Actanos K. JI. u np. Crpareruueckue NpuOPHUTETHI... GTPATEI-MPDBAI'IME:

https://doi.org/10.21603/2782-2435-2025-5-4-543-559 TEOPUA U NTPAKTUKA
2025. Tom 5. Ne 4

Original article
Strategic priorities of Russian oil companies in challenging
business environment

Kirill L. Astapov', Jin Xin"?

lLomonosov Moscow State University, Moscow, Russia

*The Department of the Economic and Financial Strategy Moscow School of Economics, Moscow, Russia
1Asth@mail.ru; https://orcid.org/0000-0003-4766-4421

’m13196987293@163.com

Abstract: Many Russian energy companies, including the PJSC Oil Company “Rosneft”, faced sanctions
pressure, which required to upgrade their strategies based on combining traditional mechanisms in the volatile
oil market and new long-term strategic principles in emergency periods. Developing a strategy is quite
challenging in a changing environment, when the company competitive advantages are under pressure not
only due to market factors, but also due to the introduction of sanctions with the aim to limit access to certain
markets, primarily European, the introduction of price caps and increased transaction costs. Various sanctions,
including the expansion of the SDN and SSI lists, and their impact on the Russian economy are considered.
Additional restrictions, for example, connected with climate change and fossil fuel limitations, create additional
pressure for oil business and require updating strategies. Nevertheless, the Russian companies and “Rosneft”,
in particular, could apply different adaptive strategies, market diversification, reorientation of their exports
to new regions through new logistical channels, rely on settlements and investments nominated in national
currencies, as well as new innovative financial instruments, strengthening government support to maintain
production, and substitute Western technologies with national or alternatives solutions. It is important for
“Rosneft” to invest in expanding resources base through exploration of new oil fields, mergers and acquisitions
with other companies inside Russia, like the deal with JSOC “Bashneft”, as well as in other friendly countries,
to propose new premium products on internal markets. But it is essential to create additional flexibility (options)
for production volume for the global market, where the demand is influenced by sanctions. So, the investment
activity in emergency and sanction periods should be more agile, supporting an organic growth for internal
market and at the same time increasing possibilities to change supply (including decrease) for the international
market. The trends analyses, OTSW framework, econometric model to confirm correlation between EBITDA
of “Rosneft” with the Global Political Risk Index, oil prices, and other variables, demonstrate that “Rosneft”
has an agile strategy, allowing the company to overcome challenges, be flexible and at the same time consistent
with its long-term corporate goals.
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AHHoTanmsi: MHOTHE poccuiickue sHepreTnueckue kommnanuu, Bkiarodas [IAO HK «PocHe1b», cTonknymch
C CAaHKIIMOHHBIM JIaBJICHHEM, KOTOpOE IMOTPeOOBaIO OT KOMITAHWUH CYIIECTBEHHBIX KOPPEKTHPOBOK CTPATETHIA,
HCXOJIS U3 TPAJAUIMOHHBIX TIOIXO/I0B IS BOJIATUIILHOTO HE()TSHOTO PHIHKA U HOBBIX JIOJITOCPOYHBIX MPUHIIUTIOB
CTPATErHYeCKOTO pearupoBaHus Ype3BhIYalHBIX IEPUOIOB. Pa3zpaboTka cTpareruu — JOBOJIBHO CIOXKHAS 33/1a9a
B MEHSIOIMXCS YCIOBUAX, KOIId KOHKYPEHTHBIE PEUMYILIECTBA KOMITAHUY HAXOAATCS IO JABIEHUEM HE TOJIBKO
W3-3a PHIHOYHBIX (haKTOPOB, HO U U3-32 BBEICHMUS CAHKIMH C LIETIbI0 OTPaHHYEHHS JOCTYTA Ha HEKOTOPbIE PHIHKHY,
BBEJICHUSI IIOTOJIKA LIEH U YBEJIWYCHUS TPAH3aKIMOHHBIX U3JEepPKeK. PaccMaTpuBaInCch pa3auyHble CAaHKIUU,
BKJIIOYas pacmupenue cnuckoB SDN u SSI, u ux BimstHUE Ha POCCHUCKYIO SKOHOMUKY. JloTIOTHUTEIBHEIE
OTrpaHHYEHMs, HApUMED, CBSI3aHHBIE C HI3MEHEHHEM KJIMMaTa U OTpaHU4YeHHUIMHU Ha UCTIOIb30BaHNE HCKOTIae-
MOTO TOTLITNBA, CO3JJAI0T JIOTIOTHUTEBHOE AaBlIieHHEe Ha He(PTsAHO OM3HEC U TPeOYIOT IIepecMOTpPa OTPACIIEBBIX
1 KOPIOPATUBHBIX CTpaTeruii. Poccuiickne KoMIaHuH, U B 9aCTHOCTH «POCHE(THY, MPUMEHSIIOT pa3IuIHbIC
a/IalTHBHBIE CTPATEruu: MOTYT AUBEPCU(UIIMPOBATH PHIHKH, IIEPEOPUEHTHPOBATH IKCIIOPT B HOBBIE PETHOHBI
Yyepe3 HOBBIE JTIOTMCTUYECKUE KaHaJIbl, HCIIOJIb30BATh HALIMOHAIBHBIE BAJIIOTHI, @ TAK)KE HA HOBbIE HHHOBAI[UOH-
HbIe (MHAHCOBBIE HHCTPYMEHTHI [T pPACUETOB ¥ HHBECTHIINH, PACCUNTHIBATh HAa TOCYAaPCTBEHHYIO MTOIACPIKKY
JUTSL TIOJICPKAHUS IPOU3BOICTBA U 3aMEHBI 3aaIHBIX TEXHOJIOTUM HAIIMOHATBLHBIMU W allbTePHATUBHBIMU
BapuanTamu. s «PocHepTH» BaXKHO MHBECTUPOBATH B PaCITUPEHIE PECYPCHOM 0a3bl 3a CHeT pa3BeKH HOBBIX
HEQTSHBIX MECTOPOXKICHHH, B CJIMSIHUE ¥ TIONIOLICHUE C IPYTMMH KOMIAHUAMH BHYTpY Poccuu U B IpyTrux Apy-
JKECTBEHHBIX CTPaHaX, a TAKXKE MpejiaraTh IpeMuaibHble MPOAYKTH HA BHYTPEHHUX phIHKAX. [Ipu 3TOM BakHO
00eCIeunTh TOTIOTHATENBHYIO THOKOCTD (OTIIMOH) 00BEMOB ITPOM3BOICTBA /IS MUPOBOTO PHIHKA, TIOCKOIIBKY
CIPOC B OMPEEICHHON Mepe MoABEpKeH CaHKIUAM. TakuM 06pa3oM, HHBECTUIIMOHHASI aKTHBHOCTH B UPE3BbI-
YaiHbIC MIEPUOJILI M B YCIOBUSAX CAHKIIMU JTOJKHA OBITh aIalTUBHOM, MTOJICPKUBAs OPraHUYHBIA POCT 00BEMOB
ITPOM3BOJICTBA JIIsI BHYTPEHHETO PhIHKA U 00eCIIeunBas B TO K€ BPEMs BO3MOXKHOCTh U3MEHEHWSI (B TOM UHCIIE
COKpAIICHHMs) TIPEITIOKEHUS IJIST MEKTyHApOAHOTO phIiHKa. AHanm3 TeHnaeHuit, OTSW, sxoHoMeTpuueckas
MOJIEJTb C TIEITBI0 ONpeAeTICHHs Koppessauuu Mexy nokazaresneM EBITDA «PocHedTi» u rimobanbHBIM UHICK-
COM TIOJINTUYECKUX PUCKOB, IIEHaMH Ha He(PThb M APYTUMH NEPEMEHHBIMU IEMOHCTPHUPYET, 9To «PocHepTH»
MIPUIEP’KMBAETCS aJJaTUBHOM CTpaTernu, KOTopasi MO3BOJIsIET KOMITAHUH MTPE0I0JIEBAaTh TPYAHOCTH, COXPaHs
THOKOCTb, U B TO K€ BPEMsI COOTBETCTBOBATH JOJITOCPOYHBIM KOPIIOPATUBHBIM IIEIISIM.

