Central European Journal of International and Security Studies
Volume 18, Issue 1, 2024, pp. 73-94

DOI: 10.51870/NDWS5736
Research article

EU’s External Action and Russia: How
Can Institutionalisation Affect Decision
Making?

Homeira Moshirzadeh
University of Tehran, Iran, ORCiD: 0000-0002-7983-1397, corresponding author:
hmoshir@ut.ac.ir

Issa Adeli
University of Tehran, Iran, ORCiD: 0009-0005-7630-3600

Abstract

The independent role of international institutions has been taken to be the
core of the debate between institutionalists and realists. This study explores the
EU’s relations with Russia in two cases as a testbed for this debate. Institutional
independence, meaning restriction on the ambitions of powerful states on the one
hand, and the impact of less powerful states on decisions on the other, are taken
here to be the opposite of the power politics of realism. Two cases are studied to
show how the EU safequards the rights and interests of small members and restrains
the ambitions of powerful ones to make the case for the institutionalists’ argument.
The article also shows how a supranational entity like the European Commission is
relatively more successful than an intergovernmental one like the Council of Europe
in furthering institutionalisation, even in high-profile cases which are lynchpins
of the EU’s Russia policy. This is in line with institutionalists’ argument about
the significance of institutionalisation, as the European Commission, through its
regulatory mechanism, sets overarching rules and links issues, brings transparency
by forcing information sharing, dispels the fear of cheating and paves the ground for
more comparative empirical research to evaluate the depth of institutionalisation
in supranational and intergovernmental institutions.
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Introduction

To have a role in world politics, the European Union (EU) must be able to align
its member states (MS) with a common decision-making procedure. This applies
to various areas but is more critical in foreign policy as it has been universally
regarded as a national affair. In particular, EU-Russia relations is even more criti-
cal since it is ‘the most divisive factor in EU external relations policy’ (Schmidt-
Felzmann 2008: 170).

In maintaining alignment, institutionalism regards institutions as potentially
capable of acting independently, while many realists see them as nothing more
than a mirror of the balance of power. This debate between neo-realism and in-
stitutionalism needs to be addressed empirically (Waever & Neumann 1997: 22).
The EU, and, in particular, its foreign policy decision-making, can be regarded
as a good case to study. On the other hand, as in institutionalism and the stud-
ies on integration in Europe, intergovernmentalism and supranationalism are
two major mechanisms discussed as having some taming effect on the power of
individual member states, we need to see which one is more effective in practice.
Thus this article attempts to answer two questions: 1) In two cases of the EU’s
relations with Russia, i.e. Lithuania’s dispute over the PCA and the rift over Nord
Stream, were the decisions taken by the EU independent of power distribution
inside the Union? 2) What were the differences between supranationalism and
intergovernmentalism inside the EU regarding the depth of institutionalisation
and hence constraining the effects of individual states’ power on its decisions?

To cite the EU as an example of institutions’ being independent of power
politics, Maria Viceré explored the role the EU’s high representative played in
consolidating a common position of recognising Kosovo’s independence among
the EU members. Member states’ national interests were so divergent that it would
not have produced that outcome was it not for the EU’s institutional capacity
(Viceré 2016). Basically, the fact that between 1993 and 2008 the EU took more
than 1,000 common decisions reveals the independent role of the EU in world
politics because common positions could hardly be reached by power politics
and consonance is rare in world politics (Thomas 2009: 341). As another example,
Lisa Martin took the Falkland Crisis as an example and held that it was for the
EEC that a country like Greece imposed sanctions on Argentina sooner than the
US. Normally, one would expect the US to have stepped in first as it had much
stronger ties with the UK than a country like Greece (Martin 1992: 153).
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In these studies, the independent role of institutions is uncovered in cases
where the results are different from the expectations rising from power politics.
One of the manifestations of power politics is that ‘the strong do what they can
and the weak suffer what they must’ (Thucydides et al. 20009: liii). So, institutions
can assert their independence when they protect the weak and restrict the strong.
In that sense, one needs to find cases where small and powerful members have
divergent views on the EU’s foreign policy. Cases like Russia’s sanctions after the
annexation of Crimea in 2014 are not revealing as they pit powerful members like
Italy against other powerful members like Britain.

