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Russia has been exporting gas to Western Europe for four decades.  In Soviet times, the Russians shipped their gas to the borders of Western Europe and sold it there to European intermediaries.  They did not seek to distribute or market it in Europe themselves.  By the end of the 1980s, the Soviets had established a high standard of reliability and had developed solid relations of trust with their European partners.


The fall of the Soviet Union abruptly presented the Russian gas industry with both a challenge and an opportunity.  The challenge was the rise of the new non-Russian republics of the Former Soviet Union.  Ukraine, through which nearly all of Russian gas passed on its way to Europe, was suddenly an independent state.  The Russian gas industry faced, for the first time, the urgent challenge of developing a strategy for managing cross-border transit.

But the fall of the Iron Curtain also created a new opportunity—to move down the value chain and take positions in the transportation and distribution of gas in Western Europe, both directly and through European partners.  This has enabled Gazprom to capture an increased share of the total value of its gas exports, while creating valuable long-term strategic partnerships in Europe.  In the latest phase, these partnerships have evolved into an integral part of Gazprom’s strategy for export transit diversification, as well as upstream investment in Russia itself.

This paper:

· Analyzes the evolution of the Russian strategy for managing transit risk through diversification of transit routes

· Discusses the latest stage in the development of the Russian transit strategy—the South Stream pipeline project

· Explores the role of Turkey in the Russian export and transit strategy, in the broader context of Russian-Turkish gas relations

