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Not so long ago Viadimir Putin declared to the world the formation of the Eura-
sian Union of Kazakhstan, Russia and Belarus and called all the former Soviet
states to the Union. Hence, Russia officially announced a regional organization
that resembles to European Union. Although Russia has Eurasian ideology and
perspective, Turkey also has projections and ideological infrastructure for the ini-
tiative of Eurasia. It seems that Turkey will be in between of two regional organi-
zations — the European Union to the west and the Eurasian Union to the east. It is
well-known that Turkey is a long time candidate of the EU, yet the level of rela-
tions with the EU is in a trend of decline and relations with Russia are improving
every year (including energy and trade areas of cooperation). In the near future,
could Turkish foreign policy orientation shift to the Eurasian Union? Then, what
will happen to Turkish and Russian cooperation on the energy issues?

Keywords: Eurasian Union, Russian Federation, Turkey, energy, pipelines.

Introduction

One of the Russian fundamental objectives behind the formation of the Eurasian Union is
to secure and improve Russian energy strategy in terms of both oil and natural gas. Be-
sides, Russia with Kazakhstan and Belarus announced the establishment of the Eurasian
Union and called all near abroad states to join the new organization. Following that, during
the negotiations between Russia and Ukraine on the issue of natural gas prices, Russia of-
ficially declared that if Ukraine joined the Eurasian Union, then they could get supplies at
the domestic prices as Belarus do (this issue, however, has become irrelevant after the
2014 Ukrainian Revolution). On the one hand, Russia heads a new giant energy resource
organization; Turkey is in a position of both consuming and transporting energy resources.
For instance, Turkey supports the projects of Nabucco (a natural gas pipeline supported by
the West), TANAP (originally an Azerbaijanian natural gas pipeline) and South Stream
(the Russian project of natural gas pipeline). It seems that Turkey stands between Western,
Caspian, and Russian pipeline projects including its own oil pipeline project of the Sam-
sun-Ceyhan which is planned to carry Russian and Kazakh oil from the North to the South
of the Turkey coast. In this sense, ‘energy’ factor will be the biggest impulse behind the
Eurasian Union and during Putin's third term, the organization will be on top of the Krem-
lin's agenda. Therefore, as the number of players grows every year, the number of organi-
zations grows too. At this point, the aim of this study is to analyze the energy relations
between Russia and Turkey by taking into consideration the Eurasian Union and its energy
impacts.
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Russian Foreign Energy Policy

Throughout history every nation tried to use its political leverage, economic relations, mil-
itary capability and other available means in the most effective way to strengthen the na-
tion's position in the international arena, and Russia is no exception. Therefore energy is
the biggest tool for the Russian foreign policy. After the collapse of the USSR, although
for Russia the first decade was catastrophic in terms of economics and social development,
the second decade was a success for the Kremlin as a result of high incomes from energy
exports. Furthermore, Russia managed to almost double its real GDP during Putin's first
and second terms before the 2008 global crisis. During the global crisis of 2008-2009,
Russian economy tested well, albeit economy numbers dropped in that period, and then
began to improve by 3—6 per cent annually. On the other hand, compared to the economic
crisis of the 1990s, Russia managed to control social stability in the country (Liuhto 2010).

Two thirds of Russia's exports consist of oil and gas and a quarter of the country's
GDP is generated by the energy sector, 10 per cent by Gazprom alone. Approximately
40 per cent of the budget revenues originate from hydrocarbons (/bid.). In 2008, Russia's
oil and gas revenues were approximately 310 billion dollars — 66 per cent of Russia's total
export revenues (Koyama 2009). Therefore, Russia's GDP has become increasingly de-
pendent on oil and gas revenues (Beck ef al. 2007). Putin's own words also underline the
situation well, ‘energy is, at least today, the most important motive force of world eco-
nomic progress. The present and future prosperity of Russia depends directly on the place
we occupy in the global energy context’ (cited in Legvold 2008). Smith (2008) thinks that
Putin has made it clear that Russia intends to use its energy export power to regain Rus-
sia's Cold War influence around the world, and particularly in Central Europe, the Cau-
cuses and Central Asia.