Additionally, to have more convincing and more generalisable results, one
should investigate extreme cases where conflict of interest happens between the
smallest and the most powerful members. Moreover, to compare supranational-
ism with intergovernmentalism, one needs cases where different types of organs
inside the EU are involved. Also, those cases must be old enough so that they
would have disclosed their final results. Following these measures, we have chosen
Lithuania’s veto in 2007 to test intergovernmentalism and the dispute over Nord
Stream to test supranationalism.

In what follows, we first lay the theoretical foundation and define ‘institu-
tionalisation’ by scrutinising Robert Keohane and John Mearsheimer’s debate on
the role of institutions in world politics. Second, process tracing as the research
method is shortly discussed. In the third section, Lithuania’s veto in the Council
of the European Union and the subsequent negotiations are traced, so that we
can draw the timeline and discover the process that the Council went through to
settle the dispute. In the fourth part, the same process is traced to the dispute over
the Nord Stream project. Finally, the findings of the two cases will be compared
to draw a comparison and conclusion.

Institutions: autonomous actors or mirroring power relations?
In search of the role that the EU plays in world politics, one group believes that
power politics is the independent variable and institutions are just a mediating
factor. For example, Julian Clark and Alun Jones discussed how ‘political elites
mediate Europeanization through their EU decision-making and decision-taking’
(Clark & Jones 2011). Or, Jonas Tallberg underlines that institutional and individual
capacities are just a mediator for the ‘structural power asymmetries’ inside the EU
(Tallberg 2008). As another example, Anke Schmidt-Felzmann said that as long
as EU members’ interests have not been homogenised, they will not stop giving
priority to their bilateral relations with outside countries like Russia and institu-
tions cannot change the situation (Schmidt-Felzmann 2008).

Another group believes that institutions can have an independent role for
various reasons. For example, from a normative point of view, Andreas Warntjen
discussed how much ‘norm-guided behaviour’, compared to the rational choice
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models, plays a role in the EU decision-making procedure (Warntjen 2010). Or,
from a rational point of view, Kenneth Abbott and Duncan Snidal argued that
centralisation is one of the system characteristics that brings independence to
an institution (Abbot & Snidal 1998).

This difference constitutes the core of the debate between realism and institu-
tionalism. While rationality and utilitarianism are the fundamental assumptions
for both realism and institutionalism (Keohane & Martin 1995: 39), they hold
different views on the role of institutions. Mearsheimer contends that institu-
tions are only a reflection of power distribution and do not have an independent
impact on states’ behaviour. They are only mediating variables (Mearsheimer
1994/95: 13). He argues that empirical evidence can support institutionalism only
if it shows that cooperation could not have happened without a given institution
(Mearsheimer 1994/95: 24).

The viewpoint that trusts individual entities to supply public goods comes from
the classical economy. Adam Smith, in his famous book ‘The Wealth of Nations’,
claimed that ‘an order is spontaneously formed from the self-interested acts and
interactions of individual units’ (Waltz 1979: 89). This idea lays the foundation of
neo-realism and its reliance on the balance of power as an ordering mechanism.
It dismisses Wilsonian idealism and mechanisms of collective security (Waltz
1979: 203).

Robert Keohane, on the other hand, maintains that institutions are impor-
tant because they facilitate cooperation by mechanisms like issue linkage and
information sharing and dispel the fear of cheating (Keohane & Martin 1995).
Since Waltz considered realism as analogous to the free market economy (Waltz
1979: 91), one can consider idealism as analogous to the planned economy, and
liberal institutionalism as analogous to the Keynesian economy. Introducing the
low-level equilibrium trap, Keynes showed that market equilibrium might not be
reached by just an invisible hand (Miller 2008: 75). Institutions are necessary to
remedy market failures. By the same token, there can be times when cooperation
in international relations cannot be ensured, even though all players are coopera-
tive. In such circumstances, institutions are necessary to remedy the failure of
power politics and stabilise the system.

As the Keynesian Economy does not intend to overthrow the free market sys-
tem but only to remedy its failures, liberal institutionalism in IR does not intend
to overthrow power politics but to remedy its failures. In fact, liberal institu-
tionalism transcends the dichotomy between realism and idealism. Moreover,
Keohane did not claim that institutions matter in every single case and under
any circumstances, but the burden is on the shoulders of social sciences to show
where and when international institutions are important (Keohane & Martin
1995: 40-42). This article will show that the EU succeeded in acting against the
imperatives of the balance of power.
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Table 1: Political Economy versus Theories of International Relations

