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Abstract

The post-Cold War years have witnessed rivalriescmperation among the players for the Caucasus
and Caspian Sea natural resources. The significaintte petrochemical resources of the region was
increased by the policies were played for the partation routes and competition on them. The BTC
pipeline project was one of the important altenwesti of network route of natural resources of the
Caspian region for the western markets in genenmattfe region in particular. The issue became a
multi-faced matter in the fields of economic, ségupolitical and diplomatic relations of the reggal
countries. The paper will discuss the BTC pipelpwicies of the involving players’ whys and

wherefores of interests.

Key words The Caspian Sea resources, energy securityndihatural gas, the BTC Pipeline, foreign

policy.

Introduction
The disintegration (1991) of Soviet Union led newvelopments in the former Soviet
Republics, and in and around the Caucasus and &easggion. The newly aroused situations
have created opportunities as well as rivalriesiany parts of the former Soviet Union. One
of these grief rivalries was experienced in the &aus and the Caspian Sea region for its
natural resources and transporting them to thedmorhrkets. (See the map 1: The BTC
Pipeline, EIA)?}

Considering the strategic energy issue, one ofggm®nal alliances was made between

Turkey, Azerbaijan and Israel in the 1990s. This waeflection of a new geopolitical reality
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of the post-Cold War era. Such alliance fueled @hareness of the sharing and taking the
bigger piece of the pie of natural energy resouasektransferring into the World market. A
number of scholafshave drawn their attention to the emergence oftlignces and policies
in the region. Alexander Murinson (2008) has disedsin his recent publication the trilateral
axis (Azerbaijan-Turkey-Israel) in the post-Cold M&a, particularly the issue of energy
security® International competition to access secure, chaap reliable energy resources
dramatically increased in the recent decades. imipact of energy needs have influenced on
the foreign policy making and practicing of theiceml countries. This paper explores how
the growing importance of energy security contlouto the formation of the strategic
alliances and policies of the involving states ind @round the Baku-Thilisi-Ceyhan (BTC)
pipeline. In order to reflect adequately the comipjeof the BTC policies in the post Cold
War environment, the conceptualization of securtyextended beyond military security
understanding. This new concept included energyrggcand transferring networks

discoveries and exploration of the natural resajrand related environmental issues.

Research problem and relevance

Energy demand and supply is a matter of internatisacurity issue. ‘How the international
market will guarantee its reliable, cheap and seemergy needs from the sources in general
from the Caspian region in particular became apdrtant issue for the consumers. The
western dependence to the Russian energy resamndats control of the supplying networks
became an important matter of the European seclmitguch circumstances a question arose
as ‘how and to some extend the BTC pipeline casiplysplay a role in the diversifying of
the energy sources and the security of the sustairand reliable network routes for the west
and regional countries?’ ‘What kinds of problemsef@re carried out by involving parties
for the BTC project’s realization?’ The policiesvieataken places in the recent past for the
BTC might be an indicator for future policies’ ditn and implementation of the players for
the regional projects and plans in the coming ye#vfat kinds of instruments determined
the created policies of the regional countries@’ directly related regional powers’ interests
of economic, political and strategic goals.

The object of the researdatescribed in this article is the importance of BieC
pipeline for the regional and international powdaseign policies and their security matters.
The purposehe paper is to determine the impact of the BT@Ipie and its associate issues
on the security and foreign policies on the enésgyes of the countries in the region.

The research tasks are set in the article to défieglayers and their policies on the
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construction of the BTC pipeline in particular, egeissue in general.
Theoretical framework: Energy and security issulethe region are discussed. The policies
and economic data of oil and gas are analyzed.

Research methodology: Analyzing of scientific ktiemre and collecting data,
comparing the information on the subject of varigewvernmental and academic outputs,
interpretation of the available materials accoré@amdth the policies carried out. Possible
developments and expectations were forecasted dingoto the events took places in the
recent past.

Research results: National, bilateral and multikdteelations were carried out as a
result of the consideration of energy security,nernic and political interests. The involving
countries of the BTC worked to achieve the projebile Russia and Iran opposed the plan.
Nevertheless, the BTC was achieved despite thewliies were created by the regional and
international players, and with some shortcominigh® respected aims of the project, for the

present time.

The BTC synergy in the cross road of its region

’ w— m Caspn

BTC Pipeline e

Mediterranean Sea

Turkey proposed to construct a pipeline that wadatlver Azeri and possible other newly
independent Turkish republics’ oil and gas from @espian region to the western markets.
The BTC pipeline would be geopolitically importdot Azerbaijan, Georgia and Turkey for
their economic and political independence fromrdéggonal influence, beginning with Russia
and Iran® The Jewish authorities in Israel shared the sinpiéaceptions of Turkish stands on

regional security issues of energy needs, and stezbdahe realization of the pipelife.
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Through the BTC pipeline the existing ethnic anagliistic relations economically and
politically will be boosted between Turkey and Azaifan® Turkey was the champion to
defend the BTC as for an East-West pipeline netrark the Caspian to the Western market
in the early 1990s. Necdet Pamir&trategic vision was ‘to make Turkey as the cpiafer’

