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Abstract  

The presen t  s tudy  examines  the  t ransformat ion of  Russ ian energy  pol icy  ad 

i t s  performance af ter  market  t rans i t ion.  On the  bas i s  of  h i s tor ica l  pol icy  

review,  i t  reveals  tha t  environmental  conservat ion in  energy  indust ry  has  

been repeatedly  speci f ied  in  Russ ian  energy  pol icy  af ter  the  1990s  whi ls t  i t s  

focus  has  s t i l l  descended to  quant i ta t ive  expansion of  hydrocarbons .  In  th is  

context ,  th is  paper  expla ins  th is  s i tuat ion f rom the  perspect ive  of  

coordinat ion mechanism such  as  market  and government .  Despi te  a  ser ies  of  

l ibera l  pol ic ies  dur ing market  t ransi t ion ,  i t  becomes c lear  that  Russ ian  

energy  market  has  not  been complete ly  l ibera l i sed  in  terms of  pr ice  and  

pr ivat isa t ion  and re ta ined control  of  the  government ,  whi ls t  the  process  of  

energy  pol icy  format ion and implementa t ion has  been highly  pol i t ic ised ,  

especia l ly  s ince  the  2000s .  This  paper  a l so  der ives  some character is t ics  of  

Russ ia  in  those  c i rcumstances ,  such as  an  exis tence  of  s t rong s ta te  

monopoly ,  recogni t ion  of  energy  as  publ ic  goods ,  and environmenta l  

incompat ib i l i ty  wi th  the  exis t ing growth model ,  which are  ra i sed  as  

proposi t ions  g iven to  Russ ian  energy  pol icy  and chal lenges  to  be  overcome 

for  i t s  fu ture  sus ta inable  growth .  
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Introduction 

 

Russ ia  i s  one  of  the  larges t  countr ies  in  terms of  i t s  surface  area  and natura l  

resources .  When i t  comes to  o i l  and natura l  gas  product ion and expor t ,  

Russ ia  has  occupied one of  the  top places  and has  been regarded as  an  

important  p layer  in  in ternat ional  energy markets .  Given th is  speci f ic  

background,  i t  can be  considered that  an  impor tance  of  energy  resources  

such as  o i l  and natural  gas  as  a  pol icy  tool  i s  ext remely  high,  compared  to  

o ther  indust r ies  in  Russ ia .     

Meanwhi le ,  energy  indust ry  -  a  core  par t  of  the  Russ ian  economy -  i s  

a lso  a  leading source  of  environmenta l  pol lu t ion,  which accounts  for  50 

percent  of  domest ic  a i r  pol lu t ion,  20  percent  of  surface  water  pol lu t ion and 

70 percent  of  CO2  emiss ions 1  (Minis ters tvo Energet ik i  RF,  2009) .  On the 

back of  th is  s i tuat ion ,  i t  has  been repeatedly  pointed  out  tha t  envi ronmenta l  

preservat ion in  energy  indust ry  i s  not  negl ig ible  in  Russ ian  energy  pol icy  

af ter  s tar t ing t rans i t ion  towards  a  market  economy in  the  1990s .  However ,  

main  axis  of  Russ ian  energy  pol icy  has  s t i l l  been  on quant i ta t ive  expansion 

whi ls t  environmenta l  protec t ion in  energy  indust ry  has  a lmost  been ignored.  

Similar ly ,  a l though i t  has  been  wel l  recognized that  energy  product ion 

and consumpt ion are  one of  the  main  causes  of  g lobal  environmental  

problems,  energy  and the  environment  were  rare ly  l inked wi th in  the  

analy t ica l  f ramework of  s tudies  on Russ ian  energy pol icy .  In  th is  regard ,  

th is  paper  i s  based on the  perspect ive  of  pol icy  analysis  tha t  connects  the  

                                                            

1  GHG Emiss ions  o f  Russ ia  have  been  the  four th  l a rges t  in  the  wor ld ,  bu t  even  i f  

economic  sca le  i s  equa l i sed ,  emiss ions  per  un i t  o f  GDP in  Russ ia  a re  a l so  a t  the  

wors t  l eve l .  For  the  de ta i l s ,  see  the  fo l lowing  l ink ;  

ht tps : / / r ia . ru /20190904/1558266864 .h tml .  ( in  Russ ian)  
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above two 2  and examines  the  t ransformat ion of  Russ ian energy  pol icy  and 

i t s  performance af ter  market  t rans i t ion  in  the  1990s .  

Also ,  prev ious  s tudies  on Russ ian energy  pol icy  have so  far  focused on  

the  perspect ives  of  microeconomics ,  macroeconomics ,  and geopol i t ics .  

However ,  as  St range (1988)  indica ted  ‘Government ,  companies ,  markets ;  

there  are  the  three  key  players  in  the  oi l  business  game.  For  the  most  par t ,  

in  pol i t ica l  economy,  i t  i s  legi t imate  –  and cer ta in ly  convenient  –  to  

s impl i fy  the  concept  of  an  author i ty -market  nexus  by  ta lk ing in  shor thand of  

the  s ta te-market  re la t ionship  (St range  1988,  p .  194)’ ,  th is  paper  analyses  

Russ ian  energy  pol icy  f rom the  perspect ive  of  pol i t ica l  economy,  wi th  a  

speci f ic  focus  on the  market  and  government .  

.  Throughout  the  pol i t ica l  economy analysis  of  Russ ian  energy  pol icy ,  

th is  paper  then then expla ins  what  fac tors  make Russ ian  energy  pol icy  

quant i ty -or iented whi ls t  environment-disor iented.  Final ly ,  th is  s tudy  a lso  

examines  some character is t ics  of  Russia  in  those  c i rcumstances ,  which  are  

proposi t ions  g iven to  Russ ian  energy  pol icy ,  in  o ther  words ,  chal lenges  to  

be  overcome for  i t s  fu ture  sus ta inable  growth.   

 

1 Literature review on Russian energy policy 

 

Energy  and i t s  pol icy  are  in  pr inciple  d iscussed in  the  area  of  publ ic  pol icy ,  

but  qui te  a  few s tudies  have been conducted f rom var ious  d isc ip l ines  such as  

economics  and pol i t ics .  Though more  deta i l s  are  descr ibed la ter ,  th is  paper  

                                                            

2  I t  has  become the  in te rna t iona l  t rend  tha t  combines  and  ba lance  energy  and  the  

env i ronment .  For  ins tance ,  Economics  o f  Energy  & Envi ronmenta l  Po l icy  

(EEEP)  -  one  o f  the  re la t ive ly  newly  born  journa l s  pub l i shed  by  the  

In te rna t iona l  Assoc ia t ion  for  Energy  Economics  ( IAEE) ,  which  i s  the  wor ld ' s  

l a rges t  energy  economics  soc ie ty-  se t  i t s  t a rge t  on  po l icy  ana lys i s  in  the  

in te r face  be tween  energy  and  the  env i ronment .   



 

3 

takes  a  posi t ion to  analyse  energy  pol icy  wi th  a  speci f ic  focus  on 

coordinat ion mechanism (market  and government)  and i t s  inf luence  on 

energy  pol icy  in  Russ ia .  

A fundamenta l  fea ture  of  Russ ian  energy  pol icy  is  ‘development  

expansion pol icy’  (Oxensherna  2012,  p .96) ,  which has  consis tent ly  been a t  

the  centre  of  Russian  energy  pol icy  sys tem s ince  the  Sovie t  era ,  especia l ly  

af ter  the  1950s .Simul taneously ,  domest ic  and in ternat ional  s i tua t ions  of  

each era  have a l so  been ref lected in  i t s  energy  pol icy .   In  th is  context ,  there  

exis t  three  approaches  to  analyse  i t s  energy  pol icy ,  as  deta i led  in  th is  

chapter .  

F i rs t ,  approaches  f rom geopol i t ics  and in ternat ional  pol i t ics  put  focus  on  

energy  expor ts  and ins is t  tha t  the  Russ ian  government  implements  energy  

pol icy  wi th  the  a im of  gaining diplomat ic  power  th rough i t s  expor t  (Bl ig in  

2011,  p .126) .  For  example ,  S tu lberg  (2007)  emphasises  the  inf luence  of  

Russ ian  diplomat ic  s t ra tegy  and energy  indust ry  on i t s  fore ign economic  

pol icy .  Shiobara  (2007)  a lso  analysed cross-border  p ipel ine  in  the  

f ramework of  d ip lomat ic  s t ra tegy  and in ternat ional  pol i t ics  and pointed  out  

tha t  Russ ian  energy expor ts  through the  p ipel ines  has  enhanced  i t s  

geopol i t ica l  s ta tus .  General ly ,  th is  type  of  Russ ian  energy  expor t  has  been 

evaluated as  a  tool  of  acquir ing fore ign currency  and thus  boost ing Russ ian  

economy s ince  2000 (Nekrasov and Dani l ina ,  2004) .  

Second,  there  are  research groups  approaching Russ ian  energy pol icy  

f rom a  macroeconomic perspect ive .  These  s tudies  expla ined that  Russ ia’s  

economic  growth model  and i t s  federal  budget  severe ly  dependent  on energy 

resources  had i t s  macroeconomic s t ructure  more  vulnerable  to  external  

condi t ions  such as  changes  in  g lobal  energy  market  condi t ions  (Kuznetsov,  

2013) .  On a  re la ted  note ,  development  of  o ther  indust r ies  such as  

informat ion technology  ( IT)  and biotechnology  (Fet isov,  2008)  and increase  

in  renewable  energy  in  i t s  to ta l  pr imary  energy  supply  (Kozlova,  2015)  are  

l i s ted  as  measures  to  reduce i t s  dependence.  I t  has  a lso  been  indicated that  
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rent  revenue to  governmenta l  budget  tends  to  be  used less  ef f ic ient ly  than 

consumers’  addi t ional  income through a  re la t ive  decrease  in  energy  pr ices  

(Volkonski i  and Kuzovkin  2001,  p .  86) ,  and Skr ipnikova and Postanogova 

(2015)  a lso  pointed  out  tha t  capi ta l  inf low concentra ted  in to  i t s  hydrocarbon 

resources  indust ry  ra ther  than manufactur ing sec tors  was  an  unsolved issue  

in  terms of  economic s t ructure  reform.  

