared to PLA military leadership. It should be expected that the 

former will be more interested in the economic aspect of energy tending to overlook perceptions 

of military threats such as for example the Malacca Strait dilemma. On the other hand, the 

later will tend to emphasize the military dimension of energy and reasonably they will be 

primarily concerned with issues such as the South China dispute and balance of military 

power in the Asia Pacific. Consequently, the transmission belt which translates their 

perceptions into energy security choices will be fundamentally different and unavoidably it will 

bring different outcomes. This leads us to an additional important factor shaping the first 

intervening variable which is the consensus among elites regarding foreign policy choices. The 

key questions that need to be addressed here are: (1) Whether elites agree about the existence of 

external threat, (2) if there is a consensus about the nature and the extent of the threat, (3) if they 

agree about which policy is the most appropriate, and (4) whether there is consensus on the most 

appropriate policy. Depending on the elite consensus states might eventually remain non 

responsive to external energy security threats or they might adopt certain responses including 

energy hedging156. The fact that energy hedging denotes a standpoint where the state’s elite 

chooses to balance against external energy risk without adopting an aggressive stance might 
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often denote the lack of consensus among executives which has led to a middle ground solution. 

The second intervening variable refers to the state ability to extract and mobilize resources in 

order to pursue specific foreign policy choices. Resource mobilization can occur either with the 

state controlling directly economic activity and relocating the necessary resources via a centrally 

planned process or by intervening indirectly in the economy through fiscal policy measures and 

thus influencing the resources allocation157. Consequently, this process denotes the interaction 

between the foreign policy executives and domestic society. Despite the autonomy that 

executives often enjoy in many cases they have to bargain with domestic societal factors. In fact 

neoclassical realists make a distinction between state and society stressing that whereas  

statehood is equal with what is labelled as Wetphalian sovereignty foreign policy choices made 

by foreign policy executives within their territory are the outcome of state-society coordination 

and often struggle. As Zakaria (1998) notes, “foreign policy is not formed by the nation as a 

whole but by its government; consequently what matters is state power not national power. State 

power is that portion of national power the government can extract for its purposes and reflects 

the ease with which decision makes can achieve their ends”158. States with lower degree of 

autonomy vis-a-vis society need to bargain, establish intrastate alliances, and even make 

compromises159. Therefore, what is important are not merely the intentions of energy strategy 

executives in China and the EU but also how the latter shape their choices after interacting   with 

domestic actors and interest groups. Although the domestic audience is interested in any policy 
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with impact to their lives not all actors are equally important. In democratic societies, groups 

with large membership rolls or those which can provide critical financial support to the  

leadership are expected to be able to influence foreign policy choices. On the other hand, in non- 

democratic societies the leadership should be more attentive to groups with decisive power to 

control leaders (the so called kingmakers) and to those with access to military power such as the 

army, police and intelligence bodies160. Unsurprisingly, as the energy policymaking process and 

the actors that shape it in China and the EU are fundamentally divergent, the respective societal 

actors and interest groups that serve as intervening variable will be different as well. 

The nexus energy security executives and domestic audience is shaped by a number of 

factors and consequently it is a rather dynamic relationship. In general, domestic groups have the 

ability to exert more power to energy security executives when they or their governments will be 

or even merely feel more vulnerable or when there is no solid national consensus regarding the 

proposed policies. All in all, the degree of certainty among the respective elites regarding their 

power determines their responsiveness to pressures from domestic groups. Furthermore, states 

which provide high degree of autonomy to energy security executives grant some degree of 

insulation to the latter from domestic pressures. It needs to be stressed that structural autonomy 

should not be directly linked to democracy or the absence of it. What actually matters is how 

close is the energy security executive from certain domestic groups which have an interest in 

shaping the  state’s  energy  security  strategy.  Finally, the occurring  economic,  security,  and 
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political circumstances are of essence161; while domestic groups might have a strong say during 

elections, their role is expected to diminish under war periods given that energy security is  

deemed an issue of national security especially under such circumstances. 

Crucial role to the energy security executives’ campaigns to extract and mobilize resources is 

played by nationalism and ideology which play an incremental role in state power. According to 

Taliaferro (2006), state-sponsored nationalism can foster social cohesion allowing political elites 

to mobilize resources in order to meet national security-goals. It is clear that what the author 

suggests is that leaders enjoy high levels of loyalty at the domestic level and that they use 

nationalism in order to meet their ends162. Therefore, energy security leaders can use resource 

nationalism, the belief that natural resources are a national patrimony and they should be used for 

the benefit of the nation and not for private gain that can provide elites with domestic support in   

order to pursue their energy security strategy. Accordingly, ideology can moderate energy 

security strategies to pursue their strategies, provided that they do not conflict163. 

Economic  liberalism  for  example  might  pave  the  way for  the  promotion  of  open 

energy markets or the nuclear non-proliferation norm justified the EU oil embargo on Iran. For 

China using nationalism and invoking the ideas of Communism and Marxism-Leninism has been 

a common practice as a source of authority as well as a platform towards meeting foreign policy 

goals. Promoting the need for a unified front against the forces of western neoliberalism which is 

against the ideological foundations of CCP has been a narrative that Beijing has often adopted in 

                                                           
161 Norrin M. Ripsman, “Neoclassical realism and domestic interest groups,” in Neoclassical Realism, the 
State, and Foreign Policy, ed. Steven E Lobell, Norrin M. Ripsman and Jeffrey W. Taliaferro (Cambridge: 
Cambridge University Press, 2009),186-191. 
162 Jeffrey W. Taliaferro,  “State  Building  for  Future  Wars:  Neoclassical  Realism  and  the Resource- 
Extractive State,” Security Studies 15 no. 3 (2006): 491-493. 
163 Jeffrey W. Taliaferro,  “State  Building  for  Future  Wars:  Neoclassical  Realism  and  the Resource- 
Extractive State,” Security Studies 15 no. 3 (2006): 493-494. 
 



118 
 

order to tap the necessary resources for its energy security strategy164165. The cases of Asian 

Infrastructure Investment Bank and the One Belt One Road project stand out as great examples  

of this strategy. Furthermore, Chinese nationalism had been historically shaped by the collective 

sentiment of collective humiliation brought by Western and Japanese imperialism with Zhao 

Suisheng (2008) having identified three basic strands, pragmatic, liberal and ethic nationalism. 

More recently however, Cristopher Hughes (2011) introduced a new facet of nationalism in 

China, geopolitik nationalism. Part of geopolitical thought geopolitik thinkers analyse China’s 

aggressive foreign policy choices with respect to military expansion and territorial disputes as an 

attempt to restore justice and international order. Similarly the country’s appetite for natural 

resources is justified as necessary for the country’s economic and political survival and it set the 

outer limits of China’s expansion. Geopolitik nationalism has mirrored attempts to shape a more 

assertive foreign and security policy, including energy security as well, aiming at both domestic 

and international audience166. Within this perspective, using nationalism in order to mobilize 

resources and to meet national energy security goals such as aggressive energy investments, 

confrontational tactics against energy competitors, can be a fruitful strategy. 

Regarding the suitability of neoclassical realism it is important to note that a considerable 

advantage of neoclassical realism is that it fits within the analytical framework of energy security 

complexes which are traditionally endemic to constructivism. This should come as no surprise as 

both regional security complex theory and neoclassical realism include elements of realism and 

constructivism. According to Tannenwald  (2005),  realists  accept  the  explanatory  power    of 
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constructivist tools such as socialization and perceptions. Neoclassical realism deviates from 

neorealist expectations putting emphasis to the role of domestic state institutions, ideologies, and 

shared threat perceptions and thus it explains international behaviours by combining factors 

which are met both among realists and constructivists167. 

It   can  be  argued  that  neoclassical  realism  bridges  somewhat  structural  realism  and 

constructivism as the former recognizes the direct link between structure and state behaviour 

while the latter emphasizes the social construction of security168. It combines the objective reality 

of realism which accepts as the only truth that state behaviour is shaped by systemic forces and 

energy capabilities, with the subjective truth of constructivism that state behaviour is determined 

by how political decision makers objectively perceive changes in energy trends. Rathbun (2008) 

recognizes that the neoclassical realism integrates, amongst others, elements of 

constructivism 169 . Given that distribution of capabilities and securitization are also the 

conceptual pillars of RSCs, the suitability of neoclassical realism as a theoretical framework for 

the examination of an ESC is proven. What is more, Kahrs (2004) suggests that what keeps 

neorealism apart from regional security complexes is the fact that it does not incorporate social 

construction in its approach seeking to impose one monolithic theory170. 

Furthermore,  neoclassical  realism  provides  convincing  answer  to  those  who     question 

rational assumptions of structure and economic interdependence asking why states despite close 

economic relations and contrary to structural impediments consider each other as adversaries. 
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Facing this paradox, neoclassical realism moves beyond the strict boundaries of structuralism  

and it combines influences of structural realism with constructivism regarding the dynamics of 

concepts that fall under the domain of constructivism such as national collective identity 

formation, social practices, and intergroup interaction and tribalism171. As a result, neoclassical 

realism deviates from the rationalist approach of realism and it combines elements of 

constructivism that can help us assess complex interstate interaction such as the one occurring 

within the Caspian Sea energy complex. All in all, it can be argued that neoclassical realism  

treats this problem sufficiently, and hence, it can be considered as a valid theoretical 

framework. 

Similarly, neoclassical realism as a theoretical framework of foreign policy analysis is a 

suitable theoretical framework in order to examine energy hedging as a policy tool. In particular, 

hedging is considered as a foreign policy tool that can be used in the domain of energy security. 

Denoting itself dilemmas as to whether the energy security executive should adopt a 

confrontational or an engaging strategy, political elites often choose to hedge. In many cases 

energy hedging serves as a policy option in order to accommodate conflicting interests such us 

profitability for energy companies, the security agenda of military elites, and environmental 

concerns of grassroots movements. Therefore, it can be argues that energy hedging and 

neoclassical make a promising theoretical fit. 

 

3.3.  Research Methodology 

The research will focus on security of supply of oil and gas and it will accept the IEA 
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definition, which defines energy security as the availability of energy sources at an affordable 

price. This definition, albeit short, recognizes three fundamental conditions in order to ensure 

security of energy supply namely the physical availability of energy resources and access to 

them, the ability to purchase energy resources at affordable prices, and the  ability to  transport 

them with security to the desired destination. 

In order to determine whether China and the EU have been pursuing a hedging strategy 

against energy security risks we need to determine first their energy security approaches and 

strategies and identify the link between them. As a result, identifying similarities and differences 

in their energy security strategies and approaches will allow us to compare how China and the 

EU have been hedging against energy security risks.  Hence, the dissertation will answer the 

following research questions: 

 
1. What are the differences and similarities of the energy security approaches, the energy 

security policies of China and the EU? 

2. Have the energy security approaches of China and the EU been converging? 
 
3. Do the energy security policies and the resource diplomacy of China and the EU follow 

the pattern of their energy security approaches? 

4. How have China and the EU been pursuing their resource diplomacy in the Caspian Sea 

region? 

5. Has the resource diplomacy of China and the EU in the Caspian Sea region the  

characteristics of hedging and if yes, is their hedging behaviour a strategic choice? 

6. Do the energy security strategies of China and the EU in the Caspian Sea region improve  

their energy security? 

Setting the research framework of the dissertation, the basic assumptions will be the 
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following: 
 
I. Energy security approaches shape energy security policies and energy security strategies. 
 
II. China and the EU adopt a combination of strategic and market-based energy security 

approaches. 

III. Energy hedging can be either a strategic decision or the outcome of alternate political 

processes such as a political compromise among energy policymakers or it can be the unintended 

result of unsuccessful tactics (i.e. balancing, bandwagoning).  

IV. Energy security hedging is determined by structural factors via a transmission belt which 

consists of the energy security approaches of energy policymakers and the domestic energy 

policymaking process. 

V. Different energy security approaches or different domestic energy policymaking 

processes bring different energy hedging strategies. 

VI. Energy security is optimized when states include geopolitical and economic 

considerations in their energy security strategies. Hence, balanced energy security approaches 

that encompass strategic and market-based principles bring more energy security as compared to 

monolithic approaches. 

    In order to determine whether China and the EU have been pursuing an energy hedging 

strategy we will first determine a solid analytical model based on our assumption that energy 

security strategies are determined by energy security approaches that are shaped by structural 

and domestic factors. Towards this end the research will set the energy security approaches of 

China and the EU as our independent variable. In this context, the independent variable will refer 

to how states conceptualize energy security what are the most important risks that can undermine 



123 
 

it and how the later can be tackled. The starting point for the analysis of the dependent variables 

will be the distinction between strategic and market-based approaches on energy security.  

 At this point, it is important to clarify the difference between energy security strategy and 

energy security approach. The former refers to the process whereby a state sets prioritizes its 

energy security goals, allocates its resources in order to meet them, and it designs and 

implements a certain set of actions in order to meet its energy goals. On the other hand, energy 

policies refer to a certain set of actions whose initiation aims at meeting a certain goal that is part 

of the state’s energy security strategy. For example, a state’s energy security strategy can aim at 

reducing dependence from a certain energy supplier by boosting diversification of energy 

supplies as well as by reducing energy demand. This can be achieved through a set of policies 

such as the promotion of diplomatic and economic assistance programs that will lead to closer 

energy relations with energy exporters, subsidies to energy companies that will establish equity 

oil agreements, and the introduction of more stringent requirements for energy efficiency and 

energy conservation of domestic energy consuming industries. 

 In particular, the research will examine what has been the evolution of the energy security 

approaches of the two actors. This is a rather dynamic process that is largely influenced by 

structural factors, domestic politics as well as by more subjective factors such as historical 

memories, and cultural characteristics. For example, the Chinese tendency to connect energy 

security to energy independence and self-reliance has been partially shaped by the influence of 

the Yan’an Rectification Movement and its impact to the CCP culture. This is in line with the 

assumptions of neoclassical realism that is the basic theoretical component of the thesis and it 

highlights the importance of domestic and subjective factors in the implementation of foreign 

policy.  
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 As a result, the starting point will be to identify how have been China and the EU have 

been shaping their energy security approaches and where do they stand in an axis which has at 

one end strategic approaches of energy security and at the other end market-based approaches. In 

particular, our assumption is that the two actors have not been adopting a merely strategic or 

market-based approach but a combination of both narratives. 

At this point we need to acknowledge the fact that this process entails analytical challenges, 

as it is difficult to determine the motivation and the logic behind a highly subjective process. 

Although the research acknowledges that it is nearly impossible to nullify the possibility of 

speculation and biases, it will use objective criteria in order to determine the energy security 

approaches of China and the EU. Towards this end, apart from existing literature the research 

will be based on primary sources including policy documents and semi-structured interviews. 

With respect to the latter, interviewees will express their subjective yet based on specialize 

knowledge regarding the dynamic evolution of the energy security approaches of the two actors.  

 Furthermore, when examining public documents such as policy papers, white papers, and 

energy security plans as well as statements and declarations from Chinese and EU officials the 

research will look at the content and even the words used by the representatives of the two actors. 

Depending on how much have official documents been highlighting the strategic or market-

based approach of energy security, it will be determined what is the standpoint of the two actors. 

For example, when the energy leadership of China and the EU have been stressing geopolitical 

dimensions of energy security or when they underscore its economic dimension from a corporate 

perspective highlighting the role of institutions and companies its approach will be leaning 

towards strategic and market-based approaches on energy security. Among others, a basic 

analytical tool for our research will be the process of securitization as the more an actor has been 
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securitizing energy the closer he comes to strategic approaches on energy security. Raising the 

energy security of a state to the level of national security will be identified as a tendency towards 

strategic approaches.  

 Next, the research will identify the energy security strategies of China and the EU as its 

dependent variable. In particular, our basic assumption is that China and the EU have been 

shaping their energy security strategies based on their approaches on energy security. At this 

point it is important to clarify the difference between energy security strategy and energy 

security approach. The former refers to the process whereby a state sets prioritizes its energy 

security goals, allocates its resources in order to meet them, and it designs and implements a 

certain set of actions in order to meet its energy goals. On the other hand, energy policies refer to 

a certain set of actions whose initiation aims at meeting a certain goal that is part of the state’s 

energy security strategy. For example, a state’s energy security strategy can aim at reducing 

dependence from a certain energy supplier by boosting diversification of energy supplies as well 

as by reducing energy demand. This can be achieved through a set of policies such as the 

promotion of diplomatic and economic assistance programs that will lead to closer energy 

relations with energy exporters, subsidies to energy companies that will establish equity oil 

agreements, and the introduction of more stringent requirements for energy efficiency and 

energy conservation of domestic energy consuming industries. 

  In line with the basic assumptions of our research methodology our independent variables 

will be determined by the dependent variables that are the energy security approaches of China 

and the EU. In particular, our assumption is that depending on the standpoint of the two actors 

vis-à-vis strategic and market-based narratives the two actors will determine their energy 

security approaches. Furthermore, we assume that our assumption is that the dependent and 
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independent variable are linked in a linear relationship. The operationalization of how energy 

security approaches determine the states’ energy security strategies can be traced at the agenda, 

the goals, and the resource allocation of energy policymakers. Hence, based on how energy 

policy makers understand energy security they will accordingly pursue their energy security 

strategies.  

In order to avoid speculation and biased interpretations of energy security strategies the 

research will examine them using certain criteria that will assist us to interpret their strategic 

and/or market-based dimensions. For example, when examining the decision of a state to 

proceed with an energy investment, the research will examine which actors have been involved, 

whether the terms of the agreement are sustainable from an economic perspective and which 

energy security goals and risks they mitigate. Hence, if the government seeks to bypass a 

geopolitical hotspot with the help of military diplomacy in order to approach an oil rich country 

and promote an equity oil agreement between two national oil companies then clearly, these 

actions have the characteristics of a strategic-based energy security strategy and they are based 

on a strategic approach on energy security. Similarly, closer energy relations which are 

determined and regulated by contracts between private energy companies that are equally 

profitable for both sides and do not entail any significant and direct involvement between the 

governments of the two countries can be largely identified as market-based. In this context, the 

dependent-independent variable nexus includes the choice of the government of the examined 

state to allow its energy companies pursue their energy business without state direct involvement.  

 On the other hand in certain cases, an energy agreement can make sense under both 

narratives. As it was mentioned earlier, closed energy relations between Russia and Germany 

that include among others the construction of Nord Stream makes sense both from a strategic as 
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well as from a market-based approach and as a result a question that arises is how will the 

research assess such energy security choices. When faced with such challenges the research will 

visit the narrative and the motivations of the participant actors and it will evaluate the energy 

security strategy based on the agenda and the approaches of the engaged actors.  

 The last component of the operationalization model that depicts how energy security 

approaches determine energy security strategies include a set of intervening variables that 

include the subjective perceptions of energy security as well as the ability of states to mobilize 

domestic resources in order to meet their energy security goals. These two intervening variables 

set a transmission belt that, in line with the basic assumptions of neoclassical realism, connects 

the dependent and independent variable.  

 As a result, the energy policy leaders of a country shape their energy security approaches 

based on domestic and structural factors and depending on their approaches they pursue a 

strategic or market-based energy security strategy. The energy policymaking leadership of a state 

however can influence the energy security strategy of the state to the extent that if can convince 

its domestic audience about the importance of energy security vis-à-vis the state’s capabilities as 

well as depending on the leaders ability to secure and mobilize resources. For example, the 

leader of North Korea can easily mobilize all the available resources of his country in order to 

materialize his approach on energy security and there is no doubt that if he dictates a national 

energy company to move towards a certain direction his agenda will be fully executed with 

minimum resistance. On the other hand, the leader of a coalition government in a country with 

strong checks and balances will face more resistance if he wishes to direct a private energy 

company to enter a non-economically sustainable energy trade agreement evoking geopolitical 

risks.  
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 Finally, it needs to be stressed that with respect to the EU, due to its supranational 

characteristics, the operationalization of the interaction between dependent and independent 

variable entails two levels of analysis as in line with Moravcsik’s perceptions on liberal 

intergovernentalism energy policy leaders of the EUMS shape their approaches on energy 

security at a national level while the EU officials shape their energy security approaches at a 

supranational EU level based on the agenda of the EU Institute and in line with basic EU liberal 

principles. As a result the formation of the EU energy security strategy entailsa two-level 

interaction with energy security approaches at national and supranational level. 

In this analytical framework the dissertation will study the energy security strategies of the 

two actors and in particular it will examine whether China and the EU have been pursuing an 

energy hedging strategy. The concept of energy hedging has been developed in Chapter 4 

Degree of power rejection                                           Degree of power acceptance  

                                                           Neutrality point 

  Figure 3.1: Energy Hedging Strategy  
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The table above includes the components of energy hedging. In this context, a state hedges in 

order to mitigate energy security risks and toward this end it adopts a set of policies that is 

positioned between balancing and bandwagoning and which includes risk-contingency as well as 

insurance policies. It needs to be stressed that an energy hedging does not need to incorporate all 

five elements of the specific table. Based on the combination of policy choices energy hedging 

can be closer to balancing or bandwagoning.  What is important however in order to consider a 

state behaviour as energy hedging is that the actor adopts simultaneously both risk contingency 

and insurance policies or in other word balancing and bandwagoning policies.  

At the same time, a key question in our research is to distinguish between hedging strategy 

and hedging behaviour. As it was mentioned in Chapter 1, contrary to the mainstream existing 

approach, the research will not take for granted that every time as state is hedging is hedging 

against energy security risks it will be pursuing an energy hedging strategy. In particular, the 

thesis is taking a critical approach towards labelling a state’s behaviour as energy hedging 

strategy with respect to the notion of hedging but also with respect to the attribution of the 

characteristic of strategy.  In order to determine whether a state’s energy hedging has the form of 

energy hedging strategy or not it is important to set certain criteria that will identify energy 

hedging as strategy.  

As it has been already analysed, the research identifies energy security as the process 

whereby a state sets prioritizes its energy security goals, allocates its resources in order to meet 

them, and it designs and implements a certain set of actions in order to meet its energy goals. In 

line with this, the research will examine the process under which the energy hedging is decided, 

designed, and implemented. If the research confirms that energy hedging has been the outcome 

of a plan that serves the strategic energy security goals of the state. Such plan will be commonly 
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accepted or as part of the state’s national (or supranational) energy security strategy among the 

agencies and policymakers or at least followed to a satisfactory extent. In parallel, it will be 

designed and put forward by the energy leadership, which well be also in position mobilize the 

required resources.  

Energy hedging however might not always have all the above-mentioned characteristics. In 

particular, the research will examine the alternative scenario under which a state is hedging yet 

hedging does not constitute an energy hedging strategy. Such scenario can be happen under the 

assumption that the energy hedging occurs unintentionally as a result of a set of policies which 

are implemented by more than one actors but not under the coordination of the energy policy 

leadership of the state or the supranational entity.  In this case the examined actors pursue 

diverse policies that fall within the framework of energy hedging such as indirect balancing and 

policies of economic pragmatism. While the sum of those policies can lead resemble to hedging 

and most importantly bring at least to some extent the effects of hedging strategy the difference 

is found that the lack of coordination among the engaged actors. In particular, for a number of 

reasons such as lack of powerful government, existence of multiple powerful actors and interest 

groups within the policymaking mechanism, and inefficiencies in the policy making process, 

different actors might be pursuing conflicting policies that send the inaccurate message of 

hedging. 

 For example, if certain EUMS pursue policy of engagement towards Russia and other 

EUMS alongside with European Commission oppose this engagement and instead they pursue 

policies of dominance denial against Russia, then the sum of their policies might entail the 

characteristics of energy hedging, it can possible bring similar results. This however will not be 

considered as energy hedging strategy because it is not the outcome of a strategy that was 
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designed and implemented by the EU leadership that coordinates the specific actors towards 

energy hedging. Another example of energy hedging that does not constitute energy hedging 

strategy might occur when the leadership of a state adopts a set of diverse policies that include 

both balancing and bandwagoning within the context of political bargaining. In this case the 

energy leadership of the state will inefficiently try to balance among diverse proposals by 

partially satisfying all different sides. If for example the Chinese leadership decides to satisfy 

the PLAN calls and balances against the US by reinforcing its naval presence in the Indian 

Ocean while at the same time supports NOCs in establishing closer energy ties with US energy 

companies this cannot be considered as balancing. What will be occurring in this case is a 

constellation of diverse policies in order to meet domestic political and economic ends.  

Another criterion that can be used is the examination of whether the engaged actors identify 

and accept the occurring costs entailed in the conflicting policies which are pursued by other 

actors as trade-off that will boost the energy security of a state. Endemic to the concept of 

hedging is the willingness of the actor to bear a specific cost in order to hedge, when a state 

pursues an energy hedging strategy it undertakes trade-offs which might entail certain 

economic, political, social or security impact.  If for example Poland balances against Russia 

and it does not consider closer energy relations between Germany and Russia as a cost to its 

national energy security that will eventually boost the EU energy security in total then the 

combination of German engagement and Polish balancing cannot be considered as energy 

hedging strategy. 

Against this theoretical and methodological backdrop the research will identify such casas 

as energy hedging behaviour that will be an alternative to energy hedging strategy. Therefore, 

in this context, we will examine whether energy hedging on behalf of China and the EU is a 
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strategy or an energy hedging behaviour.  

With respect to the theoretical toolkit that will be used, as it has been already analysed, the 

dissertation will be based on the theoretical premises of neoclassical realism. As a result, instead 

of the abstract notion of state as the actor which pursues the national energy security strategy, it 

will focus on the role of foreign policy agents. Therefore, it will not be simply China or the EU 

which pursue energy security but rather political, bureaucratic, military, and  economic  elites 

such as Wen Jiabao and Gerhard Fritz Kurt Schröder, top energy policymakers from the EC and 

agencies such as the National Development and Reform Commission (NDRC), People’s 

Liberation Army (PLA) generals. Furthermore, in line with the basic hypotheses of neoclassical 

realism the dissertation will assume that the choices of the energy policymakers is determined 

indirectly by structure, via a transmission belt which consists of domestic energy policymaking 

debates and energy security approaches of the agents. 

The research will use qualitative date that will be retrieved from primary and secondary sources. 

Hence, apart from related books, research papers, and other forms of related research, it will 

study official  documents  such  as  the  2014  European  Energy Security Strategy  and   the 

Chinese 5-Year Plans, political statements. Examining primary data from different sources (e.g. 

EP and EC, the Chinese government and research publications from Chinese state research 

institutes) will not only provide us with important information but, perhaps even more 

importantly, will shed light on the existence of different energy security approaches within the 

energy policymaking mechanisms. Moreover, it will also allow us to identify changes in energy 

security approaches as well as a dynamic relationship between the latter with energy security 

policies and resource diplomacy of China and the EU. 

In addition, the access to primary sources will be also achieved through interviews that were 
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conducted in China, Brussels, Hong Kong, Athens and Ashgabat. In particular, for the purpose of 

the research we conducted approximately 30 semi-structured interviews with academics, 

policymakers, energy specialists, and military representatives, representatives from energy 

related companies. In particular, the first research trip took place in  Beijing from June 29, 2016 

until  July 11, 2016 in order to attend the 2016  Global Forum on Energy Security and in parallel 

to  hold interviews with officials from officials and energy experts. In total, thirteen semi-

structured interviews took place covering various agencies, and institutes such as the NDRC, 

State Council, Renmin University and the European External Action Service (EEAS), including 

as H.E. Mrs. Chinar Rustamova, the Ambassador of Turkmenistan to  the  People's  Republic  of  

China.   The second research trip took place in Brussels and Athens from October 04th, 2016 

until October 14th, 2016 and a total number of 20 semi-structured and non-structured interviews 

took place. Interviewees were officials from the EC and the EEAS, the Hellenic Ministry of 

Finance, energy companies etc. In parallel, research visits to Brussels-based and Athens-based 

research institutes took place.  

The third research trip took place in Turkmenistan from December 04th, 2016 until December 

10, 2016 in order to attend the 21st Turkmenistan International Oil & Gas Conference as a guest 

of the State Concern TurkmenOil. During the conference two semi-structured interviews from 

the representative of the EU Delegation to Turkmenistan, and personal communications with 

Turkmen officials, and representatives from energy-related companies were conducted. 

During the interviews, emphasis was given not merely to the identification of differences 

between China and the EU vis-a-vis their energy security strategies but mainly on more 

subjective issues such as the energy security approaches of the two actors, their estimation 

about the nexus between energy security approaches and energy security strategies, the driving 
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forces behind energy hedging and whether the latter is a strategic decision, the priority of 

geopolitics over economic sustainability on energy-related agreements. All in all, the purpose 

of the interviews was not just to acquire primary data but to highlight the presence of different 

energy security approaches, perceptions on energy security risks and approaches on how to 

mitigate them. 

First, the research will delineate the energy security landscape in China and the EU 

examining their energy security approaches. Toward this end, it will contrast how China and 

the EU consider energy security and in particular the role of energy in the national economy, 

security, and politics. In line with the Markets and Institutions versus Regions and Empires 

narrative provided by Correljé and Van der Linde, it will explore the standpoint of Chinese 

and the EU energy security policymakers on issues such as the important role of energy, the 

role of state and private institutions in energy security, their preference towards bilateral or 

multilateral energy relations, how to secure transportation of energy, and what are the threats 

to energy security. All in all, the dissertation will position the energy security approaches of 

China and the EU in the context of the strategic and market-based energy security approaches 

axes. 

Figure 3.2:  Energy security approaches of China and the EU 
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Once the energy security approaches of China and the EU have been analysed the research 

will proceed with examining the energy security strategies of China and the EU. In particular it 

will study the design and the implementation of the energy security strategies of two actors 

distinguishing between the internal as well as the external dimension and focusing on policies 

that aim at fostering security of energy supply such as the establishment of strategic petroleum 

reserves, measures on energy production as well as  targeting the energy demand side (e.g. 

energy efficiency, promotion of green energy, energy conservation, etc), the engaged actors, 

measures to safeguard security of energy transportation (i.e. military build-ups, preference to 

pipelines). It is of particular interest how the energy security approach adopted by the two actors 

is reflected in their energy security policies in terms of actors, priorities and implemented 

policies. In this context we will study, both the internal and external dimension of the energy 

security strategy of the two actors. 

The next step will be to study the EU energy security strategy of China and the EU towards 

the Caspian Sea region. As a first step the dissertation will study how the Caspian states (i.e. 

Russia, Azerbaijan, Kazakhstan, Turkmenistan, Uzbekistan, Iran) together with China and the 

EU form an energy security complex. This will be done through the application of the regional 

security complex theory, as adjusted to energy security first by Palonkorpi and later by other 

scholars (Attila, Adamides and Christou). After outlining the energy security relations between 

the participating states the research will examine the respective distribution of capabilities 

including energy resources, economic, military and political capabilities and it will also assess 

the amity and enmity patterns within the energy security complex. In addition, two important 

issues need to be emphasized here, triangular relations and the securitization of energy. In line 

with Zweig and Hao (2016) who analyse China’s triangular energy relations with the USA and 



136 
 

resource rich countries Cutler (2010) highlights the importance of triangulation in the energy 

security relations within the Eurasian complex172. 

In parallel, special attention will be paid to the securitization process taking place within the 

Caspian energy security complex. In particular the dissertation will study if and to what extend 

China and the EU have been securitizing their energy hedging strategies in the specific 

complex. Once, the dissertation will   set up the groundwork it will examine the Chinese and the 

EU energy security strategy towards the Caspian Sea region. The assumption of the dissertation 

is that the strategy of the two actors in the region can be characterized as hedging. As a result, 

the energy security strategies of the two actors towards the specific region will be analysed and 

it will be determined whether they fulfil the criteria in order to be considered as hedging. In 

order to be considered as such, their energy security strategies should aim at mitigating the risks 

threatening security of  energy  supply without openly challenging the powers against which the 

hedge, namely the US and Russia. Within this framework, China and the EU in the Caspian 

should balance against the US and Russia respectively but at the same time they will 

accommodate the two states as the latter play a detrimental role in the Chinese and the 

European energy security.  

Next,  the  research  will  answer  the  5th  research  question,  whether  energy  hedging  is  

a strategic decision or the outcome of other political processes. Hence, it will examine whether 

hedging has been an intentional policy choice from the engaged energy policymakers which  

upon identifying the security of energy supply risks they decide that hedging is the optimum 

course of action and as a result they will design and implement an energy hedging strategy. 
                                                           
172 Alexander Cooley, “China’s Changing Role in Central Asia and Implications for US Policy: From 
Trading Partner to Collective Goods Provider,” (prepared Remarks for Looking West: China and Central 
Asia, Washington DC: U.S.-China Economic and Security Review Commission, March 18, 2015), 71- 
101. 
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Alternatively, the dissertation will explore alternative scenarios such as that energy hedging is  

the outcome of political bargaining among energy policy makers with different energy security 

approaches or that energy hedging is the unintended result of a balancing strategy which was not 

applied successfully and led accidentally to a hedging behaviour.  

Finally, the research will be concluded by an assessment of the energy security strategies of 

the two actors. Given the broad context of the notion energy security and the difficulties in 

measuring it, the research will focus on basic segment of its concept that is to say 

diversification of sources and transportation routes as well as their resilience to supply 

disruptions. 

The table above includes the components of energy hedging. In this context, if a state  hedges 

in order to mitigate energy security risks, it adopts a behaviour that which is positioned between 

balancing and bandwagoning and which includes risk-contingency as well as insurance policies. 

It needs to be stressed that an energy hedging strategy does not need to incorporate all five 

elements of the specific table. Based on the combination of policy choices, an energy hedging 

behaviour can be closer to balancing or bandwagoning. Consequently, the dissertation will 

examine not only whether China and the EU adopt an energy hedging behaviour but also it will 

compare them vis-a-vis their energy security approaches. In other words, the dissertation will 

question whether the energy hedging behaviours reflect their energy security approaches. 

Therefore, the dissertation will examine whether and how different energy security approaches 

have led China and the EU to different energy hedging in the same energy security complex. 

It also needs to be stressed that apart from comparing the motives behind the energy hedging 

as well as the implementation of the specific behaviour, it is of particular interest to examine 

trade-offs that China and the EU are willing to bear in order to hedge and also possible spillovers 
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in other facets of their foreign policy. Endemic to the concept of hedging is the willingness of  

the actor to bear a specific cost in order to hedge, when a state pursues an energy hedging 

strategy it undertakes trade-offs which might entail certain economic, political, social or security 

impact. Hence, the dissertation will compare not only the Chinese and the EU energy hedging 

but it will also examine the trade-offs that the two actors accept and how do they respond vis-a-

vis them in issues that can be closely correlated such as the nuclear program of Iran, and the  

performance of human rights in Iran. 

Next,  the  research  will  answer  the  5th  research  question,  whether  energy  hedging  is  

a strategic decision or the outcome of other political processes. Hence, it will examine whether 

hedging has been an intentional policy choice from the engaged energy policymakers which  

upon identifying the security of energy supply risks they decide that hedging is the optimum 

course of action and as a result they will design and implement an energy hedging strategy.  

Alternatively, the dissertation will explore alternative scenarios such as that energy hedging 

is  the outcome of political bargaining among energy policy makers with different energy 

security approaches or that energy hedging is the unintended result of a balancing strategy which 

was not applied successfully and led accidentally to a hedging behaviour.  

Finally, the research will be concluded by an assessment of the energy security strategies of 

the two actors. Given the broad context of the notion energy security and the difficulties in 

measuring it, the research will focus on basic segment of its concept that is to say diversification 

of sources and transportation routes as well as their resilience to supply disruptions. 
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4. EU Energy Security Perceptions 
 

How a state understands the concept of energy security largely depends on a number of 

factors including its geographical position, the structure and capabilities of its energy market, 

whether energy security is examined from a short-term or a long-term perspective, and certain 

preferences of energy policymakers. Therefore, it should come as no surprise that there is no 

common understanding among EUMS and the most important EU institutions as to what 

constitutes energy security. A closer look to three different member states, namely Germany, 

Greece, and Poland, illustrates these stark differences. Furthermore, special attention is paid to 

the role of Russia in the EU energy security perceptions. 

 
 

4.1. EU Energy Security and the Role of Russia 
 

Energy has been a founding pillar of the EU integration process as the European Coal and 

Steel Community was established in 1952. Energy consumption is dominated by oil and gas 

which in 2015 accounted for 37 percent and 22 percent of the EU energy consumption 

respectively173. 

Table 4.1: EU Energy Consumption 2015 

Source: Energy Matters (eueanmearns.com) BP Data (2016) 

 

                                                           
173 Euan Mearns, “Primary Energy in The European Union and USA Compared,” Energy  Matters, 
October 17, 2016, accessed February 17, 2017, http://euanmearns.com/primary-energy-in-the-european- 
union-and-usa-compared/. 

http://euanmearns.com/primary-energy-in-the-european-
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Given that the EU consists of countries with diverse size and economic characteristics, 

the biggest EU economies of Germany, France, UK, account for almost half of the EU 

energy consumption. 

 
Table 4.2: Gross inland consumption of energy in the EUMS, 1990–2014 

 

Source: Eurostat (2016) 
 

Furthermore, the largest energy consuming sectors are transportation, industry, and 

households and in 2014 these three sectors accounted for 33.2 percent, 25.9 percent, and 

24.8 percent of energy consumption among EUMS. 



141 
 

Table 4.3: Final energy consumption, EU-28, 2014 
(percent of total, based on tons of oil equivalent) 

 

 
The EU has been always a net energy importer and in 2014 dependence on oil imports reached 

90 percent, in natural gas it is 66percent while the share of imports is lower in other forms of 

energy. 
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Table 4.4:Energy dependency rate, EU-28, 2004–14  
(% of net imports in gross inland consumption and bunkers, based on tons of oil 

equivalent) 
 

  

The most populous EU Member States are the largest importers with the exception of the 

United Kingdom and Poland as they maintain considerable energy resources. Furthermore, 

despite some fluctuations, Russia is the most important supplier of fossil fuels to the EU with 

the attention of Brussels focusing on natural gas. 
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Table 4.5: Main origin of primary energy imports, EU-28, 2004–14 
(% of extra EU-28 imports) 

 

 

Source: Eurostat (2016) 
 
 

Undoubtedly, the biggest energy security challenge for Europe has been security of energy 

supply with the high dependence on Russian gas important being by a major driving force 

behind the EU energy security strategy policies. While competitiveness and environmental 

sustainability were also major issues of interest for the EU energy security policy and they will 

be taken into account, the dissertation will focus on security of energy supply and hence on the 

EU dependence on Russian. For Brussels, diversifying away from Russia has been on top of the 

agenda when it  comes  both  to  supply and  transportation  of gas.  Again, however, the lack of 

consensus among the EU Member States (EUMS) as well as different opinions among EU 

agencies has been posing challenges towards the formation of a coherent and effective strategy. 
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The energy relations between Europe and Russia date back in the 1960’s when Russian (then 

USSR) gas was transported to Austria by pipeline in 1968. Since the first shipment of gas to 

Austria, energy flows between the two sides remained steady even during the most difficult 

moments of the Cold War while starting from 2000 Brussels and the EU have been developing a 

formal energy dialogue which covers a wide array of topics including not only energy trade but 

also transportation and environmental issues. Initially, Russia was considered by EU not just as a 

reliable energy partner but also a credible alternative source of oil and gas that would contribute 

towards the EU energy supply diversification strategy. For many years the EU strategy was to 

bring Russia closer by promoting the EU principles on energy policy. This was a distinct 

reflection of the EU to apply a binding engagement strategy towards Russia. Although no  

specific risk was identified, other than the overall high dependence risk, EU considered that this 

was the optimum method to approach Russia. In this context, Brussels tried unsuccessfully to 

bring Moscow to join the ECT as the latter refused to ratify it mainly due to the ECT Transit 

Protocol. In parallel, reflecting the rosy atmosphere in the EU-Russia relations and the EU 

interest to keep Russia close in a continuous effort for binding engagement, the then President of 

the EC Romano Prodi issued the so-called Prodi Plan in late 2000 which predicted closer 

EU-Russia gas trade that would reach 240 bcm by 2020174. 

Following however the 2006 and especially the bigger 2009 gas crisis voices for a more 

active external energy security policy were intensified emphasizing the dangers stemming from 

Russia as a gas supplier as well as the energy transportation risks. This tendency was further 

reinforced by the new EUMS’ concerns as they are highly dependent on Russian gas, they had 

historical memories from being under the iron fist of Kremlin during the Soviet era while they 

                                                           
174 Kirsten  Westphal,  “Germany  and  the  EU-Russia  Energy  Dialogue,”  in  The  EU-Russian   Energy 
Dialogue Europe’s Future energy Security, ed. Pami Aalto (Surrey: Ashgate, 2012), 97-98 
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were gravely concerned about their security as they were situated in Russia’s backyard. Against 

this backdrop, Brussels adopted further measures that would immunize EU energy markets from 

supply shocks with internal energy demand markets and in parallel the engagement of Russia 

continued. 

In parallel, apart from the reliability of Russia as an energy supplier and the risks due to 

Russia-Ukraine relations, the EU was also concerned on the “Russian factor” due to purely 

economic reasons and it particular as a result of the lack of the Russian recent investments in the 

oil and gas sector underscores the economic rationale behind an energy diversification strategy. 

A major EU concern has been about the actual ability of the respective energy suppliers to meet 

future energy demand as a result of underinvestment in the oil and gas sector. Hence, a possible 

supply crunch could be not the result of a political manoeuvring but due to the lack of 

willingness or even capability of resource exporting countries to step up investment in order 

to meet  future  demand  both  at  home  and  abroad175 . In particular, apart  from  exporting  

vast quantities of gas, Russia was using gas for half of its electricity generation and it was selling 

gas at a significant discount hence encouraging energy overconsumption. What is more, the 

prospects for development of new natural gas fields such as on the Yamal Peninsula or the 

Shtokman field in the Barents Sea were rather glooming. According to Stern (2009), Moscow 

was facing a lack of “future supply roadmap” as the three most important gas fields in the 

Russian  territory  have  been  declining  since  the  early  2000s  while  the  2001-2008  gas 

field development program have completed nothing more rather stabilizing the total gas 
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production176.  

In line with these assessments, a number of Russian studies revealed the questionable 

Russian oil and gas exporting capabilities due to a number of problems such as critical condition 

of the existing oil export infrastructure, political restrictions regarding the private funding of 

energy infrastructure   projects,   FDI  barriers,   shrinking   resource   base   of   Russian   oil 

companies monopolistic  nature  of  Russia’s  natural  gas  sector,  etc 177 .  Furthermore,  the     

deteriorating economic conditions of Gazprom had a negative impact to the company’s 

investment outlook further curbing the investment outlook for the company178. 

On the other hand, one needs to keep in mind that energy security refers not only to security 

of supply but also to security of demand. Furthermore, despite allegations over looming energy 

crises both Brussels and Moscow have left energy outside the scope of the sanctions which they 

introduced against each other. In fact, even when gas shipments to Russia were cut off, both 

Ukraine and Russia ensured that transit energy shipments  to  Europe will  not  be  threatened179. 

After all, Russia has never hinted any intention to block energy exports to Europe in order to 

meet political or security ends. Approaching the specific issue from a geopolitical angle closing 

Russia out of the EU energy market might have grave consequences for the Russian energy giant 

Gazprom and thus it is highly possible that such an act will be considered by Moscow as a major 

threat to its economic survival. The Ukraine experience has shown that attempts to establish its 

foothold  in  the  Russian  sphere  of  influence  can  backfire  and  eventually  bring  the Russian 
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pushback. As John J. Mearsheimer notes, in the Ukraine crisis the taproot of the problem is the 

West’s miscalculation to stretch its military and political alliances right up to the Russian 

borders180. Thus, it should come as no surprise that trying to deprive Russia from resources 

revenues by establishing energy alliances in Russia’s backyard will be considered by Moscow as 

an attempt to inflict its national economic and security interests. 

As it will be shown in the following sections of this chapter, competition between 

geopolitical and market-based perceptions and practices is also reflected to the standpoint of 

different EU energy security actors. In general, only a very limited fraction of the interviewees 

admitted the existence of geopolitical calculations in their policy choices towards. Hence, some 

EC officials denied any interest in balancing against Russia and they presented a merely 

economic narrative for the EU energy security 181. In parallel, other EC officials admit the 

existence of geopolitics in EU-Russia relations and they try to mitigate these risks by applying 

mainly market-based tools in a geopolitical context, such as the 3rd Liberalization Package182. On 

the other hand, EEAS officials underscore the existence of geopolitics in the EU energy security 

landscape and the need to address them vis-a-vis Russia. Although there appears to be a 

competition and some discontent between the two sides on how to deal with Russia and how to 

ensure energy security the common denominator is that diversification of suppliers and 

transportation routes leads to Paretto frontiers. An issue, however which is not addressed 

especially when it comes to those who adopt geopolitical approaches, is the cost  of energy 

imports. This serves as a proof that there are geopolitical calculations on how the EU approaches 
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Russia. In parallel, as will be analysed in the following chapters different EUMS adopt diverse 

policies towards Moscow. 

 
 

4.2. Different Approaches on Energy Security in EU 
 

According to Grevi (2006), energy security is an elusive concept. It includes different 

definitions and multiple dimensions based on multiple factors making it a “blanket term” as it 

covers a wide array of issues from traditional security threats to economic issues, and current 

global challenges such as climate change. This applies to EUMS given the different 

characteristics in their energy profiles and agendas183. Another crucial issue that exacerbates the 

debate  regarding  what  is  energy  security  and  how  should  it  be  ensured  is  the  division  of 

competencies among EUMS and different EU institutions. While energy security options remain 

largely an issue of national sovereignty the increasingly important role of the EU institutions 

makes them a reference point of the EU energy security conceptualization. As a result, we need 

first to examine the EU energy security governance and the energy security perceptions of the 

most important actors in the EU energy security governance architecture, which are the EC, the 

EP, the Council of the EU, and the European Council. 

When it comes to security of energy supply the key actors in EU energy policymaking are the 

EUMS, the EC, and the EEAS which plays a key role in coordinating EU diplomatic relations 

with energy supplying and transit countries and it provides assistance to the High Representative 

for Foreign Affairs and Security Policy (HR) which acts as the “foreign minister” of the EU. As 

far as the EC is concerned, although numerous Directorates-General (DGs) touch upon energy 

issues, the most relevant for EU energy governance have been   Directorate-General for Energy 
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(DG ENER), and Directorate-General for Climate Action (DG CLIMA), with the former being 

specifically mandated to work on security of energy supply. There are other involved DGs as 

well, such as Directorate-General for Trade (DG TRADE) and Directorate-General for 

International Development and Cooperation (DG DEVCO)184. Therefore, in order to examine 

how the EU coins the notion of energy security we should first start with  the most influential EU 

institutions, namely the EC with emphasis to the DG Energy, the European External Action 

Service, and the EP. 

In this context, we could categorize the 27 EUMS on multiple categories based on their 

energy endowment, their dependence on energy imports from Russia, their standpoint on nuclear 

energy and shale gas, and the level of the liberalization of their energy market185. As it is 

practically impossible to analyse the differences among all EUMS vis-a-vis the concept of 

energy security, the dissertation will use three countries with distinctly different 

characteristics which cover to a satisfactory degree the discrepancies among national 

conceptualizations of energy security, namely Germany, Greece, and Poland. Despite however 

these differences, EUMS and institutions share certain values and norms on energy security such 

as the importance of energy markets, the value of an EU integrated gas market, the need for 

energy related investments,  and  the  necessity of  supply diversification186.  This has allowed  a  

common EU framing of what is energy security, what are the threats against energy security, 

and what are  the principles that should govern the EU policies. 
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4.2.1. EU Institutions 
 

The EU is often described as a foreign policy actor with limited global impact as compared 

to states of similar economic clout such as China and the U.S. One of the most commonly cited 

reasons is the lack of coherence on strategic interests and policy implementation among EUMS 

and EU institutions as a result of different perceptions and domestic agendas. Christiansen 

(2001) identifies three different dimensions of institutional coherence in EU governance, namely 

inter- level coherence that refers to relationships between EU institutions and national 

authorities, intern-institutional coherence that refers to relations among EU institutions,  and  

intra- institutional coherence that focuses on internal politics of EU institutions. Christiansen 

notes that the lack of coherence became particularly pertinent in the area of the EU Common 

Foreign and Security Policy (CFSP) given the substantial executive mandate of the Secretariat of 

the Council of the European Union and this led to further fragmentation across EU due to the 

wide responsibilities of the EC. 

The focus on lack of coherence is particularly pertinent to the nexus between EC and the 

Council regarding external relations and CFSP where, despite the mutual recognition of 

common interests, the two institutions face cooperation challenges 187 . Notwithstanding the 

attempts to address these issues, mainly through the Lisbon Treaty, cooperation problems are 

also met today with the field  of energy security not  being  an exception. Discrepancies between 

practices and priorities among EU institutions still persist, yet when it comes to the 

conceptualization of  energy security differences are not so big188. For example, all EU institutes 

have identified the challenges  posed  from  increased  energy  imports  dependence,  the  need  
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for  energy    supply diversification, the integration of the internal and the external dimension of 

the EU energy security, and the need for a more integrated approach that would enhance security 

of energy supply as they recognized that internal market was a necessary condition for energy 

security yet  it was not enough189. As a result, what is important to examine is the prioritization 

of issues that fall within the scope of energy security, the subject of energy security (who should 

ensure energy security?), and possible tools and trade-offs towards ensuring energy security. 

On the other hand, one cannot but observe some differences between the EC, the EEAS, and 

the EP. Furthermore, intra-institutional lack of coherence can be also observed and Maltby 

(2013) validates the argument posed by Christiansen as he identified differences among the most 

important DGs which are working on energy security. In particular, he claimes that while DG 

Trade understands the issue of dependence on Russian gas from a pricing and competitiveness 

perspective DG Energy focuses more on the risks to gas supplies190.  This should come as no 

surprise as overlaps have been a common problem in the EU structure. For example, Andoura et 

al. (2010) point out that in the area of energy sustainability different DGs, including DGs for 

Transport, Energy, Environment, Competition and Tax were involved and each was operating 

within its own paradigm191. 

As compared to other EU institutions, however the EC remains relatively prudent with the 

geopolitical dimension of energy security although there are some discrepancies among 

officials. For example, in interviews with officials from DG Energy some rejected that there is 

any geopolitical dimension in the EU energy security strategy or more specific in the EU 
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energy security strategy towards Russia, while others admitted the existence of geopolitics 

recognizing that it is a dimension in energy security that cannot be ignored, yet it falls more in 

the job field of the EEAS192193194. 

This inconsistency can be largely attributed to the fact that like many other states as well as 

institutes, the EC tends to officially play down the geopolitical dimension of energy security in 

order to avoid any further securitization of it. This has been also the case in various interviews 

during this research project as recently government officials and policymakers in different 

corners of the worlds tend to downplay the geopolitical dimension of energy security. In this 

context, they tend to present themselves or the organizations and states that they represent as 

rational, market-orientated and hence more business friendly energy actors. 

For the EEAS on the other hand, geopolitics is a reality in energy security and overlooking it 

is merely naive195. This position should come as no surprise given the fact that the EEAS is the 

EU's diplomatic service that was established with the Lisbon Treaty and it operates under the 

High Representative of the Union for Foreign Affairs and Security Policy (HR). Being mandated 

with the diplomatic representation of the EU and the support of the EU CFPS, officials from the 

EEAS see geopolitical calculations on energy security calculations of energy actors such as 

Russia and OPEC. This can also attributed to their daily interaction with authoritarian 

governments and policy officers which give priority to the strategic dimension of energy 

security in various EU delegations worldwide. Hence, there are objections albeit implicit about 

the merely technocratic approach of the EC on energy security arguing that although their goal is 

the promotion of a market-based energy market they acknowledge the existence of geopolitical 
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considerations196. 

The EP, in turn, has been overly concerned on the EU dependence on gas imports. Adopting 

a more straightforward narrative the EP has underscored the need to address the concerns 

stemming from the EU dependence on Russia even before the eruption of the Russia- Ukraine 

gas crises197. In all its published texts the EP tends to directly acknowledge issues which are 

implicitly recognized by other EU institutions and as a result one can identify it as a source of 

further securitization of energy. A second difference and perhaps the most stark is the sensitivity 

of the EP regarding issues such as human rights and democratic governance in tandem with the 

fact that its members tend to link them to energy security considering them as mutually 

reinforcing198. 

All in all, it can be concluded that the perceptions on energy security among major EU 

institutions are eventually smaller than it was initially expected. The research examined the 

conceptualization of energy security of the EC, the EEAS, and the EP and their common 

denominator is the integration of the internal and the external dimension of energy security and 

the need for diversification of energy supplies. The fundamental difference is to what extent do 

they acknowledge the existence of geopolitical challenges in energy security especially 

regarding Russia where the EC is most discreet actor and the EP the most vocal one. This can be 

largely attributed to their competencies and their mandate as the EC officials appear to be very 

prudent not to create any unfortunate precedent as they hold executive power and by all means a 

more important role in the EU energy policymaking process. It should be also noted that by all 
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and large having diverse opinions is not necessarily a problem provided that these difference can 

be ameliorated and lead to optimum policy results something that will be evaluated in the 

following chapters. 

Another issue that needs to be stressed is the fact that some EU officials downplay the 

geopolitical dimension of energy security due to the limited foreign policy capabilities of the EU 

in the field of CFSP. The EU by its design is not a geopolitical actor and such competencies 

have been left mainly to the EUMS. Therefore, what EU leaders such as Barroso and Junker say, 

has little impact in the global geopolitical landscape prompting EU officials and policymakers to 

emphasize the market-based dimension of energy security. 

 

4.2.2. Germany199
 

 
For Germany, energy is a prerequisite for the country’s economic growth and social stability. 

For a war-torn country which has been through a lengthy process of rebuild from the ashes as 

well as a very complicated process of national reunification ensuring economic growth and 

stability has been the ultimate value for its society but also the outmost duty for its political 

leadership. This conceptualisation of energy security as a “public welfare” mandate is not a new 

thing and it dates back to the first decades of 20th Century with the adoption of the 1935   

Energy Act and the 1965 “Act on the Minimum Storage of Mineral Oil Products”, under which 

the German Federal Constitutional Court argued that energy security falls within the “interest of 

most public concern”200.  Later, the “Energy Dialogue 2000” report recognized energy security  
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to be one of the 3 key objectives of German energy policy together with economic efficiency 

and environmental compatibility201. 

Until the late 1990s the German state did not believe in the value of a state that pursues a 

grand energy state by creating national champions, negotiating energy deals and manipulating  

the markets, as it subscribed more in market-based approaches to energy security. Following 

however the 1998 federal elections and the coming to power of the Schroder coalition 

government, the German disposition towards energy security experienced an important shift as 

the newly-elected Chancellor had a different interpretation on the concept of energy security, 

away from the traditional market-based approach. In particular, Schroder believed that 

overdependence on energy imports calls for powerful and competitive energy companies at the 

international level and a more energetic energy policy. In addition he understood energy security 

as a high state mandate that could not be left solely in the hands of private companies especially 

when the latter ware unable to ensure it as well as vis-a-vis large infrastructure projects202. At 

the same time however, Berlin avoids any explicit connection between energy security and 

geopolitics. According to the official narrative, there is nothing geopolitical in the German 

approach on energy security and that even the highly contested Nord-Stream pipelines have been 

purely corporate projects203 

Apart from the nexus between security of energy supply and competitiveness, Berlin has  

been particularly sensitive vis-a-vis the environmental dimension of energy security. This 

dimension of the German conceptualization of energy security is tied to the decision of the 
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German government to phase out nuclear energy and introduce a multi-decade transition to a 

low-carbon, green economy which is now commonly known as "energy transition", also known 

as “energiewende". The first seeds of this energy transition can be found in the 1970’s the 

discussion about a low-carbon German economy intensified in the 1980s and 1990s leading   to 

a series of initiatives such as the    Renewable Energy Sources Act or EEG204 . Germany attaches 
 
great importance to environmental and sustainability issues of energy security if not equal to 

energy security of supply. 

 

4.2.3. Greece 
 

Greece, on the other hand, takes a less holistic and a more geopolitical approach on energy 

security. Being located in the very sensitive region of South Europe, Greece had been for many 

years an anchor of political and economic stability. Being located in the crossroads of different 

energy infrastructure projects such as the South Stream, the Alexandroupolis-Burgas pipeline,  

the Southern Gas Corridor, Greece has been prompted to use energy security as a “score card” in 

its political and economic relations with other countries, including its EU counterparts. Despite 

the limited size of the Greek economy and the energy market the country has been seeking to 

emerge as a regional energy hub. For many years, the basic pillars of Greece’s understanding   

of what constitutes energy security and what should be the main priorities are the economic and 

political merits that stem from being a major energy supplier or a key energy transit state205. 

This calculation is based on a long-standing Greek geopolitical understanding that energy 

security is mainly about securing access to multiple energy sources and energy transportation 
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routes, sometimes overlooking economic aspects and that diversification not just of energy 

suppliers but also of energy transportation, and energy clients can bring considerable economic, 

security, and political trade-offs. While in most cases there seems to be a blurred image about 

the importance of these merits, for many years the dominant discourse among academics, 

scholars, and policymakers in Greece focuses on the    geopolitical advantages of parallel energy 

relations with Russia as well as with the EU206. As in many other cases, the official Greek 

position as stated by politicians and senior officials is that there is no geopolitical dimension in 

the Greek energy security calculations and that Athens has been applying economic benchmarks 

in its energy relations207 208. This is in line however with the general tendency among most 

government officials and politicians to reject any geopolitical approach of energy security out of 

fear most likely to further securitize it. In numerous informal discussions with officials from  the 

Hellenic Ministry of Finance it was confirmed that that there is a distinct link between 

geopolitics and energy security209. 

Starting from the early 1990s when the Burgas–Alexandroupoli pipeline project was 

proposed by several Russian and Greek companies, the Greek governments have been 

underpinning the importance of Greece becoming an energy hub. When in 2006, Prime Minister 

(PM) Karamanlis was negotiating multiple energy agreements with Russia, Bulgaria and the EU, 

Greeks were expecting not only economic profits but also considerable concessions from the 

Americans and the Europeans on other issues such as the Cyprus dispute and their relations with 
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Turkey210.  

Some years later when the same government negotiated, against the EU and the US will, 

with the Russian President Putin and Gazprom the construction of South Stream, it anticipated 

that a more active pipeline-diplomacy would serve as the cornerstone of a closer relationship 

with Russia and this multi-vector foreign policy would bring the country to an advantageous 

position vis-a-vis economic negotiations, but also with respect to long-standing diplomatic 

issues such as the Aegean Sea dispute with Turkey, and the Former Yugoslav Republic of 

Macedonia (F.Y.R.O.M.) name issue. The same perception about the power of energy security 

was also evident in the recent discussions between the SYRIZA-led  coalition government and 

Russian officials with respect to the launch of the Turkish Stream project. At that time, Athens 

not only sought to benefit from transit-fees from such a project but also receive financial 

assistance from Moscow that would be valuable for its cash-strapped economy as well as to use 

this rapprochement with Moscow as a bargaining chip towards its creditors in a period when the 

relations between Russia and the West had plummeted following the 2014 Crimea 

invasion211. 

4.2.4. Poland 
 
Poland, in turn, a member of the so-called Visegrad Group of Central European states which 

also includes Czech Republic, Slovakia, and Hungary approaches energy security from a clearly 

geopolitical perspective. The reason behind this has been not only the energy dependence of 

Poland from Russian energy but also the overall geopolitics of EU-Russia relations as well as in 
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the Polish historic memories of the period when the country was a satellite under the influence 

of Soviet Union. 

The National Security Strategy of the Republic of Poland of 2007 and 2014 characterized the 

Polish dependence to Russian gas imports as the greatest external threat to national security. The 

Polish government has identified a growing importance of the economic dimension of energy 

security and it has been constantly stressing the usage of energy as a political weapon by some 

states, implicitly referring to Russia. The importance of the geopolitical dimension of energy 

security  is  further  emphasized  by  the  Polish  government  which  underscores  the 

challenges stemming from  the lack  of diversification of energy supplies212. The 2014  National  

Security Strategy of the Republic of Poland recognizes access to energy resources as well as 

diversification of energy supplies and transit routes as the most important factors of energy 

security213. As for the environmental dimension of energy security or the importance of energy 

efficient choices, while not objecting the importance of such policy options, the Polish 

government clearly places less importance to them. 

At an international level, according to Piotr Naimski, Secretary of State at the Ministry of 

Economy Poland, energy security has been playing a detrimental role in international relations 

and global order. The Polish understanding of energy security focuses on the importance of 

dependence of energy importing countries on the energy exporters. While not rejecting the 

existence and the importance of market mechanisms Warsaw believes that the latter often 

succumb to geopolitical calculations214. 
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Securitization of energy has been a frequent policy choice of the Polish government which 

has been responding to domestic pressures as well as to external energy challenges with tying 

energy issues and national security mainly vis-a-vis Russia. During the governance of the right- 

wing Law and Justice Party from party from October 2005 to November 2007, party members 

veiled accusations against Russia of motivated gas supply disruptions 215. In 2008, the then  

Polish Minister of Foreign Affairs Radosław Tomasz "Radek" Sikorski argued that  “when 

energy becomes an instrument, or even weapon, it stops being an economic issue and becomes a 

matter of national security… [it cannot] simply be resolved by pressing several free-market 

buttons labelled ‘liberalization,’ ‘competition,’ etc”216. The most memorable however case of 

energy securitization took place in 2006 when the then Minister of Defence Radosław Sikorski 

called  the agreement between Russia and Germany for the construction of Nord Stream 

pipeline a throwback  to  the  “Molotov-Ribbentrop”  pact,  referring to  the  security 

ramification  that such project would bring to his country. 

The Polish approach of energy security understands not only the structural dimension of 

Poland’s energy security perceptions as after all, the country is not the most dependent on 

Russian  energy;  Russian  oil  imports  might  represent  the  vast  majority  of  Poland’s  oil 

consumption which stands for approximately 26% of the country’s energy mix yet oil has a high 

fungibility and alternative suppliers can be found relatively easily while Russian gas represents 

approximately 11% of the country’s energy consumption217. Consequently, the tendency of 

Polish elites to portray energy security as an issue of national security and to emphasize security 
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of energy supply can be only partially attributed to the dominance of Russian gas. In    

particular, 

Polish conceptualization of energy security is also underpinned by Warsaw’s broader  

geopolitical outlook and its high sense of strategic vulnerability vis-à-vis Russia 218 . 

Furthermore, the Polish concerns have been intensified not only due to historical trauma from 

the past but also from a widespread disappointment about the inability of the EU to form a 

coherent energy security strategy towards Russia. 

 

4.3 Conceptualization of Energy Security in the Early 2000s 

Despite different approaches on the definition of energy security on energy security, EUMS 

and institutions share common values and norms, at least at a declaratory level that allows us to 

frame the notion of the EU energy security approach in a way that will reflect the vast majority 

of the EU energy actors. Hence, the common denominator among EU institutions and member 

states leads us to a conceptual starting point that adopts the mainstream definition according to 

which energy security is the adequacy of energy supply at a reasonable price. 

Traditionally, energy security within the EU has been linked to consumption patterns and 

economic structures. Starting from the 1974 oil crisis the EC has been particularly interested in 

framing the notion of energy security, yet such attempts were circumscribed to economic and 

technocratic measures for the harmonization of national energy policies among members 

following a broader complacency regarding the availability of fossil fuels and a relative stability 

of oil prices until the middle 1990s. The discussion regarding the notion of energy security dates 
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back in 1995 when the EC published the first White Paper on energy policy in the European 

Union which identified three priorities namely, securing supply of energy, competitiveness in 

the European energy market, and ensuring environmental sustainability regarding energy  

choices219. 

The concept of energy security however was not mentioned as the White Paper focused on 

different segments of what later was framed as energy security. A major issue that has emerged 

however from this approach is if there are trades-offs between the above-mentioned priorities, 

and if yes to what extent and under what cost. Belyi (2003) for example has noted that the last 

two priorities were clearly distinct from security of supply220. As in many other aspects on EU 

policy, there is  no  consensus  on the specific issue, with  the EC  and the  EP  considering  

these objectives as mutually reinforcing, while the Economic and Social Committee and the 

Committee of Regions as well as scholars close to the EU institutions such as the independent 

think tank Bruegel points out that there are important trade-offs between them221 222223
. 

In 2000, the EC published the Green Paper on energy security of supply. Moving from a 

broader conceptualization of energy policy in the 1995 White Paper, the EU framed the notion 

of energy  security  around  three  more  concrete  concepts,  namely  imports  dependence,  

climate change, and internal energy markets. Thus, one could find three different and more 

tangible dimensions in the EU energy security perception namely a political dimension that 
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addressed the issue of energy import dependency, an economic dimension that dealt with the 

challenge of energy price volatility and sought to promote the nexus between energy markets 

and energy security, and a normative dimension that was linked to the institutional dimension of 

energy security. Furthermore, priority was given to sustainable development that the EC defined 

in 2001 as the “reasonable balance between security of supply, satisfaction of social needs,    

competitive energy services and environmental protection”224. In parallel, the Green Paper was 

explicit with the analysis of the internal and the external dimension of energy security. This 

comprehensive understanding of energy security mirrored the interest of EUMS and institutions 

to move beyond national boundaries and consider energy security from a more transnational 

perspective 225 . What is more, the Green Paper albeit highly concerned on energy imports 

dependence as well as on the link between energy security and geopolitics, underscored that the 

goal of security of supply is not to minimize energy dependence but rather to mitigate and 

reduce risks which are associated to such dependence226. The reason for this standpoint is the 

adherence of the EU to liberal  market-based approach that subscribed to the ability of the 

“invisible hand” to allocate energy resources in a way that can maximize energy security. 

 While the promotion of sustainability through a balanced approach on energy security 

was dominant until the late 1990s, gradually the issue security of energy supply started attracting 

more attention something that should come as no surprise given the rising share of the EU 

energy imports. A major reason behind this major conceptual shift has been the EU enlargement 

process in 2004 and 2007 that would include former Soviet Union states which had been 
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traditionally dependent on Russian energy imports. As a result, the levels of EU energy 

dependence would increase prompting more energy insecurity. Moreover, the integration of the 

countries would  omit the buffer zone which had existed so far between Russia and the 

EU and therefore it accelerated the securitization of energy security in EU and especially 

among the new EUMS227. 

 Hence, energy security was becoming gradually a strategic challenge and the 2000 Green 

Paper identified risks to energy security of supply that were associated with the double 

enlargement as the EU would become the world’s largest energy consumer while its oil and gas 

dependence was projected to jump from 50 per cent to 70 per cent by 2020. To make things 

worse, experts were predicting that once the EU integration process would be completed demand 

for oil imports would reach 94% and gas to 90%228. While the Commission perceived external 

dependence as major source of instability of energy supply it also recognized the different 

impact that external energy dependence could bring to Member states based on their reliance on 

energy imports but also depending on their vulnerability to geopolitical instability229. 

Attempting to analyse the notion and the basic dimensions of energy security, the  

Clingendael International Energy Program in a report prepared in 2004 for the DG for Energy 

and Transport of the EC linked energy security with energy crises and geopolitics and it 

identified a potentially profound impact to the availability of energy resources when political 

and economic changes take place. Hence, when the international economic or political system 
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could be under stress due to regional or domestic instability or even interstate competition the 

secure flow of energy supplies might occur. In particular, the Clingendael International Energy 

Program recognized a number of different risks to energy security: 1. Physical risks that involve 

temporary or permanent disruptions, 2. Economic risks which refer to energy price volatility, 3. 

Environmental risks which may result from technical issues, accidents or polluting emissions. In 

this context, risks to security of energy supply could be the outcome of internal or external 

political, economic, security, and technical policy choices. The paper emphasized the risks 

stemming from Middle East and the OPEC decisions signalling the EU priority to oil supply 

security230. 

To sum up, by the early 2000s the EU concerns on energy security focused mainly on oil 

imports dependency as well as on energy price volatility. Furthermore, the EU understanding on 

energy security became more concrete as Brussels recognized that mitigation of risks due to 

energy imports was a legitimate concern that had to be addressed while minimizing energy 

dependence was  not  an  actual  goal 231. Towards  this  end,  diversification  of  energy supplies 

became  a  critical  condition  of  security  of  energy  supply.  The importance  of energy supply 

diversification has been highlighted by a wide range of energy actors such as the EC, the 

Council, and members of the EP232233. 

The prioritization of security of energy supply was not just part of the agenda among EU 
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officials but it was also reflected in lower segments of EU policymaking as well as among EU 

citizens; following the publication of the 2000 Green Paper, the EC initiated a large-scale debate 

regarding the EU energy security that lasted more than 15 months and it engaged a big number  

of institutions, associations, administrations, and NGOs in more than 300 conference and 234 

official contributions. The common denominator that emerged among the participants was 

the importance attached to the contribution of energy diversification234. The issue of energy 

security was also part of the Eurobarometer surveys which reflect the opinion of EU citizens on 

critical issue and in 2003 the EC presented a survey according to which most Europeans identify 

the  high external energy dependence as a critical issue of energy insecurity235. 

Until the early 2000s however, the EU concerns on energy security were focusing on the 

mounting dependence on oil and gas imports without considering Russia as being part of the 

problem. Interestingly, the word “Russia” was not mentioned at all in the 1995 White Paper, 

while the 2000 Green Paper called for reducing the EU energy dependence on Russian energy 

resources but this appeared to be more part of the overall narrative that the EU should promote 

energy diversification as a matter of principle236. In fact, Moscow was considered to be a rather 

reliable partner that would serve as a trustworthy alternative supplier of EU and a counterweight 

to the resource-rich yet unstable Middle East237. The energy security landscape had become 

more 
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complex in the early 2000s following the September 11th terrorist attack, the new rapid  

economic growth of China and India, and the volatility of oil price238. 

 

4.4. Conceptualization of Energy Security after the Mid-2000s 
 

The 2006 and mainly the 2009 gas crises between Russia and Ukraine served as a turning 

point for the EU perceptions on energy security. These events, in tandem with the rise of energy 

prices and the 2004 and 2007 enlargement alarmed the EU leadership which was forced to 

reconsider basic assumptions of its energy security perceptions. Hence, the overall frame of 

energy security became more specific and it focused more energy supply disruptions focusing 

with emphasis to the EU-Russia relations. The need for energy diversification was not anymore 

a matter of principle but the answer to specific uncertainties. 

The 2006 gas dispute occurred between the national energy companies of Ukraine and 

Russia oil Naftogaz and Gazprom and it peaked on January 1, 2006 when the latter suspended  

gas supplies, a decision that affected European countries that imported Russian gas. Three years 

later, the two countries had the most serious energy stand-off when the Russian gas giant cut off 

gas supplies to Europe for 13 days. Some countries in South and Eastern Europe, such as 

Bulgaria, Serbia,  and  F.Y.R.O.M. faced  a total  gas  shortfall  because of  their dependence  on 

Russian gas imports and the lack of alternative options. For Europe the timing of the Ukraine- 

Russia gas dispute could not have been worse as the weather was very cold, and by 11th January 

the death toll mounted to 11 among which 10 were living in Poland where temperatures had 

sunk to -25C.  
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Facing the emergence of resource nationalism in Russia together with growing instability in 

the Middle East after the Iraq war which led to higher energy prices as well as the rise of new 

energy players such as China and India, which approached the security of energy supply from a 

more geostrategic approach as they had been considered to be approaching a more aggressive  

and zero-sum based resource diplomacy underscored the necessity for a conceptualization of 

energy  security  within  a  broader  geopolitical  framework  at  least  for  a  growing  number 

of officials  and  energy experts 239.  In  January 2006,  the  PM  of  Poland,  describing  the  

energy security landscape in the EU argued that, “today Europe is beginning to view that issue   

through Polish eyes” implying the risks emanating from Russia as a supplier of gas240. 

