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EU-Russia Summit: another charade ς or time 
for real business? 
 

This time different? 
 
This week (May 21-22) Russia and the European Union will meet for another top summit to 
improve their souring relationship. Apart from overall discussions about the economic crisis, 
the two parties will make attempts to negotiate a new Partnership Agreement to replace the 
Partnership and Cooperation Agreement (PCA) that expired over a year ago. Neither Europe 
nor Russia, however, believes it is possible to finalise an agreement soon. The differences 
between the two have just been too big to allow swift negotiations. The PartnershipΩǎ focus 
is commercial policy ς the nuts and bolts of its trade and investment relationship. But 
wǳǎǎƛŀΩǎ ƛƴǾŀǎƛƻƴ ƻŦ DŜƻǊƎƛŀ ƭŀǎǘ ǎǳƳƳŜǊ ŀŘŘŜŘ ƻǘƘŜǊ ǊŜŀǎƻƴǎ ǘƻ ƘŀǾŜ second thoughts 
about pressing ahead with deeper relations with Russia; 9ǳǊƻǇŜΩǎ ŦŜŜōƭŜ ǊŜǎǇƻƴǎŜ ǘƻ wǳǎǎƛŀΩǎ 
invasion was to temporarily Ŏŀƭƭ ƻŦŦ ǘƘŜ t/! ƴŜƎƻǘƛŀǘƛƻƴǎΦ DŀȊǇǊƻƳΩǎ ƳƻǾŜ ƛƴ Wŀƴǳŀry to cut 
gas supplies transiting through the Ukrainian corridor (a move clearly engineered by the 
Kremlin) made even the staunchest defenders of Russian policy in Europe have doubts about 
deepening relations with the country. Against such a backdrop, one cannot expect any real 
business at the summit. 
 
Has the economic crisis induced ŀ ǎƘƛŦǘ ƛƴ wǳǎǎƛŀΩǎ ǇƻƭƛǘƛŎǎ ǘƘŀǘ could ŜŀǎŜ 9ǳǊƻǇŜΩǎ ōŀǘǘŜǊŜŘ 
relationship to its Eastern neighbor?  Optimists argue that the crisis has provided Russia with 
new incentives to engage constructively with Europe. It is true that the Russian government 
has showed signs of awareness about ǘƘŜ ƴŜŜŘ ǘƻ ƳƻǾŜ ǘƻ ŀ άƴŜǿέ ƳƻŘŜƭ ŦƻǊ ŜŎonomic 
growth. It took a while for the Kremlin to understand that the crisis was going to hit the 
Russian economy too. But once they did, some promising moves were taken by President 
Medvedev and the Russian finance ministry. But optimism is not widespread. And it can  
easily be challenged by a quick glance at the many anti-crisis measures that deliberately or 
not strengthen the KremlinΩs control over the economy, entrenches authoritarian-style 
economic management, and increases wǳǎǎƛŀΩǎ dependence on the hydrocarbons sector for 
its economic development.  
 

wǳǎǎƛŀ ŘŜŀŦ ǘƻ 9ǳǊƻǇŜΩǎ ƛƴǘŜƎǊŀǘƛƻƴ Ŏŀƭƭǎ 
 
Europe can help Russia integrate into the world economy and tie it to a democratic, market-
based world orderΦ .ǳǘ 9ǳǊƻǇŜΩǎ ǎǘǊŀǘŜƎƛŜǎ ƘŀǾŜ ƴƻǘ ōŜŜƴ ǎǳŎŎŜǎǎŦǳƭΦ .ƛƎ-ticket concerns 
remain unresolved. Russia is still outside the World Trade Organisation ς an accession 
Europe wanted to lead and which has formed the backbone of European commercial policies 



towards Russia. Yet the Kremlin is not likely to tread on the path of multilateral regulation of 
commerce anytime soon. Anti-crisis measures in Russia have involved raising tariffs and 
other trade barriers in a plethora of sectors; a new initiative on the cards in the Kremlin 
involves a new big leap in the direction of protectionism. Russian restrictions on foreign 
investment in roughly forty ǎŜŎǘƻǊǎ ŘǳōōŜŘ άstrategicέ will not only remain in place but are 
also likely to be strengthened. Georgia, which was invaded by Russia last summer, has veto 
power over wǳǎǎƛŀΩǎ ²¢h ŀŎŎŜǎǎƛƻƴΦ ¦ƪǊŀƛƴŜΩǎ accession to the WTO last year might be 
ŀƴƻǘƘŜǊ ŎƻƳǇƭƛŎŀǘƛƻƴ ŦƻǊ wǳǎǎƛŀΩǎ ŀŎŎŜǎǎƛƻƴΦ ¢Ƙƛǎ ƛǎ ŀ ƎƻƻŘ ŜȄŎǳǎŜ ŦƻǊ wǳǎǎƛŀ ǘƻ ŎƻƴǘƛƴǳŜ 
delaying the substantive regulatory reforms required by any acceding country in order to be 
eligible for membership.  
 
