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less sensitive than Kazakhstan to fluctuations in trade with Moscow, but that
Russia should be able to block their competing Caspian energy initiatives
- nonetheless. , » :

Structural Power

The common claim among structural power theorists is that leverage obtains
when a preponderant state controls not only what other states do, but what they
want.!” One version ascribes this to the reverberation of a hegemon’s policies
within the domestic affairs of regional targets.'®* By its sheer. weight in
“deterritorialized” markets and political networks, a preponderant state can skew
material incentives and trigger policy adjustments from foreign targets merely
by taking unilateral action at home. Structural leverage, in the context of energy
relations, accrues from the dependence of foreign targets on the availability and
use of a leader state’s domestic energy infrastructure. Another normative variant
attributes leverage to the allure of beliefs, practices, and identities that are
constructed through political, cultural, and social interactions, independent of
balances of power or trade. Leverage is exercised in the spirit of emulation and
consent, with the hegemon setting normative standards for domestic and regional
targets alike."

Moscow’s leverage in Eurasia often is credited to structural dominance of
SCCA energy sectors. The residual Soviet pipeline network constitutes a “steel
umbilical cord” that binds SCCA energy suppliers and customers to Russia.?
Most of Kazakhstan’s oil and Turkmenistan’s gas exports tap directly into the
Russian pipeline system, placing both states at the mercy of shifts in Moscow’s
practices for regulating access to national export terminals and pipelines.?' This
presence is predicted to grow with the participation of Russian oil and gas firms
in international energy consortia. Accordingly, decisions taken by Russia to
reduce national subsidies, adjust domestic prices, reallocate pipeline access, and
reorient national energy production toward international markets are expected
to inflict energy shocks across the SCCA. Because the different SCCA leaderships
have tied national security and welfare, as well as near-term political legitimacy, -
to projected payoffs of extracting and exporting Caspian energy, they should be
increasingly responsive to shifts in Russia’s domestic energy policies.?

Institutional Strength '

A fourth cut at explaining leverage emerges from relaxing assumptions that
states have uniform preferences or governing capacities. This leads to
considerations of the independent impact that domestic political institutions have
on the practice of statecraft. Because institutions determine how specific domestic
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preferences are defined and translated into international commitments, they are
expected to determine the effectiveness of statecraft. One hypothesis attributes
international leverage to a regime’s institutional “strength” relative to domestic
legislatures and interest groups.”? Policymakers who stand above the parochial
interests and competition among societal forces — to extract, mobilize, and
employ national resources toward a specific foreign objective — can wield
significant foreign leverage. Because authoritarian regimes enjoy autonomy to
impose domestically unpopular policies, the leadership should be more effective
at channeling national capabilities directly in support of foreign objectives.
Alternatively, democratic structures provide multiple access points for
concentrated interest groups that make them distinctly prone to generating
inconsistent foreign policies. ‘“Democratic statecraft” is tempered by the related
difficulties of restricting legislative dissent and building supportive coalitions
among competing interest groups that ultimately render the efficacy of leverage
contingent upon which group prevails on a specific policy issue.* As a quasi-
democratic state, Russia’s specific influence over the ownership, extraction, and.
transportation of Caspian energy is predicted to mirror the ascendancy of
alternative domestic coalitions comprised of concentrated energy interest groups,
financial oligarchs, and independent-minded regional leaders, on the one hand;
and environmental protection lobbies, advocates of realpolitik, and “Great
Russian” nationalists, on the other.”® Periods of intense competition between
these domestic lobbies, however, should match inconsistencies in Moscow’s
leverage.

An alternate institutional argument stresses the importance of regime
“capacity,” summed up by a central leadership’s authority to monitor domestic
compliance and punish noncompliance (i.e., shirking). The degree to which
political authority is centralized and policymakers can observe the actions of
functionaries and firms determines a regime’s competence at securing
extraterritorial compliance. Those regimes that can detect and reverse the
opportunism of self-interested administrators and interest groups to promulgate
and implement coherent foreign policies are taken more seriously by target states.
Conversely, confusion in domestic decisionmaking frustrates the pursuit of
“national” objectives by raising the costs of monitoring and enforcing desired
policy implementation. Gaps in administrative oversight encourage bureaucracies
and firms to exploit advantages in information and expertise by pursuing policies
that satisfy their own narrow interests, thus crippling the coherence and credibility
of a hegemon’s statecraft.?® Suffering from rampant opportunism on the part of
competing federal branches, agencies, and local authorities, the Russian



government is expected to exert only marginal and ad hoc leverage in the Caspian
Basin, marred by contradlctory pollcm toward the ownership, extraction, and
export of the region’s energy.?’

