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Procedures of European Central Bank to Face Crisis
""A Comparative Study between the 2008 Recession and
Corona Crisis"'

Abstract

The global economy has been hit by two major economic crises over the past two
decades: the global financial crisis (2007-2009) and the Corona pandemic crisis (2020-
present (. These events presented fundamental challenges for central banks as they tried
to pursue effective monetary policies, which would guide their economies on the path
to recovery. Unconventional monetary policies have been adopted in both crises, such
as quantitative easing, emergency lending programs at very low interest rates, more
nationally focused stimulus policies, and governments have shifted from liberal to
interventionist policies.

The global financial crisis and its expansionist monetary policies have led to the
emergence of a sovereign debt crisis in the fragile Eurozone countries. Despite
differences in the fundamental nature of these crises, the response of central bank
monetary policies during the Corona crisis was largely based on its actions a decade
ago during the global financial crisis, but the speed and size of these policies during the
Corona crisis were greater, during the Corona crisis, central banks also carried out non-
monetary policy measures, providing direct assistance to small businesses and
consumers, which did not happen during the global financial crisis .

So, the adoption of the same stimulus policies in the two crises has revived the
economy and prevented an economic disaster, but its long-term implications could lead
to a new financial crisis in poor Southern European countries similar to the sovereign
debt crisis, especially since the contraction in these countries was even more severe
during the Corona crisis.

Keywords: The global financial crisis- Corona pandemic- European Central Bank.
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International relations in accordance with the provisions of
international law in light of the outbreak of the Covid-19
pandemic (2019-2020)

Summary

International laws and charters stipulate those states, in their international relations
with members of the international community, must abide by international legal
principles based on cooperation, solidarity and good-neighborliness, and refrain from
any action that might provoke international tension and cause a state of estrangement
within the international system. Accordingly, this research deals with the analysis of
international legal principles and rules on the basis of which international relations
are built, and their application to international behavior in light of the outbreak of the
Covid-19 pandemic during the years (2019-2020), which was characterized by
solidarity on the one hand, especially by some countries (Russia - China - European
Union countries) through its solidarity with many countries around the world, and
tension on the other hand, especially by the United States of America regarding
unilateral sanctions outside the international umbrella, as well as its withdrawal from
the World Health Organization in the meantime, in addition to European countries
regarding their dealings with Italy.

Keywords: International Actions - COVID- 19 Pandemic - Friendly Relations -
International Tension.
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Fifth Generation Technologies and their Impact on the
Chinese -American Strategic Competition

Abstract

This study seeks to highlight the significant changes that the US-China relations are
currently witnessing, and which in turn have contributed in further complicating the
intensity of the strategic competition between the two Countries. These changes are
mainly represented in the emergence of the technology of the fifth generation of
telecommunication networks (5G), which, considering its increasingly critical role in
achieving the element of power and superiority over the opposite party, each of the
mentioned States is attempting to monopolize. In such pursuit, China has adjusted its
strategic method in the field of cyber-space, and adapted a strategy that is based upon
military-civil fusion, which refers to employing civil technology firms in the service of
military advancement, and which upon it has employed firms operating in China in
developing and manufacturing 5G technology. Accordingly, the US has started to view
security in the cyber field as a matter of national security, and has been including it in
the National Security Strategy since 2017, which eventually led to engaging in a trade
war against China and withdrawing US tech firms operating in it, in order to prevent
China from putting their technologies into use. The study concludes that the cyber
aspect of the relations between the two Countries, which has appeared most clearly in
the competition over 5G technology, has contributed to complicating the intensity of
the basically economic and political strategic competition among them, and has created
a situation of continuous mutual threat between the US and China, where each measure
taken by one state is followed by a countermeasure from the other.

Kay words: technology of fifth generation — cyber dimension — USA — China.
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2 For more details review: “China’s National Defense in The New Era”, the state council information office of the
people’s Republic of China, Beijing, 2019, p: 1, 13.
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4Poul Triolo: “China’s Uneven High — Teach Drive: Implication for The United States”, study for Center for
Strategic and International Studies, Washington, 2020, p: 21 +24.
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For more details see: “National Security Strategy of The United States of America”, The White House, °

Washington, 2017, p: 12 + 20.
For more details see: “Interim National Security Strategic Guidance”, The White House, Washington, 2021, p: ©
18 +20.
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The crime of human trafficking: a study in the light of
international conventions

Abstract

The research deals with the crime of human trafficking as an international crime rather
than a local one. There is an international and regional interest in addressing the
consequences of that crime at the international and local levels. The research focuses on
clarifying the nature of the crime of human trafficking and its basic entity, and as the research
discusses the most important international conventions concerned with confronting this
international crime, and as the research concludes, it presents a vision on a set of proposed
recommendations to address the crime of human trafficking in the Syrian Arab Republic at
all possible levels.

Keywords: Human trafficking, combating organized crime, international conventions.
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2 The previous reference, p 69.

3 The previous reference, p 76.
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Development in Syria from the perspective of innovation
Triple Helix Model as an analytical framework

Ibrahim Alnafrah®

Abstract

The instability in the Syrian economic development path before and during the war
lead to an absence of a clear national vision or identity. This, in turn, was reflected,
particularly, in the absence of a national strategy for innovation that would solve the
problem of poor productivity and ineffective solutions provided in light of the
scarcity of resources and international economic sanctions. This study aims to analyze
the development path before and during the war in Syria. We also aim at analyzing
the structural imbalance in the Syrian economy resulting from the absence of national
economic identity. In this study, we introduce the triple helix model as an analytical
approach to build a national innovation system in post-war Syria in which innovation
is the source of added value.

Keywords: syria, development, innovation.

* Ph.D. Lecturer, Damascus University, Faculty of economics-

56



2022-J¥) a2l =1 alaall =3 dsall das

Introduction

During the past two decades, Syria witnessed radical economic, social and political transformations and
shocks that changed the structure of the Syrian economy and obliterated its features, to the extent that it
became difficult to determine the development trajectory of which the process of drawing up national
economic plans takes place.