As an alternative to WTO membership, Europe has dangled in front of Russia the lure of a 
Common Economic Space. But Russia does not believe it has so much to win from deepened 
regional non-commodity commercial integration with Europe: it rather fears competition to 
its inefficient industries and services sector. The EU has, rightly, taken initiatives to negotiate 
a reduction of border-barriers, but in most cases Russia has not responded. Overall, the main 
route for Europe to integrate Russia into the world economy ς negotiating bilateral trade 
deals ς has been closed. Russia is not likely to accept, beyond rhetoric, such invitations now. 
If anything, the economic crisis has pushed Russia even further towards protectionism in 
non-commodity sectors.  
 

Europe and its energy dependence 
 
Another reason why Russia has safely ignored 9ǳǊƻǇŜΩǎ ƛƴǾƛǘŀǘƛƻƴǎ ǘƻ ŘŜŜǇen bilateral 
integration is because it believes Europe has no other alternative than to keep increasing its 
ŘŜǇŜƴŘŜƴŎŜ ƻƴ wǳǎǎƛŀƴ ŜƴŜǊƎȅΣ Ǝŀǎ ƛƴ ǇŀǊǘƛŎǳƭŀǊΦ wǳǎǎƛŀΩǎ ƴƻƴ-commodity/mineral exports 
to Europe remain small and clustered in areas where few barriers remain. Furthermore, with 
oil prices above 60-70 US dollar per barrel there is little chance Russia can increase its 
exports of industrial goods and manufactures to Europe: Russia is trapped in the resource 
dependence called ΨDutch diseaseΩ. A commodity boom increases the (effective) exchange 
rates and makes exports in other sectors too expensive to be competitive on world markets. 
 
With its current foreign economic policy, Europe will not be able to ŎƘŀƴƎŜ wǳǎǎƛŀΩǎ ŎŀƭŎǳƭǳǎΦ 
9ǳǊƻǇŜ ǿŀƴǘǎ ƎǊŜŀǘŜǊ ŀŎŎŜǎǎ ǘƻ wǳǎǎƛŀΩǎ ƳŀǊƪŜt, but Russia is largely content with the status 
ǉǳƻΦ 9ǳǊƻǇŜΩǎ ŘŜǇŜƴŘŜƴŎŜ ƻƴ wǳǎǎƛŀƴ Ǝŀǎ ǿƛƭƭ ƎǊƻǿ ƛƴ ǘƘŜ ƴŜȄǘ ŘŜŎŀŘŜ. The EU Commission 
estimates 60 percent of its total imports of gas in 2030 will come from Russia. Russia feels 
therefore even less inclined to negotiate trade deals. The EU cannot bluff away this growing 
dependence with Russia during negotiations. Even less so as it invests insufficiently in import 
diversification and in other energy sources. Furthermore, if nothing changes, Russia can also 
continue to rely on the fact that its friends among the EU membership such as Germany, 
Italy, France, Spain, and others, ǿƛƭƭ ŜƴǎǳǊŜ ǘƘŀǘ 9ǳǊƻǇŜ ƛǎ ƴƻǘ ƎƻƛƴƎ ǘƻ ōƭƻŎƪ DŀȊǇǊƻƳΩǎ 
ambitions to make ǎǘǊƻƴƎŜǊ ƛƴǊƻŀŘǎ ƛƴǘƻ 9ǳǊƻǇŜΩǎ ŜƴŜǊƎȅ ƳŀǊƪŜt. 
 
There are no diplƻƳŀǘƛŎ ǎƻƭǳǘƛƻƴǎ ǘƻ ǘƘƛǎ ŘƛƭŜƳƳŀΦ 9ǳǊƻǇŜΩǎ power to persuade Russia to 
agree on satisfactory terms for deepened bilateral integration is clearly limited. It should 
have been obvious by now that Russia is not open to diplomatic bargaining on matters of 
energy supply and energy security. In fact, Russia has taken many initiatives to prevent 



Europe from importing gas and oil directly from Eurasian countries. When the European 
Union, as at the Eastern Partnership summit in Prague, writes long and woolly communiqués 
with sundry references to long-term ambitions (read: Nabucco), Russia manages to get 
ǎƛƎƴŀǘǳǊŜǎ ƻƴ ŀƎǊŜŜƳŜƴǘǎ όǊŜŀŘΥ {ƻǳǘƘ {ǘǊŜŀƳύ ǘƘŀǘ ǎǘǊŜƴƎǘƘŜƴ wǳǎǎƛŀΩǎ ŎƻƴǘǊƻƭ ƻǾŜǊ 
Eurasian exports to Europe.  
 

Dealing with energy dependency 
 
Europe will not be in a position to kick the habit of Russian energy dependence in the next 
decade or so. What it should do, however, is to fundamentally change its way of dealing with 
it. The most important step now is to devise a commercial policy that subjects its energy 
imports to the same rules that apply for any other imported good. 
 