In fact, according to EU officials what happened is that it was the first time that the EU 

seriously looked into the issue of energy security241. As a result, the rising EU energy imports 

were not seen any more as an abstract weakness that was against the basic principle of energy 

diversification;  instead  it  was  framed within  the context  of the rising energy nationalism     in 

Russia and the ongoing politicization of energy relations. In this context, security of energy 

supply was not limited to access to available energy supplies, but it included a number of 

challenges and possible policy choices such as the physical security of energy infrastructure as 

well as the personnel employed there, the EU external relations with third countries, the 

obligations  stemming  from  bilateral  contracts242. Security of  energy  supply was   further 

prioritized with the Second Strategic Energy Review published by the EC in 2008 which 
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stressed that the objectives of the EU's energy policy were “sustainability, competitiveness and, 

above all, security of supply”243 

Furthermore, the securitization of energy went one step further as the identification of threats 

became more specific with implicit references to Russia and to a lesser degree to other energy 

exporting countries. In this context, the European Council argued in a 2006 paper that “some 

major producers and consumers have been using energy as a political lever”. Furthermore, 

notwithstanding the fact that from the conducted interviews it became explicit that the EC’s DGs 

did not want to be linked to the discussion about energy geopolitics the EC had stressed the 

impact of external actors to the EU energy market. Therefore, it had underscored the necessity to 

recognize the geopolitical dimension of energy security and the importance of the nexus 

between energy security and external relations, while the need to boost political impetus and 

approach energy security as part of the EU international relations was also highlighted in the 

Second 

Strategic Energy Review published by the EC in 2008244 245.  Similarly, in 2006, Andris 

Piebalgs the then Commissioner for Energy, highlighted energy as an issue of outmost 

importance stating that “energy must become a central part of all external EU relations; it is 

crucial to geopolitical security, economic stability, social development and international efforts 
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to combat climate change”246. Three years later Piebalgs stated that “the threat of disruption of 

supply of natural gas was one of the main reasons for increased interest in the EU’s energy 

security’’247. As a result, the notion of energy security became increasingly relevant to foreign 

policy and security concerns from EU Institutes as well as EUMS. 

The European Security and Defence Policy (ESDP) which was later renamed Common 

Security and Defence Policy (CSDP) recognized the increasing concerns on the EU energy 

security stemming from structural parameters, namely the decline in indigenous energy 

production and consequently the rise of energy imports. The second source of the EU concerns 

was the challenges and opportunities brought by the post-Cold War environment and the spread  

of globalization as states became more interconnected and consequently threats could travel 

more easily exposing energy supplies to more threats. In parallel, the rise of developing 

countries and environmental changes were altering the global security landscape with 

ramifications to the EU energy security248249. 

Moreover, the securitization of energy in the EU was signalled by the fact that starting from 

2006 Brussels has been highlighting not just the EU dependence on Russian gas but also the 

need of Russia for security of energy demand. While until 2004 the EU documents focused on 

the growing EU energy dependence, including the EU dependence on Russian gas too, after the 

first Ukraine-Russia gas crisis, Brussels as well as EU energy security experts have been 
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highlighting the  close  interdependence between  the two  sides250 251.  The interpretation  of  

this  trend can be two-fold. From one hand, it underscored the importance that Brussels attached 

to Moscow as an energy partner something which is highlighted in all EU energy documents, 

while on the other hand, it was message towards Russia and an assurance to EUMS that tensions 

to EU-Russia energy relations would bring a severe impact to both sides. As energy security was 

creating relations of interdependence, it was not only energy suppliers that could use oil and gas 

as political weapons but the EU too could apply some leverage as one of the most important 

energy markets in the world. Therefore, energy security can lead to win-win relations between 

partners provided that they are based on mutual trust and profitable long-term partnerships. On 

the other hand however, an important difference between the energy security concerns of the 

two sides has to do with the fact that in the scenario of an energy supply disruption, the impact 

to the importing country will be considerably more immediate as the lack of energy cannot be 

tolerated for long, while regarding the energy exporter the impact of the deprivation of energy 

revenues can be acceptable for a longer period of time252. 

4.5. A more Comprehensive Approach on Energy Security 
 

During the last years the EU has been approaching energy security from a more 

sophisticated and comprehensive perspective. Emphasis is still given to security of gas supply 

yet the EU appears more confident on the necessity to ensure access to a diversified basis of 

energy resources while at the same time more attention is paid to environmental and the 
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internal market dimension of the EU energy market. In the 2014 Energy Security Strategy the 

EU did not approach the notion of energy security as an abstract concept but instead it 

introduced the concept of energy system which as defined as “a complex structure, where 

aspects of "security" differ according to the actors involved at each point in the chain”. The 

energy system is composed of three tiers, namely the fuel supply tier, the energy 

transformation tier, and the energy consumption tier. For each tier the respective risks to 

security are difference. For example, the fuel supply risks depend on the diversification of 

suppliers, the energy transportation characteristics. In parallel, the resilience of the energy 

suppliers or consumers varies based on their ability to mitigate the supply disruption costs. On 

the other hand, the energy transformation tier is connected to issues such as access to 

refinery capacity, the development of interconnection networks253. 

Furthermore, the distinction of energy security based on fuel and time frame became more 

systematic. While it was mentioned in the past too, the 2014 EU Energy Security Strategy 

recognized the fact that there is a fundamental difference between oil and gas vis-a-vis 

security  of supply as the risks of crude oil supply disruptions can be more easily mitigated by 

global markets although tight supply/demand balance might pose additional barriers. On the 

contrary, given that the fungibility of gas is more limited, supply disruption shocks cannot be 

mitigated easily with the help of market adjustments, but instead resilience of the energy 

system can be 

achieved by closer interconnection of energy infrastructure through interconnectors, reverse 
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flow capabilities254. This distinction is even more distinct nowadays as the main focus of the 

EU bodies when it comes to energy security of supply is natural gas. 

Figure 4.1: EU Energy System 
 

 

Source: European Commission (2014) 
 

The EU growing interest in gas has not been new, as it is the outcome of the Russia-

Ukraine disputes and the fungibility of oil due to the existence of global oil markets, yet the 

difference between the EU energy security concerns regarding oil and gas has become stark. 

In parallel, the EU documents as well as the standpoint of EU officials portray an EU which 

is more confident regarding the size of the challenge of securing access to energy resources 

and diversifying their energy supplies. The reason behind this is the improvement of the EU 

structural capabilities following not just the implementation of the EU internal energy 

market but also the US shale gas boom which also benefited the EU as it allowed LNG from 

other parts of the world such as Qatar 
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to be rerouted to Europe255. This in tandem with the fall in the EU gas consumption made the 

EU more confident as far as security of gas supply is concerned256. 

 

4.6 Conclusion 
 

The EU understanding of energy security has been changing over time with the most 

distinct pattern in this evolution process being the EU trend to adopt a more comprehensive 

and sophisticated approach on energy security during the last years. While until the middle 

1990s  the EU documents had omitted to integrate the dimensions of energy security under one 

concept they later coined the concept of energy security gradually integrating the internal and 

the external dimensions of energy security. The EU approach became recently even more 

specialized and comprehensive, as Brussels does not talk about energy security as an abstract 

idea but instead energy becomes a subject of security with the introduction of the concept of 

the resilience of energy system. Furthermore, multiple dimensions have been introduced in the 

recent policy documents as well as multiple concerns on energy related issues such as 

compliance and promotion of investments and energy efficiency. 

What is more, the evolution of the nexus between geostrategic and market-based 

understanding of energy security has been constant yet not a linear one. In particular, it should 

come as no surprise that the EU conceptualization is largely formed by internal as well as 

external energy security challenges such as the 2004 EU enlargement and the Russia-Ukraine 
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gas disputes. While the EU  adherence  to liberal  economic values  remains the bedrock of the    

EU energy security perceptions the geopolitical dimension of energy security emerged since the  

early 2000s and it peaked in the aftermath of the 2009 gas crisis. Since then however, the EU 

appears more confident regarding its access to energy resources and although diversification 

remains a basic EU principle it is not deemed as an outmost priority. 

Furthermore, there are considerable differences regarding the notion of energy security 

among EUMS and to a lesser degree EU institutions. The research examined three countries 

that represent the wide range of national approaches, Greece, Germany, and Poland. Based on 

their energy mix, domestic political issues, their political and economic clout as well as 

important social and historical parameters these countries have developed different 

understandings and priorities regarding energy security. Given the importance of the EUMS in 

the EU energy security policymaking mechanism these difference can constitute an important 

challenge for the EU energy security. 

In parallel, there are some conceptual differences among the EC, the EEAS, and the EP 

with the former being more technocratic and the latter more taking a more bold position 

regarding security of energy supply and being more sensitive regarding the nexus between 

human right, democracy, and energy security. These differences can be largely attributed to the 

different roles of these institutions in the EU energy policymaking process and they cannot be 

considered as a problem per se. 
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5. EU Energy Security Policy 
 
Before examining the EU energy security policy, the research will first study the EU energy 

security governance and in particular it will shed light on the engaged actors and the interplay 

between the EU Institutions and the EUMS. This is particularly important due to the 

supranational character of the EU as a number of state and supranational institutions have been 

playing an active role in the EU energy security policymaking. Therefore, the research will 

examine the evolution of the EU energy security governance focusing on the political bargain 

and often the power among the EUMS and the engaged EU Institutions vis-a-vis the 

responsibility to design and implement the EU energy security policy. 

 
 
5.1. EU Energy Security Governance 
 
The issue of EU energy security governance boils down to whether the European energy 

policy should be pursued at a national or supranational level and which EU Institutes should take 

the leading role in the EU energy security governance. To a large extent, the EU energy security 

governance reflects a political bargaining between EUMS whose standpoint is largely  

determined by domestic politics that shape their national interests and hence, their bargaining 

positions. Since the early 2000s there has been a tendency towards a more pan-European energy 

security governance with the transfer of competencies to the EC and the empowerment of the EU 

as an international actor through the establishment of the HR. This tendency has been the 

outcome of mounting concerns on the EU energy dependence on energy imports, mainly from 

Russia that has been challenging the resilience of the national energy system especially of the 

Eastern European states. In parallel, a power play among EU institutions has been taking place 

where the EC, the EP, the Council, and the European Council have been involved.  
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The EU energy security governance includes formal as well as informal contacts among a 

wide range of energy policy actors whose objective is to materialize the energy policy goals of 

the EU yet their perceptions, agendas, and preferred policies can lead to largely diverse set of 

energy policies. It often reflects a common ground between diverse interest and beliefs among 

EUMS and bureaucrats and it can be deemed as the outcome of political compromise. In other 

cases however, especially with respect to the internal energy market the EU institutions take a 

leading role leaving the EUMS with the choice of either integrating themselves into EU energy 

governance or being left behind. 

The EU energy governance structure is composed of the 28 EUMS represented at the 

European Council, 11 executive and regulatory agencies including the EC, the EP, the Council 

of Ministers and a number of wide networks of stakeholders such as consumers, energy 

suppliers, industry associations and environmental NGOs. The Council of Ministers together 

with the EP hold the legislative power as they decide on the legislative proposals put forward by 

the EC. The latter is the executive brunch and perhaps the most important factor within the EU 

energy governance. With respect to the external dimension of the EU energy policy the HR 

serves as the EU foreign minister. In practice however, the key actors in the EU energy security 

policies are the EUMS given their power regarding national energy mix, the EC that sets the 

overall for the Member States and the EEAS which coordinates EU relations with key energy 

suppliers257. Although the EUMS maintain their sovereignty regarding their decisions on their 

national energy mix, the EU has an increasingly important role to set up an energy policy 

framework. As a result, the EUMS participate in this process via the European Council while it 
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co-decides on European legislation through the Council of Ministers. The later together with the 

EP hold the legislative power of the EU. 

 
 
5.2. EU Energy Security Governance Mechanism 
 
Energy has been an intrinsic part of the EU policymaking as it has been part of its founding 

European Coal and Steel Community treaty in 1951 and the 1957 European Atomic Energy 

Community Treaty (Euratom) which conceptualized important energy security concepts such as 

‘Security of Supply’ in Community law and mandated Community organs to pursue energy 

policy such as the Euratom Supply Agency’s competency to ‘an exclusive right to conclude 

contracts’. 

Energy remained a largely intergovernmental issues and for example, the 1984 established 

Community-backed Energy Charter Treaty (ECT) had its institutional basis outside the EC and 

remained largely intergovernmental. During the 1990s the energy policy landscape started 

gradually to change as the end of the Cold War and the ideological rise of liberalism resulted in 

less resistance from the Member States towards European-level solutions in the energy security 

domain. This can be largely attributed to domestic EU politics and particularly to corporate 

European interest in securing an investment-friendly environment that would allow them to 

access promising energy markets in Europe as  well as in the resource-rich former Soviet Union 

countries258. In parallel, the Maastricht Treaty did not provision a separate energy chapter despite 

the efforts of the EC and the support from a number of countries such as Italy, Belgium, and 

Spain as a result of the strong resistance of certain countries such as Netherlands, Great Britain 
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and Germany259. Hence, in the 1992 Maastricht Treaty although it is stated that energy was an 

activity of the European Community in terms of ‘measures in the spheres of energy, civil 

protection and tourism’ the wording was rather vague and it did not provide a solid regulatory let 

alone legislative framework. Instead, energy was merely part of a long list of European 

Community with no further specification260. 

While the 1997 Treaty of Amsterdam and the 2001 Treaty of Nice did not entail major 

amendments in the EU energy governance as the EUMS were once again unable to reach a 

consensus on a common energy governance and policy. Yet, the trend however reinforcing the 

role and widening the mandate of the EU Institutions and mainly the EC continued. The shift 

towards more Europeanization of energy policy is mainly signified by the enhanced role of the 

EC which is the executive branch of the EU. Again, this was largely determined by domestic 

calculations of the EUMS and not by a genuine support towards a common EU energy policy. In 

fact the wars in Iraq and in Afghanistan in the early 2000s brought oil price volatility which 

combined with the prospects of higher energy dependence after the 2004 EU enlargement and  

the emergence of new energy players such as China alarmed the EUMS. As a result, an 

increasing number of states such as the Baltic States and Austria supported an upgraded EU 

energy policymaking mechanism through policy initiatives, such as the inclusion of a solidarity 

clause that provisioned close intra-EU support in the event of energy supply disruptions261. 

This tendency was once again validated in the negotiations for an EU Constitution. The Draft 

Treaty  Establishing  a  Constitution  for  Europe  included  again  energy  as  an  area  of  shared 
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competence between the EU and the EUMS (Parti 1 Title III, Article 13, par. 1-3)262. Again, 

however, the national interest of the EUMS prevailed as France and Netherlands rejected it in the 

national referendums that were organized and eventually the EU Constitution did not come into 

force263. On the other hand, we need to recognize that the EUMS had the intention to provide 

additional space for common EU energy policymaking as according to Article 130 par. 2, C, “the 

Council of Ministers shall unanimously adopt European laws or framework laws establishing 

measures significantly affecting a Member State's choice between different energy sources and 

the general structure of its energy supply”264. Thus, what can be concluded is that neither the EU 

Community nor the EUMS had unlimited power regarding their power to   pursue their energy 

security choices. What is more, despite the eventual failure of the EU Constitution to enter into 

force, the proposed novelties provided justifiable ground for modest optimism on  the prospects 

of a common EU energy policy265 266
. 

The favourable momentum towards the establishment of a more coherent EU energy policy 

that would provide the EU Institutions with more competencies remained intact in the 2006 

Green Paper, with the latter underscoring for the first time the needs for an EU external energy 

policy albeit in a rather vague framework. In this context, the role of the EC was limited to 

providing the necessary framework for the necessary energy infrastructure projects that would 
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connect the European continent with resource rich areas. In this context, the EC took a lead on 

various energy security related programs such as EUROGULF and INOGATE. All in all, this led 

to a tripartite energy security architecture that included the EC which paved the ground for 

energy agreements and investment projects, the energy companies which were the ones that 

would execute these agreements and the EUMS who had the final say in these initiatives267. 

Although the 2006 Green Paper  emphasized the need  for  a  coherent  EU external  energy 

security policy and highlighted the recognition on behalf of the EUMS that the EC should take a 

leading role in order to help the EU to face a challenging energy security landscape, it did not 

make any specific proposals on how the EC and other EU Institutions should be empowered.  

One year later, the signing of the Lisbon Treaty attempted to bring a breakthrough in the modus 

operandi of the EU energy governance. Despite the hardships and the high political toll that 

EUMS had to face vis-a-vis their domestic audience, the Lisbon Treaty was concluded after a 

lengthy process of eight years. The EU leaders were determined to streamline the EU and make  

it a more credible international partner and towards this end they sought to deepen the EU 

integration and to improve the EU international capacity268. 

Regarding energy, the goal of Lisbon Treaty was not merely the promotion of the established 

EU energy policy goals but to bring the EU energy to a different level by creating a closer 

common EU energy sphere. The EUMS agreed to transfer competencies to the EU Institutions 

and the Lisbon Treaty included energy as an area of shared competencies between the EUMS  

and the EU Institutions in Title XXI, Article 194 according to which“…the EP and the Council, 

acting  in  accordance  with  the  ordinary  legislative  procedure,  shall  establish  the  measures 
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necessary to achieve the objectives in paragraph [establishment and functioning of the internal 

market and the need to preserve and improve the environment] 1. Such measures shall not affect 

a Member State's right to determine the conditions for exploiting its energy resources, its choice 

between different energy sources and the general structure of its energy supply, without 

prejudice to Article 192(2)(c)”269. Furthermore, with Article 122 the Treaty introduced a special 

provision according to which the Council was mandated to take appropriate measures upon the 

proposal from the EC and assist a Member which faces difficulties in ensuring security of energy 

supply270. These provisions admittedly provided an enhanced political framework for more EU 

action and solidarity among EUMS. 

On the other hand, the absence of respective legal obligations and an enforcing mechanism 

that would ensure solidarity as well as the actual activation of EU Institutions in times of crisis, 

casted a shadow over the new structure of the EU governance and the ability of the EU to put  

into motion the provisions of the Lisbon Treaty. Furthermore, there are additional legal 

shortcomings within the energy-related provisions of the Lisbon Treaty, such as the fact that 

Council’s actions on energy policy required unanimity in case they were of fiscal nature as well 

as the recognition of the EUMS right to pursue bilateral energy relations with 3rd countries in a 

way that they would see fit despite the cooperation and competition issues among EUMS which 

may arise. Thus, the Lisbon Treaty’s energy governance provisions can be described as a 

carefully   crafted   compromise   between   shared   EU   Community   mandate   and      national 

sovereignty271. The Lisbon Treaty was the output of a political bargaining among EUMS and EU 
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Institutions, which sought to keep a balance between institutional efficiency and 

democratization. The Lisbon Treaty however did not establish a clear-cut division of labour 

between the EU, the Council, HR, the EEAS and EUMS resulting in intercrossing competencies 

which can undermine the efficiency of the EU energy security governance. For example, Art. 

218 Treaty on the Functioning of the European Union (TFEU) attributes an important role to the 

Council and  by extension the EUMS in agreements that are exclusively or partially linked to 

CFSP as well as to big projects such as pipeline networks272. This confusion became evident 

during a 2010 EU- US  Energy Council  the EU was  represented  by the  HR  Catherine Ashton  

with  the European Commissioner for Energy Günther Oettinger playing a secondary role. The 

debate as to who is in charge in the EU external energy relations can be described as a power 

game between the Commission and the Council of Ministers273. Furthermore, it is rather vague 

as to whether the Commission or the HR is authorized to hold negotiations with third 

countries 274. This should come as no surprise as the Lisbon Treaty reflected an attempt to 

maintain some balance between the EU Institutions. From one hand, the EC was mandated with 

the EU representation while on the other hand, the interest of the EU leaders to validate the 

democratic roots of the EU led to a more confident and ascending European Council. At the 

same time the allocation of the Commissionerships among EUMS revealed a relevant lack of 

meritocracy and the prevalence of power politics with the most powerful EUMS having their 

officials nominated for the most important positions, including DG Energy275. 

The Lisbon Treaty resulted in more complex EU energy security governance and not 
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necessarily a more effective one. This was clearly depicted during semi-constructed interviews 

with officials from the EEAS and various DGs of the European Commission as there was a 

largely diverse approach on hierarchy and division of competencies regarding energy policy. 

Hence, in the questions “Who has the leading role in EU’s energy security policy?” some 

officials answered that it was the HR, some others responded that the EUMS maintain the 

leading role while others stated that DG Energy has the first saying. It is interesting that even 

officials from the same department responded differently to the certain question. Interviews with 

different EU officials revealed not only a confusion among different Institutions and offices 

regarding the EU energy security governance but also an ongoing intra-EU competition on the 

energy security governance leadership276. 

In May 2014 the EC set out its Energy Security Strategy which outlined the latest  changes in 

the EU energy security policy. Regarding energy security governance the HR was identified as 

the main, but not the only, responsible for the EU energy external relations sharing competencies 

with the Commissioner of DG Energy 277. Once year later, the proposed EU Energy Union 

recognized the dominance of national energy regulatory frameworks over a weak set of EU rules. 

The problematic division of competencies among EU Institutions especially with respect to the 

external energy relations of the EU is reflected in the 2015 EU Energy Union Package published 

by the EC. The later provided a comprehensive analysis on measures towards the development of 

the EU internal energy market where the EC would play a leading role. On the other hand, the 

document does not provide a similarly in-depth analysis about the role of other EU Institutions as 

                                                           
276 EC and EEAS Officials, interviewed by the author, Brussels, October 5-7, 2016. 
277 Stephan Slingerland, et al., “EU Energy Governance for the Future,” Brussels: EP, Directorate 
General for Internal Policies, Policy Department A: Economic and Scientific Policy, IP/A/ITRE/2014-08, 
January 2015, 2 



185 
 

well as the EU energy security governance with respect to external relations278. This  reflects  the  

important  role of  the  EC  in  the  EU  energy policymaking  but  also   some problems of 

coordination among different EU actors. 

 

5.2.1. The European Commission 

The EC is the EU’s executive brunch, a supranational instrument which operates 

independently from the EUMS in the interest of the EU. The EC draws up proposals for new European 

legislation that can be better dealt with at a supranational level. Within the context of energy policy, it 

derives from technical and policymaking expertise through a pool of policymakers and energy experts 

which are recruited by the EC. Furthermore, once the European Council and the EP passes an energy 

related law it is the EC’s bailiwick to ensure the EUMS compliance with the respective legislation. 

As the EU’s executive arm, the EC oversees multiple policymaking fields it is organized into fifty 

three DGs and executive agencies/departments. Furthermore, each EUMS provides one Commissioner 

who is led by the EC President and is responsible for a specific policy area. With respect to the EU 

energy policy, the most important DGs are DG ENER, DG COMP and to a lesser degree DG CLIMA, 

DG ENTR, and DG ENV. Furthermore, due to the multifaceted character of energy security DG DEVCO 

plays an important role in the implementation of energy related program with third countries such as the 

European Neighbourhood Policy (ENP). 

Some of the above mentioned DGs are relatively newly-established as the where launched under 

Commissioner José Manuel Barroso in 2010. Hence, DG ENER is the outcome of a re- 

compartmentalization process, which aimed at addressing inefficiencies in energy security governance. In 

particular, DG ENER together with DG from Mobility and Transport, are the successors of DG for 
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Energy and Transport. DG ENER is perhaps the most important DG vis-a- vis the EU energy security 

governance, as it drafts policy proposals with respects to the internal and external energy market and it 

oversees the implementation of the EU legislation on the internal energy market. DG ENER introduced a 

series of supranational initiatives towards energy supplying counties yet its focus has been changing 

based on its leadership. Under Commissioner Oettinger (2010-2014) emphasis was given to Russia and 

the countries, which are under the ENP while  Energy  Commissioner  Piebalgs  (2004-2010)  

emphasized  the  need  to  diversify energy relations and initiate dialogue with countries such as Brazil 

and North Africa279. 

With respect to the external dimension of energy the competency falls among other under the 

mandate of the European Commissioner for Energy. More recently, under the Junker  Commission in 

2014, the organogram of the EC was reshuffled and the most important  difference was the empowerment 

of the EC’s Vice-Presidents (VPs). Among the seven VPs one is the VP for Energy Union a post which is 

currently occupied by Maroš Šefčovič who is responsible for the implementation of the EU energy policy 

as articulated at the 2105 EU Energy Union document. The importance attached to energy in the post-

Lisbon EC policy is highlighted by the fact that, as the allocation of the Commissionaires was subject to 

the political leverage   of the EUMS, the first Energy Commissioner after 2010 was a Günther 

Hermann Oettinger, a German politician, who was later succeeded by the Spanish politician and 

aristocrat Miguel Arias Cañete280. 

Despite comments that the EC was the loser of the Lisbon Treaty structural  reshuffle, 

officials of the most important DGs for energy policy radiate ample confidence with respect to 

their superiority in the EU energy governance281282 . Without denying the importance of other 

institutions and senior officials such as the HR they note that neither the Council nor the EP 
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have any executive power, whereas the EC has the mandate to pursue the EU energy security 

strategy highlighting that it is the EC which represents the EU in the most important negotiations 

and hence, they have the lead in the EU energy policy283. All in all, they implicitly identify a 

less important role for other EU institutions in the EU energy policy while they recognize that 

the EUMS maintain their sovereignty on their energy mix something that places them in a 

favorable position in this energy policy power game. Again without explicitly admitting it, it 

became  clear during a series of semi-structured interviews that this independence of the EUMS 

is deemed as a structural deficiency by most of EC officials284. 

As in all aspects of the EU policymaking, the EC is also a vocal supporter of integration of 

energy security policy. It recognizes the existence of internal and external dimension of energy 

security. Yet, although some of them reluctantly recognize the existence of geopolitical 

challenges to the EU energy   they insist on their adherence to market-based policies285. 

With respect to security of energy supply, the EC officials identify three major challenges  

that need to be addressed are diversification of energy sources, energy routes and energy 

counterparties. As they recognize that increased dependence on certain energy sources, 

transportation routes or energy suppliers the EC supports a strategy that seeks to mitigate all 

three risks in every energy corridor. Contrary to the mainstream approach, DG ENER officials 

or claim that their priority is not to reduce the role of Russian gas in the EU energy mix286. This 

is hard to believe and it seems that the EC narrative is in line with a global tendency among 

energy policymakers to deny the link between geopolitics and energy policy. Being the 

executive arm of a supranational structure which consists of countries with diverse energy 
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interest the EC wants to avoid to be connected to security issues, an area which falls outside its 

mandate. Moreover, it is estimated that the EC does not wish to be labelled as an energy actor 

that does not apply objective criteria on energy policy. 

What it’s important however is that although the EC recognizes the existence of geopolitical 

challenges to the EU energy security it advocates a mitigation strategy based mainly on market- 

based approaches whose backbone is the EU internal market. Hence, for many years the EU has 

been advocating for the adoption and the implementation of several legislative initiatives which 

aimed at the liberalization of the electricity and the gas market. Towards this end, and despite 

the resistance of some EUMS, the EC has been persistent in trying to meet its goals towards a 

more integrated energy market focusing on gas and electricity287. In fact the interest of the EC 

in addressing energy security concerns is not something new as in the 1968 “Community 

Energy Policy” it underscored the rising European dependency on energy imports. The strategy 

of  the EC to liberalize the EU energy market has been also met with resistance from EC 

departments when, following announcement in 1991 of the Competition Commissioner Leon 

Brittan that he intended to apply competition policy to the energy sector, the DG TREN raised 

concerns about the political costs of such a policy. Again, these concerns were originated from 

France which sought to exempt energy from competition goals on grounds that energy 

represented a service of general economic interest288. This lack of cohesion among EC DGs on 

energy policy occurs as  a result of overlapping mandates and different approaches on energy 

security. For example DG ENER approaches the EU dependency on Russian gas as a risk to gas 
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supplies while DG Trade frames it within the context of competition and energy pricing289. 

For many years the EC has been a demandeur trying to ensure compliance of Member States 

with respect to various aspects such as the level of energy emergency stocks and negotiations 

with third countries. In parallel, the EC has been pushing for the implementation of its internal 

energy market strategy as well as a more upgraded role in the EU energy security governance. 

On the other hand, the EUMS have been reluctant to forego their national sovereignty on energy 

policy and they preferred bilateral agreements and the support of energy national champion 

companies. Hence, EC remained persistent and it was able to exploit another policy window 

offered by the double EU integration in 2004 and 2007 which resulted in a sharp increase of the 

EU energy imports dependence from 46.7 percent in 2000 to 52.7 in 2010. Towards this end, the 

EC has been able to propagate its norms and policy recommendations on energy policy using its 

technical and policy expertise and engaging a wide number of channels of influence such as the 

Council Working Groups. As a result, it has been particularly successful at introducing a 

securitization process which suggests in the name of energy security certain energy policies 

which take place at an EU level. This discourse framing strategy has been particularly successful 

among the new and the small EUMS as many are highly dependent on Russian gas imports and 

they are geographically positioned in Russia’s backyard. Therefore, the EC has been able to  

foster its role in the EU energy security governance by shaping not only the norms and beliefs 

on energy security among EUMS but also influencing their energy policies290. 

       In parallel, the EC has been constantly seeking a leading role in the EU external 

representation and in 2001 the Commissioner Prodi was able to convince the heads of the EUMS 
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to offer him the mandate to negotiate and enforce energy agreements with Turkey, Russia, and 

Central Asia countries, despite reservations among EUMS which preferred to maintain more 

autonomy291. As it has been already analysed, some years later the Lisbon Treaty mandated the 

EC to represent the projects which have been identified as of “European interest” such as the 

Southern Gas Corridor with the HR for the EU CFSP and the EEAS playing a second fiddle. In 

practice however, the representation of the EU has been a hard nut to crack, an issue that has 

been already discussed in the previous sub-chapter. 

In the same vein the EU used the windows of opportunity provided by the gas conflicts 

between Russia and Ukraine in order to promote its energy policy strategy using a broader 

narrative on energy policy which included also environmental concerns and it was labelled with 

the more comprehensive term of energy security. The strategy of the EC was to promote its 

agenda for the EU internal energy market by framing it within the context of energy security and 

hence  addressing  the  fears  of  the  EUMS  which  were  deeply  concerned  on  their      energy 

dependence on Russian gas292. This eventually led to the 2014 EU Energy Security Strategy and 

the 2015 EU Energy Union document where the EC adopted an all-inclusive energy security 

policy based mainly on the basis of an integrated and efficient EU energy market. 

It is clear that the highly technical and policy expertise of the EC allow the respective DGs 

not only to propose certain initiatives but also to shape the contours of energy policy debates 

among EUMS. Unlike the majority of the engaged EU energy actors, the DGs have a clear 

strategy to mitigate all kinds of energy risks which is based on market-based approaches. Given 

the resistance of the EUMS to adopt certain measures and to provide the EC with more freedom 
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to pursue its agenda the latter has been successfully exploiting policy windows of opportunity 

such as the 2004 EU integration and the 2006 gas crisis. On the other hand, the Commission has 

very limited power in the legislative process, as it may withdraw a legislative draft, but it has no 

decisive say while it constantly has to push back the national energy security interests which 

hamper initiatives such as interconnectivity among EUMS. 

 
 
5.2.2. The Council of the European Union 

 
Within the EU institutional arrangement, the EUMS have the opportunity to articulate their 

interest regarding certain policy areas at the Council of Ministers (Council) where the respective 

ministers of each Member State convene. The responsibilities of the Council are to pass EU laws 

together with the EP, coordinate EU policies, sign agreements between EU and third countries 

though it is not the only institution in charge of the EU representation, develop the EU CFSP, 

approve the annual EU budget, and coordinate with judicial and police enforcement agencies of 

the EUMS. In practice however, the Council serves as the platform where the EUMS can pursue 

their agendas something which is also the case vis-a-vis energy security. Since 2002 the body 

responsible for energy policy is the Transport, Telecommunications, and Energy Council (TTE). 

The Council represents the energy goals of the EU and the EUMS which in 2015 were 

vaguely defined as the establishment of “modern, competitive, and efficient markets and 

infrastructure, and to create trans–European transport, communications and energy networks” 

which would contribute towards “the smooth operation of the internal market and to 

strengthening economic and social cohesion”. The bailiwick of the Council covers all three 

dimensions of the EU energy security policy and it promotes a comprehensive set of policies: 

1. Security of supply at affordable prices 
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2. Energy efficiency 
 
3. Fair competition in internal market 
 
4. Peaceful of nuclear energy 
 
5. Environmental protection293 
 
Prior to meetings, the Council coordinates with working committees and groups whose role  

is particularly important as they define technical and legislative issues in a wide area of policies. 

Within the Council, there is a preparatory body, the Working Party on Energy, which deals with 

internal and external energy policy issues including security of energy supply and negotiation 

with 3rd countries294. 

As a platform of expression of national interests the Council has witnessed policy debates 

among EUMS. In parallel, the diverse approaches and debates among EUMS have reflected on 

Council’s decisions where a consensus needs to be reached. Furthermore, given that the EUMS 

have been traditionally reluctant to cede their national grip on energy policy, it should come as  

no surprise that in many cases the Council’s proposals are more reluctant towards a pan- 

European energy security strategy. Hence, it has been a common practice the EUMS reiterating 

and emphasizing the need to respect Member States’ preferences for the choice of energy mix. 

The preference of EUMS towards pursuing their national energy policies is also witnessed 

by the fact that until 2005 energy security was not part of the Council agenda. It was only in 

2005 where the EUMS, shaken by the Russia-Ukraine dispute and anomalies in domestic energy 

production, raised the issue of energy security. Responding to the looming uncertainties 

regarding security of energy supply, the EUMS securitized energy with Steinmeier repeatedly 
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highlighting the geopolitical security challenges which threaten EU energy security and call for 

the development of a foreign energy policy. Other countries, which were highly dependent on 

Russian gas, highlighted the need for reinforced solidarity among EUMS such as the Polish 

proposal at the March 2016 for the establishment of a European Energy Security Treaty that 

would offer systematic energy security assurances among signatory states and it would operate 

as an “energy NATO295. Again however, as Natorski et al. (2008) noted, the referent object of 

this securitization was the EUMS and not the EU signifying the reluctance of the EUMS to 

transfer competencies to the EU level as a policy option vis-a-vis security of supply risks296. 

Later, the Lisbon Treaty promoted the role of the Council in the EU governance with the 

split of the Presidency of the Foreign Affairs Council would be led by the HR for CFSP. Article 

122 of the TFEU stipulates that “the Council, on a proposal from the Commission, may decide, 

in a spirit of solidarity between Member States, upon the measures appropriate to the economic 

situation, in particular if severe difficulties arise in the supply of certain products, notably in the 

area of energy” 297  . Lisbon Treaty keeps a balance between and institutional and 

intergovernmental approach on EU energy security governance as it mandates the Council to 

take the lead in times of energy crisis while reassuring the EUMS for the intergovernmental 

nature of the Council’s actions. 

With respect to energy security, Braun (2011) noted that tensions between the Council and 

the EC regarding the external dimension of energy persisted, as in the aftermath of the entry into 
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force of the Treaty, the representatives of the Council were complaining for sovereign attitude 

by the EC in the Energy Council such as the inclusion of last-minute annotated agendas by the 

Directorate-General for the External Relations (DG RELEX) on non-relevant issues. Responding 

to the EC’s “new professionalism” the Council has been calling for more previous consultation 

between the  two institutes stressing that in fact the  EC  has limited margin    to  act alone298. 

In summary, there has been a consistent gap between the Council and the EC  regarding 

energy security governance with one of the most contested issues being the question of whether 

the occurring energy security challenges which are faced by the EU should be dealt with at a 

national level or at an EU level. Both sides are preoccupied with how to ensure energy security 

yet the Council considers closer intergovernmental cooperation and national control of energy 

policies as the optimum solution, while the EC represents an upgraded mandate for the EU 

Institutions. 

5.2.3. The European Union Council 

The European Council is the supreme EU political body and it sets the overall political 

direction of the Union. It is composed of the heads of the government of the EUMS, the  

President of the European Council and the President of the Commission. Following the entry into 

force of the Lisbon Treaty, its role has been recently strengthened and with respect to energy 

security it provides the basic framework of the EU energy security strategy and it serves as a 

basic platform for political negotiations among EUMS with diverging interest on the basic 

directions of the EU energy security strategy. 
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Although unanimity is usually a prerequisite in the EU Council decision making process, due 

to diverging interests of EUMS in energy policy, the decisions of the EU Council are often based 

on minimum consensus. In practice however, some EUMS are first among equals and not all 

participants of the EC Council have the same power. In some cases the old and big EUMS can 

push for their agenda using their economic and political clout. As Moravcsik (1998) noted: 

‘Intergovernmental explanations often speak of Germany, France, or Britain as “powerful” or 

“influential” in negotiations, but such claims are rarely demonstrated by specifying what 

resources convey “power” or which outcomes demonstrate that one country has been 

influential”. This was depicted in Jean-Claude Juncker’s comment: ‘If you are representing a 

medium-sized country, you can never say “Denmark thinks . . .”Such asymmetries exist as a 

result of different structural capabilities, the expertise of a Member States, and the importance 

attached to the  certain policy areas due to  economic and security  reasons299.  For  example, in 

many cases  countries  which  are  highly sensitive  to  relations  with  Russia  or  on  Russian gas 

imports’ dependence to  be particularly active within European Council  meetings  and to    apply 

some leverage and meet certain energy policy goals. 

Until the early 2000s, energy security was not placed high on the agenda of the European 

Council as was the case with other EU institutions too. The heads of the EUMS in their majority 

appeared unwilling to endorse to the pressures of the EC for increased EU authority in energy 

governance and they promoted instead closer cooperation and solidarity among the Member- 

States. This intergovernmental approach on energy security was witnessed during the 2005 

informal meeting of Heads of State and Governments that took place in October 2005 at 

Hampton Court was a turning point in the EU debate on energy security governance. The UK 
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Presidency presented a study which had been ordered by the University of Oxford and which 

made a case for a closer EU energy policy cooperation. The report was heavily drew on EC 

documents and based on its conclusion the then UK Prime Minister Tony Blair warned that it 

was “important that energy policy is something that we work together as a European Union”. 

The impressive U-turn in the UK standpoint, as the British have been traditionally vocal 

supporters of national energy policies, was largely the outcome of their concerns on the 

availability of gas supply, especially after the sharp decline of the output of British North Sea oil 

and gas production. 

Furthermore, the unfolding gas dispute between Russia and Ukraine which had started in 

March 2005 acted as a catalyst in the discussions of EUMS heads. As a result, energy security 

was positioned high on the agenda of the EU leaders who started to contemplate the prospects of 

a new EU energy policy as a part of the future path of the EU integration process300. From one 

hand,the intentions of the member of the European Council signified a step towards a more solid 

EU energy security governance as it was becoming common place that the current architecture of 

the EU energy governance was unable to meet with the looming challenges. On the other hand, 

the intergovernmental approach on energy security governance persisted. That became evident in 

the March 2006 European Council Meeting when the EU Council rejected the EC proposal for 

the establishment of a Common European Energy Policy and it responded to the  unfolding 

energy security challenges by endorsing the EC general initiative for the launch of a new EU 

common energy policy301302. 
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The Lisbon Treaty was a major milestone in the role of the European Council in the EU 

governance as the creation of a permanent EU Presidency boosted the democratic apparatus of 

the European Council. The Presidency, initially occupied by Herman Van Rompuy would 

represent the Union in the international scene promoting the role of the EU as a global actor and 

he would coordinate and chair the work of the European Council, further boosting its efficiency 

and its role within the EU policymaking mechanism. Furthermore, the EU Council sets the tone 

on important and sensitive issues such as foreign policy, hence it can be expected to play an 

instrumental role in the EU energy security governance. Thus, it was widely accepted that the 

EU Council was among the ascendants of the Lisbon Treaty303. In this context the University of 

Bologna Professor Lucia Serena Rossi identified the European Council as "the true policy maker 

of the European Union"304. According to Articles 15(1) and 22(1) of the Treaty on European 

Union (TEU), the European Council identified the strategic interests and objectives of the EU on 

specific areas such as common foreign policy and energy305. As a result, the European Council 

has been particularly active in the field of energy security policy such as in the case of the 

Energy 2020 agenda and the initiation of a discussion on energy at the European Council 

meeting in 2011. The impetus of the Presidency of the European Council has been met with 

optimism by the EC with a senior official from the DG ENER recognizing that “[Van Rompuy’s 

call] has created political momentum and added a much-desired political face next to the more 
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technocratic aspects of negotiations on energy”306. 

The election of Donald Tusk as the President of the European Council in 2014, added more 

firepower to the European Council as an energy security actor. Being a Polish politician himself, 

Tusk has been gravely concerned on the role of Moscow in the EU energy security and in 2014 

he proposed the establishment of the EU Energy Union based on a solid basis of 

intergovernmentalism and solidarity among EUMS307.  This raised the profile of the EU  Council 

as  an  energy security actor  and  it  can  be  deemed  as  an  important  driving force  behind the 

decision of the Junker Commission after 2014 to treat Energy Union as a priority and set up a 

new position of Vice-President for Energy Union308. On the other hand, it needs to be stressed 

that the momentum stemming from the EU Council has been merely political as the framework 

that was officially delineated 10 months later is based on the expertise of the EC and the Council. 

Furthermore, officials from different DGs of the EC and other EU Institutions who were 

interviewed within the framework of this dissertation did not share the same optimism about the 

role of the European Council as well as the EU President. This can be attributed that despite 

revisions in the role of the EU Council that were introduced by the Lisbon Treaty, the latter is 

excluded from exercising legislative functions. Furthermore, due to lack of technical expertise 

which is particularly important when it comes to issues such as energy the European Council 

cannot bring much of added value to the energy policymaking process other than giving political 

                                                           
306 Jan Frederik Braun, “EU Energy Policy under the Treaty of Lisbon Rules Between a new policy and 
business as usual,” (European Policy Institutes Network, Working Paper No. 31, February 2011), 4 
307 Donald Tusk, “A united Europe can end Russia’s energy stranglehold,” Financial Times April 21, 
2014, accessed September 14, 2016, https://www.ft.com/content/91508464-c661-11e3-ba0e- 
00144feabdc0 
308 Georg Zachmann, “The European Energy Union: Slogan or an important step towards integration?,” 
Bonn: Friedrich-Ebert-Stiftung (2015): 2-3. 

http://www.ft.com/content/91508464-c661-11e3-ba0e-


199 
 

impetus to certain decisions and blocking others309. All in all, the European Council has been 

playing an important role in EU energy security governance in terms of policy orientation but the 

gravity and the expertise of the EC and the Council remains unmatched. 

 

5.2.1. The European Parliament 
 
The EP is the only EU Institution whose members are elected directly by all citizens of the 

EU, hence it is often recognized as the most democratic body of the Union. It has been 

undergoing a steady empowerment process, reflecting a tendency to foster the democratic 

mandate of the EU. When it comes to energy security, the EP became a pivotal power after the 

Lisbon Treaty which solidified its role as an EU actor. The EP’s verdict on energy security has 

been particularly sensitive on the dependence of certain parts of Europe on energy imports, the 

nexus between energy security and issues such as human rights and democracy, and the social 

dimensions of energy security raising often concerns on modern challenges such as energy 

poverty. 

Treaty after Treaty the EP has being transformed from a mere consultative EU Institution  

into a basic pillar of the EU legislative process. Apart from passing laws, it scrutinizes other EU 

institutions, it supervises the EU budget and it is responsible for the democratic supervision of 

the EU. Of central importance into the EU’s daily work are the Committees of the EP with the 

Parliamentary Committee for Industry, Research and Energy (ITRE). Furthermore, there are  

other Committees such as the Committee on Foreign Affairs and temporary committees such as 

the Temporary Committee on Climate Change. The ITRE plays a pivotal role in the EU energy 

security governance, holding regular meetings with key stakeholders such as the DG ENER, the 
                                                           
309 Jan Frederik Braun, “EU Energy Policy under the Treaty of Lisbon Rules Between a new policy and 
business as usual,” (European Policy Institutes Network, Working Paper No. 31, February 2011), 4. 



200 
 

Agency for the Cooperation of Energy Regulators (ACER), the Energy Charter, etc. As is the 

case with other EU institutions things are not always rosy with respect to intra-Committee 

cooperation. In particular, frictions between the ITRE and the Foreign Affairs Committee in 

several energy dossiers have been noted, with the latter seeking to carve out a leading role in 

important policy areas such as the gas security Regulation and the Third Energy Package. During 

the legislative negotiations the Foreign Affairs Committee tried, unsuccessfully, to introduce 

amendments provisioning a substantial role for it310. 

As early as the EC raised concerns on the growing European dependence and the emanating 

geopolitical challenges, the EP also securitized energy311. Natorski and Surrallés (2008) counted 

that since 1979 when the EP became a directly elected body, 250 parliamentary questions on 

energy policy have been submitted to the Council or the Commission among which 42 addressed 

to the issue of energy supply. Furthermore, the EP has been securitizing the issue of security of 

energy supply. In this context, it has been calling both the EC as well as the EUMS to 

effectively tackle the issue of dependence on Russian gas without raising the issue of who would 

be most fit to ensure security of energy supply. As a result, the EP has repeatedly submitted bold 

and  specific proposals especially with respect to the external dimension of energy security, 

calling for a “common foreign energy security strategy”. Furthermore, the EP has been critical 

towards the EC and the 2006 Green Paper for not being direct and specific. The preferences and 

choices of the EP should not come as no surprise; focusing on the external dimension of energy 

reflects the understanding of the average EU citizen and possibly the EP member as to what is 
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energy security. After all focusing exclusively on diversification of gas imports, pursuing a bold 

energy diplomacy, and striking energy deals is easily understood and supported by domestic 

audiences as compared to measures on energy market liberalization and energy efficiency. 

With respect to the referent object of energy security, the EP takes a holistic approach linking 

it with various aspects of social life and particularly, stressing the impact of energy supply 

disruptions to the “socially disadvantaged”312. The sensitivity of the EP on energy poverty has 

been depicted in a considerable amount of policy studies and briefs such as the 2015 study on 

energy poverty published by the EP with short-term and long-term policy recommendations313. 

This approach reflects the sensitivity of national parliaments and by extension the sensitivity of 

EU citizens on the above mentioned issues creating a clear contrast with the approaches on 

energy policy and energy security governance adopted by the EC and the Council. 

Undoubtedly, the EP was the big winner of the Lisbon Treaty. The powers of the Parliament 

were strengthened with respect to budget, political control and legislation. The EP gained more 

leverage in the policymaking process and with respect to energy policy, a major breakthrough 

was the adoption of the ordinary legislative procedure as the mainstream process in most policy 

areas. Formerly known as co-decision procedure it provisions that, a proposal needs to be 

approved by was first adopted by the 1993 Maastricht Treaty and its scope and provisions had 

been progressively expanded by subsequent Treaties314. Under Articles 289 and 294 of the 

TFEU, the EP and the Council have equal weight in deciding the legislative content in a wide 

area of approximately 85 policy areas including energy policy with the exception of measures 
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of a fiscal nature and upon consultation of the Committee of the Regions and the European 

Economic and Social Committee is required (Art 194 TFEU). Again however, it was declared 

that the introduction of ordinary legislative procedure vis-a-vis energy policy would not 

circumvent the right of the EUMS to take all the necessary measures that would ensure security 

of energy supply315. 

What is more, with Article 218 (6a) TFEU Lisbon Treaty requires the consent of the EP for 

the conclusion of international agreements which fall within the scope of ordinary legislative 

procedure, hence including energy security. As a result, projects of European interest such as 

the Southern Gas Corridor cannot be materialized unless they are approved by the Parliament. 

Furthermore, the EP maintains the right to be present in international organizations such as the 

IEA and the ECT. Unavoidably this has resulted in a recalibration of the EU external energy 

policy and possibly the EU external relations. For one thing, the EP is to be briefed by the EC 

and the Council on the negotiated agreements. This however can perplex things as far as the 

decision process is concerned given the fact that the Members of the Parliament that will have 

to be briefed cannot attend the Council meetings or attend international negotiations. Hence, 

overly demanding hearings might bring frictions among the EU Institutions316. What is more, 

given the interest of the EP on issues such as human rights and democratic governance this 

provision is a double-edged sword. From one hand, it introduces a more democratic dimension 

in the EU agreements and it aligns it with core values of the EU as it is expected that the 

Parliament will  try to pursue its agenda via these agreements. On the other hand, this might 
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come at the expense of the efficiency given the questionable record on human rights of some 

important energy exporting countries including those in the Caspian Sea region. 

 

5.3. Internal Dimension of the EU Energy Security Policy 

The internal dimension of the EU energy security policy has been focusing on two basic issues, 

the liberalization of the EU energy market and connecting European energy markets into one 

pan-European market. Traditionally the liberalization and integration of the energy markets has 

been part of the EC which has been clashing with national interests and the agendas of the 

national energy champions’ interests. The vision of the EU has been to open the national 

energy markets removing restrictions in the flow of energy among EUMS, to harmonize the 

requirements for market access among different EUMS, connect national energy grids through 

interconnectors and reverse flow capabilities, ensure cooperation among EUMS and their 

compliance to common standards. The EU internal energy market policies have been largely 

focusing on gas given that the fungibility of the oil and the existence of a global energy oil 

market have allowed the EU to let security of oil supply largely at the invisible hand of the 

market. Although not explicitly stated it is apparent that at the core of the EU internal energy 

security strategy lies the need to address insecurities stemming from European concerns on the 

high dependence on Russian gas which have been exacerbated after the 2006 and 2009 gas 

crises and the deterioration of the EU-Russia relations after the Ukraine crisis. Against this 

background Brussels has been working on developing internal capabilities that will immunize 

the EU gas market against Russian resource nationalism, while at the same time it seeks to 

maintain good relationship with Kremlin and maintain high competitiveness of its gas market. 

Therefore, the research will focus on the EU gas market liberalization policies which 
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extend beyond the examined period. Furthermore, the EU has attempted to boost the resilience 

of the energy system in order to safeguard the EUMS from short time supply disruption shocks 

laying down a strategy which implicitly aims at defending the EU from Russian gas supply 

disruptions. Despite the power game between EC and EUMS the internal energy market 

policies have been playing an incremental role in ensuring security of energy supply for the 

EU and they fall within the two risk contingency options, indirect balancing and dominance 

denial. Throughout the examined years however the narrative and the priorities as well as their 

effectiveness have been varying. 

 

5.3.1. EU Gas Market Liberalization 
 
The process of the EU gas market liberalization dates back in the 1980s when the EU 

Institutions held their first discussions about possible policy options without however giving 

priority to a comprehensive energy security agenda that would be based on an EU  internal 

energy market. Hence, the EC pursued a market-based approach on energy security based on the 

promotion of an internal energy market that would promote not only competitiveness and 

economic growth in the Community but also it would ameliorate security of energy supply risks 

against which the  EC  had  been  already  gravely  concerned.  The reason behind this limited 

interest rests largely in the lack of willingness of the EUMS to concede part of their energy 

policy independence as they believed that bilateralism and national energy policies were  

adequate and that there was no need for a reinforced supranational energy policy. 

The beginning of the 20th Century found the EU gravely concerned on the prospects of the 

energy market as the oil price had jumped from $18,8 per barrel in January 1999 to $39.5 per 

barrel in January 2000. In parallel, the coming double EU enlargement that was due to take place 
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in 2004 and 2007 would put extra pressure to the EU as the new EUMS were heavily dependent 

on Russian gas let alone their overall relationship. Against this backdrop the EC published the 

2000 Green Book on energy which underscored the challenges emanating from the high 

dependence on Russian gas imports. The proposed measures were categorized into horizontal 

measures and sectoral policies and they covered all possible aspects of regulating energy 

demand in the EU and liberalizing the EU energy market 317 . Responding to the measures 

introduced by the Green Paper, the majority of the EUMS welcomed the EC proposal to pursue 

an energy security strategy based on energy demand measures and targeting energy efficiency 

and green energy 318 . After all, meeting such targets would boost energy security without 

challenging vested interests of national energy champions. 

The same year the EC made an assessment regarding the implementation of the 1st Gas 

Directive of the EUMS as the respective deadline was the 10th of August 2000. According to the 

EC findings, the performance of the EUMS was overly positive albeit not without setbacks. In 

particular the DG for Energy and Transport which prepared the implementation review 

categorized the EUMS into three categories, those which had already passed the legislation (UK, 

Belgium, Finland, Ireland, Italy and Spain) which implemented to a large extent the provisions 

of the Directive, those which were in the process of implementing it yet with considerable 

volume of remaining work (i.e. Austria, Denmark, France, Germany, Luxembourg, Sweden and 

The Netherlands) and finally Greece and Portugal which had not implemented almost any of the 

required provisions. On an average weighted basis the EUMS had implemented the 1st Gas 
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Directive by 77.9% with only four countries being above the average score319. Despite the 

optimism in the document’s word, the result was far from positive as national governments 

appeared unwilling to implement the Directive either fully or partially. 

Table 5.1: EU Gas Market Opening Process 
 2000 

(%) 
200 
8(%
 

"LATER" 
(%) 

Austria 49,0 100,0 100,0 
Belgium 47,0 66,0 100,0 
Denmark 30,0 43,0 43,0 
France 20,0 33,0 33,0 
Finland 90,0 90,0 90,0 
Germany 100,0 100,0 100,0 
Greece 0,0 33,0 33,0 
Ireland 75,0 81,0 81,0 
Italy 96,0 100,0 100,0 
Luxembourg 51,1 75,0 75,0 
Netherlands 45,0 100,0 100,0 
Portugal 0,0 33,0 33,0 
Spain 67,0 100,0 100,0 
Sweden 47,0 100,0 100,0 
United Kingdom 100,0 100,0 100,0 
EU-15 (1) 77,9 90,0 91,4 

 
Source: Commission of the European Union, 2000 

 

The implementation of the EU regulatory provisions was far from homogenous leading to 

dissatisfaction to certain Member States and for example, the German authorities repeatedly 

emphasized the need for reciprocal and equal access to gas markets pointing the finger towards 

the direction of Spain and France, two countries with big national energy players which had been 

refusing to  open  their  energy  markets.  Consequently, Germany a  country  without  equally 

powerful national energy companies which had met 100% of the 1st Directive was concerned that 

its national energy market would be exposed to increasing pressure from foreign companies 
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without being able to secure any considerable profit for its companies320. 

The limited success of the EC to materialize many of its intentions which had been embodied 

in the 1st Gas Directive led the members of the 2000 European Council Meeting in Lisbon to 

introduce a new legislative package that would speed up the EU gas market liberalization 

process. The key issue was the EC intention to introduce ownership unbundling where no gas 

production company  can  hold  a  majority  share  or  interfere  in  the  operation  of  a  

Transmission System Operators (TSO) Network. This however proved to be highly contested and 

eventually the EC had to cave its expectations and settle with watered-down unbundling 

requirements. 

The next step for the EU was to introduce the 2nd Directive in 2003 for the internal market  in 

natural gas which repealed the Directive 98/30/EC. The new Directive sought to safeguard the 

EU energy security against emerging challenges by empowering the EU internal market. Thus, it 

focused on how to deepen the integration of the European gas market, foster intra-EU 

cooperation, and open the national gas markets. Compared to the 1st Gas Directive, the new 

document tried to combine all three dimensions of the EU energy security. Furthermore, it sought 

to ameliorate the setbacks of the 1st Directive by providing less room for manoeuvring from 

the EUMS as it sets a tighter implementation timeframe, which was limited to 12 months.  In 

addition, it was the first time that the issue of cross-border gas transportation was explicitly 

regulated with as the Directive sought to make the gas transportation more efficient and 

transparent321. Furthermore, with the Directive 2003/796/EC, the EC established the European 
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Regulators Group for Electricity and Gas  whose mandate was to  ensure cooperation    between 

national electricity and gas regulators as well as application of the internal energy market 

directives from national authorities322. 

Given that the unbundling process had been recognized as the biggest challenge and the most 

contested issue of the 1st Directive, the 2003 Directive served as a useful platform for the 

agenda of the EC. It introduced certain provisions on the designation of the transmission 

system operators and the distribution system operators as well as the responsibility of national 

authorities  to  ensure  their  independence.  With  respect  to  the  latter,  the  Directive  has 

been particularly explicit setting a number of conditions that had to be met, such as that those 

who form the management team of the TSO need to refrain from participating in natural gas 

companies which operate within the same system and the establishment of a compliance 

program for the TSO. In parallel, it called for the EUMS to ensure third party access to the 

transmission, distribution, and gas storage system something which has been deemed as a 

prerequisite for the liberalization of the EU market. Moving towards further liberalization of 

the EU gas market, it moved away from the notion of transit of gas and treated all intra-EU gas 

flows identically irrespective of whether they were shipped among different Member States. 

Hence, the Directive provisioned regulated third party access to gas networks on the basis of 

tariffs approved by national regulatory authorities323. 

On the other hand however, the 2nd Directive introduced an additional exemption clause in 
 
Article 22 according to which new infrastructure projects could be excluded from the 

provisions under certain vague conditions which referred to the importance of the infrastructure 
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project and the impact of the exemption to the gas market operations 324. This constructive 

ambiguity of Article 122 could become extremely valuable to EUMS as it provided them with 

the option to manipulate the EU internal gas market vis-a-vis their energy relations with Russia 

and major infrastructure projects such as Southern Gas Corridor and Nord Stream. In other 

words, the exemption of Article 122 could turn out to be the Directive’s Achilles’ heel if not a 

Trojan horse. What is more, although the EU sought to ameliorate pressing energy security 

challenges it failed to establish an effective compliance and enforcement compliance 

mechanism. Once again the implementation of the Directive’s requirements was largely 

dependent on the willingness of the EUMS and by extension on domestic politics as well as on 

vested interests surrounding national energy champions. 

Following  the  introduction  of  the  2nd  Gas  Directive  the  EU  internal  energy market 

liberalization process was further empowered by the 1775 Regulation of 2005 regarding access  

to the natural gas transmission networks. The 1775 Regulation set certain requirements that 

tariffs must meet vis-a-vis third party access, transparency in the operations of the TSOs, 

information flows. Like the 2nd Directive, however the 1775 Regulation remained vague, as it 

did not prescribe a specific concrete tariffication model that would lead to a more predictable 

integrated gas market325. The elusive framework of the EU energy security strategy can be 

explained by the fact that until the mid-2000s the EUMS did not see any reason other than 

economic merits in the EU internal energy market liberalization. Despite the EC emphasis that it 

was the optimum choice in order to secure among others security of energy supply, the dominant 
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narrative of the common EU energy security strategy was that of competitiveness of the EU 

energy market. Hence, the EU governments would encompass and implement the EU guidelines 

and regulations only to the extent that they would be compatible with their economic agenda. 

This was witnessed by the fact that certain countries fully implemented the EU Gas Directives 

while others such as Greece which is characterized by a gas market with a dominant public 

company and hence, strong vested interest has been the straggler in the EU gas market 

liberalization process. 

This elusive EU gas market framework remained the dominant trend until the mid-2000s  

and led the DG COMP to launch a compliance monitoring campaign, named Energy Sector 

Inquiry (ESI) whose aim was to identify areas where the EU markets’ performance was 

problematic. The initial results of the report were presented in November 2005 while the final 

report was released in January 2007. The DG COMP was very critical on the progress that 

had been achieved so far yet it pointed towards a number of setbacks on market concentration, 

market unbundling and integration, downstream markets, transparency and pricing326. As a 

result, when the DG COMP announced the ESI the Competition Commissioner Neelie Kroes 

stated: “Given recent price rises, we must be sure that gas and electricity markets are 

functioning properly. If we uncover evidence of competition law infringements we will take 

action to protect European consumers”. In turn, the Energy Commissioner Andris Piebalgs 

argued that “the Commission is determined to see that Member States follow through on their 

commitment to create competitive energy markets. That means not only full implementation of 

liberalization Directives and construction of new interconnectors, but also pro-active 
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application of competition law”327.  The active compliance monitoring led the DG COMP to 

take legal action against most of EUMS while it took a remarkably vigilant position towards 

energy related mergers and acquisitions such as the acquisition of Gás de Portugal by Energias 

de Portugal while in 2006 it enforced high remedies in the mergers between E.ON Ruhrgas AG 

from Germany and MOL an integrated oil and gas group which is primarily active in Hungary. 

The relatively lax response of the EUMS to the EU proposals and measures towards the 

establishment of an internal gas market could be mainly attributed to the lack of motivation and 

the dominance of domestic calculations. The 2006 Gas crisis forced the EC to respond with a 

series of initiatives aiming at boosting the liberalization of the EU internal energy market and 

promoting energy efficiency among EUMS. The EC recognized the changing energy security 

landscape in the 2006 Energy Green Paper which called for a common EU response and for 

intensification of efforts for the establishment of an integrated and open EU energy market. The 

EC set July 2007 as new deadline for the conclusion of the full EU gas market liberalization 

while at the same time it criticized approaches of some Member States such as Greece and 

Hungary towards the energy market opening, which hinder the liberalization of the gas market 

and consequently they undermine the EU energy security. The Green Paper was particularly 

critical to the actual implementation of unbundling of the gas market implying that some EUMS 

forestall the process. Again however, it was unable to provide certain monitoring and 

compliance recommendation mentioning instead that “if progress to a level playing field does 

not result, further measures at Community level should be considered”328. 

Despite pledges for the promotion of the EU energy security agenda goals, by 2007 the  
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debate on the EU energy policy intensified focusing on the EC proposals for unbundling. 

According to the EC, this was a key policy not only for boosting competitiveness of the EU 

energy market but also for ensuring security of energy supply limiting the power of big energy 

players from third countries to manipulate EUMS and achieve a dominant position in the EU 

market. In parallel, it was becoming clear that the internal energy policy was gaining momentum 

as the EC has been consistently building on its implementation. From one hand, the series of 

important policy documents issued by the EC were reinforcing the image; the EU internal 

energy market liberalization was a very dynamic process. All documents were noting substantial 

progress albeit with some setbacks. As an EU diplomat had put it, the EU energy market 

integration was “a train already in progress; Member States will decide when they are ready to 

board”329. 

Reality however has been far from rosy as the reality of domestic politics and corporate 

interests were portraying a more pessimistic picture with respect to the internal energy market. 

Officially EUMS have been largely supporting market-based policies towards the integration of 

the EU energy market. Beneath the surface however it seems that geopolitical approaches and 

zero-sum game calculations have been still strong if not dominant. According to one Council 

official, notwithstanding the novelties introduced by the EU policy initiatives, the governments 

of the Member States had just started to consider the impact of energy security imperative to 

different policy and geographical areas. This was further exacerbated by the lack of an effective 

internal energy policymaking mechanism at a Community level. Furthermore, the different 

energy structural differences averted the EUMS from adopting a harmonious approach on the 

internal energy market. For example, the French commitment to nuclear energy was in stark 
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contrast with the German decision for a nuclear phase-out. As a result, the Member States could 

be  categorized into three groups regarding their position on energy policy: One strand of 

countries that were sceptical towards ceding their energy policy autonomy despite their 

commitment to EU energy integration if the latter was seemed as a potential threat to national 

energy security (i.e. Germany), a second strand that advocated for the establishment of an EU 

single energy market (e.g UK), and a third strand composed of countries which believed that 

geopolitical risks to energy security can be mitigated via closer coordination and solidarity (e.g. 

France). As a result, the commitment to a harmonized internal energy policy was creating 

different expenditure requirements, which in the aftermath of the 2008 financial crisis would 

become less bearable and by all means more politically costly. 

 The division among EUMS weakened the output of the EU energy initiatives; for example 

in its 2007 Strategic Review the EC had to settle for a watered down version of its proposals that 

did not formally unbundle the national energy champions, instead, it would merely force them to 

contract out their transmission operations to independent contractors. In fact, the final EC 

proposals on unbundling had lost so much steam that at the end they were supported only by 

UK, Spain, Ireland, the Netherlands, and Sweden. Furthermore, tensions within EU institutes 

made things even worse with the principal division being between officials from the DG for 

Energy and Transport and RELEX and the Council on the other hand. This tension can be also 

noticed nowadays between DG ENER and EEAS330. In particular the latter tend to berate DG 

ENER for adopting a merely market-based approach turning blind eye to geopolitical 

calculations331. 

Despite the securitization of energy in the aftermath of the 2006 gas crisis, the concept of a 
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pan-European energy security strategy and the need to establish a liberal energy market 

remained largely elusive and the implementation of the first two Gas Directives as well as the 

1775 Gas Directive were far from fully satisfactory. Hence, the EC went one step forward 

establishing the 3rd   Gas   package   in   2009.   The   Third   Energy   Package   consists   of   

two Directives and three Regulations, it came into force in 2011 and required that the EUMS 

should transpose the directives and regulations into national law until March 2011 and ensure 

the implementation of Article 9 until March 2012. The most important provisions regulate the 

unbundling process and the third party access. With respect to the former, the 3rd liberalization 

package moved one step further from transmission unbundling to full ownership unbundling. 

Article 9 required total separation between gas production and distribution and supply as well as 

with the introduction of independent system operators (ISO), which operate and maintain the gas 

networks, and independent transmission operators (ITO). 

Initially, the EC sough to introduce a more aggressive unbundling scheme, as it proposed a 

mandatory unbundling if the TSO would own and operate a gas transmission network. This 

proposal however was strongly opposed by Germany, France, and six more countries. Austria, 

Bulgaria, Latvia, Luxemburg, and Greece accompanied by interest groups including big  energy 

companies such as E.ON and GDF Suez, which were concerned on losing their advantageous 

position in the respective national markets. The main argument of the opponents of the 3rd 

Package was that its provisions were in conflict with basic principles of property rights and free.  

movement of capital and goods. Furthermore, the argumentation goes, unbundling could 

serve as a de-incentive to investment332. The final version of the 3rd Energy Package was adopted 
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by the EP in April 2009 and it was a compromise allowing energy companies to retain control of 

their networks. Hence, it introduced an alternative option under which, unbundling can occur 

either in the form of ownership unbundling or in the form of ISO option or ITO option. Under 

the ITO option a TSO is preserved within the structure of the vertically integrated gas entity, 

which then falls under a list of compliance criteria. Similarly, under the ITO option, the 

vertically integrated company proposes an independent ISO and the network ownership remains 

intact333. 

Furthermore, the 3rd Package sought to further facilitate third party access in order to  

protect EUMS from big companies that would seek a monopolized position and exploit gas 

markets. In particular, Article 32-37 stipulated that EUMS shall ensure access to transmission 

and distribution system of natural gas and LNG facilities. On the other hand, it provided the 

EUMS with the opportunity to request from an exemption from these provisions if the respective 

infrastructure would be a new project, critical to energy security, and third party access would 

undermine its effectiveness334. According to Duttons (2015), meeting the 2011 deadline turned 

out to be an over ambitious goal none of the EUMS was able to achieve full transposition of the 

Package. The EC pushed however towards full implementation launching legal proceedings 

against 19 EUMS. This resulted in enhanced transposition, yet as of mid-2014 there were still 

nine Member States which had not fully transposed the Package (Belgium, Czech Republic, 

Ireland, Luxembourg, Netherlands, Austria, Poland, Slovenia, and Finland) and there had been a 
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number of infringement cases for non-conformity as well335. 

The 3rd Gas Directive was a milestone towards the establishment of an open EU gas    

market aiming at lifting all barriers and putting an end to all structural setbacks of the EU which 

had been tolerated by the EU so far. Since then, it has been the point of reference for the 

domestic  EU energy security policy, the relations between EU and major energy exporting 

countries and it has been largely determining the progress of key infrastructure projects such as 

South Stream. This however, would not come without a cost as it requested from a number of 

EUMS and third countries to change the backbone of their energy security calculations and 

move towards a market-based approach and it has perplexed the EU-Russia energy relations. In 

particular, DG GOMP has launched an investigation against Gazprom for market abuses, while 

the EC was able to block the construction of the controversial South Stream on grounds that it 

violated the 3
rd

 Package. Hence, Moscow considers the EU legislation to be an attempt of 

Brussels to put stumbling blocks towards the Russian operations in Europe.  

      In parallel, EU countries such as Greece and Bulgaria, despite the argumentation of their 

officials have been seeking to secure and advantageous energy relationship with Russia 

materialized in the construction of the South Stream336.With the introduction of the 3rd Gas 

Directive, the materialization of the EU gas market liberalization came at a cost for such 

countries as South Stream had failed to comply with the provisions of the Package and 

eventually it had to be shelved. An interesting conclusion that can be drawn here is about an 

underlying tension between different segments of EU and EUMS officials with respect to the 
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application of the 3rd Liberalization Package. EUMS which had supported South Stream such as 

Greece and Bulgaria object the rejection of South Stream vis-a-vis the tolerance of the EC 

towards Nord Stream 1 and 2. The mainstream narrative here is that Brussels applies different 

standards on the two cases as a result of Germany’s political clout. Despite the rejection of such 

a claim by EC officials and energy experts, one cannot fail but see geopolitical considerations 

behind the 3rd Package even if these are of secondary importance. 

On the other hand, one cannot say that the Directive has been flawless. For one thing, the 3rd 

Liberalization Package as well as the previous gas Directives was seeking to revise the basic 

premise of most EUMS energy security strategy, which is the importance of long-term energy 

deals. In particular, one of the most contested points of the Package is the fact that gas suppliers 

can face problems in securing the essential transportation capacity in order to deliver and meet 

their contractual obligations. These mismatch capacity problems can take three forms: 1. Loss of 

capacity 2. Challenge of securing capacity as the supplier may face difficulties in winning the 

necessary auctions 3. Increased cost of transportation as a result of the introduction of market 

criteria. This, in turn, increases costs and raises uncertainties especially for the energy 

companies, 

which are already operating in the EU energy market although the unbundling process can  

reduce entry barriers for other companies. As a result, market-based approaches such as the 3rd 

Gas Directive come into direct conflict and seek to averse with the geostrategic perception of 

bilateralism, which has been dominant among certain EUMS. Theoretically, the danger of 

capacity mismatch can  be faced by all  gas  suppliers and consequently their EU customers. In 

reality however, due to the structure of the EU gas market, this concern is merely relevant to 

Gazprom which exports billions of cubic meters of gas to Europe and its shipments need to 
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transcend multiple borders337. 

5.3.2. EU Gas Market Interconnection 
 
Apart from opening the EU gas market, the EU sought to protect EUMS from supply 

disruption shocks but also to ensure long-term energy security based on sustainability, security 

of supply, and competitiveness by promoting close interconnectivity among EUMS. Towards 

this end, it has been pursuing for years the connection of grids of EUMS as well as of 

neighbouring candidate countries from Europe, and energy suppliers from the Mediterranean, 

and the Black Sea region. 

The EU has been working to meet this goal by connecting EUMS via pipelines, giving 

emphasis to the so-called vertical interconnectors and reverse flow capabilities. Such 

infrastructure would be critical in times of supply disruptions, as EUMS under distress would 

receive gas from other European gas markets. The logic behind this strategy is based on the 

principle that diversifying gas transportation boosts energy security but also on the scenario that 

Russia either uses energy as a political leverage against Europe or that Moscow and Kiev engage 

in a gas dispute which results in the former suspending gas shipments hence affecting also the 

EU. What is more, such interconnection plans aim at protecting the EU energy market from gas 

supply disruptions due to infrastructure failures in Russia as a result of limited investments. It 

also needs to be stressed that the first decisions that promoted closer interconnection of the EU 

gas market dates back in the middle 1990s when Russia was deemed a reliable energy partner. 

The 2000 Green Paper on energy policy called for more investment that would boost energy 

infrastructure. 
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Hence, the Decision 1364/2006/EC amended Decision 96/391/EC and Decision 

1229/2003/EC introducing the guidelines for trans-European energy networks. The Decision 

highlighted the importance of the development of natural gas networks within the Community as 

well as in EU candidates and neighbouring countries in Europe, the Mediterranean and the Black 

Sea region. The most important provisions of the Decision were the Articles on the projects of 

common interest and priority projects. Furthermore, Decision 2236/95 and later Decision 

1229/2003 of the EC that introduced the concept of projects of common interest, which refers to 

electricity and gas infrastructure projects that have priority for the granting of financial support 

from the Community. Later, Decision 1364/2006/EC laid down guidelines for trans-European 

energy networks and provided a more detailed plan on how to introduce and implement a 

common  energy project  as  well  as  a  more comprehensive  list  of  infrastructure projects  that 

would be labelled as of priority and of common interest 338 . The EU has been actively   

promoting the establishment of more gas interconnections with Third Energy Package in 2009 

and in the 2014 EU Energy Security Strategy. In 2014, the Council and the EP adopted a 2013 

EC proposal for a common framework for the notification of investment projects in energy 

infrastructure in the EU that would require the EUMS to notify the EC of their investment 

projects in energy infrastructure339. 