However ,  Kuboniwa (2011)  noted a  s t rong corre la t ion  between oi l  pr ices  

and Russ ian  domest ic  manufactur ing indust ry ,  which he  ca l led  not  Dutch  

disease  (expansion of  resource  expor t  leads  to  soar ing local  currencies  and  

r is ing wages ,  which resul t s  in  weakening domest ic  manufactur ing sectors) ,  

but  Russ ian  disease .  On the  same point ,  Gaddy  and Ickes  (2005)  pointed out  

tha t  Russ ia 's  abundant  resource  rent  contr ibuted  to  the  development  of  i t s  

manufactur ing indust ry ,  us ing the  word -  addic t ion  (Tabata  2012,  p .  145) .  

Here  in  o ther  words ,  resource  rents  are  regarded as  a  posi t ive  economic  

effect  which are  d is t r ibuted to  domest ic  manufactur ing companies  and  

consumers  in  the  form of  subsidy  l ike  cheap energy  pr ices .  

Third ,  there  i s  a  group of  s tudies  that  capture  energy  pol icy  f rom a  

microeconomic  viewpoint ,  which t r ies  to  decipher ing an ef f ic iency of  

energy-producing companies  wi th  a  par t icular  focus  on the  re la t ionship 

between the  government  and en terpr ises .  This  pays  a t tent ion to ,  as  Goldman 

(2008)  impl ied ,  ‘a  s tory  about  d iscovery ,  conspiracy ,  corrupt ion,  weal th ,  

wrong judgement ,  greedy ,  concess ion,  re la t ives  and  power  (p .  16)’  of  the  

government  and companies  over  energy  resources  in  Russ ia .  For  example ,  

Goldman (2008)  and Grace  (2005)  focus  on reorganisa t ion  and indust ry  

t rends  of  Russ ian  o i l  and gas  indust ry  dur ing i t s  t rans i t ion  per iod towards  

market -based economy,  whi ls t  Lane (1996)  and Hoffman (2002)  analyse  

changes  in  the  format ion of  ru lers  and sys temat ic  t ransformat ion.  

Also ,  Hel lman,  Jones  and Kaufmann (2000)  h ighl ighted a  large  inf luence  

of  pr ivate  in teres t  g roups  on the  government  (a  character is t ics  of  Yel ts in  

era) ,  us ing i l legal  methods  l ike  changing rules  of  the  game,  and a  rent -
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seeking behaviour  of  t ransferr ing resources  f rom the  government  to  

individuals  and corporate  groups ,  which is  ca l led  ‘s ta te  capture’ .  -

Al ternat ively ,  af ter  the  Put in  adminis t ra t ion 's  f i r s t  per iod (ear ly  2000s) ,  the  

government  tends  to  use  power  beyond the  law,  and th is  i s  ca l led  ‘business  

capture’  in  which rents  are  i l legal ly  acquired  by  the  government  (Hanson  

and Teague,  2005) .  Here ,  a  par t icular  focus  has  been put  on changes  in  

ru lers  of  Russ ian energy  indust ry ,  thei r  in teres ts  in  energy  rents ,  and 

ut i l i sa t ion  of  pr ivate  companies  by  the  government  for  s t rengthening i t s  

f i scal  base .  In  th is  context ,  i t  has  of ten  been ment ioned the  low eff ic iency  

of  energy  product ion companies ,  especia l ly  i t s  s ta te-owned ones3 .  

However ,  these  previous  s tudies  have not  put  enough focus  on 

coordinat ion mechanism rela ted  to  energy pol icy  in  Russ ia .  These  s tudies  

were  a l so  l imi ted to  analyse  and evaluate  only  a  par t  of  the  Russ ian energy 

pol icy ,  s ince  they  could  not  grasp i t s  whole  p ic ture  and t ransformat ion 

dur ing the  t rans i t ion  process .  In  o ther  words ,  these  previous  s tudies  have  

not  been ful ly  expla inable  for  ques t ions  why the  quant i ta t ive  expansion  in  

energy  product ion is  a lways pr ior i t ised  over  environmenta l  protec t ion,  

which has  become more  obvious  as  an  outs tanding issue  in  i t s  energy  pol icy .  

To ful ly  unvei l  the  above s i tua t ion,  th is  s tudy then focuses  on how 

coordinat ion mechanisms such as  market  and government  inf luences  on 

Russ ian  energy  pol icy ,  af ter  c lose ly  examining long- term dynamics  of  i t s  

energy  pol icy  and sys tem changes .  

 

                                                            

3  Energy  s ta te -owned  en te rpr i ses  (SoEs)  such  as  S ta t  Oi l  (Norway)  and  Pe t ronas  

(Malays ia )  show i t s  h igh  ef f i c iency .  As  Sokolov  (2015)  spec i f i ed ,  however ,  

government  ownersh ip  does  no t  adverse ly  a f fec t  corpora te  e f f ic iency ,  bu t  

Russ ia ' s  p rob lem i s  tha t  90 .2  pe rcen t  o f  to ta l  hydrocarbon  resource  p roduc t ion  

i s  occup ied  by  ver t i ca l ly  in tegra ted  en te rpr i ses  whi l s t  the  Uni ted  S ta tes ,  where  

the  ra t io  o f  SMEs to  to ta l  p roduc t ion  accoun ts  fo r  40  percen t .  
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2 Energy policy and its  performance in Russia  

 

This  paper  takes  a  b i rd ' s -eye view of  what  Russian energy  pol icy  targets  and  

what  k ind of  resul t  i t  has  genera ted .  Then f i rs t ,  th is  paper  touch on the  

Sovie t  era  as  an  in i t ia l  condi t ion of  present  Russ ian energy  pol icy .  

 

2.1 Energy pol icy  in  the  Soviet  Union  

Sovie t  and  Russian energy  resource  development  dates  back  to  the  Baku 

oi l f ie lds  a t  the  Imper ia l  Russian era  where  energy  resources  were  added to  

the  l i s t  of  impor tant  commodi t ies  as  a  means  of  achieving fur ther  

development  of  Tsar is t  Russ ia .  S imul taneously ,  however ,  there  was  a  

considerable  lack of  energy  development  technology and capi ta l  (Gudr ich  

and Lantemann,  2013) .  Then,  the  Russ ian Empire  encouraged an ent ry  of  

Western  energy  companies  through sof tening fore ign capi ta l  res t r ic t ions ,  

which resu l ted  in  a  rapid  increase  in  crude oi l  product ion dur ing the  1870s  

to  the  1980s .  

After  tha t ,  product ion volume fe l l  sharply  due to  the  inf luence of  

nat ional isa t ion of  Baku asse ts  in  19214  when Vladimir  Lenin  launched a  new 

economic pol icy  and occupat ion of  the  Baku oi l  f ie ld  by  German army 

around the  t ime of  WWII .   With  the  development  of  the  Volga  Ural  o i l  f ie ld  

and the  Romashkino oi l  f ie ld  d iscovered in  1948,  however ,  o i l  product ion  

recovered in  a  s tead manner .  I t  i s  to  note  tha t  domest ic  product ion a t  tha t  

t ime was  only  enough to  meet  the  demand of  i t s  domest ic  ref in ing indust ry5 ,  

and that  coal  and hydropower  were  considered important  as  p r imary  energy  

sources  whi ls t  contr ibut ion of  o i l  and gas  was  not  g iant .  

                                                            

4  Conf i sca t ion  (na t ional i sa t ion)  of  p r iva te  p roper ty  by  the  Bolshev iks  led  to  the  

repu ls ion  of  fo re ign  o i l  compan ies  such  as  Royal  Dutch  She l l  and  Nobel  fami ly .  

5  In  fac t ,  the  Sovie t  Union  was  a  fue l  impor te r  f rom the  perspec t ive  o f  the  energy  

t rade  ba lance  un t i l  a round  the  1950s .  
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In  fac t ,  o i l  and natura l  gas  came to  the  spot l ight  f rom pol icy  makers  of  

the  Sovie t  Union in  the  la te  1950s ,  when energy  resources  were  deeply  

embedded in  the  centre  of  the  Russian  economy.  There  was  an energy  

revolut ion on th is  backdrop  f rom coal  to  o i l  tha t  occurred  in  o ther  

developed countr ies  where  motor isa t ion and development  of  heavy  chemical  

indust r ies  occurred  immedia te ly .  This  resul ted  in  rapid  product ion and  

expor t  of  o i l  and gas  as  a  main  target  of  Sovie t  energy  pol icy .  

There ,  indust r ia l  inves tment  fo r  fur ther  expansion of  product ion and the  

es tabl ishment  of  new factor ies  went  far  beyond the  technological  innovat ion.  

Dur ing the  implementa t ion of  the  Fif th  Five-Year  Plan  f rom 1955,  the  

infras t ructure  of  heavy  indust ry ,  especia l ly  the  pet roleum indust ry  was  

pr ior i t i sed  for  development  purposes .  Brezhnev,  who took the  posi t ion  of  

the  f i rs t  secre tary  of  the  Sovie t  Communis t  Par ty  in  1964,  a lso  descr ibed  

energy  resources  as  ‘a  panacea to  so lve  major  problems of  the  Sovie t  Union  

such as  s t rengthening mil i tary  power ,  mainta in ing/ improving l iv ing  

s tandards  of  res idents ,  improving re la t ions  wi th  the  West  and s tabi l i s ing the  

Sovie t  area’  (Fuj isawa 2019,  p .  4)  and turned to  fur ther  p roduct ion and  

expor t  expansion.  Thanks  to  th is  cont inuous  quant i ta t ive  expansion s t ra tegy 

wi th  the  expl ic i t  a ims to  maximize energy product ion and then expor t  for  

prof i t s ,  new commercia l  f ie lds  were  d iscovered in  Western  Siber ia  one af ter  

another  in  the  1960s 6 ,  and then a  subsequent  increase  in  the  product ion of  

these  f ie lds  was  mater ia l i sed f rom the  mid-1970s  to  the  la te  1980s  (Figure  

1) .  