in a global energy hub for delivery of Caspian dwad) hydrocarbon resources to the West.
Turkey already exported Iraqi oil through its @tminal in Ceyhan about 1.5 to 1.6 million
barrels of Iraqi oil a da§.The Turkish authorities’ ambition was to make Caylseaport as
one of the top global oil terminal by transportiogg and gas of the new Central Asian
Republics with a number of new pipeline projectBurkey sought to gain reliable energy
sources of oil and gas by accessing to the newiglurkepublics in Central Asia starting with
Azerbaijan as the main stepping point for furtheergy resources. The US and Israel
supported the Turkish initiative on the energy és$or their own end in the 1990s. For all
their pragmatic and strategic reasons, Azerbaijanaime the focal point of intensive
diplomatic movement of Turkey, the US and Isr3el.

An active military-strategic entente between Turleeyl Israel was supported by the
United States! This entente further boosted with an economic ecaion which also
promoted Azerbaijani independence and economidliialm the Caucasus and the Caspian
regions. The US government supported and removety milastacles standing in the front of
the project after 1995. One of the American ainesnfithe outcome of the project was to use
Azerbaijan and Turkey as a frontline in the globar against any kind of fundamentalist
movements in the regidi.There were/are discussion for possible plans antieegartners
for the extension of the BTC to Israel and evethferrto the Eastern markeéts.

Transformation of Security

The post Cold War era changed the concepts ofisgamderstanding? The bipolarity in the
world system has shifted and diversified. The nesid$ of potential rivalries and the
concepts of international security understandingevasjusted to the new aroused situation.
These might be called to access secure energyroesouenvironmental sensitivities and
biospheric changes in global climate, new ideolalgicreats, the threat of WMD proliferation
and their use against civilian population in metigp cities. The new understandings of
threats and comprehensive security have had eféectke relationship of regional countries
in general and Turkey in particular with its immegei and regional neighbors. The Turkish-
Israeli axis, Turkish-Iranian gas contract, the Bai@ other potential pipe line projects were

only few developments for Turkey during the 1980s.
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The traditional understanding of security had a doal of ‘preserving the integrity of
a state’s territory’ and its ‘sovereignt}? Nevertheless there are other definitions of nafion
security as proposed “the capability of a statedeter or counter threats to its three
components: territory, society, and regimé.Comprehensive security includes ‘military
capabilities, political legitimacy, ethnic, religis and cultural tolerance, economic
capabilities, and the availability of essentialunat resources’. Energy security is based on a
state’s ability to have ‘continued access to sigdfit supplies of environmentally safe, reliable
and affordable energy, oil, and gas either fromr@esion its own territory or from sources
abroad’. Since globalization has become the dontifeaioe animating the economic reality of
the international community, the competition fotialele sources of energy and energy
security is at the top of the international agenBaergy security has become integrally

interlinked with the national, regional and intefonal issues®

The Caspian offerings and relevant policies
Azerbaijan’s petrochemical resources in the Caspgiaglf in the early 1990s became an
energy security and cooperative issues not onlywkey but also for the neighboring states.
Energy security is an important part for the alles and cooperative developments of the
proposed strategic projects in the region. Azealpés] geographic location is highly
significant for the world markets as in the easstygassageway to the land-locked Caspian
Sea and its petrochemical resources, as well am@ortant link of a wider possible network
on the way to Central Asia’s natural resourCef an energy security issue Israel plays an
important role not only for itself but also for thegion. The reason for that is the outcome of
the Israelis possible role (the Jewish lobby andrimational Jewish finance organizations) in
the formation of the energy policies in the US #mlwestern world°

One of the fundamental anxieties of Israeli leadess/is access to secure oil and
natural gas sources since the main oil-producinmtes were Arab and they are opposing to
the existence of Israél.The fossil-fuel rich Caspian basin, which was ol that the total
exports of oil would have reached 2 million barrpkr day, is (should be) an important
source of energy security for Europe and the reffioBuropean and American energy
requirements and strategic considerations havessigaged an establishment of stable,
western-oriented countries and their leaders irr¢lgeon. Azerbaijan was/is not exempted in
the interests of the westerners for western oriemtaof its leaders and polity. A number of
transport and communications routes were develapexlighout the Caucasus in order to

implement Western policy and to anchor Azerbaijanthe Western-dominated global
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economy. This, one way or another led to improvetitipal stability despite with its
shortcomings in the region for the Caspian oil. Hmerican sponsored East-West energy
corridors and a transportation corridor known as TTRACECA (Europe-Caucasus-Asia
project proposed by the European Union) were vieageduaranteeing the independence and
economic viability of Azerbaijan and the Centraliagsrepublics> The Baku-Tbilisi-Ceyhan
(BTC) oil pipeline, the Turkmenistan-Turkey natugals pipeline, and the Azerbaijan-Turkey
South Caucasus gas pipeline were the componerite dfast-West Energy CorridotThe
construction of this proposed corridor would alltve West, the Caspian basin countries, as
well as Turkey and Israel to benefit from the Caspenergy resources. This corridor
somehow aimed to avoid possible obstacles prodhgetie countries such as Russia, Iran,
and Irag. The relationship among Israel, Turkey e US was one of the major factors for
the selection of the BTC rouféwhich could be extended to bring oil directly ke tenergy-
deficient Israel and further to the world markéts.