Political Economy

Free Market Economy ‘ Keynesian Economy ‘ Planned Economy

International Relations

Realism ‘ Liberal Institutionalism ‘ Idealism

Source: Authors

Since issues in IR are mainly multifaceted, the methodological problem is how
one can separate the outcome of the balance of power from those of institutions.
Keohane admitted that it is not easy to find an ideal quasi-experimental condition to
test the independent role of institutions (Keohane & Martin 1995: 47). One solution
he suggested was to look for times when changes in underlying conditions, i.e. the
balance of power, do not coincide with the evolution of institutions. Institutions
usually lag behind their surrounding conditions. Different factors, like uncertainty,
transaction costs or institutional barriers to change may account for this inertia (Pol-
lack 1996: 438). In such circumstances, the role of institutions can be disentangled
from power relations. But for the EU, since its institutions constantly change by
negotiating new treaties, these institutional barriers are relatively low, compared
to, for example, the United Nations Security Council which has not changed for
nearly 80 years. So, one cannot just wait for those moments to come.

In the case of the Falkland crisis, Lisa Martin maintained that if power politics
dominated the relations, the US would have stepped in sooner than some EEC
members like Greece. By this method, she separated the role of institutions from
the results of power politics. She compared the outcome of a given institution with
what should be expected from power politics (Martin 1992: 153). This is how we
measure institutionalisation too. In power politics, as Figure 1 suggests, one expects
that a powerful player must be able to force its interest upon the weak player, and
institutions like the EU are only a transmission belt to transmit that force.

Figure 1: Expectations from power politics

Force upon Force upon
The strong The institution

Source: Authors

In this study, institutionalisation is defined as a dynamism that works in the
opposite direction in which the weak can force their aim upon the strong through
institutions (see Figure 2).
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Figure 2: Expectations from institutionalism

Force upon Force upon

Source: Authors

Research method

To find the processes through which institutions reverse power politics (i.e.
supranationalism and intergovernmentalism), process tracing is employed. It
is mainly used for the analysis of interactions rather than structures (Checkel
2008: 110). So, it is useful for studying negotiations inside the EU institutions.
In process tracing, the timeline of important decisions and events will be drawn
up to the moment when the dependent variable appears. Here, it is the time
when the failure or the success of institutionalism becomes evident. Thus,
theoretical expectations determine the beginning and the end of the timeline
(Ricks & Liu 2018: 843).

The type of process tracing here is theory-testing (Beach & Pedersen 2013: 146)
as it tests the theory of liberal institutionalism introduced by Keohane, and the
independent variable is a binary that has two values: intergovernmentalism
and supranationalism. The dependent variable is institutionalism based on the
definition provided before. Since there is no official guideline for conducting
a process tracing and the method is flexible in different situations, these steps,
suggested by Ricks and Liu will be followed:

a. identify hypotheses,

b. establish timelines,

c. construct a causal graph, that connects independent variable to the de-
pendent variable,

d. identify alternative choice or event,

. identify counterfactual outcomes,

f. find evidence to invalidate counterfactual outcomes (Ricks & Liu
2018: 842-845).

[¢)

The hypothesis here is the independent role of the EU. So it is assumed
that the Council could have secured Lithuania’s position and the Commission
could have restricted Germany’s ambitions. The timeline must include the
negotiations in both the Commission and the Council to reveal the precise
mechanism that brings success or failure. The causal graphs will be built on
those mechanisms. To invalidate counterfactual outcomes that could have been
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produced by alternatives, one needs to investigate similar cases, just like Lisa
Martin (1992) compared the outcome of the ECC in the Falkland Crisis with the

delayed reaction of the US.

Lithuania’s veto in the Council of the European Union

The Partnership and Cooperation Agreement (PCA) was first signed in 1997
between the EU and Russia, and in ten years, was the legal basis of their rela-
tions, covering a whole range of issues from trade to energy (Delegation of the
European Union to Russia 20106). As it was to come to an end in December 2007,
the Council of the European Union (the Council) needed a mandate from the
European Commission (the Commission) to start negotiations for a new agree-
ment (Gardner 2014). The PCA was used to build a unified front in relations with
Russia (Radio Free Europe/Radio Liberty 2008) and played a crucial role in the
EU integration in CFSP.