The energy demands of the world (and competition over energy resources) grow every
year. China, India, Europe, and the United States are the biggest consumers of hydrocar-
bon resources. It is estimated that up to 2030, these countries will require almost doubling
of energy imports. Hence, Russia, Central Asia, and the Caspian region are increasingly
important sources of energy for other countries, particularly in the West (Fredholm 2005).
For instance, by 2030, gas imports into the EU could rise by another 200 bem a year, from
around 300 bem today. At the same time, the most recent forecasts from the Russian ex-
perts are for an increase in gas exports of some 100 becm per year by 2030 to all destina-
tions, including the Asian markets (Cleutinx and Piper 2008; Helen 2010).

The Russian energy strategy aims at strengthening Russia's position in the global en-
ergy market and at maximizing the efficiency of the export possibilities of the Russian
energy sector with the best prices. In order to implement this strategy, Russia uses its
unique geopolitical location. In other words, the energy factor is a fundamental constituent
of the Russian diplomacy (Fredholm 2005). An important aim of the Russian foreign en-
ergy policy is to establish common energy area among the CIS states. Initially, the goal is
to strengthen, promote, and improve the integration of the common fuel and energy system
for the benefits of its participants (/bid.).

According to Kremlin, energy is a natural monopoly to be kept under state control. In
order to fulfill this ambition, the Russian state works through some major companies such
as Gazprom, Transneft, UES (Unified Energy Systems of Russia) (Fredholm 2005), and
Lukoil. In order to increase control over oil production, the government controls Russia's
oil and refined product pipelines, through the state-controlled company Transneft. This
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monopoly gives the Russian government a leverage against Russian private companies,
foreign investors and foreign countries, if needed (Woehrel 2009). Russian energy diplo-
macy is becoming increasingly active as the Russian government and Russian companies
are seeking to alter the basis of existing relationships and develop new relationships on the
basis of protecting relatively vaguely defined Russian national interests (Monaghan 2007).

In prevailing conditions, with the Caspian states becoming increasingly dependent on
foreign capital, particularly American capital, and Russia's own financial means remaining
limited, Russian goals have been threefold: first, to insist on the priority use by these states
of the export infrastructure that Russia already has in place; second, to promote Russian
oil and gas companies and help them to obtain the maximum shares possible in available
projects; and third, to try to use a variety of instruments to block projects that do not pro-
mote Russia's perceived interests (Allison 2004). The strategic goals of Russia's foreign
energy policy described below are based on two assumptions: 1) Russia's inherited desire
to regain leverage in the post-Soviet space in order to become a great power; and 2) a pos-
sible rise of Russia's neighbor, China, into the world's leading economic power in the
forthcoming decades (Liuhto 2010).

Dmitri Trenin (2008) asks the question, ‘Should one worry about Russia as an energy
superpower?’ and gives the negative answer because according to Trenin, Russia's energy
policy is much more about seeking profits than about establishing political domination.
Furthermore, Saunders (2008) claims that Russia's energy wealth and power will encour-
age broader assertiveness in Moscow's foreign policy to the detriment of U.S. and Euro-
pean interests. Another argument is that the contemporary Russian energy policy is no
longer a choice between staying West or going East; a combination of (geo)-political-
economic considerations has resulted in a multidimensional policy (Shadrina 2010). Re-
gionally, Russia seeks to move from ‘good-neighborly’ to ‘friendly’ relations with the
former Soviet republics, and then to ‘strategic partnerships and alliances’ with those who
wish it (Petro 2011). A decade ago Hill (2002) advocated the idea of Russia as an emerg-
ing energy power and even an energy superpower in the next 20 years. With the third
Presidential term of Putin, Russia entered the second decade of Hill's perception.