Supporting investment on infrastructure projects has been long a priority for the EU and in a 

2011 report the EU estimated that until 2020 approximately EUR 200 billion of investment 
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would be required and in order to support important energy infrastructure the EU identified a 

number of priority corridors under  its  Trans-European  Networks for  Energy  (TEN-E)  

strategy. These corridors require urgent infrastructure development in order to connect EUMS, 

which can be characterized as “energy islands” as they are currently isolated from European 

energy markets.  TEN-E listed a number of pipeline corridors as priority for the EU: 

∉ Southern Corridor that will deliver gas from the Caspian Sea to European market 

∉ Integration of the Baltic gas market to Central and South East Europe 

∉ Vertical North-South gas pipelines in Western Europe that will remove bottlenecks in 

Europe and will optimize the usage of possible external supplies 

∉ North-South gas pipelines in Central Eastern and South Eastern Europe including regional 

connections in the Baltic Sea region, the Adriatic and Aegean Seas, the Eastern Mediterranean 

Sea, and the Black Sea, to help diversify gas sources and increase security of supply340. 

What is more, the budget for of Trans-European Energy Networks (TEN-E) for the period 

2007-13 amounted to €155 million, including electricity projects and gas-importing pipelines 

while in 2013 the EP endorsed the plan on a budget for the CEF that would amount EUR5.12 

billion, a fraction of what the EU would need. Later in 2015 the EC issued a list of 195 energy 

infrastructure projects of common interest, a decision that could not be uncontested as a number 

of countries and experts expressed their objections on the efficiency and the criteria of 

selection341342. 
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As a result, since 2009 more interconnectors have been established such as the Stork pipeline 

connecting Poland and Czech Republic, the interconnector between Hungary and Poland and the 

one which allows gas from Germany to flow towards Italy, Poland and Czech Republic. In the 

future, more interconnectors are underway, such as Slovak-Hungarian, the Romanian-Bulgarian 

interconnector, the Greek-Bulgarian and the Bulgarian-Serbian interconnector. There are some 

specific barriers, however, with the development of cross-border pipelines in Europe. To begin 

with, should a sudden gas disruption occur, interconnectors will not be of great value as some of 

them do not have reverse flow capabilities. Moreover, incentives among European states, 

competent TSOs and energy companies to develop interconnectors are limited because of their 

scarce profitability343. 

In parallel, with interconnectors the EU has been developing reverse flow capabilities which 

can serve as a useful tool towards improving the energy security not just of one country, but of 

the entire region. In particular, reverse flows is the transportation of natural gas against the 

original direction of the flow. When discussing about reverse flow capabilities, emphasis is 

given to countries with  high  dependence on Russian gas such as Estonia, Latvia and Poland. 

After the 2009 crisis, the expansion of cross-border pipelines paved the way for opportunities for 

reverse-flow capabilities. 

In 2010, EUMS undertook the mandate to create capacity for reverse flows in all cross-

border connecting pipelines by the end of 2013, and to a large extent they fulfilled their 

obligation344. The EU has further facilitated the enhancement of reverse flow capabilities with 

Regulation 347/2013 which promoted investments in strategic trans-European energy corridors 
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including reverse flow projects which are due to be implemented by 2020. In this context, 

Germany and Poland have led the development of reverse of intra-EU reverse flow capabilities 

at the Mallnow station along the Yamal pipeline. As a result, Poland will  eventually cover 85% 

of   its annual demand for natural gas from non-Russian sources. In parallel, Ukraine has been 

able to raise its access to European gas through reverse flows with Slovakia, Poland and Hungary 

being Kiev’s main suppliers. Poland and Hungary have been supplying Ukraine with gas through 

reverse gas flows since 2012, however both countries total to 2 bcm a year when, according to 

consulting group Wood Mackenzie, Poland has a reverse capacity of 1.5 bcm to Ukraine while 

Hungary is able to send 3.5 bcm. 

An additional tool that can help the EU to hedge against threats to security of supply is   to 

increase and integrate its gas storage capabilities. Between the 2006 and 2009 crises, gas storage 

capacity in Europe (EU plus Albania, Bosnia-Herzegovina, Macedonia, Norway, Serbia, 

Switzerland and Turkey) increased from approximately 85 billion cubic meters (bcm) to 

approximately 100 bcm while there has been a remarkable improve regarding transparency on 

storage level. Furthermore, gas storage facilities have proved to be useful tools for emergency 

response and when the 2009 crisis erupted storage filling levels were maintained at high levels 

and by early October they reached an average of 90%. The only exceptions were Hungary and 

Portugal whose storage levels were below 80%345. 

An interesting observation about the EU plans to connect the gas markets of the EUMS is  

also an underlying competition among certain EUMS to become energy hubs of the EU. This has 

been observed by officials of third countries, which play an important role in the EU energy 
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security landscape such as Azerbaijan346. This observation refers mainly to Member States with a 

dominantly strategic approach towards energy security. Following Greek news, for example, one 

can read very often about the prospects of Greece becoming an energy hub following the 

conclusion of the Southern Gas Corridor, the vertical interconnector between Greece and 

Bulgaria, and vis-a-vis the prospects of the construction of Turkish Stream and the development 

of the gas fields in the Mediterranean. The Greek calculations has been that by becoming a gas 

market hub Athens will enjoy considerable economic and geopolitical benefits that may event 

extent to the  ongoing Greek financial crisis347. This does not mean that all countries which with 

aspiration to become a transit or a trade gas hub seek to exploit their position in geopolitical 

terms; instead what can be told is that countries with a geostrategic approach on energy such as 

Greece tend to play the role of cheater in this stag hunt. 

The second objection on the EU plans for deeper integration of the EU internal gas market 

refers to the so-called moral hazard. To put it simply, closer integration of the EU gas market can 

reduce the incentive of some EUMS to modernize their national    grid and meet their obligations 

on issues such as energy saving and efficiency in order to maintain an energy system that will be 

resilient against supply disruption shocks as they can rely on the solidarity and assistance of  

other EUMS. According to Le Coq and Paltseva (2008), when forming an energy union whether 

each country will be better off largely rests on the degree of asymmetry among their markets. 

Given that the EUMS national gas markets are largely asymmetrical, then the danger of moral 

hazard emerges. This can be mitigated with a proper mechanism that will hold members of the 
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union accountable when they deviate from their obligations348. But then, the EU although that   it 

has a monitoring mechanism operating within the framework of the EC has proven rather 

insufficient to ensure parsimonious application of the proposed measures. 

 

5.3.3. The Role of LNG 
 

Substituting pipeline natural gas with indigenously produced shale gas or with the more 

fungible LNG is an additional instrument of energy demand policy that can change the structure 

of its internal gas market and help ameliorate supply risks. During the 2000s there has been a 

threefold increase in the EU’s capacity to convert LNG back into gas (179 bcm), and up to a 

quarter of gas imports to the EU in 2011 has been LNG. From 2009 until 2011 LNG imports 

expanded reaching  approximately  65  Million  Tons  per  Annum  (Mtpa).  This resulted  in an 

increase of gas supply diversification and consequently to the contracted volume and price of 

Gazprom gas349. In 2010, though, LNG projects in the EU reached a highpoint reached a peak 

leading to concerns over the future EU LNG capacity. As a result, LNG imports took a 27% 

downturn in 2012 and in 2013 LNG imports were limited only to 22% of the 180 bcm/year 

European LNG capacity was utilized350. 

The import of LNG though to Europe is rather problematic for a series of reasons, with the 

most important being lack of infrastructure. In particular, LNG import terminals in EU are spread 

unevenly in Europe in favor of countries such as Italy, Spain and France, with obvious gaps in 
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Eastern Europe. As a result, countries with high degree of dependence to Russian gas have 

restricted access to LNG. Moreover, strong demand for LNG from Asia led to increased 

competition over LNG and hence higher prices of LNG from North Africa. In parallel, Europe 

has not been able to benefit US LNG as Asian consuming countries have already purchase large 

quantities and hence, dominated the market. In addition, LNG projects do not have unanimous 

support from all EUMS, as for example in the case of Germany. Finally, it is questionable 

whether LNG prices are competitive with Russian351. The cost becomes even more   problematic 

when infrastructure costs are taken into consideration. Lithuania for example, a country which is 

driven by its interest to ensure security of supply and diversify away from Russia, has proceeded 

to a rapid reform and liberalization of its gas sector and after 2009 has been bearing a steep 

financial cost in order to maintain an LNG terminal352. All in all, LNG can serve as a potentially 

useful policy option which can help the EU to mitigate short-term supply risks, yet its potential 

given the required investments is rather limited and under the current economic conditions it 

cannot substitute pipeline gas. This is something even recognized by the EU with EC officials 

recognizing that LNG can be used in the sidelines as a tool for speculation353. 

 

5.3.4. Crisis Response Capabilities 
 
For Europe, the 2009 Ukraine-Russia gas dispute was a watershed which made clear that the 

EU should develop a more effective and coherent energy security strategy reducing dependence 

from Russian gas and improving the resilience of the European energy system. Towards this end, 
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after 2009, the EU took concrete measures to foster its emergency preparation and early warning 

mechanisms, as it had been underscored that more should be done in this field. From 2009 until 

the escalation of the crisis in May 2014 the EU came up with a vast number of legislative  

documents regarding security of gas flows. 

Starting with the Regulation 994/2010 a specific framework regarding emergency 

preparedness has been established. The regulation distinguished three levels of energy crisis, 

early warning level, alert level, and emergency level. Apart from risk assessments, the  

Regulation called Member States to submit by 3 December 2011 a preventive action plan that 

will include measures in order to identify and tackle potential disruption risks as well as the 

impact of possible gas disruptions354. The EUMS from their part have taken concrete steps 

towards raising their emergency warning and preparation capabilities. During summer 2010 

national authorities have been worked closely with the European Commission and ENTSO in 

order to collect and analyse data and come up with the action plans required by the 

Regulation355. Moreover, during the 2009 gas crisis the lack of any emergency action plan at a 

regional or 

EU level was underscored. Consequently, it was underscored that the EU would need a more 

comprehensive action plan that would organize emergency response at a regional level. 

Regulation 994/2010, addressed this pitfall conferring an important role to the Commission 

regarding the regional emergency level. As a result, the EC was entitled to declare an emergency 
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in cooperation with competent national authorities356. 

The most  important  measures  regarding early warning and emergency preparedness    have 
 
been the stress tests that were carried out after the adoption of the 2014 EU Energy Security 

Strategy. As the smouldering Ukraine-Russia gas dispute threatened European stability, 38 

European countries ran 2 stress tests, which simulated two main hypothetical scenarios during 

autumn/winter (for periods of one month and six months in each case): 

1. A complete halt of Russian gas imports to the EU 
 
2. A disruption of Russian gas imports through the Ukrainian transit route 
 
Participant countries were EUMS, Energy Community Contracting Parties (EU, Ukraine, 

Moldova and the Western Balkans countries), Georgia, as well as Switzerland and Turkey. The 

goal was to examine the resilience of energy systems supply risks and to help with the 

development of response mechanisms and as a result the stress tests enabled the participant 

countries to derive useful conclusions about the security of gas supplies. According to the 

results, a prolonged gas supply disruption would have a substantial impact with the Eastern EU 

countries as well as Energy Community members taking the lion’s share of the cost. Despite 

calls and proposals, lack of cooperation among EUMS’ national plans was noticed. In many 

cases, EUMS included the same suppliers or they made assumptions of different flows across 

shared interconnectors. What is more, despite some cases of cooperation among EUMS, stress 

test results highlighted the necessity for even closer cooperation among them. Thus, it can be 

claimed that lack of solidarity has prevailed among EUMS as many of them adopted a national 
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and not regional approach in their national reports357. 

Perhaps the most important contribution of the Regulation 994/2010 was the introduction of 

a solidarity principle according to which, in the event of severe energy supply crisis, 

neighbouring EUMS will provide gas to the Member State in need in order to protect 

households and ensure essential social services 358. The solidarity principle gave a regional 

perspective to the EU energy security strategy, as it was not EUMS that had to mitigate and 

respond to energy supply risks but regions. These provisions could be framed in the broader 

perspective of solidarity among EUMS in case of a terrorist attack, a natural or a man-made 

disaster, which has been introduced in Article 222 of the Lisbon Treaty, which was adopted by 

the Council in 2014. 

Undoubtedly, the introduction of the solidarity clause, reverse flow capabilities and closer 

interconnection among EUMS were initiatives of considerable importance as they could help 

Member States and especially the most vulnerable to immunize themselves from supply 

disruption shocks. In fact, compared to 2014, the EU response levels in the gas crisis to 2014 

were considerably higher. On the other hand, during these five years there has not been any 

breakthrough in terms of cooperation among Member States. Four years later, the  

implementation of the Regulation (EU) No 994/2010 has been problematic. In particular, EUMS 

have been adopting diverse approaches with regard to the implementation of supply standard. 

What is more, information on the specific topic has not been sufficient in some preventive action 

plans. Domestic calculations still persist when it comes to intra-EU cooperation through reverse 

flow capabilities and interconnection agreements. Connecting an energy island with another 
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EUMS might not be attracted to connect with European “energy islands” as they would prefer  to 

sell their gas volumes to other countries at higher prices359. While this should not come as a 

surprise given that all states and policymakers seek to maximize national welfare on the other 

hand, it does not send a distinct signal of strong solidarity among Member States. 

 

5.3.5. Improving EU Energy Efficiency 

For the EU, improving energy efficiency plays a prominent role in the EU energy security 

agenda. According to the IEA, “energy efficiency is a way of managing and restraining the 

growth in energy consumption. Something is more energy efficient if it delivers more services 

for the same energy input, or the same services for less energy input”360. Energy efficiency has 

been long on the top of the European agenda and as Miguel Arias Cañete, Commissioner for 

Climate and Energy recently stated “Energy efficiency is a priority for this Commission”361. 

Throughout the examined period, energy efficiency has emerged as a primary market-based 

instrument which can help Brussels to control demand of energy and hence, ensure energy 

security. 

Promoting energy efficiency as a measure to boost energy security dates back in the first oil 

crisis when the Member States and the Community Institutions attempted to reduce their 

reliance on external energy sources through raft of measures which inter alia aimed at making 

promoting energy efficiency and technological development. However, the impact of such 
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measures was unable to reverse the growing European energy consumption and 

dependence362.In the early years of the implementation of the EU energy security policy, energy 

efficiency did not catch the headlines; for example the  1995 White Paper sought to incorporate 

energy efficiency in numerous energy policy proposals connecting it mainly with economic 

competitiveness yet within only two pages,  the Paper gave nothing but a brief analysis on the 

basic principles for improving energy efficiency363. 

Energy efficiency became a major tool for ensuing security of supply especially after the 

mid-2000s when geopolitical concerns on energy resurfaced and the EUMS became once again 

concerned of securing access to energy resources. In 2005, the EC published a Green Paper on 

Energy Efficiency attempting to increase the momentum of the promotion of the specific goals. 

The Green Paper set an overall framework vis-a-vis the goal of energy efficiency and tried to 

reinvigorate the interest of the EUMS by asking them to adopt national Energy Efficiency Plans 

where they would cite a specific energy efficiency target as well as specific measures that they 

would adopt either as a result of EU legislation or on their own initiative. Still, the 

competitiveness and sustainability dimensions were dominant in the nexus between energy 

efficiency and energy security364. One year later the EU adopted the 1993 framework for energy 

end-use efficiency and energy services. The Directive was explicitly linked to the 1st and the 2
nd 

Gas Directive and included obligations of EUMS on energy efficiency and energy saving and 

indicative goals and not by introducing a legally binding framework. In sum, the approach was 

clearly based on the development of a market that would favor energy efficiency and targeted to 
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reduce energy consumption by 9% until 2015 in the non-trading sectors of the EU economy365. 

After months of tough negotiation the European Council of 8 and 9 March 2007 launched the 

discussion on the European plan on climate change emphasizing the need to boost energy 

efficiency in the EU in order to meet the goal of reducing the EU energy consumption by 20% 

until 2020. In 2008, the EC submitted a proposed binding legislation for the 20-20-20 targets, 

which were: 

1. Reduction of EU emissions by at least 20% below 1990 levels by 2020 

2. A 20% reduction of EU energy consumption by 2020 
 
3. Reduction in primary energy use by 20% by improving energy efficiency 
 
This was the “Climate and Energy Package” which became law in 2009. Priority was given 

to energy-intensive sectors such as buildings, manufacturing, energy conversion and transport.  

At the same time, district heating in cities, fuel-switching capabilities in power generation, 

efficient building renovation and more efficient appliances are considered important, as well. 

Furthermore, the EU called for stronger political commitment among EUMS and a fostered 

compliance mechanism in order to have these goals met366. 

In order to meet the 20-20-20 goals, the EU introduced the Directive 2012/27/EU on energy 

efficiency which established a common framework of policies for the promotion of energy 

efficiency within the EU. Comparing the Directive with previous documents it becomes 

apparent that energy efficiency is deemed as a basic pillar of the EU energy security strategy. In 
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the introductory part however, one cannot fail but to observe that energy efficiency was 

promoted first as an instrument that can promote security of energy supply and then vis-a-vis 

competitiveness and environmental sustainability. The 2012 Directive mandated the EC to 

monitor the progress achieved and asked EUMS to establish a long-term strategy in order to 

ensure adequate investment towards meeting the “Climate and Energy Package”. Among 

others, Article 7 required the introduction of an Energy Efficiency Obligation Scheme that  

would demand from energy companies to achieve a cumulative end-use energy savings target 

by 31 December 2020. This target “shall be at least equivalent to achieving new savings each 

year  from 1 January 2014 to 31 December 2020 of 1,5 % of the annual energy sales  to  final 

customers of all energy distributors or all retail energy sales companies by volume, 

averagedover the most recent three-year period prior to 1 January 2013”367 . The adoption of 

the EnergyEfficiency Directive however has been far from ideal, as by June 2015 only five 

EUMS, Denmark, France, Italy, Poland, and UK had existing schemes while Belgium had 

launched a scheme that expired in 2012 and not re-established. The major of EUMS rely on a 

combination  of Energy Efficiency Obligation Scheme and alternative measures or merely on 

alternative measures368. 

Things however have been turned far from rosy, as it appears unlikely that the EU will be 

able to meet the energy efficiency by 2020. Some countries such as Denmark and the UK have 

actively pursued the goal of energy efficiency, while others with energy intensive industries such 

as Poland have resisted to undertaking binding commitments. Again, division among Member 
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States has hampered attempts to establish a more coherent and effective energy security agenda. 

In July 2014 the European Commission leaked the information that the increase will reach 18%-

19%, suggesting that all countries should work hard and implement the necessary measures369. 

This informal comment pictures the lack of unity among EUMS, which, once again, has 

hampered any attempts to establish an effective EU energy security strategy. In the same year,  

the DG ENER of the EC organized a public consultation on a follow-up review of the Energy 

Efficiency Directive, which included approximately 400 contributions from industry 

associations, private companies, and NGOs. The feedback that was provided by the participants 

emphasized that the Directive had contributed towards the establishment of a comprehensive 

energy  efficiency framework for the EU. Furthermore, they stressed the need for  additional 

administrative  assistance  and  pointed  certain  barriers  towards  better  implementation  of  the 

Directive such as the limited timeframe and the difficulties to attract long-term investment 370. 

Against this backdrop the EU had to take a middle ground approach as it decided to amend the 

goals of the 20-20-20 package and to extend the implementation date. Hence, in January 2014, 

the EC recognized the progress that had achieved as well as the remaining distance until meeting 

the 20-20-20 goals and it proposed a new energy and climate policy framework until2030 that 

adopted by the European Council in 2014. The new 2030 Framework for climate and energy set 

the following targets: 

∉ a 40% cut in greenhouse gas emissions compared to 1990 levels 

∉ at least a 27% share of renewable energy consumption 
                                                           
369 Henriette Jacobsen and Laurens Cerulus, “EU Member States not reaching 2020 energy efficiency 
goals, Commission says,” Euractiv, July 23, 2014, accessed January 23, 2015, 
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∉ at least 27% energy savings compared with the business-as-usual scenario 

According to the EC, the goal of 20% increase on energy efficiency would not be met and 

possible amendments might be needed 371 . Initially, the EC sought to introduce a major 

breakthrough by requesting EUMS to increase energy efficiency by 40% in 2030. EU officials 

calculated that this would spark an 3.15% increase in employment per year and an annual 

reduction of fossil fuels imports by €505 billion. The ambition proposal of the EC however was 

objected by EUMS including the UK and some eastern EU states because they deemed this 

proposal as counter-effective. Consequently, the EC had to water down its proposals in order to 

achieve the necessary consensus372 

 

5.3.6. The 2015 Energy Union and Future Prospects 

After 2014, the EU energy security strategy has been largely based on the 2030 Energy Package 

as well as on the discussions about the establishment of an energy union. The former  has been 

a political compromise between EUMS and EU Institutions to keep a balance between 

collective and individual/national responsibility with respect to the ongoing energy security 

challenges.  In  parallel,  the  Energy Union  was  introduced  as  a  key framework  to  tackle 

the drawbacks of the EU energy security strategy caused by fragmented energy markets, 

through better intra-EU coordination, promotion of investment and more attention to critical 
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infrastructure373. 

Starting from 2014, the EU has been approaching energy security from a more holistic 

perspective. As it was analysed in the previous chapter, the object of the EU strategy is now the 

energy system, not just the states or the abstract concept of the EU economy. This is a more 

comprehensive and sophisticated approach on energy security, which signifies a new turn in the 

EU policy. After focusing on competitiveness, later on environmental sustainability, and security 

of energy supply, during the last years the EC has been using the broader and all-inclusive terms 

of energy security and energy system. This policy option reflects not only a European response  

to challenges stemming from the agenda on climate change, the Crimea crisis, and the   changing 

energy landscape after the fall of oil prices and the ongoing 4th industrial revolution but also a 

strategy of the EC to use this narrative in order to in order to promote policies on energy market 

liberalization, interconnectedness, and de-carbonization. 

In the 2014 the EU Energy Security Strategy was published and it set the agenda on the future of 

the EU energy security strategy. The EU strategy was in line with the 2030 EU Climate Change 

and Energy Framework, it recognized the importance of promoting the importance of an EU 

internal energy market, and it proposed three energy security indicators: Diversification of 

energy imports and the share of indigenous energy sources used in energy consumption; 

deployment of  smart  grids  and  interconnections  between  Member  States;  and technological 

innovation. As with this in-depth study, monitoring of these indicators over time can help track 

the benefits of EU energy security policy374. 
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The second important pillar of the EU after 2014 has been the establishment of the EU 

Energy Union. The proposal for such as Union originates to Donald Tusk, President of the EU 

and Prime Minister of Poland when he first introduced the specific project. Poland is one of the 

countries which have been gravely concerned on the EU dependence on Russian gas, hence a 

vocal advocate of closer cooperation among EUMS. In this context, Tusk has been promoting the 

launch of Energy Union which was embodied in a proposal that was put forward by the EC in 

February 2015. The proposal of the EC is largely based on the EU Energy Security Strategy and 

attempts a comprehensive and deeper integration of the EUMS national markets combining all 

three dimensions of energy security. It recognizes the progress that has been achieved so far and 

it envisions a single EU energy market. Yet, it notes that the fragmentation of the EU energy 

market persists focusing on the following five issues: 

1. Fuel import dependency 
 
2. Outdated infrastructure 
 
3. Low investment 
 
4. Poor retail market 
 
5. High energy prices 

 
The proposed Energy Union suggests a 15-point action plan, which includes proposals that can 

be characterized as ambitious and largely based on the 2014 Energy Security Strategy and the 3rd 

Gas Liberalization Package375. The problem with the Energy Union is that despite the  very 

promising rhetoric about the vision of a single energy market and closer  coordination among 

EUMS, it has been unable to provide a convincing and solid energy security governance 
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structure that can guarantee the successful integration of conflicting national energy priorities 

and competing goals, such as market competitiveness and environmental sustainability in an area 

where national independence has remained dominant. 

The Energy Union largely promotes an energy security strategy, which approaches energy 

from a very sophisticated and comprehensive perspective addressing all different aspects of 

energy in-security, including geopolitical challenges in a market-based approach. Hence, a 

proposal that was initiated by Poland, a strong advocate of the geostrategic narrative on energy 

security and measures such as the establishment of an energy alliance similar to NATO became 

eventually a policy proposal for a market-based energy security strategy. This reflects the ability 

of the EC to use windows of opportunity, and to apply the necessary narratives in order to gain 

the necessary support from the EUMS. 

 

5.4.  The External Dimension of the EU Energy Security Strategy 
 
While the internal dimension of the EU energy security policy has been of utmost importance for 

the EU energy security, the external dimension has been gaining prominence during the last 

decade while it has been the most discussed aspect of the EU energy security policy, due to its 

implications to the external relations of the EU and the conflicting interests and priorities of the 

EUMS. The external dimension of the EU energy security refers to the relations of the EU with 

third countries within the framework of its energy security strategy. These countries can be of 

interest because they are energy suppliers, transit states or partners in multilateral forums. The 

basic notion is that the emergence of complex energy challenges with strong geopolitical 

characteristics needs to be addressed by a combination of energy policies which refer not only to 

the internal markets but also to the EU external energy policy. Despite the fact that this is largely 
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the outcome of strategic calculations, the external dimension of energy security in the EU has at 

its core market-based principles or at least this is the declared EC intention. In other words, the 

EC seeks to apply market-based tools at the external dimension of the EU energy security 

strategy in order to mitigate geopolitical risks. Contrary to the declared aspirations of the EC one 

cannot fail but identify that the EU institutions, including the EC, have not been consistent at all 

times to their stated adherence to liberal principles vis-a-vis the EU external energy security 

strategy. In parallel, the EUMS shape their strategies towards the formulation of the European 

external energy security strategy based on their domestic national interests and calculations, thus 

they proceed to the intra-EU negotiation table with a standpoint which deems energy security as 

a zero-sum game. 

The main purpose of the EU external strategy is to ensure energy security by increasing 

diversification of energy sources and transportation routes376. Apart from being incremental to 

the EU’s security of energy supply, the external dimension of EU energy security strategy is 

closely linked to the goals and priorities of the EU CFSP and as a result, it needs to be consistent 

with other dimensions such as development, trade, and human rights377. Furthermore, although it 

is not explicitly mentioned in respective EU documents it is clear that Russia is placed at the 

epicentre of the EU external energy security. This should come as no surprise given the 

importance of Russia as the most important natural gas supplier to Europe. Especially between 

the 2006 and the 2009 natural gas crises, when the external dimension of the EU external energy 

security strategy was consolidated, the securitization of energy led Brussels to almost explicitly 
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mention Russia as the point of reference of the EU external energy security strategy. All different 

pillars of the external energy security strategy are developed with Russia being the point of 

reference. 

 

5.4.1. Evolution of the EU External Energy Security Strategy 
 

Starting from the late 1970’s when the European countries faced the oil supply disruption 

shocks of the first and the second oil shocks, the Community and mainly the EC have been 

concerned on the external dimension of the European energy security. At that time however, 

bilateralism was prevalent among EUMS and consequently the external dimension of the EU 

energy security strategy was rather overlooked until the mid-2000s. The focus on competition 

issues rather than security of energy supply during the 1980s and the 1990s as well as the fact 

that  basic  energy choices  were  and  to  a  large  extent  remain  today at  the  hands  of national 

governments, have been important barriers against the EC early intention towards the 

implementation of an EU external energy strategy378. 

It was only after the early 2000s when energy security became a strategic issue, that the EU 

realized the need to implement tangible energy diplomacy. Therefore, the 2000 Green Book on 

energy  policy  highlighted  the  problem  of  EUMS  dependence  on  a  single  oil  supplier from 

Middle East and Russia for gas imports and it was underscored that the EC approached energy 

security policy as extending beyond national borders highlighting a long-standing argument of 

the EC for the establishment of an external EU energy security strategy379. The EC aspirations 

for a pan-European external energy strategy were not met with unanimous support, as not all 
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members were eager to  sacrifice part of their national  sovereignty,  especially those countries 

with privileged agreements with major oil and gas suppliers. For example, the UK was opposing 

such initiatives of the EC until it became a net oil and gas importer in 2004 and 2005 when it 

hosted the EU presidency. Hence, following sharp increase of oil prices in 2004-2005 as a result 

of the rising demand in Asia and the Iraq war, Tony Blair was aligned with Germany at the 2005 

Hampton Court when the EU heads discussed the mounting energy security challenges, and  they 

advocated the establishment of a comprehensive energy policy emphasizing the external 

dimension and the need for solidarity among EUMS380. This led to the 2006 Green Paper on 

energy policy which stressed the need for a coherent external energy policy which the EC  

deemed as “essential to deliver sustainable, competitive and secure energy”. The EC set the 

following priorities towards in the field of the EU external energy security strategy: 

1. Diversification of energy supplies 
 
2. Energy partnerships with producers, transit countries and other international actors 
 
3. Dialogue with major energy producers/suppliers 
 
4. The establishment of  a pan-European Energy Community 
 
5. Improving the EU external crisis response capabilities 
 
6. Integration of energy into other policies with an external dimension 
 
7. Using energy to promote development381

 

 
On the other hand, the EUMS rejected the EC aspiration towards a more supranational 

external energy security strategy and hence and retained their right to determine their basic 

energy policies with respect to the exploitation of their energy resources and their bilateral 
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agreements. Hence, in the aftermath of the 2006 Russia-Ukraine gas crisis, the EU Council 

rebuffed the suggestions of Barroso for an enhanced Community-wide energy policy and instead 

they opted for the establishment of the integrated Energy Policy for Europe and its linkage to the 

intergovernmental EU CFSP, and it requested the then HR for the CFSP Javier Solana and the 

Commission to provide the necessary input382.  

The intergovernmental character of the EU external energy security strategy remained intact 

even after the inclusion of the co-decision legislation procedure in the 2007 Lisbon Treaty which 

also called for solidarity among EUMS on security of energy supply383. It needs to be stressed 

however, that the incorporation of energy security in the EU CFSP and the ESDP was rather 

marginal at this point, as the EU perceptions were not prompted by specific threats but mainly 

from a rather more general concerns about certain structural issues in the European energy 

landscape. 

A basic aspiration of the EU external energy security strategy was to socialize Russia via 

closer institutional links and to help Moscow integrate in the international community. Towards 

this end, the EU sought to convince Russia join the ECT which was established in the early 

1990s following the initiative of the Dutch Prime Minister Ruud Lubbers on the basis of the 

European Energy  Charter.  Therefore,  Brussels  spent  important  political  capital  and devoted 

considerable effort to convince Russia joint the ECT as this would not only raise the status of the 

ECT at a global level but it would also help Russia blend in the Western liberal energy structure. 

Moscow however eventually refused to ratify it in 2001 as it did not wish to be bound by Article 

7 of the ECT (“Transit”) that could come into conflict with the Russian interests and it had 
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concerns with respect to the finalization of the Energy Charter Protocol on Transit. 

The EU decided to respond to Russia’s refusal by further pursuing an engagement strategy by 

remaining loyal to the strategy of engagement in order to persuade Moscow to adhere at least to 

certain market-based principles. Hence, in 2000 the EU-Russia dialogue was initiated aiming to 

boost infrastructure interconnectivity between the two regions under the funding of the 

"Technical Assistance to the Commonwealth of Independent States" (TACIS) programme. In 

parallel, the two sides initiated negotiations for the New EU-Russia Agreement that would 

replace the existing 1997 Partnership and Cooperation Agreement (PCA). One year later, the 

EU-Russia Technology Centre was created in Moscow, connecting industry representatives 

while from 2003 the EU enunciated its goal to extend the internal EU energy market to Russia. 

Brussels focused on practical cooperation omitting to be largely critical on issues such as human 

rights and in 2003 Russia and the EU reached an agreement to reorganize their relations around 

four “common spaces”, the first of which was Common Economic Space which included energy 

as well384. 

In the early 2000s however the EU perceptions on Russia took a downturn following the 

emergence of resource nationalism in Russian perceptions. In 2003, the Russian government 

published its energy strategy and it highlighted the importance of “great energy resource” as   an 

“instrument of carrying out internal and external policies” signifying that for Moscow energy 

was not just one more commodity but rather a commodity of strategic importance. 

The emergence of Russian resource nationalism became apparent with the 2006 Russia- 

Ukraine gas crisis as well as when in 2007 two Russian submarines planted a Russian flag at the 

bottom of the Arctic Ocean in a very bold expression of their energy interests in a resource rich 
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and contested area. These trends made apparent that the growing energy dependence from Russia 

entailed serious supply disruption risks. The concerns among EU Institutions and certain EUMS 

were further exacerbated as individual Member States such as Greece, Germany, France, and 

Belgium attempted to strike privileged energy agreements with Moscow, in cases which are 

largely similar to the application of game’s theory stag hunt. This division among EUMS was 

exploited by Moscow which, according to numerous EU officials applied a “divide and rule” 

strategy385. 

Against this backdrop the EC proposed measures that sought to both engage Moscow but at 

the same time balance against short-term and long-term energy security threats that were linked 

from Russia. What made a difference though was that until the mid-2000s the EU focus was 

implementing a strategy that included segments of insurance policy as well as of indirect 

balancing. In other words, the EU institutions and certain EUMS sought to appease and engage 

Moscow while at the same time they tried to improve their capabilities to sustain energy supply 

crises and in the long-term to reduce their dependence on gas imports. 

For example, the 2006 Green Paper stressed the political and economic dangers that emanate 

from the large share of Russian gas in the EU energy mix. The same year the EC Communication 

to the European Council entitled “External Energy Relations-from principles to action” the EC 

provided a thorough analysis of the main goals of its external energy security which would give 

priority to dealing with Moscow. In particular, the backbone of the EU external energy security 

strategy was a double strategy towards Russia that included closer cooperation and engagement 

with Moscow and in parallel efforts for a more diversified energy mix with respect to energy 

sources. 
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The EU documents were not just underscoring the need to reduce reliance on gas imports but 

they further securitized energy supply implicitly referring to the need to mitigate risks against 

resource nationalism, geopolitical challenges, and energy supply disruption shocks. Furthermore, 

the EC highlighted the importance to enhance relations with strategically important neighbouring 

countries and to diversify its energy sources and transportation routes. What attributes 

characteristics of hedging to the EC guidelines is not only the combination of engagement and 

balancing towards Russia but also the fact the EC sought to make sure that these mixed signals 

would come in tandem with assurances in order not to provoke Kremlin. In particular, the EC 

stressed that EU discussions with third countries are independent of the EU-Russia relations 

while it characterized the EU-Russia discussions as of mutual interdependence386. Similarly, the 

need for a common approach on external energy policy with a global dimension that would 

ensure enhanced cooperation among EUMS was introduced in the 2007 Energy Action Plan as 

well as the First Strategic Energy Review in 2007 and the Second Strategic Energy Review in 

2009. The second took place amidst growing gas tension between Russia and Ukraine and 

highlighted the importance of further focusing on energy in the EU’s international relations in 

order   to   ensure   more   diversification   and   predictability   of   energy   supplies.  The   term 

“predictability” has been commonly used in the EU official documents in the period 2006-2009 

reflecting the EU concerns on supply disruption shocks387. 

At the same time, the EC sought to develop a closer energy partnership with Russia in a 

framework of a post-Partnership and Cooperation Agreement (PCA) in order to convince Russia 
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to join the ECT. Furthermore, in 2007, the EU and Russia established an Early Warning 

Mechanism which was activated in 2009 offering valuable information amidst the gas crisis. 

Finally, it is important to note that despite different approaches on Russia among EUMS and EU 

Institutions,  the  common  denominator  in  the  EU  positions was  also  the  recognition  that 

interdependence will remain strong in the foreseeable future388. 

The objectives of the EU external energy security strategy were further elaborated in details 

in the 2011 Communication entitled “The EU Energy Policy: Engaging with Partners Beyond 

Our Borders” where the EC identified four objectives of its external energy security policy,  

which in tandem with the internal dimension of the EU energy policy would ensure security of 

energy supply. The first goal was to improve cooperation among EUMS vis-a-vis their energy 

suppliers by establishing an information exchange mechanism on intergovernmental bilateral 

energy agreements. Later, with the Decision 994/2012/EU the specific mechanism was 

established and the EUMS were obliged to submit to the EC all their existing intergovernmental 

agreements by February 2013. Furthermore, with respect to future intergovernmental agreements 

with third countries, the EUMS had to inform the Commission on the details of energy 

negotiations and they maintained the right to choose whether they would invite the EC to attend 

the negotiations389. This complimentary provision was a clear reflection of the strong opposition 

of EUMS which did not want to surrender more national sovereignty by allowing the EC to be 

present in all meetings while they had been expressing their concerns about the exchange of 
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information on invoking confidentiality issues. As a result, the mechanism faced serious 

problems in its implementation and function390. In reality, national governments did not want   to 

lose  control  of  their  energy  policy  and  the  option  to  seek  for  better  terms  in  their energy 

agreements that will leave them better-off as compared to other EUMS. 

The second goal was to expand and diversify supply sources and routes via strengthening 

its partnerships with third countries including Russia. As expected, the EC focused on gas, the 

transit risks stemming from Ukraine and the need to diversify energy sources and 

transportation routes. This would be met with the development of gas pipeline networks and 

LNG terminals. For the EU, the areas of interest are the Caspian Sea and the Southern 

Mediterranean where there are ample sources of gas. The EC proposal included also Russia as 

it sought to combine diversification of energy supplies with closer engagement of Russia by 

establishing a partite cooperation at political and administrative level with Russia and Ukraine. 

The third target was to pursue a comprehensive integration strategy towards neighbouring 

states by using neighbouring policies that aim at improving market integration and energy 

security. Countries of special interest were Turkey, Switzerland, Norway and other Countries 

of the  European  Economic  Area.  Towards  this  end,  the  EC  introduced  a  series  of  

initiatives including the ENP, the ECT, though which the EC together with the Member States 

would promote closer cooperation in energy trade, energy infrastructure projects of common 

interests. 

Finally, the EC called for closer cooperation with Russia aiming at increased convergence 

of the energy markets of the two actors. The Communication called for a leap from partnership 
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to integration on the basis of the New EU-Russia Agreement and the EU-Russia Dialogue391. 

While the 2014 EU Energy Security did not bring much added value to the design of the EU 

external energy security strategy, the 2015 plan for an EU Energy Union upgraded the external 

dimension 

of the EU energy security not because it recognized its importance, but rather because it 

asked for greater engagement on energy diplomacy and it led to the July 2015 Foreign Affairs 

Council which adopted Council Conclusions on EU Energy Diplomacy which included the EU 

Energy Diplomacy Action Plan. 

The suggestions of the Action Plan aim at a reinvigorated EU energy diplomacy that will 

implement all political and financial tools available such as the European Neighbourhood 

Instrument, the Instrument for Pre-accession Assistance and would aim at  the already stated 

goals of energy diversification and solidarity. What is interesting is the reference to Russia as 

the 

Action Plan mentions that  “conditions permitting, the EU could also consider reframing 

the energy relationship with Russia”392. While the document does not enter into further details 

it clearly reflects confidence on behalf of the EU regarding its relationship with Russia. This 

has been due to multiple reasons including the effects of the EU internal gas market 

liberalization, the projections of EU gas consumption, the state of the EU-Russia affairs. 

On year later, the HR for the CFSP Mogherini EU presented the 2016 EU Global Strategy, 
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which aimed at optimizing the usage of the EU diplomatic and foreign policy resources. The 

Global Strategy recognized energy security as a major challenge, adopting the comprehensive 

approach on energy security, as this has been the mainstream approach. While the document did 

not provide any additional insights, the Global Strategy was one more step that confirmed the 

upgrade  of  energy  security  policy  in  the  EU  calculation  and  the  evolution  of  the  

external 

dimension393. The EU Energy Diplomacy Action Plan and the EU Global Strategy were  deemed 
 
as a major breakthrough in the external dimension of the EU energy security strategy as they 

are expected to boost its profile394. As both documents enhanced the diplomatic clouts of the 

EU energy security strategy and its ability to mitigate geopolitical risks, it should come as no 

surprise that the two initiatives were praised by diplomats from EUMS and from EEAS 

officials. On  the  other  hand,  EC  officials  who  adopt  a  technocratic  approach  towards     

geopolitical challenges on energy security and sometimes covertly geostrategic policies did not 

make any reference395 396. 

5.4.2. EU Energy Diversification Strategy 
 
One of the most important pillars of the EU energy security strategy is diversification of 

supplies and transportation routes. In particular, as overdependence on Russia is the main 

concern of the EU, reducing the share of Russian gas imports has been of vital importance. 

Consequently, starting from the early years of the EU energy security policy, and long before 
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Russian dependence emerged as a security concern, the EC has been pushing for a further 

diversification of energy supplies and transportation routes. 

While during the previous decades Brussels had paid attention to security of oil supply with 

the diversification strategies and the promotion of oil pipelines that will diversify the European 

oil supplies such as the Baku–Tbilisi–Ceyhan oil pipeline challenges, such as growing 

dependence on gas imports and instability in the EU-Russia relations, have resulted in a gradual 

shift of the EU attention towards securing supply of gas. This is witnessed in most energy – 

related EU documents on the external energy security strategy where clear priority is given to  

gas such as the 2007 Energy Action Plan and the 2014 EU Energy Security Strategy. The 

reasoning behind this differentiation is that with respect to natural gas the main interest of the EU 

was to secure access and transportation through a diversification strategy while for oil the major 

interest of the EU was to decrease oil imports dependence. Therefore, according to the 2007 EC 

calculations, the EU reliance of gas imports was projected to rise from 57% to 84% by 

2030 while the oil imports dependence would increase from 82% to 93% at the same period397. 

In parallel, there has been a longstanding argument that the reasoning behind the focus on gas 

instead of oil has to do with the fact that the gas trade mainly conducted on the basis on long- 

term contract with “take or pay” clauses, through pipelines whose construction would cost 

billions and once they would be in place they could not be moved, while LNG trade was still 

underdeveloped. What is more, the required LNG carriers are very expensive. Contrary to gas 

trade where there is not global market, oil transaction takes place within a global market hence 

providing more flexibility to suppliers and importers. As a result, if the EUMS would face a 
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supply disruption shock it would be easier to secure oil supplies from another supplier. On the 

other hand, reality is more complex as the capacity of the EU to switch to other sources of oil in 

the event of a Russian-oil supply disruption has been strained due to Iranian sanctions and 

instability in oil-rich countries (e.g. Syria, Libya, and Yemen) To make things worse, refineries 

across Europe are configured to process Russian oil and thus it will be hard to procure crude oil 

of similar quality and characteristics. This would squeeze the EU refining sector and undermine 

the EU energy security. 

So if Russian gas supply disruption shocks are meaningless in economic terms, what is the 

reason for the focus of the EU external energy security to natural gas? The reply here lies also at 

the transportation security of energy as the risks connected to Russia refer to availability of 

energy resources as well as to their transportation. While Russian gas is transported through a 

rigid  network  of  pipelines  only 30%  of  Russian  oil  is  shipped  to  Europe  via  pipelines398 . 

Therefore, under a crisis scenario oil deliveries will be more flexible. Besides, during the 

three examined periods all three major securities of energy supply crises involved Russian gas. 

Therefore, the EU external energy security strategy has been a European tool for the EU to meet 

the triple goal of energy supply diversification, mainly with respect to natural gas which is 

security of sources, routes, and counter parties399. What is more, the EU seeks to mitigate short- 

term energy security risks that The EU recognizes the existence of important natural gas transit 

risks that need to be mitigated. 

A possible alternative gas supplier could be North Africa, which is currently Europe’s 

second-largest external supplier in 2013. Despite the high potential of the region, though, the 
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prospects for the region as a gas exporter remain questionable. As of 2013, approximately 6.8 

trillion cubic meters (tcm) of proved reserves of natural gas were taped in Mediterranean North 

African countries. During last years, the EU promoted North Africa as a key natural gas supplier 

and important agreements have been signed, such as the 2014 contract between Enel, Italy's 

largest power company, for the exploration of two exploration blocks in Algeria. In the aftermath 

of the Arab Spring, though, the situation in two of the most important gas producers, Egypt and 

Libya remains highly unstable. This has reflected on gas production in the region, which has 

been in decline since 2010. As a result, investment environment has been bleak, deterring 

intentions for upgrading the region’s role in European energy mix. Finally,   promoting gas 

imports from North Africa is further hampered by increasing gas demand in the region400. 

More recently, Eastern Mediterranean countries have emerged as a very promising gas 

supplier that could help the EU reduce dependence from Russia. In 2009 vast gas resources were 

discovered and since then a number of gas development projects are underway, that involve 

mainly Jordan, Israel, Egypt and Cyprus. Eastern Mediterranean gas could serve an alternative 

source  of  gas  for  Europe,  as  the  region  is  estimated  to  have  1(tcm)  gas  reserves 401.  The 

conditions, though, are far from rosy as there are serious challenges that need to be solved. 

Hostile relations between Turkey and Israel, the Cyprus issue and disputes between Lebanon and 

Israel  as  well  as  Turkey  and  Greece,  make  pipeline  gas  transportation  almost   impossible. 

Moreover, the EU should not expect gas flows from the region for the years to come and thus 

Eastern Mediterranean gas can serve only as a long-term alternative gas source. Hence, it is 
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speculated that the region might be able to export approximately 13-18 bcm/year of LNG by 

2030. Hence, it may serve as a potential, yet limited, alternative gas supplier for Europe402. 

The Caspian Sea region has been standing for years as an appealing gas supplier for   Europe 

and discussions between the two sides for energy cooperation date back to the 1990s. In 2008, 

proven gas reserves in the regions are estimated between 12.5 tcm, 8% of world proven gas 

reserves403. The European interest in Central Asian gas reserves is strongly connected with the 

European pipeline politics, a topic that will be discussed in the following chapter. Moreover, in 

its attempt to gain more access to Central Asian gas resources, Europe will have to compete with 

China, which due to national skyrocketing energy demands has been very active in the region. In 

sum, two countries stand as the most promising suppliers of gas exports to Europe. The first is 

Azerbaijan and it is estimated that by 2030 Europe can receive up to 30bcm Azeri gas. On 

January 2011 President of Azerbaijan Ilham Aliyev and the President of the EC Jose Manuel 

Barroso signed a Joint Declaration on the Establishment of the Southern Gas Corridor, through 

which  Azerbaijan  will  supply Europe  with  10  bcm/year  by  2018,  reaching  31  bcm/year by 

2026404. The second country is Turkmenistan, which is the world’s sixth largest natural gas 

reserve holder and has been looking for alternatives to diversify its exports as decrease 

overreliance from Chinese gas imports. Turkmenistan could fill the gap in European gas needs 

after Russia cancelled the South Stream pipeline project that was expected to bring 60bcm/year. 

On the other hand, though, despite Turkmenistan’s willingness to hedge out against Chinese gas 
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purchases, the two sides have yet to materialize a tangible energy partnership. 

It needs to be stressed, though, that apart from the above-mentioned challenges, the goal of 

achieving reduced dependence on Russia is hampered by diverse energy policies among 

European countries due to difference in the degree of dependence from Russian gas. What is 

more, even among the EU Institution elites there is no consensus on diversification of gas 

supplies; following Donald Tusk’s proposal for a EU energy union, the European Energy 

Commissioner Günther Oettinger argued that diversification of gas supplies could not be at the 

forefront of the EU strategy towards the ongoing crisis and stressed that energy agreements  with 

Gazprom should not be affected405. 

Apart from aiming at diversification of Europe's natural gas supplies, the EU has been a 

vocal promoter of diversification of gas supply routes. In particular, the EU needed to overcome 

overreliance of Russian gas shipments which transit Ukraine. Yet, despite ongoing projects, 

which will bring gas mainly from Central Asia, performance of the EU has been very limited. 

Deep divisions among Member States, the dominant role of Russia and hesitation towards large 

scale investments have been the main drivers for the not so encouraging outcome in this field. 

Contrary to oil which can be procured elsewhere on the global market, gas is strongly 

connected to fixed infrastructures, which are mainly pipeline networks and to a lesser extent  

LNG terminals. Trying to achieve diversification of routes, it is imperative to boost investments 

on related infrastructure. Towards this end, in 2010 the European Commission published a report 

entitled “On the implementation of the trans-European energy networks in the period 2007–09” which 

underscored the importance of investments in energy infrastructure. The same year, the European 

Commission announced €1.4 billion in energy related projects including pipelines. Of special interest 
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were pipelines that could serve the goal of routes diversification and mainly the Nabucco pipeline that 

would bring gas from suppliers different than Russia and Galsi pipeline that would connect Algeria with 

Italy406. During the next year, in September 2011, the European Commission was mandated to negotiate 

with Turkmenistan and Azerbaijan the construction of the Trans-Caspian Gas Pipeline. 

The most important project towards diversification of gas supply routes has been the  

Southern Corridor project which sought to bring gas from Caspian Sea and Middle East to 

Europe. The first plans for a southern gas corridor were initiated in November 2008 and less than 

four months after the end of the 2009 Ukraine-Russia gas crisis, the first southern gas corridor 

summit is hosted by the Czech EU Presidency. The EC has been a very active supporter of the 

Southern Corridor and a lot of political capital has been invested by senior EU officials. In 2010 

the European Commission President Barroso characterized the Southern Corridor as a key 

priority for the EU. At the same year Günther Oettinger stressed the importance for establishing 

a direct link with the Caspian and Middle East region. The specific project will be analysed in  

the following chapter together with the EU strategy towards the Caspian Sea region at it is an 

incremental part of it. 

 

5.4.3. The Philosophy of the EU External Energy Security: Markets and Institutions 

with Geopolitical Characteristics? 

The external energy security strategy might have been established in order to  mitigate 

external risks with geopolitical characteristics referring mainly to Russian energy dependence 

yet, its backbone consists of market-based initiatives. In particular, its basic principle is that if 

energy markets function properly then energy security is ensured and hence no further initiatives 
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need to be undertaken407. According to the EU, perceptions on the formulation of its external 

energy security  strategy  internal  and  external  energy  security  strategy  are  closely  

interlinked.  The interconnection between the internal and the external energy market is reflected 

in the statement of an EC official “[There is] a logical need to reflect the external dimension of 

this internal markety [and] intensify external energy actions at the EU level [as] there will be 

joint EU interests with regards to gas once there is a complete internal market’ and a 

consequent ‘need at the European level for a stronger external policy”408. It was also affirmed at 

the highest  political level from the President of the EC Barroso in his opening speech at the 

2006 External Energy. 

Conference who stated that “the external aspects of energy policy must be seen together with 

the internal aspects. The two must go hand in hand, not walk in separate directions. And to have 

a successful external policy, we must have a strong internal policy. That is the clear lesson of 50 

years of European integration. There are many examples of this……….where the EU is showing 

global leadership because it has a strong, coherent internal policy”409. 

The rationale behind the EU strategy is to establish a region network of energy suppliers, 

transit countries, major energy importers, energy companies and institutions that will be shaped 

by rule of law, energy governance norms, and market-based principles. Once this network is 

established and the internal energy market of Europe is consolidated then energy will flow 

freely, political leverage will be irrelevant and the EUMS energy security will be maximized. 

The EU external energy security strategy applies a series of sticks and carrots, such as economic 
                                                           
407 Femke Hoogeveen, and Wilbur Perlot, “The EU’s Policies of Security of Energy Supply Towards the 
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leverage in negotiations, trade and investment tools, as well as soft diplomacy. For example the 

aim of the European Energy Charter was to establish a reliable framework for imports of 

hydrocarbons that would foster interdependence among its members. The European Energy 

Charter process was mainly supported by France, Italy, and the Netherlands countries with 

powerful national energy champions that took a special interest in the resource rich energy 

markets of the former Soviet Union countries410. 

Furthermore, the EU recognized an important link between energy security and stability in 

supplying and transit countries. As a result, a major goal of the external EU energy security 

strategy is to help countries which play a certain role in the EU security of energy to stabilize 

their politics and develop their economies and their energy infrastructure. If energy exporters 

and transportation  countries  are  politically  stable,  develop  their  economies  and  maintain 

high standards of security then energy trade will be facilitates and hence the EU will face neither 

short-term energy supply disruption risks nor long-term energy security threats411. As a result, 

Brussels sought to promote development and geopolitical stability in Middle East, Russia, North 

Africa, and  Central  Asia in order to defend its energy security. In particular, the EU approach 

has opened multiple cross-sectional channels of cooperation which have allowed the EC to 

operate as a process manager supervising multiple initiatives. 

A good instance of implementation of the market-based approaches in the EU external 

energy security strategy in order to achieve energy cooperation, economic development and 

stability and hence, boost the EU energy security is the ECT which was signed in 1994 and 
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entered into legal force in 1998412. The ECT, which is currently acceded by 54 European and 

Asian  countries,  has  expanded  the European  Energy Charter vision  from  Europe Eurasia. It 

reflects an EU attempt to establish a more integrated regional and if possible global energy 

market influenced by the norms of economic liberalism. The ECT is an international agreement 

which established a framework for cross-border energy cooperation covering treaty various 

aspects of commercial energy relations including trade, investment, dispute settlement, transit, 

and energy efficiency. The treaty is legally binding and initially it was deemed necessary in 

order to foster political stability in the former Soviet Union states of Central and Eastern Europe 

by boosting economic stability via energy cooperation. Although it remained outside the EU 

legal framework, Brussels saw the ECT as a useful platform for the promotion of its external 

energy strategy and initially the ECT was slanted towards the European interests413. The EU 

aspirations however for the ECT were limited by its limited public awareness, the US 

reservations and most importantly by the Russian denial to join and therefore its dynamic was 

curtailed. As the former EU Energy Commissioner Antonio Cardoso e Cunha said, “there  is  no  

energy  charter without the  very deep  participation of the USSR”414. 

What needs also to be stressed is that even if the EC or other EU institutions had attempted 

to pursue a more aggressive energy security strategy this would have been difficult as the EU 

has neither the “muscles” nor the institutional capacity for a successful external energy security 

strategy with hawkish characteristics. The political clout of the EU institutions is not equivalent 

to the EU economic power and therefore the establishment of an external energy security 

                                                           
412 Regina S. Axelrod, “The European Energy Charter  Treaty Reality  or Illusion,” Energy Policy  24 no. 
6 (1996): 497. 
413 Andrei Konoplyanik, and Thomas Wälde,” Energy Charter Treaty and its Role in International Energy,” 
Journal of Energy & Natural Resources Law 24 no. 4 (2006) : 523-557. 
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strategy was a choice but also a necessity given the lack of alternative options. After all, the 

EUMS have been traditionally reluctant to move away from the intergovernmental structure 

towards a more supranational formation of the EU foreign and security policy and hence, it 

should come as no surprise that the external EU energy security strategy was limited to the 

implementation of economic and public diplomacy measures. 

The absence of a hawkish EU energy diplomacy however is not deemed by the EU officials 

or at least the majority of them as a failure per-se. According to Benita Ferrero-Waldner, 

European Commissioner for External Relations from 2004 until 2009, market-based energy 

governance through enhanced legal frameworks was the EU’s ‘added value’ to external energy 

policies. Furthermore, apart from assisting the EU to establish beneficial energy security  

relations with its energy suppliers, the promotion of the EU liberal values through its external 

energy security strategy was deemed by EU officials as the most efficient method to deal with 

emerging super powers in the energy security landscape such as China and India, which 

emerged during the examined period and aimed at fuelling their breakneck economic growth 

through an aggressive and often geostrategic energy diplomacy. Hence, EU diplomats, officials 

from the DG RELEX and other parts of the EC have been promoting the ECT and other similar 

initiatives as a method to entice such states into a global energy regime that would be based on 

market-based approaches, common regulatory and governance norms415. 

The EU aspirations focus mainly on the establishment of a regional energy security strategy 

that will establish a buffer area around Europe that will safeguard energy security. Since the  

early 2000s the EC has been promoting a regional approach to energy security with the 

establishment of a regional energy ring something that was highlighted in the 2003 EC 
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communique entitled “On the Development of Energy Policy for the Enlarged European Union, 

its Neighbours and Partner Countries”. According to the Commission, the EU aspiration was to 

establish “a real energy community in the wider European area [that] will promote shared 

prosperity, stability and sustainable development…..Together with the neighbouring countries 

and  our  partners,  the European  Union  can  face  the  challenges  of  growing  external 

energy dependence, the need to address infrastructure issues on a regional level ”416. The term 

“wider European” includes the EUMS, EU candidates and potential candidates, countries in the 

Middle East and North Africa Russia and other former USSR countries. Limiting the EU focus 

on a certain region by applying geopolitical characteristics can be considered as a deviation if 

not departure from the market-based narrative of the EU which should be dictated by profit-

driven considerations417.  Without being an explicit validation of the geostrategic nature of the 

external dimension of the EU energy security strategy this signals the fact that the EU does not 

apply after all a monolithic external energy security. In this context, a distinct geopolitical 

dimension in the EU external energy security can be traced in the 2000 Green Paper which not 

only identified external challenges to the EU energy security but it also called for “clearly 

identified priorities for the upgrading and construction of new infrastructure necessary for the 

security of EU energy Supplies [and the development of] independent gas pipeline supplies from 
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the Caspian region, North Africa and the Middle East into the heart of the EU”93 in order to 

diversify energy sources and ensure security of supply”418. 

For one thing the strategy to establish a buffer zone at the EU periphery reflects more a 

geopolitical approach and signifies a deviation from the declared market-based narrative. The 

declared interest in establishing an energy ring where the liberal EU values will be spread can be 

also interpreted as an EU strategy to establish a sphere of influence in order to meet geopolitical 

challenges. In its “Memo on Energy Policy in South-East Europe” the DG ENER of the EC 

explicitly mentions about a regional approach to energy supply, which is conceptually closer to 

the geostrategic approaches on energy security419. If the EU was absolutely confident about the 

power of the global energy markets, then what was the reason behind its strategy to control its 

periphery? 

The answer to this question is traced to the EU acceptance that markets and institutions do  not 

always work perfect. This is implicitly admitted in various EU documents where it is stressed 

that external actors do not respect the same market rules in tandem with calls for an external 

energy security strategy that will take into consideration geopolitics. Therefore, the EU had not 

only to establish a periphery of states that will play by the same rules but it also sought to 

control the  interaction  between  the  EUMS  and  their  energy  partners  as  well  as  the  

operational characteristics of this liberal energy network. While all the EU documents explicitly 

reaffirm the sovereign rights of the EUMS to pursue their energy polices the EC has been 

interfering to their energy relations vial legal tools and diplomatic pressure. Energy is very 
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important for the EU, something that has been made explicit by the securitization of energy after 

2006, and therefore the EC had to ensure that the EUMS would operate within a certain 

framework and that its goals with respect the external dimension of energy security will be met. 

For example, the EU exerted political and financial influence exploiting the lack of 

experience of the former USSR countries in order to shape the ECT provisions420. Furthermore, 

when the proposed pipeline projects Nabucco and Trans-Adriatic Pipeline (TAP) were 

competing for their inclusion in the Southern Gas Corridor Project, Brussels provided ample and 

explicit support to the former by exerting diplomatic and bureaucratic support despite the 

official narrative of the EC officials that these projects are merely corporate issues and that the 

role of the EC is only to safeguard their conformity with the EU law421. The unambiguous EU 

support to Nabucco was depicted in Barroso’s statement during the 2009 signature of the 

Nabucco Intergovernmental Agreement (IGA) according to which that “Nabucco is thus a truly 

European project……….the European Commission is very proud of the contribution [it] made to 

this agreement”. In parallel, the EU reception for both TAP and IGTI was rather tepid422. The 

EC support to Nabucco despite its questionable merits became also clear when the EC decided 

to grant an exemption from the 2nd Gas Directive unbundling provisions. Although unbundling 

was considered to be a backbone of the EU energy security strategy and Nabucco pipeline was 

competing with other alternative projects such as TAP and the Russian-backed South Stream, 
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the EC made a political decision to support Nabucco423. This strategy clearly deviates from the 

economic logic of supply and demand and it approaches the zero-sum game calculation of 

energy actor which considers energy as something important to be left at the hands of the 

markets. The reasoning behind the strong EU support was not just economic considerations, but 

it was also based on strategic calculations about the need to mitigate gas supply risks related to 

Gazprom, given that Nabucco would deliver gas to the areas with the highest dependence on 

Russian gas. 

Another example that highlights the strategic elements in the external energy security 

strategy of the EU is the position of the EC towards the energy relations of Germany and Greece 

with Russia. When Germany inked an agreement with Moscow for the construction of Nord 

Stream 1 & 2 the agreement was contested by Central East European states and remarkably the 

then Poland's Defence Minister Radosław Sikorski, compared the pipeline to the infamous Nazi-

Soviet Molotov–Ribbentrop Pact. The EU response however was to designate the project as 

a “Project of European Interest” and part of the Trans-European Energy Networks (TEN-E). 

Furthermore, the EC turned a blind eye to the enforcement of the 2nd energy liberalization 

package, which was in force when Nord Stream 1 was proposed, as well as the 3rd liberalization 

package, which came into force during the construction of the pipeline. As a result, unbundling, 

tariff regulation or third party access regulations were not enforced while Nord Stream did not 

even apply for exemptions. Responding to Parliamentary Questions P-3855/2007 of 19 October 

2007, and E-3792/2010 of 29 July 2010, which raised the issue of Nord Stream compatibility 

with the EU law the EC, gave a rather vague reply that it was assessing the issue but eventually 
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never published any assessment or proceeded to any relevant action. From a legal perspective 

however, the non-application of the EU law on unbundling to the Nord Stream 1 projects 

remained highly questionable424. 

At the same time the EC has backed the criticism on behalf of certain EUMS and the US 

towards countries such as Hungary and Greece for their bilateral energy relations with Russia at 

the latter would undermine the EU energy security. Furthermore, it demanded the application of 

the 3rd Gas Package without any exemption at such intergovernmental agreements such as the 

2010 Polish-Russian Deal on Natural Gas Supply and the proposed South Stream project425426. 

South Stream was viewed as a Russian plan to use Greece and other involved countries as a 

“Trojan horse” in order to undermine the European diversification efforts. As a result, together 

with the US, Brussels applied diplomatic and legal pressure and eventually managed to force 

Russia to shelve the South Stream project. 

The response of the EU is anything but market-based as instead of allowing the “invisible 

hand of the market” to determine the fate of South Stream it attempted to contain it. Despite the 

allegations of EC officials that there was no strategic calculations dimension in the Nord Stream 

1 project and that the latter was a corporate project that was supported by the EC because it met 

the provisions of the EC law, the behaviour of the EC shows a tendency to take energy 

security choices applying political and geopolitical criteria, away from the mainstream supply 
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and demand model 427 . The reasoning between Brussels’ double standards was merely 

geopolitical as the EC viewed Nord Stream 1 as an energy project with geopolitical dimensions 

that would not however impact further the EU CFSP. In particular, the pipeline would bring gas 

from a more safe direction as compared to other transit routes that would not entail other 

security trade-offs because Germany was deemed as a country that would not attempt to make 

any benefits out of it. At the same time, South Stream was understood as part of Greece’s PM 

Karamanlis rapprochement strategy with Russia that would result in a balanced diplomacy 

between Russia and the West and it would bring important political gains with respect to issues 

such as the FYROM name and NATO accession issue. While Greek diplomats do not officially 

recognize  the  existence   of  such  geopolitical   calculations,   they  unofficially express their 

resentment about the double standards applied by the EU and the US428. 

More recently, the EC expressed its concerns about newly proposed gas pipeline projects 

that would enhance the Russian foothold in the European gas market, Nord Stream 2 and 

Turkish Stream. With respect to the recently agreed pipeline that will bring Russian gas to 

Germany, the same double standards within its energy security strategy can be also traced with 

respect to Nord Stream 2 and the case of the proposed Turkish Stream. With respect to the 

former, the EC, in tandem with a handful of EUMS, has expressed legal concerns as well as 

fears about the impact of the new pipeline to the EU energy security strategy. President Jean-

Claude Juncker stated that “the impact of a pipeline such as Nord Stream 2 goes beyond the 

legal discussions. If built, Nord Stream 2 could alter the landscape of the EU's gas market while 

not giving access to a new source of supply or a new supplier…….[I have] a strong preference 
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for pipelines that unite rather than for pipelines that divide" 429. It remains to be seen however 

and it is doubtful whether the EC will block an energy infrastructure project which is backed by 

the German and the Russian government although the official narrative of both sides is that Nord 

Steam 2 is merely corporate project. 

Again despite the EU official position on Nord Stream 2 that it is merely a corporate project, 

the standpoint of EU officials are far from solid as officials from the EEAS identified Nord 

Stream 2 as being into conflict with the EU energy security. They expresses their wish for it to 

be cancelled while some EC officials recognized that the project is a challenge to the EU energy 

security, while others appeared indifferent arguing that as it is a purely corporate project the 

EC’s only concern is adherence to the EU law 430 431
.  

The construction of Nord Stream 2 has alarmed certain EUMS especially those with high 

dependence on Russian gas imports something that was vividly highlighted by the Lithuanian 

MEP Petras Auštrevičius, the Danish MEP Jeppe Kofod, and the Polish MEP Jacek Saryusz-

Wolski who submitted three questions for written answer to the EC about the compatibility of 

the pipeline with the 3rd Energy package and expressed his opinion that the project will 

undermine the Energy Union and its basic goals for energy security 432 433 434
. Similarly, Greek 
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diplomats have expressed their questions regarding the applicability of the same legal standards  

on unbundling towards South Stream  and Nord  Stream.  Responding to thesequestions of the 

MEPs the European Commissioner for Climate Action & Energy Mr.Arias Cañete replied by 

merely and vaguely stressing that Nord Stream would not add additional value to the EU energy 

security and that the EC persisted that Ukraine was a reliable transit country and that it would 

remain committed to the promotion of infrastructure projects that are in line with the core EU 

values435 

From a legal perspective things are complicated, as in EU energy law there is a two-fold 

pipeline classification, upstream pipelines and transmission pipelines with the former being 

subject to a more limited range of liberalization requirements the most important of which is the 

vague obligation to open access and fair treatment vis-a-vis pipeline capacity. Given that the EC 

has requested a full liberalization of the EU law on the cases of South Stream and the 2010 gas 

deal between Russia and Poland, it is questionable how will he EC label Nord Stream 2 an 

upstream pipeline or refrain from applying the provisions of the 3rd Gas directive436. 

In contrast, the EU, responding to the construction of South Stream that would deliver gas 

from Russia to Greece exerted diplomatic pressure on the involved EUMS while at the same  

time it used the legal leverage provided by the 3rd Gas Directive. Despite attempts of 

governments to circumvent the EU legislation, such as Hungary and Serbia, the EU mounted its 

pressure   especially   after   Russia’s   intervention   in   Crimea.   Diplomatic  impediments and 

political pressure have been able to halve the construction of South Stream as the project was 
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officially abandoned in 2014. Similarly, when Russia and Poland inked a natural gas agreement 

in October 2010 that would increase Poland’s gas imports from 7.5 bcm annually to 2011, 

Günther Oettinger who was the European Commissioner for Energy demanded full conformity 

with the EU unbundling regulation and threatened to take Warsaw to the ECJ in case of non- 

compliance. This led Poland to negotiations with the EC that led to an agreement between the 

two sides after the Polish government committed itself to full implementation of the respective 

provisions437. 

Another example of the EC and the EUMS not-so market-based approach on energy  

security is the EC position on the so called OPAL decision. OPAL pipeline is one of the two 

onshore extensions of Nord Stream 1 which brings gas from Greifswald to Brandov at the 

German-Czech. When the German gas regulator Bundesnetzagentur granted an exemption to 

OPAL from the provisions of the 2nd Gas Directive with respect to 3rd party access, the EC 

rejected such the German decision and imposed a 50% cap in Gazprom’s access to the OPAL 

pipeline in the name of enhancing competition. In reality, the EC wanted to control the access of 

Russian gas for economic as well as geopolitical reasons. The starting point of the EC 

calculation was that, given the lack of credible competitors, Gazprom would be able to book the 

full capacity of the pipeline. This would have adverse effects to the EU energy security as it 

would reduce the gas that would come to Europe via Ukraine and hence, undermine the 

Ukrainian energy security, which had become a high priority for Brussels. 

Given the Ukraine’s membership to the ECT, the discussions about Kiev joining NATO and 

the EU, Brussels sought to ensure energy security in Ukraine via steady gas flows from Russia, 
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mediation between Moscow and Kiev, reverse gas flow capabilities infrastructure. Hence, more 

access from OPAL would undermine geopolitical goals in the EU energy security agenda. 

Furthermore, entering EU via OPAL, Gazprom’s gas would be able to reach other markets 

especially in Central and Eastern Europe leaving countries such as Poland, which also imports 

Russian gas from the West-East pipeline, vulnerable to predatory pricing. Consequently, 

Gasprom would be able increase its share in the Polish market and put pressure to the Polish 

national gas company PGNiG as it would be able to offer lower gas prices. Consequently, it 

should come as no surprise that Poland was very happy with the 2009 decision of the EC as it 

protected its national energy company. 

The OPAL decision might have protected the EU energy security from a geopolitical 

perspective yet it did not make much sense in terms of economics as it set a cap to a pipeline that 

would not be accessed by other companies and it would also increase the cost of energy to the  

EU consumers. Interestingly, the 2009 OPAL decision invoked the Nabucoo Exemption 

decision although the two cases were significantly different; while the latter had not been 

constructed at the time of decision, that was not the case with OPAL and hence the viability of 

the projects vis- a-vis a possible exemption could not be compared. In other words, a preference 

of geopolitics over economics was the reasoning behind the OPAL decision. 

Responding to pressure from Gazprom, German authorities, and other engaged companies     

the EC revisited its OPAL decision and in October 2016 it was ruled that Gazprom could use 

80% of OPAL pipeline and possibly even 100% of its capacity. Although the OPAL usage 

remained  low and it did not justify the 50% cap the 2016 revision can be considered as a return 

of the EC    to its comfort zone of market-based energy security governance. On the other hand, 

such  a decision can theoretically undermine the basic goals for supply diversification and 
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support for     the countries with high dependence on Russian gas. 

Finally, one needs to keep in mind that the energy security setting was different in 2009 and 

2016 at least with respect to Brussels; while in 2009 the EU was alarmed by the Russian 

resource nationalism as expressed in the Russia-Ukraine crisis, in 2016 Brussels was more 

confident  on the EU energy system resilience. Hence, it made perfect sense to re-visit the OPAL 

decision only this time from a more market-based approach. On the other hand, the EC 

disclosure of the decision was largely problematic as the EC contrary to its common practice 

published, with long delay, the mere decision without disclosing its thinking. As expected, the 

decision of the EC as well as the way it handled its disclosure was met with criticism especially 

from Poland which threatened to sue the EC and made a case before the ECJEU which in 

January 2017 decided   the provisional suspension of the October 201 decision438439. All in all, 

the controversy over the OPAL exemption reflects a dynamic nexus of geostrategic and market-

based consideration towards energy security on behalf of the EC as well as the importance of 

domestic politics with respect to the EUMS. 

So the question that comes to mind is why does the EC adopts these different approaches 

towards gas pipelines which after all share many similarities regarding their basic 

characteristics, given that the provision bringing additional Russian gas to Europe, bypassing 

Ukraine? The argument here is two-fold and it includes intra-EU politics and geopolitical 

calculations. To begin with, blocking a major energy infrastructure project which is the 

backbone of the German energy policy, is not the equally complicated as compared to blocking 
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a project which is supported by countries such as Greece and Bulgaria. The difference in the 

political and economic clout of EUMS in the EU energy security structure have been already 

analysed as they became apparent in the allocation of Presidencies among EUMS, after the 

entry into force of the Lisbon Treaty, something that has been already mentioned by Junker too 

A second and closely interrelated reason is the fact that contrary to other countries such as 

Greece, Germany avoids any securitization of its energy relations with Russia. Greece, in turn, 

has linked the construction of South Stream and later Turkish Stream with geopolitical gains. In 

the former case, PM Karamanlis pursued a rapprochement strategy towards Kremlin that was 

deemed as part of a two-vector foreign policy towards Russia and the West. That was also 

linked to the Greek veto towards the F.Y.R.O.M.’s NATO entrance, something that was also 

considered a Russian diplomatic victory. This, in tandem with the traditional religious ties 

between the two countries, alarmed the West especially when in 2015 the newly elected Greek 

government led by the radical left wing party of SYRIZA sought to reach an energy agreement 

with Kremlin that would include the construction of Turkish Stream, a project that was deemed 

as being in conflict with the EU supported Gas Corridor. Things became more alarming when 

PM Tsipras with members of his government including the hard-liner communist Lafazanis 

visited Moscow amid speculation that a possible construction of Turkish Stream project would 

serve as a bargaining chip for Greece towards its negotiations with its creditors. The EU 

together with the US saw the Turkish Stream projects as a possible Trojan horse and attempted 

to contain the project440. This securitization of energy and the EU geopolitical approach to the 

specific issue is witnessed by the diplomatic pressure applied to the EU as well as by the 
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frequent visits and the active involvement of the US Special Envoy and Coordinator for 

International Energy Affairs Amos J. Hochstein441. 