Turkey expected to be one of the main beneficianfethe BTC project, after experiencing
dramatic consequences of the politics played fomadihe past decades in the South-western
Asian Countries (SWAC). Turkish industry and infrastural development were affected by
the 1973 Oil Embargo and the Wars between IsragitarArab neighbors. Nevertheless, the
Turkish leaders while keeping their promises andyoly international rules, also resisted
becoming a satellite of either the US or the Soueton during these difficult years. Some
kind of independent policies were followed on tbeefgn policy matters particularly on the
Cyprus issue and the SWAC problef©ther than in economic matters, Turkey managed to
avoid direct interference in its domestic affaing the outside world. Despite the Turkish
resistance on the formation of its foreign politye Turkish energy needs forced the Turks
from time to time difficult situation on the relatis with Israel and the Arab oil-producing
countries” The Turkish economy came very close to total paabecause of severe and
enduring shortages of fuel, power and necessarprisipn the second half of the 1970s.
**Turkey had to pay much more for its crude petroldémports than it received in export
earnings from its main oil suppliers, Irag, Libyaan and Saudi Arabi¥. The Turkish
authorities had never forgotten the decades inwthiey experienced the shortages of energy
and tried to avoid from such difficult situation byeation and initiation of the new energy
projects in the region.

The Americans eager to secure oil supplies fromReesian Gulf and they value the close
cooperative works and allies of the Turkish—Israelations as stabilizing elements in their

regional strategy in the SWAC during the Cold Weaang. Turkey began importing natural
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gas from Russia and became increasingly dependeRtissian gas since 1987. Turks tried to
secure Turkish economy’s energy needs by the aaigin of the Blue StreanMavi Akim)
project, which has a capacity to pump 565 Bcf paarylt is estimated that the Blue Stream
project significantly increased Turkey’s dependeoicdrussia for natural gas as contracted to
import representing %67 by 20861t is criticized the existing contracts and therKish
authorities are trying to diversify its import soas.

The Caspian oil and gas resources are a potentifliat issue between the neighboring states
of the Caspian Sea. Azerbaijan, Iran, Turkmeniskarzakhstan and Russia laid their own
claims to the petrochemicals in their prospectiga shelves of the Caspian Sea. Each state
has their own intentions and aims to achieve om#taral resources, and its transfers to the
world consumer markets. Russia has pursued a dahlngt only in the Caspian region but
also between Asia and European networks. Russianged to control the largest production
share of hydrocarbons of the regions, and the tatalrol over transport routes to the world
markets®? Azerbaijan tried various ways to disentangle épehdence on Russia for delivery
of its natural resources as well as political lagers. Nevertheless, Russia succeeded, to some
extend, controlling the pipeline infrastructureideting the Caspian energy to the markets in
the mid-1990s. The BTC oil pipeline provided arealative for Azerbaijan to overcome
Russian obstacles. Meanwhile Azeri leaders triedntoease their optimal economic and
political gains from the USA and Turkey on the BWhich was to some point expensive
overland route for international investors. Nevelglss, the discovery of the world largest
natural gas reserve (since 1978) in the Shah Dield®® was helpful to decide for the
investors to this strategic pipeline. The new gamfthe Shah Deniz field will be delivered to
the world market through Turkey via the South CausaPipeline (SPC), which will be built
parallel to the BTC up to the Turkish gas pipelir@work near the town of Horas&hThe
length of the pipeline is expected some 630 milesluding 290 miles in Azerbaijan and
approximately 170 miles in both Georgia and TurkBye estimated cost of the line is $900
million.® Azerbaijan and its gas reserve became a majoeplaythe Caspian gas business.
British Petroleum (BP) is the largest shareholderthe Azerbaijani International Oll
Corporation (AIOC). The AIOC decided to use BTCaddition to a Russian pipeline for
Azerbaijani oil in 1999°

Turkey sought to increase the various relationsvéeh Turkey and new the Turkish
Republics of Central Asi¥. The Turkish leaders expected western support codatly
American one for its tie with the new republics.rRay aimed to access secure energy