KuaroueBble cjioBa: cTpaTerus, CAaHKIAA, He(PTSHAS MPOMBIIIUIEHHOCTH, POCHE(pTh, pacueTs! B HAITMOHATBHBIX
BaJIIOTaX, CIUSHUS U MOTIIOMIEHUS

HurupoBanue: AcraroB K. JI., Cuns L. Ctparernueckrne IpHOPUTETHI POCCUHCKAX HE(DTSIHBIX KOMIIaHHHA
B CJIOKHBIX BHEIIHHX ycioBusx // CtparerupoBanue: Teopus u npakrtuka. 2025. T. 5. Ne 4. C. 543-559.
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INTRODUCTION

COVID-2019 and geopolitical conflicts, including
those in the Ukraine and Israel, substantially changed
the global economy trajectory. The climate policy
and new regulations are redistributing financial flows,
so the fossil fuel industry is under pressure globally'.
The information society and new innovative business
models turned to be more agile to most shocks, when-
ever traditional industries, including the oil industry,
which require long-term investments, become more
vulnerable to new challenges. Russian oil companies
are facing double challenges due to a high volatility
on commodities markets, more strict global climate
and environmental regulation, unilateral restriction
measures, some of which started in 2014 strengthened
after 2022.

An oil market is quite specific, with low elasticity of
oil prices, because the oil demand and supply are mostly
determined by the macroeconomic dynamics. Political
factors, including sanctions against large oil producers,
logistics, investment, and settlements, access to tech-
nologies are quite important for the global oil market.
Strategy for emergency periods can be applied after 2022,
because focused and deliberate sanctions on Russian oil
industry were imposed by Western countries™”.

Some shocks, including sanctions on financial
markets, were partly overcome by coordinated fiscal
and monetary responses from the Russian Government
and the Bank of Russia, which were based on financial
stability principles. On the microeconomic level, many
companies respond by creating new logistic channels,

' COP28 Agreement Signals “Beginning of the End” of the Fossil Fuel Era. United Nations Climate Change. URL: https://unfccc.int/news/cop28-
agreement-signals-beginning-of-the-end-of-the-fossil-fuel-era (accessed: 18.08.2025).

> Kvint VL. Strategizing: Theory and practice. Collection of selected research articles and proceedings of the Eighth International Research-to-practice
Conference. Volume XVI. Moscow Strategic Universitarium. Moscow: Lomonosov Moscow State University; 2025. 436 p. https://elibrary.ru/MDNYNQ
3 Albin IN. Strategic challenges and threats of emergency periods, their negative impact on economic sustainability and quality of life. Russian Journal
of Industrial Economics. 2024;17(2):138-145. (In Russ.) https://doi.org/10.17073/2072-1633-2024-2-1300
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modifying clients’ base, searching new ways of set-
tlements and investments, and applying technologies
from different countries.

Anyway, the economic recovery in the sanctions
period is quite difficult, it requires searching the inno-
vative strategic initiatives on the microeconomic level,
such as agile strategies and new forms of interna-
tional cooperation, while relying on the support from
a national government.

A wave of unilateral restriction sanctions, notably
from the United States, the European Union, and their
allies, was targeting the Russian energy sector, the finan-
cial system, and technological access. These sanctions
were designed not to destabilize global markets but
to apply a sustained pressure on Russia and its strategic
industries. For many state-owned energy companies
like the oil company “Rosneft” unilateral measures
require a long-term, structural response, different from
traditional strategic initiatives for recovering from
business cycles and market external shocks, including
the COVID-2019 period.

Economic sanctions are tools used by international
actors to constrain or change the target states behavior,
often involving a combination of goals, such as pun-
ishment, deterrence or signaling’. Their effects vary
significantly depending on who imposes sanctions,
the sectors targeted, and the degree of the third-party
cooperation or resistance. In the case of “Rosneft”,
sanctions influenced logistic channels and finance,
including settlements and insurance, the established
oil price cap (price ceiling), restricted access to global
capital markets, stopped technological cooperation,
particularly in the Arctic region, disrupting long-stand-
ing partnerships with the Western firms, such as BP,
Exxon Mobil, and Shell.

