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Introduction

In our-days there’s a strong economic block formed under a name of “The BRIC”.  The BRIC is the acronym with a meaning of: Brazil, Russia, India and China. These four countries are growing extraordinary fast in 2009, what may cause them in not far future to become the leading countries in the world. My main task is to speak about Russia’s rising political and economical power which spreads politically correct and incorrect influence to European countries. 
Russia has really good geographical and political place in the world, because it is the largest country in the world, full of natural resources, which is main weapon in the Political and economical areas. 
Since the collapse of the Soviet Union, Russia has not much changed. The government is still trying to hold media in their hands and control it. What is more, the government model has changed just only theoretically, although we all know the “public secret”, which is that they will always have one leader in the country, like in the old times. And what we can see, the pattern in the elections, when the ex President B. Yeltsin suggested the V. Putin as a new president it that time elections, he was elected and after his cadence, when he could not be reelected he decided to promote current President – Dmitry Medvedev. 
What is more, Russia is full of monopolies: gas, oil, wood, which are owned/ partly owned by the government or at least the government has a big influence on it. Unfortunately it is the cheapest and the closest source of resources for number of central, western and eastern Europe countries, that means that we are depended on in, and the worst thing is that in future, Europe will depend on Russia more and more. For example the Nord-stream project.
Nord-Stream project is going to be a really good boost for Russia’s economy, because it’s really good to have a rich business partner – Germany.











CHAPTER ONE:

Basic Things We Should Know about Russia

Russia emerged from a decade of post-Soviet economic and political mess to assure itself as a world power. Income from vast natural resources, above all oil and gas, have helped Russia overcome the economic collapse of 1998. The state-run gas monopoly Gazprom is the world's largest producer and exporter, and supplies a growing share of Europe's needs. Economic strength has allowed Vladimir Putin to enhance state control over political institutions and the media, buoyed by extensive public support for his policies as prime minister, president and now prime minister again. 
Spanning 11 time zones, Russia is the largest country on earth in terms of surface area, although large tracts in the north and east are inhospitable and sparsely populated. This vast Eurasian land mass covers more than 17m sq km, with a climate ranging from the Arctic north to the generally temperate south.
	


In the period of rapid privatization in the early 1990s, the government of President Boris Yeltsin created a small but powerful group of magnates, often referred to as "oligarchs", who acquired vast interests in the energy and media sectors. President Yeltsin's successor, Vladimir Putin, moved to reduce the political influence of oligarchs soon after taking office, forcing some into exile and prosecuting others. Mikhail Khodorkovsky, the former head of the Yukos oil company and a supporter of the liberal opposition, is serving eight years in a Siberian penal colony on tax and fraud charges. Yukos assets were later acquired by the state oil giant Rosneft.

Reborn of Russia

During Mr. Putin's presidency Russia's booming economy and assertive foreign policy bolstered national pride. In particular, Russia promoted its perceived interests in former Soviet states more openly, even at the cost of antagonizing the West. 
	


The tensest moment came in August 2008, when a protracted row over two breakaway regions of Georgia escalated into a military conflict between Russia and Georgia. Russia sent troops into Georgia and declared that it was recognizing the independence of Abkhazia and South Ossetia, sparking angry reactions in the West and fears of a new Cold War.
At the same time, Moscow threatened to counter plans by the US Bush administration to develop an anti-missile system in Eastern Europe with its own missiles in Kaliningrad Region on Poland's borders. President Obama later withdrew the plan, in a move seen in Russian official circles as a vindication of the assertive foreign policy. Another source of irritation between Russia and the US is Moscow's role in Iran's nuclear energy programme. Russia agreed in 2005 to supply fuel for Iran's Bushehr nuclear reactor and has been reluctant to support the imposition of UN sanctions on Iran. Russia's economic power lies in its key natural resources - oil and gas. The energy giant Gazprom is controversially close to the Russian state and critics say it is little more than an economic and political tool of the Kremlin. At a time of increased concern over energy security, Moscow has more than once reminded the rest of the world of the power it wields as a major energy supplier. In 2006, it cut gas to Ukraine after a row between the countries, a move that also affected the supply of gas to Western Europe. 