supplies as well as the country will be the endrgysit network center from the origins to
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the (western) world consumer markets. It is algued that the close tie with Azerbaijan will
support secular and pro-Western leaning in thenguklite. This is important for newly
independent states while Russia and Iran were worid achieve their ends which might not
serve for the western interests. Azerbaijan’s ne@ecton of its regime and its vital natural
resources became a major issue between the irteraladiscussions and cooperatin.
Turkish lobbying initiatives were assisted by teish lobby for the construction of the BTC
pipeline. This will help to boost the relations Wween Turkey and Israel. The latter needed
Turkish support not only for the stands of Isralistence but also for stabilization of the
region for the western interestsAzerbaijan might be one of the best reliable pamrfor the
Turkish as well as Israelis in the region for therious economic, strategic and political
reasons. The shared interests might be namedtas Economic sphere such as agriculture,
industrial developments, telecommunications anggktical and strategic aims which might
serve for the western interests. It seems Ameriegpsoved the multi-vector foreign policy
relations between Azerbaijan and their westernhimgs, namely Turkey and Israel. All the
parties aimed to achieve their goals among theedgparties. America was going to be able
to secure in diversifying its energy sources anploeiing its ‘regime change policy’ to the
region. Americans’ stall ally Israel was going tarisfer its ‘know how’ and its related
industrial materials on technical expertise of roggh, agriculture and irrigation to the new
republics of Central Asia. Turkey, on the otherdawill be benefiting from American policy
as a reliable important partner in the Transcawaswd Central Asia, in its economic,
political and strategic issues. The Azeri authesitiexpected to cultivate its western tie
through an alliance with Turkey and its westermésh partners. It seemed energy was the
core issue of these multiparty relations as crutdabccess to the Caspian hydrocarbon
resources for the western parties.

Nevertheless, there were interest groups suchea8rhenian American lobby, who opposed
the BTC project as well as American governmentltaiAzerbaijan. The Silk Road Strategy
Bill in the US Congress, which included the BTC,swamerican aid to Azerbaijan to the
East-West Energy Corridor. The Armenian lobby caneéd a campaign to block the
legislation which passed in June 1989he US found itself in a kind of dilemma on this
energy issue: on the one hand, the Armenian lobthyence had to be considered in the US
Congress, and Armenia as a country should not baqubaside for the falling to the Russian
hands, on the other, Azerbaijan and the US alliegtkey and Israel, had to be considered
carefully.

The counter actions of the Turkish and Azeri lobm®re supported by the American Jewish
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lobby, which coincided with improvement of Turkitdraeli relationd! The Turkish
authorities were thankful to the Jewish lobby asdccommunity, the B'nai Brith, undertook a
prominent role in this lobbying effort. Moreoverftea 11 September 2001, the US has
revived its securing energy policy by diversificatiof world hydrocarbon fuel supplies in
order to reduce future dependence on Persian GuliTlee US aim was fulfilled by the
request of Azeri, Turkish and Israelis in the Causa

Regional Energy Need and Requirement for Internatinal Cooperation

The rapidly growing Turkish economy have made Turle significant regional energy
consumer of a secure and sustainable energy whiotstatotally dependent on importation.
Almost %90 of the Turkish oil needs was suppliedhis SWAC and Russia. Russians were
covering nearly half of the Turkey’s energy constionp The projections by 2010 due to the
Turkish energy requirements will grow from %200 tg %300, which will be a %75
dependence on energy impotts-or Israel on the other hand, does not possesiisimt oil
resources and is completely reliant on oil impoftse economic figures indicated that Turkey

and Israel require energy from the Caucasus an@alpian regiof®
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The western and European demands for sustainablelsap oil and natural gas supplies

have grown rapidly in the recent years. These ddmand possible threats posed to the oll
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resources and their transportation issues led twid \Bars in within a decade or so. As the
western countries did, Israel supplied its petroulal needs from oil exporters; Egypt, the
North Sea, West Africa and Mexico. Neverthelessadklooked for alternatives and shifted
its energy needs from its traditional supplies te hew exporters as Russia, Azerbaijan,
Kazakhstan and Turkmenist&h.

The regional relations were affected from energgusgy concerns and played a
prominent role in the formation of regional alli@sd cooperation. Projects of pipelines and
seaport terminals for delivering of oil and gasth® markets were economically and
politically important for the transit and centratwork countries. The availability of multiple
transportation routes for oil and gas can contealiotthe energy security for both exporters
and importers. This also might be helpful to deseeaf dependence on any particular
pipeline in case of conflicts in the region by eitlterrorist attacks or inter-state clashes.

The Jewish lobby in the US worked for the realaatof the BTC pipeline which might be

used for the Jewish State in the SWAC. The BTClpipavould be important for Israel and

Turkey which would lesson the dependence of botintr@s to the Arab and traditional oil

exporters. This would freer foreign policy creatitmm Turkey, particularly to those related

with the Arab states, in case of energy demands. Wbuld be a factor to boost the relations
between Turkey and Israel which would be encourdggdhe American Jewish lobby.

President of Azerbaijan, Haydar Aliyev, met witre tAmerican Jewish leaders in August
1997, for their support in an active campaign twnpote the BTC project on Capitol Hill. The

concerted lobbying campaign reflected the confleent interests of Turkey, Israel and
Azerbaijan.

This BTC pipeline, despite its limitation of camgi of gas and oil, will provide some
flexibility in Azerbaijani foreign policy. The pipme provided a diversified form of relations
for Azerbaijan with Turkey, Georgia and Israel. Axajan largely followed a policy on Iran
on the line of the US and Israel during the 1990ss BTC pipeline would facilitate reliable
and shortest delivery of Azerbaijani oil to the wees markets by avoiding Iranian and
Russian territories. For Turkey, Ceyhan port wi# Bn important oil terminal in the
Mediterranean Se&.It is expected that the BTC will transfer 15 Mili tons of Azerbaijani
oil to the Mediterranean Sea.