Custom Union and Expansion of Eurasian Union

The Economic Union Treaty was signed in 1993 to encourage economic integration
among the members (Obydenkova 2011) and the Customs Union initiative started in 1994
that would entail free trade between Russia, Kazakhstan, Belarus, and Kyrgyzstan, with
Tajikistan joining in 1999 (Sakwa 2008). According to the first agreement signed between
the parties, an economic union would be established following the formation of a multilat-
eral free trade association, a customs union, a common market and a currency union
(Shadikhodjaev 2009). Moreover, in 1999 five countries agreed on the Treaty of the Cus-
toms Union and Single Economic Space. When Vladimir Putin came to power, he initiated
the idea of a new economic structure, which is called EurAsEC created by the five CIS
Customs Union members in October 2000, and went into effect in April 2001 (Nygren
2008). The Customs Union of the Republic of Belarus, the Russian Federation and the
Republic of Kazakhstan is an integrated customs area that forms a part of the Eurasian
Economic Community and came into effect on January 1, 2010. It has a population of
more than 165 million, a total GDP of $2 trillion and a goods turnover of $900 billion
(Krotov 2012). Custom barriers were lifted for cross-border trade among the three states in
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July 2011. Since January 2012, the Customs Union turned into a Common Economic
Space in which questions over the rules on competition, transportation, agricultural subsi-
dies and visa and migration policy started to be jointly regulated by the member states
(Halbach 2012).

In terms of the energy relations between Russia and Belarus, Russia is the main hy-
drocarbon supplier of Minsk, while Belarus is one of the transit states of Russian hydro-
carbon supplies. Many years, Russia actually supplied natural gas to Belarus at lower pric-
es which helped the Belarus leader to keep his popularity and a reasonable standard of liv-
ing. In other words, gas from Russia is not only vital for country's economic growth but
also for political stability (Bruce 2005). While a share of Russian gas in energy consump-
tion of Belarus economy is about 75—80 per cent, Belarus has a capacity of 13—15 per cent
to fulfill its energy need by its own reserves (Manenok 2010). And Belarus transits of Rus-
sian oil and gas supply to Europe amount about 20 per cent and constitute 30 per cent of
all the transits respectively. Due to Gazprom's ambition to buy the Belarus gas distribution
company Beltransgaz, Russia attempted to buy assets of Beltransgaz in September 1993.
The Russian side offered to double its gas deliveries to Belarus by 2000 and in return
transfer Beltransgaz to Gazprom control for 99 years (Bruce 2005). Although the agree-
ment was signed between Beltransgaz and Gazprom, the agreement was not ratified by the
Belarusian parliament. Afterwards, as a result of the swelling debt of Minsk, Gazprom
increased pressure on Belarus to pay its overdue payments that Belarus refused to pay.
Therefore, Russia reduced gas supplies to Belarus twice (1997 and 1998) and demanded
cash payment instead of barter (G6tz 2007). Lukashenko refused to privatize Beltransgaz,
because he was heavily dependent on profits from the gas sector for his political livelihood
(Zaitseva 2005).

During Putin's second term, at the end of March 2006, right after the presidential elec-
tions that confirmed Lukashenko in office for another 5 years, Gazprom announced that it
would raise the gas prices starting from 2007 according to the market prices (PONTIS
2007). At the first stage of the negotiations, Gazprom claimed that Belarus should pay
$200, but then lowered the price down to around $100. Still, Belarus insisted that this
would be a violation of the Customs Union Agreement, according to which Belarus should
receive gas at Russian domestic prices (Yafimava and Stern 2007). Finally Belarus agreed
to pay US$ 100 in 2007 that doubles the previous price.

Table 1. Gas prices paid by Ukraine, Moldova and Belarus in 2006-2007 (in $/tcm)
(Gromadzki and Kononczuk 2007)