Despite external challenges and unilateral restric-
tion measures, “Rosneft” has the agile corporate strat-

https://doi.org/10.21603/2782-2435-2025-5-4-543-559

egy, a long-term vision, reasonable financial prior-
ities, and partly relies on the government support.
So, the company implemented a range of strategic
initiatives for overcoming the crisis: the market repo-
sitioning, orientation to the non-Western markets
(notably China and India), a more flexible trading
on commodity exchanges, reinforcing the ties with state
banks and sovereign funds from friendly countries,
increasing domestic R&D investment to substitute
Western technologies, and pursuing mergers and acqui-
sitions, such as the partial acquisition of “Bashneft”
in 2016 in order to consolidate the resource base. These
strategic moves reflect a broader national shift toward
economic independence and strategic resilience, as was
argued in the works by V.L. Kvint’, L.V. Novikova6’7,
K.L. Astapov’, and others.

We should also consider, which strategic initiatives
were implemented by transnational energy companies
during the crises and emergency periods. For instance,
during the COVID-19 pandemic or oil crises, the major
oil firms like Saudi “Aramco”, BP, and “Chevron” un-
dertook cost-cutting, postponed upstream invest-
ments, and restructured capital allocations. Yet, these
responses were typically short-term, aimed at sur-
viving the demand shocks, not the long-term chal-
lenges. On the other side, these companies are opti-
mizing their processes and diversifying their activity
in the medium term because of new climate and envi-
ronment regulations.

The current geopolitical context surrounding the
Russia—Ukraine conflict and unilateral restriction
measures should be considered as not the only tem-
porary external shock for the Russian oil sector and
“Rosneft”, but as a systemic challenge, which is sophis-
tically managed for a prolonged strategic confron-
tation to deteriorate the national energy security,
corporate strategy, and global market dynamics’,

+ Giumelli F. Coercing, Constraining and Signalling: Explaining UN and EU Sanctions After the Cold War. Colchester: ECPR Press; 2011. 226 p.

s Kvint VL. Strategizing: Theory and practice...
¢ The same.

7 Kvint VL, Novikova IV, Alimuradov MK, Sasaev NI. Strategizing the national economy during a period of burgeoning technological sovereignty.
Administrative Consulting. 2022;(9):57-67. (In Russ.) https://doi.org/10.22394/1726-1139-2022-9-57-67
¢ Astapov KL. Russian financial market development strategic initiatives under sanctions and in the aftertime. The world of new economy. 2022;16(4):99—

112. https://doi.org/10.26794/2220-6469-2022-16-4-99-112

° International Energy Agency (IEA). Russia’s War on Ukraine. Topics. 2024. URL: https://www.iea.org/topics/russias-war-on-ukraine (accessed: 18.08.2025).
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which definitely require a wide range of strategic
initiatives from “Rosneft”, and the Russian govern-
ment. In emergency periods and especially during
sanctions, it is essential to create the additional flex-
ibility (options) of production volume for the glob-
al market, where the demand might be influenced
by sanctions.

STUDY OBJECTS AND METHODS
This study applies the strategizing methodology by Aca-
demician Vladimir L. Kvint, trends analyses, OTSW
frameworks'”, and other methods, principles of strategic
theories and researches by M.E. Porter'', C.K. Prahalad
and G. Hamel"”, A. Toffler”’, R.M. Grant", the insti-
tutional and evolutionary theory, J.A. Schumpeterls,
R.R. Nelson and Winter S.G.lé, D. Friedman”, a geo-
political risk theory', the financial market and real
options theory", strategizing in emergency periods™'
to assess the industry perspectives. Additionally,
the US legislation on sanctions was analyzed in order
to validate some qualitative strategic initiatives for
the Russian energy sector. The econometric model
was applied to valuate the sanctions on “Rosneft”
financial performance.

The aim of the article is to formulate strategic priori-
ties for the Russian oil sector and “Rosneft” for different
time periods in emergency situations under sanctions.
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RESULTS AND DISCUSSION
A geopolitical instability is considered a state of contin-
ued uncertainty and chaos in the international political
environment, usually resulting from the factors (con-
flicts between countries, wars, regime changes, territori-
al disputes, international sanctionszz). We should differen-
tiate the political instability and BANI circumstances.
BANI is a concept of a brittle fast changing modern world
due to transformations in society, markets, econom-
ics, and technologies, including AI”’. Political instability
and risks are associated with political, military economic,
and other conflicts, and it might be the result of a targeted
policy. Economic sanctions refer to the limitations
imposed on economic activities by some international
actors against other actors, aimed at influencing their
behavior, limit specific actions, accomplish strategic
objectives, or pursue several goals at once. Target ac-
tors could be the regional or country level, sectors
of economy, the list of companies and people. The impact
of sanctions depends on a range of factors, such as who
imposes them, who is targeted, the nature and extent
of the restrictions, and the involvement of other states™.
The role of economic sanctions in influencing target
economies has been widely analyzed from a macro-
economic perspective with the emphasis on assess-
ing economic costs and benefits for both sanctioned

25,26,27

and sanctioning countries . The major global

1o Kvint VL. The global emerging market: Strategic management and economics. NY: Routledge; 2009, 488 p. https://doi.org/10.4324/9780203882917
' Porter ME. The five competitive forces that shape strategy. Harvard Business Review. 2008;86(1):78-93.
12 Prahalad CK, Hamel G. The core competence of the corporation. Harvard Bisuness Review. 1990:14.

13 Toffler A. Future Shock. NY: Random House; 1970. 198 p.

4 Grant RM. Contemporary strategy analysis: Text and cases edition. Chichester: John Wiley & Sons; 2016. 776 p.
15 Schumpeter JA. The theory of economic development: An inquiry into profits, capital, credit, interest, and the business cycle. Cambridge: Harvard

University Press; 2011. 244 p.

¢ Nelson RR, Winter SG. An evolutionary theory of economic change. Cambridge: The Belknap Press of Harvard University Press; 1982. 452 p.
17 Friedman D. Evolutionary economics goes mainstream: A review of the theory of learning in games. Journal of Evolutionary Economics. 1998;8:423—

432. https://doi.org/10.1007/s001910050071

18 Caldara D, Iacoviello M. Measuring geopolitical risk. American Economic Review. 2022;112(4):1194-1225. https://doi.org/10.1257/aer.20191823
1 Black F, Scholes M. The pricing of options and corporate liabilities. Journal of Political Economy. 1973;81(3):637—654. https://doi.org/10.1086/260062

2 Kvint VL. Strategizing: Theory and practice...
2t Albin IN. Strategic challenges and threats...
2 Giumelli F. Coercing, Constraining and Signalling...