Ethnic and religious divisions

[bookmark: facts]While Russians make up more than 80% of the population and Orthodox Christianity is the main religion, there are many other ethnic and religious groups. Muslims are concentrated among the Volga Tatars and the Bashkirs and in the North Caucasus. Separatists and latterly armed Islamists have made the Caucasus region of Chechnya a war zone for much of the post-Soviet era. Many thousands have died since Russian troops were first sent to put down a separatist rebellion in 1994. Moscow is convinced that any loosening of its grip on Chechnya would result in the whole of the North Caucasus falling to anarchy or Islamic militancy. Human rights groups at home and abroad have accused Russian forces in Chechnya of widespread abuses against the public. Since the 11 September attacks on the US Moscow has tried to present its campaign as part of the global war against terrorism. In a sign of growing confidence that peace is returning the Russian authorities called a formal end to the military operation against the rebels in 2009. Sporadic violence continues, however. 

Facts about the country:

· Full name: Russian Federation 
· Population: 140.9 million (UN, 2009) 
· Capital: Moscow 
· Area: 17 million sq km (6.6 million sq miles) 
· Major language: Russian 
· Major religions: Christianity, Islam 
· Life expectancy: 60 years (men), 73 years (women) (UN) 
· Monetary unit: 1 rubble = 100 kopecks 
· Main exports: Oil and oil products, natural gas, wood and wood products, metals, chemicals, weapons and military equipment 
· [bookmark: leaders]GNI per capita: US $9,620 (World Bank, 2008) 


Leaders

President: Dmitry Medvedev 

Dmitry Medvedev was sworn in as president in May 2008, taking office as Russia's third president since the collapse of the Soviet Union. 
	


The chosen successor of former president Vladimir Putin, Mr Medvedev won just over 70% of the vote in presidential elections held in March. He conducted a fairly low-key campaign, but received generous media coverage and was always the clear favourite to win. As his victory became clear he said that he hoped to work with Mr. Putin as his prime minister to improve the quality of life for Russians. He also said there would be little change in Russia's foreign policy. In August 2008, he showed that he was determined to maintain the assertive stance set by his mentor when, in the wake of the conflict between Russia and Georgia, he declared that Russia did not want a new Cold War but was not afraid of one either 
However, a more liberal side has also been evident. In April 2009, he said in an interview with one of the last media outlets critical of the Kremlin, the Novaya Gazeta daily, that democracy should not be compromised for the sake of prosperity. Dmitriy Medvedev was born in 1965 and has been associated with Vladimir Putin since the early 1990s when they were both involved in politics in St Petersburg. Mr Medvedev is a lawyer by training and managed Mr Putin's presidential election campaign in 2000. He subsequently worked as chairman of Gazprom and as first deputy prime minister in charge of social programmes. 

Prime Minister: Vladimir Putin 

[bookmark: media]Former president Vladimir Putin was confirmed as prime minister on 8 May 2008, one day after his protege Dmitry Medvedev was sworn in as president. Mr Putin's unprecedented move from the Kremlin to the premiership completed a carefully staged transition which will ensure he remains at the heart of power. As prime minister, he has promised to curb inflation, cut taxes and boost social spending. Mr Medvedev has said his political mentor will play a "key role" in shaping the country's development over the next decade. Mr Putin was barred by the constitution from running for a third presidential term in the elections of March 2008. He was elected to a second term by a landslide in March 2004 with around 70% of the vote. His nearest rival, the Communist candidate, mustered 14%. Vladimir Putin, who was born in St Petersburg in 1952, started his career in the KGB. From 1990 he worked in the St Petersburg administration before moving to Moscow in 1996. By August 1999 he was prime minister. He was named acting president by his predecessor, Boris Yeltsin, who introduced him as the man who could "unite around himself those who will revive Great Russia". He went on to win presidential elections in May 2000, having gained widespread popularity for his pledge to take a tough line against Chechen rebels.
Media

Russian TV broadcasting is dominated by channels that are either run directly by the state or owned by companies with close links to the Kremlin. The government controls Channel One and Russia TV - two of the three main federal channels - while state-controlled energy giant Gazprom owns NTV. Critics say independent reporting has suffered as a result. For most Russians, television, especially via the national networks, is the main source of domestic and international news. The broadcasting market is very competitive; state-owned or influenced TV networks attract the biggest audiences. Hundreds of radio stations crowd the dial; state-run networks compete with music-based commercial FM stations. An English-language satellite channel, Russia Today, was launched in late 2005. The news-based station is funded by the Kremlin and aims to present "global news from a Russian perspective". There are more than 400 daily newspapers, catering for every taste and persuasion. The major nationals are based in Moscow, but many readers in the regions prefer to take local papers. Several influential dailies have been bought by companies with close links to the Kremlin. The conflict in Chechnya has been blamed for government attacks on press freedom. Journalists have been killed in Chechnya while others have disappeared or have been abducted. In Moscow and elsewhere journalists have been harassed or physically abused. Reporters investigating the affairs of the political and corporate elite are said to be particularly at risk. 

