The absence of the development path in Syria before and during the war created a state of uncertainty for
economic and social actors. This stage did not witness an influx of large foreign investments or increases
in productivity in any of the basic economic sectors resulting from an increase in investment spending by
the private or government sectors.

The instability of the development path in the Syrian economy, especially during the conflict constituted
an important obstacle to the actors to participate in the economic reconstruction in the post-conflict phase.
Therefore, what is required is to define an identity and a clear development path within which economic
strategies and policies are drawn up and outline the economic targets of the next stage.

Regarding the Syrian development path in the field of innovation, it is noticeable that there are no serious
policies in this field. To this day, there is no national strategy for innovation and technology in Syria in the
scientific sense of the word. What is exists are some policy papers that were not built on scientific
foundations as was done in other countries. So, once again, even at the innovation level, Syria lacks a clear
development path that defines the roles and relationships of actors in the innovation system in terms of
providing institutional frameworks and national strategies through which actors can work at different
economic levels.

In this study, we aim at analyzing the development trajectory in Syria during the past two decades in
general, giving the innovation path a special focus. That is, we will analyze the expected development paths
from the perspective of innovation, and we will show how innovation-based development can contribute to
solving many outstanding issues that affect the life of Syrian citizens.

This study is based on two basic hypotheses:

H1: The development path in Syria does not have a clear economic identity and suffers from instability.
H2: The innovation-based development path is the best alternative solution to accelerating economic
growth in the post-war period.

Theoretical background and literature review

The development path in any country depends heavily on the development priorities imposed by the
objective reality of the country's stage of economic development. Therefore, the path of development varies
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from country to country, and in the same country varies from one stage to another. What applies to the
economy in the peace phase does not apply in a period of war or political instability!. Consequently, there
is a near consensus in previous studies that war-phase development policies cannot be innovation-oriented
because of the priorities imposed by war in providing services and basic goods to citizens and improving
conditions for physical production?.

On the other hand, other studies show that even in times of war there are signs of continuity in innovative
activities that achieve three overlapping objectives: securing a sustained income for the dynamics of
conflict, avoiding the negative effects of conflict, and exploiting the lucrative opportunities created by
conflict>*. An example is the case of Somalia, where the government was almost absent, although five
private airlines emerged following the collapse of the state in 1991.

The pattern of entrepreneurship or innovative activities that emerge during a conflict creates a web of
economic interests that makes peacebuilding very difficult and prevents the successful building of a post-
conflict economic system. This power in the hands of the pioneers of war comes from the funding of
political leaders during the conflict®. This force is being translated into an instrument to diminish the role
of State institutions in the reconstruction phase®. Based on this understanding of the dynamics of
entrepreneurship during conflict and in the post-conflict phase, it is important to adopt policies that redirect
and refocus innovative activities towards activities that support peace and horizontal equality between
existing and potential actors in the reconstruction phase. In other words, a shift in entrepreneurial activities
from the crony entrepreneurship that is interested in the distribution of power and power centers to more
productive entrepreneurship that serves all and meets the needs of society in the reconstruction phase.
Syria's development paths over the past two decades

Any attempt to analyze Syria's development path must be based on the structural changes that have taken
place in the Syrian economy resulting from the shift in macroeconomic policies and the international
economic changes that have accompanied them.

The development path in Syria over the past two decades (2000-2020) is divided into three main phases:
The social economy-oriented path (2000-2005) is an extension of a long period before it began in 1963
when the Syrian economy experienced internal and external changes that affected its development path.
For example, the 1970s were a pivotal turning point in economic policies towards openness and the
expansion of private sector participation in economic activity, represented or demonstrated by the adoption
of economic pluralism. Later, as a result of the crisis of the 1980s, Syrian policymakers were forced to
expand the participation of the private sector in economic activity, but under state supervision. The result
of this phase was the passage of Investment Act No. 10 in 1991, which in turn was accompanied by political
openness. The process of transformation of the socialist-oriented development path continued, but on the
ground, the situation was different as a result of substantive changes during the 1970s and 1980s. Between
2000 and 2005, the Syrian economy experienced an expansion in commercial activities and an increase in
the role of the services sector at the expense of other pivotal sectors such as agriculture and industry. At
this point, we are beginning to see a shift in the identity and structure of the Syrian economy towards
liberalization and increased reliance on the commercial private sector.

! Wayne Nafziger, E., & Auvinen, J. (2002). Economic Development, Inequality, War, and State Violence. World Development, 30(2), 153—
163. https://doi.org/10.1016/S0305-750X(01)00108-5

2 Murdoch, J., & Sandler, T. (2002). Civil wars and economic growth: A regional comparison. Defence and Peace Economics, 13(6), 451-
464.

3 Nafziger, E.W. (2006). ‘Development, Inequality and War in Africa’, Economics of Peace and Security Journal 1 (1): 14-19.

4 Collier, P., A. Hoeffler, and D. Rohner (2006). ‘Beyond Greed and Grievance: Feasibility and Civil War’, CSAE Working Paper
WPS2006-10, Oxford: Centre for the Study of African Economies, University of Oxford.

3 Addison, T. (2001). ‘Reconstruction from War in Africa: Communities, Entrepreneurs and States’, WIDER Discussion Paper 2001/18,
Helsinki: UNU-WIDER.