» Sridharan MA. BANI — How to make sense of a chaotic world? Think in Sights. URL: https://thinkinsights.net/leadership/bani (accessed: 18.08.2025).

% Giumelli F. Coercing, Constraining and Signalling...

> Hufbauer GC, Schott JJ, Eliott KA, Oegg B. Economic sanctions reconsidered. 3rd ed. Washington: The Peterson Institute for International Economics;

2007. P. 234.

%6 Su CW, Qin M, Tao R, Moldovan NC. Is oil political? From the perspective of geopolitical risk. Defense and Peace Economics. 2019;32(4):451-467.

https://doi.org/10.1080/10242694.2019.1708562

7 Mitsas S, Golitsis P, Khudoykulov K. Investigating the impact of geopolitical risks on the commodity futures. Cogent Economics and Finance.

2022;10(1):2049477. https://doi.org/10.1080/23322039.2022.2049477
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oil crises have been strongly influenced by geo-
political factors™.

A geopolitical risk significantly increases prices
of commodities like oil, gold, platinum, and silver,
because geopolitical events often disrupt the sup-
ply. Rising geopolitical risks suppress the financial
development, negatively affecting the credit market,
corporate investments, consumer confidence, money
supply, and capital flows™.

We would like to mention, that the role of sanc-
tions and instability has been considered not only
from the theoretical, but also pragmatic view during
the Fourth International Conference on Financing for
Development (Sevilla, Spain, 30 June-3 July 2025),
which recommended to consider the use of the mul-
tidimensional vulnerability index as a complement
to their existing practices and policies, to inform their
development cooperation policies and practices’™.

From the legal point of view in the USA, the Public
Law 115-44 “Countering America’s Adversaries
through Sanctions Act” (CAATSA) was approved
on August 2, 2017, it became one of the legal basements
for American sanctions against Russian companies.
Other sanction instruments include the Specially
Designated Nationals and Blocked Persons List (SDN),
the Sectoral Sanctions Identifications List (SSI),
the List of Foreign Financial Institutions’'.

After 2014, just a few state-owned Russian banks
were included in SDN list, they had to stop their oper-
ations in US dollars and escaped from the foreign mar-
kets, or their assets would be blocked in the USA.
Nowadays, many Russian banks are included in the
SDN list. Practically all Russian banks are discon-
nected from SWIFT, which makes transnational settle-
ments in US dollars very difficult, inconvenient, long,

https://doi.org/10.21603/2782-2435-2025-5-4-543-559

expensive, and unsafe. The Office of Foreign Assets
Control (OFAC) of the US Department of the Treasury
also could issue some licenses for authorizing certain
activities with some companies.

Potential risks of the sanction influence on the export
revenue and profits of the Russian oil sector are consid-
ered substantial in future. The hypothesis of the nega-
tive sanctions effect on “Rosneft” for 2014-2023 will
be tested in the econometric research.

The oil and gas sector plays a leading role in the eco-
nomic development of Russia, as its share in federal
budget revenues has been stable over the past ten
years, being in the range of 40-50%". “Rosneft”
is the Russia’s largest state-owned oil company. It has
risen rapidly with the government support, and became
a major global oil producer after acquiring some
assets. It actively promotes the sustainable develop-
ment agenda”, plays a key role in the energy diplo-
macy, establishes a long-term cooperation with China,
India, and other countries, and promotes the shift
of the Russia’s energy policy toward Asia. According
to Academician Aleksandr D. Nekipelov, “Rosneft”
assets are strategically important, and the government
should not relinquish its controlling stake based solely
on the market-oriented reasoning. He emphasized that
the role of the public sector should not be dismissed
in abstract terms; instead, the state should make such
decisions on the basis of concrete strategic considera-
tions’". This position confirms its strategic importance
in a long term.

A series of sanctions on the Russian energy industry
by the United States and the European Union included
financial restrictions (prohibiting a long term debt
financing), and technology embargoes (prohibiting
the export of deepwater, Arctic and shale oil develop-

% Su CW, Qin M, Tao R, Moldovan NC. Is oil political...

» Lu Z, Gozgor G, Huang M, Lau CKM. The impact of geopolitical risks on financial development: Evidence from emerging markets. Journal
of Competitiveness. 2020;12(1):93-107. https://doi.org/10.7441/j0c.2020.01.06

30 4th International Conference on Financing for Development. United Nations. URL: https:/financing.desa.un.org/ffd4 (accessed: 18.08.2025).

3! Sanctions List Search. OFAC. URL: https://sanctionssearch.ofac.treas.gov/ (accessed: 18.08.2025).

32 Borodin A, Panaedova G, Ilyina I, Harputlu M, Kiseleva N. Overview of the Russian oil and petroleum products market in crisis conditions: Economic
aspects, technology and problems. Energies. 2023;16(4):1614. https://doi.org/10.3390/en16041614

3 QOverland I, Poussenkova N. Rosneft: Lord of the rings. Russian Oil Companies in an Evolving World. Cheltenham: Edward Elgar Publishing Limited;

2020. P. 24-58. https://doi.org/10.4337/9781788978019.00013

*# Akademik A. Nekipelov prizval vlasti ne otdavat' kontrol® v Rosnefti [Academician A. Nekipelov urged the authorities not to give control to Rosneft].
RBC Radio. URL: https://www.rbc.ru/economics/06/07/2011/5703e9519a79477633d350ac?ysclid=mejw2ir6ac289995187 (accessed: 18.08.2025).
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ment-related technologies to Russia), which affected
the Russian oil companies, especially “Rosneft” over-
seas cooperation projects. After sanctions, the Russian
companies have implemented a number of adaptive
strategies, including import substitutions, market diver-
sification, de-dollarization of finance and trade, as well
as a strengthened government support to maintain
the oil production and technological development™.
Furthermore, the scenario approach and the real option
model could be efficiently integrated in the method-
ology evaluating the effectiveness of strategic devel-
opment of the oil sector. One of the most prominent
strategic moves by “Rosneft” was the acquisition
of “Bashneft” . This M&A case is examined in details,
demonstrating how “Rosneft” utilized a state influ-
ence and asset consolidation to secure its domestic
dominance, thereby insulating itself against the foreign
economic pressure. These actions represent a delib-
erate pivot towards a domestic market consolida-
tion as a buffer against external shocks. On the other
side, such strategic move should not concentrate
on just the resources base expansion, but mostly
on the creation of a possibility for a fast growth
in future (after emergency periods). Really, during
emergency periods and sanctions, it is difficult to ex-
pand business, but we still have to create possibil-
ities (according to the option theory) for a future
growth with limited investments (postponed invest-
ments) now. So, the investment activity in emergency
and sanctions periods should be more agile, sup-
porting a production growth for the internal market,
and at the same time, increasing possibilities to change
supplies for the international market. In that regard
consider the case of “Gazprom Nord Stream 2” project
(the export gas pipeline running from Russia to Europe
across the Baltic Sea)’’. This project should have
been considered with an alternative scenario of deliv-
ering a liquefied natural gas by tankers, which might
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give more flexibility in delivering options, pricing,
volume, etc. without long-term agreements with high
policy risks.