In November 2005, Russia imposed sanctions on Poland’s agricultural products,
mainly meat, claiming that they fell short of the required standards (Euractiv
2007). In response, Poland, alongside Lithuania vetoed the mandate for PCA
negotiations with Russia (Radio Free Europe/Radio Liberty 2008)." In Novem-
ber 2007, when liberals in Poland took power, the tune changed toward Russia
(World Bulletin 2008) and as a result, Russia lifted its ban (Euractiv 2007). Poland
too lifted its ban on the Commission’s mandate (Gardner 2014). This timeline
indicates that the reason behind Russia’s change of mind was not Poland’s veto
in the Council. It was the change in the underlying circumstances and the EU
institutions had no impact on it.

When Poland lifted its veto, Lithuania became the sole vetoer. It demanded
Russia’s cooperation for three legal cases: cooperation in investigating the Me-
dininkai Massacre in 1990 (Pavilionis 2008: 176), cooperation in investigating
the incident of deploying tanks to Lithuania in 1991 which killed 14 people and
injured another 700 (Deutsche Welle 2008b), and finally cooperation in inves-
tigating the disappearance of a Lithuanian businessman in Kaliningrad in 2007

1 Itis worth mentioning that while the EU admitted that Poland had ignored some of
the EU standards for exporting meat, they held that the sanction was not propor-
tionate. This sanction cost Poland one million dollars per day (Rettman 2006) and
it expected support from the EU against Russia (Spiegel Online 20006). Despite in-
tensive negotiations, Poland insisted that it would not withdraw its veto and asked
for a permanent veto mechanism that could constantly block the negotiations. This
was rejected, but the EU president offered a political declaration on EU ‘solidarity’
(Rettman 2006). What Poland looked for was a guarantee that the EU would put pres-
sure on Russia until it lifted its sanctions but the idea was dismissed. However, the
Commission president promised the Polish prime minister that the EU would stop
negotiations if Russia used ‘dirty tricks’ against Poland and both trade and health
commissioners asked Russia to take part in a trilateral talk involving Warsaw. But not
much more was done.
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(Times of Malta 2008). Lithuania also had two more demands: first, it looked
for an end to energy security threats from Russia®* and wanted to include
Georgia and Moldavia’s security concerns in negotiations.> The demand for
Georgia was highly timely because a few months later Russia invaded Georgia.
With this background information, the process tracing develops through the
aforementioned steps.

a) Hypothesis 1: intergovernmentalism, through mechanisms such as or-
ganisational inertia and normative entrapment, decreases the effect of power
politics.

b) Timeline: Process tracing starts from the moment Lithuania announced
in the Committee of Permanent Representatives (COREPER) that it would
veto the mandate for the talks with Russia until its demands had been entered
into the negotiations. From then, Lithuania came under pressure from other
members in order to lift the veto. The Estonian foreign ministry claimed that
they had the same concerns but it was better to continue talks with Russia
(Deutsche Welle 2008a). He complained that Lithuania was putting the whole
block in an unbearable situation (Euractiv 2008). Spain’s secretary of state for
European affairs also said that there were many potential interests in negotia-
tions with Russia and there would be long discussions ahead. So negotiations
would be better to start as quickly as possible. Its British counterpart also said
that the EU must start cooperation and partnership talks with Russia and that
the Union’s unity was of great importance (Deutsche Welle 2008a).

On the other side, the Slovenian foreign minister, whose country held the
presidency of the Council, expressed that it was necessary to ensure Lithu-
anians that they could rely on the EU’s cooperation (Gardner 2014). Therefore,
on 24 April 2008, Slovenia prepared a proposal for a compromise that included
Lithuania’s demands. Slovenia’s foreign ministry asked for further consulta-
tion with Lithuanian officials. Despite the fact that the meeting of foreign
ministers in Luxemburg on 29 July was the last chance to reach an agreement,
Lithuania made it clear that the Commission’s mandate must be put off the
table during the meeting until the final agreement on a compromise would be
reached. Its foreign minister expressed his country’s willingness for discussing
energy security and judicial cooperation with Russia. He contended that if the

2 In 20006, when Lithuania sold Mazeikiai refinery to a Polish investor instead of a Ru-
ssian investor, Russia stopped oil export to Lithuania with the excuse of the mainte-
nance operation of the Druzhba pipeline and refused Lithuania’s help to expedite the
operation (Pavilionis 2008: 175-176). This caused a great financial loss to the refinery
(Vitkus 2000: 32).