 
5.4.4. Challenges to the EU External Energy Security Strategy 

 
Undoubtedly, the external dimension of the EU energy security strategy has been gaining 

prominence during the last years yet this is not without problems. Brussels faces considerable 

challenges towards applying coherent and effective energy diplomacy. According to Raines and 

Tomlinson (2016), these can be summarized in the following problems: 

1. The nexus between security of supply and human rights 
 
2. The conflict between pursuing short-term and long-term energy security 
 
3. The alignment of technical, economic and political interests 
 
4. The conflict between commercial interests and foreign policy442 

 
 

The first problem with the external energy security strategy of the EU can be traced to the 

fact that it is less an autonomous policy or at least an equal pillar of the EU energy security 

strategy and more an extension or even better a platform of the internal EU energy security 

strategy. It is largely framed or perhaps limited by the normative approach of the EU towards 

energy security. The attempt of Brussels to promote the market-based values of free trade, open 

markets and law-based energy governance are not always met with the same enthusiasm among 

all EUMS and EU Institutions. 

Furthermore, the formation of a common EU energy security strategy based on shared 

problem solving has generated the creation of a “social learning process” which underpins the 
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272 
 

creation of the EU identity as far as energy security is concerned. Towards this end, the EU has 

been widely predisposed towards the promotion of economic and regulatory norms reflecting its 

own experience of energy governance and market integration. According to Youngs (2007),  

some analysts  have identified  the EU as  a ““liberal  superpower”  whose “latent   

power”……. rendered it more in tune with a post-modern international system: the post 

material EU….represented “the new role in a post-modern bipolar international order”
443 . 

This description is rather accurate, yet it also defines the basic problem of the EU external 

energy security strategy, which is that it is neither sincere nor always welcome or even 

understood by its counterparts. For one thing the basic EU assumption that what is good for 

Europe is also good for the world is contrary to the EU normative rhetoric and it is not always 

effective. The espousal of market-based rules and democratic norms has been seen by some as a 

new form of  geopolitical imperialism what is often called “soft imperialism”. One needs to 

keep in mind that the EU is a supranational postmodern actor, which operates in a Westphalian 

modern energy security architecture where resources are often found in states with authoritarian 

regimes, which do not easily understand, let accept initiatives that challenge their national 

sovereignty. According to Robert Cooper, the EU is a ‘post-modern’ political entity which does 

not apply ‘traditional’ methods of international relations that reflect the Westphalian system. 

This lack of compatibility limits the potential of the external dimension of the EU energy 

security strategy something that was early depicted at the failure of Brussels to convince Kremlin 

to sign the ECT. In Kremlin’s calculations, it is not worth sacrificing the privilege to ink bilateral 

transit agreements, that can offer the privilege of a quasi-monopoly in the European energy 

market in order to join a multilateral energy regime which is led by the EU. This divergence of 
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understanding lies in the fact that the EU considers itself as more democratic and prosperous as 

compared to its energy counterparts which, according to this logic, should follow the European 

paradigm. This rationale is further extended by the fact that given that the EU maintains 

superiority  in  terms  of  market  integration,  Brussels  should  have  the  leading  role  in this 

integration process while Russia as well as other states should accommodate to the European 

rules444. Yet this logic in both its parts is rejected by Russia as well as by other states which 

perceive energy as of national interest while they hold a different understanding of the EU as an 

energy security actor, especially within the traditional notion of energy security. Given Moscow’s  

geopolitical  approach  on  energy  security, Moscow  is  unwilling  to  approve  the European 

energy expansion in areas of traditional interest such as the Caspian region including energy-

related policies such as stabilization and economic development policies. In fact, Russia does not 

only reject the EU external energy security strategy but it also finds hard to understand as it 

approaches energy from a different angle445. Furthermore, while Russia rejected the export of the 

liberal and democratic rules on energy security things became even more complicated after the 

mid-2000s when a geopolitical dimension emerged in the European external energy security with 

Brussels trying to implement a soft foreign policy that aimed at reducing dependence from 

Russia446. 

A second impediment vis-a-vis the external energy security strategy of the EU refers to the 

limited clout of the EU as a diplomatic and foreign policy actor. All in all, Kissinger’s famous 

phrase “Who do I call if I want to speak to Europe?” might be less relevant especially after the 
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Lisbon Treaty yet by its design the EU is not meant to be a foreign policy superpower. While 

Europe has been an economic and soft power giant its influence in foreign policy and diplomacy 

has been more limited, something that should not surprise us given the architecture of the  EU447. 

The institutional capacity of the EU to develop an efficient and coherent external energy security 

strategy is limited by the fact that Member States pursue their own external energy relations as 

they maintain full sovereignty and a coherent diplomatic apparatus to pursue their own energy 

diplomacy, especially with respect to Russia. 

According to Metais (2013), the external security of the EU towards Russia is further 

hindered as there are four different approaches among EUMS towards Kremlin. The first group 

includes Greece and Cyprus which can be deemed as ‘Trojan horses’ for the Russian strategy 

towards Europe. Strong economic and financial ties with Cyprus, promising energy projects in 

the Mediterranean and Black Sea in tandem with cultural and historic links between Russians and 

Greeks as well as strong political support towards rapprochement between Russia in Greece 

which is facilitated by discontent towards Greece’s creditors, have allowed Russia to establish a 

special relationship with the specific countries despite explicit and frustrated denial from Greek 

officials. In particular, Greek diplomats who were interviewed argued that energy and diplomatic 

relations with Russia are exclusively driven by economic interests and that allegations about 

geopolitical calculations are just stereotypes adopted by EU officials448. This however appears to 

be hardly the case and the position of the Greek officials can be mainly attributed to the overall 

tendency of officials and politicians to deny any geopolitics in their energy security policies. 

The second group of countries includes France, Germany, Italy, and Spain, which maintains 
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strategic relationships with Russia. The strategic dimension between the two sides can be largely 

attributes to close economic ties and strong corporate interests between the two countries. One 

should not fail but observe that the common denominator between these countries is the existence 

of strong energy ties as for example the case of Nord Stream 1 and 2 as well as powerful energy 

companies. 

The third group of countries that Metais labelled as ‘friendly pragmatists’ includes the 

majority of the EUMS (Austria, Belgium, Bulgaria, Finland, Hungary, Luxembourg, Malta, 

Slovakia, Slovenia, and Portugal) which often align with the countries of the second group 

without being vocal supporters of Russia although they seek to profit from lucrative energy deals 

such as the case of South Stream. Interestingly, one can observe three issues here: First that some 

of these countries such as Bulgaria, Slovakia, and Hungary have high percentages of dependence 

on Russian gas449. Second, many of these countries have a poor record on their adoption of the 

EU internal gas market guidelines. Third, some of these countries also maintain high 

corruption450.  

Figure 5.1: EUMS Dependence on Russian Gas 
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Source: European Council on Foreign Relations 
 
 

Figure 5.2: Corruption Risk Index in EUMS 

 
Source: European Parliamentary Research Service Blog 

 
 

Figure 5.3: Liberalization of the Gas Market in Europe 

 
Source: Gas in focus (https://goo.gl/LDRGW2)
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Although it is hard to prove there appears to be an interconnection between those three issues 

which can lead us to the conclusion that it is highly likely that Russia has been able to use   more 

EUMS  as  potential  “Trojan  horses”,  something  which  has  been  also  validated  during    the 

conducted interviews with energy experts. The fourth group includes Czech Republic, Denmark, 

Estonia, Ireland, Latvia, the Netherlands, Romania, Sweden, and the United Kingdom. These 

countries apply a strategy towards Russia which is dictated barely by economic pragmatism 

while they are particularly sensitive on Russia’s record on issues such as human rights and 

democratic governance something that can set back bilateral relations. 

Last, Poland and Lithuania have been highly dependent on Russian gas, they maintain 

painful historical memories and strong security concerns, as a result they have been expressing 

their grave concern on the role of Russia in the European energy security and they are the most 

vocal supporters of the need to prioritize diversification and coherence towards Kremlin451. 

Furthermore, the external dimension of the EU energy security strategy is undermined by 

local preferences among EUMS. Although the EUMS have allowed some parts of energy 

security policy to be conducted at an EU level, they prefer it to be conducted at an 

intergovernmental structure and not at a supranational level. Therefore, they prefer to embody 

energy security policy within the EU CFSP and not develop a pan-European energy security 

strategy in order to maintain some short of minimum control. Consequently, this limits the 

institutional capacity of the EU policy but it also undermines its credibility towards other energy 

actors especially when the latter approach energy security and foreign policy from a traditional 

Westphalian angle. 
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Furthermore, the commitment of the EUMS in the EU energy security strategy has been  

often compromised by domestic politics and their priority to domestic vested interests. In many 

cases national governments went against the goals and liberal principles of the EU external 

energy security strategy in order to protect their perceived national interests and to satisfy their 

domestic audience. While it would be rather far-fetched to suggest the emergence of resource 

nationalism in Europe there have been cases where policies of certain Member States can be 

characterized as such. For example, during the discussions on cross-border takeovers between 

energy companies in France, Germany and Spain, the respective national governments 

pointed towards this direction452. Facing the prospect of the merge between the Spanish energy  

company Suez and the French Gaz de France, the government of José Luis Rodríguez Zapatero 

attempted  to block such a deal on grounds that the policy of France to charge high electricity 

and gas tariffs allows Gaz de France to notch up high profits which the latter uses for takeover 

bids 453 . The reaction of the Spanish government was based on allegations about state 

protectionism has not been something new within the EU energy market, as most countries 

appear to put their national interests above the common EU energy security strategy. 

This was also depicted by the intention of numerous countries, such as Germany and 

Greece, to establish preferential energy relations with Russia even if this would undermine the 

EU energy security strategy as well as by the tactic of certain countries, such as France and 

Spain, which sought to access other European gas markets (i.e. Germany) and in parallel 

attempted to protect their own energy markets from other EU and third countries’ energy 

companies. This lack of coherence among EUMS can be attributed not only to the dominance 
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of domestic politics over EU energy security as well as on the fact that some EUMS do not 

fully believe in the merits of a supranational EU energy security strategy454. In other words, 

they would support initiative of the European external energy security strategy, provided that 

the latter will either leave them better off or will merely refer to lower politics and it will not be 

against vested interests. 

 

5.5. Conclusion- An assessment of the EU Energy Security Strategy 
 

The assessment of the EU energy security strategy since the beginning of the 21st century 

revealed that far from the dominant stereotype, the EU approaches energy security by adopting 

a combination of strategic and market-based approaches. In fact, the EU energy security  

perception formation has been the outcome of a constantly evolving process which involves 

structural changes, domestic politics, and the interaction of supranational  EU  institutes, 

sovereign EUMS, and energy companies. In this nexus of interacting actors and cross-cutting 

interests, the EC has been largely determining the formation of the respective narrative as well 

as the design and implementation of the EU energy security strategy. The latter has an internal 

and an external dimension which are closely interconnected and while the former has been 

playing a dominant role in ensuring energy security in Europe it has been detrimental to the 

implementation of the EU energy diplomacy as well. Despite the liberalization and integration 

process of the EU internal gas energy market, overall the EU energy security strategy still 

suffers from serious setbacks. A closer look to different segments of the EU energy security 

tactics reveals that the EU policy options can be identified as hedging yet they do not constitute 

a strategy. 
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During the last 10 years Russian gas has become the point of reference for the EU energy 

security policy. This can be largely attributed to structural reasons as Russia is the most  

important supplier of energy to Europe while the fungibility of oil even in the short run allows 

Europe to easily mitigate the risks of short-term supply disruption shocks as well as the long-

term instabilities in the oil market. This comes to a stark contrast with pipeline gas where 

serious energy security threats can emanate from short-term supply disruptions, let alone long-

term anomalies in the gas markets. In this context, it needs to be stressed that contrary to the 

mainstream approach the EU fears about the reliability of Moscow as a reliable energy supplier 

are not limited to the geopolitical narrative about the Russian leadership using the energy 

weapon in its relations with the West, but they also have to do with more pragmatic and market- 

based concerns about the status of the Russian energy infrastructure and Russia’s ability to 

make the necessary investments. 

Against this backdrop, the EC has established a comprehensive strategy which is largely 

based on the promotion of a liberalized and highly integrated internal gas market and to a lesser 

degree on the diversification of energy supplies. All in all, the EC recognized the necessity to 

mitigate the risks towards security of energy supply regardless if they are geopolitical such as 

instability in the relations between Russia and Ukraine or economic such as energy price 

fluctuations. With respect to Russia, the EC has constructed a comprehensive plan which shares 

many similarities with what we have described as hedging. Notwithstanding the rejection from 

EC officials, Brussels has been seeking to reduce dependence from Russian gas without openly 

challenging Kremlin, given that Moscow will remain the most important gas supplier of  

Europe for the following years. 

Without committing itself to a purely balancing or bandwagoning strategy, the two-



281 
 

pillar EU energy security strategy includes elements of indirect balancing, dominance 

denial, economic pragmatism and binding engagement 

Figure 5.4: EU Energy Hedging Strategy 
 

Subject/ 
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Degree of power rejection               Neutrality Point  Degree of power acceptance 

 Based on the above table, the EU energy security strategy includes both risk contingency 

options and insurance policies. Indirect balancing includes diversification of energy suppliers 

and the implantation of a liberalized and interconnected gas market. These measures have been 

largely promoted by the EU institutions which the EUMS setting barriers in order to 

safeguard their national interests and protect their national energy companies and other relevant 

vested interests. Both cases serve as vivid examples of how the EU energy strategy is restricted 

by national interests, vested interests, and the inability of its institutions to mobilize the 

necessary resources. Notwithstanding the contribution to the EU energy security, the 

construction of Nord Stream 1 and 2 as well as the resistance of some EUMS to implement the 
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EC gas Directives reflect the limits of the EU energy security strategy. This should come as no 

surprise given the opposition of certain EUMS to forego their national sovereignty on energy 

policy. 

The implementation of such measures has not taken place overnight and it does not include 

solely market-based or geostrategic policies. In fact, even the EU institutions have been 

adopting tactics that correspond to both approaches signifying the complexity of energy 

security policy, especially when its subject is a supranational formation. Until the mid-2000s 

the EU energy security policies were largely market-based such as the 1st and the 2nd Gas 

Directive, during the period of securitization both EUMS and EU institutions adopted more 

geostrategic options such as bilateral agreements such as Nords Stream 1 and the discussion 

about South Stream, lobbying for certain pipelines from the EU Institutions (e.g. Nabucco) and 

more active involvement of the EU institutions in intergovernmental agreements. More 

recently, the instruments of the EU have been more comprehensive and sophisticated aiming at 

a decarbonized and diversified EU energy market which will include LNG hubs as well as gas 

imports from the Caspian Sea region. 

An issue that stands out and need to be addressed is the widely observed tendency of most 

EU officials, to decouple energy security policy from geopolitics. Besides, this is a point of 

contention between the EC and the EEAS. Notwithstanding the fact that geopolitics are present 

in the energy security politics of all actors, including the overall liberal and market-driven 

EU energy policy, state actors and policymakers avoid admitting this nexus in their 

policymaking process. The reason behind that is that they want to avoid securitization of energy 

in order to immunize their energy security policies from criticism regarding their rationality. 

Invoking market conditions, legalities, and profitability help, politicians and policymakers 
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rationalize their decisions, present them to national audiences as rational and prevent diplomatic 

frictions with other states. Hence, the argument of German representatives that the agreements 

on Nord Stream has been profit driven and the assurances of Greek officials from the MOFA 

that there has been no geopolitical dimension in the discussions about South Stream and 

Turkish Stream, despite sporadic political statements that the emergence of Greece as an energy 

hub would entail geopolitical benefits. 

A second point that needs to be stressed is the lack of solidarity among EUMS and in many 

cases the lack of trust between them with respect to energy security. While lack of solidarity 

among EUMS is also present in the EU internal energy market as in the case of the France–

Spain interconnector, the problem is more emphatic in the external dimension of the EU energy 

security. The setting here is more complicated as it included a number of countries establishing 

or pursuing intergovernmental energy agreements which come into direct conflict with the EU 

interests, other EUMS which point fingers towards the “defectors”, and mainly towards EUMS 

with national energy companies that maintain close ties with Kremlin. The explanation for the 

lack of coherence is that due to its multifaceted nature, the external energy security of the EU 

cuts across a wide variety of issues, which fall in the category of high politics. In line with 

Moravcsik’s verdict, the national governments of the EUMS implements their country’s 

external energy diplomacy and consequently they move to the table of negotiations for the EU 

energy diplomacy giving priority to national interests. As a result, the UK became more flexible 

towards a more pan-European energy security governance when it became a net energy 

importer, Poland called for an energy security governance mechanism that would resemble to 

NATO, the SYRIZA-lead Greek coalition government tried to link the issue of the Southern 

Gas Corridor to the negotiations with Greece’s creditors. 
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Despite criticism and the actual drawbacks the EU energy security strategy has been by all, 

large successful. Although EU has been criticized for not standing up more firmly to Russia the 

EU has been able to insulate the European energy market against short-term supply disruption 

scenarios through a combination of internal policies including interconnectors, reverse-flow 

capabilities, promotion of green energy and energy efficiency, and gas storage facilities. Based 

on EC analyses, even in the event of a multi-month supply disruption shock, the European 

energy market will land on its feet albeit having received a serious blow. With the termination 

of the so-called destination clauses, EUMS can resell gas that has been previously imported 

with the only actual issue being the availability of the necessary infrastructure. Hence, for 

example,   Germany re-exported approximately more than 30bcm of mostly Russian gas to 

Central and Eastern Europe, including Ukraine 455. This however applies only to countries 

which are interested in pursuing the EU plans as there are certain Member States which prefer 

to maintain the monopolistic dependence from Russian gas and the EU appears unwilling or 

even unable to force them to change their plans. 

Adding to this, one needs to keep in mind that projections about future gas demand and 

plans for a more green EU economy raise questions about how much gas will the EU need in 

the future. Furthermore, despite the attractiveness of the rhetoric about balancing away from 

Moscow, reducing dependence on Russian gas, and other geopolitical discussions on big 

energy-chess games, one should not forget the economic reality of energy relations, which 

includes long-term contracts and very strict “take or pay” clauses in the EU-Russia gas deals. 

Hence, we need to underscore the limits of such tactics, as Russia will remain the dominant 

                                                           
455 Tim Boersma and Michael E. O’Hanlon, “Why Europe's energy policy has been a strategic success 
story,” Brookings Institute, May 2, 2016, accessed October 29, 2016, 
https://www.brookings.edu/blog/order-from-chaos/2016/05/02/why-europes-energy-policy-has-been-a- 
strategic-success-story/. 

https://www.brookings.edu/blog/order-from-chaos/2016/05/02/why-europes-energy-policy-has-been-a-
https://www.brookings.edu/blog/order-from-chaos/2016/05/02/why-europes-energy-policy-has-been-a-strategic-success-story/


285 
 

source of gas supply and both sides have much to lose from instability in their energy trade. 

In this context, the question about hedging in the EU energy security strategy is not 

whether the latter has the characteristics of hedging, but instead if hedging has the form of 

strategy; after all hedging can be not the outcome of a strategic decision but rather the sum of 

diverge and unrelated policies or the sum of not connected policies as a result of a political 

compromise. Based on the analysis so far, the EC has been pursuing a specific strategy, which 

aims at  ensuring energy security by boosting the capabilities of internal market, diversifying 

away from Russia without challenging Moscow. The EC strategy has a very clear 

conceptualization which is based on the observation that the EU security of gas supply is 

threatened by geopolitical and economic risks, that can refer to access and transportation of 

gas as well as the reliability of the suppliers. Hence, the basic two assumptions of the EC are 

that Russian gas will remain dominant in the European energy mix and that the EU should 

mitigate security of energy supply risks by fostering its internal market and in parallel, 

exporting its energy governance model to energy resource rich countries in its periphery. In 

parallel, it seeks to engage and reassure Russia about its interest to maintain this close energy 

partnership. In order to put forward its agenda the EC  has been promoting itself as having the 

technical and policy expertise and it seeks to exploit windows of opportunity such as the 2006 

and 2009 gas crises or the emergence of environmental concerns that will allow its officers to 

keep EUMS at bay and promote their agenda. 

Therefore, if all EUMS were in line with the EC strategy then the EU  energy security 

strategy would be undoubtedly a hedging strategy. The problem however is that not all EUMS 

are in line while some segments of the EU strategy such as the close EU-Russia gas trade has 

been the outcome of intergovernmental agreements. Hence, it should not be taken for granted  
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that Nord Stream would have been constructed it had to be agreed between Russia and the EC. 

Similarly, while some elements such as market liberalization have been put forward they do 

not enjoy the tacit support of all EUMS. In fact, even within the EU institutes there are strong 

disagreements regarding certain elements of the EU energy security strategy such as the role of 

conditionality clauses on human rights and democratic governance in the EU energy 

diplomacy. Therefore, it can be argued that what could be labelled as an EU hedging strategy 

is partially a strategy, with respect to the EU institutions, but when it comes to the EU in total 

then it is more the sum of policies implemented by different actors which unintentionally 

brings a hedging effect. 
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6. China’s Energy Security Perceptions 
 

Energy security has been an important issue for Beijing since the early years of the 

People’s Republic of China (PRC). While China has not been facing imminent dangers for its 

security of energy supply, the integration of the country in the global financial and political 

system as well   as its skyrocketing energy needs have given birth to geopolitical and 

economic challenges to China’s energy security. For Beijing, energy security is an issue of 

national security as it guarantees economic development and consequently social cohesion and 

the survival of the CCP. 

In 2002, both President Hu Jintao and PM Wen Jiabao classified oil and other resources as 

incremental to China economic development and national security456. Security of energy supply 

remains a high priority for Beijing focusing on diversifying their energy supplies as well as 

their energy transportation routes. For CPC energy security is a prerequisite to economic 

development and social stability, hence, a necessary condition for political stability as well. In 

fact China’s energy security strategy is largely driven by China’s perceptions on what 

constitutes energy security and what are the threats, which stem from the necessity to achieve 

energy security. 

Xu (2006), claims that, because of skyrocketing economic growth, China faces  serious 

energy security challenges which threaten economic development and political stability, unless 

measures are taken to improve the efficiency of the energy industry and the energy market457. As 

a result, Beijing has adopted a strategic energy security approach which for many years has been 

reflecting the principles of mercantilism and realism. According to Lieberthal and Herberg 
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266-284. 



288  

(2006), the mercantilist cast of the Chinese energy security approach reflects mistrust to global 

energy markets and   institutions as the latter are dominated by western powers. What is more, 

they are gravely concerned about potential supply disruptions that might be the result of 

geopolitical risks458. 

Although most foreign scholars and policymakers have been traditionally preoccupied with 

the geopolitical dimensions of China’s quest for oil and gas, China understanding of what is 

energy security is far more complicated. In line with Johansson’s (2013) narrative, energy 

security has been both as an object which can be exposed to security threats such as security of 

energy supply and energy demand as well as a subject of security, one that can generate security 

challenges  to  states  and  individuals  through  energy  shortages,  environmental degradation, 

geopolitical frictions, and economic costs459.    

In this context, we can identify a domestic and    an international dimension of energy 

security in China, which are approached from a combination of market-based and strategic 

approaches. With respect to China’s understanding of what is energy security and how can it be 

achieved there two issues stand out: First, while strategic approaches on energy security have 

been the dominant approach, market-based approaches have been gaining prominence. Second, 

the majority of Chinese officials deny the existence of geopolitical dimensions in China’s energy 

security perceptions 

Keeping in mind the traditional definitions according to which energy security is the 

availability of energy resources at an affordable price that brings as limited as possible 

environmental degradation, Beijing recognizes four main aspects of energy security: 
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1. Secure supply and transportation of energy. This is the bottom line of energy security 
and 

 
the backbone of China’s economic development. 
 
2. Affordability and stability of energy prices 

3. Environmental sustainability as in the future Beijing is concerned on the impact of 

energy development and utilization on the environment. 

4. Safety and reliability of the energy system focusing as apart from secure energy 

transportation attention is paid to the resilience of power grids, gas and heating networks. 

Judging from the fourth issue, it becomes apparent that how China approaches of energy 

security have been dynamic. Until the early 1990s, China was relying on its domestic energy 

resources and hence emphasis was given to the efficient development of domestic resources and 

the efficient consumption of energy in order to minimize economic and environmental costs. 

After the mid-1900s the rising dependence on energy imports and geopolitical challenges, 

stemming from China’s rise as an economic and political superpower, brought back the 

nightmares of the energy shortages in the early years of PRC. Despite different approaches on 

energy security, the common denominator across different periods of time and among various 

segments of China’s energy policymaking mechanism is the fact that energy security is vital to 

the country’s economic growth and social and political stability and it is considered as an issue 

of national security as declared in 2005 by Premier Wen Jiabao460.  In parallel, China views 

itself not only as an object of energy security but also as a major actor, which shapes the global 

energy security landscape. In this context, the 2007 White Paper “China plays an important role 
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in maintaining global energy security”461. 

Although coal is the dominant fuel in China’s energy mix, the importance of oil in the 

country’s industry and urbanization, and military capabilities have made oil security the  

dominant issue in China’s energy security perceptions for many decades. The civil war 

underscored the connection between availability of energy and military power with Zhu De, 

Commander in Chief of the PLA arguing that “without oil, fighter planes and tanks are no better 

than dog-beating sticks” Similarly, Mao Zedong observed that “oil is necessary for 

development; those that fly in the sky and those that run on the earth cannot work without 

oil"462. Therefore, despite the  short  percentage of  imported  oil  in  the  country’s  energy mix, 

availability of oil became an issue of major concern for the Communist leadership since its early 

years. 

 
 

6.1. The Pursuit of Energy Security before 2000 
 

Following the end of the civil war and Mao’s rise to power, economic growth and rapid 

industrialization topped the priorities for the Chinese leadership. During the first years of the 

CPC power the country embarked on a heavy industrialization process in line with the Soviet 

model which included the promotion of heavy industry and a subsequent increase in energy 

consumption. Therefore, from the early years of PRC, energy security had been a basic 

precondition for China’s economic survival and future development. As a result, Beijing became 

heavy reliant on Soviet assistance as following the coming into force of the 1950 Sino-Soviet 
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Treaty of Friendship, Alliance and Mutual Assistance Moscow introduced a $300 million line  

of credit for the import of Soviet petroleum products and machinery, while Kremlin formed 

joint- stock companies for the development of the much promising Karamai oilfield. 

Furthermore, based on the 1st Five-Year Plan (1953-1957) Moscow provided technical support 

and training for the development of the oil industry in China. The Chinese heavy reliance on 

Soviet Union,  which exceeded 50% for all petroleum products turned into an absolute havoc in 

the late 1950’s when, following the Sino-Soviet split, Moscow put an end to the oil assistance 

program463. Furthermore, in 1950 Beijing supported and fought along North Korea against the 

US-led UN forces leading to a complete embargo against China, which was not lifted even after 

the end of the war, and after 1952 it was further reinforced. Therefore, the imminent loss of 

Soviet oil support in tandem with the US trade embargo has created painful memories to 

Chinese people about the threat of oil supply risks464. 

The distress to China as a result of the Sino-Soviet split and the Western embargo has been 

a major factor for the emergence of the principle of self-reliance, which in turn, is a basic tool in 

order to explore how China perceives energy security. In addition, the perception of self-reliance 

has been fundamental in Chinese thinking as a path towards economic development and it has 

been shaped by two historical moments in China’s domestic politics, the experience of the 

Yanan Rectification Campaign and Mao’s approach to economic development. After the end of 

the Long March, the feeble Red Army found itself isolated in the Shanxi border with limited 

external contact as well as resources. Hence, self-reliance and decentralization became the 

backbone for the Chinese Communists in order to survive. According to How and Walker 
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(1978), self-reliance “reflected the particular needs of a particular time” yet it became dominant 

in the Communist leadership mind-set. Furthermore, Mao perceived self-reliance as the basis for 

maintaining national integrity, maximizing output and hence consolidating power 465  . The 

acceptance of self-reliance as an important principle did not preclude external economic 

relations. After the late 1950s however China had to face alone the challenges of fuelling its 

economy, as Beijing could not rely anymore on Moscow while the US-led embargo made things 

more strained. As a result, self-reliance became a strategic choice and virtue out of necessity. 

Hence, according to the 1963 declaration of the Chinese Communist  Party Central Committee: 

“In accordance with its own concrete conditions, [China] must rely first of all on the diligent 

labour and talents of its own people, utilize all its available resources fully and in a planned 

way, and bring all its potential into play in socialist construction. Only thus can it build 

socialism effectively and develop its economy speedily” 466. 

In this context, ensuring access to energy resources through self-reliance became an issue of 

survival. This was also reflected in the coverage of the Daqing oilfield in 1959 which relieved 

China to a very large extent, albeit not entirely, from oil shortages. In a much dramatized 

description, the state oil company CNPC describes the development of the super-gigantic 

oilfield 

as being “closely related with the destiny of the nation and the development history of Daqing is 

an episode full of independent pioneering quests and struggles with nature”465. This should 

come as no surprise given added value of the oil field to the country’s energy mix as it 

accounted for an average of 75% of China’s annual oil production during the 1960s and 1970s. 

                                                           
465 Chien-Hsun Chen, “Modernization in Mainland China: Self-Reliance and Dependence,”  The  
American Journal of Economics and Sociology 51 no. 1 (January 1992): 59-62. 
466 Friedrich W.Y. Wu, “From Self-Reliance to Interdependence? Developmental Strategy and Foreign 
Economic Policy in Post-Mao China,” Modern China 7 no. 4 (1981): 445-463. 



293  

In this context, ensuring access to energy resources through self-reliance became an issue 

of survival. This was also reflected in the coverage of the Daqing oilfield in 1959 which 

relieved China to a very large extent, albeit not entirely, from oil shortages. In a much 

dramatized description, the state oil company CNPC describes the development of the super-

gigantic oilfield 

as being “closely related with the destiny of the nation and the development history of Daqing 

is an episode full of independent pioneering quests and struggles with nature”467. This should 

come as no surprise given added value of the oil field to the country’s energy mix as it 

accounted for an average of 75% of China’s annual oil production during the 1960s and 1970s. 

Table 6.1: China Oil Production 1965-2007 
 

(Source: http://crudeoilpeak.info/global-peak/china) 

The legend of the “Ironman” Wang Jinxi (王进喜, 1923-1970) a poor peasant from Gansu 

Province who became a labour hero as he worked, together with his this famous No.1205 

Drilling Team, under extremely harsh conditions in order to strike oil  depicts the importance 
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that Beijing attached to Daqing oilfield and consequently to securing enough supply of oil and 

gas. Wang Jinxi was elected to the CPC Central Committee in 1968 and he has been widely 

depicted as a national hero who helped Chairman Mao to “break China's dependence on 

foreign oil supplies by boosting domestic production” and the Party Central Committee “to fight 

'a massive battle' to open up Daqing”468. The momentum for the Chinese oil and gas industry due 

to the Daqing oil field was very favorable and this paved the way for explicit optimism with 

Premier Zhou Enlai stating in the early 1960s before the National People’s Congress that “for all 

the   oil needed by our country we are basically self-sufficient”469 

Figure 6.1: Wang Jinxi (王进喜, 1923-1970) 
 

Source: http://chineseposters.net 
 

While securing supply of energy remained vital for China’s economy and politics the 

country’s vast coal stock and oil production allowed Beijing to maintain a positive energy 

balance until the early 1990s when the country became a net energy exporter. Two issues stand 

out here, the limited securitization of energy and the close link between energy security and 
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security of oil supply due to oil’s importance in the national economy and security as well as 

because of the dependence on oil exports. According to Leung et al. (2014), the keyword 

“Chinese energy security” appeared in 180 results between 2000 and 2012 and only in 1 article 

from 1990 until 2000, a 1997 article entitled “The role of oil in the economic development of 

China: The irreplaceable strategic resource” which equated oil security and energy security 

given the dependence on foreign oil imports after the early 1990s 470. During these years 

securitization of energy remained limited although ensuring access to energy resources was of 

high importance. 

While Beijing had been able for many decades to ensure adequate access to energy 

resources the attention of the Chinese leadership has also focused on the efficient and 

environmentally friendly usage of natural resources. In his Report on the Outline of the Ninth 

Five-Year Plan (1996-2000) for National Economic and Social Development and the Long-

range Objectives to the Year 2010 China’s Premier Li Pang overlooked any geopolitical 

dimension of security of supply and focused on the necessity to boost energy conservation and 

efficiency, maximize the potential of domestic energy resources, protect the environment and 

rationalize pricing 471 . His words highlighted the environmental as well as the economic 

development dimension of energy security for China. All in all, the Chinese thinking of energy 

security until the late 1990s was focusing mainly on the economic development dimension of 

energy security applying domestic policies including the expansion of domestic resources, and 

improving energy efficiency. In other words, energy security was more a domestic issue, as its 

external dimension was rather atrophic. Consequently, there were limited geopolitical 
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considerations with the Chinese attention being more towards the economic development and 

the domestic politics dimension. On the contrary, the Chinese leadership was giving priority 

to issues such as the performance of the newly transformed NOCs after Deng Xiaoping 

reforms and the challenges of the petroleum industry which was deemed as the of paramount 

importance for the country’s energy security472. 

6.2.  The Economic Dimension of China’s Energy Security 
 

For China energy security has been first of all the backbone of its economic development 

with local analysts characterizing it as the lifeblood of China’s industry473. Since the early 

2000, the Chinese breakneck economic growth in tandem with skyrocketing energy needs has 

led to increased energy security concerns among the Chinese leadership. Consequently, this 

brought   a 

sharp increase to China’s energy consumption, which became of particular concern for Beijing 

given the Chinese dependence on energy imports. In particular, energy security has been both 

threatening and threatened by China’s economic development. While China’s energy security 

has been affected by various exogenous economic factors, the domestic dimension of China’s 

economy and politics has been the primary driving force and the magnitude of China’s 

economic growth has been so big that its prominence cannot be disputed. 

In 2011 Beijing became the largest global energy consumer while it is second largest 

consumer of oil behind the US. Although attention is paid to oil and gas, coal remains China’s 

primary energy source (66%), with oil (20%), hydroelectricity (8%), natural gas (5%), nuclear 
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(1%) and other renewables (1%) making up the rest of the consumption. China holds 24.4 

billion barrels of proven oil reserves, the highest in the Asia-Pacific region. In parallel, 

according to the U.S. Energy Information Administration (EIA), China held 164 trillion  cubic  

feet  (Tcf)  of  proved  natural  gas  reserves  in  January  2015.  From 2003 until 2013 China 

almost tripled its natural gas production to 4.1 Tcf and production mainly stems from 

Southwest (the Sichuan Basin), Northwest (Xinjiang-Mainly the Tarim Basin & Junggar 

Basin) and Northeast (the Changqing oil and gas area). Regardless of the discussion about the 

role of renewable energy and the importance of oil and gas, coal remains the most important 

source of energy in China’s economy. Still however, oil has been at the centre of China’s 

energy security concerns due to the country’s growing import dependence due to its 

importance for China’s transportation, petrochemical, and residential sectors. 

Table 6.2: China’s Energy Mix 2012 
 

 
Source: US Energy Information Administration 
 

 
Table 6.3: China’s Energy Consumption (2013-2014) 
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Source: BP Statistical Review of World Energy June 2015 

 
There are a number of driving forces behind China’s quest for energy resources. The booming 

economy has expanded the gap between oil and gas consumption and production that has to be 

filled by imports. Oil tops Beijing’s energy security agenda making energy security identical to 

oil security 474. In 2014 China became the largest global net importer of oil surpassing the US 

with an average net total of oil imports reaching 6.1 million bbl/d. More than 40% of imported oil 

comes from Middle East making it an area of profound energy security concern for Beijing475. 

After  the  initiation  of  Deng  Xiaoping’s  reform  agenda  and  the  opening  up  of  China’s 

economy  boosted  growth  and  transformed  the  country  leading  however  to  an  unparalleled 

increase of energy demand. With China embracing the global financial and trade markets the 

world’s powerhouse needed more energy and especially oil in order to support its export- 

oriented economic expansion that would fuel national development policies. Therefore, in 
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Chinese eyes the link between energy security and economic development is intrinsic476. This 

expansion however has put additional pressure on Chinese energy calculation, as Beijing had   to 

abandon the model of supporting economic activity through self-sufficiency and join 

international energy markets. As a result, the Chinese concerns on energy security gradually 

shifted towards the risks stemming from supporting Chinese economic activity through oil 

imports. While oil import dependence is often highlighted as the weak point of China’s energy 

security, it has not been the root of China’s energy insecurity but rather a clear reflection of its 

domestic energy shortcomings and in particular rising energy demand, energy inefficiency and 

the uneven distribution of energy resources. 

Starting from the early 2000s the notion of energy security emerged as a new buzzword 

following a sharp increase in China’s oil imports from 36.6m. to almost 70 million tons. This 

dramatic rise stemmed from improvements in China’s refining capacity, which allowed higher 

imports of oil for refining as well as from changes to China’s oil pricing system that allowed 

Chinese refineries to increase imports477. The rationale behind these concerns can be traced at 

the fact  that  energy  security  could  threaten  the  “national  values  and  objectives”  of    

economic development in order to ensure political and social stability. As economic 

development and poverty eradication was Beijing’s first priority, energy was a precondition for 

CPC’s survival. In the post-Mao era, CPC’s legitimacy had its foundation in people’s 

expectations for higher living standards. According to Breslin, there is ‘‘an unwritten social 

contract between the party and the people whereby the people do not compete with the party for 

political power as long as the party looks after their economic fortunes.”478. 
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In 2001 Premier Zhu Rongji recognized that energy and in particular oil is of strategic 

importance in the country’s tremendous achievements in economic and social development. He 

recognized that CPC had marked unprecedented success in modernizing the economy and 

infrastructure of the country yet the problem of shortage of resources such as water and 

petroleum was critical 479.  While  energy  security  has  been  part  of  the  agenda  for  China’s 

leadership since the beginning of the reform era, energy shortages at the beginning of 2000 led 

to much political attention towards the nexus between energy security and economic 

development. For example in 2005 the Vice Premier Zeng Peiyan to the People’s Congress 

identified the following problems in the energy sector: 

1. Sustained strong energy demand that places pressure on the supply; 
 
2. Shortage in resources that limits the growth of the energy industry; 
 
3. Coal-centered supply structure that is detrimental to the environment; 
 
4. Backward technologies that inhibit the efficient supply of energy; 
 
5. International market fluctuations that negatively impact domestic energy supply480. 

 
 

The problem for China had to do with domestic structural constraints as population has been 

forecasted to reach 1.5 billion by 2050 while net oil imports which reached 150 million tons in 

2004  and  220  million  tons  in  2009,  accounting  for  55  percent  of  the  country’s  total  oil 

consumption with projections for a rise to 400–500 million tons by 2020481. 

Furthermore, according to EIA, total net oil imports have been driven primarily by crude oil 

imports and oil import dependency has risen from 30% in 2000 to approximately 57% in 2014. 
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To make things worse, China’s economy has not been yet equally mature as is the case of the 

US and the EU and consequently future oil imports are not expected to significantly 

decrease482483. In addition, China understands energy security as being threatened by economic 

development due to low efficiency of the country’s economic sectors. Since the early 1980s, the 

Chinese leadership has been considering energy efficiency as a key issue to boost energy 

security and to support economic growth while reducing environmental security too. According 

to the 2007 White Paper on energy policy, a number of factors such as the dearth of high quality 

energy resources, the irrational energy structure and patterns of economic growth hinder the 

energy supply capability of the country and undermine the economic activity484. Especially 

during the early 2000s the Chinese concerns on energy efficiency had increased given that from 

1970 to 2001 China’s energy use per unit of GDP declined by 5 percent annually and then from 

2002 until 2005 saw energy use per unit of GDP increased by an annual average of 3.8 percent 

as a result of a fast economic growth driven by construction and industry485. In 2003 only, for 

every USD 1 rise in oil price per barrel, China paid 4.5 billion yuan more for its imports, an 

amount equal to 0.043 percent of its GDP growth. In 2004, oil price increase set back China's 

growth rate by 0.7 - 0.8 percent and compared to 2003 China had to bear an additional cost of 

USD8.8 billion486. 

This brings us to an additional important issue, which is that China feels as a latecomer in 
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the global energy markets. In this context, China’s NOC have to compete with major energy 

companies from the US and EU which have been operating for decades and they have 

accumulated enormous stock of capital, expertise, and business partnerships. As a result, 

Chinese NOC has no other choice but to try and catch up under unfavorable conditions. 

Furthermore, according to the Beijing’s narrative, China has been pursuing its energy security 

goals within a global energy architecture, which is based on Western norms and principles and 

on US-led institutions such as the IEA. Overall, the Chinese leadership is distrustful of the world 

energy market and do not see oil prices determined by supply and demand. In fact, they view the 

prices of the world’s oil resources as manipulated by major international monopoly capital and 

international speculation capital487. In Chinese  eyes,  on  the  other  hand,   energy security is 

too important to be left to the hands of the markets and consequently the leadership of the 

country should ensure energy security. This statist and largely mercantilist mentality has been 

dominant among political, policy, and military leaders in China for many years488. 

In addition, China considers pricing fluctuations as a major source of concerns for Chinese 

leadership. According to Chen Fengying and Zhao Hongtu who are researchers at China Institute 

of Contemporary International Relations (CICIR), an official think tank under the Chinese 

Ministry of State Security, price fluctuation is one of the  three China’s biggest energy security 

threats489. China’s growing energy needs coincided with rising and fluctuating oil prices and in 

2005 the Chinese leadership emphasized that in 2004 alone China had to bear an important 

economic toll of extra USD7 billion as a result of climbing oil prices on top of USD36 billion 
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for its oil imports. According to Sinopec, high oil prices had a negative impact on China’s trade 

and investment relations as well as on economy and resulted in a 0.8 percent downturn in 

China’s GDP 490 . Similarly, the 2012 White Paper on Energy Security recognized price 

fluctuations in the international as a major challenge to domestic energy security491. 

This nexus between economic development and energy security however has not been static 

and it has been evolving based on structural parameters and domestic issues. Until recently, 

accessibility to energy resources as a prerequisite for economic development was of utmost 

priority as opposed to other issues including affordability of energy. According to Leung (2011), 

this is because the idea of reasonable prices is an “elusive goals and is judged by subjective 

criteria”492. In the case of China, the industry and export-led economic growth of in tandem 

with the rapid urbanization of the country had to be sustained with massive imports of energy. 

At the same time the vast foreign exchange reserves of China could support the preference of 

“availability of energy” over “affordability of energy”. 

Following a period of relative stability on energy supplies and some energy surpluses, in 2003 

and 2004, 24 out of 31 provinces in China experienced severe power shortages which 

triggered shortages in oil which was used to compensate coal shortages and oil demand spiked 

to 850,000 bpd493. The shortages brought back the memories of severe shortages that occurred 

in the first years of reforms in the early 1980s yet the problem was that China had to rely on 
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oil imports which further exacerbated China’s energy security concerns494. Therefore, fears 

that energy shortages might undermine economic development and stability in the country 

mushroomed495. In 2003 China introduced a new energy security concept, which was stressing  

on the importance of economic development, equal access to energy resources, and 

international cooperation without undermining energy sovereignty. This concept has been 

based on the  China’s scientific development principle, which seeks to promote a more 

sustainable and comprehensive economic development for Chinese people. In lie with this 

principle, Hu Jintao stated in the 2006 G8 Summit that energy security is critical to peace, 

stability, and economic development calling for more international coordination. He identified 

three aspects that stand out in China’s energy security concept: 1. Energy security 

cooperation496 2. Research and development 3. Political stability that fosters energy security 

cooperation. This was an important moment for Chinese leadership in its attempt to 

desecuritize energy and confirm the narrative of “China’s peaceful rise” as Hu Jintao stated 

that “energy issues should not be politicized, still less should countries wilfully resort to force 

in tackling energy issues" 497 . While China was pursuing a very aggressive energy 

diplomacy which had sparked concerns on the impact to world stability, this more scientific, 

market-based, and comprehensive approach of energy security can be largely attributed not 

only to Beijing’s concerns on the environmental and economic dimension of energy but also 

on Beijing’s attempt to ensure international community about China’s peaceful rise. 

                                                           
494 Yi-Chong Xu, “China’s energy security,” Australian Journal of International Affairs 60 no. 2 (June 
2006): 265-271. 
495 Kenneth Lieberthal and Mikkal Herberg, “China’s Search for Energy Security: Implications for U.S. 
Policy,” NBR Analysis 17 no. 1 (April 2006): 11-17. 
496 Huirong Zhao and Hongwi Wu, “China’s Energy Foreign Policy Towards the Caspian Region,” in 
Secure Oil and Alternative Energy The Geopolitics of Energy Paths of China and the European Union, ed. 
Amineh M. Parvizi and Guang Yang (Leiden, 2012), 172-175. 
497 Xinhuanet, “President Hu urges efforts to ensure global energy security,” Xinhuanet, July 17, 2006, 
accessed March 22, 2017, http://news.xinhuanet.com/english/2006-07/17/content_4845287.htm. 

http://news.xinhuanet.com/english/2006-07/17/content_4845287.htm


305  

During the last three to four years however, China has embraced a more comprehensive 

approach on energy security; while not denying the importance of oil security, attention is paid 

to energy networks’ safety, environmental energy security and the economic dimension of 

energy security. This has introduced a modern conceptualization of energy security, which 

centers its attention on the concept of energy governance498 499. For example, the 2016 PRC 

Cybersecurity Law labels  among others  energy infrastructure projects  as  “critical  information 

infrastructure” emphasizing the necessity to protect them from cybersecurity threats500. This is 

in line with a number of Chinese scholars who underscored the rising importance of market-

based approaches and the diminishing yet still dominant role of geostrategic perspectives in 

China’s conceptualization of energy security501502. 

Without doubt however, Beijing considers sustainability of the overall energy system as   the 

biggest challenge for its energy security. Securing enough fossil fuels and minimizing oil 

dependence is not how Beijing understands energy security anymore or at least they are not 

areas of primary concern. Instead, spurred by environmental degradation and mainly 

skyrocketing air pollution indexes, Beijing has recently shifted its attention to the sustainability 

of its energy system. Having established close energy relations in Middle East, Latin America 

and Africa, China now has all the oil and gas it needs and perhaps it can access even more fossil 
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fuels than it can afford from an environmental perspective. This in tandem with the low energy 

prices have resulted in China being less worried about access to energy resources. During the 

2016 Global Forum on Energy Security the issue of availability of energy resources was 

marginally discussed, whereas in the 2016 Oil and Gas Conference in Turkmenistan, the 

Chinese presence was very discreet that can be deemed as a sign of confidence. On the contrary, 

Beijing has been expressing increasingly more attention to the sustainability dimension of 

energy security taking a less statist and a more human-oriented and market-based approach 

towards energy security. At this point it needs to be stressed that China’s changing perception of 

energy security does not mean that Beijing ignores the importance of availability of energy 

resources. Instead, Beijing  still considers it as a necessary precondition for China’s economic 

growth and development yet it adopts a more relaxed standpoint as access to energy resources is 

not a pressing one anymore. 

According to Guo Jiaofeng from People’s State Council, the turning point of China’s 

understanding of energy security was 2014 when President Xi Jinping called for an energy 

revolution and when the CPC Central Committee talked about information security and network 

security503. The concept of energy revolution is a very impressive yet vague term and this should 

come as no surprise because such “blanket terms”    can serve as useful political and policy 

tools. This shift however is again underpinned by the interest of the Chinese leadership to adapt 

to domestic  energy  security  challenges  which  can  hamper  social  and  political  stability  and 

in Particular the growing problem of environmental degradation as well as the slowing economic 

activity which makes the need to import energy less pressing. Guo Jiaofeng et al. (2016), from 

China’s Development Research Center of the State Council (DRC) stressed that the structures of 
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energy supply and consumption have undergone fundamental changes with the introduction of 

new technologies, the usage of green energy, and the re-definition of China’s economic and 

development policy504. The limited interest of China appears less suspicious towards energy 

market. While the state still maintains the leading role in the framing of energy security, the 

Chinese distrust of international energy markets is more limited. 

As Beijing becomes less interested in the traditional notion of security of energy supply it 

understands the necessity to work with the international markets and to embrace globalization. 

In fact, Beijing has realized that the model of economic development that stressed for the 

necessity of security of energy supply at any cost has become dangerous for the economic 

prosperity and sustainability of the country and for the political stability too505. Impressively, the 

5
th Plenary Session of the 18

th CPC Central Committee recognized that “[the] CPC has made its 

mistakes. The start of the reform and opening up drive in 1978 marked the pivot from class 

struggle to economic development, which helped elevate China to the second largest economy in 

2011. But the pursuit of growth at all costs, featured by high-investment, high-waste growth, low  

labour costs and extensive pollution, is no longer sustainable as China enters a “new normal” 

state”506. Hence, CPC  recognized  the necessity for a new  development  path,  which  would  

be based  on concepts such as innovation, green development, and coordination. Putting forward 

the 13th Five- Year Plan it became apparent that for China the economic dimension of energy 

security has moved from the unconditional security of energy supply in order to ensure 
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economic development to the notions of economic and environmental sustainability507. 

6.3  The Geopolitical Dimension of China’s Energy Security and the Malacca Strait 
Dilemma 

 
While China’s economic growth has been detrimental to China’s perception on energy 

security, geopolitics and the security dimension of China’s energy security remains a very 

important narrative among the Chinese leadership, if not the dominant. China’s growing 

dependence on energy imports have given birth to concerns about the security implications vis-

a- vis changing global political and security relations. The US-China relations, instability in 

Middle East and the so-called “Malacca Dilemma” largely determine how China understands 

energy security. 

Energy security has not been always a major topic in China’s security and defense 

calculations. Hence, the 1998 and 2000, National Defense White Papers merely referred to the 

issue of disputes due to natural resources without providing a specific narrative about the role of 

energy in China’s security and defence508 509. Interestingly, in 2002 China’s Ministry of Foreign 

Affairs published a paper on China’s new security concept, which underscored the necessity to 

tackle non-traditional security threats such as terrorism and transnational crime without 
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including energy security 510 . Starting from 2004 however, energy security became part of 

China’s security and defence calculations with the 2004 and the 2006 National Defence White 

paper stressing the mounting gravity of non-traditional security issues, including energy security, 

highlighting the need for cooperation on energy security and the determination of the state to 

protect the national political and economic interests where energy is an integral part511512. Even 

more recently, the 2015 China’s Military Strategy linked energy security with defence issues 

stressing that “with the growth of China's national interests, its national security is more 

vulnerable to international and regional turmoil…and the security of overseas interests 

concerning energy and resources, strategic sea lines of communication (SLOCs), has become an 

imminent issue”513. All in all, one can observe no great variation on how China frames energy 

security as a national defence issue. 

To begin with, when examining China’s understanding of its energy security and the issue of 

its rising energy imports, one needs to keep in mind that China has been traditionally attaching  

the utmost importance to self-reliance and the minimization of encroachment of foreign actors, 

in order to ensure energy security and in particular security of energy supply. The foundation of 

Beijing’s geopolitical understanding of energy security is the combination of China’s 

dependence of energy imports and the fact that China has been seeking energy security in 

a volatile and largely US-led global environment. In particular, throughout the examined period 
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China has experienced an increasing dependence on oil imports from Middle East which amount 

to approximately 40% of its total oil imports. 

Table 6.4: China's Oil Dependence from Middle East 

 

Source: BP Statistical Review of World Energy 2003-2015) 

China has been uneasy for this dependence due to the instability in the region as well as the 

strong US military presence. Instability in the resource rich countries of Middle East has been 

considered as a potential energy security threat by Beijing and the respective risks heightened 

after the September 11th  terrorist attack and the US-led coalition war in Iraq. The problem for 

the Chinese was multifaceted, as they deemed the war and the terrorist attack as a threat to the 

reliability of oil resources in the region and apparently as a source of oil price spikes but at the 

same time they believed that Washington’s motivation behind the war in    Iraq was to control 

oil resources in Middle East. According to Zhu Xingshan, deputy director of the Economic 

Center of Energy at the NDRC, in the aftermath of the September 11th, a new oil crisis might 

erupt either due to a new Arab countries alliance that would use oil as a political weapon or 
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because of new terrorist attack against the US and energy infrastructure and transportation 

routes. Under both scenarios, Zhu argued, China was bound to face tremendous pressure514. 

Against this   backdrop, Beijing’s political and security foothold in the region has been limited 

as compared to the US and other European countries. Therefore, Beijing had limited room for 

manoeuvring in the  region and hence it was reluctant of openly challenging the US role in the 

region although it has been gaining an increasingly salient role in Middle East515. 

As a result, the Chinese concerns about security of energy supply where standing between 

instability in the Middle East and the US unilateralism in the region. Against this backdrop, 

Beijing has been facing a strategic dilemma regarding its quest for oil and gas in the region as 

close energy ties with certain countries in the region such as Iran could provoke Washington 

while approaching traditional US allies such as Saudi Arabia might bring the same result. 

Consequently, Beijing has found itself in a very delicate position facing the daunting task of 

balancing energy security with bilateral relations as well as of calculating trade-offs between 

energy security and other economic, political and security issues. For example, in 2003 and 

2004 the US through its Embassy in Beijing exerted pressure to China’s CNPC and Sinopec to 

retract its bid for the exploration of 16 new Iranian oil fields with a senior official at Sinopec 

stating that, "Sinopec pays no attention to the US request" and "will do its utmost to carry on 

its bidding for the exploitation project in Iranian oilfield" 516. What is more, according to 

Chinese sources, a research report published by the Pentagon came to the conclusion that close 

ties between China and Saudi Arabia got close by "it would affect the national security of the 
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United States"517. 

This has led to an additional issue of geopolitical concern vis-a-vis China’s energy security 

which is the relations with the US. For many years China has been gravely concerned on a 

possible US-led containment strategy of the West. In fact, China’s rising energy demands and 

the Chinese assertive energy diplomacy had alarmed policymakers and analysts in the US who 

were concerned that China’s energy expansionism might distort energy markets and disrupt the 

existing energy supply and also that their foreign policy goals might be undermined as a result of 

China’s support for authoritarian regimes in resource rich areas. For example a 2006 article at 

The Washington Post under the title “As China, U.S. Vie for More Oil, Diplomatic Friction May 

Follow,” underscored the possibilities for US-China frictions over security of energy supply. In 

parallel, the 2006 National Security Strategy published by the White House acknowledged 

Beijing’s commitment to peaceful development, yet it suggested that the Chinese leadership 

“must realize, however, that they cannot stay on this peaceful path while holding on to old ways 

of thinking and acting that exacerbate concerns throughout the region and the world.”518 . 

According to David Zweig et al. (2016), in a 2002 meeting with the Chinese leadership, 

members of the Chinese Institute of International Studies underscored an unfavourable shift for 

China’s energy security as according to their calculations the US could undermine China’s quest 

for energy resources. Two years later, the Chinese Deputy of Staff General Xiong Guangkai 

argued that “the contest for energy sources and security supply channels among major powers 

and powerful nations has become fiercer” so the country’s energy security situation “needs to be 
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seriously taken into account and dealt with strategically”. To make things worse, being a 

latecomer in the global energy markets, China has been facing fierce competition and 

unfavourable market condition as the Chinese NOCs have to compete with US multinational 

energy companies in all countries where the seek access to energy resources. This competition 

has  resulted  in  multiple  triangular  relationships  between  China,  the  US  and  resource   rich 

countries such as Australia and Canada519. 

For China, securitization of energy became more intense in 2005, when CNOOC failed to 

acquire California-based energy company Unocal because the acquisition was blocked by the 

US congress on the grounds that it would undermine national security. The same problem 

occurred  in 2012 and early 2013 when CNOOC was prevented from acquiring Calgary-based 

Nexen and as a result, the Chinese leadership felt convinced about the rising Sinophobia in the 

West and the validity of the existence of a US containment strategy520. The Chinese calculations 

were further reaffirmed by the Obama strategic pivot to Asia. According to Erickson and 

Goldstein (2009), while a survey of China’s official naval journal, Modern Navy (Dangdai  

haijun 当代海军), from 2003 to 2006, revealed relatively few articles examining maritime oil 

security issues these articles cited China’s perceived naval weakness as a root cause of the 

country’s oil insecurity. The importance attached to energy security and its geopolitical 

dimension for China’s calculations was explicit in the statement of Nanjing Army Command 

College political commissar, Major General Tian Bingren. “With the deepening of 

economic globalization and increasingly frequent flow of . . . energy sources, an outside local 
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war or conflict will influence the development and construction of a country”521. 

China’s energy security geopolitical concerns focus on the role of the US and a potential 

strategy to undermine the Chinese energy security. A major issue of concern is the freedom of 

SLOCs, as China needs safe sea transportation routes for the secure transportation of oil and 

LNG. Therefore, it should come as no surprise that Beijing attached enormous importance to 

security of energy transportation. For example, in a 2015 China-ASEAN summit, Yao Yunzhu, 

director of the Center for China-America Defence Relations at the PLA's Academy of Military 

Science, stressed that "China is one of the largest interested parties when it comes to maritime 

route security" adding that "China’s developing trade, energy supplies and its long-term 

economic growth they all depend upon the security of international maritime routes...Perfect 

conditions on the sea lanes best serves the Chinese interests”522. 

During the last 20 years, Southeast Asia and Middle East at the beginning and later Africa 

and Middle East accounted for approximately 80% of Chinese oil imports. In 2011 almost half 

of Chinese oil imports crossed the Strait of Hormuz and more than 80 percent the Strait of 

Malacca. Consequently, the vast majority of oil imports were being transported through sea and 

in particular they had to cross the chokepoints of the Malacca Strait and to a lesser extent the  

Strait of Hurmuz. This makes China’s oil imports particularly vulnerable to maritime security 

threats523. 
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Figure 6.2:China’s Oil Transportation Routes in 2011 

 

Located between the east coast of the Indonesian Sumatra Island, in Indonesia, the west 

coast of Peninsula Malaysia and linked with the Strait of Singapore, the Strait of Malacca is one 

of the most important bottlenecks of world trade and constitutes major strategic point, which is 

crucial to global maritime power. With a length of 800 kilometres, 23 meters depth, and 1.5 

miles width at its narrowest point, this waterway provides the major corridor between Indian 

Ocean and the South China Sea and in mid-2000s it carried 80 percent of oil trade bound to 

North East Asia and 25 percent of world trade and therefore it is considered of strategic 

importance for Asian   countries such as China, Japan, and South Korea524. 

For a big number of Chinese key players within the energy policymaking field the US- 

controlled Malacca Strait is China’s energy security Achilles’ heel. This concern stems from 

speculation that in the event of a Sino-American military stand-off the US navy might potentially 

block Chinese energy shipments at this particular waterway. These calculations should be framed 
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within the overall Chinese concerns about the role of the US in the Asia Pacific, the American 

involvement in hot regional issues such as the Sino-Japanese relations, the Cross-Strait relations 

and the South China Sea dispute. Having established a strong naval presence in the region, the 

US has been a major issue in China’s energy securitization for many years. The 2000 National 

Defence White paper accused ““certain big powers” for “neo-interventionism,” “neo-gun-boat 

policy”   and  “neo-economic  colonialism”   which  are   seriously  damaging   the  sovereignty, 

independence and developmental interests of many countries”525. 

For China the dominant position of the US navy in the Indian Ocean has been a security 

issue for many years. In a 2004 article at the PLA Daily which is the official newspaper of the 

PLA, the security expert Lu Guoxue argued that since the beginning of the 1980s the US 

military forces actively implement the “two-ocean strategy” in order to master the worlds 16 

maritime routes and among others establish a foothold in the Malacca Strait526. In 1993 the US 

Navy  forced the Chinese vessel Yinhe (银河 , "Milky Way") to stop for three weeks in 

international waters in the Indian Ocean as it was allegedly transporting chemical weapon 

materials to Iran. The US inspection that was based on CIA intelligence did not bear fruits yet it 

was a serious incident in the US-China relations which in Beijing’s eyes had provided an early 

confirmation about China’s interventionism and its strategy to contain China. 

  For China, the problem is that despite the massive military modernization program and the 

PLA Navy build-up it cannot compete with the US navy and hence successfully protect   

China’s energy security interests in the event of a Sino-American military stand-off. According 
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to an analysis of Ling Yun at the journal Modern Ships, “for the foreseeable future, the U.S., 

Japan, and India are the three countries that have the capability to cut China’s oil supply lines. 

However, cutting China’s oil supply lines essentially means starting a war with China. . . . Only 

the U.S. has the power and the nerve to blockade China’s oil transport routes”527. Therefore, 

the Chinese concerns focus on the inability to match the US military capabilities in the Indian 

Ocean as well as to predict the US intentions and strategic decisions. 

In 2003, referring to the so-called “Malacca dilemma” (Maliujia kunju-马六甲困局) Hu 

Jintao stated that “certain powers all along encroached on and tried to control the navigation 

through the Straits”. Similarly, in 2004 China Youth Daily stated that “whoever controls the 

Strait of Malacca will also have a stranglehold on the energy route of China”. Similarly,  

Chinese scholars and senior policymakers have underscored the strategic importance of the 

Malacca Strait. In this context, Downs (2004) described a widespread fear among analysts in 

research institutes such as CICIR and central bureaucracy such as the State Development 

Planning Commission (SDPC) that the US has been applying an “energy containment” strategy 

against  China  trying  to  impede  with  China’s  energy  security  strategy  its  access  to  

energy abundant countries528. For example, the CICIR scholar Zhang Yuncheng stressed that, 

‘‘Whoever controls the Strait of Malacca and the Indian Ocean could block China’s oil 

transport route,’’ while the then Rear Adm. Yang Yi is director of the Institute for Strategic 

Studies at the PLA University of National Defence, discussing about the Malacca Strait, claimed 

that ‘‘if we do not have any conflicts of interest with the US, we can go along for the ride. As 
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2009): 59. 
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soon as a conflict occurs, however, it will be disastrous’’529. In the same context, a 2008 US 

military report quoted a Chinese naval strategist arguing that the Malacca Strait is “akin to 

breathing itself…..to life itself”530. 

Without doubt the list of Chinese officials securitizing energy on the grounds of the Malacca 

Strait dilemma is impressively long. What stands out in this process is that this securitization 

process has been largely materialized by senior military officers and security analysts. This 

observation should be expected as securitization of energy falls within the hawkish 

understanding of how military personnel approach international relations while it also promotes 

their agenda on issues such as strategy design and implementation, budget allocation. On the 

other hand, there have been a growing number of officials, politicians and policymakers who 

either question the relevance of the so-called “Malacca Strait Dilemma” or they downplay it or 

they focus on other issues. To begin with, a possible blockade initiated by the US navy is not the 

threat to China’s energy shipments. In particular, ships transporting energy to China face the 

security challenges posed by terrorist attacks, piracy, and environmental risks as a single  

accident in the Malacca Strait can standstill vessels for a crucial amount of time or force to 

redirect their course an option with significant costs. Especially in the early 2000s the number of 

pirates’ attacks peaked posing a significant challenge to commercial maritime activity. The 

problem after 2004 was mitigated to a large extent yet the attempt of the US to foster its naval 

presence in the region through the proposed Regional Maritime Security Initiative sparked 

concerns among littoral states in the region and it was also highlighted by China as one more 
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US attempt to control the Malacca Strait531 532. On the other hand, Beijing understood that 

ensuring safety in the SLOCs extending from the Persian Gulf to the Malacca Strait was a 

daunting task and the US was the only capable force to meet this challenge. 

Table 6.5: Piracy in Southeast Asia 1995-2014 
 

 
(Source: Deutsche Welle, https://goo.gl/h5LyXp) 

 
Against this backdrop, while Beijing was particularly worried about the role of the US Navy 

in the Indian Ocean and in particular in the Malacca Strait, its presence was also serving as a 

guarantee to the freedom of SLOCs as China was unable to tackle alone such challenges. Hence, 

from one hand the US was a potential security threat while on the other hand it served as a 

provider of energy security putting Beijing in the role of a “free-rider”. Interestingly, there is an 

increasing number of scholars and policymakers such as Zhao Hongtu from CICIR who  believe 

that  the  “Malacca  Strait  Dilemma”  is  a  rather  far-fetched  concept  while  the  real  threat 
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for China’s energy transportation is piracy, terrorism, and transportation accidents533. 

Those who cast doubt to the “Malacca Dilemma” security narrative claim that there are no 

signs that the US intends to block Chinese energy shipments. In fact, if Washington sought to 

undermine the Chinese energy security it would not tolerate Beijing seeking for energy in the 

US backyard, namely Canada. What is more, the conception of such a scenario suffers an 

important technical fallacy: In the event of such a blockade, the US naval forces would be 

unable to distinguish which energy shipments are bound to China and which ships carry energy 

that will be delivered to US allies such as Japan and Korea534.  Interestingly,  the  specific  issue  

has     become increasingly irrelevant during the last few years. In the 2016 Global Forum on 

Energy Security, organized by a number of institutions including the Chinese Academy of Social 

Sciences and the China Energy Fund Committee the issue of maritime security in the Malacca 

Strait was not utterly unmentioned. In parallel, in a number of interviews, which took place in 

early July 2016, the majority of policymakers and scholars downplayed the specific issue and 

they characterized it as obsolete535 536 537 538 . 

What is particularly interesting is that, compared to ten years ago, only a very limited 

number of interviewees recognized the  geopolitical challenges posed by the  Malacca Strait to 

                                                           
533 Hongtu Zhao, “Maliujia kun ju yu zhongguo nengyuan anquan zai sikao,” [Reflections on the Malacca 
issues and Chinese energy security], Gendai Guoji Guanxi [Modern International Relations] 6 (2007), 
36-42. 
534 Andrew B. Kennedy, “China’s New Energy – Security Debate,” Survival 52 no. 3 (2010): 142-143.  
535 Han Wenke, (Director-General of the Energy Research Institute of the National Development and 
Reform Commission People’s Republic of China) interviewed by the author, Beijing, July 6, 2016. 
536 Xu Liu, (Executive Director of the Center for International Energy and Environment Strategy Studies, 
Renmin University of China) interviewed by the author, Beijing June 29, 2016. 
537 Leihong  Sun,  (Director,  Research  Management  and  International  Collaboration  Division  Energy 
Research Institute of the Energy Research Institute of the National Development and Reform Commission 
People’s Republic of China) interviewed by the author, Beijing, July 6, 2016. 
538  Jiaofeng Guo, (Research fellow and Director-General Assistant, Institute of Resources and 
Environmental Policy, Development Research Center of the State Council of the People’s Republic of 
China) interviewed by the author, Beijing, July 3, 2016. 
 



321  

China’s energy security although there has not been a major change in the structural 

characteristics which define the narrative of “Malacca Strait dilemma”. In other words, one 

should ask why the majority of numerous policymakers and researchers argue that the specific 

issue is obsolete as  the US is neither interested nor capable of intercepting vessels transporting 

energy shipments to China. Contrary to what most scholars suggest, based on an interview with 

a shipping transportation and communication specialist, the US has the technical capability to 

identify the exact ships carrying energy, which are bound to China539. In fact the US has today 

the similar technical capabilities if not more sophisticated while there has not been an explicit 

change in the US predisposition towards Beijing, which denotes a swift in its Malacca Strait 

strategy. Hence, the real issue boils down to the question why Beijing has stopped worrying and 

securitizing the Malacca Strait? After discussing this issue with a number of energy security 

specialists and putting it within the overall frame of China’s energy security conceptualization 

and energy security goals’ prioritization, we can conclude that the reason behind the change in 

the standpoint of the majority of the participants in the formation of the energy security 

conceptualization is the fact that Beijing wants to promote the image of a responsible player in 

the global energy security landscape. In this context, China has been introducing itself as a more 

confident and relaxed energy security actor, which trusts energy markets and institutions and 

seeks cooperation for the promotion of energy security. 

Furthermore, Chinese energy policymakers have become increasingly sophisticated and they 

understand better the process of energy policymaking. Without underestimating the importance 

of geopolitics adopting a technical, market-based approach on energy security requires good 

knowledge of energy economics, energy technology, and transportation. Hence, the more well 
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educated and familiar they become the less will be attracted by abstract notions of geopolitical 

“great games”. Furthermore, as the role of the more hawkish PLA in the energy policymaking 

process diminishes while SOE’s and the Chinese bureaucracy gains more international exposure, 

China has gained more confidence and as a result it has limited the securitization of energy. 

Besides, one should not forget that security of energy supply is not a priority anymore for  

Beijing as opposed to environmental security and economic sustainability. Hence, it should 

come as no surprise that Beijing is downplaying the importance of the Malacca Dilemma in its 

energy security conceptualization although there is still a number of scholars and 

policymakers who admit its existence540541. 

To sum up, for many years, China has been largely conceptualizing energy security from a 

geopolitical perspective. Dependence on Middle East and the Sino-US relations has been 

detrimental in Beijing’s understanding of security challenges in the country’s energy security. 

Irrespective of whether the “Malacca Strait dilemma” is far-fetched, real, or obsolete, what 

matters is that for many years it has been a major point of reference and the root of the 

securitization of China’s energy supply. This was in line with China’s perception about the US 

containment strategy which is largely promoted to Beijing’s domestic audience and allows the 

Chinese leadership to set the tone of the domestic and foreign policymaking process. 

Nowadays however, the priorities for the Chinese people have changes and hence, Beijing 

has redefined its priorities and consequently its energy security narrative. Chinese people are 

less worried about the US alleged attempts to undermine China’s development; the narrative of 

the century  of  humiliation  is  less  relevant  while  the  need  to  address  the  environmental  
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and sustainability issues of energy security have become more pressing than ever. Hence, it 

should come as no surprise that the geopolitical dimension of energy security has become less 

dominant in Chinese thinking these days although it is far from being deemed as irrelevant. 

 

6.4. Different Approaches on Energy Security 
 

Contrary to what is widely believed, the formulation of the Chinese energy security 

perception is not a monolithic one-way process but rather an amalgamation of interests, 

strategies, and values held by diverse groups of stakeholders. Strategic approaches remain the 

dominant trend in the energy policymaking process though market-based principles have been 

gaining increasing attention and inevitably they have their own share in the Chinese energy 

security strategy. 

In tandem with discussions and concerns on Chinese energy security policy that have 

been taking place abroad, a parallel debate takes place within China with respect to the basic 

principles of the nation’s energy security policy. The list of participants in this list is rather 

long and it includes political leadership, bureaucrats from various bodies such as the State 

Council, the NDRC, PLA elites, research institutes and NOCs who participate in a power game 

trying to promote their views and to expand their sphere of influence in the Chinese energy 

policymaking. A significant number of the participants in China’s energy policymaking have 

been gradually distancing themselves from mercantilist and aggressive resource diplomacy, 

calling for a more liberal and market-based standpoint. Andrew Kennedy (2010) describes 

objections that have been raised with regard to major energy security choices criticizing them 

for underperformance as well as for leading to higher risks. A number of Chinese analysts 

argue that Beijing should be less concerned  about external energy dependence and  more for 
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deficiencies and underperformance of the Chinese energy market. They claim that China’s 

quest for equity stakes is not sustainable while the cast doubt whether pipelines can serve as a 

more security means of transporting oil and gas. What is more, they challenge the PLA build-

up and the plans to match up the US military supremacy. According to Chu Shulong from 

Qinghua University, one of China’s preeminent experts on US–China relations, such a plan is 

unnecessary, unrealistic, and provocative542. Similarly, Zhao and Cheng identify two different 

trends in China, with the dominant trend being represented by traditional approaches which 

support measures through military and diplomatic power, energy monopoly and control of 

production and exports. The authors however argue that this strategy cannot meet the current 

energy demand and this has paved the way for alternative approaches that promote China’s 

involvement in energy security cooperation 543 . The same dilemma is also analysed by 

Wensheng Cao and Christoph Bluth who argue that the strategic perspective remains the 

dominant power, despite increasing attempts of Chinese political elite to adopt constructivist 

and liberal values in the approaches that promote cooperation544. 