Azerbaijan requested reassurance of Turkey and)hé¢hat Azerbaijani interests would be
protected from Iranian meddling in oil exploration its Caspian continental shelf. Iran did
not like what was happening by the BTC project inefoaijan. The Iranian authorities

disputed the maritime and seabed boundaries detimgydts sector and the legal status of
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Caspian Se& According to the Azerbaijani officials since thellapse of the Soviet Empire,
Iranian supported Armenia during the Nagorno-Kakabeonflict, opposed Azeri policy on
the Caspian Sea, worked against on the realizafidime BTC pipeline and Azeri integration
with the west. Iran opposed the project while thisuld deprive Iranian potential oll
transportation revenues. Iranian gunboats have nsaderal incursions into Azerbaijani
territorial waters. The last violation occurred 88 July 2001, when an Iranian warship
ordered to an Azerbaijani exploration ship, hireonf the British Petroleum, to withdraw
from exploration operations in a disputed zonea khow of force and to express support for
Azerbaijan, Turkey sent its Chief of the GeneralffStHuseyin Kivrikglu, to Baku and a
squadron of the Turkish Air Force to participatettie air show in the Azerbaijani capifal.
Israel has shadowed this operation, which was d &inindication that Azerbaijan will be
supported in case of a conflict by Turkey and wishwestern allies. Overall trade between
Israel and Azerbaijan constituted a small amouB8 (&illion in 1996-1998) compared to the
availability of potentials of $1 billioA® Moreover Israel has been importing oil from
Azerbaijan since 1991. The Azerbaijani-Turkish gadlume for the same period constituted
of $832 million?® This might seem greater volume compared to Isaekvertheless, the
potentiality and proximity of the two economies taeater than Israelis. Oil is the dominant
commodity in the trade relation between the coeastri

Israeli Prime Minister, Benjamin Netanyahu, statieat his country interested in importing
Azerbaijani oil through the BTC pipeline when heited Azerbaijan in 1997. On the other
hand, Russia proposed two alternative oil pipelioeg of them through under the Black Sea
to Samsun and the other one is will be to Turkegubh Armenia. These pipelines would be
planned for a further extension to Isra&The BTC pipeline began to deliver Azeri oil to the
markets in July 2008" Nevertheless, the volume of Azerbaijani oil capaeiould not be
sufficient enough for the economically feasiblecaue of the pipeline. On the other hand,
Kazakhstan as the largest regional oil produceghénregion made a commitment to supply
additional oil to make the BTC commercially vialite the investors and for the consumer
markets. The BTC pipeline capacity is projectecb&o 1l million-barrels/day. The general
expectation was/is that Kazakhstan might pump Kazihkthrough an underwater cross-
Caspian pipeline which required a new pipeline toicion from Aktau to Baku for the BTC
pipeline. With the Kazak oil the BTC pipeline woulte profitable for the contracting
partners?

Turkey’'s geo-strategic location at the crossroadthe two continents has made it an ideal

location for the construction of an energy netwaorkridor linking Caspian oil and gas
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producers with the consumers of the western marKés main concern on Turkish internal
and foreign policy in the post Cold War years wascentrated on energy securifyCeyhan
seaport terminal will be an important outlet botr turrent existing Kirkuk Ceyhan oil
pipeline for Iragi oil exports and potential futuaspian oil exports with the BTC pipelirfe.
The Turkish authorities proved to being a reliaddlg for the western interests as a stable and
reliable democratic country in the region. Thish&pful Turkey's competitive advantage in
the pipeline construction and infrastructure prigeaf building and maintenance in the region

for the world markets.

Gas Synergy in the SWAC, Israel in focus
Israel wanted to use the BTC and its extensiomsriael for its political and economic gain in
the region. Israel will be able to eliminate itgimal isolation. The Jewish State would
guarantee a reliable source of oil and gas foeves expanding demand for growing industry
without any disturbance of the Persian Gulf staliess estimated that Israel needed 282.5
billion cubic feet (Bcf) annually by 2010. In Istademand for natural gas has grown
exponentially since the 1980s and has been prajdgoteeach 282.5 billion cubic feet (Bcf)
annually by 2016°

The Israel Electric Company is planning to invests$billion in the construction of
eight additional natural gas power plants in Isradle Turkish policymakers wanted to take
part in the supply of natural gas and oil to Islebugh Turkey. In this way Turkey will
participate in the projects for the Israeli poweatwork which might be extended further
cooperation in other fields. Zorlu holding signedamtract to participate in the construction
of the Ashdod gas-based power plant for % 20 sharissael in October 2005. The plant will
produce a significant amount of energy 100 MW afipf The Israeli authorities had to
consider the diversification of gas supply from tiplé sources in order to meet secure and
reliable energy. The BTC is a real alternative, lgnael, with its potential of Kazak and
Turkmen gas and oil. A company from Israel, Merhavinvesting in Turkmenistan as the
largest foreign contractor for the reconstructiod apgrading of Turkmen refineries. Merhav
controlled $1.4 billion worth of contracts in Turkmistan energy busine¥s.
Prior to 1997, Caspian region natural gas was eediv through the re-export route from
Turkmenistan via the Russian natural gas pipelystesn. Russia had originally intended to
deliver gas to the Turkish market by extendingdentral Asian pipeline and connecting it to
the existing Russian natural gas pipeline to Geoagid then via a new pipeline to Turkey. In