 

 

                                                            

6   In  1954,  the  f i r s t  o i l  f i e ld  in  Wes te rn  S iber ia  was  d i scovered  in  Kolpashevo  o f  

Tomsk  Region ,  and  in  the  same year  the  Sov ie t  Union  became a  ne t  o i l  

expor te r  to  Eas te rn  European  countr ies .  Then ,  the  Us t -Ba lyk  o i l  f i e ld  was  

d i scovered  in  1961 and  the  Samtro l  o i l  f i e ld  in  1965 .  
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Figure  1 .  Crude oi l  and natura l  gas  product ion in  the  Sovie t  Union 

 

Source :  compi led  by  the  au thor  wi th  re fe rence  to  U.S .  Depar tmen t  o f  Commerce ,  

S ta te  Commiss ion  on  S ta t i s t i c s  o f  the  USSR and  In format ion-Publ ica t ion  Cen t re  

(1991) ,  pp .66-67 .  

 

S imul taneously ,  the  ra t io  of  crude o i l  expor t  to  i t s  product ion,  which 

was  only  5 .2  percent  in  1955,  exceeded 20 percent  in  1960 and cont inued to  

r i se  thereaf ter .  There  was  a  dual  purpose  behind such energy  expor t  growth.  

On the  one hand,  energy  expor ts  a t  tha t  t ime were  ra ther  pol i t ica l  l ike  

keeping inf luence over  communis t  zone whi ls t  weakening t ies  of  Western  

countr ies ,  than earn ing economic  profi t  (Gudr ich  and Lantemann,  2013) .  

Al ternat ively ,  the  Sovie t  Union had a  chronic  shor tage  of  capi ta l  and 

equipment  for  developing energy resources ,  so  the  Sovie t  Union a imed to  

earn  fore ign currency  through expor t ing  energy  resources  to  indust r ia l i sed  

economies  wi th  h igh  demand for  energy .  This  ended up making the  Sovie t  

Union affordable  to  purchase  re levant  fac i l i t ies  and inves t  for  fur ther  

product ion (Figure  2) .  
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Figure  2 .  Energy  inves tment  in  the  Sovie t  Union 

 

Source :  compi led  by  the  au thor  wi th  re fe rence  to  U.S .  Di rec to ra te  o f  In te l l igence  

(1990) ,  p .17 .  

 

Under  the  p lanned economy,  o i l  and natura l  gas  development  were  

expanded s ince  the  1950s ,  but  af ter  nat ional iza t ion of  the  Baku oi l  f ie ld  in  

1921,  th is  type  of  explora t ion was  conducted in  the  o i l  indust ry  sector  by  

the  “Minis t ry  of  Geology  (Mingeo)”  and “Sta te  Geological  Commit tee  

(Gosgeolkom)”,  whi ls t  development ,  product ion and t ranspor ta t ion  by the  

“Minis t ry  of  Oi l  and Gas  (Minnef tegazprom)”,  ref in ing by  “Minis t ry  of  

Pet rochemical  Indust ry  (Minnef tekhimprom)”,  sa les  by  “Sta te  Supply  

Commit tee  (Gossnab)” .  Energy  resources-producing companies  were  obl iged  

to  achieve  quant i ty  norms given by  the Minis t ry  of  Oi l  and Gas ,  and  

ref iner ies  by the  Minis t ry  of  Pet rochemical  Indust ry  as  wel l .  Such top-down 

involvement  of  government  succeeded in  achieving  i t s  pol icy  object ives  to  

increase  energy  product ion and expor ts  by  ref lect ing pol i t ica l  in tent ions .  
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Addi t ional ly ,  energy was  cons idered  as  a  k ind of  publ ic  goods  in  the  

socia l i s t  economic  sys tem,  and thus i t s  product ion,  t ranspor ta t ion and  

re la ted  labour  cos ts  were  a lso  kept  low,  which enabled the  Sovie t  Union to  

supply  i t s  energy  abroad a t  a  lower  pr ice  than in ternat ional  market  pr ice .  In  

fac t ,  the  Sovie t  Union expor ted  to  communis t  countr ies  and Europe a t  

approximate ly  a  hal f  pr ice ,  compared wi th  the  Middle  East  (Gudr ich  and 

Lantemann,  2013) .  

As  descr ibed,  under  the  Sovie t  socio-economic sys tem,  the  quant i ta t ive  

expansion pol icy  based on the  f ive-year  p lan  made i t  poss ible  to  increase  

energy  product ion,  and through i t s  expor t  the  Sovie t  fore ign could  acquire  

fore ign currency .  This  cycle  could  suppor t  the  mechanism of  fur ther  

product ion and expor t  whi ls t  environmenta l  cos ts  cont inued to  be  ignored.  

 

2.2  Energy pol icy  and i ts  performance in  Russ ia  after  market  

transi t ion  

 

With  the  s tar t  of  market  t rans i t ion af te r  the  col lapse  of  USSR,  Russ ian  

economy fe l l  in to  the  midst  of  economic  chaos .  The t ransformat ion f rom the  

centra l ly  p lanned economy to  the  market-or iented  economic  sys tem was 

s tar ted  in  the  hand of  the  shock therapy  led  by  the  West ,  genera ted  

hyper inf la t ion  and crash  of  i t s  na t ional  economy.  Dur ing i t s  economic  

turmoi l  due  to  the  t rans i t ion ,  budget  const ra in ts  of  Russ ian  domest ic  

companies  became harder 7 ,  which fe l l  in to  ar rears  of  thei r  payments  to  

energy-producing companies .   

Addi t ional ly ,  a  decrease  in  new investment  by  domest ic  companies  and  

thei r  indust r ia l  outpu t  reduced energy  demand i t se l f ,  which  a lso  d iminished  

                                                            

7  Russ ian  cen t ra l  bank  t igh tened  i t s  mone ta ry  po l icy  to  regu la te  in f la t ion  

assoc ia ted  wi th  p r ice  l ibera l i sa t ion ,  bu t  f inanc ia l  cons t ra in t s  o f  domes t ic  

compan ies  increased ,  coup led  wi th  the  reduc t ion  in  subs id ies .  
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the  wi l l ingness  of  domest ic  o i l  and gas  companies  to  invest  for  fur ther  

energy  development .  As  descr ibed above,  Russ ian  oi l  and natura l  gas  sec tor  

has  been a t  the  core  of  i t s  economy s ince  the  Sovie t  era ,  but  o i l  product ion 

in  par t icular  fe l l  to  about  60  percent  of  the  1980’s  level  (Figure  3) .   

Under  these  c i rcumstances ,  Russia ' s  f i rs t  energy  s t ra tegy  af te r  i t s  sys tem 

change was  devised and then implemented.   The Reso lut ion of  the  

Government  of  the  Russ ian  Federa t ion No.26 ‘Russia 's  bas ic  pol icy  on 

energy pol icy  under  the  new economic  condi t ions’  was  approved in  

September  1992,  fo l lowed by  the  adopt ion of  the  decree  of  the  Pres iden t  o f  

the  Russ ian  Federa t ion No.472 ‘Basic  pol icy  o f  s t ructural  re form and the  

energy s trategy  of  Russ ian fuel  and energy complex  up to  2010’ . .  Based on  

both  decis ions ,  ‘Energy s trategy  of  Russ ia  unt i l  2010 -  bas ic  provis ions’  

was  formulated.  

This  f i rs t  long- term s t ra tegy  of  Russ ia  on ly  pointed to  the  d i rec t ion of  

i t s  energy  pol icy  wi th  no concre te  numerica l  ta rgets  speci f ied  for  product ion  

and expor t .   However ,  there  was  a  c lear  awareness  of  fu r ther  energy 

product ion expansion ,  where  one of  the  most  impor tant  pol icy  i ssues  was  to  

e l iminate  the  lack of  inves tment  in  i t s  domest ic  energy  sector ,  which had 

cont inued af ter  the  t rans i t ion process  s tar ted .  Simul taneously ,  pr ior i ty  was  

g iven to  an  i tem for  increas ing ef f ic iency  of  energy  consumpt ion 8 ,  which 

was  formulated  in  Apr i l  1996 as  the  Russ ian  Federa t ion Law No.  28 ‘On 

energy saving’ .  Unfor tunate ly ,  the  law remained declara t ive  whi ls t  most  

contents  were  ignored (Mil lhone,  2010) .  

                                                            

8  1992  Bas ic  concep t ,  which  fo rms  the  bas i s  o f  th i s  s t ra tegy ,  inc luded  severa l  

na t iona l  p rogrammes  (na ts iona l ina ia  p rogramma) ,  which  main ly  focused  on  

improv ing  energy  e f f ic iency ,  energy  sav ing  and  improv ing  the  qua l i ty  o f  

energy  supply .  For  ins tance ,  ‘Na t iona l  Programme on  Energy  Sav ing’  a imed  to  

save  500  to  700  thousand  tonnes  of  o i l  equ ivalen t  per  year  un t i l  2010 .  
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However ,  s i tua t ion surrounding Russ ia 's  energy  resources  and pol ic ies  

dras t ica l ly  changed wi thin  a  few years .  A growth t rend in  g lobal  crude oi l  

pr ices  s ince  the  ear ly  2000s  and a  re la t ive  decrease  in  dol lar -valued 

product ion cos ts  due  to  the  devaluat ion of  rouble  could  res tore  the  Russ ian  

energy  product ion (Figure  3) .  