2005 2006 2007
Ukraine 50 95 130
Moldova 80 110-160 170
Belarus 47 47 100

Additionally, Belarus received stabilization loans amounting to US$ 1.5 billion from Rus-
sia to offset increased energy costs (Dura 2008). Another crisis between Russia and Bela-
rus in June 2010 once again revealed the subject of the debt payments (Yafimava 2010).
Finally, in July 2010, Beltransgaz and Gazprom agreed on the prices and payment sched-
ules. While stepping towards the integration with Russia and Kazakhstan, Minsk began to
get rewards from Moscow. For instance, in the middle of 2011, it was announced that Bel-
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arus would get $3-3.5 billion from the EurAsEC anti-crisis fund." Moreover at the end of
2011, Belarus and Russia agreed on 2012-2014 gas contracts. According to the new con-
tract, Belarus will pay $164 per 1000 cubic meter for Russian gas in the first quarter of
2012 compared with an average price of $400 paid by European countries. The deal also
included the increase of Gazprom's stake in Beltransgaz from 50 to 100 per cent. As a re-
sult, Belarus won the cheap price for its budget and gave up its income from Belarus gas
market.”

Kazakhstan is a landlocked country and has common borders with Russia, China, Uz-
bekistan, Kyrgyzstan, and Turkmenistan. At the beginning of its independence, Kazakh-
stan declared ‘multivectoral’ foreign policy, which means a willingness to develop and
improve strategic, diplomatic and economic relations with major geopolitical powers,
namely China, Russia, the United States, and Europe. However, multivectoral foreign pol-
icy of Kazakhstan turned into ‘bilateralism’ as seen in the process of proximity between
Russia and Kazakhstan in recent years (Wood 2008). Since independence Russia has re-
mained Kazakhstan's most important economic partner, especially for Kazakh energy ex-
port, which is still heavily dependent on Russian controlled pipelines constructed during
the Soviet period (Weitz 2008). In 2005, the President of Kazakhstan Nursultan Nazar-
bayev outlined his foreign policy priority in the following way: ‘...we have a choice be-
tween remaining the supplier of raw materials to the global markets and waiting patiently
for the emergence of the next imperial master or to pursue genuine economic integration
of the Central Asia region. I choose the latter’ (Blank 2005). Few years later, during the
Second Astana Forum in March 2009, Nazarbayev said that the integration process should
continue under the aegis of the Customs Union (Vinokurov 2010).

Kazakhstan has the Caspian Sea region's largest recoverable crude oil reserves and its
production reached to 81.b m/t in 2010 (BP 2011). Kazakhstan's growing petroleum indus-
try accounts for roughly 30 per cent of the country's GDP and over half of its export reve-
nues (Barry 2009). Although Kazakhstan consumes slightly more than it produces, domes-
tic consumption has been increasing at 9.5 per cent per year in the last decade compared
with production growth of 22 per cent per year. Natural gas production of Kazakhstan was
33.5 bem in 2010 and almost 12 bcm was exported to Russia (BP 2011). According to
EIA, Kazakhstan is shifting from being a net natural gas importer to becoming a net ex-
porter within the next few years (EIA 2009). KazRosGaz will actually determine the en-
ergy relations between Russia and Kazakhstan. Gazprom and KazMunaiGaz formed Kaz-
RosGaz joint venture in June 2002 aiming to buy and sell gas and process it at Russia's gas
treatment facilities. As a result of the process of the Customs Union, Kazakhstan expects
large Russian investments into Kazakh gas fields and an increase in gas production. For
that reason, Russia and Kazakhstan signed an intergovernmental agreement on the joint
geological survey and exploration of the Imoslevsky gas condensate field.’

In terms of political expansion, the Eurasian Union will increase Russia's weight in the
world political arena in order to become a superpower again or at least manage to voice
multipolar system. In this respect, according to Putin's first proposal, target countries are

' Ria Novosti. Belarus to Get $3 bln loan from EurAsEC — Premier. May 19, 2011. URL: http://en.rian.ru/business/
20110519/164117956.html.

? Ria Novosti. Lukashenko Says Beltransgaz Sale to Gazprom ‘Very Profitable’. December 23, 2011. URL: http://
en.rian.ru/world/20111223/170444388 .html.

