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The Turkish Stream Project in the
EU-Russia-Turkey Triangle

ERDAL TANAS KARAGOL" and MEHMET KIZILKAYA®

ABSTRACT The cancellation of the South Stream Project and the an-
nouncement of a new pipeline project in its stead, recently pro-
moted and called the Turkish Stream, to connect Russia and Eu-
rope via Turkey has added a new dimension to Turkey-Russia
relations. With its stable economic indicators and geopolitical po-
sition, Turkey has gained a critical position in shaping the glob-
al energy map by means of similar projects. The Turkish Stream,
which was launched in an atmosphere of souring relations be-
tween Russia and the European Union (EU), represents a project
that could play a critical role in improving Turkey-EU relations.

Introduction

he civil war that broke out in
TUkraine in 2013 and the Rus-

sian invasion of Crimea that
followed opened a new page in rela-
tions between Russia and the West-
ern world. Cold War tensions have
re-emerged through the Ukrainian
crisis. The United States of America
(USA) and the EU responded imme-
diately by implementing sanctions
against Russia. When Russia retal-
iated by using the energy card be-
cause Continental Europe depends
on a large scale of Russian energy, it
became clear that this type of crisis
would continue.

Following the launch of trade barri-
ers against Russia, Russian President
Vladimir Putin’s visit to Ankara in
December 2014 gained importance.
After the meeting, Putin announced
the cancellation of the South Stream
Project, which was planned to car-
ry Russian gas to Europe under the
Black Sea, and the start of works for
a new pipeline in replacement. Al-
though not a single feasibility report
have been done on it so far, the new
project, the Turkish Stream, is being
closely followed by many, particularly
European countries. The connection
of the South Stream’s new path to Eu-
rope via Turkey will set off a new pe-
riod in Turkey-EU relations as well as
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Although the EU’s dependency
on Russian gas has given

Russia the upper hand, the EU
has subsequently diversified
its energy sources

Turkey-Russia relations, by virtue of
energy-politics.

Transition from the South Stream
to the Turkish Stream

When in November 2013, the
Ukrainian government did not sign
the EU Partnership Agreement and
maintained its pro-Russian policies,
protests erupted. Demonstrations
rapidly spread from the capital Kiev
to the rest of the country and cli-
maxed with the overthrow of the gov-
ernment in Ukraine. The incidents
afterwards evolved into a civil war
between pro-Russian and pro-Euro-
pean groups.! A popular vote held
in the meantime formalized the mil-
itary Russian annexation of Crimea
and this met with condemnations
by countries led by the U.S. and the
EU. However, the U.S. and the EU
went further and established a se-
ries of political and economic sanc-
tions against Russia. These sanctions
had immediate repercussions on the
Russian economy; the Russian cur-
rency, the Ruble, lost value against
the American dollar, falling to the
lowest level in its record. The Bank
of Russia called a radical increase
in interest rate, raising interest rates

from 10,5 percent to 17 percent in
order to ease the impact of the cri-
sis.? Companies that are the back-
bone of the Russian economy took a
nose-dive because of the sanctions.
The Russian energy giant, Gazprom,
financially suffered. The $21 billion
profit announced by the company in
2013 dropped to a meager $3 billion
in 2014 (86 percent decrease). These
numbers are illustrative of the seri-
ous impact the sanctions had on the
Russian economy.’

Russia, hit by heavy financial losses
and seeing its indicators slump, tried
to retaliate through its energy poli-
cies —the most important economic
weapon it has at its disposal. The can-
cellation of the South Stream project
to carry Russian gas to Europe across
the Black Sea is the first move Russia
made against the Western sanctions.
As it was expected, on December
2014 during his visit to Ankara, Pres-
ident Putin announced the initiative
for the Turkish Stream to transfer an
equal amount of natural gas instead
of the South Stream Project. The
Western media paid a great deal of
attention to Putin’s announcement
regarding the Turkish Stream. The
reasons behind the cancellation of
the South Stream, 931 kilometers of
which were to pass through the Black
Sea and 1455 kilometers of which
through Continental Europe, and
the initiation of the Turkish Stream,
which is to consist of four pipelines,
have become an issue of concern.
Currently, the Blue Stream and the
West Pipeline, the two pipelines car-
rying Russian gas to Turkey, are in
use. Although no clarification has
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been made about the project route in
this direction, it was announced that
the annual 14-billion cubic meters of
the gas for the West Pipeline would
be transferred to the Turkish Stream.

Because of the U.S. and the EU sanc-
tions, Russia has begun to change its
energy policy in an effort to develop
alternatives. Still, although the EU’s
dependency on Russian gas has giv-
en Russia the upper hand, the EU
has subsequently diversified its ener-
gy sources (renewable energy, shale
gas), and this has become a threat
for Russia. In addition, Bulgaria has
lined itself up with the EU against
Russia on the application of sanc-
tions, which is one of the factors that
caused the cancellation of the South
Stream Project. The end of the South
Stream Project has contributed to
the deterioration of Russia’s relations
with the U.S. and EU.