Without doubt, the Chinese political and bureaucratic leadership are the two most 

important and influential poles in the formation of China’s perception on energy security. The 

various political and bureaucratic organs with the most important being the State Council, the 

National Development and  Reform  Commission  of  the  People's  Republic  of  China 

(NDRC),  formerly State Planning Commission and State Development Planning Commission, 

the National Energy Administration (NEA) of China, Ministries with the role in the national    
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energy policy such as the Ministry of Foreign Affairs and the Ministry of Environmental 

Protection of the People's Republic of China. The above-mentioned agencies in tandem with 

their subordinate offices such as the Energy Research Institute (ERI) of the NDRC have as 

their first priority to ensure China’s energy security in order to ensure economic development, 

political and economic stability and consequently the survival of the CPC. Consequently, these 

institutions understand energy security based on their understanding of structural 

characteristics of China’s energy security and how their nexus with other domestic issues. 

Judging from the analysis of White Papers, policy documents, the 5-Year Plans that cover the 

period of research it becomes apparent that there have not been major changes in how energy 

security is conceptualized. Despite the existence of various geopolitical challenges, the 

narrative in China’s official documents does not vary at least to a large extent as they pay 

equal attention to economic development, environmental sustainability and security of energy 

supply. 

This however, does not mean that the Chinese leadership has not been adjusting its 

understanding on challenges and opportunities for China’s energy security. Hence, when 

China’s economy was relying exclusively on domestic energy production, they coined energy 

security around the necessity to boost energy production and the impact of energy extraction to 

China’s environment. Then in mid-2000s, along with the country’s rising energy demand and 

the subsequent growing dependence on oil imports, they became increasingly concerned on 

geopolitical issues such as the Malacca Strait dilemma. It was the time when the Chinese  

political leaders made securitized energy with statements such as when Hu Jintao referred to 

the Malacca Strait and security of China’s energy transportation. The adopted narrative 

however remained very balanced even during that period. During the last 3-4 years, attention 
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on the economic  and  sustainability issues  led  the  Chinese  authorities  and  political  elites  

to further differentiate from geopolitics and embrace liberal market-based approaches such as 

the importance of cooperation and institutions, addressing environmental challenges etc. 

So what are the reasons for this not so explicit differentiation of how China’s government  

and the public policy sector understand energy security? The first and perhaps most obvious 

reason is the fact that they are driven by their interest to promote China’s energy security in 

order to ensure economic development and social and political stability. In this context, it 

should come as no surprise that the rising oil dependence and the geopolitical implications 

stemming from China’s energy needs and the US presence in the Indian Ocean determined for 

many years their understanding of energy security. Therefore, it makes absolute sense that the 

approval of the market-based approaches within the Chinese energy policymaking mechanism 

has been rising when China had secured all the necessary oil and gas for its economy and 

energy prices had sharply dropped. 

Apart from the response of politicians and policymakers to structural shifts, another reason 

which determines their shift towards market-based approaches is the fact that Chinese energy 

policymakers have become more knowledgeable and sophisticated on energy policymaking. 

As China has been intensifying its interaction with the global community, its energy 

policymakers have developed a more sophisticated and technical understanding of energy 

security, which  allows them to stand more critical to vague and questionable theories of 

geopolitical “grand games” in the energy security fields. Towards this end, the interaction of 

Chinese government and research agencies with foreign governments, research institutions, 

and energy consulting companies has intensified and it has helped the promotion of market-
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based approaches on energy security545. In the same vein, following the initiation of a “going 

out” strategy at the turn of the century, Chinese energy policymakers have accumulated 

significant experience which has led them to move from geopolitical to market-based 

approaches on energy security. In other words, deeper understanding of issues such as energy 

trade and transportation, and energy economics  have helped them to cast more doubt on the 

feasibility of issues such as the “Malacca Strait Dilemma”546547. 

On the other hand, this does not mean that there is no room for geopolitics in China’s  

energy security or that there are no politicians of policymakers who do not subscribe to the 

geopolitical approach on energy security. Geopolitics still entail a number of challenges for 

China’s energy security such as instability in Middle East, terrorism in the Indian Ocean, piracy 

in the Malacca Strait, and cross-Strait relations548. Therefore, a big number of researchers, 

policymakers and politicians still give priority to such issues in China’s energy security 

calculations, even if this is implicit although almost no politician or policymaker explicitly 

recognizes the nexus  between energy security and geopolitics. These officials and researchers, 

without overlooking the importance of economic and environmental sustainability, yet they 

stress the importance of energy supply and transportation diversification.  

This however, does not mean that China’s approach on energy security is completely 

identical to the approach of China’s political and bureaucratic elites. Apart from politicians and 
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policymakers there are additional actors in the formation of China’s energy security 

perceptions. For one thing, there are at least three more categories of important players in 

this process. The first category includes the PLA who has been particularly interested in the 

geopolitical dimension of energy security. Without doubt, when General Douglas MacArthur 

claimed in 1951 that the US control the shores of Asia, the PLA Navy leadership took a note of 

this bold statement and made sure never to forget it549. The interests and orientation of China’s 

military forces has been a highly debated and researched topic, with scholars and policymakers 

questioning whether PLA has been a peaceful and defensive force or instead expansionist and 

bellicose. In fact, we should consider the military culture of the PLA as a combination of 

Confucianism and Realpolitik which incorporates principles of non-expansionism and self-

defence with realist calculations and the concept of active defence as it was introduced in Mao’s 

and Deng’s thinking and was put forward by Defence Minister Peng Dehuai (1954-1959)5
550

. 

The latter has been a multidimensional  concept,  which  includes  the  prevention  and  

breaking  an  enemy naval blockade551.  

The role of PLA became more closely linked to China’s energy security after China started 

being concerned on the security of its energy supply the “new security concept” was 

introduced, and when in 2004 Hu Jintao introduced the “New Historic Missions” for China’s 

armed forces as part of his guidance of “scientific development”552. In this context, the PLA is 
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responsible for safeguarding China’s economic interests and sea lines of communicating and 

therefore   ensuring the country’s energy security553. Therefore, starting from 2006 energy 

security has been explicitly mentioned in China’s National Defence White Papers, as it has 

been part of the PLA mandate. 

     As a result, given the professional and academic background as well as the overall role of 

the PLA which takes a particular interest in security and defence issues, it should come as no 

surprise that the PLA has been particularly sensitive with the geopolitical dimension of energy 

security and more particular with the role of Middle East and the Malacca Strait. In this context, 

Chinese strategist, assessing China’s energy security, stressed the vulnerability of China in the 

event of an oil blockade as a result of limited strategic petroleum reserves, which in 2008 would 

last for 30 days as opposed to the 161-day reserves of Japan554. In parallel, China’s military 

leadership has introduced a framework according to which the US has been misjudging China 

because it has wrongly labelled its “peaceful rise” as a threat to security555. In the same vein, 

General Zhu Wenquan, former commander of the Nanjing Military Area Command of the PLA, 

when he presented his latest book "On Island War" he called for the consolidation of China’s 

armed forces in the Malacca strait556. Finally, an additional reason for the PLA to stress the 

geopolitical dimension of energy security and the need to address issues such as the “Malacca 

Strait Dilemma” is that keeping such topics high on the agenda keeps the PLA relevant, it offers 
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an important seat in the table of China’s policymaking and it helps military forces to secure more 

resources and higher budget. 

On the other hand, while Chinese military elites have been the most vocal supporters of the 

geopolitical dimension of China’s energy security, they avoid to openly challenging the US 

and they also express their willingness to ensure Washington about China’s peaceful rise as 

well as the possibilities of Sino-US cooperation. According to Zhang Junshe, researcher at the 

PLA Naval Military Academic Research Institute, the Sino-US military ties have made 

substantial progress with bilateral exchanges which have resulted in a consensus that the need 

of building mutual trust in military affairs is of the most urgent significance among all sectors 

of the bilateral confidence-building dialogue557. Hence, Zhou Bo, honorary fellow with the 

Center of China-American Defence Relations, affiliated to the Academy of Military Science 

stressed that  although the two countries hold different positions on topics such as the Malacca 

Strait and Indian Ocean governance, there is ample space and willingness for cooperation558. 

The logic behind this hedging approach entails a number of structural and domestic politics 

reasons. For one thing the PLA elites in tandem with the political leadership of the country 

recognize the US naval supremacy, hence they do not want to openly challenge Washington 

and risk a military stand-off. Secondly, China understands the fact that despite geopolitical 

concerns about the US aspirations in the Indian Ocean and East Asia, the US navy is in parallel 

a guarantor of China’s energy security as it protects the freedom of SLOCs against piracy and 

terrorism. Being unable to project naval power across the Indian Ocean and reach the Persian 
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Gulf, China understands that it has no choice but to engage in an approach that will include 

balancing as well as free riding. 

An additional reason, which is closely related to domestic issues, is the fact that as in 

China’s energy policymaking mechanism, the qualitative characteristics of the PLA Navy 

leadership  have been changing. Following the first two generations of the PLA leaders, the 

newest generation of PLA Navy leadership, whose mentality was defined during the late 1980s 

and early 1990s, a period of military modernization, emerged and they have a more 

sophisticated background. Their training has been of higher level and their doctrine focuses on 

offshore defence and far-seas protection. In this context, it should come as no surprise the 

increasingly limited securitization of energy by the PLA. All in all, despite the interest of 

China’s military forces to shape the national conceptualization of energy security the role of 

the army has been diminishing. 

An additional actor, which has been playing an increasingly important role in  shaping 

China’s perception of energy security have been the Chinese NOCs. There has been much 

debate about the role of NOCs in China’s energy security strategy with many non-Chinese 

researchers, policymakers, and politicians considering them as an executive branch of the 

Chinese government. Things however, are more complicated that this as the NOCs are primary 

interested in their profitability and hence they approach energy security largely from a market-

based approach. While NOCs used to be state-owned and today, are largely controlled by the 

state they operate first as companies with their priority being profitability. By all means, the 

NOCs’ leadership recognizes that their mandate is to ensure national supply of energy to China. 

As a result we also need to identify a political role for NOCs as its leadership is appointed by the 

CCP  Nomeklatura   system and hence they are aware that their activities should promote or at 
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least not be in disrect conflict with the development and stability of People’s Republic of China 

as well as the longevity of CCP in power. This however has become increasingly subordinate to 

their corporate interests even at the expense of the national agenda. Besides, one should not 

forget that Petrochina and Sinopec are publicly listed companies in the Stock Markets of Hong 

Kong and New York while in the past Chinese mass media have accused NOCs for operating as 

a “monopolistic interest group” that prioritize profits over social welfare. 

Compared to multinational energy companies such as BP and Shell, Chinese NOCs’ leaders 

take into consideration national goals and they recognize that security of energy supply helps the 

country to meet its goals, CPC to maintain its grip of power, and themselves to keep their 

positions which are among the most well paid positions for a Party member, if not the best. This 

however does not mean that their perception on energy security has been geopolitical. While 

they recognize the importance of favourable political climate in areas where they operate and  

the  necessity of  minimizing  geopolitical  challenges  they  remain  largely  focused  on the 

market-based approach on energy security 559. For example, Petrochina and CNPC, in their 

annual reports, provide only a very brief comment of geopolitical challenges and their role in 

their energy market, their overall approach is clearly technical and business oriented, and no 

particular shifts in their approaches on energy security are noticeable560 561.  

What is more, apart from NOCs which seek to meet their corporate goals it is also the 

government, which expects them to be profitable. In fact, since the 1980s the central government 

restructured Chinese NOCs more than once, having a dual goal of ensuring China’s security of 
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energy supply and beefing up efficiency and profitability. This however, does not mean that 

their approaches have been in full harmony as there have been cases where the interests and the 

approaches of the two sides have been in clash as NOCs give clear priority to the second goal562. 

For example, CNPC and Sinopec have been reported to periodically reduce the flow of oil in  

their refineries in order to apply pressure to the government on increasing the price for refined 

products. What is more, as Downs (2010) noted, influence is a two-way process between NOCs 

and the party-state as the economic clout and their role in an industry of national interest have 

transformed NOCs to a very powerful interest group which has a seat at the table of the 

energy security debate563. 

The last group includes think tanks, universities, and Chinese scholars who participate in the 

debate about China’s perception of energy security. This is a largely diversified group, which 

includes well-established researchers and world class institutes such as the Chinese Academy of 

Social Sciences, CICIR, and universities such as Renmin University, University of Petroleum, 

and Peking University. Their standpoint on what is energy security and how China can 

maximize it largely differs, based on their agenda, their affiliation and the background of the 

individual. For example, DRC which operates under the State Council and the ERI which is 

subordinate to the NDRC take a market-driven approach on energy security focusing on 

demand-side, technical and economic aspects of energy as well as on the impact of energy 

security to development. 

 On the other hand, foreign policy research institutes such as CICIR, and the China Institute 

of International Studies focus more on China’s import dependence, energy transportation risks,  
                                                           
562 Janet Xuanli Liao, “The Chinese government and the national oil companies (NOCs): who is the 
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and the importance of pipelines564. Again, however, the personal standpoint of researchers plays 

a Again, however, the personal standpoint of researchers plays a crucial role, as for example Dr. 

Zhao Hongtu from CICIR who adopts an explicitly market-based approach on energy 

security565. 

 

6.5  Conclusion 
 

China’s perception of energy security has been a multidimensional process, which has been 

evolving, based on structural parameters and to a lesser extent on domestic politics. How China 

conceptualizes energy security and the respective risks  and  issues which are determined both 

by structural and domestic factors have been determined by the characteristics of the country’s 

economy. Overall, China identifies multiple energy security risks ranging from price volatility 

to limited access to energy resources and from environmental degradation to security of energy 

transportation. This lays the groundwork for a multifaceted energy security strategy that will 

keep balance between diverse and sometime conflicting goals. As it will be discussed in the 

following chapter, this understanding paves the way to China’s energy hedging strategy.   

While conventional wisdom attributes to China a very geostrategic approach on energy 

security, which has been often characterized as “aggressive” or even “dangerous”, in reality 

Beijing stands between strategic and market-based approaches paying equal attention to 

domestic energy security issues such as pricing, and emissions. The reason for this 

misconception is, at least partially, because foreign researchers tend to overemphasize the 
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importance of China’s external energy relations and to overlook domestic issues. 

As China has been modernizing its economy, the leadership has been adjusting its energy 

security perceptions with its focus initially on securing enough oil through domestic production, 

then paying more attention to security of oil imports, and more recently taking a more 

comprehensive approach which gives priority to economic and environmental sustainability. An 

issue that needs to be stressed is that Chinese policymakers deny the existence of geopolitical 

calculations in their energy security approaches as it became evident through the conducted 

interviews. The reason behind this is to some extent the actual shift of Beijing away from energy 

geopolitics but also it is interested to promote a more modern, liberal, sophisticated,  and 

confident profile in the global energy markets. China nowadays has all the energy it needs and it 

has been modernizing its army while facing pressing environmental problems. Hence, in line 

with the narrative adopted in official documents they desecuritize energy. 

One the other hand, there has been an overall shift towards a more market-based approach on 

energy security, which has been the result of China’s socialization with the global energy 

markets resulting to more sophisticated energy policymakers, and to a larger extent the change of 

the energy security challenges faced by China. In parallel, while until some years ago  energy 

security was equal to oil security this is not the case anymore with other concepts gaining 

prominence, such as environmental security, energy security governance, and energy system 

resilience. 

Hence, to some degree, Beijing has been changing its energy security perceptions, as its main 

body in the policymaking mechanism has become more knowledgeable and sophisticated while 

to some other degree Beijing is merely adjusting to new realities. Geopolitical issues such as the 

“Malacca Strait Dilemma” appear to be obsolete nowadays, not because there has been some 
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change in the US capabilities or intentions but because China understands energy from a more 

technical perspective and also because it has been focusing on other more pressing issues. 

Therefore, if in the future China experiences different structural characteristics such as booming 

economic activity, and higher energy prices, geopolitical concerns over security of oil supply 

might re-emerge albeit not that explicit as before. To conclude, despite different approaches 

among different actors such as public administration, PLA and research centres, for the majority 

of participants in this debate, China’s energy security refers to all those risks that eventually 

threaten to undermine the CPC leadership. 
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7. China’s Energy Security Policies 
 

China has been adopting a multifaceted energy security strategy which has been evolving 

along with the country’s energy security needs and challenges. Contrary to conventional 

wisdom, China’s energy security strategy is not only about China’s external energy security 

relations but also about managing domestic politics and domestic energy needs. Faced with 

skyrocketing energy demand, increasing oil imports, price fluctuation, and geopolitical 

challenges, the Chinese energy security strategy is implanted at a domestic as well as  

international  level. Despite what is widely believed, the formulation of the Chinese energy 

strategy policy is not a monolithic one-way process, but rather an amalgamation of interests, 

strategies, and values held by diverse groups of stakeholders. In this context, Beijing has been 

employing a combination of strategic and market-based approaches, although their analogy 

varies depending on structural issues, existing and perceived external challenges, and domestic 

politics. 

Domestic energy security measures seek to address short-term and long-term energy 

security by introducing supply and demand side measures. While the global academic and 

policymaking community has been paying more attention to the external dimension of China’s 

energy security policy, policies at the domestic level have been of equal importance. As a 

result, examining them will shed light on China’s approach on energy security and how it has 

been seeking to mitigate risks by adopting a hedging approach. At the same time, Beijing has 

been pursuing a very ambitious diplomacy which has been playing an incremental role to global 

energy security and more broadly to international relations. 

The bedrock of China’s energy security policy is found in the Country’s Five-Year Plans 

where the direction and the basic goals are identified. As a result, this chapter will first offer an 
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overview of China’s energy policy goals as delineated in the Five-Year Plans which cover the 

examined period. Next, in order to ensure a deep and thorough understanding of China’s energy 

security strategy we need to study China’s energy security policymaking mechanism. In line 

with the theoretical narrative of neoclassical realism, exploring China’s energy security 

policymaking mechanism will allow us to understand how Chinese energy policymakers from 

different sectors design and implement certain policies. Next, this chapter will proceed with 

examining how Beijing ensures energy security implementing measures at a domestic level and 

focusing on China’s 5-year plans which serve as the backbone of the country’s energy security 

strategy. Having examined the domestic dimension of China’s energy security strategy the 

research will proceed with examining external energy security strategy. The last two chapters 

will be developed within the framework of energy hedging, in other words the dissertation will 

explore whether China’s policies have the characteristics of hedging and whether this is a 

strategic decision. 

 

7.1   An Overview of China’s Five-Year Plans 

At the turn of the 21st century, Beijing had to face the daunting task of ensuring energy 

security amidst high economic growth, rising import dependence, and energy shortages. As a 

result, starting from the late 1990s energy security topped the agenda of Chinese Energy 

policymakers with the 10th Five-Year Plan (2001-2005) highlighting its strategic 

importance566.In particular, the 10th Five-Year Plan set a wide range of targets which could be 

summarized in developing energy infrastructure, boosting energy efficiency, optimizing energy 
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mix and promoting environmental protection. In this context, the establishment of national 

strategic petroleum  reserves  was characterized  as  an  issue of national  importance while  the 

Chinese leadership stressed the importance of energy conservation and price reform measures567. 

The 11th Five-Year Plan (2006-2010), in turn, did not include any breakthrough yet it put more 

emphasis on energy security especially with respect to external energy relations and 

transportation of energy. Once again, the respective documents called for a balanced approach 

that would safeguard economic development while at the same time ensure environmental 

protection and sustainability adhering to principles such as energy conservation and energy 

efficiency568 569 

At the same period, China became increasingly concerned about its oil and gas strategy. 

Instability in Middle East in tandem with China’s energy imports dependence in the region, 

China issues three energy security strategy papers in 2001, 2003, and 2005. Without doubt, the 

volume of the policy papers validates the argument about fragmentation in China’s energy 

security governance and the difficulty in establishing a comprehensive energy security policy as 

a result of the absence of a Ministry of Energy. All three documents focused on oil and gas 

focusing on geopolitical challenges on energy supply and transportation, and suggesting 
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alternative sources of energy supply including Central Asia and North Africa. The 2003 oil 

strategy in the 21st century covered a wide array of geopolitical and market-based issues 

including diversification of oil imports, boosting infrastructure, safeguarding oil transportation 

routes, and promoting strategic petroleum reserves, and energy effifiency570. In turn, the 2005 

strategy focuses on domestic supply and demand by maximizing domestic energy production, 

boosting energy conservation and improving the  energy policy mechanism571. 

The 12th Five-Year Plan (2011-2015) adopted a more comprehensive approach on energy 

security introducing proposals for the development of unconventional gas as a method for 

boosting domestic energy production while it put more emphasis to develop a more sustainable 

economic development model. This stemmed from the fact notwithstanding geopolitical  

concerns the Chinese leadership had realized that the country’s export-driven model was not 

sustainable anymore and as a result, Beijing sought to lead economic development in the  

context of notions of “scientific development” and economic growth572. Building on the 11th 

Five-Year Plan policy guidelines, the 12th Five-Year Plan, remained committed to the principles 

of resource conservation, energy efficiency and emissions reduction while it called for the 

further development of domestic energy transport corridors. In parallel, it underscored a more 

global profile for China as an energy actor that will strengthen its trade and investment 

initiatives abroad seeking closer and more efficient cooperation with international actors573. 
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The most recent 13th Five-Year Plan that was published in 2016, adopted an even more 

comprehensive, innovative, and market-based approach on energy security giving an explicit 

preference to issues such as green energy development, infrastructure projects, smart cities, and 

demand-side measures such as energy conservation and efficiency. Energy, urbanization, 

climate change and the evolving concept of energy security cover an impressively large part of 

the 13th Five-Year Plan, reflecting China’s concerns on environmental issues and consequently 

how the development of China’s energy security understanding has determined the country’s 

energy security policy shifting clearly towards demand-side, market-based policy options574. 

All in all, while no major breakthrough has been observed throughout these years in China’s 

energy security policy framing although in the mid-2000s securitization of energy touched the 

core of the energy security policymaking. An additional dimension that needs to be stressed is 

also  the fact  that Beijing deems  energy security and in  particular energy-related  

infrastructure projects as a very important tool in order to mitigate instability risks in the 

Western provinces and especially in Xinjiang575. 

 

7.2  China’s Energy Policy Mechanism 
 
Decision making in China is not a simple process as it is often decentralized, inefficiently 

prolonged and disconnected. This is often the case in the energy sector with a wide spectrum of 
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actors being engaged not only in the energy security policymaking dialogue but also in the 

design and implementation of China’s energy security policy. The absence of a Ministry of 

Energy     has      been      a      major      reason      behind      what      is      often      described as 

“fragmented authoritarianism” in China’s policymaking, a description that is largely accurate 

with respect to China’s energy security governance. 

In overall, China’s energy security governance should not be approached as being similar to 

the West in terms of how debates are conducted. While economic debates are more likely to take 

place in public, hard security issues debates about hierarchy and discussions related to sensitive 

issues such as intra-agency relations and cooperation are often conducted behind closed doors 

with Beijing seeking to project an image of “united front” to outsiders. According to Downs 

(2004), energy security debates in China resemble with “competitive campaigns” where each 

side rallies for its agenda without engaging in constructive discussions with other stakeholders. 

Moreover, while top leaders endorse the country’s major energy security initiatives, with leaders 

such as Li Peng, Jiang Zemin, and Zhu Rongji having played an incremental role in overseas 

investments, in many cases the introduction of respective energy security policies comes from 

below576. 

Analysing China’s energy policymaking process, Meidan and Speed (2009) identified three 

different stages in policymaking process: problem representation and agenda setting, translating 

perceived challenges into priorities, and last the interaction between objectives and institutional 

constraints vis-a-vis policy implementation 577  . Given that the first stage has been already 

thoroughly  analysed,  this  Chapter  will  focus  on  the  last  two  levels.  In this  framework, the 
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Chinese leadership is responsible for determining the overall framework of the national energy 

policy, based on the overall country’s political, economic, and security goals. 

Moreover, contrary to conventional wisdom, China’s energy policy formulation is not a 

monolithic process where all engaged actors have full access to information and pursue the same 

agenda. While all sides understand that their mandate is to serve China’s energy security, their 

personal and organizational priorities as well as their understanding of China’s structural 

characteristics lead to what Liebethal and Oksenberg described as “fragmented 

authoritarianism”. The concept of “fragmented authoritarianism” was first introduced in the late 

1980s and remains as one of the most heuristic analytical frameworks vis-a-vis China’s 

policymaking process. According to Liebethal (1992), the certain model assumes that authority 

below China’s elite political leadership is characterized by structural fragmentation and as a 

result, the implementation  of  policies  which  are  introduced  at  the  higher  levels  of  

policymaking   are malleable to the interests of various agencies and domestic interests at lower 

levels578. The concept of “fragmented authoritarianism” touches upon three dimensions of policy 

analysis, value integration, structural elements, and policy process although it distinctly pays 

more attention to the latter two. From a structural perspective China’s policymaking mechanism 

combines a functional division of bureaucratic authorities, which compete for mandate, resource 

allocation, and the promotion of their agenda. As a result, a bureaucratic bargaining takes place 

among different policymaking communities. 

This however does not mean that China’s central leadership is powerless to enforce its plans 

but only that it operates within a fragmented policymaking structure. Bo Kong (2009) identified 

five factors as being the most influential in order for a policy proposal to be materialized in 
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Bureaucracy, Politics, and Decision Making in Post-Mao China, ed. David M. Lampton and Kenneth G. 
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China: i. the possibility of positive trade-offs in other sectors; ii. the existence of an “issue 

champion”;  iii.  powerful  “interest  groups”;  iv. support at  a  vertical  and  horizontal  level; v. 

distinct policy preferences on behalf of the central leadership. According to the author, the last 

factor is the most important something which underpins the statist character of China’s energy 

policymaking process579. 

This fragmentation process became more pronounced after the Deng Xiaoping’s reforms as 

well as after the reforms that took place in the 1990s and gradually new actors have been 

introduced such as media, NGOs, and think tanks, with access to information remaining crucial 

regarding the role of each player in the policymaking process580. What is more, the leadership in 

the energy sector was particularly weak and from the early 1990s until 2003, the policymaking 

process was extensively fragmented and dispersed among ministries and bureaucratic 

agencies581. The 1990s was also a turning point for China’s energy security policymaking as the 

year 1993 witnessed the change of China’s energy status to net oil importer. Since then, the 

country’s energy policymakers have been trying to maintain balance between supply security, 

economic efficiency, social justice, and environmental sustainability 582 . These changes also 

shaped the composition of China’s energy policymaking mechanism with significant changes 

such as the reform of the NOCs, the establishment of the creation of the Energy Bureau under the 

NDRC,  etc. 

In tandem with discussions and concerns on Chinese energy security policy that have been 
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taking place abroad, a parallel debate takes place within China with respect to the basic 

principles and the orientation of the nation’s energy security policy. Although the list below is 

not exhaustive, the most important actors are NDRC, State Council,  Ministries, the CCP, NOCs, 

NEA, and the PLA. In tandem with discussions and concerns on Chinese energy security policy 

that have been taking place abroad, a parallel debate takes place within China with respect to the 

basic principles and the orientation of the nation’s energy security policy. The list of 

participants in this list is rather long with the actors who were examined in this Chapter being 

the most important. A significant number of the participants in China’s energy policymaking 

have been gradually distancing themselves from mercantilist and aggressive resource diplomacy, 

calling for a more liberal and market-based standpoint. In this context, Kennedy (2010) 

described objections that  have  been  raised  with  regard  to  major  energy  security  choices  

criticizing  them for underperformance as  well  as  for leading to  higher risks583. Similarly,  

Zhao  and Cheng (2013) identified two different trends in China, with the dominant trend being 

represented by traditional approaches which support measures though military and diplomatic 

power, energy monopoly, control of production and exports. The authors however argue that this 

strategy cannot meet the current energy demand and this has paved the way for alternative 

approaches that promote China’s involvement in energy security cooperation 584 . The same 

dilemma is also analysed by Cao  and  Bluth  (2013) who argued  that  the strategic perspective 

remains  the dominant  power despite increasing attempts of Chinese political elite to adopt 

constructivist and liberal values in the approaches that promote cooperation585. 
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The issues at stake cover a wide range of topics which fall under the scope of China’s 

energy security. For example, regarding China’s external energy dependence, some Chinese 

analysts support foreign acquisitions and new pipelines as a policy that will mitigate security of 

supply risks. In the same vein, Chinese naval and energy strategists mainly with roots to the 

army stress the necessity for a stronger naval presence. In parallel, as is the case of Yao 

Wenhuai, who has  served as  People's  Liberation Army Navy (PLAN) deputy political  

commissar,   their  proposals entail aspirations for larger part of the military budget. On the 

other hand, an increasing number of Chinese analysts argue that Beijing should be less 

concerned about external energy dependence and more for deficiencies and underperformance 

of the Chinese energy market. According to their narrative, China’s quest for equity stakes is 

not sustainable and it casts doubt whether pipelines can serve as a more security means of 

transporting oil and gas586.  What is more, they challenge the PLA build-up and the plans to 

match up the US military supremacy.  

1.The Communist Party of China (CPC)             

CPC is China’s supreme political organ and its authority derives from the fact that it 

serves as the "the organized expression of the will of society”587. Albeit distinct from the 

government, the CPC leads and oversees the work of the latter and it exerts its influence 

primarily through the appointment of officials (nomenklatura system). Moreover, the CPC sets 

the overall policy framework which  the  government  is  mandated  to  implement.  Hence,  

the Party oversees  theimplementation of its strategy as well as the ideological standpoint of 
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cadres. As of 2016, the CPC had 88.8 million members is headed by its General Secretary Xi 

Jinping who is also President of the PRC and it is led by the Politburo Standing Committee 

which oversees the overall policymaking design and implementation. The policies which are 

introduced by CPC are implemented by the administrative branch of government which 

headed by the State Council. 

The approach of CPC towards energy security can be viewed basically as ensuring its 

political legitimacy which requires national unification, economic development, and social 

stability. Given that energy security is a prerequisite for all three goals it becomes apparent 

why CPC attaches so much importance to energy security. Hence, unlike the first and the 

second generation of CPC leaders who derived their legitimacy from their revolutionary 

record, the following generations  had  to  ensure  their  credentials  from   achieving  or  

maintaining the abovementioned goals588. Moreover, according to Meidan and Speed (2009), 

although the third  generation of CPC leaders can be best understood in economic and market 

terms, Hu Jintao and Wen Jiabao integrated also a “social vision” of China’s economic 

development as manifested in the notions of  ‘Scientific Development’ and  “Harmonious 

Society”589. 

Power however is also diffused among different organs among CPC such as the Central 

Military Committee (CMC) and the Central Committee’s Leading Small Groups, which 

provide policy advising to the CPC Politburo and they coordinate implementation of policies. 

Among a long list of Leading Small Groups, we need to pay attention to the Central Energy 

Leading Small Group that was created in 2005 in order to coordinate the energy policies of 
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government bodies and the NOCs activities at a domestic and international level. The group’s 

mandate was integrated in 2008 in the activities of the National Energy Commission (NEC) 

which was operating under the NDRC. Another example of the decentralized policymaking 

mandate is the fact that neither the Politburo nor the Politburo Standing Committee debate 

regularly military issues which fall under the mandate of the CPC /CMC590. 

2. The State Council 
 

Being the chief administrative agency of the Country, the State Council plays a prominent 

role in the implementation of the policies and principles of the CPC but also the laws and 

regulations which are introduced by the National People’s Congress. With respect to energy 

security, the Information Office of the State Council is responsible for the publication of China’s 

White Papers on Energy Policy which serve as a linchpin in the national energy policy design 

and implementation. Moreover, under the State Council we can find the DRC which is 

conducting research on strategic topics of China's economic and social development. 

The DRC has been particularly influential and its Market Economy Institute has been 

studying the oil strategy of China since the late 1990s and in 1998 it initiated a project on oil 

security, led by Chen Hui deputy-director of the DRC. In addition, in 2005 the State Council 

established a new State Leading Group on Energy which was headed by Premier Wen Jiabao and 

whose Director was Ma Kai, vice-premier of China's State Council and then head of NDRC. The 

Group’s mandate was to conduct research into major energy related issues such as energy 

security, energy conservation, and international cooperation591. 

As it was also explicit in the interview of Guo Jiaofeng, who is Director-General Assistant, 
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Institute of Resources and Environmental Policy, DRC, the Centre’s members have been taking 

a market-based approach towards energy security, advocating for closer integration with the 

global energy markets, they downplay the geopolitical energy security issues, and stress the 

environmental dimension of energy 592 593 . For example, in the 2015 DRC paper entitled  

“China’s 2030 Energy System Revolution: Connotations and Strategic Objectives” the authors 

stress the importance of meeting five strategic goals for the implementation of a comprehensive 

energy market which are effective market supervision, a sound price mechanism, normative 

government management, and an adequate legal system by 2030594. The promotion of market-

based energy security measures were promoted by the DRC since the early 2000s at a time when  

geopolitical concerns where largely present and China’s skyrocketing economic development 

was making unconditional security of oil supply a policy imperative; in a 2002 paper 

“Countermeasures for improving management of natural reserves”, Su Yang stressed that in an 

environment of increasing energy demand and price instability, measures such as gas price 

reform,   international energy trade, and the improvement of energy products reserve system can 

serve as optimum policy choices595. However, one needs also to keep in mind that the State 

Council has been increasingly dominated by politicians as compared to technocrats and hence it 
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is expected that it will be more sensitive to pressure on issues that securitize energy596. 

3. National Development and Reform Commission (NDRC) 
 
Formerly named State Planning Commission and State Development Planning Commission, 

the NDRC is perhaps the most important energy policymaking agency in China and it operates 

under the State Council. The energy mandate of the NDRC is to coordinate the energy policy 

implementation, promote   the   sustainable   development,   energy   saving   and   

conservation, participate in the implementation of ecological measures, and to overview the 

operation of the National Energy Administration 597. The prominent role of the NDRC is 

further witnessed by the fact that it is responsible for drafting the 5-year energy plans, it is 

responsible for setting energy prices and it is entitled to approve energy-related investment 

larger than USD 30 million. 

During the Hu Jintao-Wen Jiabao era, the NDRC epitomized China’s model of state 

capitalism and it was often labelled as China’s “mini State Council” or “number one ministry”. 

Regarding its approach on energy security, NDRC has been rather adjusting to domestic and 

external realities. Hence, in 2002 its predecessor the SDPC together with the State Economic 

and Trade Commission (SETC) published an oil security outline, which stressed the necessity 

for China to ensure security of energy supplies, with measures such as overseas energy 

investments, strategic petroleum reserves but also to develop China’s naval and air forces in 

order to  safeguard energy supplies. Furthermore, under the NDRC operates the ERI which 

conducts energy related research focusing on the macroeconomic dimension of energy and 
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promoting environmental sustainability. The ERI consists of highly skilled and sophisticated 

personnel and it has been very influential with regard to issues related to energy demand such 

as energy conservation and efficiency. 

On the other hand, according to Downs (2004), the ERI had very limited impact on supply of 

energy reflecting the geopolitical approach of the NDRC by that time. This is further affirmed 

by the fact that the ERI researchers have been suggesting the usage of oil and gas instead of coal 

in order to promote sustainable development598. This comes into contrast with the NDRC energy 

mandate which was officially framed in 2008. Therefore, we can argue that with respect 

todomestic and demand side issues the NDRC has been developing a liberal, technocratic, and 

market-based approach while regarding security of energy supply we can find solid elements of 

geopolitics and statism, something which constitutes the overall narrative of China’s energy 

security strategy during that period. 

On the other hand, based on the conducted interviews in the framework of this research, the 

interviewees stressed the importance of the economic and environmental dimension of energy 

security. What it comes however to the importance of geopolitical issues and the Malacca Strait 

dilemma, an issue which is intrinsic to China’s development of military forces as an energy 

security policy, have been mixed; While both Prof. Han Wenke, Director-General of the Energy 

Research Institute (ERI) of the NDRC and Cui Cheng from ERI NDRC, accepted  the  

importance of geopolitical challenges towards energy security and the need to diversify energy 

transportation  from  the  other  hand  they  downplayed  the  importance  of  the  Malacca  

Strait Dilemma and highlighted the role of energy security in economic development599600. As a  
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result, it can be concluded that with respect to security of energy supply the NDRC has been 

shifting towards more market-based policies. 

4. Ministries 

There is a number of Ministries with an important role in China’s energy security policy due 

to the multidimensional characteristics of the latter. The Ministry of Foreign Affairs (MOFA) 

which is responsible for the daily implantation of foreign policy serves as an important source of 

analyses and policy proposals. Together with the recently upgraded embassies of China they 

have been developing a global network of connections promoting China’s economic and 

political interests and they interact with international organizations which play an important role 

in China’s energy security policy such as the SCO. On the other hand, as Cabestan (2009) noted, 

the role of MOFA is limited by the fact that major foreign-policy decisions are made at a higher 

policymaking level at organs such as the Foreign Affairs Leading (Small) Group which is an ad- 

hoc supra-ministerial policy CPC 601. All in all, MOFA plays an important role in China’s  

energy diplomacy  and  it  supports  closer  relations  with   resource  rich  countries  and  the 

implementation of overseas investments and energy deals602. This should come as no surprise 

given the agenda and the characteristics of MOFA as a state agency. 

In addition to MOFA, we can also identify additional Ministries which are worth mentioning 

such as the Ministry of Finance which regulates China’s NOCs and the Ministry of Commerce 

which oversees domestic and foreign trade and investment, and it is responsible for market 

competition. Furthermore, the Ministry of Land and Resources is responsible for the extraction, 

development and management of natural resources and it oversees the operations of companies 
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inside China. Finally, the Ministry of Environmental Protection, formerly State Environment 

Protection Administration has been charged with the task of environmental protection, an issue 

which has been gaining prominence in China603. 

An issue that needs to be stressed here is the lack of a Ministry of Energy as a structural 

factor in China’s energy security policy. While in 1998 a Ministry of Energy was established, it 

was dismantled five years later and since then. China has been pursuing its energy security 

strategy without a Ministry of Energy. Since then, the discussion about the re-establishment of a 

Ministry of Energy that would address the problem of fragmentation and policy overlaps has  

been ongoing and in 2008 it was speculated that eventually the much anticipated re- 

establishment would take place. This however was not the case as instead of a Ministry of 

Energy the National Energy Commission and the National Energy Administration were 

established604. 

More recently, in 2013, rumours about a major government structure reshuffle that would 

include the establishment of a Ministry of Energy circulated. What came again from various 

sources was pessimism about the feasibility of such attempt. Establishing a Ministry of Energy 

would be against the vested interests of bureaucratic elites and NOCs and therefore resistance 

was to be expected. Given the fact the proposed Ministry would replace the NEA and curtail the 

responsibilities of the NDRC the latter was deemed as a major stumbling block605. Furthermore, 

NOCs are also partially responsible for the non-establishment of a Ministry of Energy as they 

lobbied against it in order to preserve their direct contact with the government since they enjoy 
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a vice-ministerial status. 

For a big number of scholars and also foreign governments, this has been a major impediment 

towards the implementation of an effective and coherent energy policy, as no energy agency or 

institution among the existing has the human capital and the institutional capacity to 

comprehensively address China’s energy security challenges606. On the other hand, Chinese 

energy policymakers have been more contented with  the  current  energy security   

governance structure and they don’t view the lack of Ministry of Energy as a major 

drawback607. In line with them, the majority of the interviewees were of the opinion that the 

establishment of a Ministry of Energy per se would not be a game changer and they expressed 

their satisfaction with the current structure. 

5.  National Energy Administration (NEA) and National Energy Commission (NEC) 

Responding to mounting pressure stemming from mounting energy demand and policy 

inefficiencies, in 2008 China’s National People’s Congress (NPC) approved the establishment  

of two additional agencies the NEA and the NEC. NEC is a discussion and coordination agency, 

which is placed between the State Council and the NDRC. The two agencies were planned to 

play a leading role in energy governance, terminate phenomena of turf battles and policy 

paralysis. Yet although they covered some of the detected policy pitfalls, they are not adequate 

to play the role of a Ministry of Energy. 

The role of the NEA, which operates under NDRC, is to run a broad mandate ranging from 

managing China’s energy industries, negotiating with international organization, approving 
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energy investments, and drafting energy plans. Furthermore, although NEA has more authorities 

compared to the Energy Bureau, its autonomy and political clout is not enough, and it falls 

behind the NOCs in terms of authority. In other words, while official of the former Energy 

Bureau were expressing their concerns that NOCs were curtailing their authority by having 

direct contacts with the PRC leadership, it is questionable to what extent such inefficiencies 

have been improved. All in all, the two agencies improved to a some extent the situation 

however they lack the capacity to cover comprehensively the entire Chinese energy sector608 609. 

The NEC was eventually established in 2010 and it was led by Premier Wen Jiabao and the 

Vice-Premier Li Keqiang.  The mandate of NEC has been comprehensively analysed at the  

2007 White Paper and in sum it was launched in order to help NEA foster its authority in the 

energy policymaking mechanism and promote cooperation among different agencies. As it 

included officials from the national security ministry and the army, its establishment gave birth 

to hopes about a comprehensive approach to energy security. Yet the operation of the NEC has 

been far from non-problematic with a major problem having been traced at its limited  

jurisdiction which excludes China’s  big  NOCs.  As a result, inside experts such as  Li Junfeng 

from the NDRC have characterized NEC as a mere policy coordinator610 611. 

6. The Army 
 

Although it is hard to assess the role of the army in China’s energy security governance, the 

strategic dimension of energy security make the role of the PLA elites hard to be overlooked. 
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One should not be surprised that most PLA leading officers stress on the geopolitical aspects of 

energy such as the “Malacca Strait dilemma”. On the other hand, it appears to be common place 

that the role of PLA has been gradually diminishing. 

Assessing the exact role of the military in China’s energy security governance has been a 

daunting task, as access to primary data has been restricted while holding interviews with  PLA 

officers was impossible. According to secondary sources, the PLA conducts research which 

focuses on security of energy transportation, safeguarding energy resources, and relevant  

wartime scenarios. As a result, PLA elites have been often focusing on the necessity to reduce 

dependence from Middle East oil imports, build strategic petroleum reserves, and fostering the 

Chinese PLA navy capabilities in order to mitigate the security risks stemming from the 

US presence in the  Indian Ocean612. At the beginning of 2000s the role of  the PLA in China’s 

overall foreign and security policy has been gradually expanded. When in December 2004 Hu 

became the chairman of the CMC, he introduced a conceptual framework for a wide spectrum of 

tasks which include energy security, protection of the freedom of SLOCs, and international 

peacekeeping operations including energy-related important areas613. These tasks are deemed as 

part of PLA’s mandate despite changes in China’s approach on energy security614. 

This however does not necessarily mean that the army has a stronger position at the table of 

energy security discussions; in fact, starting from Mao’s death in 1976 and Deng’s stepping  

down in 1994, the role of the military has been gradually diminishing with other players such as 
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local governments, research centers, and NOCs gaining more prominence615. Especially, after Xi 

Jinping came into power, the new Chinese leader has managed to keep the army under more 

tight command and control616. This has been also validated by a number of interviewees who 

stressed that the role of PLA in China’s energy security governance has become more limited. 

Hence, while the army leaders have a say regarding hard security issues which are related to 

energy such as the South China sea dispute and the PLAN presence in the Indian Ocean, it has 

become less strong in shaping the overall Chinese energy security strategy617618. 

7. The National Oil Companies (NOCS) 
 

NOCs have been gaining prominence in their role in China’s energy security governance 

as they have become more dependent and profit-oriented after a series of reforms. The 

opening of China’s economy from the early 1980s has resulted in a series of reforms in the 

NOCs which aimed at de-politicizing their operations, and separating politics from their 

administration. As a result, a shift of power and resources from the central government 

towards NOCs took place in tandem with the marginalization of the famous “petroleum 

clique” which included NOCs leaders who played a prominent role in China’s politics. 

Throughout time however, the multiple attempts of the Chinese government to liberalize 

NOCs, but at the same time keep them under tight control, has not resulted in a successful 

principal-agent relationship. 

Despite what is widely believed, NOCs are not purely CPC agents whose role is confined 

to the execution of the political leadership’s orders. In fact, while NOCs are mandated with 
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ensuring energy security for China they have become increasingly independent and profit-

driven. While Beijing still maintains the strongest tool of NOCs’ control, that is the power to 

appoint, promote, and dismiss NOCs general managers, a position considerably well-paid and 

highly esteemed, the lack of a powerful Ministry of Energy and the increased economic clout of 

NOCs has resulted in a more powerful role for NOCs in China’s energy security governance. 

In fact, NOCs have been often capable to shape the leadership’s energy choices and even 

to exert some pressure in order to meet their goals which mainly focus on issues of profitability, 

production diversification, and international competitiveness. For example, CNPC and Sinopec 

have been reported to periodically reduce the flow of oil in their refineries in order to apply 

pressure to the government on increasing the price for refined products. Such was the case for 

example in 2007 when the two companies created an artificial shortage of fuel 619 . An   

additional 

vivid example is the fact that when the NDRC, responding to mounting external pressure, 

excluded Sudan from the list of the countries where NOCs were invited to invest in the 

framework of China’s “go out strategy”, CNPC defied this decision and proceeded with  

acquiring new oil assets in the war torn country. 

In fact, influence has been a two-way process and the economic clout of the NOCs as well  as 

their role in an industry of national interest makes them a very powerful interest group which has 

a seat at the table of the energy security debate. What is more, for many years the Chinese 

government has been allowing more space for the NOCs operation. For example, according to 

Downs (2010), the State Asset Supervision and Administration Commission (SASAC) which is 

the government agency with formal authority NOCs, had not been collecting dividends from 
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NOCs until late 2007, it did not appoint NOCs top leaders although it chooses senior managers 

and it has linked managers’ salaries to the companies’ profitability620. This does not mean that the 

CPC and the government do not have a say over the NOCs control or that NOCs leaders will not 

be approved by the Party. On the other hand, this is evident of how Chinese leadership has been 

tolerating and often promoting a profit-driven operation of NOCs. This does not mean that the 

CPC and the government do not have a say over the NOCs control or that NOCs leaders will not 

be approved by the Party. On the other hand, this is evident of how Chinese leadership has been 

tolerating and often promoting a profit-driven operation of NOCs. 

More recently, NOCs became under pressure due to Xi Jinping’s anti-corruption campaign 

and the arrest of Zhou Yongkang who has been a dominant figure in the oil and gas industry. 

This might put additional pressure to NOCs yet their role in the energy security governance 

cannot be challenged621. While they face some challenges such as the entry of new energy 

companies, and their need to remain in overall good terms with the government, NOCs 

have been evolving, seeking new profitable agreements at home and abroad, as well as 

becoming  more open to international partnerships that will help them boost their know how but 

also to hedge against business risks 622 . NOCs have realized that operating alone entails 

considerable risks stemming from political, economic, and technical reasons and as a result they 

seek political support from the government but also international partnerships that will help 
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them mitigate such risks623. 

7.3 Domestic Policy Measures 
 

Faced with multiple energy security challenges vis-a-vis security of energy supply, economic 

and environmental sustainability due to the country’s skyrocketing energy needs, Beijing has 

developed a multifaceted strategy that seeks to mitigate energy security risks at a domestic and 

national level. With respect to the former, China has introduced measures seeking to boost 

national energy capacity, address inefficiencies in the energy demand side, and modernize the 

energy governance mechanism adopting a more market-based approach. Due to the vast range of 

initiatives that constitute China’s energy security strategy at the domestic level, the dissertation 

will focus on those which are deemed most important and fall within the proposed analytical 

framework of energy hedging, namely, the establishment of Strategic Petroleum Reserves (SPR), 

military build-up, the establishment of more oil refineries, and measures which address energy 

demand. 

The fact that Beijing has been facing multiple energy security challenges has forced Beijing 

to focus on more than one direction and as a result to avoid “putting all its eggs in one basket”. In 

other words, the Chinese leadership had to ensure security of energy supply, improve 

environmental and sustainability issues while at the same time meeting high competitiveness 

standards. In parallel, different actors in China’ energy security governance have different 

priorities with NOCs, for example focusing on their profitability, PLA giving priority to hard 

security issues, and bureaucratic agencies being highly concerned about sustainability issues.  

The daunting task of meeting multiple and often contradicting targets within an environment of 

uncertainty has led Beijing to adopt a hedging energy security strategy which combines strategic 
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and market-based approaches. 

SPR are crude oil inventories established and managed by governments as well as private 

industries in order to ensure energy security in times of supply disruption or when  demand 

cannot be met with conventional means. Given their importance in times of national crises and 

military confrontations, SPR have very distinct strategic characteristics. Therefore, states which 

have joined the International Energy Agency (IEA) are required to maintain SPR that meet 90 

days’ of the past year’s net imports of the country. For China, the construction of SPR has been a 

contentious issue as it dates back to 1993 when the country became a net oil importer. Given that 

SPR can serve as traditional hedging tool against short time supply shocks they have been seen as 

both economically and  politically crucial  for China  while  Hu  Jintao  had characterized their 

establishment as a necessary step vis-a-vis the Malacca Strait dilemma624. All in all, China’s 

individuals from energy government agencies, such as the State Development Planning 

Commission and ERI as well as research centers such as CICIR and the DRC were the supporters 

of SPR. 

On the other hand, there has been strong opposition against the SPR and it mainly came from 

the highest levels of the Chinese governments including former Premier Zhu Rongji, individuals 

from SETC, the energy company CNPC and Beijing University. The opposition side argued that 

the structure of China’s oil consumption was fundamentally different from that of other countries 

with SPR as coal remained the most important fuel. What is more, opponents underscored the 

financial burden that China had to bear arguing that Beijing could not afford building SPR that 

would eventually make a difference. Hence, they argued that other policy options such as oil 
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equities could bring more added values to China’s energy security625. Eventually, the   promoters 

of SPR won the debate yet a number of issues such as the SPR capacity and financial burden 

remain contested626. As a result, the establishment of SPR was included in the 10th Five Year- 

Plan (2001-2005) but conflicting opinions delayed it. Eventually, construction projects kicked- 

off in June 2004 in Zhenhai with a 5.8 million cubic meters capacity627628. 

The construction of China’s SPR has been planned to be implemented in 3 stages and to 

provide China with 500 million barrels. Phase 1 started in 2004 with the Zhenhai SPR 

construction, it was concluded in 2008 and included four sites in Zhenhai, Zhoushan, Dalian and 

Huangdao, which would provide 103 million barrels. At that time the Chinese strategy was to 

establish SPRs close to costal ports where ships would have easy access and where China’s 

economic activity was mainly taking place. According to Reuters, the second phase of SPR, 

would have a capacity of almost 245 million barrels, and the construction process would be 

completed before the end of 2016629.  At this stage, SPR facilities were planned to be constructed 

in inland positions, in seven sites. Obviously the new thinking on the SPR location had to do with 

China’s pipeline policy as, according to the plans, the SPR facilities would be connected to 

energy pipelines in order to be connected with Myanmar, Kazakhstan, Russia, all three important 

energy partners. China has not disclosed detailed information regarding locations and other 

technical details. The third was projected to finish by 2015/2016, provide a capacity of 180 

million barrels and test the feasibility of underground facilities. 

                                                           
625 Erica S. Downs, “The Chinese Energy Security Debate,” The China Quarterly 177 (March 2004): 32- 
34. 
626 Mohammed E. Ahrari, The Great Powers versus the Hegemon (New York: Springer, 2011), 51-52. 
627 Kang Wu, “China’s Energy Security: Oil and Gas,” Energy Policy 73 (2014): 8. 
628 Wen Han, “Hu Jintao Urges Breakthrough in ‘Malacca Dilemma’,” Wen Wei Po, January 14, 2004, 
accessed March 10, 2017, http://paper.wenweipo.com/2004/01/14/YO0401140011.htm. 
629 Holly Ellyat, “China's mystery oil stockpiles could be a 'wildcard' for markets: S&P,” CNBC, 
September 27, 2016, accessed February 22, 2017, http://www.cnbc.com/2016/09/27/chinas-mystery-oil- 
stockpiles-could-be-a-wildcard-for-markets-sp.html. 

http://paper.wenweipo.com/2004/01/14/YO0401140011.htm
http://www.cnbc.com/2016/09/27/chinas-mystery-oil-


363  

SPR are deemed as a basic pillar of China’s energy security strategy as it is a domestic policy 

measure which can protect the Chinese energy system against supply disruptions. For how long 

can SPR immunize the Chinese economy however remains unclear as Beijing has not been 

disclosing all necessary information. The limited flow of information signifies the strategic 

dimension of SPR and that Beijing puts them in the context of national security. This argument is 

further reinforced by the fact that there are estimates which puts the capacity of the SPR to higher 

levels as compared to official information. According to the US geospatial analytics company 

Orbital Insights, China’s SPR amounted in late 2014 to 900 million barrels, higher than the 

declared goals of 500 million barrels Orbital’s calculations are also in line with Beijing’s plans in 

early 2016 to increase the capacity of its SPR from 30 days to 90 days, a number which 

corresponds to 600 million barrels of oil imports 630. What is more, regardless of the exact 

number, China took advantage of low oil prices during the last years to boost the capacity of its 

SPR by purchasing large quantities of cheap crude oil. 

Regarding the governance of the SRP, Beijing provides some flexibility and in 2007 the 

government established the National Petroleum Reserve Center which operates under the NEA. 

What is most interesting is that, although SPR was established in order to protect China against 

geopolitical threats, they largely operate under market terms. The first four facilities, albeit 

constructed amidst growing concerns about security of oil supply in 2004, were not filled until 

2008 when oil prices fell. What is more, by June 2009 the average price of the purchased SPR oil 

was $58 per barrel when the market price of crude oil in the same period was between $78 and 

$79 per barrel. This is a clear signal that the government has been thinking in market terms when 
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it comes to SPR crude oil purchases631. The most vivid however evidence was the fact that in 

March 2017 China concluded its first first-ever US SPR crude oil purchase. All in all, SPR has 

served as a useful energy security hedging tool, yet the risks against which Beijing has been 

hedging are not merely geopolitical risks stemming from the US but rather a constellation of 

strategic and market-based energy security risks. 

Furthermore, closely related to the issue of establishing SPR in order to hedge against supply 

disruption risks, is the decision of China to expand its refinery capacity in order to beef up the 

country’s resilience in times of energy crisis. The importance of refining capacity was already 

stressed in early 2000s as the 10th Five-Year Plan suggested the joint operation of oil   refineries 

in major oil producing countries 632. In parallel, given the importance of oil production as a  

means to immunize China against external energy security threats but at the same time the 

conflicting goal of environmental security, high quality oil refineries can serve as a useful 

hedging tool helping Beijing to meet both goals633. 

Against  this  backdrop,  the  Chinese  refinery capacity experienced  a  more  than three-

fold increase, from 2.9 mbd to almost 10mbd constituting China the second country globally in 

refining capacity. Again however, the orientation of China’s refinery building was also market- 

based as the majority of the new facilities were designed to refine heavy and sour crude oil, 

which is cheaper than the sweeter and lighter crude oil, which was usually refined in other 

Chinese facilities. This was an excellent opportunity for the Chinese NOCs to boost their 

profitability which the latter did not miss. On the other hand, the fact that by 2010 the Chinese 
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refining  capacity  of  10mbd  exceeded  the  country’s  total  oil  demand  put  into  question  

the economic sustainability logic of the Chinese strategy634. 

The next measure for security of energy supply that will be examined within the framework 

of China’s energy security hedging is the country’s military build-up in order to safeguard 

transportation of energy. The common denominator in all China’s official documents regarding 

the role of the army is that it adopts an increasingly holistic approach on national security as it is 

mandated to safeguard the country’s integrity and unity, protect China’s interest, and contribute 

to global security. As energy security became increasingly important to China’s economy and 

politics, so did the role of the army in ensuring security of energy supply. While the role of the 

army in China’s energy security governance has been limited in the last years, its role in 

protecting China’s strategic and commercial interests including energy security has remained 

strong. 

The introduction of the “New Security Concept” and Hu Jintao’s “New Historic Missions” 

integrated economic, environment, technological, and many other issues to the army’s mandate. 

In this context, the increasing Chinese frictions about freedom of transportation in the SLOCs, 

instability in Middle East and the role of the US in the Indian Ocean attributed a special role to 

the PLA Navy. Hence, in 2012 Hu Jintao stated that China is a maritime power and building a 

powerful navy is necessary in order to meet the requirements of the army’s historical mission635. 

According to the 2015 Military Strategy of China, the dream of China’s armed forces of making 

the military strong is part of China’s Dream but also a prerequisite for the latter636. Therefore, 
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PLAN became increasingly important for the country’s economic development and energy 

security637 

Against this backdrop, the China’s military defense budget skyrocketed and according to the 

Stockholm International Peace Research Institute from 2001 until 2011 China’s military 

spending rose from approximately USD40 billion to USD130 billion638. As of 2013 the strength 

of the PLA Navy included 235,000 officers, three fleets which incorporate among others 

aviation divisions and marine brigades. What is more, a milestone in the PLA Navy 

modernization and build up has been September 2012 when Liaoning, China’s first aircraft 

career, was commissioned into the PLA Navy639. According to Huang Xueping, spokesman of 

the Chinese Ministry of Defense, “an aircraft carrier is a symbol of a nation’s comprehensive 

strength…..It also meets the basic requirements of a nation’s navy”640. What is more, Chinese 

military officials stressed the need for the development of additional aircraft carriers in order to 

protect China’s strategic interests in areas such as South China Sea and the Malacca Strait641. 

Given the concerns of the Chinese leadership on the “Malacca Strait Dilemma” the role of  

the PLAN is to protect Chinese economic interests in the region, including energy shipments. 

Therefore, the Chinese strategy includes cooperation with other states but also the deployment 
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of ballistic missiles, aircraft carriers, and long-range aircrafts constitute a basic pillar of what 

is called in Chinese strategy as “active defence” in order to secure energy shipments642. The 

need to protect freedom of navigation in SLOCs and focus on offshore operations became 

increasingly vivid in China’s policy papers and it was explicitly analysed in the 2015 Military 

Strategy643 644.  

Therefore, the Chinese strategy included cooperation with littoral states in order to expand 

its influence in the Indian Ocean and ensure security of energy supply. In parallel, as China 

has been facing energy supply disruption risks as a result of instability in Middle East, but 

also due to transnational crime, terrorism, and piracy, Beijing bolstered its regional naval 

presence dispatching PLA Navy forces in the Gulf of Aden in order to safeguard freedom of 

navigation in SLOCs from pirates. This was an unprecedented action from the Chinese 

leadership which sought to project military power away from the Chinese territory645. 

On  the  other  hand,  the  Chinese  leadership  has  sought  to  provide  assurances  to  the 

international community and largely to the US about its “peaceful rise” and that speculation 

about the so-called “Chinese threat” had no grounds. In 2005, the US consultancy company 

Booz Allen published a report warning about China’s intentions to exert geopolitical influence 

throughout the Indian Ocean in order to protect its energy security interests. This strategy was 

dubbed as “String of Pearls: strategy and it alarmed the West. According to Pehrson (2006), the 
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US interests in the region and the American mandate as a security guarantor in the area of 

“String of Pearls” should not be undermined by the Chinese strategy with the author suggesting 

a hedging strategy against Beijing646. Contrary to China, for the US the so-called “Malacca 

Dilemma” has been always a rather far-fetched conception and according to US officials, the 

American aspirations towards China focus on constructive bilateral cooperation such as disaster 

management and combat of transnational crime647. 

Therefore, apart from implementing a strategy of indirect balancing, Beijing sought  to 

engage with the US highlighting China’s peaceful rise, a notion that was introduced by the Hu 

Jintao leadership 2003. Hence, the Chinese political leadership stressed that the presence of the 

PLA Navy in the Indian Ocean will be essentially humanitarian, its goal will be to ensure 

transportation and it will be based on the fundamental principles of international law648. On the 

other hand, PLA officials who stressed that the army should be constantly primed for war to 

protect China’s core interests. In the same vein, General Zhang Zhaoyin was quoted stressing  

that the PLA must abandon its outdated peace-oriented strategy and be “assiduous in preparing 

for warfare, and seeking to win wars”. Similarly, Huang Kunlun, a commentator of the 

Liberation Army Daily stressed that the national core interests extend beyond its territory and 

hence China needs “to safeguard not only national-security interests but also interests relating 

to [future] national development649. 

Moving towards the side of energy demand, China has been pursuing a very ambitious 
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strategy seeking primarily to mitigate environmental security risks, augment competitiveness of 

the Chinese economy and beef up the resilience of the energy security system making it less 

dependent to fossil fuels. Towards this end, the Chinese agenda includes measures for the 

promotion of energy efficiency and conservation as well as a higher contribution of 

environmentally friendly fuels in the country’s energy mix. The promotion of green energy falls 

mainly within the scope of supply-side measures yet, as it has been part of the  agenda of those 

who support demand-side measures and within the framework of market-based approaches, an 

overview of renewable energy in China will be provided in this part of the dissertation. 

Although, demand-side measures were present in previous Five-Year Plans, they were not a 

priority for Beijing as during the 1990s the Chinese energy policy focused on security of oil 

supply, and the restructuring of the energy industry with initiatives on energy conservation and 

efficiency being limited as for example, the 1997 Energy Conservation which emphasized the 

importance of demand-side measures yet its impact was negligible. On the other hand, from 

1980 until 2001 the energy demand growth in China was limited to less than half of China’s 

GDP growth. The Chinese policies included tightened government regulations, financial 

incentives,  education,  and  support  for  research  and  development 650.  In  parallel,  the   1995 

“China’s New Energy Resources and Renewable Energy Resources Guidelines” set goals for the 

utilization of green energy until 2010. In this context, the NDRC aimed at a 7 percent of green 

energy usage by 2005 and 15 percent by 2020. As of 2012, the share of renewable energy in 

China’s energy mix had reached 9 percent and although it remains unknown at which levels will 

it reach by 2020, Beijing has been implementing a vastly expansive program for the promotion  
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of renewable energy651. 

Later, in early 2000s, instability in Middle East and the emergence of geopolitical issues 

such as the Malacca Strait dilemma underscored challenge of China’s energy inefficiency as 

well as the necessity for a comprehensive energy policy. Yet, support for demand-side measures 

was far for universal. What is more, the growing need for energy and the rising geopolitical 

concerns led to a dramatic rise in China’s energy intensity which among others resulted in 

energy shortages. The pressure from energy shortages and mounting energy demand was a 

major turning point for China’s energy security policy, as Chinese policymakers started to re-

evaluate their approach on demand side measures. 

In 2004, the Development Research Center published the National Energy Strategy which 

confirmed this shift in  China’s energy policy. The report identified energy efficiency, energy 

conservation, energy managements, and environmental protection as high priorities in China’s 

policy. Therefore, while security of energy supply remained a high priority for China, demand- 

side measures received more attention by Chinese energy policymakers652. One year later, both 

the CPC as well as the government highlighted the necessity to reduce energy intensity by 20 

percent until 2010 and this target was added in the NDRC’s ‘Medium and Long-Term Energy 

Conservation Plan’ that was published in 2005 as well as in the 11th Five-Year Plan (2006-

2010). Towards this end, Beijing has initiated a wide number of policies including the 

Renewable Energy Law and the 2007 Revision of the Energy Conservation Law. As it should 

be expected the NDRC maintains a leading role and it is responsible for running most of the 

policies while the State Council was responsible for the legislative initiatives. The 
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multidimensional nature of energy security is vividly present here, with the Chinese authorities 

recognizing that introducing energy taxes or introducing market-friendly reforms in energy 

pricing would boost energy efficiency, yet on the other hand, it might increase inflation with a 

negative impact not only to China’s economic development but also political and social 

stability653 

Although demand side measures are not at the center of this research it has been part of 

China’s energy security strategy, as it would boost resilience of China’s energy security system. 

The supporters of this approach come mainly from the government, research centers, and think 

tanks as they take a market-based approach on energy security. Therefore, China’s record has 

been worth-praising as the country has made considerable progress with respect to demand side 

measures. Starting from the mid-2000s Beijing has established a strong policy apparatus for the 

promotion of energy efficiency and conservation as well as the promotion of green energy. As   

a result, according to BP, China is projected to join the world’s best in energy efficiency in the 

following two decades and meet the efficiency levels of the US by 2035654.. The merits to  

China’s security of energy supply will be multiple, as it will reduce dependence on energy 

dependence, improve China’s profile as a responsible energy actor, and ease political pressure to 

China  due  to  environmental  degradation  allowing  the  government  to  adopt  rational  

energy policies. 

Hence, when Xi Jinping came to power, he proceeded even further with reforming China’s 

energy market with demand side measures. In 2014 he called for an energy revolution that 

would help the country to face the challenges on “huge energy demand pressures, supply 
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restraints, serious environmental losses caused by the production and consumption of energy and 

technological backwardness”655. Following Xi’s statements the NEA announced 12 policies that 

would help the country to meet its goals regarding demand of energy and which they focused on 

energy efficiency, innovation, and the promotion of green energy656. All in all, Xi Jinping’s 

proposed energy revolution which affirmed the shift in China’s priorities towards energy 

security with Beijing paying more attention to demand-side measures with market-approaches 

gaining prominence. That was also vivid during the 2016 Global Forum on Energy Security 

under the title “Energy Choices Under Low Oil Prices” that took place in Beijing. Contrary to 

what  would have been the case some years ago, supply-side measures and energy geopolitics 

were briefly discussed with issues such as clean energy, energy conservation and technology, 

and energy infrastructure investments taking the lion’s share of attention 657 658 659 660 661. 

 

7.4 The External Dimension of China’s Energy Security Strategy 

Energy security has been major driving force behind China’s foreign policy as Beijing 

government has been seeking to secure access to foreign energy resources, safeguard their 

secure transportation, and ensure that energy will be available at reasonable prices in order to 
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promote economic development and social stability. Using its political and economic clout 

China has been pursuing a multi-vector strategic-based approach that gives priority to the role of 

the government. The state has been providing ample financial, lobbying, and technological 

support to NOCs in their expeditions abroad but at the same time it promotes specific investment 

projects based on national interests. This however does not mean that China’s strategy is merely 

driven  by state and geopolitical calculations as  the role of commercial interests have been 

increasingly important constituting the external dimension of China’s energy security a 

combination of geostrategic and market-based approaches. 

Although China became a net oil importer in 1993, the low energy prices allowed China to 

access  global  energy markets  with  no  major difficulties  and  as  a  result,  concerns about  the 

external dimension of China’s energy security were not detrimental in the country’s energy 

security policy. After the early 2000s however, instability in Middle East and the increase in oil 

price sparked worries about China’s external dependence662. What is more, energy shortages 

underscored the vulnerability of China to energy supply disruptions with Chinese experts such as 

Sun Yongxiang, from the PetroChina Petroleum Planning and Research Institute, calling for a 

long-term strategy on importing oil and gas663. Therefore, it becomes clear that even the roots of 

the external dimension of China’s energy security can be traced back to domestic issues, as 

energy imports dependence was not deemed as a threat per se. It was rather the Chinese inability 

to meet the energy markets requirements which gave birth to China’s energy insecurity. A 

turning point for the external energy security strategy of Beijing was 1999 when the 

government introduced the “go out policy” (走出去战略, Zǒuchūqū Zhànlüè) which, among 
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others, encouraged the Chinese NOCs to pursue active trade and investments activities overseas. 

The actors which are involved are the political leadership which often paves the way for energy 

agreements establishing favourable political environment and shaping the overall framework, 

China’s NOCs and especially CNPC which has been particularly active abroad. 

 Additionally, the State Council together with the China Development Bank and the Export-

Import Bank have been encouraging the acquisition of equity oil abroad. Among others, in 2004, 

the NDRC and the State Council issued a list of countries and resources whose imports would be 

financially supported664. What is more, NOCs need to gain approval from the NDRC for foreign 

energy  investments which are higher than USD30 million while foreign energy investments in 

excess of USD 200 million are first reviewed by the NDRC and then approached by the State 

Council665. 

The focus of the external dimension of China’s energy security has been to secure a largely 

diversified basis for its energy imports by accessing the oil and gas deposits of countries across 

different corners of the world, mitigate energy transportation risks, and hedge against a West- 

dominated international energy architecture. In parallel, depending on domestic structural 

characteristics of China’s economy and politics, Beijing will take into consideration the necessity 

for economic and environmental sustainability. Hence, Beijing has applied a multi-vector 

strategic-based approach that gives priority to the role of the government. It has been largely 

based on bilateral energy partnerships which have been established through the acquisition of oil 

states, long-term contract, infrastructure investments and oil for loans agreements. David Zweig 
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has named the Chinese quest to enhance the state’s energy security as “Resource Diplomacy” and   

he   identified   three   distinct   issues,   stable   supply,   affordable   prices, and secure 

transportation666. Towards this end, Beijing has established a very strong foothold in numerous 

resource rich region of the world such as Africa, Middle East, and even in the US backyard, 

Canada and Latin America. The state has been providing ample financial, lobbying, and 

technological support to the NOCs in their expeditions abroad but at the same time it promotes 

specific investment projects. 

Still however, the exploration of domestic energy resources remained a high priority with Hu 

Jintao   arguing   Chinese   officials   to   “give   equal   weight   to   economizing   and   resource 

exploitation . . . and actively developing oil substitutes”. The priority of domestic exploration and 

demand side energy measures has been vivid in China’s major energy policy documents such as 

the 2007 and the 2012 White Papers on energy policy. In parallel, both documents talked about 

China’s interest in joining forces with the international community including foreign companies, 

states, and international organizations for the development of oil and gas resources667668.  While 

China has not been giving clear priority to the external dimension in its official documents this 

does not mean that it overlooks the importance of its resource diplomacy. Since 1993 its NOCs 

have been venturing overseas, investing in oil and gas assets. According to the IEA, the activities 

of Chinese NOCs spread across more than 40 countries and in 2013 their daily production 
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reached 2.5 million barrels of oil equivalent per day. Furthermore, from 2011 until 2013, the 

overseas NOCs’ investments totaled USD73 billion in upstream mergers and acquisitions and 

USD 29 billion in long-term loan-for-oil and gas deals669. 

Given that the basic goal of China’s resource diplomacy is to ensure access to foreign energy 

resources and to safeguard their secure transportation, Beijing has been using its political and 

military clout as well as its vast foreign exchange reserves in order to secure friendly political 

environment for its companies and strike energy deals. With respect to the latter, Beijing uses a 

wide range of economic tools such as loan for oil agreements, aid and development financial 

assistance programs, and agreements for the construction of massive infrastructure projects. For 

example, in order to penetrate the Angolan energy market, Beijing offered a lucrative USD 2 

billion package of loans and financial assistance although eventually Angola distanced itself from 

China’s energy interests. Furthermore, China assisted with the construction of government 

buildings and important infrastructure such as hospitals, roads, and  railroads670. It also needs to 

be stressed that Chinese NOCs have a comparative advantage against their competitors due to the 

financial support that they receive by their government. The most recent example of China’s  use 

of its economic relations as a means to boost energy security has been the recent “One Belt One 

Road” (OBOR) initiative which includes a very large number of infrastructure projects across 

Eurasia aiming at connecting China with Europe by land and sea. The OBOR initiative aims at 

boosting regional interconnectivity, promoting development as well as energy security by closer 

energy ties among the participant countries as well as by the implementation of energy 

investments such as pipelines, and ports. 
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What is more, China has been using its political leverage and its seat at the United Nations 

Security Council (UNSC) in order to gain preferential treatment from resource rich countries. In 

the past, Beijing has utilized its veto power in the UNSC in order to protect countries such as 

North Korea, Burma, and Sudan, some of which have rich energy resources which China seeks  

to access them. For China separating politics from trade relations and respecting the principle of 

non-interference are part of the so-called Beijing-consensus which among others ensures that 

other countries will not interfere in the China’s domestic politics and in particular in issues such 

as freedom of speech and human rights. 