* GazetaKz. Gazprom Increases Gas Exports to Kazakhstan by 10% in 2011. January 19, 2012. URL:
http://engarticles.gazeta.kz/art.asp?aid=356030.
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Kyrgyzstan and Tajikistan which are small and economically weak countries of the CIS.
Esengul (2012) thinks that they will support the scheme not only because their societies
are loyal toward Russia and Russians, but also because their economy and security depend
on Russia. It is no secret, that the EurAsEC will be the economic pillar of the Eurasian
Union. For that reason, it was announced that the preparations to sign the agreement on the
Eurasian Economic Union, composed of Russia, Belarus, Kazakhstan, Kyrgyzstan and
Tajikistan, must be completed by January 1, 2013.* In other words, economic cooperation
between the post-Soviet states has started to gain momentum, although in different forms
and in varying combinations of its participants. Within this context, the intention of Rus-
sia, Kazakhstan and Belarus to move to the next stage of economic integration and to es-
tablish a full-scale economic union by 2015 constitutes an important part of this process
(Chufrin 2012).

In this context, Ukraine, Moldova, Azerbaijan, Armenia, Turkmenistan, Uzbekistan, and
Georgia will be the target countries for the second wave of expansion of the Russian influ-
ence. Although it is known that most of the CIS countries have certain limits of interest to
become a member of the Eurasian (Economic) Union (Hoffmann 2012), Ukraine is
a significant target country for Russia. In the Ukrainian case, Russia employs the gas prices
in order to convince Kiev to become a member of the Customs Union. While Ukraine com-
plains about high gas prices, Russia responses that, ‘if you become a member of the Customs
Union like Belarus, you can get natural gas at the domestic prices’ (Olearchyk 2011). Gas
prices are significant for Ukrainian problematic economy and before the 2014 Revolution
Ukraine even considered joining the Eurasian Economic Union rather than the Eurasian Un-
ion (in a short term this resembles the Turkish case in the European Union at some points).

On the other hand, Uzbekistan and Turkmenistan do not display an interest in the idea
of the Eurasian Union. The President of Uzbekistan Karimov has stated that Moscow's
strategies of integration represent no more than a return to a disguised Russian imperialism
and that his country had no need for integration with ‘a political flavor’ (Laurelle 2012).
Turkmenistan also aims to be the Switzerland of Central Asia and attempts to stay away
from a regional organization that required strict loyalty. And Azerbaijan is the only coun-
try that has access to western markets and that has broken the monopoly of Russian pipe-
line system. Therefore, it is likely that Azerbaijan will resist the political expansion of the
Eurasian Union. Nevertheless, Armenia, Moldova, South Ossetia and Abkhazia are
the weakest links of the CIS region. South Ossetia and Abkhazia might consider joining
such an organization in order to gain international recognition that would divide Georgia
and redraw the Caucasian map. Moreover, Armenia is highly dependent on Russian energy
resources and geographically isolated. Instead, Russia might be unwilling to disrupt Azer-
baijan-Russian relations with the early membership of Armenia. And finally Moldova (that
is an important country for the transmission of Russian energy supplies) has domestic
problems with its Transnistria region. If Moldova resists Russian foreign policy or energy
policy interests, the Kremlin might provoke Transnistria to join the Customs Union or the
Eurasian Union afterwards. Still, the range of expansion is not clear, because so far there
are no criteria or obligations for membership modified by the founders of the Customs
Union. Most probably, President Putin will determine expansion according to the Russian
national interests.

4 Ria Novosti. Putin Says Deal on Eurasian Economic Union Must be Ready by 2013. May 19, 2011. URL:
http://en.rian.ru/russia/20110519/164123753.html.
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Russia-Turkey Energy Relations

After the end of the Cold War, Turkey has improved its geopolitical importance in terms of
energy politics as a result of new pipelines either constructed for Turkish demand or passing
through Turkish lands to reach world markets (Tekin and Walterova 2007). Therefore, par-
ticularly after the construction of the Blue Stream natural gas pipeline, Turkish demand for
natural gas increased, and as a result Turkish economy revealed as a consumer, transporter
and producer in terms of hydrocarbon supplies. According to the EIA results, Turkey is one
of the fastest growing energy economies of the world and it is expected by the Turkish Min-
istry of Energy and Natural Resources that energy demand of Turkey will double in 15 years
(Turkish Ministry of Foreign Affairs 2009: 1). The latest Deloitte report about the Turkish
natural gas market (published in March 2012) also marks the urgent need of gas for Turkey's
economy in short term due to the Turkish economic growth.