Surrounded by  r i s ing in ternat ional  energy  pr ices ,  ‘Basic  energy s trategy  

regulat ions  by  2020’  was formula ted  on 23 November  2000 and then on 28  

August  2003,  the  Resolut ion of  the  Government  of  the  Russ ian  Federa t ion 

No.  1234 ‘Russ ian energy s tra tegy  unt i l  2020 ’  was  adopted .   Prior i ty  was  

given in  th is  s t ra tegy  to  new development  of  Yamal  Peninsula ,  Eas tern  

Siber ia ,  the  Far  East  and Barents  Sea  cont inenta l  shel f ,  and rea l i sa t ion of  

economic  growth through increas ing energy  expor ts .   In  other  words ,  Russian 

energy  pol ic ies  kept  i t s  pr imary  character is t ics  to  seek fur ther  quant i ta t ive  

expansion af ter  s tar t ing  t ransi t ion  towards  a  market  economy.  

 

F igure  3 .  Changes  in  o i l  and gas  product ion in  Russ ia ,  exchange ra te  and  

in ternat ional  o i l  pr ice  af ter  1990  

 
Source :  compi led  by  the  au thor  wi th  re fe rence  to  Ross ta t  (2018) .  
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In  fac t ,  energy  expor t  dur ing th is  per iod increased s igni f icant ly  (Figure  

4) ,  which crea ted  a  boom that  had not  exis ted  dur ing the  t rans i t ion  per iod 

and became a  dr iver  of  economic growth as  the  2020 energy  s t ra tegy  a imed.  

Addi t ional ly ,  Russ ian  energy  companies  imported  machinery  and equipment  

f rom Europe and the  Uni ted  Sta tes  for  fur ther  maximis ing i t s  product ion,  by  

us ing i t s  fore ign currencies  acquired  f rom i ts  energy expor ts .  F igure  4  a lso  

indicates  that  energy resources  p layed a  crucia l  ro le  in  compensat ing t rade  

imbalance  of  the  Russ ian  economy.   

Though there  has  been a  need to  t ransform i ts  economic  s t ructure  

dependent  excess ively  on energy  resources ,  the  occurrence  of  g lobal  

f inancia l  cr is is  brought  to  Russ ia  the  need for  economic  modernisa t ion more  

s t rongly .   Russia 's  t rade  surplus  narrowed due to  a  sharp  drop in  energy  

pr ices  ref lec t ing  the  s tagnat ion of  the  world  economy,  and a  sharp  

deprecia t ion of  rouble  worsened domest ic  consumers  sen t iments .  The  

decl ine  in  energy  pr ices  a l so  accelera ted  capi ta l  f l ight  f rom Russia ,  which 

hi t  i t s  domest ic  economy from the  viewpoint  of  consumpt ion and inves tment .  

 

F igure  4 .  Real  GDP growth ra te ,  t rade  balance  and energy  expor ts  of  Russ ia  

 

Source :  compi led  by  the  au thor  wi th  re fe rence  to  Ross ta t  (2018) .  
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In  fac t ,  as  Mizobata  (2013)  speci f ied  as  one  of  the  sources  of  

modernisa t ion pol icy  in  Russ ia ,  i t  was  ‘a  sense  of  cr is i s  of  Russ ia ' s  weak  

compet i t iveness  in  the  world  economy. . .excess ive  dependence on  

hydrocarbon resources… vulnerable  indust r ia l  s t ructure  (Mizobata  2013,  

p .21)’ .  S imi lar ly ,  escape f rom i t s  energy  mix centred  on hydrocarbon  

resources  ( in  o ther  words ,  convers ion to  renewable  energy  sources)  was  

h ighl ighted in  Dmitry  Medvedev’s  adminis t ra t ion  ‘by  promot ing energy 

saving as  one  of  the  p i l lars  fo r  modernisa t ion,  which was  expl ic i t ly  l inked 

wi th  compet i t iveness  improvement  and c l imate  change pol icy  (Tokunaga 

2012,  p .183)’ .  In  shor t ,  there  became a  s t ronger  demand for  modernisa t ion 

as  a  measure  to  solve  problems on energy ,  environment  and economy and as  

a  pathway towards  the  rea l isa t ion  of  a  low-carbon socie ty .  

New and comprehensive  energy  pol icy  were  formulated as  ‘Russ ian  

energy s trategy  up to  2030’  in  November  2009.  The goal  of  2030 energy  

s t ra tegy  is  to  ‘ improve the  qual i ty  of  l i fe  of  people  and s t rengthen thei r  

in ternat ional  economic  s ta tus  by  maximis ing ef f ic ient  use  of  na tura l  

resources  and economic growth (Minis ters tvo Energet ik i  RF 2009,  p .1)’ .  

The 2030 energy  s t ra tegy  took over  the  out l ine  of  the  2020 energy  s t ra tegy  

( increased  product ion/expor t  volume and rea l isa t ion economic  growth) ,  

whi ls t  added the  fo l lowing four  pr ior i t i sed  areas ;  1)  energy  secur i ty ,  2 )  

energy  safe ty ,  3)  budget  ef f ic iency  of  energy  sector ,  4)  environmental  

protect ion in  energy  sector)  and target  se t t ings  to  be  achieved for  each i tem.  

At  the  same t ime,  In  June 2008,  the  decree  of  the  Pres ident  of  the  

Russ ian  Federa t ion  No.889 ‘On some measures  to  improve energy and 

environmental  per formance of  the  Russ ian Federa t ion’  was adopted in  the  

context  of  economic  modernisa t ion,  and i t s  goal  was  se t  to  decrease  energy 

in tens i ty  in  Russ ia  by  40 percent ,  compared to  2005.  In  addi t ion ,  Russ ian  

Federa l  Law No.  261 ‘On energy saving,  energy e f f ic iency  improvement  and  

a  par t icular  law revis ion o f  Russ ian  Federat ion’  revised the  above-

ment ioned  law on  energy  saving in  November  2009,  and for  i t s  
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implementa t ion ,  the  ‘Plan for  energy  saving and energy  e f f ic iency  

improvement  measures  in  Russ ian Federat ion’  was announced in  December  

2009 and ‘Federal  programme for  energy  saving for  nat ional  energy  

e f f ic iency  improvement  by  2020 ’  was  formulated one year  la ter .   

 There ,  the  goal  se t t ing  of  improving Russ ia ' s  energy  in tens i ty  by  40 

percent  compared to  2005 by  2020 was  reaff i rmed whi ls t  new targets  were  

a lso  se t  fo r  improving i t s  energy  in tens i ty  by  7 .4  percent  dur ing 2011-2015,  

13 .5  percent  by  2016-2020.   Simul taneously ,  the  goal  to  be  achieved in  the  

2030 energy  s t ra tegy  was  to  de-hydrocarbonise  i t s  energy  mix through 

increas ing share  of  renewable  energies  up to  4 .9  percent  by  20309 .  

Such domest ic  pol icy  t rend is  thanks  to  the  fac t  that  c l imate  change  

countermeasures  become of  crucia l  importance  in  Russ ian  energy  pol icy  

f ramework.  I t  was  a lso  around th is  t ime that  the  Cl imate  doct r ine  

(Kl imat icheskaya doktr ina)  -  the  f i rs t -ever  document  to  ar t icula te  the  

Russ ian  government 's  v iew on c l imate  change -  was  publ ished.  On th is  po int ,  

Saneev and Maysyuk (2010)  pointed  out  tha t  common environmenta l  pol ic ies  

in  Russ ian  energy  sector  are  one of  important  mechanisms to  implement  

c l imate  change countermeasures .  Taking  in to  cons idera t ion the  fac t  that  

c l imate  change countermeasures  (or ig inal ly  under  the  jur isdic t ion  of  

Minis t ry  of  Environment  as  an  environmental  pol icy)  are  inef fect ive ,  unless  

measures  a re  taken f rom an energy  pol icy  s ide  s ince  i t s  main  cause  i s  foss i l  

fuels  such as  o i l  and gas  (Takahashi ,  2017) ,  i t  can  be  evaluated  that  Russ ian  

energy  pol icy  has  the  same di rect ion as  an  in ternat ional  environmenta l  t rend.  

Whi ls t  i t s  quant i ta t ive  expansion target  for  energy  product ion and expor t  

was  mainta ined in  Russ ian energy  pol icy  as  before ,  the  new element  such as  

environmenta l  protec t ion was  added and increased i t s  presence  wi th in  the  

pol icy  f ramework.   

                                                            

9  h t tps : / /www.pv-magaz ine .com/2017/04 /05 / i rena- russ ia -has -po ten t ia l - to -double -

2030-so la r - ta rge t - to -5 -gw/  
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However ,  pol icy  review conducted f ive  years  af ter  the  implementa t ion  of  

the  2030 energy  s t ra tegy  demonstra ted  that  most  of  i t s  main  targets  on 

environmenta l  protec t ion  were not  achieved (Figure  5) .   I t  can  be  considered  

that  pol icy  targets  such as  energy  product ion/export  volume and GDP 

growth,  a l l  of  which were inher i ted  f rom the  previous  2020 energy  s t ra tegy ,  

and newly  added energy  secur i ty  was  achieved though GDP fe l l  be low the  

target  jus t  because  of  a  temporary  fac tor .  Unfor tunate ly ,  i t  can be  a lso  seen  

that  the  d i f ference  between the  target  and  ac tual  va lue  was  qui te  b ig  for  a l l  

i tems in  environmenta l  protec t ion in  Russ ian  energy  sec tor .  