3 After Georgia’s president warned that Abkhazia’s separatists were supported by Ru-
ssia, the Lithuanian foreign minister announced that the tension was highly related
to Lithuania’s security concerns too (Deutsche Welle 2008b).
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UK inserted the Litvinenko* case in the mandate, why did they think Lithuania
should not seek justice in the same manner (Times of Malta 2008)?

Despite Slovenian efforts, Lithuania did not lift its veto and the foreign ministers
did not reach a deal. This caused a great commotion and frustration, especially
for Slovenia which wanted the PCA to be signed during its own presidency. Other
members also wanted the PCA to be signed before their first meeting with the new
Russian president, Dimitrov Medvedev, as a symbol of a new start in their rela-
tions. But Lithuania’s foreign minister said that the quality of the deal was more
important than its schedule (Euractiv 2008). However, informal talks between
Vilnius and Brussels continued (Euractiv 2008) and unexpectedly, the dispute was
solved in a meeting between the foreign ministers of Poland, Sweden, Slovenia and
Lithuania in Vilnius in which they agreed to put Lithuania’s demands on the EU’s
written negotiating position, and in turn, Lithuania consented to lift its veto on
the commission’s mandate (Gardner 2014). Therefore, in the COREPER meeting on
21 May 2008 and in the Council’s meeting five days later, the mandate was passed
unanimously (Pavilionis 2008: 175).

¢) Causal graph: Based on the abovementioned timeline, Figure 3 represents the
causal chain.

Figure 3: Construct a causal graph for Lithuania Challenging the Council

Inter- Deadlock when Compromising

governmentalism members veto mechanism is needed
needs consensus

\4

Normative entrapment,
diplomatic fatigue, or change of
situation may happen

Veto abandons

Source: Authors

d) Alternative choices: Lithuania was forced to give its consent.

e) Counterfactual outcomes: The written position did not fulfil Lithuania’s
expectations and Lithuania did not believe in other members’ arguments when
it lifted its veto.

f) Evidence that invalidates counterfactual outcomes: In the EU’s written
negotiating position, it is said that ‘the list of [the] demands would receive due

4 Alexander Litvinenko was a former officer in Russia’s FSB spy agency who had been
poisoned in London in 20006, but Moscow refused to extradite the main suspect to
London (Times of Malta 2008).
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attention in the course of the EU-Russia talks’. But the demands were written in
a separate declaration, in order not to hinder the negotiations. Also, they were
written in general terms, so that they could be ignored more easily (Lobjakas
2008). Therefore, it seems it was not forceful enough.

Moreover, a few months later, Russia invaded Georgia in support of separatists
in South Ossetia and Abkhazia. While on 16 August, France had mediated a peace
deal between them, on 26 August President Medvedev announced that Russia rec-
ognised the independence of both regions (Nichol 2009: 9). Poland and Lithuania
once again tried to use their veto power to stop negotiations with Russia, but this
time the EU overrode their veto. On 9 November, Poland and Lithuania admitted
that they did not have the power to halt negotiation while it was underway and
the Commission did not need another mandate when a mandate had already
been given. On 14 November, the EU-Russia summit was held in France, but a
Lithuanian representative told Reuters that Lithuania did not agree with these
negotiations (Radio Free Europe/Radio Liberty 2008).

The fact that a few months later Lithuania raised its objection again reveals
that Lithuania had not been content and did not agree with the argument put
forward by other MSs when it lifted its veto. Also, the fact that Poland had gained
nothing after two years of persisting on its demands (see above) and, in addition,
the PCA had been automatically extended, showed Lithuania that it could not
gain anything except some pangs of sympathy from Eastern European friends
(Rettman 20006). Thus these pieces of evidence could not invalidate the counter-
factual outcomes of the alternative choices and as a result, the first hypothesis
is rejected which means intergovernmentalism, in this case, could not actualise
institutionalism. So, this empirical study could not disprove the Realistic point
of view that says institutions are just a mirror of power distribution.

Nord Stream: East versus West
Nord Stream was one of the most disputable energy transition projects in Europe
(Vaughan 2019). Countries in Eastern Europe were highly dependent on Russia’s
oil and gas, while Russia depended on them to transit gas to its customers in
Western Europe. After the commissioning of this project, Russia would not need
their land for the transition and this mutual interdependency would grow into a
unilateral dependency on behalf of Russia. This was the main reason that these
countries disagreed with the project. For the first line, the EU had not expressed
opposition at first, saying that it benefited Europe by increasing the volume of
gas importation to the EU (Szul 2011: 59). For the second line, the Commission’s
first assessment was that it was only related to countries located alongside the
line, but after some objections, Brussels had to rethink its position (Keating 2017).
This assessment was contradictory to their assessment of the South Stream as
they announced that the South Stream pipeline was against the EU laws and must
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be stopped. South Stream could have possibly made Italy the energy hub in the
Mediterranean. But by the construction of this new line, the whole of Western
Europe would become dependent on the German route (Maio 2019).