Graph 1. Demand and Supply Projection of Turkey (Deloitte 2012)
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Although Turkey is highly dependent on energy exports, it is also considered as a ‘natural
bridge’ between Central Asia, the Caucasus and Europe. For instance, concerning the oil
transportation, according to the Turkish Ministry of Foreign Affairs, 3.7 per cent of the
world's daily oil consumption is shipped through the Turkish straits (Baykal 2009). Ac-
cording to the Turkish Energy Strategy Paper 2012—-2013 published by Turkish Ministry of
Energy, the Turkey aims at accomplishing several objectives which are boasting supply
security and Turkey's influence in regional and global energy markets, protecting the envi-
ronment, making greater use of domestic resources and restructuring the legal-institutional
infrastructure of the national energy market (Kardas 2010). In terms of energy politics, the
Russian Federation is Turkey's main partner for many years, because Turkey is dependent
not only on Russian natural gas for about 50 per cent, but also on Russian oil for about
35 per cent. Other than that Turkey is part of the gas pipeline projects aimed at bypassing
the Russian monopoly pipeline system in order to reach the Caspian or Middle East re-
serves. Besides, Turkey has its own oil pipeline project aimed at transporting Russian and
Kazakh oil from the Black Sea Cost to the Mediterranean Cost of Turkey.
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Table 2. Oil and Natural Gas Pipeline Projects Related to Turkey (Sevim Varol

2011)
Meas- Esti-
Project Type ure/an Countries Route mated Cost
nually Date
South Natural | 63 bcm | Gazprom- Total route is 2015 €12.8
Stream Gas Russia, ENI- | 2.000 km including billion
Italy 900 km subsea route

of Black Sea. Bul-
garia, Serbia, Hun-
gary and Austria,
Slovenia, Italy
Nabucco Natural | 31 bcm | BEH-Bulgaria, Total is 3.300. After 2018 €79
Gas BOTAS- passing through billion
Turkey, MOL- | Turkey enters or-
Hungary, OMV- | derly Bulgaria, Ro-
Austria, RWE- | mania, Hungary and

Germany, Austria.
Transgaz-
Romania
TANAP Natural | 16— Azerbaijan, Total route 2.000 2017 €5-8
Gas 24 bem | Turkey km billion
Burgas- Oil 35— Russia, Bul- | 280 km 2014- | €1 bil-
Alexan- 50 m/t | garia, Greece 2015 lion
droupolis
Samsun- Oil 50- Russia, Pipeline will reach 2015 US$ 5.6
Ceyhan 70 m/t | Turkey Ceyhan port in billion
25-30 Mediterranean coast
m/t of Turkey after

passing through the
Black Sea and en-
ters from Samsun
port.

At the end of 2011, there were two developments regarding Russia-Turkey energy rela-
tions. First, Turkey and Azerbaijan signed a new agreement on the natural gas pipeline
TANAP whose capacity will be 16-24 bem. By signing that deal both Turkish and Azeri
sides suspended the Nabucco pipeline project and structured a new rival project against
Russia's South Stream gas pipeline. Western countries support Turkey as an alternative
route from the Caspian Sea to create competition to Gazprom and Russia. Furthermore,
some Caspian producers also perceive Turkey as a better transit country for their exports.
This fuels the rivalry between Russia and Turkey in the energy field and forces Russia to
take into consideration the importance of Turkey in the geopolitics of the region (Tekin
and Walterova 2007). Secondly, few days after the signature of TANAP, Turkey con-
firmed the official permission for the construction of South Stream pipeline project. Not
long ago Nabucco and South Stream seemed to rival to each other. According to some
Western and Russian analysts, now TANAP and South Stream seem to be new competi-
tors for the European energy market and Turkey is in the middle of this competition. With
the advent of TANAP project there had been raised questions, especially in the West,
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about the possibility of implementation of the Nabucco project. The answer was found
when Nabucco Company announced that it had changed its name to Nabucco West that
would bring Caspian gas from the Bulgarian-Turkish border to Baumgarten and beyond.5
Although its name is still ‘Nabucco’, one thing is certain, and it is that Turkey is out of
Nabucco. Furthermore, in the middle of 2013, the Nabucco Company was abolished and
withdrew from the energy game.