6 Ibrahim, A., & Marah, A. (2018). A comparative analysis of national innovation systems’ structures and their developmental impacts
(Evidences from BRICS countries). Hayuansrii sxypaan HUY UTMO. Cepust «OKOHOMHKA 1 SKOJIOTUIECKUIT MEHEDKMEHTY, (1).
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Social market economy path (2005 - 2011): In 2005, economic policymakers in Syria announced a new
development path with a link to the social market economy. This new path was intended to establish the
process of liberalization of economic openness to avoid the negative effects of the dynamics of the capital
market through the Government's role in controlling monopolistic practices or any activity that alerted the
failure of the market to perform its functions. But what has really happened during this phase is the absence
of a national economic strategy that brings about a smooth shift or transition towards a social market
economy, and we have noticed a partial lifting of support for agricultural activities and support for
commercial and service activity. This lack of economic identity has contributed to the instability and
dislocation of economic policies, leading to the erosion of the middle class, high unemployment, and
increased polarization in Syrian society, which will later play a pivotal role in fuelling the dynamics of the
conflict.

Emergency path (2011-2020): In 2011, the conflict in Syria began with catastrophic economic, social, and
humanitarian consequences. At the economic level, the war has had major negative effects both on the
production base and on physical and financial capital, infrastructure, and public utilities. The conflict in
Syria has negatively affected all sectors of the economy, imposing a different form of resource allocation
towards militarization, spending on the defense sector, and focusing on relief activity. The logic of relief
has imposed itself on all of Syria's policy-making joints. All economic and social policies adopted during
this period were temporary, and there was no strategic economic vision imposed by mechanisms for the
subsequent development of conflict dynamics. So again, the development path in Syria is missing, but for
more objective reasons.

The development tracks presented earlier make it clear beyond any doubt that Syria's economic
policymaking has not experienced or possessed a long-term national identity or vision. It has become more
transformative in the negative sense of the instability of the economic policy environment that would create
an incentive for economic actors at various levels to act and contribute to sustainable economic growth.

A different approach must therefore be adopted to build the development path in Syria, especially since the
armed conflict has ceased and the political process is in progress. What is now needed at the economic level
is a contemporary development vision that contributes not only to the return of economic activity but also
to the creation of sustainable and highly productive economic growth. This desired path cannot be achieved
through traditional development frameworks. A new development path based on innovation must therefore
be adopted as a tool both at the policy level and at the level of economic activities.

In this context, the following question must be answered:

How can innovation create a path or development pathways that accelerate economic reconstruction?
There are many channels through which innovative activities can create developmental paths that contribute
to the acceleration of post-conflict growth and development in Syria.

The first of these channels is the pattern of innovation adopted at the national level. Here, a choice must be
made between radical innovation and incremental innovation. Incremental innovation is based on existing
corporate capabilities in the economy and takes the form of the spread of economically useful knowledge
among firms. Radical innovation contributes to the creation of revolutionary solutions to problems in the
economy in an innovative way and is the best tool for catching up, mainly through FDI. Studies suggest
that what countries emerging from war or conflict need is radical innovation to break the traditional patterns
that prevailed before and during the conflict.”-®

The second channel through which innovative activities can create modern development paths is that
innovative activities break the rent pattern in all its forms - land rents, internal wealth, aid rents, and external
remittances. Innovative activities by creating new opportunities in the economy can expel rents from

7 Alnafrah, 1., & Mouselli, S. (2020). Constructing the reconstruction process: a smooth transition towards knowledge society and economy
in post-conflict Syria. Journal of the Knowledge Economy, 11(3), 931-948.

8 Alnafrah, 1., Mouselli, S., & Bogdanova, E. (2020). The nexus between digitisation and knowledge-based economy in low-income
countries: the case of post-conflict Syria. International Journal of Knowledge-Based Development, 11(2), 123-146.
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economic activities, thereby establishing a development path based on a culture of economic value-added
products based on innovation rather than traditional sources. This pattern of paradigm change is most
effective as a result of internal dynamics that change the economic system from within, not a reaction or
response to external pressure.

The third channel is the involvement of actors in innovative activities and entrepreneurship in the
production of public goods such as finance, roads, water systems, energy, and education. This channel must
be established through legal and institutional frameworks for public-private participation so that the rights
of the private sector involved in the production of public goods are preserved and protected. The success
of this channel is an important step in the conduct and acceleration of the reconstruction process and paves
the way towards a clear national economic development identity based on a public-private partnership to
meet the needs of citizens in free contractual relations.

The /ast channel is innovative projects created during the reconstruction phase, which reduce the likelihood
of conflict once again by providing jobs for citizens, thus allowing them to move on to the social ladder.
This channel plays a role in creating and protecting social stability by providing a fair income and reducing
poverty rates, thereby excluding the most important causes of polarization and social agitation, which may
threaten the resurgence of conflict.

What has been mentioned previously are some of the channels through which innovation can contribute to
a different development approach from what is currently circulating among policymakers. In order to ensure
the operation of these channels, an analytical framework must be provided to clarify the mechanism through
which actors in the national innovation system will work and interact in order to form a national identity
based on innovation as a mutually reinforcing objective and path.

The framework presented in this study is the triple helix model that brings together the main actors in any
innovation system, namely government, business and universities. The term national innovation system is
not a new term. It was introduced by Freeman in 1982° and Lundvall in 1992'°, where they define the
national innovation system as a set of activities of private and public sector enterprises that include the
creation, transfer, and diffusion of new technology. That is the set of actors and relationships among them
in creating, sharing, and using new knowledge.

This means that the national innovation system consists mainly of three main components:

Actors: They are the government, the business sector, the universities.

Relationships: The whole relationship between the three actors.

The subject of work: Technology, innovation, and new knowledge.

Thus, innovative activities within the economy take place within three spheres: Actors, relationships, and
functions, as shown in figure 1:

Figure 1. Spheres of Action of the Innovation-Based Development Path
To ensure effective and efficient functioning of the national innovation system, the work of the key
components of the system must be mutually reinforcing: government, business, universities. In this context,

° Freeman, C. (1982), The Economics of Industrial Innovation, second edition, Cambridge (Mass.): MIT Press
10 Lundvall, B-A. (ed.) (1992), National Systems of Innovation: Towards a Theory of Innovation and Interactive Learning, London: Pinter
Publishers.
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this study proposes the triple helix model as an analytical framework for the activities of elements of the
national innovation system.!!