October 1998, Merhav negotiated with the Turkmehbgsvernment for a $3 billion deal to
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build a trans-Caspian gas pipeline (TCGP) that @daypass Russian territory. Earlier that
same month, Turkish President Stleyman Demirel Sayoarmurat Niyazov signed a long-
term agreement for the supply of Turkmeni gas tokéwy via the Israeli Merhav-backed
pipeline®® This pipeline was expected to be a substantialpoorent of the US sponsored
“East-West corridor” and would run along the BT@gdine. The BTC project was approved
by the Turkish, American, Azerbaijani, Georgian,zKla and Turkmen governments in
October 1998. The BTC project expected a high @ financially was not liable.
Nevertheless, it was an important step forward lorg-term diplomatic, strategic and
political purposes. The American government hopeasnf the project would guarantee
Turkey’s energy needs, and possibly be a futuregp®ource for Israel as its main partner in
the region.

Russia is not only the largest producer of natgaal in the world, but it has vigorously
competed for natural gas delivery to Turkey sifeerid-1990s. Ultimately, the Russian gas
monopoly Gazprom was able to harness its influearo@ng Turkish and Israeli business
lobbies and thus to realize the controversial BBtream project to be discussed. Negotiations
are now underway to extend the Russian pipelineutiiv the Turkish territory from the

Mediterranean to Israel.

Turkish Gas Demands and Its Supply

Turkey has begun shifting from oil to natural gasick is heavily dependent on imports for
its energy production and industrial needs. Turkishsumption of natural gas has increased
dramatically within a decade from 150 Billion culfeet (Bcf) in 1991 to 748 Bcf in 2003.
The Turkish authorities had signed gas import @msérfor a total of around 1.8 trillion cubic
feet (tcf) per year: The signed contract amount was far above the lastexis and revised
the estimation down by %45 by BOBAthe state natural gas and pipeline company), from
about 1.6 tcf to under 0.9 tcf in 2085.

Erbakan government signed a natural contract wiéim,|which was criticized by
various internal and external interest groups ingési 1996 There were writers who
described this deal as a representation of a brdatkakan campaign to improve its relations
with the predominantly Muslim world as a part of8Dproject®® The gas supplied from Iran
to Turkey was expected to cover about %19 of Thrkiseds by the year 201D.

Despite the planned Trans-Caspian Pipeline corgirucsuspension in 2002, the new
discovery in the Shah Deniz reduced Turkmenistdel®erage in negotiations over the

delivery capacity of the pipeline. On the otherdhahurkey behaved heavy handed in signing
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an agreement with Azerbaijan due to the over-comenitts in the previously signed gas
importation agreements with Iran and Russia. Rumsthlran were strict on their agreements
with Turkey over their purchase, and requestedeiakpay” provisions on Turkey. In case of
the event that the Turkish government fails to pase contracted gas, Turkey had to pay for
the gas which was not used. The provision incluziesth penalties of up to $1 billion per year
if Turkey does not live up to the letter of the trant®* Moreover, Turkey was not allowed to
re-export Russian gas to the third parties of irtgger Nevertheless, the parties managed to
reach a settlement that reduced both the pricetlamdake or pay percentage in the late
2003% Further discussion on the clauses of the contmcegotiated, but the discretion
remained in the hand of the Russian side. On ther dtand, Turkey continued its cooperation
with Azerbaijan on gas transportation and energyisgy and, signed an agreement on the
gas export deal from the Shah Deniz field. Accaydia the agreement, Azerbaijan is to
deliver 70 Bcf of natural gas to Turkey in 200677 Bcf in 2007, and around 223 Bcf per
year from 2009 through 2020 By the year of 2010 Azerbaijan is expected to suppout
%13 of total Turkish gas imports. Moreover, Turkayd Azerbaijan are proceeding to
construct the Baku-Thilisi-Erzurum gas (the Soutu€asus Gas pipeline) pipeline which
will run parallel to the BTC. These projects argp@sted to boost the East-West “energy
corridor,” in the coming years. Azerbaijani econorself-sufficiency and geopolitical stance
will be improved with the Turkish support of traesing Azerbaijan gas and connection of

Azeri to the Euro-Atlantic community.