Another important aspect of Russian-Turkish energy relations is the Samsun-Ceyhan
oil pipeline planned to carry crude oil between the Black Sea oil terminal in Samsun and
Mediterranean oil terminal in Ceyhan/Turkey. The 550-km pipeline has a normal capacity
of 1.5 mil/bbl/d (Popovici 2009). The aim of this project is to provide an alternative route
for Russian and Kazakh oil and also ease the traffic burden of the Bosporus and the Dar-
danelles. It is expected that the Russian oil production will reach 11.5 m/bbl per day by
2030, regarding that the Russian consumption anticipated to grow more slowly than pro-
duction, export capacity would eventually increase (Roberts 2007). At this point, how will
these oil output reach markets, regarding that the Turkish straits are limited? It is well
known that the Kremlin supported the idea of the Burgas-Alexandroupolis Pipeline (BAP)
to bypass the Turkish straits, then how Russian energy strategy changed towards to de-
pendence on Turkish lands for the Russian oil export instead of the BAP option? In this
context, Russia chose to support the Samsun-Ceyhan pipeline project in exchange for the
Turkish support of South Stream. It is a geopolitical opportunity to accomplish a historical
project for the Turkish foreign policy and economy. During St. Petersburg Economic Fo-
rum in June 2011, the Russian deputy Energy Minister told that Russia remained commit-
ted to the BAP; and then Energy Minister Sergei Shmatko stated that ‘today within the
sidelines of the talks we are holding, there is no chance for development on the project.
Being aware about the position of the current Bulgarian government we do not expect any
progress’ (Kennedy 2011). However, it is clear that the BAP is still on the agenda of the
Russian administration, because Russia has reiterated its determination to construct the
Burgas-Alexandroupolis oil pipeline and reduce the price tag of the project, following
Bulgaria's withdrawal (Balkans 2012).

No doubt that the Russian main target is to accomplish the South Stream gas pipeline
project and avoid or at least suspend other rival projects. Thus, Russia will increase its
dominant status over the European gas market and guarantee its energy export income,
which is vital for its energy export-oriented economy. In order to achieve this goal, Russia
must guarantee to purchase Central Asian gas import to Gazprom due to reason that Rus-
sian own natural gas production capacity is not sufficient to fulfill its export requirements.
At first stage, Russia will expand the Customs Union by the membership of Kyrgyzstan
and Tajikistan and will pressure Uzbekistan to join the Union. Under these circumstances,
Russia will increase its great power status in the region and will keep foreign energy poli-
cies of Uzbekistan and Turkmenistan harmonious to Russian national interests. At the sec-
ond stage, Russia shall effort to guarantee gas market of Europe by increasing its market
representation in the energy sector of Europe. For instance, Gazprom announced its inten-
tion to purchase Greece's DEPA (the state owned gas company) in 2012 (Bouras 2012).
Moreover, Bulgaria is also highly dependent on Russian energy resources that withdrew
from the BAP, but not from South Stream. Hence, Russia tried to avoid or suspend
TANAP's efforts to reach South European markets before South Stream by increasing its

3 See http://www.nabucco-pipeline.com/portal/page/portal/en.
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market representation and decision-making role in the region. And if TANAP would not
find a market to sell its gas until 2017, Azerbaijan might consider selling its whole surplus
gas to Russian Gazprom instead of Europe (UPI 2012). As a result, Russia forced Azerbai-
jan to choose the Trans-Adriatic Pipeline (TAP) in Southern Europe and leave Central Eu-
rope gas market to Gazprom. In 2013, Azerbaijan declared that consortium members had
selected the TAP for TANAP and had suspended the TANAP-South Stream pipeline ri-
valry for a while. In order to guarantee South Stream gas supply, Russia will definitely
need Central Asian gas resources in the near future. Therefore, it is expected that Russia
will employ Central Asian gas (prospect Eurasian Union members) to surround Europe
and Turkey and will try to control Azerbaijan gas routes.