What characterizes this analytical framework is its coverage of all key actors engaged in or influencing
innovative activities.'? Universities play the role of producer of new technical and scientific knowledge that
takes different forms of intellectual property such as patents, copyrights, industrial models, software, and
others. In turn, private companies play the role of commercial exploiters of the technical knowledge and
intellectual property produced by universities. However, this requires strong bridging institutions between
the two areas. These institutions include but are not limited to business incubators, technological incubators,
techno-parks, and industrial clusters. The production, exchange, and distribution of innovations take place
within the framework of contractual relationships regulated by the Government through the provision of
institutional and legal frameworks to ensure the progress of innovation among other actors. This
relationship between these actors can be expressed as follows:

Bussiness
sector

Figure 2. Actors in the triple helix model.

The adoption of this type of economic relations within the framework of a comprehensive national plan for
all sectors would create regional innovation sub-systems in Syria, which could then be a system of national
innovation that would shape and define the identity of the Syrian economy as an innovation-based economy,
where innovation is a generator of economic growth and sustainable development.

The triple helix model provides flexibility in determining the short-term development path in terms of
determining the developmental role of the State and identifying mechanisms for developing the dynamics
of the relationship between government and other actors in the production and exchange of innovations at
the national level.

In the early post-conflict recovery phase, a development path could be adopted, with the Government
having a greater developmental role than other actors because of the need for a guarantor of the investment
and financing environment in the early stages of reconstruction. The relationship between the actors in the
national innovation system can therefore be expected as follows:

1 Leydesdorff, L. (2010). The knowledge-based economy and the triple helix model. Annual Review of Information Science and
Technology, 44(1), 365-417. https://doi.org/10.1002/aris.2010.1440440116

12 Leydesdorff L., E. H. (1996). Emergence of a Triple Helix of university—industry—government relations. Science and Public Policy,
23(5), 279-286. https://doi.org/10.1093/spp/23.5.279
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Government

Bussiness
sector

Figure 3. The role of the Government in the early recovery phase during the reconstruction process.

As shown in figure 3, in the early recovery phase, government plays a central role in guiding the course of
action of other actors involved in the production, distribution, and exchange of innovations.

Later, in the advanced stages of the reconstruction process, when actors build national innovative capacities,
a shift in the national development path can be made to give both universities and the business sector more
room to operate more freely, and to conduct contractual relationships in which the role of the State is
marginal, limited to the institutional and legal frameworks governing the transfer of intellectual property.
Accordingly, the fields of work of both universities and the business sector become larger and more diverse.
University functions change at this stage from universities that are specialized in knowledge production
that is separated from the needs of the market to entrepreneurial universities whose task is to produce
economically and socially useful knowledge and to be managed by corporate logic in terms of efficiency
while maintaining their social functions.

Also, the business sector is changing its objectives from producing material products to meeting basic
needs, to producing innovative products aimed at raising the well-being of citizens and tending to produce
social innovations involving civil society actors. At this stage of evolution in Syria's innovative
development path, the shape of the relationship is as follows.

Civil
societ

Figure 4. Quadruple helix model of the Syrian development path.
According to figure 4, we propose establishing a new development paradigm in Syria, where all actors from
all sectors of society and the economy interact to contribute to the building of a post-conflict innovation-
based development as an essential foundation for achieving sustainable growth that ensures the
participation of all concerned without excluding any category of society.
Thus, Syrian society will avoid problems associated with high rates of inequality and a lack of social justice.
It will also solve the problem of the acquisition of the economic decision in Syria by a class of society
acting under the logic of crony capitalism leading to increase the polarization of society, weaken social
capital, and threaten the stability and civil peace, and may re-activate the dynamics of the past conflict.
Conclusions
In this study, we presented a new analytical framework to draw the development path in Syria based
on the triple and quadruple helix model.
After analyzing the history of Syria's development trajectories over the past two decades, we found
that what was shaping the Syrian economy was the loss of developmental and economic identity,
the dislocation of a socialism-oriented economy or the social market economy, and the distortion
of an economic system. Syrian economy does not bear the qualities of a free capitalist economy
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because of the prevailing patronage dynamics that dominate economic activities and does not carry
the characteristics of a social market economy because neither government economic policies nor
private actors aim to achieve social goals that reduce inequality in Syrian society.

We concluded in this study, that the Syrian economy today lives without identity or a clear
development path that sets the foundations for economic reconstruction. We have therefore
provided an analytical approach to draw the development path in Syria during the reconstruction
process and beyond. The foundation of this path is innovation. The activities of all actors in the
economy are devoted to the production, exchange, distribution, and dissemination of innovations.
To determine the mechanism for the operation of this path, we divided the path into three phases.
The first stage is where the role of government is central as a guarantor of the working environment
of the other actors. Second, the Government is withdrawing from some economic roles to allow
other actors to work together in innovative contractual relationships. In the third phase, a fourth
actor enters the system, civil society. At this stage, Syria's development path is based on innovation
and is made by all stakeholders in the Syrian economy and society.

We argue in this study that the proposed analytical framework to draw the development path would
quell past conflict dynamics by embracing open innovation and social innovation and
mainstreaming it across economic paths. Thus, reducing inequality and class polarization and
eliminating the phenomenon of crony capitalism, which eroded wealth and distorted the distribution
of national income in Syria. The proposed framework would shape a future Syrian economy based
on knowledge and innovation.
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The Geo-Economic Aspect of Russia’s Policy Towards
OPEC and the 2020 Oil Price Crisis

Muhammad Omar Bashar Al Hamwi*

Abstract

This paper aims, through the descriptive analytical method, to clarify the role that
Russia’s geo-economic considerations had in aggravating the 2020 oil price crisis, by
exploring their effect on its policy towards OPEC. First, the paper examines Russia’s
employment of its energy export to Europe via Ukraine as a geo-economic instrument,
in which two policies are to be distinguished, namely, pricing policies and supplies
suspension, in addition to the growing threat that the American shale boom holds
towards Russia, and the opportunities it represents to Europe and the US. Secondly, it
discusses the changes that the Russian and OPEC oil policies have undergone since
2014, and how the geo-economics of Russian energy exports interacts with OPEC’s
policy shift, and how has all of this affected the 2020 oil price crises. The paper
concludes that the geo-economic aspect of Russia’s policy towards OPEC led to an oil
price war in 2020 and had an aggravating effect on the sharp drop in oil prices.