Agenda Control and Leverage

‘The focus on agenda control predicts a different dynamic for leverage
premised on three basic assumptions. First, a central executive is both a political
representative and the principal decisionmaker in the policymaking process and,
therefore, is responsible for advancing national interests in the most efficient
manner possible.?® To influence the behavior of another state, a central executive
must convince foreign targets to sacrifice preferred policies, as well as secure
the dutiful implementation of statecraft by functionaries and interest groups at
home. Accordingly, successful leverage turns on what foreign targets will accept
and what potential domestic challengers and agents will uphold.?® Second, there
are indirect costs of compliance borne by foreign and domestic targets. By
complying, targets not only avoid the pain imposed by noncompliance but incur
the costs of forsaking desired policies. Third, a central executive can influence
the choice of behavior for targets either by reducing the costs of compliance
(i.e., making concessions more rewarding than pursuing other options) or raising
the costs of defection (penalizing insolence). The two strategies are substitutes,
as reducing the advantages of alternatives to compliance are functionally
equivalent to increasing the direct costs of noncompliance through punishment.
Both strategies are intended to encourage a target to adopt a specific policy that
it would otherwise resist. The former, however, entails dissuading defection by
strengthening the relative appeal of an imposed outcome; the latter entails raising
the direct costs of resisting it.

Given these assumptions, one can deduce a theory of agenda control that
specifies conditions under which preponderance can be used effectively to exert
leverage. All else equal, statecraft will be more successful when a central
executive can credibly and vividly reduce the economic and political costs that
target states and domestic actors bear in foregoing possible alternatives to
compliance. Successful leverage depends less on the raw power to impose or
enforce compliance, than on the indirect ability to define issues to be addressed,
initiate and order proposals for policy change, and reduce the relative appeal of
policy options that otherwise are available to foreign and domestic targets.
Possessing agenda control empowers a central executive to guide a target toward
a desired outcome by manipulating the opportunity costs of compliance without
having to reverse the behavior of targets at home or abroad.*® For example, a
state that can preempt a showdown and woo a target by making alternative
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responses less appealing, does not have to engage in costly confrontations or
compel a target to reverse its behavior. Two conditions, one international and
one domestic, are critical for determining a state’s agenda control.

At the international level, the ability to manipulate the costs of compliance
depends on the “vulnerability” of a target to the decisions made by a state that
alter the relative appeal of different policy options. It is not just “sensitivity” to
the disruption of an existing relationship, but the compensatory costs that define
one state’s dependence on another.®' In order to explain why a foreign target
adopts a certain policy consistent with the constraints imposed by another state,
we must know what difference it makes for that target to cooperate or defect,
that is, the opportunity costs of compliance. For example, the more costly it is
for a target state to secure access to new energy markets, the more vulnerable it
is to disruptions in the existing supply. Lacking alternate suppliers or markets,
target states have no choice but to acquiesce to foreign pressure. This is because
the economic future of the target state is dependent on the decisions and conditions
in the other state. Conversely, the more policy options that are readily available,
the less vulnerable a target is to outside pressure. Defiance in this context is
both viable and beneficial, notwithstanding the level of exchange with a specific
state. Thus, a necessary condition for exerting effective leverage is the “structural
vulnerability” of foreign targets to the unilateral policy choices taken by the
preponderant power.*

In the energy sector, structural vulnerability can be measured in terms of
market power. This is a function of the percentages of global imports and exports
accounted for by a state’s markets and suppliers for a specific resource. The
greater the percentage, the greater the concentration of exchange, the lower the
probability that alternate trade partners will be available, the higher the costs of
adjustment, and the greater the capacity of a state to orchestrate the material
incentives confronting foreign targets in that sector. Conversely, the lower the
percentage, the lower the concentration of exchange, the more likely opportunities
exist to diversify relations, the lower the costs of changing the terms of an existing
relationship, and the more difficult it will be for a state to manipulate a foreign
target’s behavior. All things equal, the lower the opportunity costs of compliance
for other states, the more likely a hegemon will be able to leverage its strategic
goods advantages over a weaker state.