The creation of the Eurasian Union will form a giant ‘Energy Union’ in the north and
east of Turkey with the advantages of determining routes and prices as well. First of all,
Turkey is highly dependent on export of oil and natural gas and pays high bills every year
from its budget. The main aim of Turkey (and the European countries as well) is to pro-
vide reliable and cheap energy resources. However, the advent of such a union will pro-
vide a great advantage to the Kremlin in order to determine prices and impose foreign pol-
icy actions. The main question is whether Russia will offer Turkey to become a member of
the Customs Union and receive cheap gas on terms of Turkish withdrawal from the Euro-
pean Customs Union. It is not so easy to answer it but it is worth considering. Europe is
a significant export and import market for the Turkish economy; however the latter needs
much more gas with its current economic growth rates that means high natural gas bills
annually. In addition, Russia and vast Eurasia promises a new market for the Turkish
economy. It is possible that as long as Turkish membership of the European Union is de-
layed, Turkey will be much more close to Russia and Eurasia. The fact that Turkey was
accepted as a ‘dialog partner’ into the Shanghai Cooperation Organization well exempli-
fies this proximity approach.

Conclusion

Since the formation of the Russian Federation from the heritages of the Soviet Union, en-
ergy resources turned out to be the main pillars of the Russia foreign policy due to energy
export income for the budget. Therefore, in order to sustain its dominance over energy
pipelines, Russia focused on keeping its ‘Near Abroad’ close to Russian politics by means
of new regional organizations. The Eurasian Union is the latest version of a regional or-
ganization in this part of the world that has the capacity to accelerate the energy groupings
as well. One of the main questions is whether Russia aims at creating a respective energy
grouping. In this sense, evidence of many centuries demonstrates that Russia cannot sur-
vive without creating an influence area. But this time, Russia looks for creating economic
and diplomatic dependency of the ‘Near Abroad’ states on Moscow, instead of sending
troops to these regions.

Inherently, Russia aims at strengthening, promoting and improving the integration of
common energy system by signing long-term supply contracts, exploration and production
contracts and buying assets of energy companies of these countries. Within such a sce-
nario, Russia would probably reveal itself as an energy superpower of the world which is
capable of influencing both Asia and Europe through the ways of pipelines. In this context,
Turkey will definitely be affected by the developments of the Eurasian Union in the re-
gion. Integration of Belarus and Kazakhstan with Russia under the umbrella of the Cus-
toms Union and its growing influence area is significant for the Turkish foreign policy,
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because Turkey is highly dependent on Russian hydrocarbon reserves and pays consider-
able prices every year. Moreover, according to some reports, Turkey's natural gas and oil
consumption will grow, yet Ankara could not manage to sign a supply contract in order to
satisfy short-term requirements. Due to the geographic location of Turkey, the list of oil
and natural supplier countries is restricted to a few countries such as Azerbaijan, Iran and
Irag. As long as Russia has a significant role in Turkish energy requirements, Turkey
should accurately observe the evaluation of the Eurasian Union.

The period of 2012-2013 was a time of competition between South Stream and
TANAP natural gas pipelines and between Samsun-Ceyhan and Burgas-Alexandroupolis
oil pipelines. However, the rivalry between these two pipelines was not terminated. As, on
the one hand, Turkey is highly dependent on Russian energy supply and wants to construct
a new oil pipeline that would tighten energy relations between Russia and Kazakhstan.
And, on the other hand, Turkey wants to establish the TANAP gas pipeline with Azerbai-
jan that would diminish the importance of South Stream and prevent the expansion of the
Eurasian Union to the Caspian region. It seems like a chess game that both Ankara and
Moscow should play inevitably. It is expected that Russian and Turkish energy coopera-
tion in the region will continue, because it is too risky for Turkey to stand as a challenger
against the Russian energy projects.
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