Keywords: Russia- oil- OPEC.
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Introduction

OPEC’s primary objective has in recent decades become to stabilize oil prices during
adverse events. Indeed, during the first half of 2020, when the oil price crisis reached its
peak due to the spread of the COVID-19 pandemic, it attempted in early March to reach
an output restraint deal with Russia and other non-member oil producing countries,
collectively known as OPEC+. Nonetheless, these efforts were undermined with the
announcement of an oil price war between Saudi Arabia and Russia, which further
aggravated the sharp drop in oil prices at the time. This seemingly obvious fact instead
stems from less obvious geo-economic considerations in Russia’s policy towards OPEC
that date back to 2014, in regard to the United States’ consistently growing energy exports
in general and towards Europe in particular, which tend to compromise the effectiveness
of Russia’s “energy weapon” in enhancing its regional influence and foreign policy.
Therefore, this paper argues that since 2014 Russia’s concerns over losing its energy
market share in Europe have had a constraining impact on OPEC’s ability to act in line
with its objectives during price crises, especially when met by an OPEC policy shift
towards maintaining market share and refusal of restraining output without Russian
contribution, which in turn impacts prices negatively, as evidenced by the 2020 oil price
war and crisis.
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1. Russia’s “Energy Weapon” and the Shale Revolution

Geo-economics is defined as “the use of economic instruments to promote and defend
national interests, and to produce beneficial geopolitical results; and the effects of other
nations’ economic actions on a country’s geopolitical goals.”* States hold various geo-
economic instruments at their disposal, most of which do not fall within the scope of this
paper. Instead, Russia’s geo-economic behaviour is primarily based on the employment
of its energy supplies to achieve geopolitical results in, but not limited to, its “near-
abroad” and Europe.

1.1. Pricing Policies

Europe heavily relies on energy imports from Russia, which are primarily transited
through Ukraine. Of the total value in trade of extra EU imports of natural gas in 2020,
Russia was the largest single supplier with a share of 43.9%, the same applies to
petroleum oil imports, in which Russia had a share of 25.5%.2 In addition, EIA estimates
that Russia supplies European markets as a whole with 2.9 tcf to 3.3 tcf of natural gas per
year through Ukraine,® less than it did so prior to the completion of the Nord Stream
pipeline. These statistics demonstrate Russia’s ability to act geo-economically in order to
influence the behaviour of European countries and Ukraine of its “near-abroad.” In this
pursuit, Russia has been following a “divide and rule” policy in terms of natural gas prices
paid by European countries, which are pre-set in bilateral contracts agreed upon with
Gazprom, and which vary greatly from country to country in a way that cannot be
explained through economic sense, e.g., in 2013 Poland, a country of several disputes
with Russia, paid $525.5* for every 1,000 cubic meters of natural gas, while Germany
paid only $379.3,° despite being further away in distance. These lower energy prices serve
as incentives to Germany to provide Russia-favourable stances towards efforts seeking to
integrate European energy markets and policies, e.g., Germany’s efforts to block
regulations aimed at addressing Gazprom’s dominance in the EU energy market by

! Robert D. Blackwill and Jennifer M. Harris, “War by Other Means Geoeconomics and
Statecraft”, Massachusetts, Harvard University Press, 2016, p. 20.

2 “EU imports of energy products — recent developments”, European Commission website, 3
January 2022, ec.europa.eu/eurostat/statistics-

explained/index.php?title=EU_imports_of energy products - recent_developments.

3 “UKRAINE”, U.S. EIA, eia.gov/international/analysis/country/UKR.

4 Antto Vihma and Umut Turksen, “The Geoeconomics of the South Stream Pipeline Project”,
Journal of International Affairs website, 1 January 2016, jia.sipa.columbia.edu/geoeconomics-
south-stream-pipeline-project.

5 Antto Vihma and Umut Turksen, “The Geoeconomics of the South Stream Pipeline Project”,
op.cit., jia.sipa.columbia.edu/geoeconomics-south-stream-pipeline-project.
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limiting foreign companies’ ability to buy European energy utilities. While on the
contrary, Poland has pushed towards “energy solidarity.”®

Similar policies towards Ukraine can be noticed in 2010, when Viktor Yanukovych, a
close ally of Russia, was declared president-elect in February, which gained Ukraine a
30%’ gas price cut from Russia, and rewarded the latter with a renewed 30-year term
contract for Sevastopol,® a strategically critical port for its Black Sea naval fleet and its
only access to warm waters, a geopolitical constraint that has burdened Russia for
decades.

1.2. Supplies Suspension

Pricing policies tell only half the story. The second half lies within halting gas supplies
on the grounds of unsettled debts and contract disputes, and in the face of growing US
influence and an expanding NATO towards Russia’s southern and western borders. This
policy has been followed on many occasions, such as the Ukraine-Russia conflict of 2014
and Moscow’s military involvement in Crimea, and the economic and political tensions
between Russia and the EU that followed, leading to a gas suspension to Ukraine and
several parts of Europe in June.® Similarly, in 2021, re-established Russian military build-
up near Ukraine’s eastern borders,’® renewed Ukraine-US talks concerning Ukraine’s
membership in NATO! and the backdrop of ongoing deliberation about the controversial
Nord Stream 2 pipeline have all led to increasing tensions between Russia on one hand,
and the US and its allies on the other, to which Russia responded by gradually reducing
supplies through the Yamal pipeline starting August, only for these supplies to fall to zero
by November.*2

6 1bid.