Structural vulnerability alone does not determine the effectiveness of
leverage, however, as a national leadership faces domestic difficulties with
exploiting comparative advantages for international effect. By subverting
executive decisions or avoiding implementation of national policies, domestic
veto groups (legislatures, government bureaucracies, and private firms) may
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impose political costs on exercising foreign leverage or alter the adjustment costs
confronted by targets. Left unabated, such domestic “intrusion” into the
international bargaining process undermines the coherence and credibility of a
central executive’s statecraft.’> Therefore, a central executive must search out
mechanisms for restraining domestic challengers and strengthening administrative
control if it is to succeed at exploiting preponderance.

It follows that there is a second, domestic dimension to practicing
statecraft; a national leadership must bring divergent domestic interests into line
by independently manipulating the costs of compliance.* Given that domestic
societal interest groups derive different benefits from strategic interaction,
attempts at exercising foreign leverage are bound to affect them in different
ways. Inparticular, government agencies or interest groups that enjoy comparative
advantages, depend on foreign investments, and stand to profit from deeper
engagement with target states should possess different strategic outlooks than
do groups with little or adverse foreign exposure.** Under the circumstances, a
state’s ability to formulate and implement coherent policies depends on the
institutional capacity to coopt both the potential domestic winners and losers of
foreign policy change and to convert their stakes into support for different forms
of statecraft.

One approach to bolstering administrative control derives from the
procedural capacity to initiate policies that alter the opportunity costs of
compliance for domestic groups that could otherwise subvert the formulation
and implementation of a central executive’s statecraft. National agenda control
reflects a statesman’s administrative capacity to preempt other domestic actors
from deciding how and when to intervene in the policymaking process. This
consists of procedural rights to “stack the deck” and improve the substantive
appeal of preferred options for those domestic groups directly affected by the
exercise of state leverage before the action is taken. Accordingly, agenda control
contrasts with the reliance on costly oversight mechanisms for monitoring,
sanctioning, and overcoming domestic opportunism by resting on the discretion
to modify the relative appeal of policy alternatives so that compliance with
national objectives becomes a rewarding strategy for potential domestic
challengers.’® In the energy sector, for example, the state can indirectly induce
national firms to line up behind its coercive energy statecraft by mandating lower
energy prices at home that, in turn, create parochial incentives for national energy
suppliers to be more aggressive in protecting lucrative foreign market share. In
this case, the energy company would have strong incentive to comply with the
state’s competitive foreign policy, irrespective of the threat of extraterritorial
sanctions on deviant firm behavior.



The institutional structure of decisionmaking is critical for defining this
domestic dimension to agenda control. Key features of domestic institutions are
that — by defining the rules of the game and delegating responsibilities to
negotiate, approve, and implement foreign policies — they assign who bears the
rewards and costs of specific decisions and determine the costs of bargaining
within a policymaking process. Economic theories of property rights and agency
suggest that the most effective institutional arrangements in this regard are not
those that stipulate overall state strength or capacity, but those that concentrate
decisionmaking authority.’” A single actor with complete discretion over the
“bundle of rights” within a policymaking or regulatory process can more easily
derive the full benefits and costs of its decisions and limit the costs of delegation,
than is otherwise possible within regimes that divide decisionmaking
responsibilities among multiple actors. Where regulatory rights are concentrated
there are fewer preferences that need to be brought into line, reducing significantly
the need for costly oversight and enforcement mechanisms.

Yet, to preempt defection it is not necessary that decisional responsibilities
be concentrated. At issue is not the ability to overturn a legislative veto or reverse
the opportunism of domestic agents; rather what matters for agenda control is
the ability to lower the opportunity costs of compliance. The premium here is
placed on a central executive’s capacities to anticipate the probability of a veto
and to initiate policies that alter the substantive appeal of compliance in order to
discourage, not prevent, defection. To do so depends, perhaps above all, on the
clarity by which decisional authorities are delineated within a policymaking
process.