The Blue Stream Mavi Akim) Impacts on the BTC Gas Usage

The Blue StreamMavi Akin) submerged gas pipeline was completed under thekBbea in
October 2002 and officially opened in November 602. The pipeline runs from Russian
port Dzhugba to Samsun in Turkey (see Map:2 and:BJafghe projected capacity of the
pipeline is 275,700 billion barrels a diyA sole dependence on any particular foreign
supplier is weakening a country’s ‘energy’ securiBussia aimed a strategic goal to re-
establish itself as the “great energy power” in ibgion. This would be achieved by aiming
be the dominant power in the energy business ax@orter and a network of transferring gas
and oil. Therefore, energy is seen as the key ¢onw Russian foreign policy doctrine,
namely routes of oil and gas distribution netwodantrol of energy resources and electricity
grids of the neighboring countries, as well the @tion in oil and gas supply to Euroffe.
The Turkish government’s decision to go ahead wighBlue Stream project was the result of

intense lobbying of particularly GAMA, ENKA, and Rien who heavily invested in Russia.
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Both the True Path Partip¢gru Yol Partis) government under Tansu Ciller (1993-1997) and
the Motherland Anavatan government led by Mesut Yilmaz (1997-2000) wenelicated in
influence-peddling to secure the Blue Stream ptoj€orruption scandals were associated
with all stages of negotiations and constructiothefprojecf®

The signed contract had a geopolitical significaaseregarded the “turnabout” in
Turkish-Russian relations. It was signed during tRessian Prime Minister Viktor
Chernomyrdin visit to Turkey on 16-17 December 199MWNevertheless, Justice and
Development (AK) government harshly criticized thas deal concluded by the previous
governments and made attempts to reductions inefjigklependence on Russia in 2003. The
Justice and Development government aimed to retheelependence on Russian supplied
natural gas from %70 to %30 within five yeéfs.
The Blue Stream project undermined long-term Tilrlesergy independence and security.
Russia gain upper hand over Turkey in this contogcthrough the legal mechanism of the
“take-or-pay” provisions and Turkey had to pay déxtant penalty fees for suspension of
pumping Russian gas into its distribution systérfihe contract is forcing Turkey to think
twice on the Turkish intention of supporting themhe independent Turkish Republics in
Central Asia. Direct imports of the Turkish repgblnatural gas has become less tangible and

much more financially taxing for Turkey.

New Initiatives in Energy Cooperation

The completion of the BTC was the turning pointhe energy cooperation between Baku,
Thilisi, Ankara, and JerusaleMThe inauguration ceremony for the BTC pipelinggpmarted

by the US, took place in the Turkish Mediterrangamt on 6 July 2006* Israel sent his
Minister of National Infrastructures Binyamin Beliezer to the ceremony in which there
were other 36 countries representatives. Israetasted in to build an extension to the BTC
pipeline up to its Red Sea port in Eilat (600 kmprder to deliver Caspian oil and gas to the
Eastern marketS.

The first delivery of Azerbaijani oil via the BT@ached Israel in July 2006. It was
only the sixth delivery of crude oil via the pipedito the Turkish terminal of Ceyhan to the
international markets. As a matter of general polisrael keeps the sources of its energy
imports and some other national issues confidenialvertheless, if previously Israel had
been secretly purchasing Azerbaijani oil, from nany the Israeli authorities announced this
sale publicly in order to underscore the strategature of Azerbaijani-Turkish-Israeli

cooperatior!® The Azerbaijani and Turkish sides took significpalitical and economic risks
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by selling and transferring oil to Israel in deft@nof the regime of Iranian and the Arab
extremists. Currently, the sixth part of Israeliipiports comes from Azerbaijdf.When the
Azeri-Chirag-Gungi (ACG) oil field in the Azerbaijani Caspian shekaches its maximum
extraction capacity, Azerbaijan is expected to gatee$29 billion in oil revenue over the next
20 years’?

Israel interested in purchasing the natural gasftke Shah Deniz field which might reach
the extraction volume of 9 Billion cubic meters aaly with a prospect of reaching 24
Billion cubic meters. Israel needs to import 1.7i@&n cubic meters of gas, some of which
could come from Azerbaijan. It is also proposedetdend the completed Baku-Thbilisi-
Erzurum natural gas pipeline to the Ceyhan eneudpyih Turkey. The Israeli officials made
clear their interests on purchasing as much Azgmiagas as possible and discussed this

possibility with their Turkish counterparts foranb-term contract®

Conclusion

The post-Cold War years brought an end the Soungbrthreats posed to Turkey and in the
wider region. Nonetheless, Turkey faced with a nemif new challenges aroused in the
region to their general security issues. The Trlasthorities tried to transform Turkey’s
status from a “consumer of security” to a “secuptpducer” in the region for the world
markets. This initiative required to face and oweene of a number of challenges regionally
and internationally. Moreover, the end of the C@lér and globalization has shifted the
pattern of security paradigm to a new non-militesgue, such as energy security. Meanwhile,
regional oil and gas producers like Azerbaijan, ddustan, and Russia were looking to take
advantage of the ongoing conflict in the Persialf @ud the rising demands of petrochemical
energy sources in the world markets.

In the post-Soviet Union era provided new oppottesifor the world consumers and
the regional countries to gain undisturbed accessliable sources of petrochemicals in the
Caucasus and Central Asia. Azerbaijan was/is @varable position due to its geographical
location for transferring Central Asian resourceshe western markets. The energy demand
and new atmosphere required fresh internationéibiivies either bilaterally or multilateral
cooperation and conflict8.