With the rising tension between Russia and Europe in the aftermath of the
Ukrainian crisis in 2014, a growing number of countries started to voice their
concerns about Nord Stream. Ukraine’s transit income was equal to its whole
defence budget (Brzozowski 2018). So, by the weaponisation of gas export, Russia
was able to strip Ukraine of its defence money. On the other side of the dispute
was Germany, a powerful member of the EU whose clout was even enhanced after
the Ukrainian crisis. Germany was not significant in terms of its military power or
natural resources (Siddi 2018a: 4). Its military budget ranked third among MSs in
2014 (Perlo-Freeman et al. 2015: 2). However, its economy was stronger than other
members, and since the military solutions for the Ukrainian crisis had been opted
out from the beginning, Germany’s military rank barely hurt its hegemonic influ-
ence (Siddi 2018a: 2). Table 2 displays Germany’s superior economy at that time,
compared to the most powerful EU members in 2019.

Table 2: GDP ranking among the five biggest economies of the EU

Country GDP Nominal 2019 (in million US$)
Germany 3,845,630

United Kingdom 2,827,110

France 2,715,520

Italy 2,001,240

Spain 1,394,120

Source: World Bank

Germany also carried considerable clout in the EU institutions. It had 96 seats
in the EU Parliament before Brexit, well above France’s 74 and the UK’s 773 seats
(European Parliament 2020). Additionally, Germany was the biggest contributor

to the EU budget (see Table 3) and this also indicated its institutional strength.

Table 3: Contribution of member states to the EU budget

Country Net Contribution to the EU Budget 2018 (in million Euro)
Germany 17,213
United Kingdom 9,770
France 7,442
Italy 6,605
The Netherlands 4,877

Source: European Commission
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To liberalise the EU energy market, the so-called Gazprom clause in the third
energy package (approved in 2009 and came into force in March 2011) introduced
some restrictions on ownership and gave discretion to the member states to decide
whether a given case was a security threat or not (Goldthau & Sitter 2014: 1464).
Moreover, to separate ownership and operation, the ‘unbundling’ clause forced
the pipeline owners to let other gas providers use their pipelines. The goal was
to prevent the creation of a monopoly by the owners (Szul 2011: 63). But it may
have doubted the economic feasibility of projects (EuropeanCEO 2019). This law
restricted Gazprom’s opportunities for investment in Europe’s energy market
(Maio 20106: 3).

With this background information, the process tracing develops through the
following steps.

a) Hypotheses: the second hypothesis is that supranationalism can uphold
institutionalism.

b) Timeline: in 2012, the Commission suspected that Gazprom breached EU
laws on competition. So it started an investigation into Gazprom activities (Siddi
2018b: 1505). In 2015, the Commission raised its objection to Gazprom based on
three anti-competitive practices: first, the destination clause in Gazprom’s con-
tracts with European countries prevented them from re-exporting purchased
gas to other countries; second, price discrimination which helped Russia pursue
its ‘divide and rule’ policy; and third, Russia forced Poland and Bulgaria to par-
ticipate in the South Stream project and to give up control of their investment
in Yamal-Europe pipeline, otherwise they would be cut off from the gas supply
(Siddi 2018b: 15065). At first, Russia disdained the Commission’s regulations, but
when the Commission threatened to fine Gazprom 10 percent of its yearly income,
they had no choice but to take it seriously and they started negotiations with the
Commission (Siddi 2018b: 1565-1560).

In September 2015, a few months after a group of Western European companies
signed an agreement with Gazprom to develop the Nord Stream project, ten East-
ern European countries sent a letter to the Commission and complained about
Western European countries’ negligence over other MSs’ interests. They asked the
Commission to discuss the problem at the EU level (Deutsche Welle 2015). In 2017,
the Commission passed a new law to make the third energy package applicable to
the European parts of the pipelines (European Commission 2017). Germany tried
to block the decision by the rule of blocking minority in the Council (Euronews
2019). To that end, it needed a number of countries that amounted to 35 percent
of the EU population. Member states from Nordic, Baltic and Eastern Europe did
not follow suit, and Italy and Spain did not support Germany (Euronews 2019),
probably for their resentment over the cancellation of the South Stream. This
made France’s cooperation very important because France was an old ally that
had the third-largest population in the Union (Worldometers 2019). Without
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France, Germany had only votes from the Netherlands, Belgium, Austria, Bulgaria
and Hungry (all countries that benefited from the project), which altogether held
only 27 percent of the population in the block (Bershidsky 2019).