The Russian oil industry has faced multiple challenges,
such as technological blockade, financing difficulties,
and market shrinkage. In response to these long-term
risks, a series of strategic initiatives have been taken:
a promoting import substitution and local technological
innovation, increasing support for domestic equipment
research and development; establishing more distant
financial institutions from traditional banking system,
such as “Promsvyazbank™ and others, to ensure financ-
ing channels for sanctioned companies; strengthening
a public private partnership, and some additional sup-
port through fiscal subsidies, tax incentives, national
procurement, liberalization of currency control™.

International and big national companies might
have more possibilities comparing with local and mid-
dle-size companies in implementing agile strategies,
finding alternative markets, and carrying out product
innovations, and shifting their activity to more friendly
countries, including BRICS. The Russian oil companies
are seeking to build new growth paths in an uncertain
global environment with the support from officials
and their own adjustments.

On the other side, small companies in some indus-
tries might have more agile strategies despite scar-
city of financial resources. A good example might
be a financial sector, where the dual financial model
was adapted. One track is designed for the companies
that are not under sanctions, and adhere to interna-
tional standards, while the other focuses on businesses
impacted by sanctions. For not systemically import-
ant credit organizations, including those operating
in regional markets, a prudential control might be less
strong. For financial institutions, especially under
sanctions, more flexible regulation rules, as well
as disclosure of information were chosen.

3 Shagina M. Sanctions and Moscow’s adaptation strategy. Russian Energy Strategy in the Asia-Pacific: Implications for Australia. Canberra: ANU Press;

2021. P. 183-199. https://doi.org/10.22459/RESAP.2021.08

6 Astapov KL. Strategy of M&A deals in oil industry (on example of «Rosneft» and «Bashneft» deal). Russian Journal of Industrial Economics.

2020;13(2):137-148. https://doi.org/10.17073/2072-1633-2020-2-137-148

37 Nord Stream 2. Gazprom. URL: https://www.gazprom.com/projects/nord-stream?2/ (accessed: 18.08.2025).

¥ Panibratov A. Sanctions, cooperation, and innovation: Insights into Russian economy and implications for Russian firms. BRICS Journal of Economics.

2021;2(3):4-26. https://doi.org/10.38050/2712-7508-2021-3-1
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So, a universal regulation for all business is not
the best option in emergency periods™. There might
be different regulation levels, depending on the industry,
size of companies, their affiliation with foreign inves-
tors, their inclusion in SDN or SSI lists etc. With a legal
point of view in order to protect the Russian financial
market, a few decrees of the President of the Russian
Federation were issued in 2022, including the imple-
mentation of currency control, limitation for capital
outflows, promoting settlements in national currencies
(Decree of the President of the Russian Federation
Nel72, dated March 31, 2022 “On a special procedure
for the fulfillment by Foreign Buyers of obligations
to the Russian Natural Gas Suppliers”), which allowed
to combine the general crises rules and some specific
regulation®. The flexibility of regulation is also demon-
strated through a step by step allowance of the usage
of digital currencies, as well as cryptocurrencies for
cross-boarder settlements (only within the experimen-
tal legal regime), which previously was prohibited"',
discussing the use of swaps with central banks for
different nation currencies.

So, the broader strategic thinking is necessary, which
might be based on the Academician V.L. Kvint’s strate-
gizing methodology™*, focusing on a vision-based
leadership.

Some industrial companies, especially producing
undiversified and standard products like commodities —
oil, gas, coal, metals, etc., could be more influenced
by external challenges, especially price shocks, pro-
tectionist measures, foreign sanctions or unilateral
measures, military and other conflicts. The Russian
oil industry has been potentially vulnerable to sev-
eral sanctions cycles. These measures were difficult
to predict on a corporate level, but anyway large com-
panies should consider different scenarios, and have
different sets of strategic initiatives for at least most
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expected and negative scenarios. At the same time,
it is not possible to predict everything, but different
theoretical approaches (portfolio theory, option the-
ory) allow to consider different scenarios, and staying
agile in the middle term perspective (evolution theory,
adaptive development theory*) while combining them
with a long term vision.

Some of long term mechanisms are included in
the Russia’s Energy Strategy until 2050 (approved
by the Decree of the Russian Government Ne 908-R
from April 12, 2025). Nevertheless, from our point
of view, Russia’s Energy Strategy until 2050 would
be stronger, if it considered not only objective trends
influencing the energy sector, for example sustain-
able development and climate changes, but also
the sanctions, and other possible restrictions and risks
more deeply.

The strategic goals of oil industry corporations are
creating value, but some experts believe that the indus-
try also should advance the nation geopolitical goals.
Some companies are considered to be integrating
profit-maximizing principles, optimizing vertical
integration, increasing their market power through
expanding resources base and expanding value chain,
simultaneously implementing government directives
and energy diplomacy. These approaches, the so called
indicative planning, offered many years ago, remain
actual still”. “Rosneft” applies the vertically inte-
grated business model, which unites all value chains
in the oil industry: exploration control, extraction,
refining, and logistics, which makes the indicative
planning more relevant.

Applying the strategizing methodology, we will
analyze the most important trends, which influence
the Russian oil industry, connected with the different
unilateral measures to cut the revenue of the Russian
oil companies. These measures include: transportation

» Kvint VL. Strategizing: Theory and practice...
# Astapov KL. Russian financial market...

4 Cryptocurrencies and digital rights: New regulation phase. Bank of Russia. URL: https://cbr.ru/eng/press/event/?id=18884 (accessed: 18.08.2025).
4 Kvint VL. Strategizing: Theory and practice...