7 Antto Vihma and Umut Turksen, “The Geoeconomics of Russian-EU Gas Trade: Drawing
Lessons from the South Stream Pipeline Project”, MIT Center for Energy and Environmental
Policy Research, 2015, p. 7.

8 Ihid.

% Pasquale DE MICCO, “A Cold Winter to Come? The EU seeks alternatives to Russian gas”,
The Directorate -General for External Policies of the Union — Policy Department, 2014, pp. 4-7.
10 Warren Strobel and Michael Gordon, “Russia’s Military Buildup Near Ukraine Is an Open
Secret”, the Wall Street Journal, 4 January 2022, wsj.com/articles/russias-military-buildup-near-
ukraine-is-an-open-secret-11641292202.

11 Matthias Williams and Natalia Zinets, “Biden assures Zelenskiy that NATO membership in
Ukraine’s Hands, Kyiv Says”, Reuters, 10 December 2021, reuters.com/world/europe/ukrainian-
president-zelenskiy-holding-talks-with-biden-adviser-says-2021-12-09.

12 Neil Hunter, “Europe’s energy crisis deepens as Russia cuts gas exports”, S&P Global Platts,
1 November 2021, spglobal.com/platts/en/market-insights/latest-news/natural-gas/110121-
europes-energy-crisis-deepens-as-russia-slashes-gas-exports.
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1.3. The American Shale Revolution: A Dualism of Opportunity and Threat

For the past decade, the energy landscape has been changing, brought about by energy
innovation in North America, which has made vast amounts of shale reserves
commercially viable through a process called “fracking,” turning the US from an energy
importer to the largest oil and natural gas producer in the world, surpassing even Russia
in 2013 and thereon.™® This development, as is any other event, is both a threat and an
opportunity. It is a threat in the sense that increasing US production would, and indeed it
has done so, drive down world energy prices, thereby damaging Russia’s oil dependent
economy and, indirectly, defence spending. It is also a threat in the sense that lower US
natural gas prices that are determined in the spot market provide cheaper alternatives to
European countries, enabling them to negotiate better terms in their contracts with
Gazprom and causing financial costs to the latter, as it did in 2012 when renegotiations
resulted in reduced pre-tax earnings of $4.2 billion.* Moreover, natural gas imports from
Russia can be substituted with imports from the US, provided that there exists a proper
legal and infrastructure environment, which has been rapidly developing over the past six
years. In this context, it is worth to highlight the increasing share of US LNG in total EU
LNG imports from 4% and 6% in 2017 and 2018, respectively, to 16%° in 2019
following the Trump-Junker agreement of 2018. Similar indicators can also be noticed
once in Q2 of 2020, when the EU imported 1.3 bcm more LNG from the US than from
Russia,*® and again towards the end of 2021 when reduced Russian supplies and soaring
demand in Europe placed upward pressures on prices, leading to about 50% of total US
LNG exports being imported by Europe in December, up from 37% earlier in the year.!’
The American shale boom and decreasing European dependence on Russian energy have
represented a major threat to Russia’s capacity to employ its energy exports as a geo-
economic instrument. On the contrary, it has presented the EU with an opportunity to

13 Robert D. Blackwill and Jennifer M. Harris, “War by Other Means Geoeconomics and
Statecraft”, op. cit., pp. 205, 206.

14 Kristine Bérzina, “U.S. Shale Gas: What does it mean for Europe and Russia?”, Latvian
Institute of International Affairs website, 14 July 2013, liia.lv/en/opinions/u-s-shale-gas-what-does-
it-mean-for-europe-and-russia-297.

% “EU-U.S. LNG TRADE”, European Commission website, 8 January 2020,
ec.europa.eu/energy/sites/ener/files/eu-us_Ing_trade_folder.pdf.

16 Market Observatory for Energy of the European Commission, “Quarterly Report on European
Gas Markets”, Volume. 13, No. 2, Q2 2020, p. 19.

17 Marcy De Luna and Nina Chestney, “Gas gap in Europe drives U.S. LNG exports to record
high”, Reuters website, 6 January 2022, reuters.com/markets/commodities/gas-gap-europe-drives-
us-Ing-exports-record-high-2022-01-06.
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diversify its energy imports, further integrate its energy market and policies, and enhance
its energy security in the face of Russia’s “energy weapon,” ultimately pushing forward
its alliance with the US and, most assuredly, their capacity to jointly act on security
matters in Russia’s “near-abroad.”

2. OPEC+ and the 2020 Oil Price Crisis: Between Geo-Economics and Price
Stabilizing

Prior to the birth of the OPEC+ agreement in 2016, world oil prices started decreasing
significantly since late 2014. Increasing American shale oil production, slower economic
growth rates in China and Europe, rising US Dollar value, improving global energy
consumption efficiency and OPEC’s policy shift- under Saudi influence- towards
maintaining market share in the face of America’s shale boom were all factors that led to
a general glut of crude oil, which made prices fall for about 59,2% between 20/6/2014
and 28/1/2015.8

2.1. Changing Saudi and Russian Oil Policies Post-2014

The shift in Saudi Arabia’s policy towards preserving its market share was not just in
response to the shale boom, it also marked Saudi Arabia’s abandonment of its traditional
role as a “swing producer,” which is based on utilizing spare production capacity to
stabilize prices, sounding alarms that price stabilization is not a responsibility specific to
OPEC. Russia’s response, however, was to continue in its traditional policy of “free ride,”
i.e., letting OPEC solely handle price stabilization while maintaining its own current
production level.X® The reasoning for this policy at the time was: An economy heavily
dependent on oil-albeit presently to a less extent- and, most fundamentally, Russia’s
concerns over the potential that US energy exports have in impeding its regional geo-
economic behaviour, since natural gas is commonly an oil by-product, and curbing crude
oil production for prolonged periods as the continuous shale boom necessitates would
reduce its natural gas production and market share in the long run, let alone the fact that
any reduction in Russian oil production that contributes to price stabilization serves in
itself as an incentive for American shale production to rise, which would naturally include
increased natural gas production. This resulted in neither party reducing its oil output and
the oil price crisis persisting under a price war. Nevertheless, Russia and Saudi Arabia
had one interest in common: driving US energy companies out of business, as

18 Dave Mead and Porscha Stiger, “The 2014 plunge in import petroleum prices: What
happened?”, Beyond the Numbers: Global Economy, No. 9, 2015, pp. 3, 4, 5.