In the same vein, Beijing has been pursuing a very active diplomatic strategy which has 

brought Beijing close to a number of resource-rich non-Western countries such as Venezuela, and 

Russia. In  particular, feeling  growing pressure from the  US  pivot  in  Asia,  the American 

alliances with non-friendly Asian states in East Asia such as Japan and South Korea, Beijing has 

sought to consolidate its political presence west from its borders, in Middle East and Central 

Asia. Towards this end, it has established close relations with countries of important geopolitical 

and energy security importance that have problematic relations with the US such as Iran and 

Syria. For example, China valued Syria very highly within the framework of its OBOR strategy, 

calling it “cohesive force” (ning jiu li).  Among others, China acquired large equities in Syrian  

oil industry and CNPC also acquired holding minority stakes in two large Syrian oil   companies, 

and it was deeply involved in the exploration and development of Syria’s oil671. An important 

element of China’s resource diplomacy is that China has established closer energy ties with 

pariah states, such as Sudan, drawing harsh criticism for turning a blind eye to human rights 

violations committed by its energy trade partners. For China however, energy trade is “business 
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as usual” and it should not be subject to conditionality clauses dictated by the West. Among 

others, the Chinese leaders argue that their country is a latecomer in the global energy arena and 

its quest for energy resources should not be constrained by Western forces672 . In parallel, China 

has attempted to use its strong energy presence in certain countries in order to facilitate the 

resolution of crises as for example in the case of Sudan with Beijing refusing to accept peace 

enforcement operations and opposing sanctions, but at the same time trying to convince Sudan to 

be more cooperative673. 

Closely related to China’s political tools as part of its resource diplomacy is how Beijing  has 

been using its military force in order to ensure security. China has been projecting its military 

power capabilities and it has expanded its area of naval strategy from “coastal defence” to “far 

sea defence,” seeking to assert its naval presence from its coast to areas of strategic importance 

including oil transportation ports and resource rich areas. In line with Admiral Liu Huaqing’s 

delineation of a Sino-centric concept of Near Sea, Middle and Far Seas the PLAN has been 

pursuing an active military diplomacy in far seas which includes anti-piracy mission in the Gulf 

of Aden, “show flags” and port calls in the Mediterranean Sea and the Black Sea where China 

has  strategic interests 674. In parallel, PLA has been expanding military cooperation with a 

number of states including Pakistan, Bangladesh, and Myanmar emerging as a new player in 

global energy geopolitics and asserting its increasing power 675 . Among others, the aim of 

China’s military is to ensure security of energy supply, foster relations with countries of strategic 
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energy importance. In summer 2012, PLAN crossed the Suez Canal and dispatched its flotilla to 

Syria sparking speculation about Sino-Russia cooperation. The Chinese presence was   perceived 

as a proof of a more assertive Chinese military diplomacy seeking to protect strategic interests in 

Middle East and the Mediterranean, with security of energy supply being at the centre of 

Beijing’s calculation. Hence, in August 2012, the Chinese newspaper Global Times, a 

mouthpiece of CPC, in an article stressed that Mediterranean countries should become used to 

China’s naval presence676.  What is more, the Chinese Ministry of National Defence identified 

ten breakthroughs  of  China’s  military diplomacy for  2014  which  included  enhanced 

cooperation with energy rich countries such as Kazakhstan and Russia and the PLA Navy round 

tour in Africa677. More recently, in 2016, Wang Jingguo from the College of Defense Studies 

described how China has been pursuing closer military relations with major powers678. 

Being the most important region in terms of oil and gas imports, Middle East plays central  

role in China’s energy security perceptions. The resource-rich and extremely volatile region 

encapsulates the very essence of China’s hedging strategy in its resource diplomacy as Beijing 

needs to ensure access to oil and gas in Middle East, ensure their safe transportation and in 

parallel mitigate the risks which stem from the certain region and the American presence. On top 

of this Beijing recognizes the important role of the US in the region and hence, it recognizes the 

necessity to pursue its resource diplomacy without provoking Washington. 
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As it was analysed in the previous chapter, Middle East remains the most important source  of 

energy imports with almost 50 percent of Chinese oil imports coming from the certain region679. 

Saudi Arabia has been China’s most improtant energy partner with Oman, Iran, and Iraq 

following. 

Table 7.1: China’s Oil Imports 2014 

 

Source: US Energy Information Agency (2016) 

Beijing’s strategy towards this region can be very well characterized as hedging, something 

that was identified by Salman et al. (2015) who studied China’s resource diplomacy in Middle 

East within the framework of strategic hedging. In this context, from one hand the Chinese  

NOCs have expanded aggressively in the region seeking to establish monopolistic situations with 

Beijing working towards the establishment of a long-term favourable climate through closer  

trade and investment ties, military cooperation, and even cultural exchanges. Being concerned 

that energy imports from the region might be jeopardized due to instability in Middle East or as a 
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result of American unilateralism, Beijing used its economic, political leverage to hedge against 

such scenarios. 

At the same time, Beijing had to calculate the role of the US as its energy relations with the 

Middle East countries have been mostly triangular. While under President Bush the US had a 

very active and disruptive presence in the region with the war against Iraq, the decision of the US 

President Obama to abandon unilateralism and focus on Asia created a vacuum that China sought 

to fill in. At the same time the Chinese leadership recognized that it would be counter-

effective  to openly challenge the US in the region680. Besides, Beijing was neither willing nor 

ready to deal with piracy in the Indian Ocean and off-the Strait of Hormuz, neither to solve 

complex issues such as post-war Iraq. 

Saudi Arabia has been China’s largest oil supplier during the last decade and in Chinese eyes 

it has been a reliable energy partner. The Kingdom in turn, after receiving harsh criticism for 

allegedly sponsoring terrorism against the West had been shaken and it was compelled to balance 

against Washington through closer relations with Beijing. As the interest for closer ties was 

mutual, Saudi officials have repeatedly affirmed Beijing that they can provide China with all the 

oil it needs, they have established an energy research think tank, King Abdullah Petroleum 

Studies and Research Center, which largely focuses on China’s energy policy and among others 

they participated in a joint venture refinery in China’s Fujian Province, where Saudi oil is 

processed as well as in a joint venture with Petrochina at Yunnan for the construction of a 

260,000-barrel- a-day refinery681. Similarly, China moved decisively to penetrate the post-war 

energy market of Iraq with CNPC becoming one of the most important energy producers in the 
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region as it has been developing together with BP the Rumaila oil field which accounts for more 

than thirty percent of the country’s output682. 

While energy relations with Saudi Arabia and Iraq have been not so complicated from a 

political and security perspective, Iran has been a hard hedging exercise. During the examined 

period China has significantly expanded its energy foothold in the country trying to keep a 

balance between Iran and the US as both sides sought for China’s support especially after 

tensions in relations between Iran and the West mounted. Against this pressure China sought first 

to consolidate its position in order to meet its energy goals and latter limit any possible damage in 

its relations with Washington 683 684. Hence, it was disassociated from the US proposals for 

sanctions against  Tehran and made itself of strategic importance to  the  Iranian    leadership.  In 

parallel, Chinese energy investments in the region skyrocketed from USD 0.09 billion in 2001 to 

USD 21.75 billion in 2007. At the same time however, China was keeping an open line of 

communication with the US about Iran and as the two countries were bargaining for a solution, 

the Chinese leadership asked its companies to delay some of the energy agreements such as the 

South Azadegan project and the South Pars gas field that were halted by CNOC. The Chinese 

decision to pullback from some of the agreements was the outcome of the US sanctions as some 

Chinese companies are US-listed but also the result of Sino-US negotiations, as Washington 

proposed to Beijing increased access to other countries such as Saudi Arabia and the United  

Arab Emirates685. 
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The Chinese resource diplomacy, which includes economic leverage, political and military 

cooperation, and contribution in infrastructure projects, should be also examined within the 

framework of China’s periphery policy. Apart from targeting resource rich countries in Middle 

East, Africa, Latin America, and Central Asia, Beijing has been attaching particular importance 

to its neighbouring countries. While China had not adopted a certain “periphery policy” until  the 

1980s, since then, it has gradually put in place a “good neighbouring policy” focusing on 

countries with geographical proximity many of which are of particular importance vis-a-vis 

energy security such as Central Asian and South East Asian states. For example, closer energy 

relations with the energy rich Kazakhstan and the construction of the pipeline connecting Burma 

with Yunnan were deemed as an optimum policy that would help Beijing diversify its energy 

sources  and  mitigate  energy security  risks  stemming  from  the  “Malacca  Strait Dilemma”686. 

China’s energy strategy towards neighbouring countries has been closely intertwined with its so-

called pipeline diplomacy which seeks to bypass the Malacca Strait for its energy shipments. 

Towards this end, Beijing has been promoting the construction of a vast network of pipelines that 

bring oil and gas to Mainland China. 

Apart from the pipelines which bring Caspian energy resources, China has been pursuing its 

pipeline diplomacy towards Pakistan and Myanmar. Regarding the former, China and Pakistan 

have embarked on a very ambitious economic cooperation framework under the title China– 

Pakistan Economic Corridor (CPEC) which includes infrastructure projects of estimated value 

equal to USD46 billion. CPEC includes numerous energy infrastructure projects such as LNG 

infrastructure and an intended gas that will connect Pakistan’s port Gwadar which plays a 

strategic role to China’s OBOR plans with inland Pakistan in Nawanshahr allowing China to 
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transport gas bypassing the Malacca Strait. Despite economic constraints as well as political and 

security challenges, CPEC can be a useful tool for China in its attempt to diversify its energy 

transportation routes and to a lesser extent diversify its energy supplies687. 

What is more, Beijing has cooperated with Myanmar in order to transport oil and gas into 

Mainland China. Using its economic and political influence, China succeeded to  have  

PetroChina to agree with the government of Myanmar to purchase gas for a period longer than   

30 years. One year later NDRC endorsed a plan for the construction of Sino-Myanmar oil and  

gas pipelines and in 2008 the two countries reached an agreement that was eventually inked in 

2009. The two pipelines will connect Myanmar’s port of Sittwe with the Yunnan province, in 

Kumming. Things however have been far from rosy and as a result of strained bilateral relations 

the pipeline has not been operational although it was concluded in 2014. In April 2017, however, 

the two governments reached an agreement to open the oil pipeline that would help the country 

diversify oil supply routes688 

                                 Figure 7.1: China’s Trans-Myanmar Oil and Gas Pipelines 

                         Source: Reuters (2010) 
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It becomes clear that China’s resource diplomacy can be characterized as primary statist as 

for many years Beijing has been considering security of energy supply and resource diplomacy as 

being too important to be left at the hands of the markets689. Furthermore, this statist approach of 

China has been underscored by the fact that Beijing appeared to prefer oil and LNG to be shipped 

by Chinese companies and Chinese flagged ships. For example, according to Downs 

(2004), officials from the DRC, SETC and Beijing University preferred equity oil from oil 

that would be purchased in the markets as they consider it to be a more secure policy option. 

Consequently, they have been supporting the increase of equity oil in China’s energy mix despite 

the higher transportation cost. In particular, equity oil has been preferred because it mitigates 

price risks as it provides enhanced predictability about oil price and extraction costs. 

Furthermore, it is often deemed as a cheaper option because the investor is involved in all stages 

of upstream and transportation and it eliminates middlemen. These arguments however can be 

contested from an economic perspective, as the comparison between market oil price and equity 

oil price depends on market conditions. Furthermore, according to Downs (2004), Chinese NOCs 

have a long record of overpaying for equity oil and according to the author, equity oil does not 

guarantee security of energy supply more than oil purchased in markets in times of crisis, as the 

ability for an oil shipment to reach China will depend on the characteristics of the crisis. Given 

the fact that Downs’ much-cited paper was published in 2004 it depicts Beijing’s mistrust 

towards energy markets and its preference to security of energy supply even at the expense of 

economic sustainability of energy investments. 

The strategic orientation of China’s quest for oil abroad, does not mean that NOCs are totally 
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sidelined  as  their  decisions  have  been  primarily taken  by them  on  the  basis  of profitability 

prospects, competition from foreign companies, political risks, and technical issues. The NOCs’ 

approach has often come into conflict with the aspirations of the Chinese government. For 

example, while the government has been favouring research and development for the extraction 

of oil and gas in new fields, a choice which entails risks for the involved companies,  NOCs 

prefer to invest in less costly equities in existing fields690.   This divergence of interests among 

NOCs and also the government was also illustrated in the case of competition between Sinopec 

and CNPC for the construction of an 1385-mile oil pipeline in Sudan that took place in the late 

1990s and early 2000s. Sinopec was able to outbid CNPC due to its strategic alliance with foreign 

companies despite the support of CNPC from China’s central government. The competition 

between the two NOCs put Beijing in a rather awkward position and it underscored that Chinese 

NOCs can occasionally defy the aspirations of the central government691. 

As is the case with China’s energy security approaches, the resource diplomacy of Beijing has 

not been monolithic as the statist approach of projecting hard power and pursuing mercantilistic 

resource diplomacy have been merely one part of it. Against the realist approach towards 

resource diplomacy, there has been an increasing number of voices arguing that China’s energy 

security is better served through integration with global markets and the adoption of market-

based approaches to resource diplomacy. This has been in line with the official position of 

Chinese leadership as for example in the 2006 EU-Asia Summit Wen Jiabao stressed that 

“Geopolitics should not stand in the way of energy supply and energy should not be politicized”. 

In fact, China’s most important energy policy papers such as the 2007 and the 2012 White Papers 
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on energy policy, highlight China’s commitment to global energy markets and to international 

cooperation playing down geopolitical approaches in resource diplomacy 692693. According to a 

number of interviewees this has to do with the fact that China has become increasingly confident, 

also its energy policymakers have become more knowledgeable about the reality of energy 

markets694. 

The reasoning for this inconsistency can be traced in China’s overall political posture   trying  

to promote itself as a responsible and market-oriented energy security actor, which adheres to 

liberal and market-based values on energy policy and promotes international cooperation. This 

approach was largely vivid during the 2016 Global Forum on Energy Security were geopolitical 

aspects of China’s energy diplomacy attracted minimum approach. What is more, Beijing seeks 

to ensure the international community that it is a responsible market-based energy player in order 

to downplay the concept of China’s threat. For many years the international community has been 

alarmed by China’s aggressive resource diplomacy with mounting fears about China taking all 

the oil and gas from the market or that Beijing seeks to alter the global energy architecture or 

even that Chinese resource diplomacy might lead to a war. Against this backdrop, Beijing needs 

to balance between Deng’s historic guidelines of peaceful rise, the need to re-assert that China’s 

century of humiliation is over but also the Chinese narrative that China has been a latecomer in 

the global energy market and hence, it has no other choice but to go where its competitors are not 
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present.                     

In a similar vein, China has been evolving its relationship with international energy 

organizations as well as its commitment to global energy governance. Until the late 1990s 

China favoured bilateralism, was rather sceptical towards international organizations thinking 

of them as West-dominated institutions and it was reluctant to join the IEA. Gradually 

however, as the attention of Beijing focused more on demand side measures and less on 

energy geopolitics and in tandem with growing interdependence between China and the 

outside world, Beijing stepped up its interest in global institutions and global energy 

security governance.  

As a result, while the 10th Five-Year Plan did not include any major provisions about 

international cooperation and the 11th Five-Year Plan entailed merely some vague and subtle 

support the 12th Five-Year Plan stressed China’s commitment to global energy security 

governance. Chapter 11 which describes China’s energy policy and Chapter 21 which analysed 

responses to climate change underscored that Beijing attaches a lot of attention to international 

cooperation 695 . Similarly, the 13th Five- Year Plan reaffirms China’s commitment to 

international organization and interest in becoming a key influencer in global energy security 

governance696. China’s reapproachment of international institutions and its interest in global 

energy security governance was also reflected in the decision to become an Association Member 
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of the IEA in November 2015 as well as its enhanced cooperation with other international 

organizations such as the International Renewable Energy Agency, the International Energy 

Forum, and the World Energy Forum. In this framework, the NEA and other energy 

policymaking agencies of the Chinese government has been particularly active and open to 

synergies with foreign countries’ agencies and institutions. In parallel, however, China 

recognizes that the existing international energy architecture is dominated by the West and as a 

result Beijing seeks to influence and reshape the current status quo through its enhanced global 

presence, but also via the introduction of international organization which are controlled by 

China such as the Asian Investment and Infrastructure Bank (AIIB) and the SCO. What can be 

understood here is that China does not seek to undermine the importance of international 

cooperation and the existing institutions but instead it questions the value of the existing 

institutional structure which is dominated by the West, and it seeks to supplement it with its own 

institutions if not substitute it in total. This is in line with the recent aspirations of China’s 

President Xi Jinping to present China as a guarantor of globalization. 

An additional reason why China has been balancing between strategic and market-based 

approaches vis-a-vis its resource diplomacy has been the US and the role of their bilateral 

relationship in China’s energy security. According to Zweig (2016), China’s external energy 

security relations have been triangular because wherever China goes to establish energy 

partnerships, the US is already present as a friend or even a foe forcing Beijing to take the 

American factor into consideration in its resource diplomacy. This has been the case for a wide 

number of countries such as Nigeria, Kazakhstan, Venezuela. What is more, as it has been 

already analysed, the US has been also a guarantor of China’s energy security by ensuring 

freedom of navigation in SLOCs but also a threat through the already analysed “Malacca Strait 
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Dilemma” and the “China containment” theory.  As a result, China has  been trying to  balance 

against the US without openly provoking it697. The Chinese plans have been further exacerbated 

by a lengthy securitization process of energy which involved China and the US and occurred in 

multiple occasions as for example the UNOCAL purchase and the US presence in the Strait of 

Malacca. 

Against this backdrop, China sought from one hand to diversify its security supplies, balance 

against Washington by boosting its military capabilities, establishing strategic partnerships, and 

promoting new international and regional institutions but at the same time it attempted not to 

overly challenge Washington. Hence, China has been pursuing a hedging strategy towards the US 

which includes balancing and engagement. Towards this end, it seeks to promote a dual phase of 

an actor which has the muscles to balance against the Americans, but at the same time it is liberal 

and supportive to market-based values and consequently Washington has nothing to be afraid of. 

 

7.5  Conclusion 
 
Contrary to conventional wisdom, China’s energy security strategy is neither purely strategic 

nor absolutely coherent. It involves a large number of actors with diverse priorities and 

understanding of energy security. A closer look reveals that the domestic dimension is the most 

important driving force behind it, not only because domestic production covers the lion’s share 

of energy consumption but also because it is the point of reference for China’s energy 

dependence and its external energy relations. 

Despite the fact that China’s energy security governance mechanism has been fragmented 
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and inefficiently decentralized, the existence of CPC and its relatively firm control of the energy 

governance mechanism ensures that existing flaws do not lead to cases of defiance that would 

pose a serious risk to China’s energy security. For example, while NOCs have gained increasing 

manoeuvring space and the PLA still adopts a hawkish approach on energy security, the Party 

and the government have been able to pursue their policies and they have been setting the 

overall direction of China’s energy security strategy. 

China’s energy security strategy is determined by the country’s economic challenges and 

energy security challenges. Hence, while until the early 2000s China was focused on domestic 

energy production, it then shifted its focus on the geopolitical dimension of booming oil 

dependence and more recently it has given priority to the transforming its energy market by 

meeting higher standards of energy efficiency, energy conservation and renewable energy in 

the country’s energy mix. The driving force behind these changes can be largely traced back to 

domestic politics and energy needs. Hence, Beijing’s first priority was initially to fuel its fast 

growing economy with domestically produced oil and it became concerned about imports 

dependence only when it was unable to meet the market requirements due to oil price spikes 

and high energy inefficiency. The dominant role of the domestic dimension of energy security 

is also reflected in the statement of Hu Jintao at the 2006 G8 Summit where he coined the 

notion of the “New Vision of Energy Security” in the following terms: “The fundamental 

content of energy strategy of China is that keep making energy use efficiency as the top 

priority, centre on the domestic condition, make diverse development, protect environment, 

strengthen the international mutually beneficial cooperation, economic and clean energy 

supply system….to jointly  maintain the global energy security”698. Therefore, it becomes clear 
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that China seeks to use domestic dimensions of energy security and in particular market-based 

approaches in order to ensure a resilient energy system and through this to mitigate external 

energy security risks and promote its international profile. 

But even the geopolitical dimension of China’s energy security has been partially dictated 

by domestic concerns not just because energy security has been a prerequisite for domestic 

stability and the survival of CPC but also because the geopolitical narrative is framed by 

domestic forces. In particular, the “Malacca Strait Dilemma” has been detrimental in the 

design and implementation of China’s energy security strategy and it has been framed by 

Chinese political elites and it is part of the overall US “containment strategy” theory which 

aims at a domestic audience. In parallel, certain segments of China’s  energy security 

policymaking mechanism such as PLA have been promoting this narrative in order to maintain 

their position in the discussion table, have access to more resources, and promote their agenda. 

After a period of securitization of energy, China has been seeking to move closer to 

international markets and adopt a profile which reflects adherence to liberal norms and 

international cooperation. As of today, the “Malacca Strait dilemma” is presented as an 

obsolete narrative and Beijing has embarked on a very ambitious program for the promotion of 

green energy and demand-side measures. 

In parallel, following a period of impressive activity that led to multiple and big energy trade 

deals, the construction of vast pipeline networks, and other energy infrastructure projects have 

led, China’s resource diplomacy has been focusing less on agreements that would bring more oil 

and gas to China. It is paying more attention in exporting China’s overcapacity production 

outcome, the development of higher capabilities in renewable energy, and transfer of 
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technology. What is more, China has been trying to ameliorate its past assertiveness in accessing 

oil and   gas abroad with assurances about its peaceful rise and its interest in promoting the 

values of globalization in global energy security governance. 

This strategy fits with the strategic framework of hedging because Beijing adopts multiple 

long and short positions in order to boost its energy security. Hence, from one hand Beijing has 

been balancing against the US and the failure of global energy markets and in parallel, it 

engages Washington cooperating on various issues and even importing fossil fuels from 

Washington and it has been confirming its support to market-based approaches on energy 

security. This is part of China’s overall hedging strategy according to which Beijing has been 

balancing against the West, but at the same time it has been appeasing and engaging them in 

order to enjoy the merits of the existing international energy architecture but also as it does not 

want to provoke a standoff in its relations with the West. In parallel, China’s hedging strategy is 

underpinned by domestic  realities as for one thing China currently has secured the oil and gas 

which is needed by its economy. Consequently, while the overall geopolitical challenges in 

Middle East and the US- China relations have not eclipsed Beijing can be more confident about 

the urgency of security of energy supply. Instead, it can focus on more pressing issues such as 

climate change where it needs the cooperation of the West. 

All in all, China needs to mitigate multiple risks which are often conflicting, including oil 

price risks, market failures, environmental risks, instability in its Western border which can be 

addressed by development policies that include energy infrastructure projects. Therefore, a 

hedging strategy which mitigates these risks while not “putting all eggs in one basket” is an 

optimum solution. In line with this, one needs to take into consideration that Chinese energy 

policymakers have become more sophisticated as well as the political necessity to present itself 
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as a peaceful and responsible actor have led China to present itself as paying more attention to 

market-based approaches and to give priority to demand side measures. 

As it can be seen in the table below, China’s hedging strategy includes both risk-contingency 

and insurance policies. Furthermore, despite the existence of diverse approaches on energy 

security governance, the prominent role of the Chinese government and the Party ensures that 

these hedging policies are not the outcome of a political compromise or the random outcome of 

diverse policy options, but they form a hedging strategy which is determined, designed, and 

executed by the Chinese leadership. 

Table 7.2: China’s Energy Security Hedging 
 

Subject/ 
Country 
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Strategy 
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Economic 
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approach on 
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security 
governance 

China-West 
energy relations 

Extensive 
cooperation, 
clear superior- 
subordinate 
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Degree of power rejection Degree of power acceptance 
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8 The Energy Security Complex of the Caspian Sea Region 
 
China and the EU may have not engaged in a bilateral energy security partnership in terms 

of energy trade, yet they have found themselves intertwined in an energy security complex 

which extends from East China to European Union. This paves the way for challenges and  

opportunities that might affect their bilateral dialogue. According to Buzan and Waever (2003), 

an ESC is “a set of units whose major processes of securitization, de-securitization or both 

are so interlinked that their security problems cannot reasonably be analysed or resolved apart 

from one another”699. Therefore, when exploring an ESC, one should expect to discover a 

constellation of countries which are connected through pipelines and energy trade relations and 

whose energy security relations, distribution of capabilities are so closely intertwined that they 

cannot but be examined altogether 700. What distinguishes the formation of an ESC is the 

securitization of energy needs of the participant countries as well as the amity and enmity 

patterns between them. 

In order to define the Caspian ESC that will be used by the dissertation, we need first to identify 

its geographical delineation and explore how China and the EU are connected. It is important to 

identify such patterns of behaviour and distribution of power that it will make it impossible to 

understand the behaviour of the system by merely examining the behaviour of its constituent 

parts. Furthermore, in order to validate the existence of an ESC, there will need to be a 

sustainable pattern of inter-subjectively constructed energy security challenges in the narrative 

of the respective states. This process of securitization can take the form of speech act, lobbying, 
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and invocation of historical memory or populist sentiments. Given the fact that the proposed 

ESC includes major existing and proposed pipeline network with transit countries, one should 

expect that it will include triangular and in some cases quadrilateral relations that will 

incorporate energy importers, energy exporters, transit countries, and competing countries. 

8.1  Overview and Distribution of Capabilities 
 

The Caspian Sea region includes Azerbaijan, Iran, Kazakhstan, Russia, and Turkmenistan, 

which are the countries with access to the Caspian Sea. The region is one of the oldest and 

richest energy producing in the world and it is endowed with vast oil and gas proven reserves 

offshore in the Caspian Sea as well as onshore in the littoral countries. In parallel, it is part of 

the former  USSR,  which  is  characterized  as  “the  most  complex  case  for  regional  

analysis”701. According to the EIA estimates the region hosts 48 billion barrels of oil and 292 

trillion cubic feet (Tcf) of natural gas in proved and probable reserves and the average oil 

production   exceeds 2.5 million barrels per day. Offshore fields account for 41 percent of total 

Caspian crude oil and 36 percent of natural gas. Overall, the majority of oil reserves are placed 

in the northern part of the Caspian Sea and most of the largest part of natural gas reserves lies 

in the southern part of the Caspian Sea. 

Table 8.1: Caspian Sea Region Oil Production (2000-2012) 
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Source: US Energy Information Administration 

 

Table 8.2: Caspian Sea Region Natural Gas Production (2000-2012) 

Source: US Energy Information Administration 
 

During the USSR era, oil and gas industry was a basic pillar of the Soviet economy as it was 

the backbone of the barter trade in the Communist bloc and it offered the necessary leverage for 

Russia to maintain its grip of power. In parallel, one of the crowning achievements of the Soviet 

energy industry was the establishment of a vast network of pipelines that connected the remote 

Soviet production fields to Soviet Union, Eastern Europe as well as to Europe. Following the 

demise of the Soviet Union, Russia inherited approximately 46,000 km of crude oil pipelines 

and 152,000 km of natural gas pipelines702. Hence, the only available pipelines in the Caspian 

States would travel to Russia and as a result the Caspian energy were conducted through 

Moscow. This made the newly established countries heavily dependent on “Mother Russia”. In 

particular, an oil pipeline would connect Baku with to Novorossiysk on the Black Sea. This 
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allowed Russia to exploit its position by reselling the Caspian oil and gas at considerably higher 

prices. To make things even worse, the Caspian states suffered from dire technological capacity 

and high political, economic and military dependence 703. The Caspian states had no influence 

over a highly centralized decision-making process of the Russian energy. As a result, Russia 

was able to maintain a hegemonic position in the energy market of the former Soviet Union. 

While Regional Security Complexes (RSCs) presuppose geographical proximity of its 

members, ESCs can incorporate distant countries whose energy security is closely intertwined 

with the other members due to close energy relations. This includes energy trade as well as 

energy transportation, which also entails economic and potentially geopolitical gains. It also 

needs to be stressed that energy relations can include any form of energy trade, regardless of the 

transportation method although pipelines lock countries in more close interdependence. As a 

result, starting from the early 2000s the Caspian ESC went through what Buzan and Waever  

labelled as external transformation with the incorporation of China and the EU704. 

China is connected with the Caspian Sea region via multiple pipelines, the most important 

of which are the Kazakhstan-China oil pipeline and the Turkmenistan-China gas pipeline. The 

former brings oil from Kazakhstan’s Caspian shore to Xinjiang in China while the latter, which  

is also known as Central Asia-China (CAC) gas pipeline, starts at Turkmen-Uzbek borders and 

runs through central Uzbekistan and southern Kazakhstan before reaching Xinjiang in China. In 

parallel, China maintains a long and multifaceted energy relationship with Russia which 

includes a number of operating and projected oil and gas pipelines, including Power of Siberia 

1 and 2, East Siberian-Pacific Ocean (ESPO) oil pipeline, and high volume of energy trade with 
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the Caspian States. Hence, in 2014 China imported 13 percent of its crude oil imports from 

Russia and Kazakhstan and 44 percent of its total gas imports originated from 

Turkmenistan705706. In parallel, EU maintains closer oil trade ties with Russia, Kazakhstan and 

Azerbaijan which  in 2014 supplied approximately 42 percent of the EU oil imports. The same 

year, Russia accounted for 37 percent of the EU natural gas imports. Furthermore, the Southern 

Gas Corridor, when constructed, will be the first pipeline that will bring non-Russian natural 

gas to the European markets. 

Interdependence among states in an ESC means that energy importing countries are very 

important for the energy exporters vis-a-vis their security of energy demand. Therefore, in 

2015, Russian’s gas exports to the EU accounted for more than 55 percent of the country’s gas 

trade while most of Russian crude oil (70 percent) was exported to European countries, 

particularly Germany, Belarus, the Netherlands, and Poland. In addition, Russia has been 

using Caspian oil and gas for many years in order to support its energy industry. Similarly, 

China, accounted for a growing share of Russian exports to Asia, which in 2015 amounted to 

28 percent707 

For Kazakhstan, in 2015 European markets accounted for more than three quarters of its 

oil exports and China’s share was 16 percent708. In parallel, the share of the energy industry to 

the country’s GDP increased from 3.7 percent in 1997 to 14.7 percent in 2006 and up to 25.8 
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percent in 2011709. Azerbaijan in turn, whose economy relies heavily on oil and gas exports 

sells most of its oil via the Baku-Tbilisi-Ceyhan (BTC) pipeline to European markets and the 

majority of  its booming gas production to Georgia and Turkey via through the South 

Caucasus Pipeline (SCP) which is also called Baku-Tbilisi-Erzurum (BTE) pipeline. With the 

completion of the South Corridor it is expected that the energy relations between Europe and 

Azerbaijan will be beefed up with 10 bcm per year in 2025, albeit this number remains 

contested710. Finally, China’s share in Turkmenistan’s gas exports is more than 60 percent 

with Russia ranking second with 22 percent711.  Furthermore, Russia has been for many years 

the main gateway for Caspian exports; the China-Turkmenistan pipeline crosses Kazakhstan, 

while Ashgabat has expressed its interest in joining Azerbaijan and the EU in the Southern 

Gas Corridor. 

Therefore, it becomes apparent that the energy relations of the proposed ESC countries are 

highly interconnected. On top of this, closer energy relations between the Caspian ESC 

countries have resulted in closer economic and development relations including enhanced 

trade and investment exchange programs, infrastructure economic assistance provided by 

China’s and EU bilateral and regional programs such as OBOR and the European Energy 

Partnership. 

 
8.2 Securitization and Amity/Enmity Patterns 
 
Close energy relations and pipelines however do not necessarily imply the existence of an 
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ESC, as the latter presupposes the combination of amity/enmity patterns and the securitization 

of the energy links between the participant countries. With respect to the former, interstate 

relations have been very complicated and have undergone a process of securitization including 

energy as well. The starting point with the conceptualization of the amity and enmity patterns in 

the Caspian ESC is the fact that the states were part of the former Soviet Union. As a result, 

therehave been strong ties of any kind and at any level between Caspian states and Russia as 

well as between them. For one thing, Moscow considers the region to be part of its sphere of 

influence  as the region lies at the Russian backyard. Since 1992, countless Russian statements 

argue that Eurasia should be a sphere of exclusively Russian interests and hence it should be 

regarded as such. Especially after the election of Vladimir Putin, Russia has pursued an almost 

neo- imperialist policy trying to keep a firm grip of power in the region, subordinate the 

integration process of the Caspian states and contain the expanding interests of China and the 

EU. For Kremlin, the importance of the region was of national importance as according to 

Putin, the demise of the USSR had been a geopolitical catastrophe712. 

In this context, energy has been at the centre of Russian calculations with Kremlin seeking  

to control energy flows and partnerships for a number of reasons. The Russian Ministry of 

Foreign Affairs identified energy politics as the basic energy policy choice for balancing against 

the growing influence of the West to the region, but also for establishing a bulwark against 

Chinese encroachment 713.  In  1997,  the  Russian  Ambassador  to  the  Czech  Republic 

directly connected Russian gas exports to the Czech Republic with the possible NATO 
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membership of the country. Later, the early 2000s were a turning point for the securitization of 

Russian energy politics and consequently of the energy landscape in the Caspian region, with 

gas being at the spearhead of the Russian energy strategy that would shore up Kremlin’s power 

domestically and internationally. In 2000, President Putin, speaking before the Russian Security 

Council, proposed to make the Russian energy industry the prime engine for strengthening the 

national economy and he identified world leadership in energy as Russia’s mid-term goal. 

Putin’s stated goal was to establish what he named as “energy super state” in a 2005 meeting of 

the Russian Security Council. In line with his aspirations, the official Russian energy strategy 

that was published in 2003 highlighted the importance of “great energy resources” as an 

“instrument of carrying out internal and external policies”714. In line with this, in 2005, the 

Russian state news agency RIA Novosti described how “gas  attacks”, the  Russian denotation 

for  energy weapon, is  used  as  a coercive or punitive tool715. This was a clear message that for 

Moscow energy was not just one more commodity but rather a commodity of strategic 

importance. 

As a result, it has been inevitable that energy relations between Russia and the Caspian 

States would become securitized. According to Russian calculations, closer energy relations 

between the Caspian states and other countries might deprive Russia from vital energy revenues 

as for example in the case of the EU interest in diversifying its energy imports and include 

Caspian gas in its energy mix. What is more, closer energy trade between Caspian states and 

countries other than Russia would increase the maneuvering ability of Caspian states vis-a-vis 

Russian strategy. As a result, Kremlin views with suspicion the EU attempt to construct the 
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Southern Gas Corridor, it remains concerned of the increasingly important role of China in 

Kazakhstan and Turkmenistan, and it considers the military and political role of the US in the 

region as a threat. 

Later in 2008, the then Russian PM Medvedev labelled Central Asia as an area of 

“privileged interest for Russia and he warned that US-led efforts to divert Central Asian gas 

away from Russia, implying most likely the South Caucasus Pipeline (SCP), would undermine 

Russian national interests716. According to the exiled Russian tycoon Khodorkovsky (2002), oil 

and gas have been of strategic interest for Russia and hence, Kremlin had been ready to continue 

bearing high economic costs in order to ensure that it would not lose control of Caspian oil. In 

line with Khodorkovsky, Andrei Groznin, Head of the Department on Central Asia and 

Kazakhstan at Russia’s Institute for Commonwealth Independent States, admitted in 2005 that 

Russian policy choices in the region could be labelled as neo-imperialist and in many cases they 

could not conform to economic logic717. 

In parallel, for many years Russia maintained strong political, cultural, economic, and 

security ties with most of the Caspian States as a legacy of the USSR era. This has been the case 

especially among elites who have been determining the energy security policies of authoritarian 

countries such as most of the states of the Caspian ESC. For example, the  Kazakh President 

Nazarbayev joined the Soviet Communist Party from his early years, and he rose to power with 

the support of Soviet Union, he maintained close ties with Yeltsin and Gorbachev and has been 

instrumental in maintaining close ties between the two countries. 
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Similarly the first President of Turkmenistan Saparmurat Atayevich Niyazov, also known as 

the Turkmenbashi was first Secretary of the Turkmen Communist Party in 1985 and continued to 

lead Turkmenistan for 15 years after independence from the Soviet Union in 1991. Although he 

supported the 1991 coup in Soviet Union and maintain a firm policy of neutrality yet at different 

occasions he expressed interest in offering a more privileged status to Kremlin as compared to 

other countries.  Hence, despite  the  firm  neutrality of  Ashgabat  on  foreign  policy and some 

thorny issues such as the Russian minority living in Turkmenistan as well as the declining 

military role of Moscow in the country, Niyazov maintained cosy relations with the Russian 

elites. In 2002, Turkmenistan’s isolation reached its peak following the international outcry for 

Niyazov’s violent reaction to an unsuccessful assassination attempt, Ashgabat turned to its sole 

significant international partner, Moscow718. All in all, Ashgabat considered Russia as the  main 

source of support for the Turkmen regime, something which remained the basic narrative of   the 

Turkmen foreign policy after Gurbanguly Mälikgulyýewiç Berdimuhamedow came to power 

following the death of Niyazov719. 

Like Russia, Caspian countries have been also approaching security of energy security as 

vital to economic and political stability and consequently security of energy demand has been a 

prerequisite for the survival of the respective political regimes. Interestingly however their 

energy security narrative does not entail an eclectic process of securitization at least similar to 

that of Russia. In parallel, a number of parameters such as distribution of energy capabilities in 

the region, the identification of energy security as an issue of national security, the dependence 

on certain countries and most importantly the application of multi-vector energy diplomacy 
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towards big powers reinforce the conceptualization of the Caspian ESC. 

Kazakhstan emerged from the Soviet Union with an explicit commitment to establishing a 

market-economy status and pursuing a multi-vector foreign policy seeking to keep Moscow 

close while at the same time to avoid Russian domination in the newly established state. In this 

context, the Kazak leadership had been concerned on the dependence of the domestic energy 

sector on Russia for the transportation of oil and gas720. The imbalance in their energy relations 

was mirrored in the oil export quotas imposed by Transfet, which operated the Russian pipeline 

and it deprived Kazakhstan from additional energy revenues. This, together with the Russian 

refusal to expand the capacity of the Caspian Pipeline Consortium, which connects Kazakhstan’s 

Kashagan and Karachaganak oil field with the Russian coasts in the Black Sea, but also the 

projections for a national oil output of 150 million tons, compelled Astana to seek alternative 

export options. Consequently, Kazakhstan opted for the BTC pipeline, which connects with 

Turkey’s Ceyan through a pipeline with a total annual capacity of 50 million tons. The BC 

pipeline was strongly lobbied by the US and supported by the EU and certainly it met the 

Russian opposition. Moreover, the Kazakhstan-China gas pipeline was constructed in 2005 and 

it sends to China 16 percent of the country’s oil exports. The project has been a priority for both 

countries but on   the other hand, it is deemed by Moscow as a key tool of the Chinese 

infiltration in the region721. Similarly, Kazakhstan sought to reduce dependence on Russia for its 

gas exports by connecting the Central Asia-China pipeline, which starts from Turkmenistan and 

brings Caspian gas to China. These pipelines can be approached from multiple angles as the 
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boost Kazakhstan’s energy exports options, they limit Russia’s leverage in the region and they 

boost the energy security for China and to a more limited extent for the EU. 

For Turkmenistan, securing enough energy demand has been incremental to the country’s 

economy. For many years Ashgabat remained under the monopoly of Russia with Moscow using 

Turkmen  gas  for  its  energy  exports  as  well  as  for  domestic  energy  consumption. 

Security, politics, and energy trade are closely intertwined in their bilateral relationships and the 

finalization of the 25-year gas agreement signed by Niyazov and Putin in 2003 was the outcome 

of the strategic decision of Niyazov to seek support from Russia in order to mitigate the threat of 

international political isolation as a result of the regime’s violent assassination attempt in the 

aftermath of a highly controversial and contested assassination attempt against Niyazov on 

November 25, 2002. This led to a Russian hegemonic position in the energy market of the 

country in exchange for political stability. 

Things however took a downturn and dependence on Russia became a major liability and 

eventually a security threat for Turkmenistan for a variety of reasons. Russia has been importing 

gas from Turkmenistan to buttress its own production in order to cover the demand from its 

European customers. The 25 years agreement provisioned increase of Turkmen gas exports from 

approximately 6 bcm per year to 70-80 bcm per year, but Gazprom never purchased more than 

45 bcm per year. Later in 2010, a new agreement on 30 bcm per year imports was signed but 

again Russia never bought more than 10 bcm per year. Given the sluggish European economy 

and the ongoing crisis in Ukraine, Russian production capacity is currently 20 percent higher 

than the actual demand. Hence, in 2014 Gazprom announced its plan to give up gas imports from 

Turkmenistan and in February Gazprom announced its plans to cut the volume of natural gas 
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imports  from  Turkmenistan  from  10  bcm  per  year  to  4bcm  per  year 722. Furthermore, 

price disputes have led Russia to accept higher prices in order to meet its energy security goals 

yet this came at the expense of future purchases. Furthermore, an explosion the Central Asia-

Tsentr-4 pipeline that connects Turkmenistan to Russia in April 2003 brought tensions between 

the two countries with Turkmen officials pointing towards Gazprom's subsidiary in 

Turkmenistan, Gazpromeksport for decreasing the volume of gas it was drawing via the pipeline 

without previous notification while Russian officials blames Turkmenistan’s aging pipeline 

network. Both sides however attempted to use this event as a sign of discontent regarding their 

relations with Turkmenistan seeking to signal to the EU for its interest  in  beefing up energy 

talks723.  .  In  fact,  this  is  not  the first  time that Ashgabat using the tactic of sending messages 

to potential energy counterparts; in 2016 the Turkmen Ambassador stated in Beijing, before a 

largely Chinese audience, that by 2020 Turkmenistan will be selling  all the quantities of gas to 

the EU which are under negotiations between the two sides. This was an implicit message 

towards Beijing that Ashgabat can access alternative energy importers724. 

The reason behind the abovementioned statement has been the fact that in order to ensure the 

necessary energy revenues and decrease its dependence from Russia, Ashgabat entered into a 

strategic energy partnership with China based on a 2006 agreement on the construction of the 

Central Asia-China gas pipeline with a capacity of 55bcm per year and an agreement for the 

delivery of 30 bcm per year gas from Turkmenistan to China for 30 years. Apart from energy 
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resources, Turkmenistan became increasingly dependent on China as, in the eve of the 2008 

financial crisis, Beijing provided financial assistance of USD 8 billion of loans to the cash- 

strapped Turkmen government. As Andrei Grozin, director of the Central Asia Department at the 

CIS  Institute  in  Moscow  pointed  out,  “since  2009  Turkmenistan  had  been  living  thanks to 

Chinese loans”725 . This has been an explicit verification of the ties and also the importance of  

the Sino-Turkmen ties. 

In parallel, the almost hegemonic role of China in the country has served as a wake-up call   

to Ashgabat to avoid the same mistake of becoming over-dependent on one country. Hence, 

despite the powerful clauses and the strong economic and political presence of China in 

Turkmenistan, Ashgabat has been seeking to diversify its clientele and to boost  its  energy 

exports. In this context, Ashgabat is interested in the Turkmenistan–Afghanistan–Pakistan–India 

(TAPI) pipeline as well as in joining the Southern Gas Corridor. The certain project has been 

gaining prominence among Turkmen officials something which became explicit at the 21st 

Turkmenistan International Oil & Gas Conference, organized in December 201, in Ashgabat. 

Although Turkmenistan has been involved in a number of existing or planned pipeline networks, 

the agenda of the Conference focused on the prospects of the TAPI pipeline. The prospects for 

TAPI however are gloomy due to security concerns about instability in certain parts of the 

proposed pipeline. Hence, despite expressed optimism from officials from the involved countries, 

representatives of companies which operate in Turkmenistan project and they expressed 

unofficially their pessimism and highlighted a series of security-related stumbling blocks towards 

the actual implementation of TAPI. Based on numerous discussions with  multiple business 

representatives, what can be concluded is that Turkmenistan has been attempting to use TAPI as a 
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hedging strategy towards other actual or potential energy partners, namely Russia, EU and China. 

Therefore, it can be argued that TAPI is also a reflection of the existence of an ESC in the 

Caspian Sea region. 

What is more, the leadership of Turkmenistan has been seeking ways to maximize energy 

profits as the revenues from gas exports to China are counted towards Ashgabat’s debt to Beijing 

and consequently they do not bring to the ruling elites the anticipated benefits726 727. As a result, 

any shift or major breakthrough in Turkmenistan’s energy security choices will affect the energy 

security calculations of China and Russia and it may impact its relationship with these countries. 

In parallel, for Turkmenistan amity and enmity patterns in its relationship with other countries 

from the Caspian ESC complex play an incremental role in its energy relations. For example, the 

Ambassador of Turkmenistan in Beijing stressed the importance of resolving the issue of the 

Caspian Sea region in a spirit of friendship and collaboration while occasionally she stressed the 

close   amity   relations   between   Turkmenistan   and   other   Caspian   States728.    

All  in all, Turkmenistan’s multi-vector strategy touches upon the energy security calculations 

of Russia, China, and the EU. Initiating energy trade with EU would not deprive Moscow from 

energy imports, yet it would limit the Russian leverage towards Europe. In parallel, such a 

partnership is not expected to hinder the Sino-Turkmen energy trade, yet it will bring China in a 

more favorable position in its bilateral energy dialogue with Moscow. The same logic applies to 

how the EU views China’s position in Turkmenistan as gas flows through the Central Asia-China 
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pipeline make Russian gas less important to Chinese energy needs, and consequently limit 

Moscow’s diversification options making it less flexible towards Brussels. 

For Azerbaijan, energy security is closely correlated to domestic stability, its relations with 

Russia and the issue of Nagorno-Karabakh. Throughout the history of Azerbaijan, Russia has 

been perceived as an invader, whereas Moscow considered Baku as both an opportunity and a 

threat. Following the demise of Soviet Union the political, economic, and military capabilities’ 

downturn took an enormous toll for Azerbaijan at the war with Armenia over Nagorno-Karabakh 

and  against  this  backdrop,  Heydar  Aliyev,  leader  of  Soviet  Azerbaijan,  stepped  back   into 

political spotlight and became the 3rd President of Azerbaijan. Aliyev sought to retain power and 

the integrity of his country using oil revenues. Therefore, his strategy was to protect Azerbaijan 

from Russian patronizing by securing alternative energy importers. Despite stark cultural 

differences between the leadership of Azerbaijan and the West, as witnessed by Yusifzadeh, the 

First Vice-President of the State Oil Company of Azerbaijan Republic (SOCAR) as well as strong 

opposition from Russia and within the country, Baku managed to establish energy relations with 

the Western energy companies Amoco and BP that led to the 1994 “Contract of the Century” 

between Azerbaijan and the Western Oil Consortium. The transportation of Azerbaijan’s oil and 

gas to the West has been heavily supported by the EU and the US. According to the US 

Ambassador to Azerbaijan (2000-2003) and then to Turkey (2005-2008), the region has been 

very important to Washington while he recognized that Azeris try and play off America and 

Russia against each other. But they understand that the United States alone is their 

independence….. The oil will never go through Russia”729. 

Bilateral relations between Russia and Azerbaijan have experienced many ups and downs 
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disagreements on the Nagorno-Karabakh and the South Ossetian-Abkhazian conflicts, the legal 

status of the Caspian Sea, and the 3-year Russian embargo on Azerbaijan in the mid-1990s . 

Therefore, the BTC pipeline and the SCP have been considered as strategic challenges to Russian 

energy security in the unfolding energy “great game” in the region and they were trumpeted as a 

great Western victory. In overall however, despite the Russian lobbying against closer ties 

between Azerbaijan and the West, Kremlin refrained from overly securitizing its energy relations 

with Baku and eventually the Russian company Lukoil was granted a 10 percent share of the 

“Contract of the Century”730. Later, Russia implicitly delinked the 2008 Russian-Georgian war 

with pipeline politics while Azerbaijan did not become a pro-Western ally but instead it turned 

into a pro-monarchy state whose leadership suppressed any opposition731. 

On the other hand, energy trade remains closely linked to the long-standing issue of Nagorno-

Karabakh. In particular, during two interviews at the Embassy of Azerbaijan in Athens, and the 

Mission of Azerbaijan to the EU, the interviewees stressed the market-based orientation of Baku 

towards energy yet they expressed their discontent for the EU stance of not intervening in the 

dispute with Armenia732733. To sum up, the trend of energy securitization has been present until 

the mid-2000s and later it has significantly eased down. On the other hand, energy policy 

decisions of Baku have been of strategic nature for many years and they affect significantly the 

energy relations of other countries and mainly the EU. 
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8.3 The Newcomers in the Caspian Energy Security Complex 
 
The external transformation of the Caspian ESC with the incorporation of China and the EU 

has been the outcome of the connection of the two actors via pipeline networks and the 

conclusion of energy deals. As a result, their energy relations cannot be examined in isolation 

without taking into consideration the energy security of other countries and the accompanying 

securitization process together with the respective amity and enmity patterns. As it will be 

analysed in the following chapters, for the EU the Caspian Sea region offers a valuable 

alternative to its high dependence on Russian oil and mainly gas. The securitization of energy 

relations with Russia has been an important feature of the debates about the EU energy security. 

According to the US Senator Richard Lugar (2008), the Europe's dependence on  Russian energy 

imports and its vulnerability to disruptions have serious foreign policy ramifications as it would 

result to “less [NATO] alliance cohesion on critical foreign policy issue”734. In a number of 

cases especially during the period of the 2006 and the 2009 gas crises, energy security became an 

issue of national security for the leaders of particular EUMS such as Poland but also for part of 

the EU Institutions. 

All in all, it is imperative to examine the EU energy security strategy towards the Caspian Sea 

region reflecting it to the EU-Russia relations because Moscow is at the centre of the EU 

calculations. The reasoning behind the EU energy diplomacy in the region which includes 

initiatives such as the Baku initiative and INOGATE, the engagement of actors from different 

EU Institutions, competition among EUMS and EU institutions over energy infrastructure 

projects which are related to the region such as Nabucco and TAP are all linked to some extent 

to EU-Russia relations. Therefore, EU has been given the utmost priority to the 
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construction of Southern Gas Corridor that will deliver Azeri gas high on the European 

agenda, labeling it as a project of mutual interest in order to diversify away from Moscow. 

This is the reason why Brussels and Washington have lobbied against Russia-backed projects, 

which have been deemed as antagonistic to South Gas Corridor. 

For China in turn, energy security has been an area of profound interest due to a number of 

concerns that fall within the scope of national interest. The skyrocketing energy needs of the 

Chinese economy, the need to maintain stability in Xinjiang, and to address overall 

geopolitical calculations in the region which stretches west from its borders have led Beijing to 

consider the region as an area of profound interest. As a result, Beijing has adopted a 

multifaceted strategy towards the Caspian Sea region in seeking to access the vast energy 

resources of Kazakhstan and Turkmenistan while it maintains a comprehensive energy 

partnership with Russia. For one thing the energy endowments of the Caspian States have been 

playing a very important role in China energy mix and as it has been analysed in this chapter, 

Turkmenistan has been China’s strategic gas supplier while Russia and Kazakhstan offer 

valuable diversification routes. The strategic importance of the region is highlighted by the fact 

that the region offers direct access to oil and gas for China through transportation routes, 

which cannot be easily blocked by the US. In parallel, given the geographic proximity of the 

under-developed region of Xinjiang, closer energy relations with the Caspian States offer 

development opportunities for the specific region whose political stability and economic 

development is of strategic importance for Beijing. 

In addition, relations between China and Caspian states cannot be examined in isolation. For 

example China’s gas deal with Turkmenistan put Beijing in an advantageous position allowing 

it to negotiate more favourable terms in its 2014 gas agreement with Russia and later halt to the 
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construction of Power of Siberia-2 pipeline. In other words, Power of Siberia-2 was not 

necessary for China due to the gas agreements with Turkmenistan. In the same vein, China 

while seeking to set a strong foothold in the region was very careful not to challenge Moscow 

as the Caspian has been at the Russian backyard. In this context, Russia and Beijing have been 

initiators of the Shanghai Cooperation Organization (SCO) but Beijing was reluctant to accept 

the Russian proposals for an energy cartel within the SCO as it opted for bilateralism in its 

energy relations735. On the other hand, the SCO has served as a platform for securitization of 

energy security and in a 2003 meeting for example State Development Planning Commission 

Minister Zeng Peiyan claimed that his country hoped to work along with Russia and Central 

Asia “to immunize itself against a potential blockade of energy supplies from the Middle 

East”736. 

In parallel, the Chinese presence in the region has raised some eyebrows in Moscow and 

most importantly in the US. For Moscow, from one hand the strong energy presence in  the 

region has being undermining the Russian geopolitical interests on the other hand though, it 

serves as a counterbalance to the US and the EU aspirations in the region, which are 

considerably more intimidating for Russia. 

On the other hand, the EU recognizes that competition with Beijing over Turkmen gas is 

inevitable although Chinese superiority in Turkmenistan’s gas market is  indisputable. Clearly, 

the EU cannot compete with Beijing which combines its political leverage and its vast foreign 

exchange reserves with an energy security approach that is closer to Ashgabat’s perceptions 
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needs. Similarly, Zha (2013) identifies concerns within the EU regarding the impact of the 

Chinese strategy in Turkmenistan on the EU energy goals in Central Asia warning about the risk 

of heightened Sino-European competition over access to energy resources737. Brussels has been 

particularly alarmed by the Chinese practices on energy investments in the region vis-à- vis 

issues such as democracy and human rights 738. Examining the Chinese and the EU energy 

security strategies in Central Asia, Wang Bo describes the EU objections on the pre-eminence of 

geostrategic calculations over  expectations  of  profitability  in  Chinese  energy investments, 

highlighting the European objections on Beijing’s strategic choice to invest in countries with a 

poor human rights record, including Turkmenistan739. 

In practice however, apart from raising some unofficial concerns, EU has opted not to openly 

challenge China’s dominant position in Turkmenistan. It is important that EU officials expect 

that Turkmenistan will be capable to meet its energy supply commitments with both sides and 

thus they do not deem the Chinese presence as a major energy security threat740. Besides, it has 

been the Chinese financial assistance that has been helping Ashgabat to tackle financial 

uncertainties since the 2008 crisis and remain a reliable energy exporter. One needs    to keep 

however in mind that Brussels prefers to deal with Beijing rather than with Moscow which has 

been marginalized by the emergence of China in the country.  
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Moving to the opposite side it is interesting to examine how Beijing responds to a possible 

EU-Turkmenistan energy  tet-a-tet.   China   has   been   largely accommodative towards   the 

emerging EU quest in Turkmenistan as it does not consider the EU interest in the region as 

threat due to the EU intentions but also as a result to the limited EU leverage in the region, at 

least according to Chinese calculations. The rationale of the Chinese accommodation largely 

rests on the political and economic clout of China in the country as   well as the binding 

agreements between Beijing and Ashgabat. On the other hand, the pressure which is applied to 

Russia from the EU through its energy security strategy and  more  generally the recent EU 

economic sanctions has increased the Chinese leverage in its energy negotiations with Moscow 

as envisaged in the favourable pricing terms that  Beijing achieved  in the 2014 gas deal with 

Russia741. All in all, China and the EU do not appear to be competing for energy in the Caspian 

Sea region yet one side needs to take into consideration the energy security of the other 

especially vis-a-vis Russia. 

 

8.4  Conclusion 
 
To sum up, the Caspian ESC was formed in the aftermath of the demise of the Soviet 

Union and it developed particular dynamics at the beginning of the 2000s due to the emergence 

of energy geopolitics and the reappearance of the Russian energy nationalism. The vast energy 

resources in the region in tandem with the strong ties and intense historical memories among 

them have played a detrimental role in the establishment of the examined ESC. Securitization  

has been a dominant pattern in the discourse among the ESC not just with respect to their 

energy but also in other parts of their political, economic, and security discourse. Starting from 
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the early 2000s the proposed ESC underwent an external transformation by the incorporation of 

China and the EU. 

By and large, one can approach the Caspian Sea region as a heterogeneous security complex 

as there are important trade-offs on different security issues and spillovers between policies. For 

the shake of efficiency however, this dissertation has been examining a homogeneous complex, 

which focuses exclusively on security of energy supply. The proposed complex includes distinct 

act includes the key assumptions of regional security complex theory. There is a clearly 

arrangement of units which are the Caspian countries, China and the EU, with certain and 

evolving patterns of amity and enmity and a certain distribution of capabilities based on energy 

endowments, political and economic clout as well as military capabilities. In tandem with 

external transformation, the Caspian ESC went through a polarization reconfiguration. From 

unipolar it became multipolar, with China maintaining an equal if not superior role in the region 

as compared to Russia. 

The complicated and evolving amity and enmity patterns between Russia and the former 

Soviet states became more complex with the emerging interest of China and the EU to penetrate 

the energy market of the region. This can be largely attributed to the policy option of the 

Caspian states to pursue a multi-vector strategy in order to maximize security of energy demand. 

Therefore, considering the Caspian States as passive energy security actors who are merely 

recipients of big powers’ energy diplomacy has limited analytical effect; on the contrary their 

leaders pursue their own strategies with specific goals and agendas. As it has been analysed in 

this chapter it is almost impossible and certainly counter-productive not to examine altogether  

the energy security of the proposed ESC as most of the countries design and implement their 

strategies having basically in mind some other countries of the same complex. In particular we 
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can make the following observations as for the complexity of relations in the specific ESC: 

1. The EU strategy towards Azerbaijan and Turkmenistan is interrelated to the EU-Russia 

relations 

2. China  takes  into  consideration  Moscow  in  its  energy  endeavours  in  the  

Caspian  Sea, 

3. Turkmenistan sought to diversify away from Russia when it inked that gas deals with 

Beijing    and currently it seeks to reduce dependence on China by joining either  the  Southern  

Gas Corridor or the TAPI.  

These are merely some reflections of the triangular (EU-Azerbaijan-China) and in many 

cases quadrilateral (EU-Turkmenistan-Russia-China) energy relations in the Caspian ESC. 

A basic component of ESCs has been the securitization process and this has been the 

case too with respect to the Caspian ESC. While all participant countries have engaged in a 

securitization process the extent of this process peaked by the end of the previous decade and 

since then it eased down to some extent. Furthermore, not all actors engaged to the same 

extent  in this process with Russia and China engaging more intensively. In sum, the referent 

object of this process has been energy security, which has been elevated to the level of 

national security.  In all cases the securitizing actors have been the states’ political, 

bureaucratic, and military elites with the EU unavoidably engaging a larger number of 

officials. This should come as no surprise given the fact that with the exception of the EU, the 

remaining countries are to larger or lesser extent authoritarian regimes. This is one distinct 

characteristic of the Caspian ESC because in its majority it entails authoritarian states where 

the securitization process takes place within the framework of a small elite and does not 

include the majority of citizens. 
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9 The EU Energy Security Strategy towards the Caspian Sea Region 
 

Attempting to reduce dependence on gas shipments from Russia, the EU has shifted its 

interest towards the Caspian Sea region. The European interest in Caspian Sea gas reserves is 

strongly connected with the European pipeline politics. Diversification and closer energy ties 

with the Azerbaijan and Turkmenistan have been high on the EU agenda and most recently, 

the 2015 proposal for the establishment    of the EU Energy Union, the European Commission 

called for increased diversification away from Russian gas through the promotion of energy 

ties with Caspian States742. Things however have been far from rosy and as a newcomer, the 

EU has been facing considerable challenges towards accessing the region’s gas deposits. 

In sum, two countries stand as the most promising suppliers of gas exports to Europe while 

the European strategy is centered on Southern Gas Corridor project, which seeks to bring gas 

mainly from the Caspian and potentially the Middle East. The first is Azerbaijan and it is 

estimated that by 2030 Europe can receive up to 30bcm Azeri gas. On January 2011 President 

of Azerbaijan Ilham Aliyev and the President of the European Commission, Jose Manuel 

Barroso signed  a Joint Declaration on the Establishment  of the Southern Gas  Corridor, 

through    which Azerbaijan will supply Europe with 10 bcm/year by 2018, reaching 31 

bcm/year by 2026743. The second country is Turkmenistan which is the world’s sixth largest 

natural gas reserve holder and has been looking for alternatives to diversify its exports as 

decrease overreliance from Chinese gas imports. Turkmenistan could fill the gap in European 
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gas needs after Russia cancelled the South Stream pipeline project that was expected to bring 

60 bcm/year. 

 

9.1 The Framework of the EU Policy towards the Caspian Sea Region 

In line with the guiding principles of its external energy security strategy, Brussels has been 

using the promotion of the market-based principles of its internal energy policy as the 

spearhead of its energy diplomacy the EU. On the other hand, being a latecomer in this energy 

security complex, Brussels has been facing fierce competition from Russia and China, which 

using their economic and political clout as well as their military prominence have established a 

very strong energy foothold in the region. 

Against such a complicated setting, the EU responded by using its comparative advantage 

which is economic leverage, technological expertise, and the perceived normative superiority. 

Hence, Brussels introduced a series of initiatives and sought to establish bilateral and regional 

dialogues in the region in order to bring the Caspian States closer to the European energy 

paradigm. Towards this end, it has engulfed the region in its ENP and it has introduced a series  

of initiatives that touch upon energy security as well as the Baku Initiative and the Technical 

Assistance to Commonwealth States (TACIS). These initiatives, while seeking to promote the 

declared liberal market-based approach on energy security of the EU had a distinct strategic 

dimension, they are designed based on calculations about the EU capabilities and 

structural parameters in the European periphery744. Furthermore, apart from integrating those 

countries to the EU values, the European strategy also aimed at promoting the cooperation 
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between them745. 

The multifaceted nature of these initiatives has also resulted in an integrated approach as the 

EC has engaged different DGs with the DG DEVCO and the DG ENER playing the most 

prominent role746. While such programs have had a considerable effect in bringing the two sides 

closer and enabling Ashgabat to move closer to the EU standards, there are considerable 

challenges with respect to the implementation of the program. Turkmenistan is a rather closed 

and authoritarian state, which does not leave any room for foreign policy assistance programs to 

strangers and it monitors and regulates all such initiatives. Therefore, the EU official which 

participate in such programs have been facing various problems and their overall impression was 

that Turkmen authorities were more tolerating the EU presence rather than being willing to 

cooperate and   that it has been hard to establish trust with their Turkmen counterparts747. This is 

in line with the comment of another EC official from another DG who stated that countries that 

were interested in cooperating with the EU enjoyed considerable gains from the European 

regional programs while those who politicized the programs did not benefit748749 

TACIS is a development and aid program which represents the EU effort to support the 

economic and political reform and the development efforts in 11 countries of the Commonwealth 

Independent States and Georgia. The goal of the program is to assist the individual states to 

establish functional liberal markets and to promote democracy through funding, technical and 
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training assistance which is provided via various partnership schemes. It was established in 1990 

and it run until the end of 2006 as it was replaced by the ENP. As expected, the EC played an 

incremental role due to its technical and policymaking expertise and in particular the DG 

RELEX monitored the implementation of the programs. The first TACIS programme in 1991 

focused on five sectors including energy and it provisioned the allocation of ECU 115 million 

from which ECU 53 million would be spent on nuclear safety, ECU 20 million to energy  saving 

projects and ECU 34 million to oil, gas and electricity related projects such as the improvement  

of oil and gas production, improved gas and electricity network utilization, upgrading of thermal 

power stations, and the market-oriented restructuring of industry organizations750.Among others, 

the TACIS program included the establishment of an energy center in Ekaterinburg, Russia  

which was opened in 1995 and it promoted energy efficiency751. 

Apparently, the European motivations for the TACIS establishment was the promotion of 

nuclear safety in light of the USSR disintegration as well as of security of energy supply vis-a- 

vis rising dependence on Russian energy imports. Despite different approaches on the future of 

Central and Eastern Europe among UK, France, and Germany, the EU was able to achieve 

consensus on the initiation of TACIS and its delegation to the EC. This however, can be largely 

attributed to the Member States’ inability to provide the necessary assistance, which resulted in 

the EC being tasked to negotiate with Russia and eventually implement the TACIS program. 

Consequently, the EC exploited this window of opportunity in order to establish itself as an 

agenda setter and as a pro-active policy entrepreneur in the energy security domain. 

In 1996, the program Interstate Oil and Gas Transportation to Europe (INOGATE) was 
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established as one of TACIS’ core initiatives. INOGATE which was co-funded by the ECT 

Secretariat which operated from 1996 until 2016 (later under the ENP) aimed at enhancing 

energy security for both EU and the partner countries by providing technical cooperation, 

pipeline integration, and bringing the energy markets of non-EU states closer to the principles 

and the operational standards of the EU energy market.  An INOGATE working group, led by 

the DG ENER selected the first projects in November 1996 which, among others, included 

a feasibility study for an oil and gas pipeline across the Caspian Sea and a project for the 

modernization of the oil infrastructure in all of the participating countries. Despite the close 

relationship with the ECT, INOGATE often operated outside the ECT verdict, signifying the 

intention of the EC to support the ECT to the extent that it could control it but also undermine it 

when it could not keep it under control752. 

TACIS was later substituted by the ENP which was launched in 2004, and it aims at assisting 

the EU strategy to promote economic development, security, and political stability in the EU 

neighbouring countries. Although the Caspian Sea countries do not constitute neighbouring 

countries, Azerbaijan was included as part of the South Caucasus region. Such initiatives signify 

a long-term engagement of the EU with its neighbours in order to establish a stable and 

investment-friendly environment in its periphery, aiming at causes of instability and lack of 

development which can be traced not only to the security domain but also to technological, 

bureaucratic, and political issues.  Contrary to the holistic approach which is the common 

practice of the EU, the ENP distinguished between democracy promotion and sectoral  

cooperation. Hence, engagement with partner countries could take place at a bilateral, 

multilateral, and regional level, while the applied tools and awards can be identified as tangible 
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and non-tangible such as interpersonal contacts, socialization, twinning processes753. 

The ENP is identified as a key part of the EU CFSP and it is based on ENP Action Plans 

with the partner countries and it was deemed as a sign of a strong EU commitment to the region. 

Yet, the ENP suffers from specific drawbacks and it has been met with scepticism due to 

institutional lacking, the misfit between its demands and rewards as the latter are considerable 

smaller and the problematic compliance mechanism754. Furthermore, the bilateral approach of 

the ENP Action Plans provided some flexibility, yet it has been criticized as diminishing the 

ENP effectiveness because the demands and awards have been applied to countries with diverse 

cultural, social, and economic characteristics755. 

Despite good intentions, the ENP failed to produce tangible results in the energy security 

domain during the first years of its implementation as the specific field was considered to be too 

geopolitical and sensitive following the brass-de-fer between Russia and the United States 

regarding the construction of the BTC oil pipeline. Following however, the wake-up call of the 

2006 Russian-Ukrainian gas crisis, Brussels breathed new life into the ENP energy goals by 

reinvigorating the INOGATE program under a new framework, the Baku Initiative756. The Baku 

Initiative was launched in 2004 and it is an energy policy dialogue between the EC and the 

Black 

Sea and the Caspian Littoral States and their neighbours. Compared to INOGATE it is more 
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specific as it aims at the progressive integration of the respective energy markets into the 

European energy market and the transportation of Caspian oil and gas resources to Europe757. 

The Baku Initiative was announced on 13 November 2004 at the Energy Ministerial  

Conference in Baku. Moreover, in November 2016  the EU along with the Partner Countries 

agreed on a more specific roadmap that included inter alia the convergence  of  energy  markets  

on  the  basis  of  the  EU  internal  market  principles,  the development of capacity building 

programs for energy regulators, action plans for the development of regional electricity, gas, oil, 

renewable energy and energy efficiency action plans for Partner Countries, etc758. 

According to Gültekin-Punsmann (2008), the reason behind the establishment of the Baku 

Initiative was the absence of objective and legitimate energy trade standards between the EU, 

Russia and the Caspian region countries. The feedback regarding TACIS, INOGATE, and the 

Baku Initiative has been mixed with as Gültekin-Punsmann characterizing them as successful 

the EC in its official assessments labelling TACIS as “a success story”759. In parallel, officials   

from the DG ENER characterized these initiatives as very successful and they argued that 

recipient states or at least those with an interest into politics, meaning with a commitment to 

reforms and not rigid authoritarian regimes, “loved it [INOGATE]”. They also stated that based 

on previous work DG ENER has been designing a more comprehensive policy initiative that will 

have higher institutional capacity as it will cooperate with international institutions such as the 

IEA760 761 In parallel, officials from DG DEVCO were moderately satisfied as they recognized 
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the challenges, yet they believe that the mere EU presence in the region has been a success 

itself762763.  

On the other hand, Urdze (2011) stressed that EU officials recognize, off-the record, that 

INOGATE cannot be considered as a success story764765. Based on semi-structured interviews 

however with EU officials, some EU agencies question the results brought by INOGATE. In 

particular, the argumentation was that such initiatives were unsuccessful yet the EC refuses to 

recognize as the EU has little leverage towards the Partner Countries766 767. All in all, INOGATE 

has been the platform for the implementation of numerous programs and therefore the question 

is what has been the goal of the program; if INOGATE aimed at bolstering the capabilities and  

the energy infrastructure of the recipient countries, then it appears as successful while if the 

actual goal was the establishment of closer energy relations with the EU, then its effectiveness 

should be examined from multiple angles. 

Furthermore, the complexity and the lack of coordination in the EU energy policymaking 

process have been depicted in the European energy diplomacy towards Azerbaijan and 

Turkmenistan. Having being used to dealing with states such as Russia and China which share 

premises on traditional sovereign state cooperating, the Caspian Sea states face difficulties in 

understanding how a post-modern structure like the EU operates. This lack of compatibility is 

often reflected to the exchanges between EU officials and their counterparts from the Caspian 
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states, despite the declared willingness of all sides to cooperate768. According to an official from 

the Embassy of Azerbaijan to Greece, the problem with the EU regional policies is that it tries to 

apply a one-size-fit-all policy to countries with different characteristics 769 . The polyphony 

among EU agencies impedes the articulation of a coherent EU strategy in the Caspian Sea 

region. The Lisbon Treaty tried to address these deficiencies albeit not without problems. During 

the establishment of the EEAS and the HR of the CFSP there has been a leadership gap that 

offered the opportunity to the DG ENER to take the lead in the policymaking process towards 

the Caspian Sea states. Hence the DG ENER replaced the HR of CFSP and the DG RELEX as 

the key counterpart of Azerbaijan in their negotiations but also as the key mediator in the 2010 

Azerbaijan-Turkmenistan mediation on the Caspian Sea borders770. While the involvement of 

the DG ENER might have brought positive results, this institutional turmoil undermined the 

credibility of Brussels as a coherent actor. 

 

9.2 The Southern Gas Corridor and Pipeline Politics 

The most important project towards diversification of gas supply routes has been the Southern 

Corridor project which sought to bring gas from Caspian Sea and Middle East to  Europe 

bypassing Russia. The strategic importance of the Southern Gas Corridor is underscored by the 

fact that when concluded, it will be the only pipeline that will bring non-Russian gas to EU. The 

importance of the pipeline is recognized by all EU institutions as an excellent policy choice as 
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it will bring enough gas from a non-Russian source to an area where it will wanted771772. The 

prospects of the Southern Gas Corridor are also identified as positive by the US according to 

William Silkworth, Foreign Service Officer at the U.S. Department of State773. 

The first plans for this vast pipeline network were initiated in November 2008 and the 

European Commission has been a very active supporter of the project and therefore on 13  

January 2011, the President of Azerbaijan Ilham Aliyev and the European Commission President 

Barroso signed the Joint Declaration on the Southern Gas Corridor with consolidated Azerbaijan 

as the basic contributor and enabler of the project. Barroso characterized the Southern Corridor  

as a key priority for the EU and the same year EU Energy Commissioner Günther Oettinger 

stressed the importance for establishing a direct link with the Caspian and Middle East region. 

Stretching over 3,500 km and crossing seven countries the Southern Gas Corridor includes a 

series of smaller projects, such as the South Caucasus Pipeline, the Trans-Anatolian Pipeline 

(TANAP), the Trans-Adriatic Pipeline (TAP), and a number of vertical pipelines that will bring 

the imported gas to Central and Eastern Europe, such as Trans Austria Gas (TAG) pipeline, etc. 