# Kvint VL. Strategy for the Global Market: Theory and practical applications. NY: Routledge, 2016. 548 p. https://doi.org/10.4324/9781315709314
“ Astapov KL. Postindustrial'nye vyzovy rossiyskoy ehkonomike [Post-industrial challenges to the Russian economy]. Moscow: TEIS; 2009. 270 p.
(In Russ.)

 Shvyrkov YuM. Gosudarstvennoe indikativnoe planirovanie: teoriya, istoriya, sovremennaya praktika: (rossiyskiy i zarubezhnyy opyt) [State indicative
planning: theory, history, and modern practice in Russian and foreign experience]. Moscow: Prospekt; 2007. 345 p. (In Russ.)
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barriers for the Russian oil, settlements and insurance
services limitations, the price cap of the Russian oil
and petroleum products, abandoning the Russian oil
by some countries, first of all by the European Union.
Some of the target sanctions were used previously for
the oil-exporting countries, including Iran, Iraqg, Libya,
and Venezuela. Sanctions against Russia, however,
can affect the global oil market more significantly due
to a larger share of Russia in the oil market.

A comprehensive review of the Russia’s monthly
crude oil and refined product exports after 2022 demon-
strates consistently the stability of the crude oil export ™.

The Russian crude oil export dynamics by desti-
nations indicates a significant change in the direction
of the Russian trade adjusting to an emerging a new
geopolitical and economic climate. Over the last
3 years, the export of the Russian crude oil has shift-
ed considerably, drifting away from the traditional
Western markets towards an increasingly broad con-
stituency of the Asian and non-Western partners.
From 2022, a persistent fall in exports to the European
Union is obvious. One of the most striking insights
is the emergence of India as a significant importer
of the Russian seaborne crude oil. China still ranks
as the second largest importer of the Russian seaborne
crude imports in the middle of 2024. China continues
to play a central role in the Russia’s recalibrated export
strategy, with its size, location, and diversified down-
stream markets making it central to the country’s export
strategy. Turkey became the third largest importer
in the middle of 2024. Turkey’s location as a regional
transport hub and its more flexible approach to inter-
national energy relations have given it an increas-
ingly important role in the Russia’s export network.
India, China, and Turkey together accounted for 96%
of the Russia’s total sea crude oil exports in the middle
0f2024. Meanwhile, a group of emerging markets has
increasingly taken on a more prominent role in absorb-
ing the Russian oil product exports. Countries such
as Brazil, Singapore, Egypt, Malaysia, and Libya
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have consistently increased their import volumes for
petroleum product and oil since late 2022".

The next step of the strategizing methodology
is OTSW analyses, which is essential for forward-look-
ing opportunities and threats, based on competitive
advantages, taking into account internal resources
(strong and weak sides). Developing strategies for
industries and corporations are more difficult in unsta-
ble conditions, volatile environment, and in emergency
period”, but they give understanding of more effective
strategic initiatives in the long and middle terms.

“Rosneft” navigates a complicated matrix of oppor-
tunities, threats, strengths, and weaknesses, which are
indicated in table 1. Although reserves and robust infra-
structure make Russia a major global energy market
leader, the over-reliance of the sector on the export
of oil, technological disparities, and environmental
issues pose major issues. Geopolitics and trends,
specifically continued sanctions and the global momen-
tum toward a clean energy will influence the future
of the industry. Nonetheless, the capacity of Russia
to evolve, diversify to new markets, and adopt techno-
logical advancements will be paramount in maintain-
ing its market position in the global oil market.

New sanctions on major Russian oil companies,
including Rosneft, were imposed by U.S. Department
of the Treasury’s Office of Foreign Assets Control
in October 2025". Including companies in SDN list
could have strong effect, because it allows to block
property in the United States, as well as prohibit all
transactions with U.S. persons or within (or transiting)
the United States.

The financial reports reveal the robust revenue
generation, as well as an effective “Rosneft” strategy
management. To accomplish its objectives, “Rosneft”
has achieved the major technological developments
over the last ten years. From 2010-2011, the com-
pany strengthened its Arctic footprint with the pur-
chase of the major offshore licenses and the formation
of a strategic alliance with “ExxonMobil”, which

4 0il 2025. Analyses and forecast to 2030. IEA. URL: https://www.iea.org/reports/oil-market-report-july-2025 (accessed: 18.08.2025).

4 The same.
# Kvint VL. Strategizing: Theory and practice...

# Treasury sanctions major Russian oil companies, calls on Moscow to immediately agree to ceasefire / U.S. Department of the Treasury. URL: https://

home.treasury.gov/news/press-releases/sb0290 (accessed: 01.11.2025).
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Table 1. OTSW for “Rosneft”

Taodauna 1. OTSW-anaimn3 komnannu «PocHedTn»

https://doi.org/10.21603/2782-2435-2025-5-4-543-559

Opportunities

Threats

Expansion to new product and new markets

(Asia, Africa, Latin America etc.);

New technologies, including Arctic and shelf
exploration;

New manufacturing model with combining permanent
supply for internal market and variable part for external
market;

Sustainable (green) energy, including expanding carbon
capture and storage (CCS) technologies;

M&A in Russia in friendly countries;

Promotion of changes of international financial
architecture, as well as developing new forms

of settlements;

Promotion of concept of transition climate finance
(essential for oil sector) in different international
forums, including exit to carbon unit markets.

Western Sanctions against company, Russian oil sector
and financial system;

Premium European oil markets (with reasonable logistic
costs) unavailable for the company because of sanctions,
and artificial competitive advantage for American

and other producers;

Oil Price Volatility;

New competitors from traditional industry

(including the US companies) and potential substitutes
(biofuel etc.);

Fast Global Energy Transition and artificial restrictions
on fossil fuel, including too strong climate agreements,
which support competitive advantages of some
developed countries (mostly European with limited
natural resources) at the expanse of other countries
(many developing countries, mostly with dominance

of extractive economies);

Unilateral measures create some difficulties

for cooperating with other partners in the industry,

for example OPEC.

Strengths

Weaknesses

Oil traditional and shelf reserves;

Strong market enterprises, which combine long-term
strategy and agile approach, with support

from the Russian Government;

Strong financial strategy, reorientation to investments
and settlements in national currencies, partnerships
with largest Russian banks;

Technological expertise for substituting unavailable
Western technologies with national technologies

and technologies from Asian countries;

Strong digitalization and ESG principles;

Strong market position in Russian market (both BtB
and BtC), its own gasoline station infrastructure, premium
products with recognized brand in internal market.