 

F igure  5 .  Rat io  of  ac tual  va lue  to  ES 2030 target  (%)  

 

Note :  *Refe rence  year  -  2005 .  **Reference  year  -2008 .  ↑means  improvement  by  

100  or  more  whi l s t↓desc r ibes  improvement  by  100  o r  les s .  

Source :  compi led  by  the  au thor  wi th  re fe rence  to  re levan t  documents  o f  

Minis te r s tvo  Energe t ik i  RF,  Ross ta t  (2018) ,  Wor ld  Bank (2016) .  
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From a  longer- term perspect ive ,  increase  in  energy eff ic iency  (decrease  in  

energy  in tens i ty )  and convers ion of  i t s  energy  mix to  be  renewable-or iented  

were  in  a  s ta te  of  poor  improvement ,  though these  points  have been  

repeatedly  speci f ied  in  Russ ian  energy  pol icy .  For  ins tance,  there  has  been 

only  a  s l ight  improvement  in  Russ ia  for  30  years  af ter  t rans i t ion s tar ted  on  

energy  in tens i ty  ( to ta l  pr imary energy  supply  per  uni t  of  GDP) and CO2  

in tens i ty  (CO2  emiss ion per  to ta l  pr imary energy  supply) ,  both  of  which are  

representat ive  indicators  of  economic energy  eff ic iency  (Figure  6) .  

Besides ,  energy  mix  has  not  been conver ted  to  de-hydrocarbonised/  

renewables-or iented,  ra ther  i t  can be  s ta ted  that  Russ ia ' s  energy  mix has  

hardly  changed for  30 years  af ter  the  s ta r t  of  i t s  sys tem change.  Figure  7  

shows that  90 percent  of  i t s  energy  mix cont inues  to  depend on 

hydrocarbons  whi ls t  renewable  energies  inc luding wind,  hydro ,  so lar  and 

biomass ,  a lso  remains  a t  around 3  percent  of  the  to ta l .  

 

F igure  6 .  Energy  and CO 2  in tens i ty  in  Russ ia  af ter  1990 

 

Source :  compi led  by  the  au thor  wi th  refe rence  to  IEA (2020) ,  UNFCCC (2020) .  
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In  shor t  summery ,  as  we have  a l ready  seen,  Russ ian energy  pol icy  was  

consis tent ly  a imed a t  mainta ining i t s  development  expansion route  af ter  i t s  

sys tem change.  Also,  the  increase  in  energy  eff ic iency  (decrease  in  energy 

in tens i ty )  and energy mix t rans i t ion  to  de-hydrocarbon resources / renewable  

energies  cont inued to  be  se t  as  pol icy  targets ,  which has  come to  be  focused  

especia l ly  in  the  context  of  economic modernisa t ion.   

 

F igure  7 .  Energy  mix in  Russ ia  af ter  1990 

 

Source :  compi led  by  the  au thor  wi th  re fe rence  to  IEA (2020) ,  IRENA (2017) .  
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asymmetr ic  performance of  Russ ian  energy  pol icy ,  through put t ing a  

speci f ic  focus  on how the  coordinat ion mechanisms such as  market  and  

government  inf luences  on the  implementat ion of  energy  pol ic ies /s t ra tegies .  

At  f i rs t ,  th is  chapter  pays  a t tent ion to  pr ice  mechanism in  the  market ,  

fo l lowed by the  ro le  of  government  in  terms of  domest ic  market  

opening/c losure  agains t  fore ign  capi ta l .   

F i rs t ,  a  dras t ic  change in  the  way  of  us ing resources ,  inc luding energy  in  

Russ ia  occurred due to  i t s  tax  reform and reform of  the  p lanning sys tem in  

the  ear ly  s tage  of  market  t rans i t ion,  where  s ta te  sys tem and ownership  

re la t ionship  was  changed,  and especia l ly  in  ‘ the  concept  of  l icence sys tem 

for  resource  u t i l i sa t ion was  in t roduced (Antonova 2008,  p .2)  1 0 ’ .  

In  Russ ia ,  where  economic t rans i t ion  s tar ted  in  the  ear ly  1990s ,  there  

a lso  s ta r ted  the  process  of  reorganisa t ion  of  minis t r ies  and pr ivat isa t ion in  

the  Oi l ,  Gas  and the  Mining sector 1 1 .  Concurrent ly ,  domest ic  crude oi l  

                                                            

1 0  Law on  underground  resources  enac ted  on  21  February  1992  prov ides  lega l  and  

economic  bas i s  fo r  the  comprehens ive  and  ra t iona l  use  o f  underground  

resources ,  and  the  concep t  o f  l i cences  and  min ing  a reas  was  in t roduced  fo r  the  

f i r s t  t ime .  

1 1  In  the  Oi l ,  Gas  and  the  Min ing  sec to r ,  r e levan t  min is t r i es  and  ins t i tu t ions  were  

reorgan ised  to  Min is t ry  o f  Fue l  and  Energy  (Min topenergo) .  P res iden t ia l  

Address  to  the  Federa l  Assembly  genera ted  a  lo t  o f  ver t i ca l ly  in tegra ted  o i l  

and  gas  companies  Rosnef t  in  1991 ,  Luko i l ,  Yukos  and  Surgu tnef tegaz  in  1993,  

and  f ina l ly  the i r  number  reached  to  14  in  1995 .  Us ing  the  scheme of  Shares  fo r  

loan  auc t ion ,  ownersh ip  of  ver t i ca l ly  in tegra ted  o i l  and  gas  compan ies  

t r ans fe r red  f rom government  to  o l iga rch .  In  the  Gas  indus t ry ,  on  the  o ther  hand ,  

the  Sov ie t  Min is t ry  o f  Gas  Indus t ry  was  in tegra ted  in to  the  Min is t ry  o f  

Pe t ro leum Indus t ry  in  1989  when  companies  o f  the  Min is t ry  o f  Gas  Indus t ry  

were  a l so  reorgan ized ,  and  Gazkonzern  (a  p redecessor  o f  Gazprom)  was  

es tab l i shed .  Gazkonzern  was  demutuar i sed  by  the  decree  o f  the  Pres iden t  o f  the  
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pr ices  became to  be  basical ly  decided by an  in ternat ional  energy market  

af ter  September  1992  and then were  off ic ia l ly  l iberal ised  in  1995.  However ,  

na tura l  gas  pr ice  was  mainta ined  by  the  government .   

In i t ia l ly ,  Minis t ry  of  Energy  (a t  tha t  t ime)  decided the  pr ice ,  but  the  

author i ty  was  handed over  to  the  Russ ian  Federa t ion Energy  Commiss ion in  

1997 and then to  the  Federa l  Tar i f f  Service ,  but  i t  has  been kept  low 

compared to  the  in ternat ional  pr ice .   As ment ioned above,  however ,  as  global  

energy  pr ices  cont inued to  s lump unt i l  the  end of  the  1990s ,  domest ic  pr ices  

that  were  kept  cheaper  brought  about  h igher  product ion cos ts ,  which led  to  

depress  energy  producers '  wi l l ingness  for  fur ther  inves tment .   This  was  

s t ruck by  Federa l  Law No.  147 ‘On natural  monopoly ’  enacted  on 17 August  

1995,  in  par t icular  gas  pr ices  were  approved to  be  held  a t  a  lower  cos t  than 

overseas  by  the  government  under  th is  law.   

In  fac t ,  Russ ia ' s  average domest ic  gas  pr ice  for  1995-2011 was  only  

about  one-four th  of  the  in ternat ional  market  pr ice  dur ing the  same per iod,  

caus ing a  s igni f icant  domest ic  and in ternat ional  p r ice  d i f ference  (Konno,  

2012) .  Konno (2012) a lso  pointed  out  tha t  Russ ia  f inal ly  jo ined the  WTO in  

2012 wi th  the  access ion protocol  in  the  previous  year  which needed f inal  

condi t ions  for  Russ ian  government  to  fu l f i l  the  ro le  of  complement ing  

fu ture  cos ts ,  prof i t s ,  and inves tment  funds  for  domest ic  gas  pr ice 1 2 .  

                                                                                                                                                                              

Russ ian  Federa t ion  in  November  1992  and  the  Cab ine t  dec is ion  o f  the  Russ ian  

Federa t ion  in  May 1993 ,  and  then  p r iva t i sa t ion  s ta r ted  in  1995,  l ike  companies  

in  the  o i l  indus t ry .  However ,  Russ ian  government  s t i l l  ho lds  a  pos i t ion  as  the  

l a rges t  shareho lder .  Th is  i s  a  d i f ference  where  a  number  o f  ve r t i ca l ly  

in tegra ted  companies  has  sp rung  up  in  the  o i l  indus t ry  and  Gazprom 

monopol ies  a lmos t  the  en t i r e  supp ly  cha in  f rom exp lora t ion  to  sa les  and  expor t .  

1 2  As  s ta ted  above ,  domes t ic  c rude  o i l  p r ice  in  Russ ia  was  fo rmal ly  l ibe ra l i sed  in  

1995 ,  bu t  there  was  s t i l l  a  gap  wi th  in te rna t iona l  p r ice .  Not  l ike  domes t ic  gas  

p r ice ,  however ,  o i l  p r ice  was  no t  t aken  as  an  i s sue  because  i t s  r a t io  o f  Russ ia ' s  



 

21 

However ,  the  la tes t  data  can  be  seen that  gas  pr ice  di f ference between  

Russia  and abroad is  not  complete ly  resolved and exis ts  in  a  c lear  form 

(Figure  8) .  

 

F igure  8 .  Pr ice  d i f ferences  in  gas  in  Russ ian domest ic  and European markets  

 

Source :  compi led  by  the  au thor  wi th  re fe rence  to  Gazprom 

(h t tps : / /www.gazprom. ru / ) .  