Chapter Two:

European dependence on Russian energy

Major gas recipients

Major recipients of Russian natural gas in 2005 (percentage of total domestic consumption):
1.  Slovakia 108%
2.  Finland 105%
3.  Greece 96%
4.  Bulgaria 89%
5.  Czech Republic 84%
6.  Austria 70%
7.  Turkey 65%
8.  Hungary 62%
9. Former Yugoslavia 57%
10.  Poland 47%
11.  Germany 43%
12.  Italy 30%
13.  France 26%
14.  Romania 23%
15.  Switzerland 12%

The volumes of natural gas transmitted to Europe and Moldova through Ukrainian territory from January to October 2009 was 24.8% down compared to the same period in 2008. In 2008 the gas transit through Ukraine to Europe was 4.3% up compared to the year before.







Main Russian companies

Gazprom is the Russian state-owned energy company that exports natural gas to Europe. It also controls a large number of subsidiaries, including key infrastructure assets. Transneft, a Russian state-owned business responsible for the national oil pipelines, is another important Russian company supplying energy to Europe.
Gazprom has been criticized for lack of transparency in its structure. According to the risk analysis firm AZEast Group partner Roman Kupchinsky's testimony given to the U.S. Senate Foreign Relations Committee, "Gazprom, with the silent support of the Kremlin has set up 50 or so middlemen companies, silently linked to Gazprom and scattered throughout Europe - such as the Centrex group of companies and the Gazprom Germania network - which do not add any value to the price of Russian gas being sold on European markets; yet they earn enormous sums of money which appears to simply vanish through shell companies in Cyprus and in Lichtenstein." A paper by Keith C. Smith noted that Russian firms have demanded foreign joint venture partners to agree to funnel profits through offshore accounts and well-known havens for "confidential funds" or to intermediary firms that bring no added value to the venture. Money laundering is used in "backdoor financing" for companies that want to conceal their Russian links and for key individuals in the West who hide the origin of their "consulting fees".

Russian strategy and tactics

According to Ariel Cohen's paper "Europe's Strategic Dependence on Russian Energy" (2007) Russia is consolidating its grip on oil and gas in Europe utilizing the following strategies and tactics:
· Locking in Demand - Moscow is attempting to use long-term contracts with European countries to lock in demand. By dealing separately with countries rather than as a group, Moscow can discriminate countries on prices.
· Locking in Supply - Moscow attempts to consolidate its control of strategic energy infrastructure throughout Europe and Eurasia, including supply, sale, and distribution of natural gas as well as pipelines, refineries, electric grids, and ports.
· Derailing Competition - For example, Moscow has pushed South Stream which competes against the EU's Nabucco pipeline as well as the proposed extension of the EU-backed South Caucasus Pipeline.
· External Consolidation - Moscow is consolidating control of supply outside Russia, particularly by signing long-term exploration and supply agreements with Turkmenistan, Uzbekistan, and Kazakhstan.
· Internal Consolidation - Moscow is consolidating Russia's oil and gas sector in the hands of state-controlled entities. Major international entities are pushed out of Russia.
· A Gas OPEC - Russia is "stealthily and steadily" developing a "gas OPEC" cartel to control the output and price of gas. The cartel would include major producers, including Argentina, Bolivia, Venezuela, Iran, and Qatar.
Moscow signed the Energy Charter Treaty in 1997, but it has refused to implement it. According to Keith C. Smith's Russia and European Energy Security - Divide and Dominate (2008), the Kremlin has systematically created or cultivated "friendly" interest groups in both Central and Western Europe. These groups "benefit financially from their formal and informal ties to Russian state energy companies". He asserts that:
There is serious political risk to Europe from its growing dependency on Russian energy resources. However, the greater danger is that this dependency is making a significant portion of Europe’s political and economic elite reliant on nontransparent financial payments that erode national sovereignty and distort national decision-making.
In Germany, members of the SDP have ties with Kremlin and Gazprom, including posts at company boards or party donations. For instance, Gerhard Schröder signed Germany into an agreement to build the Nord Stream pipeline and after losing elections Schröder received a post at Nord Stream AG. Former Foreign Minister Frank-Walter Steinmeier has been similar to Schröder.
In addition, Germany's policies have been accused of undermining human rights in Russia. Oleg Orlov, head of the Memorial human rights group in Russia, says that Schröder's and Steinmeier's policies on Russia have been "extremely bad for civil society, democracy and the country as a whole". An article published by the Financial Times Deutschland stated: 
If the new Ostpolitik becomes a reality, the world may begin to view Russia’s human rights violations as Germany’s human rights violations. Every time a political party is outlawed, Germany’s signature will be on the paper; every time an opponent of the state is imprisoned without fair trial, Germany’s hand will be on the key; and every time an outspoken journalist is savagely murdered, there will be blood on Germany’s hands. Is drawing these connections the only way to awaken the ethics among the blindly pro-Russian Social Democrats?
In Poland, Russian agent Vladimir Alganov was recorded discussing bribery of Polish officials in Vienna. Marek Dochnal was caught bribing officials on behalf of a Russian client. 
In early 2009 the Swedish prosecutor's office began to investigate a bribery case where a person had received a $574,000 donation from the Nord Stream project of Gazprom.  Swedish TV 4 also revealed that Gazprom's subsidiary Nord Stream AG has hired several former Swedish officials. In Finland, Paavo Lipponen first backed Gazprom's pipeline plans as Prime Minister and was then was hired by the consortium. 
In Italy, parliamentary investigations alleged that Prime Minister Silvio Berlusconi's friend was a major beneficiary in a Eni-Gazprom deal which involved Central Energy Italian Gas Holding.[16]
In Serbia in October 2008, signing of the an annual protocol to the Russia-Serbian gas agreement was criticized as non-transparent. The critics alleged that YugoRosGaz, a joint subsidiary of Gazprom and Yugoslav government is redundant and introduced in the supply scheme under pressure from Gazprom . 
GPlus Europe is one of the PR agencies used by Gazprom.  GPlus specializes in recruiting former EU officials and eminent journalists.  Hill and Knowlton, another PR company used by Moscow, has given Members of European Parliament private jets flights to Siberia. 