The first step is to uphold the integrity and sanctity of the Energy Charter Treaty (ECT) ς
ŘǳōōŜŘ άǘƘŜ ²¢h ƻŦ ŜƴŜǊƎȅ ǘǊŀŘŜέ όŜnergy is not covered by WTO agreements). The ECT has 
strong rules on investment and transit of energy. Russia is a signatory to the ECT, but it 
claims it is not bound by it because it never ratified it. wǳǎǎƛŀΩǎ ŎƭŀƛƳ ƛǎ ƘƛƎƘƭȅ ŘǳōƛƻǳǎΦ Russia 
is in fact a very active member in the ECT. The agreement contains an opt-out clause that 
Russia decidedly has not made use of. An arbitration tribunal is soon likely to issue a ruling 
to this end. Foreign shareholders of the nationalized oil company Yukos launched a case in 
ǘƘŜ 9/¢ ǘƘŀǘ ǿƛƭƭ ƘŜƭǇ ŎƭŀǊƛŦȅ wǳǎǎƛŀΩǎ ƭŜƎŀƭ ǎƛǘǳŀǘƛƻƴ ƛƴ ǘƘŜ ǘǊŜŀǘȅΦ  
 
Russia has stepped up efforts to find other ways of dealing with energy trade. President 
Medvedev recently proposed a new global energy treaty which would cover all forms of 
energy and be, in his own words, Ψtruly multilateralΩ. It would involve all importing and 
exporting countries. This proposal, however, should not be seen as anything else than an 
expedient distraction by Russia to take the eyes off the ECT. The proposal is entirely 
unrealistic ς just imagine negotiations on nuclear power involving Iran or negotiating 
investment protection in the energy sector with Hugo Chavez. What is more, energy trade 
tends to be highly regional in nature. Consequently, countries are more inclined to find 
regional solutions to their own problems.  Russia has also recently pressed ahead with the 
ambitions to create ŀ άDŀǎ hǇŜŎέ ς ƘŀǊŘƭȅ ŀƴ ƛƴƛǘƛŀǘƛǾŜ ǘƘŀǘ ōƻƭǎǘŜǊǎ wǳǎǎƛŀΩǎ ƳǳƭǘƛƭŀǘŜǊŀƭ 
credentials. 
 
Europe, however, has remained cold towards the ECT. Apart from striking ignorance about 
the ECT on the part of many political leaders and officials responsible for energy and energy 
security, many countries have been keen to dilute the value of the ECT in the hope of cutting 
sweet energy deals with Russia. It should come as no surprise that the countries most keen 
ǘƻ ƎŜǘ ŀ ōƛƎƎŜǊ ǎƘŀǊŜ ƻŦ wǳǎǎƛŀΩǎ ŜƴŜǊƎȅ ŜȄǇƻǊǘs are also the same countries that generally 
tend to make sweeping critical remarks about the Energy Charter Treaty. Furthermore, they 
also tend to be the countries that are most reluctant to support efforts and plans, such as 
the Nabucco pipeline and other non-Russian initiatives in the Caspian region, that go against 
wǳǎǎƛŀΩǎ ƻǿƴ Ǉƭŀƴǎ ŦƻǊ ƛƴŎǊŜŀǎƛƴƎ Ǝŀǎ ŜȄǇƻǊǘ ǘƻ 9ǳǊƻǇŜ ǳƴŘŜǊ ƛǘǎ ŎƻƴǘǊƻƭΦ  
 
9ǳǊƻǇŜ Ƙŀǎ ŜǾŜǊȅǘƘƛƴƎ ǘƻ ǿƛƴ ŦǊƻƳ ǘƘŜ 9/¢ ōŜƛƴƎ ŀǇǇƭƛŜŘ ǘƻ wǳǎǎƛŀΩǎ ŜƴŜǊƎȅ ǇƻƭƛŎȅΦ Lǘ ǿƛƭƭ 
offer real investment protection for European investors engaged in Russia. It will motivate 
other countries, e.g. Ukraine, to honour their ECT commitments on transit. Consequently, a 



key priority for Europe should be to uphold the sanctity and integrity of the ECT and 
encourage it being applied to disputes involving Russia. 
 
The second step is to create a single market for energy in Europe. A single-market approach 
is necessary to get more investments in cross-border grids and to reassure investors that 
energy markets will not be fiddled with by governments. Furthermore, single-market 
disciplines on state aid will also make the energy market in Europe more open to 
competition. Greater competition will be helpful in improving energy relations towards 
Russia. If standard tools of EU competition policy were applied to energy ς which they are 
not today ς there would be greater transparency of energy commerce and more scrutiny of 
abuse of market dominance. This would offer protection against uncompetitive behavior 
from companies like Gazprom, which is active on several European markets and are making 
inroads into the energy retail sector in Europe. 
 

After the summit 
 
Only in the long run, and only at a great cost, can Europe diversify away from Russia. Today, 
ambitions in that direction are entirely unrealistic. But Europe needs to fundamentally 
change its approach in dealing with energy dependence on Russia. The solutions are not to 
be found in constant diplomatic initiatives and negotiations. In the short-to-medium term 
the only viable options of normalizing its import relationship to Russia is to subject this trade 
to the sort of legal disciplines for trade, investment and commerce that exist for all other 
trade. 
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