 

The exis tence of  such a  cheap domest ic  energy  pr ice  was  an incent ive  

measure  to  s top the  progress  of  energy  cr is is  dur ing i t s  economic turmoi l  a t  

the  t ime of  the  sys tem change,  and to  promote  expor ts  for  more  prof i t  wi th  

in ternat ional  pr ices  in  the  mid-2000s  when  i t  cont inued to  r i se .  

Alternat ively ,  cheap domest ic  energy  pr ices  d id  not  encourage improvement  

of  wastefu l  economic s t ructure  and swi tch  of  i t s  energy  mix to  renewable  

                                                                                                                                                                              

to ta l  p r imary  energy  supply  was  smal l  co mpared  to  na tu ra l  gas  and  the re  d id  

no t  ex i s t  any  c lear  p r ice  regu la t ion  fo r  o i l  in  domes t ic  marke t .  
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energies ,  which is  genera l ly  infer ior  in  pr ice  compet i t ion wi th  hydrocarbons ,  

but  ra ther  hampered these  t ransformat ions .   In  o ther  words ,  the  Russ ian  

energy  market  af te r  the  t rans i t ion of  i t s  regime was  not  complete ly  

l ibera l ised  in  terms of  pr ice  and pr iva t i sa t ion ,  but  ra ther  was  s t i l l  under  the  

control  of  the  government  to  opera te  on i t s  energy  pol icy .  

Next ,  th is  chapter  focuses  on  the  ro le  of  government  in  te rms of  

domest ic  market  opening/c losure  agains t  fore ign capi ta l .  As  s ta ted  above,  

amid a  sharp  decl ine  in  the  domest ic  economy and a  sharp  drop in  energy 

product ion af ter  i t s  sys tem change,  a  shor tage  of  inves tment  in  the  energy 

sector  became an important  pol icy  issue .  In  th is  context ,  Federal  Law No.  

225 ‘On product  sharing agreement  (PSA) ’  was  enacted  on 30 March 1995.  

The PSA 1 3  s t ipula ted  by  th is  law gave foreign inves tors  the  r ight  to  explore  

and develop resources  in  Russ ian  domest ic  f ie lds ,  and the  product  was  

d is t r ibuted  between the  government  and inves tors .  Af ter  i t s  enforcement ,  the  

s i tuat ion of  insuff ic ient  inves tment  in  energy  sector  has  improved.   In  o ther  

words ,  i t  can  be  s ta ted  that  the  government  p layed an ef fec t ive  ro le  on the  

predicament  of  a  sharp  decl ine  in  energy  product ion,  ref lec t ing i t s  economic  

turmoi l  associa ted  wi th  the  t rans i t ion  process  and a  shor tage  of  inves tment  

in  the  country 's  energy  sector .  

However ,  the  Vladimir  Put in’s  adminis t ra t ion,  which was  born wi th  

Boris  Yel t s in 's  re t i rement ,  was  to  s t rengthen the  government ' s  presence in  

energy  resources  and  i t s  producers  as  the  g lobal  energy  pr ice  soared and 

domest ic  resource  product ion recovered.   Among them,  in  the  Put in  

adminis t ra t ion 's  second term (2004-2008)  1 4 ,  fore ign  capi ta l  access  

                                                            

1 3  The  sys tem i t se l f  o r ig ina ted  in  Indones ia  and  was  ma in ly  a imed  a t  a t t rac t ing  

fo re ign  inves to r s  in  deve lop ing  coun t r ie s  (Oda ,  1999) .  

1 4  Al te rna t ive ly ,  a  focus  o f  the  Pu t in  admin is t ra t ion ' s  f i r s t  phase  (2000-2004)  was  

on  the  dua l  key  p r inc ip le  s t ipu la ted  in  the  Law on  underground  resources .   For  

more  de ta i l s ,  see  Adach i  (2015) .  
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res t r ic t ions  to  energy  resources  were  discussed,  because they  became more  

important  for  nat ional  secur i ty  as  resource  pr ices  cont inued to  r i se  

worldwide.  A typical  example  of  th is  was  to  se t  ‘ s t ra tegic  depos i t s  

(s t ra tegicheskie  mestorozhdeni ia) ’ .   The federa l  law on ‘underground 

resources’  enacted  on 21 February  1992,  which was  the  bas ic  f ramework for  

energy  resource  development  in  Russ ia  af ter  the  sys tem change,  d id  not  

exclude en try  of  fore ign capi ta l  in to  i t s  energy  sector .  Therefore ,  res t r ic t ion  

of  fore ign  capi ta l  en t ry  based on reserves  was  se t  up here ,  and the  above-

ment ioned  law was  amended in  2008 to  include ru les  on s t ra tegic  deposi ts  

(o i l :  70  mi l l ion  tons  or  more ,  natura l  gas :  50  bi l l ion  m3 or  more) .  

Concurrent ly  wi th  th is  amendment ,  a  b i l l  to  res t r ic t  fore ign inves tment  

in  s t ra tegic  areas  def ined by  the  government  was  developed.  Under  the  Law 

on ‘Concerning foreign inves tment  procedures  for  enterpr ises  important  to  

securi ty ’ ,  fore ign capi ta l  regula t ions  on the  o i l  and natura l  gas  indust ry  as  

wel l  as  the  nuclear  and the  mi l i tary  indust ry  have been s t rengthened.  At  the  

same t ime,  Russia ' s  s ta te-owned oi l  and gas  companies ,  in  shor t ,  Rosnef t  

and Gazprom were  exclusively  provided for  the  development  of  i t s  

cont inenta l  shel f  inc luding the  h igh potent ia l  Arct ic  Ocean area .  

Behind such a  pol icy  shi f t  f rom the  welcome of  fore ign capi ta l  through  

the  PSA to  res t r ic t ion by  se t t ing the  s t ra tegic  depos i t  c lause ,  there  was  the  

government  in tent ion  to  re ta in  the  r ight  to  grant  l icenses  for  development  of  

auspic ious  deposi ts  which are  of  crucia l  importance  to  nat ional  secur i ty ,  

especia l ly  to  g ive  to  i t s  own companies  ( in  par t icular ,  to  SoEs)  ra ther  than 

fore ign-aff i l ia ted  enterpr ises 1 5 .  Namely ,  the  government  in tervent ion for  

control l ing  fore ign capi ta ls  can be  seen in  an  obvious  manner .  

                                                            

1 5  By  the  same token ,  s ta te -owned  companies  such  as  Gazprom and  Rosnef t  a l so  

hoped  to  ob ta in  l i cences  o f  ausp ic ious  depos i t s  deve lopment  wi thou t  compet ing  

wi th  fore ign  and  o ther  domes t ic  companies .  
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In  summary ,  throughout  the  analysis  o f  coordinat ion mechanism,  i t  

became unvei led  that  the  market  was  d is tor ted  due to  the  government’ s  

arbi t rar iness  ref lec ted  in  pr ice  as  wel l  as  the  government’s  in tent ion to  

emphasise  nat ional  secur i ty  was  s t rengthened.  Both  character i s t ics  led  to  the  

s i tuat ion where  Russ ian  energy  pol icy  became highly  pol i t ic ised.   

 

 

4 Consequences of  Russian energy policy to be polit icised   

As  unvei led  in  the  previous  chapter ,  energy  pol ic ies  haven been pol i t ic ised1 6  

in  Russ ia  due  to  the  fac t  tha t  in tens ions  of  Russ ian  government  were  

ref lec ted  on energy  pr ice  and  thus  d is tor ted  i t s  market  mechanism whi ls t  

energy  secur i ty  be  a lso  l i s ted  as  a  top pr ior i ty .  This  chapter  then focuses  on 

what  happens  in  Russia  under  such  c i rcumstance where  market  and 

government  based on  economy fa l l  in to  dysfunct ion,  which can be  depic ted  

as  substan t ia l  explanatory  factors  for  ques t ions  why quant i ta t ive  expansion  

in  energy  product ion is  a lways pr ior i t i sed  over  environmenta l  protec t ion  in  

Russia .  

 

4.1 Existence of  s trong state  monopoly  

In  genera l ,  energy  pol icy  and i ts  p lanning/ implementa t ion  exis t  on  the  bas is  

of  s t rong nat ional  monopoly 1 7 .   As s ta ted in  previous  chapter ,  pr ivat isa t ion 

                                                            

1 6  The  growth- focused  wi l l  o f  the  government  and  in te res t s  o f  monopol i s t i c  

companies  have  a  s t rong  impac t  on  po l icy  cho ices ,  where  i t s  p r io r i ty  i s  g iven  

to  quan t i t a t ive  expans ion  whi l s t  po l icy  imp lementa t ion  i s  res t ra ined  in  t e rms  

o f  the  env i ronment .  

1 7  S imul taneous ly ,  economies  o f  sca le  and  sca rc i ty  o f  resources ,  bo th  of  which  a re  

charac te r i s t i c s  o f  na tu ra l  monopoly ,  a re  bas ica l ly  obse rved  in  energy  indus t r ies .  

Espec ia l ly ,  the re  appears  na tu ra l  monopoly  in  the  gas  and  e lec t r ic i ty  sec to r  

where  f ixed  cos t s  a re  h igh ly  bur ia l  and  la rge-sca le  p roduct ion  i s  more  e f f i c ien t .  
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of  companies  which s tar ted  wi th  market  t rans i t ion  in  the  1990s  was  par t ia l  

and s t rengthened nat ional  in tervent ion (or  re-nat ional iza t ion of  ownership  

and es tabl ishment  of  the  St ra tegic  indust r ia l  law)  dur ing the  t ime of  

Pres ident  Put in  s ince  2000 has  lef t  much of  s ta te  monopoly  in  i t s  energy  

sector  ( though there  was  a  d i f ference  between oi l  and natura l  gas   to  a  

greater  or  lesser  extent1 8 ) .  