Figure 9.1: Southern Gas Corridor 

Source: naturalgasworld.com (2014) 
                                                           
771 EC Official 1, interviewed by the author, Brussels, October 5, 2016. 
772 EU Official 1, interviewed by the author, Brussels, October 6, 2016. 
773 William Silkworth, Speech at the 21st Turkmenistan International Oil & Gas Conference, December 7, 
2016, Ashgabat, Turkmenistan. 



429  

 
As the Southern Gas Corridor has been highly prioritized by the EU, Brussels sought to provide  

institutional support  to  the  project,  an  area  where the  EU  clearly has  a comparative advantage. 

Hence, in 2015 the Southern Gas Corridor Advisory Council was set up and it first convened in February 

2015 with participation of the ministers of partner countries, including Albania, Azerbaijan, Bulgaria, 

Georgia, Greece, Italy, Turkey, as well as the Vice- President of European Commission for Energy 

Maroš Šefčovič, who stressed the importance of the project vis-a-vis the European economy as it will 

create over 30,000 jobs as well as to the EU energy security, emphasizing the EU commitment to have 

the entire infrastructure operational  by 2019-2020774. 

In 2016, both Šefčovič and the HR Federica Mogherini attended the Advisory Council signifying the 

commitment as well as the satisfaction of the EU for its cooperation with partner countries 775 . 

Furthermore, according to EU officials, the Advisory Council offers an excellent opportunity for all sides 

to hold a more balanced and well structure  cooperation towards  the  specific  project  and  their   overall   

energy   relationship776.. Attending   the 2017 ministerial meeting of the Southern Gas Advisory Council 

that took place in Baku Šefčovič embraced the Southern Gas Corridor from a more holistic approach 

stressing also its contribution to the Energy Union and the competitiveness of the EU economy. Hence, he 

stated that” “Energy Union delivers. By 2020, we will have gas flowing through the Southern 

Gas Corridor to Europe; further diversifying our energy supplies. Building the Energy Union is 

not an end in itself. It is a huge modernization programme for Europe, benefiting young 

Europeans, entrepreneurs and mayors across the continent”777. 

The annual capacity of the network is 20bcm and initially the Southern Gas Corridor will 
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bring 10bcm of gas per year from Shah Deniz II gas field which is the offshore gas field in the 

Caspian Sea from where the gas originates to Europe while there are projections for the 

construction of the Trans Caspian Pipeline (TCP) that will potentially bring gas from 

Turkmenistan to Europe through the Southern Corridor. A closer look to statistics however 

reveals that the Southern Gas Corridor project is far from being considered to be a game changer. 

For one thing, despite the importance attached from all involved parties, Russia included, the EU 

has been able so far to secure 10bcm of annual imports from Azerbaijan while in 2016 the EU 

gas  demand  was  approximately 400  bcm778. What  is  more,  the  long-term  prospects  for  

thesupply of these 10bcm are questioned given that Axerbaijan’s overall reserves are estimated 

to mount approximately 1tcm and with them Baku will also need to supply Azerbaijan, Georgia, 

and Turkey779. Therefore, although the proposed project can bring alternative sources of gas, in 

the event of a new gas crisis or in the long-term, it is far from being considered a game changer. 

The prospects for the Southern Gas Corridor might have been more promising if the proposed 

Nabucco pipeline had been put forward instead of TAP. In particular, until 2013, three projects 

had been competing for the EU branch of the project, the Nabucco pipeline that envisaged 

bringing gas to Central and Eastern Europe, the Trans Adriatic Pipeline (TAP) that would 

connect TANAP with Italy, and the Interconnector Turkey-Greece-Italy (ITGI). Interestingly, 

although the EC clearly backed Nabucco, it was TAP that was eventually preferred for a series of 

political, technical and economic reasons. Brussels’ unambiguous support to Nabucco  has  been  

also  validated  by  the  European  Parliament  and  it  was  also  depicted  in Barroso’s statement 

during the 2009 signature of the Nabucco Intergovernmental Agreement (IGA) according to 
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which “Nabucco is thus a truly European project……….the European Commission is very proud 

of the contribution [it] made to this agreement”. In parallel, the EU reception for both TAP and 

IGTI was rather tepid780781 The reasoning behind the strong EU support was not just economic 

considerations, but it was also based on strategic calculations 

about the need to mitigate gas supply risks related to Gasprom, given that Nabucco would deliver 

gas to the areas with the highest dependence on Russian gas. The EC support was depicted as 

well by the fact that it granted an exemption from the provisions of the 3rd Gas Directive, while 

it demanded the full implementation of the Directive regarding other competitive pipeline 

projects. This is something which is not officially recognized today by the EC as its officials 

state that the EC remains indifferent between TAP and Nabucco provided that both projects 

conform to the EU law782. 

Things however, did not turn out according to Brussels’ expectations, as the Shah Deniz II 

consortium, involving BP and Azerbaijan’s public company SOCAR, opted out for TAP. 

Officially, the selection was based on eight technical, economic, and political criteria, namely 

commerciality, project deliverability, financial deliverability, engineering design, alignment and 

transparency, safe and efficient operability, scalability, and public policy considerations. These 

criteria reflect Azerbaijan’s strategic considerations, the EU strategic goal for diversification of 

gas supplies, and the consortium’s interests. The rationale however behind the choice of TAP  

had to do with commercial aspects including transportation cost, projected gas demand, expected 

prices in the respective markets, differences in the organizational and decision-making 
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mechanisms of the projects, as well as the Third Party Access (TPA) exemption that was granted 

to TAP783. In parallel, one needs to keep in mind the growing interest of Azerbaijan in the Greek 

energy market and the subsequent lobbying on behalf of the Greek PM Samaras in favor of TAP. 

The choice of TAP came at a time when SOCAR had reached an agreement with the Hellenic 

Republic Assets Development Fund for the acquisition of a 66% stake of the Greek natural gas 

grid operator DESFA while it expressed its interest in purchasing Greek gas trading company 

DEPA, although later SOCAR had to withdraw its bid reportedly amidst pressure from the 

European Commission 784 . The active support of Prime Minister Samaras towards TAP is 

something which is recognized by representatives of Azerbaijan as an important input vis-a-vis 

the implementation of TAP785 

Despite the signs that all sides, including the EU, Azerbaijan, and the Greek government 

adopted a strategy that was based not entirely on commercial criteria, today they identify TAP as 

a purely commercial project claiming that commercial interests have been the only driving force 

behind786. All in all, the choice of TAP over Nabucco was considered a defeat for the EU 

interests as well as for Central and Eastern EU member states. By extension, it was a victory for 

Greece and Italy as well as for Russia, given that TAP was smaller than Nabucco and it did not 

compete directly with the Russian pipelines. What is more, analyst were initially sceptic about 

the choice of TAP over Nabucco for a number of reasons including the limited size of TAP 
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compared to the Nabucco (20 bcm/year as opposed to 30bcm/year) as well as to the fact that 

apart from Bulgaria and Greece, no other South-Eastern European country would have access to 

the gas as there was no related infrastructure 787 . Given however the expanding 

interconnectedness of the EU internal energy market, the gas transported via the Southern Gas 

Corridor can be eventually brought to the EU areas which are more dependent on Russia788. This 

stands as an additional example of how measures such as vertical pipelines and reverse flow 

capabilities can foster the EU energy security. 

Seeking to access additional sources that would beef up the contribution of the Southern Gas 

Corridor, Iran could play a role, yet security implications stemming from Iran’s nuclear program 

have stalled such an option. Recently, the Vice-President of the European Commission in charge 

of Energy Union, Maroš Šefčovič downplayed such a possibility. Instead, he highlighted the 

merits  of  the  long-discussed  possibility  of  bringing  Turkmen  gas  via  the  TCP,  which  is  

a proposed extension of the Southern Gas Corridor is also the TCP that would bring gas from 

Turkmenistan to Europe through the Southern Gas Corridor789790. Towards this end, the EC in a 

2011 Communication stressed the importance to engage Azerbaijan and Turkmenistan vis-a-vis 

the Southern Gas Corridor, favoring the option of Ashgabat and seven months later it was 

mandated   to   open   negotiations   with   Azerbaijan   and    Turkmenistan   to   facilitate      the 
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implementation of the Trans Caspian Pipeline791. Negotiations however, came to a stalemate as 

Azerbaijan and Turkmenistan could not resolve their bilateral disputes while the EU was unable 

to provide the necessary funding for the project792. The legal status of the Caspian Sea however 

remains unclear and despite good intentions from Azerbaijan and Turkmenistan, the Russian 

determination to block possible solution undermines the efforts of Ashgabat to connect with the 

Southern Gas Corridor793. 

The prospects for a solution to the Caspian Sea dispute appear to be grim, as this would allow 

more Caspian Sea gas flow into the Southern Gas Corridor and hence, it will further the Russian 

position towards the European energy market. The Russian concerns on the role of the Caspian 

Sea region as a possible diversification option for Europe emerged since the early 1990s with 

Moscow trying to keep the former Soviet states under its control. In this context, Sergei Lavrov, 

then permanent representative of Russia to the UN declared that “…unilateral action in respect 

of the Caspian Sea is unlawful and will not be recognized by the Russian Federation, which 

reserves the right to take such measures as it deems necessary and whenever it deems 

appropriate, to restore the legal order and overcome the consequences of unilateral actions”. 

While Moscow has been active in diplomatic consultation towards the resolution of the Caspian 

Sea status it is clear that protecting its dominant role in the European energy market is also a 

driving force behind Kremlin’s tactics794. According to Dmitry Shlapentokh, professor of Soviet 
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and post-Soviet history at Indiana University, U.S, “Russia is strongly against the project for a 

trans-Caspian pipeline carrying gas from Turkmenistan to Azerbaijan and may threaten to use 

military force should the two former Soviet republics decide to go ahead regardless”795. Against 

this backdrop, the EU remains inactive as it lacks the necessary leverage as well as intention to 

solve the dispute with the position of the EU officials in charge suggesting that they are unable to 

interfere with the specific issue. In parallel, they express doubts as how the dispute will be 

solved796. 

Responding to the EU strategy to diversify away from Russia, Moscow responded with a 

multifaceted strategy which was partially successful. First, using its infrastructure monopoly as 

well as its political, economic, and security leverage, it has secured long-term contract with 

Kazakhstan and Turkmenistan and overall it still maintains strong influence in the region. 

Secondly, Russia promoted the establishment of an intergovernmental gas cartel namely the 

Gas-Exporting Countries Forum, which were taken at a meeting in Doha in April 2007 yet it 

includes only Kazakhstan797. Most importantly, Moscow sought to undermine the Southern Gas 

Corridor by introducing alternative pipeline options that would be competitive to the EU plans. 

The first was South Stream, which would transport Russian gas from Russia to Austria through 

the Black Sea, Bulgaria, Serbia, Hungary, and Slovenia. The project was proposed by Gazprom 

and it was expected to bring 63 bcm/year to South and Central Europe bypassing Ukraine. 

Formally, 

Moscow presented South Stream as an alternative gas transportation route that would help 
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both Russia and Europe hedge against gas supply disruptions by Ukraine that would not 

conflict with Southern Gas Corridor. Although South Stream would bring nothing but a 

stronger role for Russia in the EU energy security agenda, the EU was not able to come up 

with a tangible  strategy towards Gazprom’s plans, as member states were deeply divided over 

the projects. Despite scepticism over the impact of South Stream to EU energy security, 

especially after Russia’s war on Ukraine, a number of countries had been supporting the 

project. Bulgaria, Serbia, Hungary, Greece, Slovenia, Croatia and Austria have signed agreements 

with Russia, seeking to foster their national energy security through the project. In contrast, the 

European Commission opposed to the project invoking legal problems. According to the European 

Commission, intergovernmental deals related to South Stream have been in breach of the EU 

law which forbids energy firms to own both the fuel and its means of distribution in one 

bundle. As a result, the agreements had to be re-negotiated from scratch. As a consequence, in 

December 2014 Gazprom had to eventually shelve its plans for South Stream and despite 

speculation for a revival the proposed project remains inactive798. The second project which 

competes with the Southern Gas Corridor is the Russian-proposed Turkish Stream, a project 

that would bring gas from Russia to Europe via Turkey and that would compete with South 

Gas Corridor and that would have a total capacity of 63 bcm per year799. 
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EU-China Relations, Hong Kong, November 27-28, 2015). 
799 EC Official 1, interviewed by the author, Brussels, October 5, 2016. 
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Figure 9.2: The Turkish Stream and the South Stream 
 

 

Source: Interfax Global Energy (2015) 
 

The official position of Kremlin is that, as a result of the downturn in its relations with Kiev, 

it has decided to cease by 2019 all gas transportation via Ukraine, as it considers it to be a non- 

credible transit country and therefore its seeks alternative routes for Europe. From one hand this 

reflects a reality given the record of Kiev in the 2006 and the 2009 gas disputes and the 

allegations of Moscow for Ukraine that it was not meeting its one financial terms of the gas 

agreements as well as that it was stealing gas. Consequently, redirecting gas to Europe via the 

Black Sea and then the Balkans appeared as a more safe choice for the EU. After all the 

development of interconnectors would allow the Russian gas to easily reach its final destinations. 

On the other hand, the Russian strategy was based on a very smart geopolitical calculation, as the 

option of Turkish Stream would weaken the energy security in Ukraine, which by that time had 

become of strategic importance for the West. Moreover, Turkish Stream would undermine the 

sustainability of the Southern Gas Corridor especially given the fact that
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Turkish Stream would be bigger and would have been based on a more solid basis due to 

Russian gas deposits and the existing long-term agreements with EU countries. 

Table 9.1: The Comparative Capacities  of  Turkish Stream  and  the  Southern  Gas 
Corridor 
 

Turkish Stream String One, 15.75 bcm/market-based: Essentially replaces the existing (Western) 
Trans- Balkan Pipeline  route to Turkey  and Greece. 

String Two, 15.75 bcm/market-based: Provides additional supply to Turkey 
and European markets accessi- ble via Turkey using existing infrastructure or 
infrastructure currently under development. 

String Three, 15.75 bcm/market-based: Provides additional supply to Turkey 
and European markets acces- sible via Turkey. But it requires new infrastructure to 
carry gas beyond Turkey. 

String Four, 15.75 bcm/market-based: Provides additional supply to Turkey 
and European markets acces- sible via Turkey. But it requires new infrastructure 
to carry gas beyond Turkey. 

Southern Gas Corridor 
Pipeline Component 

Capacities 

Azerbaijan-Georgia (c. 450 km); 8-9 bcm/market-based using the existing 
South Caucasus Pipeline 

Georgia-Turkey (c. 240 km). The existing SCP will be expanded, and will thus 
constitute part  of  SCP-X, but  using  compression only:  24 bcm/market-based. 

The Trans-Anatolian Pipeline (TANAP) from the Turkish Border with Georgia 
to Eskisehir (c.1400  km):  33 bcm/market-based. 

The TANAP line from Eskisehir  to Kipoi  (c. 450  km):  20-24 bcm/market-
based. 

The Trans-Adriatic Pipeline (TAP) from Kipoi to Lecce (870 km): 20-24 
bcm/market-based. 

Source: Methinks Ltd. & The Atlantic Council (2015) 
 

The EU response was rather negative as doubts regarding the economic sustainability of 

Turkish Stream and its contribution to the EU energy security were expressed. Again, Moscow 

applied its “divide and conquer” exploiting the lack of coherence among EUMS, and the 

discontent of the then newly-elected Greek coalition government led by the radical left party 

SYRIZA against the country’s creditors. In parallel, in tandem some of its members maintained 

close ties with Russian officials such as the Minister of Foreign Affairs Kotzias and the then 

Minister of Energy Lafazanis who used to be a hardliner Communist. Hence, in April 2015 
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representatives of the Greek government visited Russia in order to discuss the prospects of 

Turkish Stream amidst speculation for a rapprochement between the two countries that would be 

used as leverage against the West. As a result, in May 2015, Putin was reported to have promised 

the Greek PM Tsipras that his country was willing to support financially the Greek companies 

with respect to a future extension of Turkish Stream yet without clarifying if he was ready to pay 

for the  entire proposed  pipeline  or  merely to  offer  some  capital  to  the  cash-strapped  Greek 

economy800. Later, in June 2015, the two countries signed a Memorandum of Understanding on 

the development of a EUR2billion Russian-Greek joint venture for the extension of Turkish 

Stream in Greece. 

In this context, Greek officials overemphasized the geopolitical benefits of the proposed 

pipeline without however having a tangible strategy while their claims that the revenues from 

transit fees would not correspond to the economics of the project 801 . After summer 2015 

however Athens made a U-turn in its relationship with its creditors, the Greek government 

shifted its attention towards the Southern Gas Corridor and the construction of TAP, and 

unavoidably nothing concrete came out of the Greece-Russia dialogue. Interestingly, based on 

discussion with Greek officials, their position is that the Greek government supports any viable 

transportation route based strictly on market criteria and they stress the need to have a pipeline 

network that will bring gas to South Europe802 

Against this backdrop, the EU adopted a similar approach in 2015 when Russia announced its 

intention to replace South Stream with Turkish Stream. The EC attempted to depoliticize the 

                                                           
800 John Roberts, “The Impact of Turkish Stream on European Energy Security and the Southern Gas 
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Carnegie 
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issue of Turkish Stream yet unofficially the EU together with the US exerted diplomatic pressure 

in order to contain such development. According to Brendan Devlin from DG ENER, the EC is 

indifferent regarding the source of the gas: “It doesn’t matter who the shipper is…….We don’t 

care if it is Russian gas, Libyan gas, Azeri gas. The internal market works like that. It’s the rules 

that we have set up for Russia, or for Gazprom…..They are free and welcome to use pipelines in 

the European Union on the same basis. To the question ‘Can they use TAP?’—from a regulatory 

and political perspective, the answer is: ‘Yes”803. On the other hand, Greek and EEAS official 

talked about double standards of behalf of the EU as well as the US vis-a-vis Nord Stream and 

Turkish Stream. During interviews with Greek officials some expressed their discontent with the 

fact that the EU still maintains a stereotypical view about Greece that it constantly seeks a 

geopolitical tet-a-tet with Russia, something which, according to their saying is not the case. 

Furthermore, highlighting the diplomatic pressure exerted to Greece and the application of 

double standards towards Nord Stream and Turkish Stream officials from the MOFA highlighted 

the fact that the US Special Envoy for  Eurasian Energy Amos  Hoschtein  has  visited Greece  2  

months  during  the last 10 months804. Against this backdrop the Greek-Russian plans were put 

on hold, but also because there  were  important  economic  constraints  in  the  project.  Once  

again,  however,  the   EU approached the proposed Russian project from a geostrategic and not a 

market-based approach, securitizing Turkish Stream805.  

Ironically, the most promising scenario for a full implementation of the potential of the 

Southern Gas Corridor is to be connected with the Turkish Steam branch that will connect 
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October 10, 2016 
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Turkey and Russia. Despite delays, Russia and Turkey inked an agreement in October 2016 on 

the construction of Turkish Stream. This raised eyebrows in Brussels as many foresaw 

Gazprom’s plans to connect the European branch of the pipeline to the Southern Gas Corridor. 

Many consider this as the natural outcome, as the two pipelines would complement each other; 

Turkish Stream would offer the additional 10bcm of gas that have yet to be found and which is 

necessary given the fact that Šefčovič has assured the respective stakeholders that the Southern 

Corridor would be able to secure 20 bcm of gas, half of which would come from Azerbaijan and 

the rest of them from Turkmenistan. Given the grim prospects of the Trans Caspian Pipeline, 

Turkish Stream can contribute to the economic sustainability of the US$ 45 billion project. In 

parallel, the Southern Gas Corridor could offer the unbundled infrastructure that would allow 

Russian gas to enter Europe. It would be a legal and political challenge however how the EC 

would react to such a scenario given that it has already granted exemption from it's the third party 

access provisions TAPs developers for the initial 10 bcm annually from shipments of Azeri gas 

to Europe. In other words Moscow has the opportunity to use the anti-monopolistic legislation of 

the EU to its own advantage. 

In reality, the possibilities of such a scenario are more than existing given not only the 

deadlock on the TCP but also by the fact that the two pipelines meet geographically as the last 

section of the Turkish Stream would end up to Ipsala, just opposite the Greek area Kipoi,  across 

the Greek border, where TANAP and TAP will also reach. As a result, in January 2017 

Gazprom’s deputy chairman Alexander Medvedev officially announced the possibility of 

transport Russian gas from Turkish Stream through TAP806. Given that geopolitics is not the 

foremost priority of energy companies, Michele Mario Elia, TAP‘s country manager for Italy, 
                                                           

806 John  Roberts, “The Impact  of Turkish  Stream on  European  Energy Security and  the  Southern  
Gas 
Corridor,” Washington DC: Atlantic Council Global Energy Center, July 2015, 8-19. 
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stated during an interview for the Italian TV Channel RAI3 that Turkish Stream could be just the  

piece of infrastructure that was missing in order to secure an extra delivery of Russian gas to 

South- East Europe807. Hence, combined with Šefčovič’s statement that the EU should be less 

worried about Gazprom as compared to the past, one can reach to the conclusion that the 

prospects of linking the two pipelines are substantial. 

This however, will be a major defeat for the EU energy security strategy, which has labelled 

the Southern Gas Corridor as the backbone of its energy diversification strategy. Eventually, 

Brussels faces the danger of Moscow undermining the European energy security using the tools 

that have been developed in order to contain Russia. This signifies the fact that the decision of 

the EU and in particular of the EC to exit its comfort zone and engage itself into geopolitical 

calculations trying to diversify away from Russia has not been an absolute success. The EU has 

been involved in a long-standing strategy game which is neither very familiar with nor very 

skillful in order to diversify away from Russia and it has embarked on a pipeline project which 

remains doubtful how will operate in full capacity without bringing Russia on board. In 

particular, further from wishful thinking and optimistic statements the EU has failed to secure 

additional gas flows in the Southern Gas Corridor. It remains questionable how it will do so as it 

has miscalculated and/or it remains unable to tackle the political complexities in the Caspian Sea 

region. Furthermore, one needs also to keep in mind that gas demand in EU has been into decline 

and in 2014 was 23% down compared to 2010. This puts the Southern Gas Corridor in more risk 

to become obsolete in the long run. 
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Table 9.2: EU Gas Demand 

Source: Breakingenergy.com (2015) 
 

9.3 EU-Azerbaijan Energy Security Relations 
 
EU-Azerbaijan relations date back to the demise of the Soviet Union. The two sides however, 

came closer with the launch of regional programs such as INOGATE, the 1999 PCA, and the 

establishment of the 2004 ENP. Until the middle 2000s the EU-Azerbaijan dialogue did not 

bring concrete results, at least not in the energy sector, with Brussels being rather reluctant to 

further penetrate the region due to rising geopolitical competition between Russia and the US 

on the Baku-Tbilisi-Ceyhan  oil  pipeline,  while  the EU efforts  to  mediate the  Nagorno-

Karabakh conflict  were  fruitless 808 . . In 2006, a joint EU- Azerbaijan  Action  Plan  in  the  

framework  of  their  PCA  was  signed  by  the  two sides and since then bilateral dialogue has 

been fostered through numerous instruments such as the Eastern Partnership and the European 

Neighbourhood Instrument (ENI). 

In parallel, starting from 2007, Azerbaijan became a gas exporter based on three main 

sources of gas: 1. the Shah Deniz field which is the country’s largest gas deposit 2. associated 
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gas from the Azeri-Chirag-Guneshli oil field and 3. volumes produced by SOCAR from the 

Shallow Water Guneshli field and other smaller fields. In 2015 the country’s gas production 

reached 18.9 bcm with 8.3 bcm being exported. The energy consulting company Wood 

Mackenzie and the IEA estimate that after Shah Deniz II is put into operation by 2020, the 

annual gas production of Azerbaijan will reach 25-30 bcm809. 

An important year for the EU-Azerbaijan energy relations was 2006 when the two sides 

signed a Strategic Energy Partnership concluded and Memorandum of Understanding (MoU) for 

their cooperation in the field of energy. In this framework, the EU has applied its usual approach 

to bring its energy partners close to its market-based principles which govern its internal energy 

market. Hence, it was agreed that Brussels would provide assistance for the harmonization of the 

Azerbaijani legislation with the EU standards leading to the convergence of the electricity and 

gas markets. The successful implementation of the BTC pipeline which allowed the EU to access 

Azeri oil has served as a starting point for closer energy cooperation between the two sides810. 

For both sides energy is the cornerstone of their relationship with the Azeri officials 

expressing their satisfaction about the progress of the EU-Azerbaijan energy relations. According 

to a representative of the Mission of Azerbaijan to the EU, the energy dialogue between the two 

sides has been place on a solid basis provided by the agreements which have been signed by the 

two sides. The goodwill of the EU was signified by the 2016 visit of the HR Mogherini to Baku, 

something that has been praised by the officials of Azerbaijan For Brussels, Azerbaijan has been 

                                                           
809 Simon Pirani, “Azerbaijan’s gas supply squeeze and the consequences for the Southern Corridor,” 
Oxford: Oxford Institute for Energy Studies, OIES Paper NG 110 (July 2016). 
810 European Commission, “Memorandum of Understanding on a Strategic Partnership between the 
European Union and the Republic of Azerbaijan in the Field of Energy,” Brussels: European 
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a very promising energy partner that would help Europe to diversify away from Russia. Both 

sides however tend to play down the geopolitical dimension of their relationship in order not to 

provoke Moscow. Hence, during interviews with EU and Azerbaijani officials both sides tried to 

emphasize the commercial aspect of their energy agreements and to delink it with Russia811812813.  

Southern Gas Corridor has been the backbone of the EU-Azerbaijan energy relations and 

when the final investment decision on extracting gas from the Shah Deniz II gas field in 

Azerbaijan was taken by the Shah-Deniz-II-Consortium in 2013, the European Commissioner 

Barroso welcomed the signing of the agreement characterizing it as a “a strategic door opener 

for stronger European energy security’ and “a major milestone for the diversification of our 

energy supplies, to the benefit of European consumers and businesses.”814. The prospects of   the 

construction of the Southern Gas Corridor have allowed Baku to approach this energy  

partnership with confidence and to pursue a balanced approach towards Europe and Russia. 

During interviews with Azerbaijani officials in Brussels and Athens, both officials appeared very 

confident about the potential of the pipeline as being the hosts of the pipeline. 

In line with the “business as usual” approach, the interviewees appeared indifferent with  the 

possibility of connecting the Southern Gas Corridor with either the Trans Caspian Pipeline or the 

Turkish Stream. In other words, given that Azerbaijan has secured the necessary capacity for the 

transportation of gas to Europe, it is open to any partnerships that can be commercially 

sustainable. In parallel, however, while the interviewees appeared open to host Russian gas by 

connecting the Southern Gas Corridor with Turkish stream they emphasized the superiority of  

                                                           
811 Anar Shukurov, (The Mission of Azerbaijan to the EU) interviewed by the author, Brussels, October 6, 
2016. 
812 EC Official 3, interviewed by the author, Brussels, October 7, 2016. 
813 EC Official 2, interviewed by the author, Brussels, October 6, 2016 
814 European Commission, “Gas from Azerbaijan: Commission welcomes final investment decision to 
extract gas pledged for Europe,” Brussels: European Commission, IP/13/1271, December 17, 2013. 
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the former in order to ensure that their market share in Europe will not be threatened by Turkish 

Stream. Hence, they stressed the fact that the Southern Gas Corridor cannot be compared to 

Turkish Stream given the fact that the latter is merely a proposed project and that its economic 

sustainability is questionable. In other words, they wanted to underscore their established 

position and to express their confidence that this cannot be threatened. Similarly, they appeared 

indifferent about the problem of the Caspian Sea dispute and the possibility of bringing Turkmen 

gas to Southern Gas Corridor. According to the Azerbaijani officers, the dispute about the status 

of the Caspian Sea is a technical issue that can be bypassed given that the respective parties need 

only to secure a limited space to construct the pipeline815. In parallel, an additional evidence of 

their confidence was also the observation of the representative of the Mission of Azerbaijan to 

the EU that Brussels had no concrete energy security strategy towards the Caspian Sea region816. 

This position would allow Baku to appear as equal partner with a coherent strategy towards 

Europe which is dictated by merely economic interests. 

A thorny issue however, is the performance of Azerbaijan on human rights and democracy. 

As in many cases, EU Member States and EU Agencies are largely divided with respect to the 

energy-human rights in Azerbaijan nexus; Nordic countries for example have very often 

criticized the suppression of civil liberties by Aliev’s government, while at the other end of this 

spectrum the Prime Minister of Hungary Viktor Orban characterized Azerbaijan as a “model 

country” following the signing of a Joint Declaration on Strategic Partnership between the two 

countries. In the same vein, EU institutes which are involved in energy negations such as the EC 

and the EEAS have kept a balance between the need to secure access to gas supplies and the 

                                                           
815 Eldar Aliyev, (Deputy Chief of Mission, First Secretary, Embassy of Azerbaijan in Athens) 
interviewed by the author, Athens, October 10, 2016. 
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promotion of the certain principles and norms via the EU energy diplomacy. The biggest 

challenge on the nexus between energy security and human rights in the EU-Azerbaijan relations 

emerged when the European Parliament which has been very critical against the government of 

Azerbaijan issued a resolution in September 2015 criticizing the deteriorating human rights 

situation in Azerbaijan817. Baku condemned the “biased” approach of the EP and responded with 

a series of measures including the decision to withdraw from the Euronest Parliamentary 

Assembly818. The wrath of the Azerbaijani leadership however has not hampered the energy 

dialogue between the two sides. Given the strategic importance of energy as well as the 

tremendous economic importance of the Southern Gas Corridor has insulated the energy sector 

from the human rights issue, with the interviewees stating that the EP resolution will not hamper 

their energy relations and that Azerbaijan appreciated what is on the table of the EU-Azerbaijan 

energy dialogue and that it understands the need of the EUMS to promote via the Parliament  

their domestic politics and other concerns. 

In turn, the reaction from other EU agencies was rather moderate with senior officials 

recognizing the problems that stem from the polyphony in the EU diplomacy while on the   other 

hand they stress that the EU should neither give up its values or stop applying power which 

constitutes the European comparative advantage, in the name of security of gas supply819. The 

confidence of the EU officials stems among others from the deepening of the EU internal gas 

market and the glooming projections for gas demand that make the need for Azeri gas less 
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pressing.  Therefore,  based  on  EU  officials,  they  understand  the  problems  created  by     the 

European Parliament initiatives, they will try to protect the energy relations with Azerbaijan but 

at the same time they argued that the EU is not ready to sacrifice its values in the name of gas 

supply820. 

More recently, in November 2016 the EU Foreign Ministers decided to negotiate a 

comprehensive agreement with Azerbaijan that would replace the 2010 Association Agreement 

and the 2015 Azeri proposal for a “Strategic Partnership Agreement”. Therefore, it mandated 

the EC and the HR Federica Mogherini to negotiate, on behalf of the EU and its member states 

with the Azeri leadership821. It is important to stress that both sides kept energy outside the 

human rights issue expressing their certainty that their energy trade will not be hampered822. On 

the other hand, the lack of coherence between EU member states and agencies clearly do not 

bring added value to the EU diplomacy towards Azerbaijan. All in all, it is important to stress 

that based on the conducted semi-structured interviews officials from all sides express their 

satisfaction with the prospects of future cooperation, they sought to downplay problems such   

as the human rights resolution, emphasizing the commercial dimension of their energy relations 

and delinking it from political and security issues. 

 

9.4 EU-Turkmenistan Energy Security Relations 

Following the demise of Soviet Union, Turkmenistan has gradually emerged as new energy 
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hotspot, eager to sell its hydrocarbon reserves on the global market. According to the 2014 BP 

Statistical Review of World Energy, gas reserves in Turkmenistan are calculated at 17.5 trillion 

cubic meters of gas823. For many years and even after the disintegration of Soviet Union, Russia 

monopolized Turkmenistan’s gas market; against this backdrop, Ashgabat, seeking to diversify 

its energy clientele, has turned towards the energy hungry Beijing, with the two sides  

establishing a vast pipeline network, the Central Asia–China gas pipeline, which can transport 

annually up to 55bcm of gas. Following however the rising Chinese demand for Turkmen gas 

deals  and  a series  of energy trade, infrastructure, and finance  agreements  that made  Ashgabat 

highly dependent on China, the Turkmen leadership has been interested in selling gas to Europe 

in order to decrease its dependence from China824. The prospects however for an EU-Turkmen 

energy partnership are far from rosy as the two sides need to overcome a series of legal, political, 

and technical milestones. Despite the explicit interest of both sides to bring Turkmen gas to the 

EU a number of hurdles need to be overcome. According to a senior EC official, there are four 

problems  vis-a-vis  export  of  Turkmen  gas  to  the  EU:  1.  EU  companies  have  no  access to 

Turkmenistan’s market 2. There are no pipelines for the transportation of gas 3. It is questionable 

whether the EU market needs the Turkmen gas 4. Given the recent fall in oil prices, the gas 

market is not very lucrative825. 

The bilateral economic relations between EU and Turkmenistan are governed by the EC- 

Turkmenistan Interim Trade Agreement which was signed in 1999, but eventually entered into 

force in 2010 pending ratification of a PCA by the EUMS and the EP which has not come into 

                                                           
823 Abdelghani Henni, “Gas for Cash: The Future of Turkmenistan,” The Society of Petroleum Engineers, 
November 11, 2014, accessed October 19, 2016, http://www.spe.org/news/article/Turkmenistan-Gas-
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824 Abdujalil Abdurasulov, “China's growing demand for Turkmenistan's gas,” BBC News, November 20, 
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825 EC Official 1, interviewed by the author, Brussels, October 5, 2016. 
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force due to human rights concerns. In April 2008, the Turkmen government signed a 

Memorandum of Understanding on strategic energy partnership with the European Commission 

which indicated a willingness to reserve 10 bcm/market-based of gas for Europe, which is merely 

a fraction of what Turkmenistan exports to China826.  The most likely transportation route of the   

Turkmen gas will be through the TCP that will connect Turkmenistan with the Southern Gas 

Corridor in Azerbaijan and in November 2014, the Turkmenistan’s energy company Turkmengas 

signed a framework agreement with Turkey to supply the TANAP with Turkmen gas. 

Amidst growing fears for the reliability of Russia as an energy partner, the EU has stepped up 

its diplomatic contacts with Ashgabat during the last years and recently EU officials stated that 

the TCP could be built by 2019827. Turkmenistan has been one of the three parties in the trilateral 

discussions between the EU, Azerbaijan, and Turkmenistan for the establishment of the Trans 

Caspian pipeline. Negotiations however came to a stalemate as Azerbaijan and Turkmenistan 

have been unable not resolve the issue of the status of the Caspian Sea region with the EU being 

unable to provide a tangible diplomatic solution. 

Despite the challenges ahead, both sides consider this as a positive step with an EC officer 

arguing that during the last years the improvement in the informal and formal dialogue progress 

between the two sides has been unseen828. Similarly, Turkmen officials have been expressing 

their satisfaction for their dialogue with the EU arguing that they have no problem interacting 
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with EU institutions instead of EUMS829. Interestingly, at the 2016 Global Forum on Energy 

Security that was held in Beijing, the Ambassador of Turkmenistan H.E. Tajievna Rustamova 

mentioned at the key note speech that by 2020 Turkmenistan will be selling at least 10 bcm of  

gas to Europe830. While this is an overstatement, given the fact that this took place in front of a 

largely Chinese audience, it can be explained as an attempt of Ashgabat to project its capability  

to diversify its clientele away from China. 

To begin with, adding the European interest in Turkmenistan’s energy equation has led to 

questions about Turkmenistan’s capacity to supply with enough gas both China and the EU, and 

possibly Russia. According to the 2015 BP Statistical Review of World Energy, Turkmenistan 

produced 69.3 bcm of gas in 2014 of which 27.7 bcm were consumed, 25.5 bcm were exported to 

China, and the remaining quantity has been exported to Iran and former Soviet Union states. If 

the EU is to purchase 10 bcm of gas from Turkmenistan, Ashgabat will have to boost its gas 

production otherwise it will find itself stretched thin trying to satisfy all its supply obligations831. 

Things will become even more demanding for Ashgabat given that it has contracts to ship 80 

bcm of gas to China once the Line D of the China-Turkmenistan pipeline will be completed. 

Again  however,  Turkmen  officials  appear  confident  that  their  gas  deposits  will fully satisfy 

domestic and external demand. An issue of key importance will be the ongoing development of 

the Galkynysh gas field that can boost the country’s gas production to 95bcm per year. In line 

with this, President Gurbanguly Berdymukhamedov had announced that Turkmenistan would 

                                                           
829 Chinar Rustamova, (Ambassador of Turkmenistan to the People's Republic of China) interviewed by 
the author, Beijing, July 11, 2016. 
830 Chinar Rustamova, Ambassador of Turkmenistan to the People's Republic of China, Key note   
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at “Energy Choices Under Low Oil Prices,” Beijing: Global Forum on Energy Security, June 30, 2016 
831 BP Global, “BP Statistical Review of World Energy,” London, 64th Edition, BP Statistical Review of 
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ramp up production gas production to 83.8 bcm in 2015832. Even under this scenario however, 

things will remain strained for Turkmenistan that will have to step up its efforts and meet the 

stated goal of 100-120 bcm annually in order to provide with ample gas all its clients 

simultaneously. A major problem here is that Turkmenistan’s data can be easily contested as the 

country allows almost no access to information to domestic information as well as to Turkmen 

officers. During the 2016 Oil and Gas Conference in Ashgabat, it was almost impossible to 

interact with Turkmen officials while all interviews had first to be approved. 

An additional problem which has been already analysed is the status of the Caspian Sea or at 

least finding an interim solution that will enable the construction of the pipeline. Responding to 

questions about how this maritime dispute can block the construction of the Trans Caspian 

Pipeline, the Ambassador of Turkmenistan in Beijing expressed her confidence that this issue 

will be overcome as, according to her words, Azerbaijan appears ready to facilitate the 

construction of pipeline, while with respect to Iran the Ambassador mentioned that the two 

countries will solve this problems as they always do, arguing that the two countries are “one 

family, like brothers”.   This optimism  however  is  not  shared by EU officials who have been 

more pessimistic about the feasibility, and the political reality of the pipeline. Therefore, there 

have been some proposals for now in the form of speculation or discussion such as floating 

compressed natural gas or sending Turkmen gas via gas swaps, via other countries such as 

Turkey833 834. All these options however are far from being considered as credible alternative 

options as they face serious technical and financial challenges835. 
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Furthermore, EU is a latecomer in the Turkmen energy market and there is clearly a lack of 

compatibility between the energy security approaches of the two actors. Clearly, the EU cannot 

compete with the clout of Beijing which brings on board diplomatic leverage, vast foreign 

exchange reserves, and energy security approach that is closer to Ashgabat’s perceptions needs. 

In fact the Chinese presence has been very strong in all different aspects of Turkmenistan’s 

economy and to the EU eyes this is very hard to compete. One of the interviewed EU officers 

who had interacted with representatives of the Chinese interests in Turkmenistan described them 

as being very confident, almost dominant towards Turkmenistan and other competitors. In 

particular, the EU official described the Chinese attitude towards the European representative as 

having implied that China would allow the EU to access onshore gas but there was no possibility 

that EU would be able to access Turkmenistan’s offshore gas where CNPC is the only   

operating energy company 836 . In his speech at the 2016 Oil and Gas Conference Kirill 

Molodtsov,   Deputy Minister of Energy of the Russian Federation underscored the importance 

of Russia in the energy market of Turkmenistan, something that can be also considered as a 

message towards the EU.  

As a result, while China has already consolidated a strong foothold in Turkmenistan,  

Brussels have been struggling to establish channels of communications and mutual trust. The EU 

has been unable to put into force the 2010 Partnership and Cooperation Agreement (PCA) with 

Turkmenistan, which is still pending ratification by the EU countries and the European 

Parliament, due to human rights’ concerns. The reason behind this is the poor performance of 

Turkmenistan in human rights which is in conflict with the EU liberal approach and more 

specifically it violates the Interim Trade Agreement demanding Ashgabat’s compliance with 

internationally recognized human rights standards. Recently, in March 2016 a group of  30 
                                                           

836 EU Official 1, interviewed by the author, Brussels, October 6, 2016. 



454  

human rights NGOs, many of which are based in Russia and Central Asia, sent a letter to the 

members of the European Parliament requesting from its members to defer approval of the PCA 

agreement until Ashgabat meets all the human rights benchmarks that had been  established 

before by the European Parliament. The signatory NGOs recognized that Turkmenistan has made 

some progress on human rights issues, yet they emphasized the lack of progress and transparency 

with respect to most pressing issues such as incommunicado detention and detention of  political 

activists, freedom to travel abroad, and independence of human rights NGOs,837. 

In fact, Brussels faces the daunting task of combining to conflicting goals gas supply and 

promoting human rights in Turkmenistan, which brings us again a fundamental problem of the 

external EU energy security strategy of conflicting goals and approaches. Hence, NGOs as well 

as other voices within the EU argued that Brussels should hold a firm position towards Ashgabat, 

based on the argument that Turkmenistan will be eventually forced to make the necessary 

concessions. Otherwise, they suggest the Trans Caspian pipeline will be fuelling the “rentier 

effect” and it will bring more energy security to EU at the expense of Turkmen citizens. On the 

other hand, EU officials mainly from the EC suggest that the EU partnership as closer energy 

trade ties will eventually bring Ashgabat closer to the European norms838. 

In fact, despite the rhetoric of EU officials, it appears that the approach of the EC officials  

has been gaining momentum, as there is a slight yet distinct prioritization of energy security over 

human rights vis-a-vis Turkmenistan. This has been especially the case after the 2006 and 2009 
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crisis which underscore the importance of gas diversification and securitized energy839. For 

example, while the new EU’s Central Asia Strategy that was published in 2015 included a human 

rights clause the prevalence of energy has been clear 840. In fact the 2008 MoU on Energy 

Cooperation as well as the 2010 Interim Trade Agreement enabled the EU to eschew the 

conditionality clause and bypass the concerns of the European Parliament and other NGOs841. 

Evidence of the prioritization of energy trade over human rights can be also traced in EU 

official statements. In a 2007 press conference, Christian Hohmann, the spokesman of 

Commissioner Ferrero-Waldner, admitted that she was unable to come up with a clear answer to 

the question about the conditionality of human rights to the EU-Turkmenistan energy relations 

and she stated that “In our policy, human rights concerns play a big role and will continue to do 

so. And we do think that dialogue and cooperation are the way to promote human rights [in 

Turkmenistan].” Most remarkably, when the Energy Commissioner Andris Piebalgs visited 

Ashgabat his spokesman Ferran Tarradellas put clear blue water between energy and the EU's 

human rights concerns, stating that “We are talking about a commodity which we buy for money 

and we want to see the rules of the game [settled]. Human rights are not bought and not open to 

negotiation”. It has become apparent that the pressing EU energy security needs have priority 

against the EU’s human right concerns, something that EU privately concede. Despite different 

voices, the prioritization of energy security over human rights in the energy dialogue with 

Turkmenistan has signified a shift towards a more geopolitical approach on the specific issue of 
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the EU energy security strategy, something which has been explicitly recognized by Benita 

Ferrero-Waldner, then EU External Relations Commissioner who in a 2007 high-level 

conference on EU-Central Asian economic cooperation in Berlin stated with respect to the 

relations between the two actors: “To deepen our relationship is not one option among many --  

it is a clear geopolitical imperative” 842. All in all, however and notwithstanding opposing   

voices, the atmosphere in Brussels as well as Ashgabat is that human rights will not eventually 

block a possible gas deal between Brussels and Ashgabat. 

In reality however, the case that the possibilities that Ashgabat will embrace the European 

values as a result of gas trade are very low. While Ashgabat is very interested in diversifying its 

gas exports away from China and Russia, yet it seems impossible that it will forego its 

authoritarian regime which is rooted in deep embedded values and the political culture of the 

country. Since its founding Turkmenistan has been governed by two highly authoritarian figures 

the respect for whom have reached the limits of cult as well as by a very closed elite which has 

no incentive of risking its dominant position. All in all, in a cost-benefit analysis the merits of 

maintaining the status quo outweigh those of closer energy relations with Europe843. 

The lack of steam in the EU-Turkmenistan relationship was also evident in September 2012 

when President Berdimuhamedow snubbed the EU Energy Commissioner Günther Oettinger  

who was visiting Turkmenistan844. What is more, the prospects for closer energy cooperation 

between the two sides have been further hampered by different business practices and  
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approaches on how to conduct gas trade. For one thing, it is questionable whether Brussels 

will conform to Ashgabat’s requirement that its clients must purchase its gas on its border 

taking all the transit risk, a demand which has been already met by Beijing. 

In Turkmen officials’ eyes the EU is a reluctant actor which remains ambivalent vis-a-vis 

Russia and as opposed to China cannot “make things happen” 845. This mismatch became 

apparent, when the then European Commission President Jose Manuel Barroso visited 

Turkmenistan in 2011, with Turkmen diplomatic sources appearing unease with the visit as 

Barroso had no concrete plans that would push forward an energy deal846. According to the 

Yagshygeldi Kakayev, Vice-Premier of the Turkmen government, “the European Commission 

keeps promising and we keep waiting”847 . In fact, what Turkmen officials expect is the EC or 

any other EU institute in charge, to bring the EU companies to Trukmenistan to ink gas deals 

with Turkmen companies. This is something that was also suggested by the Ambassador H.E. 

Rustamova848. This, however, is clearly not the way that the EU “conducts business” to quote 

an EC official as the role of the EU institutions is merely to facilitate the arrival of the 

interested European energy companies and possibly to “indicate political messages to energy 

companies and nothing more” as mentioned by EU officials849850. 

While Ashgabat expects EU officials to be able to put energy deals into motion, EU 

officials approach their energy dialogue with Ashgabat from another perspective leaving such 
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issues to energy companies. This might be the way EU conducts its business yet it has been a 

distinct disadvantage in an environment where more state leaders can practically decide and ink 

energy agreements. On the other hand, it needs to be stressed that gradually the EU officials 

appear more confident if not indifferent regarding the future of EU-Turkmenistan energy trade, 

given the success of the internal energy market measures and the pessimistic projections for gas 

demand in Europe851. This has been also the overall atmosphere in the respective discussion 

with several EU officials. 

This indifference might have been partially the reason behind communication issues between 

the two sides. For example, such problems occurred at a meeting between the deputy director 

general in the DG ENER and representatives of the government of Turkmenistan in April 2016. 

The EU side proposed their negotiations with Turkmenistan by adopting a “take or leave it” 

position. Following this meeting Šefčovič contacted Berdymukhamedov asking to discuss the 

modalities of possible energy cooperation, but the President of Turkmenistan did not send a 

concrete reply. Furthermore, according to an EEAS, such problems of communication between 

the two sides occurred even with respect to scheduling their bilateral meetings with both sides 

being unable to host the other side’s working schedule852. All in all, despite official statements, 

both sides were not well-prepared to deal with the other side as the daily working routine despite 

efforts from both sides has been far from unproblematic.  Several EC members with experience  

in  working  with  Turkmenistan  admitted  that  for  a  sovereign  authoritarian  state  such as 

Turkmenistan, the EU is a “strange animal” and consequently the members of the two sides have 

different working styles. Hence, despite efforts to converge they face difficulties to the principles 

and working methodologies of the other sides as some things “cannot just happen” implying for 
                                                           
851 Nick Butler, “Has gas demand in Europe peaked?,” Financial Times, May 23, 2016. 
852 Lubomir Frebort, (EU Chargé d'Affaires, The Mission of the EU to Turkmenistan) interviewed by the 
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example the EC bringing energy companies to Ashgabat853854. 

Finally, the EU cannot support the European companies in their endeavours in Turkmenistan 

as the latter face fierce competition and a highly regulated and unfriendly investment 

environment. According to the 2015 Corruption Perceptions Index, Turkmenistan ranked 156th 

out of 168 countries as one of the most corrupted countries 855 . In March 2016, President 

Berdymukhammedov made a public statement on state television and admitted that there is major 

corruption in the Turkmen oil and gas industry856. Furthermore, having the support from national 

governments is very important for energy companies which seek to establish business 

partnerships in Turkmenistan while the regulatory framework in the country is very stringent 

making it more difficult to operate. For example, the current legal framework for investment 

requires  that  a  foreign  company  which  invests  in  Turkmenistan  requires  that  90%  of   the 

employed personnel will be Turkmen857.Hence, many EU companies face difficult to meet the 

challenges of this investment environment as their business culture is non compatible, they do  

not have the direct backing of the EU or their national governments, something which is in line 

with the liberal perception of energy security, while their obligation to meet certain obligations of 

transparency  and  disclosure  limits  their  lobbying  options858.  
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9.5 Conclusion 

The energy trade between Europe and Russia and the risks that emanate from overdependence 

from Russian gas have been the main point of reference of the EU strategy towards the Caspian 

Sea region. From one hand, the memories of people dying as a result of the 2009 Russia-Ukraine 

gas dispute and the Russian invasion to Crimea have been a watershed for the EU casting doubt 

on the reliability of Moscow as an energy partner. At the same time it  needs to be stressed that 

even during the most critical times of the Cold War Moscow met its  own end in the gas 

agreements with Europe. The EU energy security strategy is not currently at crossroads as it has 

been at this point some years ago facing two major gas crises and hardships in the enforcement of 

the EU energy market liberalization and integration. One of the responses adopted by the EU is 

diversification of gas supplies away from Russia and this is a policy choice which enjoys the tacit 

support from the vast majority of EUMS and EU institutions. While the Caspian Sea region 

offers  oil and gas to the European market this dissertation chose to  focus on gas as the oil 

supplies are largely regulated by market mechanisms with the only policy issue at stake being in 

the past the construction of the BTC oil pipeline. The focus of the EU energy diplomacy towards 

the Caspian Sea region is part of an overall set of policies which share the characteristics of 

hedging. In particular, it serves as a form of indirect balancing because bringing gas via the 

Southern Gas Corridor will offer an excellent diversification option which will be the first one in 

the EU energy policy. In this plan Azerbaijan and to a lesser extent Turkmenistan play a 

prominent role as they maintain vast gas deposits. 

The EU effort to penetrate the energy markets of Azerbaijan and Turkmenistan has been 

unambiguously correct despite the flaws in its articulation. The reasoning as well as the approach 

which has been adopted by the EU has been largely market-based yet after mid 2000s Brussels 



461  

has become or at least there are attempts to be more pragmatic. During the last years Brussels has 

articulated a strategy that has already brought fruits. Although the 10 bcm that have been already 

agreed to arrive are just a fraction of what Moscow exports to Europe, this is an important first 

step; again how one evaluates the prospects and the contribution of the Southern Gas Corridor 

depends on the narrative under which it is framed; on one hand the gas which is planned to be 

imported will not be a game changer, yet when considered in conjunction with internal energy 

market implementation, then it becomes a part of a set of policies which entail a hedging effect 

and hence they bring added value to the EU. 

On the other hand, one should remain very cautious with respect to the prospects of more gas 

coming from Turkmenistan given political, technical, economic, and security problems. Against 

this backdrop the EU does not have the capacity to bring tangible results while the lack of 

compatibility hampers a closer partnership between the two sides. Despite the recent attempt of 

EU institutions such as the EEAS and to some extent the EC, human rights violations still   

standas a major problem in the EU-Turkmenistan relations although it is not the biggest one. For 

Brussels, the biggest problem is that it represents a strange post-modern formation which has to 

deal with and compete against modern sovereign states such as Turkmenistan and China, which 

have little understanding and also little willingness to learn about the market-based energy 

security governance model of the EU. 

This problem signifies the limits of the EU external energy strategy. Despite attempts from EU 

institutions to make the EU external energy security strategy and in particular the EU energy 

diplomacy towards the Caspian Sea region more realistic and pragmatic there are certain limits 

that Brussels cannot transcend and practices that cannot be adopted. As an EU official mentioned 

during one of the interviews “We are the EU and hence if we abolish all our norms and values 
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then what will be left?”859. 
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10 China’s Energy Security Strategy towards the Caspian Sea Region 

China and Caspian Sea states have been closely intertwined in history and during the 

previous decade a largely energy security-motivated Chinese expansion in the region took place. 

Russia, Kazakhstan and Turkmenistan offer a combination of vast energy resources at a close 

distance that can be transported bypassing the Malacca Straits. China’s interest in the region  

dates back in mid-1990s when Premier Li Peng visited Kazakhstan seeking among others  energy 

cooperation with the oil rich country. The same year, the Chinese interest in Russian energy 

resources was commenced when Beijing expressed its interest in constructing a   pipeline from 

the Kovykta gas field and Kremlin also proposed the establishment of a pipeline that would 

connect the two countries860. Hence, the Chinese plans to connect with the Caspian states was 

part of China’s strategic planning in the Ninth Five Year Plan (1996-2000) which sought to 

increase investments in Xinjiang in order to serve as a bridge between the two regions. During 

the same period, Li Peng called for an active implementation of an energy diversification   policy 

through political lobbying, financial assistance, and political partnerships with Central Asian 

states. 

The strategic importance of energy security and Central Asia which includes Russia, 

Kazakhstan, and Turkmenistan, was underscored by the Chinese leadership in the Tenth Five- 

Year Plan (2001–2005) which also promoted diversification of oil and stepping up oil and gas 

exploration abroad861. The Chinese interest in the Caspian energy oil and gas resources became 

increasingly    important    at    the    early    2000s    with    the    discovery    of the super-giant 

offshore oilfield, Kashagan, in the Kazakhstan, the Chinese disappointment about the limited 
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outcome of the Sino-Russian energy relations and domestic energy shortages862. In parallel, 

instability in Middle East after September 11th  terrorist attack and the emergence of Japan as an 

energy competitor for the Siberian oil pipeline forced Beijing to shift its attention to the Caspian 

States seeking for alternative energy suppliers863. 

The Chinese energy security strategy in the region is a combination of economic, political, 

and security interests, which have led Beijing to adopt a hedging energy security towards the 

Caspian Sea states in order to accommodate both market-based and geostrategic challenges. In 

fact, the region plays a central role in China’s energy security strategy. Driven by a burgeoning 

energy demand, China sought to access energy resources that would help the country satisfy its 

energy needs, but also meet certain geopolitical goals which are mainly encapsulated in the 

necessity to diversify its energy suppliers and reduce dependence from Middle East as well as to 

bypass the chokepoint of the Malacca Strait and reduce dependence from the US controlled 

SLOCs in the Indian Ocean. Towards this end, the Caspian Sea region is of particularly 

importance not only due to its ample energy resources but also because of its geographic 

proximity to China, the relatively limited presence of the US in the region and the overall close 

ties between China and the Caspian states. 

In this context, starting from the early 2000s, Beijing sought to set a strong foothold in the 

area by inking strategic energy agreements and constructing pipeline networks that would 

transport safely oil and gas in its Eastern coastal cities which serve as the economy’s 

powerhouse. Towards this end, China has adopted a multifaceted resource diplomacy using 

financial aid programs, trade and investment agreements, political leverage, and to some extent 
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military policy tools. In some occasions, closer energy relations with Caspian states in the name 

of energy security have come at an important economic toll highlighting the predominance of 

geostrategic concerns against market-based approaches on energy security, at least until the mid-

2000s. In parallel, an additional dimension, which has been often overlooked, is domestic energy 

issues as a driving force but also as a regulator of China’s energy security strategy. For example, 

while CNPC had been pushing for an oil pipeline connecting Western China with the Eastern by 

2005, a large part of the crude oil that was purchased from this region was still transported by 

trucks. It was only the establishment of the government’s “Developing the West” strategy that 

gave the necessary momentum to the specific project. What is more, domestic energy production 

could impede Sino-Caspian energy trade; for example, developments in the Dabei gas fields 

where PetroChina announced in late 2006 that it discovered 150 bcm and Sinopec claimed 

holding reserves of 311bcm were seen as competitors to Caspian gas864. 

China’s energy strategy towards the Caspian Sea region has been also part of Beijing’s 

“peripheral policy” (zhoubianzhengce) that was initiated after the early 1980s and incorporated 

energy security in the mid-1990s. Beijing identified that the emergence of a new sub-regional 

block after the demise of Soviet Union could offer useful mechanisms vis-a-vis the West  and 

thus  it  tried  to  promote  its  peripheral  policy  via  bilateral  partnerships  and  also  by   taking 

advantage of rising collectivism in Central Asia865.  Moreover, within the framework of its broad 

interests in the Caspian Sea region has launched a number of regional institutional initiatives  

such as the SCO and OBOR. 
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In parallel, the existence of multiple triangular and in some occasions quadrilateral energy 

relations with respect to the energy ties of China with the Caspian States as well as its interaction 

with other energy players which are part of the Caspian ESC have sparked concerns about the 

emergence of a new grand game and the possibility of security threats stemming from China’s 

resource diplomacy. In this context, a lot of discussion has taken place with respect to China’s 

intentions in the region, whether the Chinese aggressive resource diplomacy would destabilize 

the Caspian energy market, if it will lead to a military confrontation of the US and how would 

Russia respond to the Chinese aspirations to control the energy resources. Reality however, is 

more complex and one needs to take into consideration the corporate interests of the participant 

companies, domestic realities, and the energy security strategies of the Caspian States. 

According to Martha Brill Olcott (2007), argued that neither China nor Russia nor the US 

can dictate the energy outcomes in Central Asia866. While this is a rather far-fetched comment   

given the strong economic interdependence of the states in the region with China and the 

dominant military role of Russia it underscores an overlooked reality which is the importance of 

the Caspian states’ governments in China’s energy security strategy. 

As a result, this chapter will first examine the energy security strategy of the China in the 

region and its energy relations with the Russia, Kazakhstan, and Turkmenistan. Finally, it will 

assess how the evolving Chinese approaches on energy security have been changing China’s 

energy security strategy in the region. 

 

10.1 China-Russia Energy Security Relations 
 

Undoubtedly Russia is the most important energy exporter in the Caspian Sea region as it is 
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the world’s third largest oil producer and the second largest of natural gas. Sharing a border of 

more than 4000km of border, the two countries maintain a “strategic partnership” for 

approximately 20 years and they currently maintain a multifaceted energy partnership. On the 

other hand, conflicting interests, a long-standing mutual mistrust, and investment impediments 

have hindered a further evolution of bilateral energy ties. Feng Yujun of the CICIR notes that the 

gap between  the  potential  of  their  relationship  and  reality  is  still  big.  Russian  energy   

exports accounted for 11 percent of Chinese oil imports in 2014 while the share of gas imports 

has been limited to the percentage of 1 percent867. 

Although China and Russia share a long list of common interests, their energy security 

dialogue has not reached to its full potential leading to a strategic energy partnership. The two 

countries could be a perfect energy fit given China’s need to fuel its economy and the importance 

of energy revenues to Russian economy. The potential of Russia vis-a-vis China’s energy 

security are considerably big as Moscow can greatly facilitate Beijing’s plans to ensure access to 

oil and gas and reduce dependence from the US. The strategic partnership of the two countries 

was inked in 1996,  followed by the 2001 Treaty of Good-Neighborliness and Friendly 

Cooperation and a 2015 Joint Declaration on Deepening the Two Sides’ Comprehensive 

Partnership and Cooperation. These agreements offer a promising framework that could help 

China consolidate a strong energy partnership with Moscow, balance against the US and bypass 

the Malacca Strait bottleneck. At the same time however the dominant military role of Russia in 

the Caspian Sea region and the problems in the Sino-Russian energy dialogue can be impediment 

in China’s aspirations. In parallel, Chinese and Russian companies are often competing for the 

same energy projects in the Caspian Sea region. The biggest problem however, is the lack of 
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trust between the two countries, which has been present during most times of their bilateral 

relationship. Consequently, the potentially strategic partnership between the two big energy 

players has been lacking momentum with Feng Yujun from the CICIR noting that the Sino-

Russian energy cooperation has been evolving yet considering its potential the gap is still big868.  

Moscow and Beijing were discussing the possibilities about bringing Russian gas to China via 

pipelines, while in 2000 Russian oil amounted only to 2 percent in China’s oil imports. Despite 

the limited volume of oil and gas, trade energy was part of the Sino-Russian dialogue with the 

two countries emphasizing their intention to cooperate in a number of fields including 

energy 869  870 . Therefore, in July 2001 the two countries signed the Treaty of Good-

Neighborliness and Cooperation and according to Article 16, they agreed to cooperate among 

others on trade and economic cooperation in the field of energy871. During the same summit the 

two sides agreed to formulate a plan for the discussion of a pipeline that would extend from 

Angarsk near Irkutsk in eastern Siberia to Daqing in Heilongjiang province. At that time and 

until 2011 Russian oil  was shipped to China by train with voices calling the establishment of a 

pipeline network. The proposed 2,400 km pipeline was expected to be concluded in 2005 and its 

capacity would be 20 million barrels an amount significant lower than the volume of China-

Russia oil trade. In parallel, the cost of the pipeline would be considerably high given the 
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distance between  remote  Siberian  oil  fields  and  the  Chinese  cities  with  high  industrial  

activity872. While the construction of such a massive pipeline would have its own dynamic and 

would boost the overall Sino-Russian  energy trade,  the  gap  between  projected  and  actual  

energy volume  reflects the strategic thinking in Beijing’s approach. 

Things however became more complicated with the emergence of Japan as a potential 

competitor for the pipeline. Using the same method as China, Tokyo was willing to sweeten the 

deal by offering low-interest loans that would finance the project whose cost would reach USD 5 

billion. In parallel, Japan’s bid was supported by the Russian state-owned energy company 

Transneft. As both the Chinese and the Japanese government lobbied for the pipeline, Russia 

responded with delaying its decision and President Putin successfully played each side against 

the other in order to maximize the profit of a final decision. An additional reason behind the 

Russian tactics was Russia’s domestic politics and in particular, the standoff between President 

Putin   and   energy   oligarchs   such   as   the   energy   company   Yuko’s   chairman     

Mikhail Khodorkovsky873. 

Using energy as a leverage worked well for Russia as Japan, offered in 2003 to finance the 

entire Japan-bound project, while China’s Premier Wen Jiabao promised in 2004 USD12 billion  

in Chinese investments in Russian energy infrastructure projects. What is more, the same year 

Beijing adopted a more conciliatory attitude regarding the Ussuri border issue in return for a 

reciprocal friendly gesture from Russia vis-a-vis the pipeline issue. All this time, President Putin 

adopted a constantly changing standpoint with conflicting and vague statements regarding the 
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future of the project 874 . Hence, after a long period of negotiations and lobbying, Moscow 

decided to take a hedging position with the construction of a pipeline with two branches that 

would bring oil to both countries and in 2006, China managed to secure access to the so-called 

Eastern Siberia–Pacific Ocean oil pipeline (ESPO pipeline), that brings oil to Daqing, China  

 
 

Figure 10.1: ESPO Pipeline 

 
Source: uk.reuters.co (2015) 

 
The project however has been far from unproblematic as it has stumbled upon financial 

problems while China managed to put it back on track only after it agreed for “oil for loans 

agreement” between China Development Bank and Rosneft and Transneft. In exchange, Russia 

would supply China with 15 million tons of oil per year from 2011 until 2030. This deal in turn, 

spurred concerns among Chinese officials over Russia’s capacity to deliver its pledges. An 
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additional challenge that China had to face was the pricing conflict over the “oil for loans” 

agreement with first tensions taking place in 2009. The operation of the pipeline was initiated  in 

1st January 2011,  yet  two  months  later  the  Russian  state-owned  company Rosneft  who  was 

supplying China with oil accused CNPC of unilaterally cutting prices and threatened with legal 

ramifications. Analyzing the price issue of the ESPO pipeline, Yang Cheng of East  China 

Normal University argued that ‘The construction and operation of the oil pipeline only marks a 

new phase of China–Russia energy cooperation. It is likely to generate new conflicts. We cannot 

exclude the possibility that Russia will adopt the same approach as it did to Ukraine and 

Turkmenistan at crucial junctures”875  What is more, by October 2017 the ESPO Pipeline is 

expected to double its capacity as the two sides have agreed to construct a second parallel 

pipeline876. 

The background of the ESPO pipeline project has been a typical example of the barriers in the 

Sino-Russian energy relations. In particular, there was ample scepticism among Russian leaders 

about the impact of China’s growing power and its robust economic growth in the regional 

balance of power, while from a more economic perspective Igor Yusuf, then Energy Minister of 

Russia,  argued in 2003  that “it  would  be  inadvisable  to rely  solely  on  a pipeline running 

into an enclosed market, that is, China”877. All in all, the case of the ESPO pipeline stands out 

as a vivid example of how political mistrust and conflicting priorities had been preventing 

Sino-Russian energy relations from booming. Suspicion from Russian elites about China’s 
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intentions and concerns of Chinese officials about Russian energy policy as well as that Russia 

has Europe as first priority have been long-standing impediments in their energy dialogue. In 

parallel, though, the Sino-Russian energy relations experienced a steady institutionalization, 

which confirms the interest from both sides in consolidating a closer energy partnership despite 

problems in their partnership. According to Qinhua Xu and William Chung (2016), from 1994 

to 2003 the two countries set the stage for their bilateral energy cooperation and set up the 

China-Russia Energy Cooperation Committee (CRECC). CRECC meets on an annual basis and 

meetings take place at a Vice-Prime Minister level. It needs to be stressed that apart from 

declarations and energy dialogue, no major breakthrough has been achieved at the CRECC. The 

second stage of the Sino-Russian energy relations provisioned the launching of a more 

concrete energy partnership, which included the opening of the energy discussion, the 

implementation  of  certain  projects  and  the  initiation  of  an  energy  resources negotiation 

mechanism878 879. 

      The third stage of the Sino-Russian energy relations extends from 2009 until today,  it 

includes enhanced energy trade relations, and it has been marked by important bilateral 

agreements.   In   the   years   2013-2014,   the   Sino-Russian   energy   relations   experienced  a 

breakthrough as the two sides reached a series of agreements that could potentially alter the 

global energy landscape. In 2013, Rosneft and China agreed to double the oil supply, under a  

new 25-year oil deal worth USD270 billion 880. According to Keun-Wook Paik (2015), the 
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Chinese leadership appeared to be deeply concerned on their country’s dependence on seaborne 

oil transportation routes and consequently they were extremely interested in securing access to 

Russian oil agreements. Thus, it should come as no surprise that it was willing to offer a large- 

scale financial package using the leverage it had due to its vast foreign exchange reserves881. 

Furthermore, this impressively active period was highlighted by two gas agreements signed 

amid the Russia-Ukraine crisis. In May 2014, President Putin visited China and the two countries 

reached a USD 400 billion gas deal that provisioned the delivery of 38 bcm annually, for 30 

years, starting in 2018. The gas would be transported from  Chayandinskoye  and Kovyktinskoye 

fields in Eastern Siberia to North East China through the so-called Power of Siberia Pipeline 1. 

Six months later, the two countries signed a non-binding memorandum of understanding (MoU) 

that envisaged the supply of additional 30bcm/year of gas from the Altai region in West Siberia 

to west China through the so-called Power of Siberai-2 pipeline. The agreement however was 

immediately questioned by experts such as Skalamera (2014) who questioned the prospects of a 

final agreement arguing that, after the Power of Siberia-1 agreement, Beijing does not need a 

second agreement with Russia. What is more, the merits of such an agreement could be contested 

given the significant investment requirements as well as the fact that the Power of Siberia-2 

would deliver gas to a remote area were energy needs are very low. Thus, additional costs 

would be necessary in order to bring gas in areas with high- energy consumption882. 

 

 

                                                                                                                                                                                           
21, 2013, accessed January 29, 2017, 
881 Keun--Wook Paik, “Sino-Russian Gas and Oil Cooperation: Entering into a New Era of Strategic 
Partnership?,” Oxford: Oxford Institute for Energy Studies, OIES Paper WPM 59 (April 2015), 5. 

882 Morena Skalamera, “The Sino-Russian Gas Partnership: Explaining the 2014 Breakthrough,” 
(Belfer Center for Science and International Affairs John F. Kennedy School of Government, 
Cambridge November, 2014), 9-10. 



474  

Figure 10.2: Pipelines from Russia to China 
 

 
Source: Gazprom 

 
The merits of such an agreement were multiple for both sides. According to Paik (2015), the 

Chinese interest in such a project can be attributed to President Xi’s call for an energy revolution 

that would reduce China’s coal dependence. By 2014, air pollution had become a major priority 

for Beijing as the high human life toll and the economic pressure due to low quality of air 

threatened political stability. In parallel, Russian gas would reduce the Chinese dependence from 

Middle East as well as from the Malacca Strait. Moreover, it would help China bring Russia 

closer and bring Moscow on board with China’s OBOR strategy. Paik noted that in the name of 

the promotion of China’s Silk Route Economic Belt, President Xi was willing to bear the 

economic cost in order to maintain good relations with Moscow. On the other hand, the 

agreement came at a very convenient timing too as it allowed Moscow to increase its penetration 

in East Asia and balance against the Western sanctions in the  aftermath of the Russia-Ukraine 

crisis. Considering China as a potential substitute  after the EU trade sanctions to Russia would be 

a far-fetched argument given that in 2013 Gazprom’s exports to Europe reached 162 bcm, an 



475  

amount which is multiple times higher than the China-Russia gas trade. What these deals 

however served was the Russian diversification strategy seeking to show to Europe that Moscow 

has been attempting a strategic pivot to Asia and certainly find significant economic support in 

the Sino-Russian agreement. 

The prospects of the Power of Siberia-2 project took a downturn in summer 2015 when 

Chinese equity firms quietly put on hold the specific project, while by the end of July 2015 

Russian media reported an indefinite delay in the final signing of the contract between the two 

companies. The reason behind this postponement can be found in the decline of China’s gas 

consumption that fell by 8.5 percent in 2014 as well as in the sharp fall in oil price that made 

LNG  more  attractive  to  Beijing883. This  was  a  clear  signal  of  the  importance  that  Beijing 

attaches to economic details of energy agreements, but also the ability of the Chinese leadership  

to leverage Russia’s economic and political distress due to its deteriorating relations with the 

West. In particular, the 2014 gas deal finalized a lengthy negotiation between the two countries, 

which started in 1997. Since then China and Russia were discussing the supply of 30 bcm of gas 

yet their proposals had been positioned too far apart regarding price, where China wanted a price 

similar to what it was paying to Turkmenistan and Russia preferred a price similar to what 

Gazprom was charging to Europe as well as other issues such as the shipping route, and 

payment conditions. Although price details have not been officially disclosed, estimates position 

the agreed price and the payment conditions closer to China’s proposals884885. 
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An additional issue that needs to be taken into consideration is China’s interest in 

bolstering oil and gas trade with Moscow without jeopardizing its relationship with the US and 

the EU. After the 2014 China-Russia agreement and amidst growing tensions with the West, 

Moscow expected a strong Chinese financial and technological involvement in the Russian 

energy production. Contrary to Russian expectations however, Chinese companies opted to 

maintain their relationship with the West. As a result, it was only a small number of Chinese 

banks and financial institutions including China Development Bank, the Export-Import Bank 

of China, and the Silk Road Fund which, under support of their government, were ready to 

undertake a higher political risk, yet asking for a higher interest rate which was characterized 

by Russian officials as “highway robbery”. In parallel, discussions between Russian and 

Chinese energy companies continued and among others in 2015, Rosneft negotiating with 

Sinopec over the development of East Siberian oil field and the latter acquiring a 10 per cent 

stake of the energy company Sibur. One year later, the Silk Road Fund purchased 9.9 per cent 

of Yamal LNG and Chinese banks provided USD 12 billion financial assistance to the project. 

The most important agreement was the CNPC interest in acquiring 19.5 per cent of Rosneft886. 

In other words China decided to  take a hedging approach towards Russia as it officially 

condemned sanctions, it signed major   energy agreements with Russia boosting its security of 

energy supply but at the same time it was careful not to provoke the reaction of the West. 

In parallel, China and Russia have been able to keep a balance between their bilateral 

energy relations and their aspirations in the region, despite their mutual political mistrust and 
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their conflicting interest in controlling the regions oil and gas resources. Contrary to 

predictions for a Sino-Russian standoff as a result of China’s increasing presence in Russia’s 

backyard, both sides maintained a rather benign position towards the other side. This can be 

attributed to a number of reasons. To begin with, while Russia is still interested in politics and 

security in the region, access to energy resources is not a first priority as opposed to Beijing 

whose aspirations in the region  are primary economic. Furthermore, the main energy-related 

concern of Moscow towards the Caspian is to avoid the direct shipment of gas to Europe, 

which is Gazprom’s most important actor. As a result, a strong Chinese presence in the 

Caspian energy market serves the plans of Moscow. What is more, China provided a 

comprehensive and economic-driven institutional framework in the Caspian, which was 

mainly consisted of SCO and the OBOR initiative, and hence, it offered the opportunity to 

Russia for closer interdependence. 