19 Abdullaziz Al-Dawsari, “Why Does Russia Cooperate with OPEC?”, Bahrain Center for
Strategic, International and Energy Studies, 2019, p. 12.
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unconventional oil production is relatively more expensive and cannot be sustained at low
price levels. Unfortunate for both, the US energy industry proved resilient.

Early 2016 marked the shift in Russia’s policy towards OPEC. Under the pressure of
severe economic damage due to low oil prices and economic sanctions imposed by the
EU and the US in regard to the Russia-Ukraine conflict of 2014, Russia had no choice but
to open up to cooperating with OPEC in order to push up world oil prices, which
eventually led to the birth of the OPEC+ agreement in late 2016, under which members
collectively restricted their crude oil output,?® thereby providing American shale
production the opportunity to prosper and leading to two additional cuts in 2017 and 2019
2.2. Russia’s Geo-Economic Considerations and the 2020 Oil Price War

Since late 2019 and until this day the COVID-19 pandemic has been shaking the world,
not only health wise but in all aspects of modern life. It has forced entire countries to shut
down, in an effort to contain the spread of the novel Corona virus, which decreased world
oil demand as transportation and economic activity fell to unprecedented levels.
Coinciding market glut and reduced demand led excess world crude oil supplies to reach
7.3 mb/d in Q1 and 9 mb/d in Q2,2 leading to one of the most controversial oil price
crises in history.

OPEC’s first and foremost attempt to stabilize prices was in 6/3/2020, when it sought to
reach an output restraint deal with Russia. Failure to conclude a deal, however, marked
the beginning of yet another price war.?? Both countries at the time made clear their
intents to increase output and provide discounts to major customers in Europe and Asia,
when Saudi Arabia’s energy minister famously said “I will keep you wondering” in regard
to the possibility of increasing Saudi oil output.? Russia’s refusal to curb its production
on top of the 2019 agreed cut primarily reflected geo-economic considerations, not
economic ones. Undoubtedly, oil and natural gas revenues are crucial to Russia’s
economy, as they represent its major source of income and economic growth, which
generally contribute to its power level. However, its quest for regional influence through
geo-economic behaviour is a consideration of greater importance when facing an

20 Abdullaziz Al-Dawsari, “Why Does Russia Cooperate with OPEC?”, op. cit., pp. 4, 5, 6.

2 “Market Indicators as at End: December-2020”, OPEC website, January 2021,
opec.org/opec_web/static_files_project/media/downloads/publications/M1122020.pdf.

22 Pippa Stevens, “Qil plunges 24% for worst day since 1991, hits multi-year low after OPEC
deal failure sparks price war”, CNBC website, 8 March 2020, cnbc.com/2020/03/08/0il-
plummets-30percent-as-opec-deal-failure-sparks-price-war-fears.html.

23 “Saudi energy minister says he will ‘keep you wondering’ on oil output”, Reuters website, 6
March 2020, reuters.com/article/us-opec-meeting-saudi-idUKKBN20T2CT.

73




2022- S aaall ~qalaall 3] gal) Alas

expanding NATO that threatens its national security and an increasing American share in
Europe’s energy imports that compromises its ability to alter the behaviour of key
European countries. Since these transformations might prove more difficult to reverse in
the longer run when compared to economic damage, they consequently play a more
determinantal role in Russia’s policy towards OPEC. Therefore, starting 2014, the
intersection of Saudi Arabia’s refusal to singlehandedly stabilize prices on one hand and
Russia’s concerns over the declining effectiveness of its geo-economic instruments on
the other has indeed been the factor with the most impact on OPEC’s ability act in line
with its objectives during oil price crises, by preventing it from reaching a deal with
Russia to begin with, and will continue to be so for years to come. This nonetheless does
not by any means imply that there are no other factors in play.

During pre-2014/2015 oil price crises, many factors internal to OPEC typically arose
before or after a production cut has been agreed. Economic differences among its
members, and many other factors that are discussed by economic theories of cartels have
typically led to a behaviour that ranges from under-committing to production cuts or
quotas to noncompliance at best by a few members with relatively less market impact
than Saudi Arabia and other key Gulf members whose behaviour matters more. Such
obstacles were typically addressed by Saudi Arabia through increasing its own production
in order to place downward pressures on prices. This forces the under-committing
countries to comply to their quotas, since the alternative would be enduring lower oil
prices for prolonged periods under limited financial cushions, as happened in
1984/1985.%* The same policy, however, might not prove as effective towards a more
financially capable Russia that was equipped with $577.8% billion in international
reserves towards 6/3/2020, the date of the OPEC+ deal conclusion failure. Those reserves
had the potential to make Russia more capable of living with low prices and offsetting
lower oil revenues for longer periods than the developing OPEC countries, so long as
economic damage, among other things, does not force it to switch its policy towards
cooperating.

Albeit important, this paper does not aim to evaluate the effectiveness of OPEC’s policies,
but is rather concerned with examining what external factor prevents OPEC from
responding to negative shocks in the first place, that is, the geo-economic considerations

24 Christiane Baumeister and Lutz Killian, “Forty Years of Oil Price Fluctuations: Why the Price
of Oil May Still Surprise Us”, Journal of Economic Perspectives, No. 1, 2016, pp. 145, 146.

% “International Reserves of the Russia Federation (End of period)”, Bank of Russia website,
cbr.ru/eng/hd_base/mrrf/mrrf_7d.
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of Russia’s policy towards OPEC, embedded in its concerns over the undesired potential
geopolitical results of rising US energy exports.