In  such a  context ,  not  only  o i l  and gas  re la ted companies  such as  Rosnef t  

and Gazprom but  a lso  many leading companies  in  Russ ian domest ic  markets  

tend to  behave in  accordance wi th  s ta te  in teres ts  and lay  source  of  growth  

on es tabl ishing re la t ionships  wi th  the  government  (Mizobata ,  2015) .   In  

addi t ion ,  as  Nakatsu  (2019)  a lso  pointed  out ,  Rosnef t  and Gazprom play  a  

ro le  as  agents  to  bui ld  a  fa te  communi ty  wi th  the  Kremlin  for  achieving the  

government ' s  in ternat ional  fore ign s t ra tegy .  Indeed,  achievement  of  nat ional  

goals  becomes corporate  ones  and in teres t s  of  the  government  be  pr ior i t i sed  

over  those  of  the  market .  

At  leas t  in  i t s  energy  sector ,  therefore ,  as  Bremmer  (2010)  pointed  out ,  

Russ ia  i s  not  a  normal  market  economy,  but  ra ther  s ta te  capi ta l i sm ‘ that  

bureaucra ts  opera te  ski l fu l ly ,  a  mechanism in  which the  government  leads  

the  market  mainly  to  pursue  pol i t ica l  in terests  (Bremmer 2010,  p .  23)’ .     This 

type  of  phenomenon is  rea l ly  in  contras t  to  the  neol ibera l  ideology that  

swept  the  world  dur ing the  t rans i t ion  per iod in  the  1990s ,  and Cohen (2012)  

regarded Russia ' s  economic sys tem as  a  s ta te-  in tens ive  model  ra ther  than  a  

f i rm or  household- in tens ive  model .  On th is  point ,  Mizobata  (2015)  a lso  

                                                            

1 8  Al though the  propor t ion  o f  p r iva te  en te rp r i ses  in  o i l  p roduc t ion  has  r i sen  s ince  

the  sys tem was  changed ,  the  p ropor t ion  o f  Rosnef t  and  o the r  s ta te -owned  

en te rp r i ses  i s  s t i l l  l a rge ,  and  the  t ranspor ta t ion  p ipe l ine  i s  a lmos t  monopol i sed  

by  Transnef t  (SoE) .  However ,  p roduc t ion  and  t r anspor ta t ion  o f  na tu ra l  gas  i s  

monopol i sed  by  Gazprom bar r ing  some par t s ,  and  i t s  ne twork  i s  spread  to  

ne ighbour ing  coun t r ie s  by  making  fu l l  use  o f  i t s  expor t  p ipe l ines .  
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pointed out  ‘Russ ia  i s  an  economic  sys tem that  has  a  h igh degree  of  

government  in tervent ion s ince  the  beginning of  i t s  sys tem t ransformat ion,  

and s ta te  capi ta l ,  i t s  ski l l  and qual i ty  as  a  p layer  in  the  market  character i se  

Russ ian  capi ta l i sm (Mizobata  2015,  p .  18)’ ,  so  no f ree-market  adjus tments  

were  coord inated in  Russ ian energy  sector .  

 

4.2 Energy as  publ ic  goods  

Al though energy  is  not  pure  publ ic  goods  in  economics ,  i t  has  a  s t rong 

publ ic  nature  as  publ ic  supply  goods .  Especia l ly  for  Russ ia  where  there  are  

vas t  ter r i tor ies  and  cold  regions ,  i t  can be  regarded as  a  surviva l  

requirement  to  receive  energy  supply  in  an  equal  and cheap way .  Therefore ,  

s table  and cheap supply  of  energy  has  been  recognised by  the  government  as  

a  secur i ty  requirement  for  i t s  na t ions .  

In  fac t ,  energy  was  t rea ted  as  publ ic  goods  under  the  socia l i s t  economic 

sys tem (see  Ch.2) ,  and even af ter  i t s  co l lapse  and  change in  the  way of  

resources  u t i l i sa t ion,  energy  cont inued to  be  provided a t  a  lower  pr ice .  

Cer ta in ly ,  there  was  pol i t ica l  considera t ion for  domest ic  companies  and  

c i t izens  who were  af fected by  the  economic turmoi l  accompanied wi th  the  

sys tem change.   Even af ter  2000,  the  s i tua t ion cont inues  to  be  d i f f icul t  to  

increase  the  burden  on Russ ian  consumers  and companies  through energy  

pr ice  h ike  whi ls t  in ternat ional  energy  pr ices  have increased.   In  th is  regard ,  

Mit rova  and Melnikov (2019) pointed  out  tha t  ‘Russ ia  s t i l l  regards  cheap  

energy  as  ‘publ ic  goods  (p .75)’ ’ ,  which would  induce consumers  (both  

individuals  and companies)  to  use  energy in  a  wasteful  manner ,  due  to  the i r  

lack of  recogni t ion for  i t s  scarc i ty .  

Such kind of  recogni t ion  of  energy  as  publ ic  goods  in  Russ ia  has  s t i l l  

causes  addic t ion even in  recen t  years .  Gaddy and Ickes  (2020)  s ta ted  tha t  

Russ ia 's  addic t ion  to  o i l  and gas  i s  l ike  a  physiological  urge,  and that  the  

s ta te  unders tands  tha t  cont inuing i t s  behaviour  would  lead  to  i t s  own ruin ,  

but  cannot  qui t .  Addi t ional ly ,  captur ing energy  as  publ ic  goods  could  a lso  
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lead to  jus t i f ica t ion of  natura l  monopoly /ol igopoly  by  SoEs,  and discourage  

companies  to  improve ef f ic iency  through technological  innovat ion and 

re t rof i t t ing  exis t ing infras t ructure .  (Bor isovich,  2012)  1 9 .  

Under  such c i rcumstances ,  i t  can be  sa id  that  domest ic  companies  and  

consumers  would  not  be  able  to  reduce energy  waste  and improve energy 

eff ic iency  in  the  economy,  and that  convers ion of  the  energy mix  

(convers ion to  dehydrocarbon resources / renewable  energies)  i s  a lso  l imi ted  

never theless  these  goals  have of ten  been highl ighted in  the  context  of  

modernisa t ion .  

 

4.3 Environmental  incompatibi l i ty  with  the  exist ing growth model  

This  fac tor  can  be  considered f rom the  perspect ive  of  economic growth  

model  adopted in  Russia .   As Kudrin  and Gurvich (2015)  pointed  out ,  Russ ia  

s t rengthened i t s  growth model  to  t ransform oi l  and  natura l  gas  income in to  

domest ic  demand,  which led  to  a  rapid  increase  in  energy  product ion,  wage 

increase  across  indust r ia l  sec tors .  Al though th is  growth model  was  l inked to  

macroeconomic  s tab i l i ty  of  the  country ,  i t s  focus  was  pr imar i ly  on  

expanding development ,  not  on  improving ef f ic iency .  In  fac t ,  h igher  

government  revenues  f rom oi l  and gas  were  ref lec ted  in  h igher  spending and 

wages  in  the  publ ic  sec tor ,  which genera ted  addi t ional  consumer  demand 

and demand for  indust r ia l  products  (Kudr in  and Gurvich  2015,  p .32) .  

This  was  especia l ly  not iceable  in  the  process  of  s t rengthening 

governmenta l  involvement  in  energy  sector  through the  tax  sys tem s ince  

2000,  which formed an energy  resource-dependent  growth model .  

                                                            

1 9  Technolog ica l  loss  o f  energy  resources  in  the  p roduc t ion  s tage  (more  than  60  

percen t  o f  o i l - re la ted  gas  was  los t  in  the  1960s ,  and  i t  r emains  a  ho t  i s sue  even  

today)  and  loss  in  p rocess ing  and  re f in ing  p rocesses ,  and  more  than  75  percen t  

o f  the  h igh-pressure  gas  t r anspor ta t ion  ne twork  owned  by Gazprom i s  25  years  

o ld  and  more  f rom the  t ime  o f  cons t ruc t ion .  
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Immediate ly  af ter  s tar t ing market  t rans i t ion,  Russ ian tax  sys tem for  energy 

resources  was  ext remely  f ragi le .  However ,  as  the  government  increased i t s  

involvement  wi th  energy  resources  and product ion companies  s ince  2000 ,  

the  bas ic  par t  of  the  tax  sys tem for  energy resources  gradual ly  es tabl ished.  

A represen ta t ive  example  i s  the  26 t h  chapter  of  the  Tax Code of  the  Russ ian  

Federa t ion,  ‘Mineral  ex tract ion tax  (NDPI)’ ,  which was  in t roduced in  

January  2002.   

Addi t ional ly ,  expor t  tax  for  o i l  and natura l  gas ,  which was  in t roduced in  

1991 but  la ter  abol ished,  was  again  in t roduced in  1999.  From February  2002,  

the  tar i f f  ra te  for  crude oi l  expor ts  was  ra ised  a long wi th  the  r i se  in  crude  

oi l  pr ices ,  and the  natura l  gas  ta r i f f  ra te  ( in i t ia l ly  5  percent)  was  a lso  ra i sed  

twice  up to  30 percent  in  2004.  With  the  success  of  these  tax  reforms,  

Russ ia 's  f i sca l  ba lance ,  which had suffered a  chronic  def ic i t  in  the  1990s  

due to  the  af termath  of  the  sys tem change  and the  occurrence of  a  f inancia l  

cr is i s ,  was  s ignif icant ly  improved (Figure  9)  before  the  g lobal  f inancia l  

c r i s i s  in  2008-2009.   

 

F igure  9 .  External  debt  and f i sca l  ba lance ,  and oi l  and gas  revenue in  Russ ia  

 
Note :  Ex te rna l  deb t  ba lance-beg inn ing  o f  the  yea r .  



 

29 

Source :  compi led  by  the  au thor  wi th  re fe rence  to  OECD (2015) ,  IMF (1999) ,  

Min is te r s tvo  F inansov  RF (2016) ,  Ross ta t  (2018) ,  Tsen t ra l ’ny j  Bank  RF (2008 ,  

2016a ,  2016b ,  2016c) .  