Russian foreign policy

Swedish defense Research Agency's Robert L. Larsson's 110-page study Nord Stream, Sweden and Baltic Sea Security (2007) counted over 55 incidents (cut-offs, explicit threats, coercive price policy and certain take-overs) since 1991, most with "both political and economic underpinnings".
Robert L. Larsson's 362-page study Russia’s Energy Policy: Security Dimensions and Russia’s Reliability as an Energy Supplier (2006) concluded: 
From Europe’s perspective, Russia is moving in the wrong direction. Russia has largely ignored criticism, and has been unwilling to change its behavior. Dependence on Russian energy would not be a problem if Russia played by the same rules as other energy players or European states. In conclusion, the core problem is the combination of Russia’s perception, intentions, capabilities and track record along with lack of real stability, a high degree of unpredictability and a development away from democracy, rule of law and market norms.
Also, Moscow aims to convert East Europe’s overwhelming dependence on Russian energy supplies and economic investments into long-term, constant, and predictable intergovernmental influence. Close connections between the Kremlin and the largest Russian companies, whether through executive appointments, through the promotions of overseas operations, or through financial, legal, and police instruments, demonstrate that foreign policy is closely coordinated. Russian enterprises have been encouraged to gain political influence through involvement with officials, parties, and media outlets in targeted East European states.







Proposed countermeasures

Several authors have recommended legal action. Antitrust and anticompetitive behavior by European and foreign companies doing business inside the European Union is prohibited by Article 82 of the Treaty Establishing the European Community. Neither Transneft or Gazprom has yet faced anti-trust charges. 
Keith C. Smith recommends that both Article 82 and the Energy Charter Treaty are used to prosecute Gazprom. In addition, "Western firms should petition the European Union, DG COMP, and national governments to enforce vigorously existing antitrust and competition policies". The European Union has previously prosecuted Microsoft. Keith C. Smith states that the price tag of Microsoft's behavior is a just small fraction of "the cost paid by Germans, Czechs, Hungarians, Italians, Greeks, and Austrians for Russian oil and gas as a direct result of the state-dictated export monopolies of Transneft and Gazprom".
Marvin Baker Schaffer has suggested that the European Union could prosecute Gazprom and Eni under Article 82. 
A panel in a seminar organized by Chatham House and Transparency International said that "These anti-trust and anti-competition practices are a clear violation of Article 82 of the EC Treaty and of Article 45 of the Energy Charter Treaty" and asked "How many Western leaders can really negotiate well with the seasoned KGB-ers who make energy policy?" 
Claude Mandil, the former head of the International Energy Agency, has said that "We need more energy efficiency, more liquefied natural gas, more renewable energy, more nuclear energy".
Keith C. Smith proposed that the Union demands the right to immediately investigate the causes of disruptions of Russian or non-Russian oil or gas to any EU member state. When disruptions appear designed to pressure a member state, the European Union should apply economic sanctions on the assets in Europe of Transneft and/or Gazprom. Both companies should be forbidden to buy assets in EU member states until the companies become more transparent in their accounting and operating practices. 
Keith C. Smith recommends that if EU investors in Russia can not own more than 25 percent of Russian enterprises, then Russian enterprises should not be able to own more than 25% of European energy facilities and energy marketing companies. 
Many authors have called for common European foreign policy on energy.
The European Union has made proposals to diversify energy supply. One of them is the Nabucco pipeline.