From a central executive’s perspective, the beauty of domestic institutions
that clearly delineate decisionmaking authority lies in their subtlety. Possessing
discrete responsibilities, domestic administrators and interest groups must bear
the explicit costs and benefits of their behavior. As such, their policy preferences
are more transparent, thus making it easier for policymakers to identify potential
allies and adversaries, understand the implications of slight differences in the
cost of alternative policy options, and target policies accordingly. This clarity of
responsibility obviates the need to bludgeon societal interest groups into strict
conformity via costly sanctioning mechanisms and opens up avenues for indirectly
inducing domestic compliance. A central executive, for example, does not need
to exercise direct control over the decisionmaking of domestic energy companies
that might otherwise have strong preferences for dealing independently with
foreign governments. Instead, a central executive can use exclusive discretion
to modify the appeal of specific policy options so that companies and bureaucrats
favor compliance with the state’s diplomacy. By tapping exclusive authority to
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alter energy supplies, prices, export duties, or pipeline access at home, a central
executive can affect the appeal of engaging in energy markets and projects abroad
for the same domestic firms. Vested with clear and exclusive discretion to initiate
policies on a specific issue, a central executive can manipulate proposals to
discourage domestic noncompliance in the first place.’® Therefore, the more
transparent and exclusive is a central executive’s procedural authority to initiate-
policy change, the more discretion the leadership should have to manipulate
substantive policy choices for domestic actors consistent with its statecraft.
Conversely, the more imprecise the allocation of policymaking authorities,
the more difficult it should be to discern discrete policy responsibilities or observe
the behavior of state administrators or private interest groups. The costs of
bargaining and the potential for domestic deviation increase as multiple domestic
actors are assigned partial and overlapping authority to formulate, amend, and
implement national policies. Redundant responsibilities shield rival claimants
from accountability for independent actions and insulate decisionmaking on
separate issues within a regulatory stream. This raises risks of opportunism on
the part of self-interested administrators and private actors. Overlapping authority
obfuscates preferences and accountability among domestic actors, making it
difficult to distinguish potential allies from adversaries on specific policy issues.
Under such conditions, procedural advantages to initiate policy change in one
area are offset by the difficulties of identifying potential challengers and curbing
their incentives to act with impunity. This, in turn, encourages domestic shirking
of national policies, thus raising the costs of organizing and channeling domestic
behavior consistent with a state’s external ambitions.” With respect to regulation
in an energy sector, policymaking opacity complicates problems of oversight
and divorces the consequences of decisions taken in one realm, such as domestic
pricing, from other considerations involving access to foreign markets and supply.
Combining the international and domestic' dimensions of a regional
hegemon’s agenda control yields three hypotheses regarding the scope of Russia’s
energy leverage. First, the more authority Russia enjoys as an agenda setter in a
particular energy sector (both at home and abroad), the more likely it will be to
influence the behavior of a foreign target. Inthe Caspian energy scenario, Moscow
should be able to dictate successfully the terms of SCCA development and export
in those energy sectors where Russia enjoys significant global market power and
the government has clearly delineated preemptive discretion to coopt key potential
domestic challengers. In the obverse, Russia should be deprived of hegemonic
leverage in those sectors where it does not possess agenda control. Russia’s
attempts at coercing or inducing regional developments should fall short precisely
on those energy issues where its smaller neighbors are not vulnerable and where
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the Kremlin lacks the authority to offset the opportunity costs of domestic
compliance. On these issues, Moscow’s leverage can be easily subverted by the
availability of alternate investors or low-cost options for transiting energy exports,
and by the unrestricted competition among domestic agents vested with
ambiguous authorities to pursue separate energy policies. Finally, where the
Russian government enjoys only partial agenda control, marked by either global
market power over the energy interests of a target state or the clear allocation of
authority and accountability in energy regulatory mechanisms at home, regional
leverage should be confined to obstructing the independent Caspian energy
initiatives of target states.