 

Though Russ ian  f i sca l  ba lance  cont inued to  record  a  def ic i t  a f ter  2008-

2009 due to  var ious  fac ts  (vo la t i l i ty  of  in ternat ional  commodi ty  pr ices ,  

sanct ions  f rom the  West  over  the  Crimean issue ,  e tc . ) ,  corre la t ive  movement  

between i t s  f i sca l  balance  and o i l /gas  shares  out  of  to ta l  revenue can s t i l l  be  

observed unt i l  2018.  External  debt  balance  in  the  las t  decade was  largely  

improved,  compared wi th  i t s  t rans i t ion  per iod in  the  1990s ,  mainly  thanks  to  

increases  in  external  assets .   

As a  fact ,  Russia ' s  f i scal  balance consis tent ly  posted a  surplus  dur ing 

2000 to  2008 before  the  g lobal  f inancia l  cr is is  occurred .  Simul taneously ,  the  

propor t ion of  o i l  and gas  income to  the  federa l  government 's  revenue was  

about  3  percent  in  1995,  but  i t  exceeded 30 percent  in  2004 due to  the  

above-ment ioned tax  reforms.  As descr ibed in  Figure  4 ,  Russa’s  energy-

dependent  growth model  a lso  led  to  h igh economic  growth ra tes  and  

improved t rade  balances .   Given th is  cont inuous sweet  f ru i t s ,  energy-

dependent  growth model  took i t s  root  even deeper  in  Russ ia’s  economic  

s t ructure ,  and thus  i t  could  not  be  changed jus t  overnight ,  even af ter  the  

g lobal  f inancia l  cr is is  required  i t s  fundamenta l  review.  

Addi t ional ly ,  as  an  unders tanding of  sus ta inable  development  i s  

increas ing  around the  world  and even the  movement  i s  be ing recognised in  

Russ ia  as  wel l ,  Russ ia  could  not  escape f rom this  ‘unsusta inable’  growth 

model  wi th  deple t ion of  resource  capi ta l .  In  th is  regard ,  Bobylev and Pere le t  

(2013)  pointed  out  i t  i s  environmental  fac tors  that  do not  f i t  wel l  wi th  

Russian growth model  i t se l f .  In  fac t ,  there  are  many scept ica l  v iews on 
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c l imate  change f rom representa t ives  of  government  agencies 2 0  and 

companies  in  Russ ia  (Mit rova and Yuriy  2019,  pp.75) ,  s ince  th is  green t rend  

damage on i t s  exis t ing  growth model .  This  i s  not  unique to  Russ ia  and  

countr ies  wi th  a  re la t ive ly  h igh dependence  on energy  resources  have  a  

s t rong corre la t ion  wi th  the  number  of  scept ics  of  c l imate  change2 1  (Hornsey ,  

2018) ,  but  a  speci f ic  fea ture  of  Russ ia  on th is  point  i s  an  exis tence  of  the  

group who welcomes and expects  posi t ive  economic  ef fec ts  f rom cl imate  

change due to  the  geographical  d is t r ibut ion of  the  land.   The major i ty  of  

these  arguments  are  that  c l imate  change would br ing benef i t s  to  Russ ia  in  

terms of  reducing heat  and e lec t r ic i ty  cos ts  by  mit igat ing i t s  ext remely  cold  

c l imate  (Timofeev,  2014) and improvement  of  sh ipping routes  on the  Nor th  

Sea  (Porf i r ’ev  i  drugie ,  2017 /  Katcov and Porf i r ’ev ,  2012) .  

Based on the  above,  i t  i s  considered that  resource-dependent  growth  

model  i s  unsusta inable  due to  the  exhaust ion of  i t s  resource  whi ls t  Russ ia  i s  

s t i l l  h ighly  dependent  on i t  and i t  a lso  br ings  benef i t s  for  i t s  economy.  

                                                            

2 0  A  represen ta t ive  o f  c l imate  change  scept ics  in  Russ ia  i s  Yur i  I s la i r i  (Di rec to r  

o f  the  Ins t i tu te  fo r  Globa l  Meteoro logy  and  Env i ronment ) ,  who  i s  a  l ead ing  

f igure  in  the  Russ ian  meteoro log ica l  communi ty .  He  p rov ided  adv ice  to  Pu t in  

fo r  many  years  and  h i s  main  a rgument  i s  tha t  the re  i s  no  sc ien t i f i c  ev idence  to  

suppor t  the  cause  o f ,  so-ca l led ,  g reenhouse  gases  fo r  c l imate  change .  

2 1  Accord ing  to  a  commenta ry  pub l i shed  in  Nature  Cl imate  Change  magaz ine  in  

February  2016 ,  the  number  o f  papers  tha t  ana lysed  scep t ic i sm and  den ia l  o f  

g loba l  warming  began  to  inc rease  a round  2010 ,  and  more  than  200  papers  have  

been  pub l i shed  so  fa r .  An  ana lys i s  conc ludes  tha t  mos t  o f  the  papers  were  

p roduced  through ne twork  re la t ionsh ips  and  f inanc ia l  f lows  of  4 ,556  

ind iv idua ls  and  164  organ isa t ions  a l l eged ly  engaged  in  nega t ive  ac t iv i t i es .  For  

more  in format ion ,  see  Jus t in  Far re l l  (2016)  Ne twork  s t ruc tu re  and  in f luence  o f  

the  c l imate  change  counte rmovement ,  Nature  Cl imate  Change ,  vo lume 6 ,  pp .  

370–374 .  
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Rather ,  environmental  protect ion in  the  energy  sec tor  i s  cons idered only  as  

a  fac tor  tha t  h inders  exis t ing  growth models ,  and thus  loses  i t s  pr ior i ty  in  

i t s  energy  pol icy .  

As these  three  fac tors  opera te ,  energy  product ion and expor t  tend to  be  

pr ior i t i sed  in  Russia  as  goals  to  be  achieved for  rea l i s ing such economic  

growth drove by energy  resources  whi ls t  energy  eff ic iency  increases ,  and 

environmenta l  protec t ion of  the  energy  sector  comes  to  be  the  las t  i tems in  

i t s  pr ior i t i sed  l i s t .  I t  can a lso  be  pointed out  that  these  factors  are  path-

dependent  even af ter  market  t ransi t ion  in  the  1990s ,  as  i t s  common features  

were  observed in  the  Sovie t  era .    

 

 

Conclusion  

 

This  paper  examined t ransformat ion of  Russ ian  energy  pol icy  and i t s  

performance af ter  market  t rans i t ion  in  the  1990s .  Throughout  the  

comprehensive  pol icy  review of  energy ,  inc luding one in  the  Sovie t  era  as  

an  in i t ia l  condi t ion,  i t  was  revealed that  quant i ta t ive  expansion  has  been put  

on the  centre  of  Russ ian  energy  pol icy ,  whi ls t  env ironmenta l  protec t ion in  

energy  indust ry  has  been repeatedly  speci f ied ,  par t icular ly  in  recent  two 

decades .  However ,  energy  pol ic ies  a imed a t  the  la t ter  area  have not  yet  been  

ful ly  achieved and in  th is  context ,  th is  paper  c lar i f ied  how coordinat ion 

mechanisms such as  market  mechanism and ro le  of  the  government  do 

inf luence Russ ian energy  pol icy  and what  are  behind them.   

Then,  i t  has  been depic ted  in  th is  paper  that  Russ ian  energy  market  was  

not  be  complete ly  l ibera l i sed  in  terms of  pr ice  and pr ivat isa t ion  and  

re ta ined control  of  the  government ,  and  in  o ther  words ,  tha t  f ree  market  

mechanism did  not  opera te  on energy  pol icy  in  Russ ia .  In  fac t ,  the  exis tence  

of  low energy  pr ices  was  useful  to  mi t igate  energy  cr is is  dur ing the  

economic  turmoi l  and to  promote  energy  expor ts  for  more  prof i t  when 
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in ternat ional  pr ices  cont inued to  r i se  in  the  mid-2000s .   Alternat ively ,  cheap  

domest ic  energy  pr ices  d id  not  encourage  improvement  of  wasteful  

economic s t ructure  or  swi tch to  renewable  energies ,  which  are  general ly  

infer ior  in  pr ice  compet i t ion ,  but  ra ther  hampered them.  

Addi t ional ly ,  th is  paper  revealed the  process  of  energy  pol icy  format ion  

and implementa t ion  being highly  pol i t ic ised ,  especia l ly  through a  ser ies  of  

s t rengthened governmenta l  in tervent ion  s ince  the  2000s .   Also,  some 

character is t ics  of  Russia  in  those  c i rcumstances  were  der ived in  th is  paper ,  

which were  the  exis tence  of  a  s t rong s ta te  monopoly  because  of  incomple te  

market  t rans i t ion ,  recogni t ion of  energy  as  publ ic  goods  to  fa l l  i t s  ent i re  

economy in to  a  wasteful  const i tu t ion,  and environmenta l  incompat ib i l i ty  

wi th  the  exis t ing growth model .  These  are  inf luent ia l  fac tors  that  make  

Russian energy  pol icy  quant i ty -or iented,  that  i s ,  energy  resources ,  i t s  

product ion and expor t  were  pr ior i t i sed  as  goals  to  be  achieved  for  

mater ia l iz ing i t s  economic growth,  whi ls t  pol icy  i tems such as  ef f ic iency  

improvement  and environmenta l  protect ion in  i t s  energy  sector  were  

subordinated.  These  points  were  a lso  ra ised in  th is  paper  as  proposi t ions  

g iven to  Russ ian  energy pol icy ,  in  o ther  words ,  chal lenges  to  be  overcome 

for  i t s  fu ture  sus ta inable  growth .  
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