The sharing and distribution of the petrochemieaburces in the Caspian shelf were
problematic among the neighbors of the Sea in #rby 4990s. Therefore, energy security
became as a major issue in the area which mighdff@ct to the world energy markets.

Meanwhile, the two western-leaned regional demaxiuntries relations were diversified
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in the various fields. Therefore the relations lesw Turkey and Israel were a helpful
movement in promoting the independence and econemalality of Azerbaijan and their
cooperation with the other potential Central Asiturkish republics. This two countries’
stance as ‘the power of balance’ was supportedheyU4S against Russian and Iranian
challenges in the power balance in the CaucasuCasg@ian regions. The task was not so
easy to implement; nonetheless, the US governmmtated its official support for the
region beginning with the BTC project support aftées.

An inauguration ceremony for the BTC oil pipelin@swealized in Ceyhan on 6 July 2006.
This pipeline went round of the territories of Rasand Armenia, both of which have close
relations with Iran. This geopolitical project wailt to transport Caspian oil to the Turkish
port of Ceyhan for the western markets, which sujgploAzerbaijan’s economic and political
independence against the Russian and Iranian $tsesied challenges. This was important for
the American and Israeli policy makers who shahedstame original perceptions and realized
the strategic value of the construction of thisepipe. Israeli officials began to discuss
possible plans with Turkey to extend the BTC tads$rfor the Eastern markets. Although,
Turkey's overall strategy from the BTC was not yudompleted yet, due to successful
challenges of the Russian policies. This had tgdanes as the locking dominant country-
producers, Russia, of hydrocarbons into the Russiangy network.

The active and planned (the BTC and the South Gasc@as) pipelines will make a
significant contribution to the overall economiability and environmental security of all
transit countries, Azerbaijan, Georgia and TurkEyis is particularly important in economic
and environmental perspectives of commercial efgqtion for Georgia and Azerbaijan.
These two countries more or less dependent on thipsdines’ transit fees as significant
sources of their national revenue. Turkey, on thieerohand, can collect a regulated low
transit fees compare to its economic size, $40ianilannually in the last six years; it is
expected to rising to $300 million when the pipelieaches its full capacity. Nevertheless,
the overall Turkish expectation from the BTC busmaeavas/is to earn $1.5 billion. This
includes pipeline and terminal operations, trafest, and upstream investments. It is forecast
that the Caspian region could pump over 6 milli@mréls a day, roughly %6 of the daily
world oil demand by 2028
In the near future, energy, water, and environmsentrrity issues might be the most important
components of the relationship among the regionahtries. In such an environment, the
cooperation and alliances will play higher role fbe national and regional security among

the parties. With the BTC and planned pipelines,dfifety against environmental disasters of
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the Turkish Straits will be lessened, since a $iiggnit portion of oil tanker traffic through the
Turkish straits would be eliminat&@.The full capacity pipeline will avoid around 450&%
additional tanker movements a year, which approteipaonsisted of %35 of current tanker
movements through the Bosporus and Dardanellesdtition to this, Russians’ exports
toward the Baltic ports decreased from 3.1 millmbi/d to the levels in 2006, nonetheless,
Azerbaijan and Kazakhstan augment crude produdiuh exports in the near future will
expected to increase the current traffic (50,008seks, including 5,500 oil tankers passing
through annually) of the Straitd(See the Map:2 for proposed Bosporus Bypass Qg)tion

In the sphere of natural gas, the increasingly mamb alternative commodity to oil, the
results of the cooperation are less propitious. Blue Stream contract stipulates that Russia
has exclusive rights to construction and operatibthe Blue Stream pipeline project. Any
initiative to change the current statuesque islehged by the Russian policies in the region
as in the example of the Russian invasion of GaargiAugust 2008. Nevertheless, there are
potential opportunities to be discovered as in Bhee Stream project which might be an
energy bridge not only in the east-west directiut,also north-south, by transferring Russian
natural gas to Israel for the Eastern markets. Utide and possible future scenarios, Turkey
has a great potential to increase its geopolistalure in the SWAC and fulfill the gap of
energy security provider for the Greater Eur8be.
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The recent developments’ implication in the mediwmm, Russia would be expected to reap
most of the financial benefits as the exclusive ggsorter and transit country of the region
and the world. Russia has capacity to exert paliticfluence and economic leverage over
Turkey at the present bilateral energy relationse possible projects to deliver oil, gas,
electricity, and water from the sources countrie®ugh Turkey to the Asian and to the
European markets holds the promise of a promisiegkthrough for Turkey and possible
involving Israel in this energy and security busses. On the other hand, the recent conflict
between Russia and Georgia in August 2008 had iapiormplications for the West in
general, Turkey, Israel and the US in particulatha energy security issue and political
stance in the region. The conflict was near the Bh@ South Caucasus pipelines, critical for
delivering energy resources to the Western marketssia sent a clear message to the
international community about who can ‘control’ afid charge’ on the delivery and
distribution of the natural resources in the ardar&ling from the Caucasus to Central ASia.
This indicates that energy game is not fully oved ghere are a lot of projects and

cooperation will take places as the challengesguilbn in the region.
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