Russia in non-energy sectors

Russian companies have taken over a number of companies in Germany, including Wadan Yards, and Infineon-Qimonda semiconductor producers, and nuclear energy and gas related companies. Many of the Russian companies involved in these deals are Kremlin-controlled or close to Kremlin. There have been allegations that the takeovers may have been political favors. Furthermore, they might part of an existing long-term strategy of linking the German economy to Russia. 

Nord-stream

Nord Stream is a planned natural gas offshore pipeline from Vyborg in Russia to Greifswald in Germany by the company Nord Stream AG. The project, which is promoted by Russia and Germany, is seen as controversial for environmental, political and national security concerns in several countries such as Sweden, as well as Poland and the Baltic states, which favour overland alternatives. The plan for the offshore pipeline is to build two parallel legs each with capacity of 27.5 billion cubic meters (bcm; km³) per year. The diameter of the pipe will be 1,220 millimetres (48 in) and the working pressure 220 bars (22 MPa). We will get deeper about this project in Political and Economical aspects. 

Political Aspect
European dependence on Russian energy is already heavy and the pipeline expands dependence. Opponents have seen the pipeline as a move by Russia to bypass traditional transit countries (currently Ukraine, Slovakia, Czech Republic, Belarus and Poland). Some transit countries are concerned that a long-term plan of the Kremlin is to attempt to exert political influence on them by threatening their gas supply without affecting supplies to Western Europe. The fears are strengthened by the fact that Russia has refused to ratify the Energy Charter Treaty. Critics of Nord Stream say that Europe could become dangerously dependent on Russian natural gas, particularly since Russia could face problems meeting a surge in domestic as well as foreign demand. Following several cuts to supplies to Ukraine, and further on to Europe on 1 January 2006 and 1 January 2009, as well as foreign policy towards Eastern Europe, it has been noted that the distribution of gas can be used as a political tool from the Russian state through Gazprom, which it owns.  In April 2006 Radosław Sikorski, then Poland's defence minister, currently the foreign minister, compared the project to the infamous 1939 Nazi-Soviet Molotov–Ribbentrop Pact. 
The Russian response has been that the pipeline will increase Europe's energy security, and that the criticism is caused by bitterness about the loss of significant transit revenues, as well as the loss of political influence that stems from the transit countries' ability to hold Russian gas supplies to Western Europe hostage to their local political agendas. It would reduce Russia's dependence on the transit countries as for the first time it would link Russia directly to Western Europe. According to Gazprom, the direct connection to Germany would decrease risks in the gas transit zones, including the political risk of cutting off Russian gas exports to Western Europe. 
Swedish Defence Research Agency's Robert L. Larsson's 110-page study Nord Stream, Sweden and Baltic Sea Security (2007) counted over 55 incidents (cut-offs, explicit threats, coercive price policy and certain take-overs) since 1991, most with "both political and economic underpinnings".

Economical Aspect
Russian and German officials claim that the new pipeline would eventually lead to economic savings, despite the high investment cost. Two reasons given were the elimination of transit fees (as transit countries would be bypassed), and that an offshore pipeline has a higher operating pressure which leads to lower operating costs (by eliminating the necessity for expensive midway compressor stations. Observers speak of one billion dollars annually which would be lost by transit countries but saved by countries connected to the pipeline.Some have queried whether any savings will be gained, as the maintenance costs of a submarine pipeline are significantly higher than for an overland route. In 1998, former Gazprom chairman Rem Vyakhirev claimed that the project was economically unfeasible. This estimation may not be valid anymore as the price of natural gas and construction costs have changed since then.Russian Prime Minister Vladimir Putin has stated that Europe must decide whether it needs this pipeline or not. If not, Russia will build LNG plants instead of the pipeline, which according to Mr Putin will be more expensive for European countries.






















Conclusion

All in all, we can not know or guess what is going to happen in the future. But what we all know is that there is no other alternative of buying resources from other supplier cheaper, than from Russia. The good example of Russia’s game which Russia play with the countries on which it has big influence, the example of Ukraine. The latest was in 2008/2009 when Russia decided to lower the quantity of natural gas exported, luckily everything went in right way, but what I want to say, that if we will become a really depended on Russia, it will start use the influence for their own purposes.  
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