Need more flexibility in using logistic infrastructure

for international clients (tubes, railroads, tankers etc.),
which might be limited due to unilateral measures;
Need more diversification (clients, products,
geographical);

Potential technological gaps due to limitation

for outsource services, including technology support;
More expensive oil fields and increase of environmental
risk.

culminated in the opening of an Arctic Research and
Exploration Center. Having faced the Western sanc-
tions in 2014, “Rosneft” shifted towards becoming
technologically independent, starting an innovation
program and beefing up the research, and development
projects at the Science and Engineering Center from
2016. In 2018-2020, the breakthrough solutions were
achieved in a digital oil technology, complex reservoir
modeling, and other fields. From 2021, “Rosneft” also
established the energy transition targets, committing

to become carbon neutral in 2050, and starting pilot
projects in carbon capture, green hydrogen, and car-
bon storage.

Faced with a restricted access to the Western capi-
tal and dollar-denominated instruments, “Rosneft”
has expanded its engagement with domestic capital
markets, issuing ruble-denominated corporate bonds,
and deepening cooperation with the Russian state-
owned financial institutions. New forms of settlements,
including national soft currencies, cryptocurrencies,
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digital currencies, etc. as essential elements of mod-
ernizing the international financial architecture might
be adopted. Another opportunity is issuing digital finan-
cial assets or cryptocurrencies for future oil shields,
with the possibility to attract additional finances in new
investment projects. Moreover, the company has suc-
cessfully developed the partnership with non-Western
financial institutions, mostly the Chinese state banks,
which have emerged as crucial sources of invest-
ment and credit. These strategic initiatives are in line
with a new vision for the future development and diver-
sifying financial sources.

Despite the challenging environment, “Rosneft” has
continued to implement large-scale, capital-intensive
projects, including the acquisition of “Bashneft”,
and new investment project “Vostok Oil”. According
to OTSW analyses, it will be more efficient to rely
on the internal resources and capabilities in the situa-
tion of external challenges, which might be caused not
only by fast changes but also by unilateral measures.
This approach might include not only the expanding
resources base, but also a stronger vertical integration,
supplementary processes (for example maintenance
of extracting equipment), limiting outsourcing (which
potentially means higher costs), under new financing
model (for example, prioritize financial instruments
which minimize exposure to external leverage, espe-
cially in such currencies as US dollars and EURO,
while maximizing internal liquidity management
and sovereign support). “Rosneft” as a reliable com-
pany with the high national rating reoriented from
international financial markets to domestic financial
resources from Russian banks, including state banks.
So, if previously “Rosneft” financial flows, includ-
ing sales and debts, were substantially nominated
in US dollars and EURO, nowadays national curren-
cies, first of all Russian Ruble, become the basis for
finance. It’s also important, that not only “Rosneft”,
but the whole energy sector of the Russian economy,
under geopolitics and Western sanctions in 2014,
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started to diversify its debts and cash flows. The mar-
ket pricing of oil in Rubles (URALS) is determined
on the Saint Petersburg International Mercantile Ex-
change (SPIMEX), which is the largest commodity
exchange in Russia.

We would also underline that importance of set-
tlements in national currencies and minimizing sanc-
tions are discussed in different international forums.
For example, in Kazan Declaration of XVI BRICS Sum-
mit “Strengthening multilateralism for just global
development and security” there was a call for re-
form of the “Bretton Woods” institutions, including
increased representation of developing and emerging
market countries in leadership positions to reflect their
contributions to the global economy™. The Russian
BRICS Chairmanship’s Analytical Report on Improv-
ing the International Financial and Credit System
(IFCS) emphasizes the importance of adhering to man-
dates and minimizing unilateral measures in the IFCS
and international trade’'. The commitment to strength-
ening financial cooperation within the BRICS frame-
work highlights the benefits of faster, more cost-
effective, efficient, transparent, secure, and inclusive
cross-border payment instruments based on the princi-
ples of minimizing trade barriers and non-discrimina-
tory access. The use of national currencies in financial
transactions between the BRICS countries and their
trading partners, strengthening correspondent banking
networks between the BRICS countries and ensur-
ing the possibility of settlements in national curren-
cies is the BRICS Cross—Border Payment Initiative
(BCBPI). It’s also important to explore the possi-
bility of linking the infrastructure of BRICS finan-
cial markets. The agreement was reached to discuss
the perspective of creating an independent BRICS
clear cross-border settlement and depository infra-
structure, which could be supplement to the Euroclear
and Clearstream infrastructure due to inconsistent
policies of traditional depositaries, and applying illegal
sanctions and asset blocking™.

50 XVI BRICS Summit. BRICS. URL: http://www.brics.utoronto.ca/docs/241023-declaration.html (accessed: 18.08.2025).

51 Russia presents its vision of the future global financial system. Yakov and Partners. URL: https://yakovpartners.ru/publications/imfs/ (accessed: 18.08.2025).
2 Artem Kulsha. V Rossii zablokirovany aktivy Euroclear i Clearstream na 229 mlrd rubley [Assets of Euroclear and Clearstream worth 229 billion
rubles have been blocked in Russia]. Vedomosti. URL: https://www.vedomosti.ru/investments/articles/2023/06/07/979185-v-rossii-zablokirovani-aktivi

(accessed: 18.08.2025).
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There are other initiatives in financial strategy
of “Rosneft” company.

First of all, we would mention the debt restructur-
ing. If previously “Rosneft” debt was mostly in USD
and EURO, in December 2014, “Rosneft” launched
a significant 625 billion ruble bond, marking an unam-
biguous advance towards a ruble-denominated financ-
ing. Afterwards, “Rosneft” further diversified its financ-
ing by successfully placing yuan-denominated bonds
worth 15 billion yuan. It’s also important to consider
new forms of settlements, including digital assets,
cryptocurrency etc.

In order to value risks in the volatile oil market,
especially in the case of unilateral measures and restric-
tions for current and investment operations in the mid-
dle term, we should apply the scenarios analyses
and an option model, which allow to consider risks
associated with the different management decision
in middle term, while avoiding short term models
like VAR.