To sum up, the energy security relationship between China and Russia has not been rosy and 

despite the potential for cooperation the two countries have conflicting interests and a long- 

standing political mistrust. Regardless of any impediments in their partnership, the energy trade 

and investment relations between the two countries have improved. China has been pursuing a 

well-balanced hedging strategy seeking to access the vast Russian oil and gas resources in the 

best economic terms and without sacrificing its relationship with the West. The decision of 

China to pause the Power of Siberia-2 and the Chinese bargaining tactics during the 2014 

gas deal signified more pragmatic and market-based approach on energy security as opposed to 

the more geostrategic Chinese approach during the negotiations for the ESPO pipeline. 
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10.2 China-Turkmenistan Energy Security Relations 

In the aftermath of the Soviet era, Turkmenistan emerged as an energy hotspot, eager to sell 

its hydrocarbon reserves on the global market. The 2015 BP Statistical Review of World Energy 

calculated that Turkmenistan has 14.1 thousand million tonsoil proved reserves (6.1 percent of 

world proved reserves) and 17.5 trillion cubic meters of gas deposits (9.3 percent of world total) 

although an earlier audit of Turkmenistan’s energy resources by the British company Gaffney, 

Cline & Associates estimated the country’s energy deposits approximately at 26 trillion cubic 

meters 887. Turkmenistan currently holds the fourth largest gas deposits in the world, after 

Russia, Iran and Qatar888. 

The two countries laid the ground for close energy relations through close political dialogue  

at the highest level. Following a 2007 visit of President Berdimuhamedov to China bilateral 

relations flourished and meetings between the President of Turkmenistan and the President of 

China Hu Jintao were frequent leading to a closer partnership. In 2013, the two countries moved 

one step further recognizing progress  in  all  areas  of cooperation  and  establishing a   strategic 

partnership889. Their political dialogue has been accompanied with skyrocketing trade ties as the 

bilateral trade volume increased from approximately USD8million in 1992 to USD83million in 

2003, and then to USD10.5 billion in 2014890. 
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In 2014 the two sides signed an agreement of friendly cooperation, a joint declaration on 

developing and deepening the bilateral strategic partnership, and development plans for 2014- 

2018, highlighting their interest in working towards peace and stability. The two countries have 

declared their determination for closer relation in various fields including the combat against the 

“three evils” and the promotion of peace and stability and nowhere near to balancing the 

US891 892. 

In addition, those arms-sales to Turkmenistan have been also limited and even the more 

recent plans for the supply of HQ-9 surface-to-air missiles to Ashgabat, do not follow any 

specific pattern for military alliance against the US893. Instead, they will primarily serve China’s 

energy and economic interests since Beijing aims at a reduced price for the Turkmen gas supplies 

in exchange for arms sales894. 

In April 2006, the governments of China and Turkmenistan signed an agreement on the 

construction of the Central Asia-China (CAC) pipeline that would bring Turkmen gas to China 

traversing Uzbekistan and southern Kazakhstan, before reaching Horgos in China's Xinjiang 

Uygur Autonomous region895. Following this, in July 2007, CNPC signed a production sharing 

contract to explore and develop gas fields on the right bank of Amu Darya, and an agreement for 

the delivery of 30 bcm/market-based gas from Turkmenistan to China for 30 years through the 
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Central Asia- China Gas Pipeline. 

Construction was initiated in July 2008 and CNPC has been running the project with the 

initial cost mounting more than USD8 billion896. Currently the CAC pipeline has three parallel 

lines, each running for 1,830 kilometers and an overall delivery capacity of 55 bcm/market-

based which stands for more than 30 percent of China’s annual natural gas consumption897. 

What is more, in March 2014, CNPC's subsidiary Trans-Asia Gas Pipeline Company Limited 

inked an agreement with Tajik Trans Gas, a Tajikistan based company, on jointly constructing 

Line D of CAC which would raise the annual deliverability of the pipeline to 85 bcm, making it 

the largest gas transmission system in Central Asia. 

In June 2012, a new agreement was signed to increase gas supply from Turkmenistan to 

China via the Central Asia-China Gas Pipeline. Later, in September 2013 CNPC and 

Türkmengaz, the national gas company of Turkmenistan, inked an additional agreement for the 

purchase of 25 bcm/market-based gas as well as an engineering, procurement and construction 

contract on  the Galkynysh gas field for 30 bcm/market-based gas production capacity building. 

China is until now the only  foreign  investor  enjoying  direct  access  to  a  major  onshore  gas  

field  in Turkmenistan, perhaps in recognition of that country’s growing role as an energy client 

and investor898. 

By 2015, gas imports from Turkmenistan mounted to 25.5 bcm, equal to 43.6 percent of 

Chinese total gas imports899. The Amu Darya project has been the main source of Turkmen gas 
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for China for 2014 and 2015 as it provided with approximately 93 percent of the new imports. 

The Galkynysh gas field is expected to be the main driver of export growth by 2020, with new 

phases of the project due to add approximately 20 bcm/market-based over the coming years. In 

sum, Turkmengaz and CNPC have planned to raise gas exports to China to 40 bcm/market-

based in 2015 and 65 bcm/market-based by 2020900. 

For Chinese leadership, energy security has traditionally fallen within the scope of national 

security and it should be dealt with at the highest levels of the political pyramid, as in every 

issue, which is labelled as “high politics”. Turkmen gas became more lucrative to Beijing as 

longstanding negotiations with Moscow on the pricing of Russian gas imports through pipelines, 

which had stalled for many years, undermining the prospects of closer Sino-Russian ties. In line 

with this, Tunsjø (2013) notes that a major driver behind China’s plans for Central  Asian 

pipelines has been also Beijing’s dissatisfaction with Russian negotiation tactics over bilateral 

energy trade901. 

Central role in China’s quest for energy in Turkmenistan has been played by CNPC, which 

NOCs play a prominent role in the China’s energy landscape. CNPC has been part of all gas- 

related agreements with Turkmenistan, a clear signal that for Beijing Turkmenistan has been a 

strategic issue of national interest and has put forward the 2007 agreement for the development  

of the gas fields in Amu Darya River as well as the purchase agreement with the Turkmen 

authorities. What is more, CNPC’s investments in Turkmenistan have been assessed and 

approved  by the  government  as  foreign  investments  higher  than  USD30  million  have  to 
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be approved by the NDRC while those which are in excess of USD200 million have to be 

reviewed first by NDRC and then be approved by the State Council902. 

In order to strengthen its energy foothold in the country, Beijing has been using its 

economic clout as leverage and during the 2008 financial crisis, it stroke with Turkmenistan 

two loans for energy deals. China assisted Turkmenistan with loans of USD8 billion and 

secured them with promises of gas deliveries. Thus, Beijing managed to secure Turkmen gas 

imports, making Turkmenistan to be only second to Myanmar in terms of its dependence on 

China as an export market903.  

Part of the 2006 deal between Niyazov and Hu Jintao was China’s agreement to provide a 

USD25 million low-interest loan to Turkmenistan for purchasing Chinese drilling 

equipment 904. Furthermore, in the eve of the 2008 global financial crisis, China provided 

Turkmenistan with loans of USD8 billion and helped the cash-strapped Turkmen government to 

avoid turning to international financial institutions where interest rates would have been 

considerably higher905. As Andrei Grozin, director of the Central Asia Department at the CIS 

Institute in Moscow pointed out, since 2009 Turkmenistan had been living thanks to Chinese 

loans906. Moreover, in 2007, Beijing provided the Turkmen military forces with army precision 
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equipment and uniforms and offered a USD3 million loan for military needs907. 

What is more, China has willingly undertaken the cost of having CNPC-affiliated  

companies involved in the construction of the CAC pipeline, the initial cost of which was 

estimated at USD8 billion. In the same vein, Beijing supported the construction of a pipeline  

with an actual throughput well below capacity, in order to meet its long-term energy security  

goal of diversifying its energy suppliers and finding alternative energy transportation routes, 

away from the US. In particular, industry analysts had asserted that in the pipeline’s first years 

of operation, low demand in Xinjiang would keep Chinese gas imports to low levels and that 

after the completion of the second portion of China’s West-East line, linking Xinjiang to East, 

demand would rise908. 

What is more, a problem that every state interested in establishing energy trade deals with 

Turkmenistan needs to cope with is Ashgabat’s requirements that importers should purchase its 

gas on its boarder taking all the transit risk as well as transportation cost909. Whereas this is a 

potential drawback, for other interested importers such as the EU, China has been willing to 

undertake this cost as well, in the name of security of energy supply. China’s involvement in 

Turkmenistan raised questions about its sustainability. After Beijing proceeded to plan the 

Turkmenistan–China gas pipeline, the initial cost of which was estimated at USD8 billion, 

suspicion was that the pipeline will not work in full capacity as supplies coming from CNPC’s 

activities in the country and from production by Türkmengaz, the national gas company of 

Turkmenistan will not be enough. During the pipeline’s first years of operation, analysts asserted 
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that low demand in Xinjiang would keep Chinese gas imports to low levels and only after the 

completion of the second portion of China’s West-East line, demand should be expected to rise. 

These concerns were not alleviated by some market driven initiatives but only due to a fortunate 

coincidence when Russia failed to purchase the total amount of Turkmen gas in 2009910. The 

economic viability of the project became even more questioned as China’s natural gas 

consumption growth has eased down and despite predictions about a golden age for LNG, in 

2015 gas consumption grew at its slowest pace during the examined period911. 

Reduced economic activity and competition from other sources of energy have put pressure 

to natural gas demand in China with considerable impact to China’s interest in Caspian gas as it 

was also reflected in the negotiations with Russia about Power of Siberia 1 & 2. In this context, 

while gas demand has not been confirmed as the basic reason behind delays in the construction  

of Line D, it explains China’s overall standpoint. In particular, contrary to the other 3 lines of the 

pipeline, Line D has been planned to cross Uzbekistan, Tajikistan, and Kyrgyzstan before 

reaching China. The decision for the differentiation of the route was taken within the framework 

of China’s “periphery policy” as Beijing wanted to integrate more countries in the project. As of 

today, the project has met multiple barriers and it has been put on hold by Uzbekistan and 

Kyrgyzstan with the former attributing the delay to technical reasons, and the latter putting the 

blame on reduced Chinese demand for gas912. Even if China’s gas demand is not the major reason 

behind this delay, what stands out is that although China was highly determined to bear large 
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financial and political cost in order to construct the CAC pipeline and access Turkmen gas, now it 

allows technical issues to impede the implementation of Line D. 

This narrative was further reinforced by personal observation of the Chinese presence at the 

2016 Oil and Gas Conference that took place in December 2016 in Ashgabat. The Chinese 

presence was rather discreet, less bold as compared to representatives from Russia or Japan and 

definitely not corresponding to the importance of China in the country. Therefore, despite the 

dominant role of Beijing in Ashgabat’s energy policy and by extension in its economic and 

political life, the two-day conference debate paid limited attention to China-Turkmenistan energy 

relations and the CAC pipeline. It focused on other issues and most importantly the prospects of 

the Turkmenistan-Afghanistan–Pakistan–India pipeline. This however does not mean that Beijing 

and Ashgabat do not value their energy relationship; instead their partnership remains important 

with all its issues settled for China. Having secured the supply of all the gas it needs for the next 

years and having provided big loans to Ashgabat Beijing feels confident about its partnership 

with Turkmenistan. Hence, while senior officials from both countries such as H.E. Chinar 

Rustamova, the Ambassador of Turkmenistan to the People's Republic of China and Deng 

Minmin, General Manager, China National Petroleum Corporation (CNPC) International 

Turkmenistan stress the importance of their energy security partnership in reality this relationship 

has lost some of its momentum which might not affect existing agreements but it might signal 

limited potential for further expansion913 914 915. 
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In parallel, voices regarding Turkmenistan’s overdependence on China have become increasingly 

loud, although they are not part of the official narrative. As China imports the lion’s  share  of  

gas  exports  and  it  has  committed  Turkmenistan  with  heavy  loans  in the     framework of 

financial assistance there has been speculation about Ashgabat’s interest to diversify its energy 

clientele away from China. Such speculation was further reinforced by the keynote speech of 

H.E. Chinar Rustamova, at the 2016 Global Forum on Energy Security when she expressed her 

confidence on the future of the EU-Turkmenistan gas partnership916. So the question  that  arose  

is  what  was  the  reason  for  this  statement  before  a  Chinese-dominated audience at an event 

largely focusing on China’s energy security? The answer, although speculative, is that the 

Ambassador sought to pass a message to Beijing about Ashgabat’s energy exports diversification 

ability. 

Moving to a more geopolitical context, China’s energy security strategy in Turkmenistan is 

also dictated by concerns over the US intentions recently and the latter does not appear to be 

alarmed by China’s expansion in the energy market of Central Asia. For the US, ten years after 

the commencement of the war in Afghanistan, the region that covers Central Asia and the 

Caspian Sea region remains of interest yet it is not any more at the center of US strategy, 

especially after the strategic pivot to the Asia-Pacific. The US administration has limited its 

interest mainly in security issues and more specifically in the fight against terrorism as well as 

containing Russia’s security dominance in the region. With regard to energy issues the US is 

mainly concerned on two pipelines, the TCP and TAPI917. 

                                                           
916 Chinar Rustamova, Ambassador of Turkmenistan to the People's Republic of China, Key note   
speech 
at “Energy Choices Under Low Oil Prices,” Beijing: Global Forum on Energy Security, June 30, 2016. 
917 James Fishelson, “From the Silk Road to Chevron: The Geopolitics of Oil Pipelines in Central   
Asia,” 
Vestnik, The Journal of Russian and Asian Studies, December 12, 2007, accessed February 27, 2017, 
http://www.sras.org/geopolitics_of_oil_pipelines_in_central_asia. 

http://www.sras.org/geopolitics_of_oil_pipelines_in_central_asia.


487  

As a result, the US has not been explicitly negative towards China’s energy ties with 

Turkmenistan as such partnership supports the US efforts to spur economic activity in the region 

and ensure stability. What is more, for the US, stronger Chinese presence in the region will break 

the Russian monopoly over regional gas supplies. As a result, the US administration   recognizes 

that for the time being, China’s growing role is a greater geopolitical concern for Russia than for 

the United States. The US administration, however, recognizes the comparative advantage of 

Chinese companies vis -à -vis Western companies as a result of their financial support from the 

Chinese leadership and the Chinese strategy of “non-interference”918. In line with the overall 

strategy in the region, the US policy towards Turkmenistan has been mainly focusing on regional 

stability and terrorism. All in all, the US support openly a policy of energy diversification with 

respect to both imports and exports, something that was also stressed by William Silkworth from 

the U.S. Department of State919. 

The USA has been supporting Turkmenistan’s initiatives to promote energy cooperation with 

other countries as for example in the case of TCP and the TAPI pipeline. During the third USA- 

Turkmenistan annual bilateral consultations, the Turkmen delegation met with US business 

representatives to urge them to invest in Turkmenistan, including Chevron, Exxon Mobil. The 

representatives of U.S. energy companies, from their side reportedly, expressed their willingness 
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to assist Turkmenistan to diversify its export routes920. Within this framework, it appears that 

despite the fact that Beijing’s energy security in Turkmenistan is to a large extent motivated by 

fears  about  the  alleged  USA  containment  strategy  against  China,  the  USA  appears  to    be 

accommodative towards the Chinese strategy since it is not against the American first priority 

which is containing Russia. 

Despite the collapse of the Soviet Union and the diminishing energy trade between the two 

countries, Russia remains a dominant player in the region especially with respect to security and 

politics, while both Russia and Ashgabat have been talking about reinvigorating their energy 

relations. In contrast to the discreet Chinese presence the Deputy Minister of Energy of Russia 

Kirill Molodtsov gave a very bold speech at the 2016 Turkmenistan International Oil & Gas 

Conference and he stressed the role and contribution of Russia in the Turkmen energy sector 

arguing that the energy relations between the two countries are based on brotherhood921. 

For many years most of Turkmenistan’s gas was exported to or through the Russian pipeline 

system, putting Ashgabat’s energy security strategy in a highly dependent position vis -à -vis 

Russia. Consequently, China’s emergence as a key player has marginalized the Russian role in 

the country. Responding to the changes in the states’ energy competition in Turkmenistan, Russia 

did not openly opposed China’s penetration. and a Russian engineering company 

Stroytransgazeven constructed part of the CAC pipeline, in the territory of Turkmenistan at a 

cost of USD600 million922. 
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What is more, Russia’s main interest in Central Asia is to maintain its dominance on political 

and security reasons, while economic issues are not a priority. Despite China’s emerging role in 

energy, trade and investment, Beijing has been keeping a low profile on security issues. The 

assurances about China’s peaceful rise in the region have not only prevented a Sino-American 

military standoff but also helped China to avoid unduly alarming Russia923. As long as China’s 

energy security strategy in Turkmenistan’s has not security ramifications to Russia, Moscow is 

expected to be moderately accommodative towards Beijing’s quest for gas in the country. 

Finally, after the 2006 and the 2009 Ukrainian gas crises and the subsequent deliberation of 

the EU plans to reduce dependence from Russian gas, Russia is mainly concerned about 

maintaining its market share in Europe. The EU is Russia’s most important energy client and in 

2013, Gazprom exported 161.5 bcm of gas to the EU. As the EU has been pursuing a 

diversification strategy, it has been trying to substitute Russian gas with Turkmen gas. All in all, 

Russia’s standpoint appears to be that, if Central Asian gas is to be exported by a route other than 

Russia, it is better for the gas to go east than west, where it would compete against Russian gas in 

accessing Asian markets.Concerns however, over Russian-Turkmen competition over Asian 

markets are not currently  high on the Russian energy agenda. 

Finally, given the European quest for gas in the Caspian Sea region and the discussions with 

Turkmenistan, one would expect that Brussels would enter in a direct competition with Ashgabat. 

This however is not the case given that Brussels acknowledges that they cannot compete with 

Beijing given its economic clout and political flexibility on human rights and democracy. In one 

of the few studies that contrast the Chinese and the EU energy security strategies in Central Asia, 

Wang Bo refers to the EU objections on the pre-eminence of geostrategic calculations over 
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expectations of  profitability in  Chinese  energy investments 924.  He also  highlights  the 

European concerns on Beijing’s strategic choice to invest in countries with a poor human rights 

record, including Turkmenistan 925  As a result, EU has been indifferent towards the Chinese 

energy investments. Similarly, China has been also taken a confident and sometimes assertive 

position ignoring the European energy interests and human rights concerns, affirming their 

control over onshore  gas,  and  appearing  indifferent  on  the  vis-a-vis  the  European  energy  

business in Turkmenistan. 

To sum up, Turkmenistan has been one of the most important energy partners of China. 

Facing a number of energy, political and security in the country stemming from other major 

powers of the Caspian Energy Security Complex, Beijing has been able to keep balance between 

its energy security goals and its interest in maintaining good relations with Russia, the US, and 

the EU although it is mainly Moscow that matters in this case. China’s strategy has been to delink 

energy from security vis-a-vis Turkmenistan in order to boost security of energy supply and not 

provoke any tensions. In parallel, it was bold enough to ensure that Ashgabat will remain 

committed in this partnership and the EU will not challenge the Chinese energy presence. 

 

10.3 China-Kazakhstan Energy Security Relations  

Energy has been the central pillar of the relations between China and Kazakhstan with the two 

sides seeking diversification and security of supply and demand respectively. For Beijing, 

Kazakhstan is one of the most vivid examples of the Chinese energy hedging security as Kazak 

oil and gas resources play an incremental role in China’s quest for energy, yet certain economic 
                                                           

924 Edward  C. Chowand  and Leigh E. Hendrix,  “Central Asia’s Pipelines:  Field  of  Dreams  and  
Reality,” (NBK Special Report 23, The National Bureau of Asian Research, Seattle, US, September 2010), 38. 
925 Bo Wang, “Bilateral Security Relations between China and Europe,” in China, Europe and 
International Security, ed. Chu Shulong and Frans-Paul van der Putten (London: Taylor and Francis, 
2012), 46-47. 
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and geopolitical parameters need to be taken into consideration. As in other cases, Beijing has 

adopted  a  combination  of  strategic  and  market-based  approaches  in  its  strategy towards 

Kazakhstan. As with other countries of the Caspian Energy Security Complex, the Sino-Kazakh 

relationship is a triangular one entailing mainly Russia or alternatively the US. 

Relations between China and Kazakhstan were established on January 3, 1992, shortly after its 

independence from the Soviet Union. Hence, after a series of Presidential meetings when the two 

sides settled their border dispute and set a framework for their economic and political 

cooperation, in 1997, Premier Li Peng responded to the invitation of Kazakhstan President 

Nazarbayev and attended the ceremony for the oil cooperation agreement between the two 

countries according to which CNPC acquired 60 per cent of the Kazak oil company 

AktobeMunaiGas, it obtained the production license for the oilfields of KenkiyakOversalt, 

Kenkiyak Subsalt oilfields, and for the Zhanazhol, as well as a contract for an exploration 

block926. The two sides agreed for the construction of a pipeline that would connect Kazakhstan 

with the Xinjiang province. In particular, the 3000 km pipeline extends from the Aktobe and 

Atyrau Oilfields and it is connected with the Alashankou–Dushanzi Crude Oil Pipeline927. During 

the examined period, Kazakhstan-China energy trade relations have been flourishing and in 2013 

oil imports hit a reached 11.85 million tons via the China-Kazakhstan pipeline, which is the most 

important element of their bilateral energy relationship and it brings oil from Kazakhstan’s 

Caspian shore to Xinjiang in China928 

                                                           
926 CNPC, “CNPC in Kazakhstan,” accessed January 29, 2017, 
http://www.cnpc.com.cn/en/Kazakhstan/country_index.shtml. 
927 Xuanli Liao, “Central Asia and China’s Energy Security,” China and Eurasia Forum Quarterly 4 no. 4 
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In parallel, with energy cooperation, the China-Kazakhstan agenda included other hard 

security issues about instability in the newly established countries but also due to concerns 

about terrorism and separatism in Xinjiang. In other words, the two countries needed each other 

for a number of economic and geopolitical reasons. For China, Astana has been a very 

important ally  in its effort to combat the “three evils” of terrorism, secessionism, and 

separatism, control its western borders, and maintain stability in its western provinces. 

Furthermore, the re-emergence of the “Great Game” in the region of Central Asia constituted 

Kazakhstan a country of particular importance. On the other hand, Kazakhstan was interested 

in pursuing a multi-vector foreign policy and according to President Nazarbayev, Russia is 

Kazakhstan’s first ally, China is the second and the West ranks third. Hence, Beijing was very 

useful in order to balance the growing Russian interests in the region. Furthermore, Sino-

Kazakh trade represents two third of  China’s trade with Central Asia and in 2012 it totalled 

USD 24 billion929. In parallel, the two sides maintain a close political dialogue and growing 

military cooperation, which includes joint patrols, guard duties and joint control-

management930. 

China’s interest towards the energy resources of Kazakhstan can be attributed to external as 

well as domestic energy issues. For one thing, Kazakhstan has been an optimum energy supplier 

as shares borders with China, it has ample fossil fuel deposits, a stable and authoritarian 

government, which shares values with the Chinese leadership and it pursues a multi-vector 

foreign policy. China was particularly attracted to Kazakh hydrocarbons especially after the 
                                                           
929 Sebastien Peyrouse, “Perspectives and limits on Sino–US competition, The Kazakhstan case study,” 
in Sino-US Energy Triangles Resource diplomacy under hegemony, ed. David Zweig and Yufan Hao 
(New York: Routledge, 2016), 169-185. 
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discovery of the Kashagan oilfield, which even forced Beijing to consider more seriously the 

prospect of the Kazakhstan-China pipeline931. From a geopolitical perspective, the Kazakhstan-

China oil pipeline was an excellent option as it would help Beijing diversify away from Middle 

East and mitigate energy security risks as the pipeline provided the first energy transportation 

route that was beyond the U.S. aircraft carrier battle groups’ striking capabilities, which have the 

ability to target energy shipments in the Middle East and Sudan which are bound to China932. In 

parallel, the Sino-Kazakh energy agreements can be explained from a more technocratic 

perspective as well as the Chinese NOCs had been actively interested in dabbling Kazakhstan’s 

oil industry as part of their overall “go out strategy”. 

 Equally important is the fact that the centre of China’s oil production had been moving from 

Northeast China where Daqing oil field is located, to relatively newer Tarim Basin oil and gas 

fields in Northwest China which are close to Kazakhstan. What is more, according to the  

Chinese leadership, the two countries share “geological complementarity” making Kazakh oil a 

very good fit for the Chinese upstream and downstream industry933. Furthermore, the pipeline 

would reach Xinjiang and hence, it would be a useful tool for the stability of the region. One 

needs to keep in mind the importance attached by the Chinese energy policymaking mechanism 

to the contribution of energy infrastructure projects towards the economic development of the 

China’s western provinces934 Therefore, a pipeline that would connect Kazakhstan and China 

through Xinjiang would help China meet its security of energy supply goal from a geostrategic 

                                                           
931 Xuanli Liao, “Central Asia and China’s Energy Security,” China and Eurasia Forum Quarterly 4 no. 4 
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as well as market-based approach and it would also support the economic development and 

political stability in the autonomous region transforming it in to a regional energy hub935. 

On the other hand, certain market-based concerns should be noted. Chow and Hendrix 

(2010) noted that China acquired upstream positions in Kazakhstan before it started planning 

pipelines, and they criticized the Kazakhstan–China pipeline as economically not attractive 

given its limited capacity and its underperformance936. This appears to be the case as in 2007 

and 2008 the capacity of the pipeline was 200,000 barrels per day (bpd) yet the transported 

volume of oil reached of 102,600 bpd and 115,000 bpd respectively 937 . The problem that 

occurred after 2011 when the capacity of the pipeline was expanded to 400,000 per day and 

China imported 208,000 bpd and 235,000 bpd in 2013 and 2014938. What is more, supporting 

the geostrategic narrative of the pipeline project, Eurasia Group prepared in 2006 for the US-

China Economic and  Security Review Commission where the Group argued that the main 

rational behind the pipeline was to establish a long- term secure source oil transportation route 

and not meet short-term demand102,600 bpd and 115,000 bpd respectively937. The problem 

occurred even after 2011 when the capacity of the pipeline was expanded to 400,000 per day and 

China imported 208,000 bpd and 235,000 bpd in 2013 and 2014938. What is more, supporting the 

geostrategic narrative of the pipeline project, a 2006 Eurasia Group prepared for the US-China 

Economic and  Security Review Commission argued that the main rational behind the pipeline 
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was to establish a long- term secure source oil transportation route and not meet short-term 

demand. 

       What is more, some analysts like Peyrose (2016) downplayed the strategic importance 

of the pipeline suggesting that the project might be the embodiment of a successful energy 

cooperation between the two countries, yet after costly optimization adaptations the total oil 

traded  volume  will  not  exceed  10  percent  of  China’s  needs,  an  amount  far  from being 

characterized as game-changing vis-a-vis China’s dependence on Middle East939. Although the 

calculations are not wrong, the argument does not depict China’s strategic thinking behind the 

specific project, which is not to substitute oil dependence from Middle East or to completely 

abandon the Malacca Strait but instead mitigate the risk by adopting a hedging position. In this 

context, Kazakhstan oil has the role of a “short position” helping Beijing to hedge against the 

abovementioned energy security risks. After all, this is the very notion of hedging, that is to say, 

“not putting all your eggs in one basket”. 

In order to strike these deals China spent considerable financial, diplomatic, and technical 

resources in order to support the endeavours of the Chinese firms in Kazakhstan. Hence, 

according to Xu (2006), from 1997 until 2005 CNPC invested approximately USD10 billion in 

Kazakhstan940. Sweetening the deal with various forms of financial and technical assistance has 

been a common practice for Chinese firms which having the support of Beijing have been able 

to outbid their competitors and penetrate an energy market which has been dominated by Russia 

as well as Western energy giants. On the other hand, China was able to leverage its diplomatic 

and economic influence in the region and in order to protect its energy interests in the region 
                                                           
939 Sebastien Peyrouse, “Perspectives and limits on Sino–US competition, The Kazakhstan case study,” 
in Sino-US Energy Triangles Resource diplomacy under hegemony, ed. David Zweig and Yufan Hao 
(New York: Routledge, 2016), 170-171. 
940 Yi-Chong Xu, “China’s energy security.” Australian Journal of International Affairs 60 no. 2 (June 
2006): 283. 
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convinced the Kazakh leadership and energy companies to agree on a legal umbrella regulating 

the pipeline operation, which prevails over national legislation941. 

The Chinese strategy in Kazakhstan however would not come uncontested by its competitors 

and with Indian companies criticizing the Chinese practices for distorting the market942. In the 

same context, Western energy companied perceived the Chinese presence as a potential threat 

and adopted a not very accommodative position towards Chinese companies. For example, when 

in 2003, CNOOC and Sinopec attempted to acquire the share of the British Gas Group in the 

Kazakhstan Agip KCO Group it was rebuffed when a number of stakeholder companies 

including ENI, Total, Shell, and Exxon Mobil blocked the agreement with the two Chinese 

energy companies943. 

Apart from oil, China and Kazakhstan have been developing close gas trade ties as the 3 

trillion cubic meters of proven Kazakh gas reserves can help China meet its growing gas 

demand. Kazakhstan participates in the Central Asia – China gas pipeline which supplies China 

with natural gas mainly from Turkmenistan as well as from Kazakhstan and Uzbekistan. In 

August 2007 the governments of the two countries stroke a deal for the establishment of the 

Kazakhstan- China gas pipeline, which is part of the Central-Asia China network. In November 

of the same year CNPC and KazMunayGas inked the respective construction and operation  

agreement. Based on the bilateral agreement between the two sides, Kazakhstan exports to China 
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5 bcm annually via Line C, which was inaugurated in November 2015944. Again, as in the case of 

the oil pipeline, China was able to introduce a special legal framework for the operation of the 

gas pipeline in Kazakhstan that prevails over national legislation and among others for example,   

the transit of gas is exempted from tariffs945. Finally, the two countries are also connected with a 

newly established LNG transport rail linked which is expected to beef up LNG trade between the 

two sides and reach 300-thousand tons per year according to Wang Xinchun, director of 

Xinjiang’s Alashankou Free Trade Zone Bureau who predicted that in the future the volume may 

even increase to 800 thousand tons 946 .Examining the multidimensional energy security 

relationship between China and Kazakhstan and it becomes apparent that it is positioned at the 

centre of the Caspian Energy Security Complex as well as that it consists of multiple triangular 

relations, which include Kazakhstan, Russia, China, and the US. With so closely intertwined 

energy agendas, China has to maintain a fragile balance between ensuring security of energy 

supply and not provoking tensions with Moscow and Washington. Towards this end, Beijing has 

been applying a hedging strategy with a combination of defensive and expansionist choices. 

What is also crucial is that although all countries have strong interest in the region, their 

endgame appears to be different allowing Astana to accommodate all sides by pursuing a multi-

vector policy. 

In particular, Beijing might have established a promising energy partnership with Astana 

yet Russia still plays a very crucial role in the export routes of Kazakhstan’s oil and also has 
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strong security interests in the region. After all, China might have challenged the Russian role 

in the country, yet its NOCs have largely failed to access the most important oil fields of the 

county (Tengiz, Karachaganak, and Kashagan) and consequently they mainly operate in old and 

remote oil fields with high level of technical difficulty.   In other words, Beijing has established 

an energy presence in Kazakhstan that does not provoke Russia. In parallel, the US might be 

overly concerned on the Chinese role in the region yet they do not consider the Sino-Kazakh 

energy trade as a problem. As a result, they are accommodative towards Beijing given that a 

strong Chinese energy foothold in the region serves the primary American goal, which is the 

containment of the Russian influence947. As for Beijing, it seeks to combine all its available 

tools 

in order to connect all available oil fields to the China-Kazakhstan pipeline and to boost its gas 
 
consumption by incorporating Astana to the Central-Asia China pipeline while ensuring no  

major standoff with other big powers in the region. 

 

10.4  China’s Initiatives in the Caspian: SCO and OBOR 
 

Seeking security of energy supply within the Caspian complex, Beijing has been mainly 

pursuing bilateral agreements with the exporting countries in order to maximize its economic 

and diplomatic leverage. In parallel, Beijing has launched a series of initiatives that aim at 

fostering the Chinese presence in the region of Central Asia and the Caspian Sea and integrating 

the respective countries in an institutional architecture that will not be dominated by the West. 

Among a selection of organizations and regional institutes the research will focus on the SCO 

                                                           
947 Sebastien Peyrouse, “Perspectives and limits on Sino–US competition, The Kazakhstan case study,”  
in 
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and OBOR as the two most important vis-a-vis the Caspian Sea region. Both are often quoted as 

of strategic importance for China’s energy security, yet their contribution to the Chinese quest 

for oil and gas in the region can be best explained within the analytical framework of China’s 

hedging strategy. 

The SCO was established in 2001 and it is the offspring of the Shanghai-Five, which was 

established in 1996. SCO consists of China, Russia, Kazakhstan, Tajikistan, and Uzbekistan 

while the accession of India and Pakistan is pending. The organization, which has been often 

described as a Sino-Russian balancing act against the US and NATO, has served as a valuable 

platform for Sino-Russian dialogue, it legitimized their cooperation in the region and helped 

China pursue its economic, political, and security interests in the region. For Beijing the SCO 

has been very useful platform for establishing closer ties with the engaged countries, addressing 

security issues such as border control and combating the “three evils” of secessionism, 

separatism, and terrorism. As the SCO consists of resource rich countries as well as states with 

deep energy security concerns it should come as no surprise that energy is often referred to the 

core issues in the agenda of the SCO. 

From the first years of operation, energy security was part of the SCO agenda and for 

example, in the 2004 Joint Communiqué of the Council of the Governmental Heads (Prime 

Ministers) of SCO the participants agreed to closer cooperation could be achieved in the fields 

of oil and gas exploitation, the construction of pipelines, and other energy business948. Later, in 

the 2006 SCO Summit, when Russia’s President Putin proposed the transformation of SCO to an 

“Energy Club” the Member States set up a Special Working Group on Fuel and Energy in order 
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to study the feasibility of such as proposals. China however has been unwilling to support the 

Russian proposal out of concern that this would undermine its energy security interests in the 

region in favor of Moscow and hence, Beijing insisted on the strategy of bilateral agreements 

and long contracts949. What is more, according to Marcel De Haas (2010), the proposal of Iran 

which at that time was an observer to set gas prices and determine flows in the region together 

with Moscow exacerbated the concerns of the Western states with an energy interest in the 

region, although this proposal has been characterized as more propaganda and less a feasible 

option950. On the other hand, this proposal further securitized energy in the region. 

As a result, while China sees a lot of value in SCO vis-a-vis the promotion of its strategic 

interests, it has refrained from using it as a major platform for its energy agreements in the 

region. Instead, Beijing prefers a looser role for the SCO where it will simply promote energy 

cooperation between Member States, dialogue on energy related issues yet the basic framework 

of energy agreements will be decided on a bilateral basis. This was obvious in the proposals of 

Chinese Permier Wen Jiabao towards the Member States at the Fourth Meeting of Prime 

Ministers in 2005, but also later in 2011 at the Keynote Speech by Cheng Guoping, Assistant 

Minister of  Foreign  Affairs at the Third  Lanting Forum,  which is  an initiative of the   

Chinese Ministry of Foreign Affairs951952. 
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On the other hand, the energy security dimension of the SCO has been rather weak, as China 

prefers to pursue its energy security relations at a bilateral level. Therefore, China can keep 

Russia in a close relationship, engage and establish confidence among Member States, support 

major energy infrastructure projects, promote economic and political dialogue in an institutional 

framework that will not raise any eyebrows in the West regarding the emerging Chinese threat in 

the Caspian Sea and Central Asia953. Given the geopolitical suspicion of the West regarding the 

role of China and Russia in the region, the Russian geopolitical aspirations in the region, and the 

strategies of the authoritarian states, China uses the SCO in order to meet its security goals in the 

region and in parallel to create a well-balanced environment that satisfies everyone or at least 

eases down energy geopolitical tensions. 

More recently, China has put forward the OBOR initiative seeking to connect China with 

Europe using Central Asia as a bridge. OBOR has been a groundbreaking initiative, which seeks 

to make a difference in China’s foreign policy. OBOR consists of two main trade routes, the 

oceangoing "Maritime Silk Road" and the land-based "Silk Road Economic Belt" which dates 

back to the 500 BC when the oldest overland trade route was established. The OBOR initiative 

was Presented by President Xi Jinping in September 2013 in a speech delivered at Kazakhstan’s 

Nazarbayev University and it involves 5 countries among which are also Kazakhstan, 

Turkmenistan, Azerbaijan and Russia. Through this gigantic initiative, the Chinese leadership 

aims at fostering its ties with Central Asian states, including by offering a massive trade and 

investment bonanza that will include inter alia energy infrastructure. 

In fact, energy infrastructure and Central Asia are major priorities for the OBOR strategy. 
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According to the 2015 document of the NDRC entitled, “Vision and Actions on Jointly Building 

Silk Road Economic Belt and 21st-Century Maritime Silk Road” China promotes energy 

infrastructure investment, security of oil and gas supply, energy cooperation and 

interconnectivity954. While there has been a lot of discussion about China’s OBOR as an effort to 

boost China’s energy security through a vast infrastructure network, others doubt its value 

arguing that it is more a “Christmas wish list”. 

According to Yu from the Belfer Center for Science and International Affairs, OBOR 

promotes regional interconnectivity and development through Chinese investments, including 

energy infrastructure projects. Yu noted that while China had invested  approximately USD89 

billion in energy investments within the framework of OBOR, on the other hand, the lack of 

central coordination and the non-adherence to an existing legal framework  such as the ECT that 

would help mitigate investment risk question the effectiveness of the project955. All in all, despite 

organizational and legal deficiencies the OBOR strategy helps China to promote its interests 

including those that fall in the category of energy security in the Caspian Sea region. If we 

approach it within the analytical framework of hedging, it helps China mitigate energy supply 

disruption risk through enhanced interconnectivity and adopt risk-contingency measures by 

fostering energy ties with other countries and engaging in collective energy diplomacy. 
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10.5  Conclusion 
 

The Caspian Sea region plays central role in China’s energy security strategy with Russia, 

Turkmenistan, and Kazakhstan providing China with a very important part of its oil and gas 

imports. During the first half of the examined period, China was particularly active in 

constructing pipeline networks and inking long-term energy agreements with the 

abovementioned states in order to tackle the daunting task of securing access to oil and gas 

resources and mitigating energy transportation risks, regardless of their validity 

To a large extent, during this period, the Chinese concerns on the impact of geopolitical 

uncertainties to its energy security were reflected by the expansionist approach of its resource 

diplomacy as well as the implementation of a multifaceted strategy, which  sometimes  was 

against market logic or at least it was not economically profitable. For example, the 

questionable economic viability of the China-Kazakhstan oil pipeline and the CAC gas pipeline 

and the generous financial support to Turkmenistan reflect China’s geostrategic approach in its 

quest for oil and gas in the Caspian Sea region, at least until the mid-2000s. Notwithstanding 

and in line with China’s approach on energy security, during the last years, China’s energy 

security strategy towards the region has been more balanced and with more distinct market-

based characteristics. In particular, China’s negotiation tactics towards Russia, its rather 

indifferent position towards the delay in the construction of Line D of the CAC pipeline and the 

EU energy interest can be interpreted as a sign of China’s confidence that it has secured all the 

oil and gas it needs from the region as well as a more technocratic approach towards the region. 

China is currently interested in the Caspian Sea region not only in order to ensure security of 

energy supply but also to cooperate in renewable energy, export its production overcapacity, 

and cooperate over a broader set of energy issues. This approach is also connected with 
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domestic issues of energy security  such as the need to mitigate environmental security risks. 

In parallel, the Caspian Sea region has been an important component in China’s energy 

hedging policy. Being part of the Caspian Energy Security Complex, China has applied 

comprehensive resource diplomacy in the region aiming to ensure security of energy supply, 

balance against the US actual or perceived risks without however openly challenging Russia 

and provoking the US. By definition this has been a very difficult task, given amity and enmity 

pattern in the region, securitization of energy, and the multifaceted concept of energy security. 

While, however, Beijing has been remarkably expansionist in its energy agreements in the 

region, delinking energy security with its security concerns, at least in the official narrative, 

proved to be successful policy option in order to ensure an accommodative Russia towards 

Chinese energy diplomacy. In parallel, using its vast financial resources and its political clout 

China has been  able to maintain its dominant energy position in the Caspian energy market 

despite the Russian presence and the European efforts to tap into Caspian oil and gas 

resources. What is more, the Chinese hedging strategy has been further supported by China’s 

regional initiatives such as the SCO and the OBOR initiatives, which have allowed Beijing to 

meet its multiple targets within  the framework of its energy hedging strategy. 
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11. Conclusion 
 

Based on the concepts of hedging and regional security complexes, the PhD research 

examined the energy security strategy of China and the EU and it drew conclusions by 

comparing their energy security approaches and strategies. This helped us address the key 

research questions about hedging as part of energy security strategy in China and the EU and 

also understand how Beijing and Brussels form and implement their energy security strategies. 

Contrary to conventional wisdom, China and the EU share more similarities in their energy 

security approaches as one would expect to discover. Finally, applying neoclassical realism as 

our research framework has been a successful choice especially when analyzing energy security 

complexes when it can serve as an alternative theoretical framework. 

The basic research goal of the dissertation has been to examine the role of hedging in energy 

security strategies of states. What we can conclude is that states apply hedging using various 

combinations of policies in order to mitigate energy security risks. Using China and the EU as 

case study the dissertation concluded that a state can hedge against energy security risks without 

pursuing a hedging strategy.  In particular, China has been pursuing an energy hedging strategy 

while the EU has been hedging against energy security risks this behavior however does not 

constitute a strategy 

All in all, the basic theoretical point of the research is that states hedge against energy 

security risk responding not only to structural factors but also to structural as well as domestic 

factors. The process that energy hedging takes place however entails the interaction between 

energy security approaches   and energy security approaches as the former shapes the latter via a 

transmission belt which includes domestic factors. As a result, the dissertation highlighted the 

role of  domestic politics in energy security. Therefore, the research made a case about a more 



506  

multi-dimensional approach to energy hedging. In particular, it highlighted that hedging is not 

just the response of a state leadership to external risks that stem from a structural factors but a 

combination of structural and domestic parameters. The second contribution on hedging is the 

introduction of two different categories of hedging, namely hedging strategy and hedging 

behavior which are similar with respect to the final outcome yet fundamentally different 

regarding its design and implementation as well as the driving forces behind them.  

Comparing China and the EU has been always a challenge from a methodological 

perspective as the former remains a Westphalian-style state under an authoritarian leadership 

and the latter is a supranational entity which consists of a number of states with diverse 

characteristics. The two actors have numerous differences vis-a-vis their economy, security and 

politics and as a result conducting a comparative analysis of their energy security approaches 

and strategies entails certain methodological challenges. While this methodological limitation 

has been fully acknowledged it can also serve as an opportunity to draw useful conclusions 

about energy security policy given that China and the EU share more similarities as one would 

expect. The research compared two diverse actors  in order to show that certain issues on 

hedging apply regardless of the characteristics of  a state’s governance mechanisms. 

Notwithstanding the fundamental differences between China and the EU regarding regime type 

what is important is that the two actors face an actual or perceived risk from an energy powers 

(i.e. US and the EU) against whom they are unable to pursue direct balancing policy. As a result 

hedging can be diverse among actors with different domestic parameters yet it is applicable even 

in such diverse actors like China and the EU.  
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11.1 Comparing energy hedging in China and the EU 

While China and the EU are two fundamentally different energy security actors, in fact 

they share certain similarities that constitute them a promising case study in order to expand 

our knowledge about hedging in international relations. Both actors feel the need to mitigate 

energy security risks that stem from an energy superpower, namely the US and Russia. 

Although threats are to some extent perceived and not necessarily actual, what matters is how 

Beijing and Brussels conceive the US and Russia as energy security threats. Therefore, they 

have been hedging against these sources of energy security risk balancing between risk-

contingency and risk-insurance policies.  

For both actors, domestic energy policies help them to hedge against energy security risk. 

This however does not mean that hedging is identical in both cases there are stark differences 

between the two actors. Their domestic energy security policies are different as they seek to 

address different deficiencies something that should not come as surprise given the different 

characteristics of their energy markets. EU and particularly the European Commission have 

been trying to boost energy security through domestic energy market policies because it adheres 

to the value of market-based policies. In other words, it is a deeply embedded principle that an 

efficient, open, and integrated energy market is the best response to energy security risks that 

drives the EU policy. As a result, Brussels have given priority to measures such as gas market 

liberalization, energy efficiency, and implementation of a more coherent EU energy policy. In 

contrast, China declares its adherence to market based principles it has been the realization that 

hard balancing alone is not enough to mitigate the US risks and not because it believes in the 

value of the nvisible hand of the market. 

Moreover, China and the EU have been pursuing ambitious resource diplomacy with 
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distinctly different characteristics. On the hand the backbone of their external energy security 

strategy is similar as it is based on the assumption that dependency on energy imports is 

inevitable and hence diversification should be a priority. In parallel they do not challenge 

directly global energy superpowers such as the US and Russia. Both actors pursue their agenda 

using different tools.  For Beijing, using its political clout and the vast national foreign exchange 

reserves have been the backbone of its remarkably aggressive energy diplomacy. China has been 

able to secure oil and gas from a wide spectrum of countries by establishing energy partnerships, 

promoting new institutions and regional initiatives controlled by Beijing, and fostering its 

military power in areas such as the Indian Ocean. The Chinese strategy is to offer political and 

material support iand as a result ensure ample materialistic pay-offs to those countries that will 

become China’s energy partners. As a result, Beijing has been able to mitigate energy security 

risks, which are connected to security of energy supply, transportation risk, price fluctuation, 

and environmental security. 

This balancing strategy is accompanied with an engagement strategy, which includes 

cooperation with the US, and assurances that China’s intentions are purely peaceful and 

market- driven. In parallel, as Tunsjø argues, Beijing hedges against other energy security risks 

such as price fluctuations, environmental risks, etc. For example, the Chinese quest for gas in 

Turkmenistan seeks not only to ensure security of energy supply but also to mitigate 

environmental risks. Such approach satisfies the criteria of hedging and in parallel, it can be 

labelled as strategy. In particular, it is decided and designed by the Chinese leadership responds 

to structural challenges domestically and abroad. Despite occasional differentiations from 

bureaucratic agencies and mainly the NOCs the Chinese energy security mechanism is in line 

with the directions provided by the Chinese leadership. 
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The EU energy security strategy has the characteristics of hedging yet, it is questionable 

whether it is a strategy or not. Brussels have been seeking to hedge against energy security 

risks focusing on Russian gas imports. The EU has been seeking to establish energy 

partnerships with neighbouring countries with a special interest in gas supply agreements. 

While Brussels does not offer political supports and vast cash flows it offers access to the 

European policymaking sophistication as well as to its governance model that is based on 

Western values. While the former is particularly welcome by energy exporting countries, the 

promotion of European values as  platform for closer energy relations has brought mixed 

results with many authoritarian energy exporting states accusing Brussels for moral 

colonialism. 

Towards this end, it has been using its own diplomatic tools within the framework of the 

European neighbourhood policy which includes various initiatives such as financial assistance 

and technology support. In other words, Brussels have been following the same logic with 

China using its comparative advantage at an international level. On the other hand, the EU 

resource diplomacy is not as  global as the Chinese due to restrictions of its available tools, 

which can be more easily applied at a regional level. In parallel, however, the EU has been 

maintaining close gas trade relations with Russia as it has been already analysed seeking to 

engage Russia as much as possible in  order to ensure that Moscow will not use gas as a 

political weapon. 

All in all, both actors have been using a combination of energy security policies which 

altogether fall within the scope of hedging. The fundamental difference however between is 

that the EU hedging is not a strategy as it is not been fully designed and implemented by the 

European energy security policy mechanism. This stems from the fact that various EU 
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agencies as well as the EUMS have been pursuing a different agenda towards energy security 

in general and as well as Russia in particular. For example, while the EC seeks to balance 

against Russia using domestic energy measures, the Council calls for a more effective EU 

resource diplomacy. In parallel, based on domestic energy security needs certain countries 

such as Germany have been pursuing close energy relations with Moscow while others such 

as Poland have been securitizing the EU-Russia energy relations. As a result, the EU external 

energy security strategy includes engagement and balancing against Russia yet this is not the 

result of a not a well- calculated policy which is conceived at the highest levels of the policy 

making mechanism. Instead it is, to a certain extent it is the sum of divergent energy security 

policies. This brings up the key question about whether the EU energy security policy is 

practically designed and implemented at a national of supranational level. 

Despite the increasingly enhanced role of the EU institutions, the Lisbon Treaty and the 

loopholes in the EU legislation provide the EUMS plenty room for manoeuvring. 

Notwithstanding the pressure applied by the EC, only the EUMS that are really interested to 

join the EU internal energy market and to reap the subsequent benefits have proceeded with an 

actual opening of their gas markets. Consequently, states that were motivated by populism or 

wanted to satisfy vested interest remain behind. On the contrary, the energy security strategy 

of China might not be a monolithic process as many would expect, yet it is significantly more 

coherent as different approaches do not critically undermine China’s energy security. Despite 

existing setbacks especially with respect to internal energy measures, the Chinese energy 

security strategy as determined by the respective elites is implemented to a satisfactory degree. 

To sum up while both sides have been hedging against energy security risks against whom 

they are unable to pursue a fully confrontational strategy. The big difference however between 
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China and the EU however is that China pursues an energy hedging strategy against multiple 

different risks while the EU hedges against a single energy security risks, that is to say Russia 

and its hedging constitutes what this dissertation has labeled as energy hedging behavior. From 

a more theoretical perspective this is  the major contribution of the research as it succeeded at 

introducing  a different version of hedging which the dissertation names as energy hedging 

behavior. Therefore, the dissertation introduced a two-stage approach when examining 

hedging strategy as we need to study whether sate actions have the characteristics of hedging 

but also whether they have the characteristics of strategy or whether they take merely the form 

of hedging behavior.  

Furthermore, the dissertation provided a more comprehensive analytical framework but it 

has also highlighted the role of domestic politics within the context of hedging. While more 

researchers examine hedging from a structural perspective focusing on external issues the 

research identified a very important role for domestic actors as they determine not only the 

combination of policies but also whether hedging constitute strategy or not. This is a major 

difference between China and the EU because due to domestic factors that shape their energy 

security governance mechanism have resulted in China pursuing an energy hedging strategy 

while the EU has limited itself to energy hedging behavior. 

 
11.2  Comparing Energy Security Approaches of China and the EU 

 
Contrary to conventional wisdom that China and the EU share almost nothing with respect 

to energy security, the two actors have certain similarities regarding their energy security 

perceptions. In line with the theory of neoclassical realism, this observation helped us to 

understand the role of the domestic politics and structural factors in energy security, something 

which is a basic assumption of our theoretical framework. In fact we can identify a similar 
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pattern in the evolution of how do Beijing and Brussels conceptualize energy security. From 

a structural perspective, China and the EU are net energy importers that need to ensure security 

of energy supply in order to fuel their economies. Energy has been a prerequisite for  their 

economic development of China and the EU yet, there is an important difference between the 

two actors: While for Brussels security of oil and gas supply is a necessary condition for 

economic growth, for Beijing it is a prerequisite not only in order to ensure economic 

prosperity but also to safeguard political and social stability. In particular, economic prosperity 

is a basic condition in the social contract between CPC and Chinese people which legitimizes 

the power of the Party. The strong connection between energy security and political survival 

makes China more prone to securitization of energy which as a result, can be easily framed as 

an issue of national security. 

Albeit not seeking energy independence, CPC had placed the notion of self-reliance at the 

centre of its economic and political agenda and hence its was an incremental verdict of its 

energy security conceptualization for many decades. Hence, the Chinese concerns towards oil 

imports reflected mistrust about the efficiency of international oil markets and the ability of 

China to ensure security of energy supply through them. For many years China was identifying 

itself as a latecomer to international markets feeling uneasy operating with them despite the 

stated adherence to markets as depicted in official documents. This is a vivid example of the 

difference between declared adherence to market-based approaches on energy security and 

actual adherence to strategic approaches. In fact, while policy papers such as White Papers on 

energy security tend to be technocratic, albeit not always, political speeches and articles 

written by academics or military officials have been occasionally framing energy security from 

a strategic perspective. In parallel, however, it needs to be stressed that domestic issues and in 
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particular blackouts in 2003 and 2004 played a critical role in sparking concerns about security 

of energy supply and energy imports. 

On the other hand, the EU concerns on energy imports’ dependence depict the rising 

European concerns about the high degree of dependence on Russian gas imports stemming 

from a market-based approach, which highlights the importance of diversification of energy 

resources.  A large segment in the energy policymaking mechanism of both sides highlighted 

the geopolitical risks hindering security of energy supply; for the EU it was the possibility of 

Russia using energy as a political weapon, while for Beijing such concerns were focusing on 

the so-called “Malacca Strait dilemma”, and  the risks entailed in China’s dependence on 

Middle East oil in tandem with the US naval dominance in the Indian Ocean. As a result, while 

both sides continued to adopt an official language, which stressed their support to market-

based approaches, securitization of energy and more vivid strategic approaches to the concept 

of energy security became easily identified. 

At this point we need to highlight a similarity between China and the EU as both sides 

have developed a narrative about the existence of a major security of energy supply risks based 

on a contested strategic perception. For both sides the conceptualization of risks stem from the 

Russian and the US intentions which are largely attributed to geopolitical calculations and they 

follow a certain logic which has a historical basis. Still, in both cases such narrative can be 

questioned from economic, political and even security perspective. 

This brings us to another important issue where we can identify similarities and an 

important difference between China and the EU, which is the divergence among different 

parts of their energy security governance mechanism on what constitutes energy security and 

how it is best served. For one thing, both sides have a decentralized and complex energy 
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security mechanism, which consists of a wide spectrum of actors with diverse agendas and 

understanding of energy security. Therefore, we can identify both liberal and strategic actors 

in both sides, which try to influence the common understanding and shape the notion of 

energy security within the policymaking mechanism as well as towards their audience. In both 

cases we have a wide spectrum of political, bureaucratic actors while in China, energy 

companies and the army play an active role in the energy policymaking process as a result of 

the statist and authoritarian characteristics of China’s economy and politics. 

The latter is the important difference between China and the EU, as in Brussels there exists 

multipolar structure while in Beijing, notwithstanding the different and often conflicting 

voices, the central political leadership shapes the overall framework for the conceptualization 

of energy security. After all, China is a Westphalian state where one party dominates political 

and  economic life while the EU, according to Robert Cooper, is a postmodern political 

formation with a different system of values and practices. What is more, it is important to keep 

into consideration that the EU consists of countries which approach energy security from 

fundamentally different perspectives. EUMS are widely diverse with respect to their structural 

characteristics and energy security challenges and they have different historical memories and 

bilateral ties with Russia. This divergence was highlighted in Chapter 4 with the analysis of 

the energy security approaches of German, Poland, and Greece. As a result, the domestic 

parameters which shape their energy security approaches and later their energy security 

strategies vary and they have led to different approaches on energy security. 

Between these largely different energy security government mechanisms we can identify a 

significant similarity, which is that their bureaucratic core has been highly sophisticated, 

recognizing the existence of both strategic and market-based approaches towards energy 



515  

security. In the EU it is the European Commission and in China the NDRC which play a major 

role in the conceptualization of energy security and in policy implementation. Both actors 

consist of sophisticated well-trained officials who recognize the existence of both economic and  

geopolitical challenges to energy security, yet they tend to approach them from an economic 

perspective, which can be either hawkish or liberal. In parallel, politicians tend to approach 

energy security from a more geopolitical approach responding to domestic concerns and 

seeking to mobilize their audience. The common denominator here is how political elites often 

connect energy security to geopolitics and foreign policy. That was the case when the Chinese 

leadership securitized the issue of Malacca Strait or when Poland’s Minister of Defence 

Radosław Sikorski called the agreement Nord Stream pipeline agreement a “Molotov-

Ribbentrop Pact” or when the Greek government sought to geopolitical gains vis-a-vis the EU 

and the US through energy agreements with Russia. 

The approach of NDRC and the European Commission has been incremental towards a 

more sophisticated and comprehensive approach towards energy security according to which 

China and the EU focus on the resilience of the energy system with all dimensions of energy 

security being equally important. The reasoning however behind this shift has been different 

and for the EU this was mainly driven by the EC which used its all-inclusive approach in order 

to push for its agenda. In parallel, the EU felt more confident after the implementation 

measures for the integration of the EU gas market. 

For China on the other hand, we need to focus on four parameters: The first is that gradually 

Chinese energy policymakers have been more knowledgeable about energy and their interaction 

with foreign institutions and agencies assisted them to adopt a more sophisticated approach. 

Secondly, as Chinese leadership promotes the narrative of China as a peaceful and responsible 
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global power, desecuritizing energy and adhering to market-based principles has been a 

necessary precondition. Thirdly, after years of pursuing an aggressive energy diplomacy and 

impressive economic growth, China is not anymore about securing access to oil and gas. 

Finally, China’s priority now is environmental security which is deemed as the largest energy-

related threat to political stability. 

Based on the analysis of China’s and the EU energy security strategy, we can conclude that 

both actors approach energy security from a combination of strategic and market-based 

approaches, whose analogy largely depends on domestic politics and the balance of power 

between different actors, which in the case of China are different agencies, NOCs, and institutes 

while for EU this refers to the interplay between the EU Institutes and the EUMS. Therefore, 

there is a strong link between domestic politics and energy security, with the former serving as 

a transmission belt helping political and bureaucratic elites to interpret internal and external 

energy security challenges, such as in the case of oil import dependence and energy supply 

shortages in early 2000s. Finally, it needs to be stressed that, like other countries such as 

Azerbaijan or Turkmenistan, the vast majority of officials, China and the EU do not 

acknowledge the fact that they adopt geopolitical approaches. This can be largely attributed to 

their interest in promoting a sophisticated profile for their country and also to avoid any foreign 

policy implications 

11.3  Comparing the Energy Security Strategies of China and the EU towards the    

  Caspian Sea Region 

The Caspian Sea region has been playing a pivotal role in the Chinese and the EU energy 

security strategies. Although it is fair to claim that the energy security concerns of China and 

the EU suffer fallacies, what is important regarding the ESC is their tendency to securitize 
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energy. Addressing these concerns both have been seeking to foster their energy foothold albeit 

with different strategies and with the EU clearly lacking behind. However, despite the 

promising effects in terms of security of energy supply, both actors need to take more into 

consideration  the reliability of their suppliers and the economic sustainability of their pipeline 

diplomacy. Notwithstanding the signs that Beijing has been moving towards this direction, the 

energy security discourse in the EU does not focus on economic terms when comparing Russian 

gas supplies with that from Southern Gas Corridor. 

Access to oil and gas in the Caspian Sea region has been a priority for Beijing and Brussels  

in order to mitigate supply of energy risks. The rationale behind their strategy has been to 

ensure diversification of energy supply and transportation routes through pipelines and long-

term  energy agreements. This is an absolutely valid strategy especially given the challenges in 

their energy landscape. As a result, seeking to establish and maintain close energy partnerships 

and to manage their relationship with Russia and the US, China and the EU have found 

themselves integrated in the Caspian ESC. Therefore, for both actors it remains a priority to 

balance against possible supply disruption risks without openly provoking a stand-off with the 

two big powers.  In parallel, however, China and the EU have not avoided securitization of 

energy although deny the nexus between energy and geopolitics in the region. In parallel, both 

sides seem to have overlooked economic sustainability in their Caspian pipeline diplomacy. 

Within this context, they have been pursuing their energy security strategies in the region 

looking for successful tactics that will enable them to hedge against energy security risks. For 

the EU, Caspian serves as a basic hedging tool in almost exclusively with respect to 

dependence on Russian gas imports and the implementation of the Southern Gas Corridor. On 

the other hand, China’s hedging strategy in the Caspian ESC is more comprehensive as it aims 
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primarily at security of energy supply risks, but also environmental and economic challenges 

to energy security. 

Distribution of capabilities, amity and enmity patterns as well as securitization of energy 

security has been of critical importance for the Caspian ESC and also in particular for China 

and the EU. Beijing has been using its economic and political clout in the region in order to 

strengthen its presence in the region. Especially, in the aftermath of the 2008 financial crisis, 

Beijing has taken advantage of its relatively stronger economy and its massive foreign 

exchange reserves and expanded its access to energy reserves. At the same time, the European 

energy foothold in the region is weaker for the exact same reasons, as the EU lacks the 

economic and political gravity that would facilitate its access in the region’s gas reserves. 

What is more, the EU normative approach on issues that fall within the scope of foreign and 

energy security policy impede any attempts for higher energy supply diversification. 

Within the frame of the Caspian ESC the concept of triangular and quadrilateral relations 

allows us to understand how the energy security strategies of the participant members are 

interlinked. For example, China hedges against the US, who is a major ally of the EU by  

pursuing closer energy relations with Russia, against which EU is directing its energy hedging 

tactics. In parallel, triangularization can be also detected in the energy security relations 

between China and other Caspian Sea region, with Turkmenistan being the most vivid 

example. Both actors have been seeking to gains access to Turkmen vast gas resources. A 

basic assumption of the paper has been that China and the EU have been moving towards a 

less monolithic energy security approach, embracing approaches that combine market-based 

and strategic elements in their energy security strategies. Our conclusions with respect to this 

issue are somewhat mixed. For China, its initial approach towards the region was clearly 
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strategic with a strong interest in pipelines that would help the country hedge against the 

“Malacca Strait dilemma” and giving priority to security of energy supply over economic 

sustainability. Gradually however China has been adopting a more balanced approach 

introducing market- based criteria. 

At the same time the EU energy security strategy has remained largely liberal and adherent 

to market-based principles and segments of strategic approaches to energy security remain 

limited. While Brussels has added a set of geopolitical concerns in the European energy 

security agenda adherence to basic market-based principles remain firm. Despite calls for a 

more active resource diplomacy that will stand up against Russia and will be more 

competitive, the EU institutions   still limit their role in preparing a favorable climate for the 

EU energy companies. One needs to keep in mind that engaging in hawkish and mercantilistic 

policies in order to secure access to oil and gas is not only against the EU nature but it is also 

impossible due to lack of the necessary tools. In parallel, however, there are some elements of 

a more pragmatic approach towards the authoritarian energy exporting countries of the region 

yet they do not constitute a major EU trend. On the contrary, we can observe that certain 

EUMS take particular interest in deviating from the EU verdict, such as Germany and Greece. 

This brings us to another fundamental difference between the two actors which is the 

coherence and effectiveness in the execution of their strategy. Despite challenges in China’s 

energy policymaking mechanism, the central political leadership has been able to mobilize 

resources from various sectors including the policymaking mechanism, NOCs, financial 

institutions, etc. On the other hand, Brussels faces the daunting task of maintaining a coherent 

energy security strategy with its basic institutions such as the EC and the European Parliament 

as well as EUMS pursuing diverging strategies. What is more, we need to underscore the 
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advantage for China vis-a-vis the EU due to its higher compatibility in terms of governance, 

energy security perceptions, and business culture. 

Although, the focus of this research has not been the Sino-European energy relations as the 

two actors have been the subject of the research and they are members of the Caspian ESC, it 

is interesting to analyse their interaction and the perceptions for each other. In all cases of 

triangular energy relations which include EU, China, and a Caspian state, the former is the less 

powerful player for reasons that have been already analysed. Against this backdrop, Europe 

recognizes that in its attempt to gain more access to Caspian gas resources, competition with 

Beijing is not inevitable and the major European priority is the vague and overly ambitious goal 

to convince China to embrace the European values in its energy policy956. According to Zha  

(2013), despite close EU-China relations and an intensifying energy policy dialogue, 

suspicions towards Chinese long-term strategy might impact the European perspectives on 

Chinese energy partnerships.  In  parallel,  China  is  skeptic  about  the  EU’s  normative  

approach  of  linking democracy and human rights with energy. Daojing warns about the risk 

of heightened Sino- European competition over access to energy resources957 

At the same time, researchers have suggested to Western governments and companies to 

not consider China as a threat; instead they should consider China’s emergence as an 

opportunity if China is willing to pay a premium in order to secure diversification of energy 

supplies and prompted them to engage in direct energy trade with Beijing958. However, this 

                                                           
956 Ignacio Asenjo, (Official at the EU Delegation in Beijing) interviewed by the author, Beijing, July 7, 
2016 
957 Daojiong Zha, “Energy Security in China-EU Relations: Framing Further Efforts of Collaboration,” 
China Institute of International Studies, December 6, 2013, accessed October 5, 2016, 
http://www.ciis.org.cn/english/2013-12/06/content_6518005.htm. 
958 Edward C. Chow and Leigh E. Hendrix, “Central Asia’s Pipelines: Field of Dreams and Reality,”  
The 
National Bureau of Asian Research, Special Report 23, Seattle, US, September 2010, 38. 

http://www.ciis.org.cn/english/2013-12/06/content_6518005.htm.
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opinion that clearly falls within the scope of market-based approaches on energy security, takes 

for granted  a fully integrated global market where political and trade barriers do not exist, 

something that does fully not reflect reality. What is more, as Ambassador Song Zhe noted in 

2010, instead of competing over access to energy resources in Turkmenistan, the two actors 

could jointly bid for future gas projects in Turkmenistan and combine their comparative 

advantages namely the Chinese financial liquidity and political clout in Turkmenistan and the 

EU expertise in the up-, mid- and down-stream projects959. 

To sum up, despite their long standing energy dialogue China and the EU have been 

interacting for the first time within an ESC which does not allow them to assess their energy 

security individually without taking into consideration the energy security choices of the 

other sides. This is the very essence of an ESC together with securitization of energy 

security, which has been taking place in both Brussels and Beijing as well. The participation 

of the two actors with distinctly different characteristics can pave the way on challenges as 

well as opportunities for the Sino-European relations. 

 
11.4  Concluding Remarks 

 
Winston Churchill once said: “He who controls oil will win the next war”. For many years,  

oil and more general access to energy resources have been a major driving force behind states’ 

international relations. In this context, this research compared the energy security approaches 

and strategies of China and the EU drawing useful conclusions about the two actors. In 

parallel, the thesis sought to contribute to existing research by adding new approaches to the 

field of energy security studies and seeking to make theoretical contribution vis-a-vis the 
                                                           
959 Zhe  Song,  “Working  Together  for  Closer  China-EU  Strategic  Partnership,”  (remarks  by H.E. 
Ambassador Song Zhe at the Conference of EU-China: Building Upon a Strategic Dialogue Among 
Strategic Partners organized by the Belgian Royal Institute for International Relations, 2010), 
http://www.fmprc.gov.cn/ce/cebe/eng/dshdjh/t774654.htm. 

http://www.fmprc.gov.cn/ce/cebe/eng/dshdjh/t774654.htm.
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concept of hedging, energy security, and security complexes. 

Focusing on two very diverse energy actors was a challenging research task which helped 

us to shed light on different issues of energy security. For some energy security researchers, 

China and the EU are two fundamentally different actors making them non-comparable. This 

is perhaps the reason why there are so few studies drawing parallels between the energy 

security of China and the EU or studying their energy security relations. Notwithstanding the 

fundamental differences between China and the EU the research found important similarities 

between the two actors in terms of energy security perceptions and practices. Contrary to the 

mainstream approach, the research proved that states’ approaches on energy security are not 

merely strategic or market-based but rather a constantly evolving combination of elements 

from both approaches. This was the case with China and the EU which although usually 

described as geopolitical and liberal actors, respectively, they have been converging regarding 

their standpoint about what constitutes energy security, what are the threats to their energy 

security and how should they be addressed. At this point it needs to be stressed that the 

research did not seek to label China and the EU as identical; on the contrary it validated their 

important differences. Yet, their significant similarities regarding securitization of energy, the 

tendency to adopt geopolitical narratives towards domestic audience and the conflicting 

agendas of different institutes highlighted an issue which is worth studying the importance of 

domestic politics. As expected, the research concluded that there is a casual link between 

energy security approaches and strategies. 

What is however interesting between energy security approaches and strategies which have 

been the independent and dependent variables, is that there is also an intervening variable, 

which shapes their interplay. In particular, although China and the EU have different structural 
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characteristics regarding issues such as distribution of capabilities and maturity of their 

economy and energy markets, they share an important similarity as per the link between 

energy security and domestic politics. For both actors, elites in the political, bureaucratic and 

military elites delineate the notion of energy security and promote certain energy security 

approaches based on their domestic agendas and their ability to mobilize resources. While 

existing literature tends to stress the importance of external dimension of energy security 

relations, focusing on geopolitics, international trade, and “great games” between states, 

domestic politics have been a very important factor for the determination of energy security 

approaches and strategies. This has been the reason why the research opted for the application 

of neoclassical realism a theoretical paradigm which supports such approach. 

The major theoretical contribution of the research has been the exploration and 

development of the notion of hedging which has become a buzzword in the field of 

international relations. Having its conceptual roots in finance, it undoubtedly offers important 

analytical firepower to researchers who try to interpret the interaction between states in an 

increasingly complex and interconnected world. Given that political science is not black and 

white and states do not apply monolithic strategies of balancing or bandwagoning, the 

rationale of hedging serves as a very useful analytical framework. This became explicit as well 

in the case of the energy security strategies of China and the EU. One the other hand, however, 

the research highlighted an important issue of energy security which can be easily overlooked; 

that is the risk to confuse hedging strategy with hedging behaviour which can be the outcome 

of political bargaining or by coincidental choices or even due to reluctance to apply a certain 

strategy. In other words, in order to identify a certain course of action as hedging strategy one 

needs to apply a set criteria in order to identify a set of options as hedging and then ensure 
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whether the hedging behaviour fall into the category of hedging. This can help future 

researchers and policymakers avoid analytical misconceptions regarding states’ policy choices. 

The next issue which needs to be highlighted regarding the theoretical contribution of the 

research is the application of energy security complexes using the theoretical framework of 

neoclassical realism. The application of ESC shed light on the complexity of energy security 

relations in the Caspian Sea region Applying neoclassical  realism linked the  dependent and 

independent variables of the research highlighting the applicability of neoclassical realism  

instead of constructivism in the case of security complexes. Hence, neoclassical realism can  

serve as a useful alternative analytical framework that can help us analyse energy relations  

within security complexes. 

It is also important to stress that during the examined research period, China and the EU 

have been evolving towards more comprehensive and balanced approaches regarding their 

energy security approaches and strategies encompassing the economic and environmental 

dimension of energy. Responding to the evolving concept of energy security, it can be 

suggested that future research adopts more integrated assessment methods integrating all 

dimensions of energy security in qualitative and quantitative assessment methods. Moreover, 

research highlighted the nexus between strategic and market-based approaches and it 

highlighted the importance of corporate interests, energy trade contracts which are bound by 

certain legal perspectives, and the environmental and economic parameters of energy security 

agreements. Such issues are often neglected by political scientists when they examine energy 

security relations yet they are increasingly important. On the other hand, it needs to be stressed 

that this analysis has taken place under the assumption of peace in Europe and East Asia. 

Despite tensions, peace has been maintained in the two areas and hence China and the EU 
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have been able to pursue their energy security relations. If, however, the risks of a military 

conflict increase and this cannot be utterly excluded, then states will have to reassess their 

priorities and hence their understanding of energy security. Such a scenario albeit distant can 

be the starting point for the re-emergence of geopolitics in energy security. 

Finally, as the world economy has been experiencing the fourth industrial revolution new 

challenges and opportunities towards energy security have been emerging. Cyber security, 

terrorism, and low energy price present new challenges for resource rich countries as well as 

energy importers. In parallel, however, developments such as artificial intelligence, the usage 

of blockchain technology, and the neckbreaking growth of green finance are set to bring 

unprecedented changes to global energy security. Against this rising new energy security 

landscape future research should examine new challenges and opportunities for researchers 

and policymakers. 
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