2.3. The Effect of the 2020 Oil Price War on Oil Prices

The oil price war of 2020 had a profound effect on oil prices. OPEC’s failure to reach a
deal with Russia created a widespread panic in financial markets and a selloff of oil
futures, contrary to late February and early March when optimism over additional
production cuts persisted, which caused prices to stabilize around $502° a barrel of Brent
crude. The selloff resulted in a massive drop in oil prices of about 40% by the end of
March, reaching $20.09 for WTI (West Texas Intermediate) contracts on NYMEX and
$22.74 for Brent contracts on ICE (Intercontinental Exchange).?” Additionally, by
30/3/2020, a wide contango occurred with a price differential of $7.02 between Brent
contracts due for delivery on July and contracts due on May, the widest since 2004, while
the contango for March as a whole was $2.90 for Brent crude and $2.37 for WTI crude.?
This made oil storage profitable and induced inventory demand now on the hope of selling
later for a profit, thereby increasing oil production and placing further downward
pressures on prices. Inventory demand only started falling back with the conclusion of a
historical OPEC+ deal on the 12" of April,2® and the flattening of the contango curve,*
not to mention the fact that inventory utilization capacity was gradually peaking, which
lifted storage costs high in a way that made inventory demand unprofitable. The deal
came after US president Donald Trump intervened between the two groups, over fears of
the potential damage low prices had on the fracking industry in general and in states focal
to the coming elections in particular. It contained an unprecedented production cut of 9.7
mb/d starting 1/5/2020 for a period of two months, to which the US would contribute by
an estimated 300.000 b/d.3!

% International Energy Agency, “Oil Market Report — April 2020, 2020, p. 50.

27 1bid.

28 pid., p. 51.

29 Javier Blas and Bloomberg, “Trump’s oil deal: The inside story of how the Saudi-Russia
price war ended”, Fortune Magazine website, 14 April 2020, fortune.com/2020/04/14/trump-oil-
deal-inside-story-saudi-arabia-russia-price-war-ended.

30 International Energy Agency, “Oil Market Report — April 20207, op. cit., p. 15.

31 Javier Blas and Bloomberg, “Trump’s oil deal: The inside story of how the Saudi-Russia
price war ended”, op. cit.,, fortune.com/2020/04/14/trump-oil-deal-inside-story-saudi-arabia-
russia-price-war-ended.
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Conclusion

It is concluded that Russia’s geo-economic concerns over the US shale boom has become
a major determinant of its policy towards OPEC. The result is that so long as OPEC’s
policy remains tightly focused on maintaining its market share, those geo-economic
considerations of Russia will tend to limit its ability to function in line with its objectives
as and when needed during price fluctuations, since it will not be able to conclude an
OPEC+ deal instantly. This inability to reach a deal would lead to either price wars or
unchanged output levels, thereby placing further downward pressures on prices as it did
in 2020, i.e., having an aggravating effect that would always bring about a worse initial
impact on prices than would reaching a deal with some noncompliant states, which would
under any circumstances take some barrels off the market.
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Energy security in European-Turkish relation

Abstract

It can be emphasized that the European-Turkish relations have been greatly
affected by the energy security and the economic and political needs of both
parties. This imposed a new phase on the two parties called rapprochement
and partnership, and the merger may be in the coming years. In this context,
Turkey is the main driver and the most important reason for the development
of these relations. Especially as it directly supervises the oil and gas pipelines
that pass through its territory towards the European Union. There is no doubt
that the Turkish geostrategic position allowed it to exercise the role of
supervisor and controller of energy supplies towards the world in general and
Europe in particular. Europe's need for energy has made Turkey a strategic
partner that cannot be abandoned in the present and future stage. Therefore,
it can be said that energy security is the most important and prominent
determinant in European-Turkish relations. Energy security, with its variables,
evolution and necessity, may be the most important factor or reason for
accepting membership in the European Union.

Keywords: Energy security— Turkey— Europe— European Turkish relations.
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5 . Eurostat Statistics Explained, Energy statistics — anover view, May 2021, for more details:

https://ec.europa.eu/eurostat/statistics—explained/index.php?title=Energy _statistics_—_an_overview
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7. Organaization for Economic Co-operation and Development (OECD), Turkey 2021 Energy Policy Review,

Published on March 16. 2021, for more details:

https: //www.oecd.org/publications /turkey-2021-energy—policy-review—0633467f-en.htm
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8 . REPUBLIC OF TURKIYE MINISTRY of FOREGN AFFAIRS, TURKEY’S INTERNATIONAL ENERGY STRATEGY,
for more details:

https: //www.mfa.gov.tr/turkeys—energy—strategy.en.mfa
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chapter—15

10 Matteo Ciucci, Energy policy general priinciples, Fact sheets on the European union, 10-2021, for more details:
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1. Organaization for Economic Co-operation and Development (OECD), Turkey 2021
Energy Policy Review, Published on March 16. 2021, for more details:
https://www.oecd.org/publications /turkey—202 1 —energy—policy-review—0633467f—

en.htm
' REPUBLIC OF TURKIYE MINISTRY of FOREGN AFFAIRS, TURKEY’S
INTERNATIONAL ENERGY STRATEGY, for more details:

https://www.mfa.gov.tr/turkeys—energy-strategy.en.mfa
1

. Almas Heshamati and shahrouz AbolLhosseini, European Energy Security —
challenges and Green opportunities, OXFORD UNIVERSITY PRESS, for more details:
https: //oxford.universitypressscholarship.com/view/10.1093/0s0/9780198802242.001.
0001/0s0-9780198802242-chapter—15

', Matteo Ciucci, Energy policy general priinciples, Fact sheets on the European union,

octobr 2021, for more details:

https: //www.europarl.europa.eu/factsheets/en/sheet/68 /energy—policy—general—
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