At first, France, like Spain and Italy, decided to stay neutral. But later, on 5
February 2019, it expressed that the Commission directive must be implemented
(Johnson 2019). This was a huge blow to Germany (Irish & Rinke 2019). Heretofore
Germany could disregard criticism, but after France’s turnabout, it was no longer
possible (Shelton 2019). Surprisingly, three days later, the two countries came to a
compromise in which Germany accepted the Commission’s directive, and instead, it
would reserve the right of oversight of the directive.s However, Germany’s oversight
was not completely arbitrary. First, its oversight should not have been ‘detrimental
to competition in the EU’, and second, whenever it led to disagreement between
Germany and the Commission, the Commission would overrule (European Parlia-
ment 2019). Before that, the oversight was at the EU’s discretion, and France had
supported that idea (France 24 News Agency 2019). On 6 February, one day after
France stopped Germany from building a blocking minority, the two countries made
a compromise on the EU copyright reform. It is said that France probably used this
issue as a bargaining chip to extract concessions on some other issues in the EU,
like the common Eurozone budget and debt system (Keating 2019).

Finally, on 12 February, representatives of the Commission, the Parliament and
member states signed a deal based on the Germany-France compromise. On 4 April,
the EU Parliament approved the deal to become law (Pressroom 2019). Then it was
published in the EU’s Official Journal and entered into force 20 days later. Member
states had nine months to incorporate it into their national law (EU Parliament
2019). This law keeps the flow of gas through Ukraine unchanged (Vaughan 2019).
Thus Gazprom filed a lawsuit against the EU executive body at the European Court
of Justice (ECJ) in October 2019 (Istrate 2019) and Russia brought the issue to the
World Trade Organisation (Shelton 2019). Germany first claimed that the issue was
not related to the EU, and that national governments must decide on it (Keating
2019), but later, its chancellor, Angela Merkel, said that Nord Stream should not
leave Ukraine ‘in the lurch’ (Johnson 2018).

Like the case of Falkland, it is worth exploring the US reactions to the Nord
Stream dispute and comparing it with other players (Martin 1992). Both Barack
Obama and Donald Trump spoke against Nord Stream, although in the Trump
administration, the opposition gained stronger momentum. In Stockholm on 25
August 20106, then Vice President Joe Biden asserted that Nord Stream was a bad deal
(Reuters 2016). One official in Obama’s administration also claimed that the Nord
Stream just like Brexit weakens Europe (Crisp 2016). Germany and its ambassador

5 The exact wording of the compromise was that oversight comes from the ‘territory
and territorial sea of the member state where the first interconnection point is lo-
cated’ ( Deutsche Welle 2019).
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in Washington resented such statements and exclaimed that the Nord Stream was a
European matter which must be decided by Europeans (Gurzu & Schatz 20106). This
rhetoric grew bitter in the Trump era. On 17 May, Trump announced that ending
Nord Stream 2 was one of the conditions to make a trade deal with Europe. The
heaviest criticism, however, was expressed in the meeting with NATO Secretary-
General Jens Stoltenberg on 11 July 2018, in which Donald Trump called Germany
‘captive to Russia’ (Gotev 2018). The pressure gradually increased to higher levels
such as threatening to impose sanctions. On 12 July 2019, Trump, in a meeting with
Poland’s president in the White House, threatened to impose sanctions on the Nord
Stream (Holland & Gardner 2018). That threat became reality on 1 August 2009
when the US imposed sanctions on the European companies involved in the Nord
Stream 2 project (Aljazeera 2019).

¢) Causal graph: Figure 4 is the causal graph based on the above-mentioned

timeline.

Figure 4: Construct a causal graph for the Commission Challenging Germany (step 3)
The Corfnmission’s su.p.ranatim‘.al Top-bottom rule- Issue linkage and
nature with QMV decision-making setting mechanism information sharing
procedure

\ 4

Members’ Avoid decision
compliance blocking

Source: Authors

d) Alternative choices:

1. Germany might be a benign hegemon who willingly preferred the security
concerns of Eastern Europe to its own interests.