The decisions tree and the real options theory allow
to frame strategic decisions in different time horizons,
at the same time preserving a future flexibility, because
some investment decisions could be postponed. This
is particularly important for the capital-intensive oil
sector with high investments and sunk costs, long
business cycles, and uncertain payoffs, due to a high
volatility. “Rosneft” has managed to efficiently com-
bine the contingency strategic initiatives and the agile
approach in a difficult external environment. For
example, several stages of M&A deal with “Bashneft”
proved its viability™. The Arctic oil exploration allows
the company to pause or scale operations based on
evolving technologies and market situation.

“Rosneft” ability to maintain the strategic flexibility
while advancing national energy goals also reflects
a deeper institutional resilience. The company has
selectively formed joint ventures with non-Western
partners, particularly in Asia, to both diversify the risk
and secure the technological access, while avoiding
overexposure to the sanction-prone Western markets.
In reaction to the Western pressure, “Rosneft” did not
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retreat but instead recalibrated its international part-
nerships, most notably deepening ties with Chinese
firms in upstream, midstream, and financing domains.
Additionally, by using the real-options logic, the com-
pany has been able to delay major infrastructure com-
mitments, such as new pipeline routes, until the demand
projections and foreign policy conditions become
more favorable.

In order to validate the hypothesis that sanctions did
not substantially influence the performance of “Rosneft”,
the Ordinary Least Squares (OLS) regression model was
used to explore the relationship between operational
profitability of “Rosneft” and a number of external
macroeconomic and geopolitical variables. The model
produces interpretable coefficients, which make the eval-
uation of the marginal impacts of each explanatory
variable on the firm’s financial result possible.

The model includes the following variables.

The Global Political Risk Index (GPR) tracks vari-
ous dimensions of political risk, such as conflicts,
sanctions, trade disputes, and political instability.
The GPR Index enables us to quantify the political
risk and assess its impact on “Rosneft” financial per-
formance. So, the variable GPR is the Geopolitical
Risk Index in quarters.

Oil prices play a crucial role in determining “Ros-
neft” revenues, as the company’s profits are directly
tied to global oil prices. So, Brent denotes the average
quarterly Brent crude oil price (in USD per barrel).

The USD/RUB exchange rate is another important
variable, as it reflects the exchange rate of the Russian
ruble against the US dollar. Fluctuations in the USD/
RUB exchange rate directly affect the company’s profit-
ability through “Rosneft” oil export revenues and import
costs. FX refers to the quarterly average of the USD/
RUB exchange rate.

Interest rates are another macroeconomic vari-
able that can affect “Rosneft” financial performance.
So, IR is the nominal interest rate set by the Central
Bank of Russia.

“Rosneft” crude oil production is used as an inde-
pendent variable because production plays a cen-

33 Astapov KL. Strategy of M&A deals in oil industry (on example of «Rosneft» and «Bashneft» deal). Russian Journal of Industrial Economics.
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Table 2. OLS Regression Results
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Tabuauuna 2. Pe3yJbTaThl perpeccCMu MeToI0M HAUMEHbIIUX KBAJAPATOB

Variable Coef std err t P> |t| [0.025 0.975]
const —1053.6621 127.935 -8.236 0 -1312.032 —795.292
GPR 50.2108 30.824 1.629 0.111 -12.039 112.461
Brent 5.4881 0.629 8.721 0 4217 6.759
FX 11.7812 0.82 14.374 0 10.126 13.436
IR -9.7106 2.835 —3.425 0.001 -15.436 -3.986
OP (Million tons) 7.7017 1.521 5.062 0 4.629 10.774

tral role in determining the operational and financial
performance of upstream oil companies (Table 2°).
So, variable OP is the oil production quarterly data
(in million tons).

The model is specified by the equation:

EBITDA =, + /3, x GPR + Brent + f3, x FX +
+p, xIR+f, x OP +¢

The OLS regression results provide information
on the key macroeconomic and operating determinants
of the quarterly ROSNEFT EBITDA. The model has
a good explanatory power with an R-squared coeffi-
cient of 0.920, which shows that 92% of EBITDA
variation could be explained by the specified inde-
pendent variables.

The Brent crude oil price also demonstrates the
strong and statistically significant positive effect on
EBITDA (p < 0.001) with a coefficient of 5.49. This
indicates that the higher oil prices significantly en-
hance “Rosneft” revenue.

Oil production (OP) measured in million tons is an-
other significant driver (p < 0.001) with a positive
coefficient of 7.70, reflecting the intuitive relationship
that higher production volumes lead to increased
operational profits.

While the Geopolitical Risk Index (GPR) shows
a positive coefficient of 50.21, it is not statistically
significant (p = 0.111), implying that, although geo-
political tensions may influence “Rosneft” earnings,
the effect is not robustly supported within this model.

The constant term is significantly negative, reflect-
ing a base level of fixed costs or structural negative

earnings when all explanatory variables are zero, which
is more of a mathematical artifact than an interpretable
economic figure.

CONCLUSION

External challenges of the last few years, especially
unilateral measures from some developed countries,
required from “Rosneft” a major strategical transfor-
mation and vision updating. The company has to aban-
don its long-term cooperation with major Western oil
companies and financial institutions, find new markets,
and establish stronger alliances with non-Western
companies, such as China, India, and other BRICS
countries. This strategic “pivot to the East” initiative
requires many changes: from creating new logistic
channels up to investments and settlements in national
currencies and digital assets.

The company was quite active in new investment
projects, including oil production on the Arctic and Far
East shelf, moving to a new transportation infrastruc-
ture, increasing its influence and efficiency inside
the country, especially after M&A with “Bashneft”.
Sanctions required reconsidering of the “Rosneft”
financial strategy. The company restructured its debts
from US dollars and EURO into national currencies,
mostly the Russian rubles and Chinese yuan. But
the next step implies issuing new digital financial assets
or new cryptocurrencies, which are guaranteed by new
oil fields. The new mission implies that “Rosneft” has
commercial goals (including growth of capitalization),
as well as some geopolitical ones corresponding to state
priorities. This vision agrees with the wide interests

5 Constructed by the authors.
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of the company and its national economy, and probably M&A with “Bashneft” was a wise strategic initiative

would be applied in the long term. corresponding to the real options theory. We believe
Concurrently, “Rosneft” implemented agile strategic ~ that such strategy and postponed investments will give

approaches with different scenarios considerations. “Rosneft” an optimal option for future expansion.
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