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A number of events have motivated Russia’s shift in its energy strategy toward Europe: the 
Ukraine crisis and resulting rounds of U.S.-led Western sanctions brought the problem of 
gas supply back to the fore as one of Europe’s key foreign policy considerations; the falling 
price of oil and a strong push for hub-based in lieu of oil-indexed pricing put in question 
prevailing trade models; and EU’s aspirations to complete the internal gas market left their 
mark on Gazprom’s influence. Combined with Europe’s weakening demand for gas this 
has led to considerable speculation about a turning point in EU-Russian gas relations. 
In fact, some observers foresee a complete refashioning of Russia’s strategy to gradually 
transition away from the European market (Stern et al., 2015), or at least a gradual obso-
lescence of the same (Henderson, 2014). Others regard the shift as a temporary attempt by 
Russia to play hardball with Europe (Milov, 2015). This debate warrants an investigation 
into the nature of and prospects for the new Eurasian geopolitics of gas. 

This discussion paper relies on multiple in-depth semi-structured qualitative research 
interviews with policy makers, industry representatives and analysts in Russia, Turkey and 
Brussels to address the following questions: 

How do we make sense of Russia’s “Asian pivot”?

Gazprom’s Eastern Gas Strategy is indeed a first-tier policy priority. Yet Russia is set to 
over–proportionally focus on China, making its Asia pivot lopsidedly dependent on the 
Middle Kingdom’s market. Such a pivot will happen on China’s terms—neither as quick 
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nor as lucrative as the Russians have hoped for—with Europe remaining a painfully essen-
tial market for Russian gas.  

What are the prospects of Moscow’s efforts 
to replace Ukraine as a transit route? 

Evidence confirms Russia’s growing determination to circumvent Ukraine. However, it 
provides a nuanced picture of a “hybrid model,” rather than transformation, of Gazprom’s 
business model in Europe. The company may focus on delivering gas to EU borders 
instead of engaging in downstream activities. That said, the obvious exception to the rule 
is South-Eastern Europe, a region that is strategically important for Gazprom. Russia’s 
engagement in the energy affairs of this region demonstrates that Gazprom has neither 
fully embraced the EU’s market regime, nor is it playing by international rules of good 
governance in gas. 

To what extent will Gazprom’s strategy be influenced 
by mounting domestic market pressure? 

Findings suggest that domestic market pressure may not trigger fundamental change. 
The main stakeholder of the Russian gas market is the state, which sets Gazprom’s price 
through the so-called netback principle. The incentive for the state to enact radical change 
is weak for several reasons. The competitiveness of Russian gas in export markets is best 
maintained if Gazprom maintains its export monopoly, with a strategy of maximizing 
prices and limiting volumes of piped gas in the EU market. By exerting price controls, 
Gazprom keeps control over the regions, provides security of supply to socially sensitive 
groups and potentially explosive areas (such as Chechnya and Dagestan) and also provides 
protection to domestic industries. In sum, due to foreign policy imperatives, historical leg-
acies, social policy agendas, and adverse market incentives, there is little reason to expect 
radical change in how the company operates domestically.

How does EU regulation impact Gazprom? 

The EU’s member states have slowly downgraded both the idea to create a single European 
buyer for Russian gas and the plan for a stronger EU gas regulator. Yet the Commission 
has resumed a more muscular role in external energy affairs.  It is determined to use reg-
ulatory tools to hedge against the negative consequences of Russian dominance in the 
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EU’s gas import portfolio. In fact, Gazprom’s behavior demonstrates that its changing 
business model is due to biting EU regulation and the need to retain a dominant share 
in the EU’s lucrative gas market. The EU Commission, the bloc’s competition watchdog, 
has proven its key role in antitrust enforcement. This has made Gazprom—and by proxy 
Moscow—change course. If Gazprom is a geopolitical tool, then EU regulation has made 
it a significantly less effective one than it was a decade ago.

Do Western sanctions push Russia East? 

For Russia, the Ukraine crisis presented an opportunity to foster market diversification 
toward Asia. Even before the Ukraine crisis, Russian officials had brought forward the idea 
of a necessary reorientation to the dynamic Asian0Pacific region. For Europe, the standoff 
over Ukraine offered a window of opportunity to foster a securitization agenda that was 
already in the making (culminating in Tusk’s proposal for an Energy Union), and to craft 
more coherent policies despite resistance in some EU member states. In short, the Ukraine 
crisis has not made Russia or the EU fundamentally change course. Rather, the Ukraine 
crisis and the ensuing sanctions over Russian (energy) companies added oil to the fire. 
Whereas economically, the Ukraine crisis has merely accentuated an already existing 
trend (Gazprom’s diversification away from Europe), politically it marked Russia’s gradual 
reorientation and ideational estrangement from Europe. 

Final Thoughts 

The relationship between Russia and the EU has profoundly changed. Subsequent to the 
Ukraine crisis, the EU has stepped up engagement to support Russia-free gas pipelines (i.e. 
TANAP and TAP) from the Caspian region. Despite a drastic deterioration in bilateral rela-
tions, we expect Russia to remain Europe’s most significant gas supplier. There are simply no 
viable substantive alternatives capable of replacing the EU’s sizable gas imports from Russia 
and matching its prices. Additionally, we find that the much-vaunted Asian pivot looks more 
like a turn specifically to China, and a slow one at that (In 2014, more than 70% of Russia’s 
crude exports and almost 90% of Russia’s natural gas exports went to Europe). While Russia’s 
growing assertiveness and political and ideational estrangement from Europe is worrisome, 
it is worth remembering that the EU-Russia gas relationship has encountered crises in the 
past and has found ways to persist and evolve. We believe it will again.
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