Russia’s Caspian Conundrum

In this section, I test alternative theoretical claims by comparing Moscow’s
successes and failures at bringing to heel the policies of Turkmenistan, Azerbaijan,
and Kazakhstan regarding ownership, development, and export of Caspian oil
and gas resources from 1991 to 2001. To avoid the logical trap of equating
leverage with target behavior, I examine the fit between policy preferences and
outcomes using empirical and counterfactual analysis.*’ In each case, the main
focus is on discerning the form and effectiveness of Russia’s statecraft. Evidence
for rival explanations is considered, but more emphasis is placed on observing
the impact of Russia’s agenda control on the policy choices of Caspian energy
targets, as this remains a new and untested approach. These cases not only provide
“easy” tests for traditional theories of leverage, but serve as critical probes for a
theory of agenda control, given Russia’s unambiguous and growing regional
preponderance and the respective similarities of semiauthoritarian SCCA regimes.
This is reinforced by exploring the different types of regulatory processes in the
oil and gas sectors that took shape within an otherwise weak Russian government
structure throughout the period analyzed.*! Accordingly, evidence of variation
in Russia’s leverage across these similar cases should strongly support the
hypothesis for agenda control.

Before proceeding, however, it should be clear that variation in Moscow’s
energy leverage cannot be attributed to a lack of interest or effort. Policymakers
and strategists from across the Russian political spectrum were in rare agreement
over the strategic importance of protecting the nation’s “special interests” and
dictating the course of energy policies in the Caspian Basin. Notwithstanding
fluctuations in world energy prices or doubts about the actual quantity of
petroleum reserves in the region, control of the Caspian energy sweepstakes was
jealously guarded by Moscow to arrest “geopolitical pluralism” along Russia’s
southern periphery and to preserve its great power status.*
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accessing and exporting Caspian gas. As reflected by this mixed strategy, Astana’s
Caspian policies were subjected to both the strengths and weaknesses of Russia’s
regional energy leverage.

The inconsistencies of Russia’s leverage in this one case contradict static
predictions generated by realist, asymmetric interdependence, and structural
power theories. Despite obvious strategic and geographic disadvantages, as
well as maintaining the highest sensitivity of trade with Moscow among SCCA
states, Kazakhstan exercised considerable freedom to search out Caspian oil
routes that circumvented Russia. Given that ethnic Russians comprised nearly
35 percent of the population and remained geographically concentrated in
Kazakhstan, this also should have constituted an unambiguous case for Russia’s
structural power. Yet Moscow’s leverage varied, notwithstanding Astana’s
persistent vulnerability to Russian irredentism. In particular, the pinch of Russia’s
normative projections and political geography was tempered by Kazakhstan’s
dual identity as both a homeland for Kazakhs and a multinational republic.”
Moreover, as discussed below, vulnerability to Russia’s structural leverage varied
across the oil and gas sectors, despite Astana’s uniform dependence on the Russian
pipeline infrastructure for pumping energy to consumers and refineries or
processing centers both inside and outside the country.

From an agenda control perspective, variation in Russia’s leverage over
Kazakhstan is less enigmatic. Russia’s structural presence in the gas sector
effectively foreclosed options for Kazakhstan. One of the paradoxes of the Soviet
legacy was that Kazakhstan, despite its huge gas reserves, was left structurally
dependent on Russia for both imports and exports. Gas production, which was
concentrated in west Kazakhstan, was not connected to populated consuming
areas in the southeast and industrial north. Rather, there were two separate
pipelines that distributed gas to domestic customers but that were disconnected
from Astana’s production, processing, and export capacities. Accordingly,
Kazakhstan’s gas production in the west was exported to Russia’s Orenburg
plant for refining and re-export, leaving Astana in the position of importing
roughly 40 percent of its gas consumption, with the bulk of it coming back from
Russia. Moreover, the prospects for developing indigenous gas processing
facilities and alternative main domestic and export pipelines that bypass Russia
(en route to markets in China, Turkey, and Europe) remained long-term
propositions.®

In an effort to prolong this situation and postpone indefinitely the commercial
feasibility of these alternative projects, Moscow aggressively solicited Chinese
and Japanese groups to invest in the development and export of Russian gas
reserves, as opposed to projects in the Caspian Basin. These offers were more
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