2. The directive was not so important for Germany’s energy security.

3. It was France who managed to stop Germany through its bilateral rela-

tions and a favourable balance of power.
e) Alternative counterfactual outcomes:
1. Germany’s resistance was not serious.

2. The directive would not pose any significant threat to Germany’s energy
security.
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3. Any other powerful country, no matter inside or outside the EU, could
have produced the same result.

f) Evidence that invalidates counterfactual outcomes:

1. Germany seriously engaged in considerable efforts to undo the Commis-
sion’s decision by building a blocking minority in the Council. It leaves
no doubt that Germany single-mindedly was against the directive. So, the
first counterfactual outcome can be invalidated by the evidence provided
before.

2. The prolongation of the construction of the pipeline and the delay in proj-
ect commissioning, caused by the Commission’s legislation put the gas
supply to houses and industries in Germany in danger. The project was
set to be finished by the end of 2019, the year that the contract between
Ukraine and Russia was going to terminate. With Germany’s submission
to the Commission’s decision, this deadline expired. Moreover, Russia’s
complaints indicate that the directive had serious effects on the benefits
that the pipeline had for Germany’s partner, and in turn for Germany it-
self. Therefore, the second counterfactual outcome cannot be supported
by empirical evidence.

3. Long before France’s mediation, the US, which is by far more powerful,
had tried to stop Germany. The result that France produced was because
of its institutional position and voting power inside the EU institutions,
not because of its national power. The regulatory power of the Com-
mission, which made it capable of setting rules and regulations, enabled
France to play its hand. Otherwise, France could not have achieved such
aresult in just three days, and even if it could, it would be humiliating for
Germany to be stopped by another nation-state.

To sum up, all pieces of evidence that have been collected in the timeline,
rejected alternative choices and their outcomes, and therefore, the second hy-
pothesis cannot be rejected. This means that this case study disproves the realists’
point of view that institutions are ‘always’ a mirror of power distribution.

Conclusion

This study sought to answer the question of how the European Union can act
independently of power politics by restricting the ambitions of powerful members
and defending the rights and interests of smaller states. The result showed that
in the EU’s decision-making procedure, the EU Commission, by its supranational
quality and therefore, with its regulatory power, was more successful in overcom-
ing power politics, while intergovernmentalism of the Council did not prove
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to be independent of power politics. As was shown, the regulatory mechanism
of supranationalism makes issue linkage and information sharing possible and
prevents humiliating enforcement by one member upon another one. But the
compromising mechanism in intergovernmentalism creates unbearable norma-
tive entrapment that frustrates small members.

Additionally, the empirical results disproved the idea that international insti-
tutions are just a mirror of power politics. This does not mean that institutions
always matter, but it just gives a counterexample of what Realists claim is always
true. The study has other implications too. First, institutions matter even in cases
where relative gains matter, not just in cases where fear of cheating matters. In
the Commission’s directive on the Nord Stream, fear of cheating was not the
main concern, otherwise, MSs would not accept Germany’s oversight. Second,
institutions work on security domains too. Although Germany believed that the
Nord Stream ‘is a purely economic initiative’ (Rettman 2018), most MSs could
not help but consider the project as a security concern. Offshore pipelines are
twice as expensive as onshore ones (Przybylto 2019: 9). So, this project is justifiable
mainly in terms of its security benefits for Russia. Therefore, institutions matter
even in security issues. Third, the study showed that the role of institutions in
the security domain is to provide information, as Keohane maintained. In the
case of Nord Stream, when Germany implements the directive, other members
will find out how Germany interprets the directive. That is why they accepted
the directive to resolve the dispute.

To conclude, one can safely say that supranationalism is more reliable for
smaller members of the Union than their veto power in intergovernmental ar-
rangements. In the same manner, powerful members must take supranationalism
more seriously than intergovernmental negotiations. The important mechanism
that produces such an outcome is the regulatory power that comes with supra-
nationalism. Normative entrapment may seem to have an effect here too. It is
a situation in which an actor accedes to a less preferred position or plays along
just because they don’t want to be seen as the black sheep of the family (Munyi
2013: 228). Although normative entrapment could have happened in both cases
and perhaps both Germany and Lithuania were likely trapped, in Lithuania’s case,
the Council was not able to whitewash the sheep.

-
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