Therefore, Russia has been incenti-
cized to look for new energy routes.
To this end, as of 2019, Russia’s an-
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nouncement to stop natural gas
delivery to European markets, via
Ukraine has been one of its most im-
portant moves. On the flip side, the
Turkish Stream project by forming a
new energy route between Russia and
Turkey could positively affect bilater-
al relations between these two coun-
tries. This project is perceived as a
mark of trust between the two leader-
ships. In addition, a Russian compa-
ny is in charge of the construction of
Turkey’s Akkuyu Nuclear Plant, the
first ever in Turkey, which also adds
a new dimension to Russian-Turkish
relations (Fig. 1).

Aside using energy agreements as a
strategic weapon, the main reason
behind them is the potential for fi-
nancial returns for the participating
countries. This is another justifica-
tion why the Turkish Stream Project
is a better option than the higher
cost South Stream Project. Moreover,
the Turkish Stream also provides a
“short-cut” for the pipeline, as it goes
under the Black Sea, which is anoth-

Fig.1. Possible Transit Route of the Turkish Stream Project
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The groundbreaking
ceremony of South
(aucasus Pipeline

in Azerbaijan on
March 17,2015.
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er money saver. Since Russia is facing
economic hardship, a financially ad-
vantageous project represents a key
economic opportunity for it.

According to the Memorandum
of Understanding signed between
GazProm and BOTAS, the Turkish
Stream is expected to create a trans-
fer of a total 63 billion cubic meters
of gas. Of this total, 15 billion cubic
meters will be stored in Turkey and
48 billion cubic meters in Greece.
Currently, Russia delivers a total of 16
billion cubic meters of gas to Turkey
via the Blue Stream pipeline. There-

fore, this will bring the project to a
critical point of energy demand se-
curity for Russia, Turkey, and the EU
countries.*

The Turkish Stream Part of
Turkey’s New Energy Vision

Turkey meets its energy needs mostly
through import. Turkey is looking to
reduce its energy dependency on out-
side sources and in recent years, Tur-
key has been taking remarkable steps
to achieve this goal. In this context,
Turkey has become a regional actor
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in energy for the sake of diversifiying
its energy sources, reducing its de-
pendency on natural gas and oil, and
developing energy-based bilateral re-
lations in the region. For a long time,
Turkey failed to take advantage of its
geostrategical position in proximity
to energy-rich countries; however, it
has recently started to play a critical

Turkey has become
aregional actor in
energy for the sake of
diversifiying its energy
sources, reducing

its dependency on
natural gas and oil,
and developing
energy-based bilateral
relations in the region

role in the regional energy equation
with the launch of the Trans-Anato-
lian Natural Gas Pipeline (TANAP)
Project.

Turkey has turned its economic sta-
bility into an advantage in energy
policy. Through TANAP-like proj-
ects, it has gained an upperhand in
the global energy market. The can-
cellation of the South Stream Project
and delivery of Russian gas to Europe
through a new pipeline transitting
through Turkey and Greece added a
new dimension to Turkey’s new po-
sition in the energy equation. The
fact that the Turkish Stream is a fully
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Russian project means that the de-
velopment of it will be dependent on
the Russian Federation’s decisions. It
would be strategically important for
Turkey to participate in this project
as a shareholder. Similalary to other
energy projects, Turkey’s engagement
may deter the negative fall-out of
an All-Russian project.® Turkey ex-
pects to improve its energy security
situation through this project. Fur-
thermore, finding alternative energy
routes to Europe would add a new di-
mension to Turkey-EU relations.

Turkey’s number one energy priori-
ty is to have secure energy at a rea-
sonable price. The second priority is
to become a commercial hub and an
energy center in the transfer of ener-
gy. Turkey’s third priority in energy,
as a natural result of its position, is
to turn into a safe post, meaning a
distribution center in the transfer of
energy sources to other markets. As
part of the Turkish Stream project,
the delivery of 15 billion cubic me-
ters of gas to Turkey will be critical
to meet Turkey’s recently increasing
energy needs. Turkey’s natural gas
consumption has been 48.6 billion
cubic meters in 2014,” demonstrating
how important the contribution of
the Turkish Stream to the country’s
use of natural gas will be.

Lately, involved in energy projects
on a global scale, Turkey has made a
great leap towards becoming an ener-
gy center thanks to energy projects.
In the context of EU-Russian ten-
sions, Turkey will claim a critical po-
sition in the global energy world, as a
middleman in the transfer of energy
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The benefits of the Turkish
Stream for the Balkan countries,
as potential partners, would

help the speedier accession of
non-member countries to the
EU by meeting their increasing
energy needs

via the Turkish Stream, TANAP and
the Trans-Adriatic Pipeline (TAP),
which are component of the South
Gas Corridor (SGC). Considering
the significance of energy in global
markets, the steps Turkey is taking to
become an energy center will play a
key role in Turkey’s transformation
into a global energy player.® Although
it seems unclear how long EU-Russia
tensions will continue, Turkey can
actually benefit from this ongoing
conflict. Turkey’s dependency on ex-
ternal sources of energy because of its
own lack of energy sources has led to
astronomical energy bills, which has
hindered its full economic develop-
ment potential. To achieve its goal
of energy independence and high-
er economic growth, Turkey should
pursue similar energy projects.

The Importance of the Turkish
Stream for Third-Party Countries

Although Russia and Turkey are the
main partners in the Turkish Stream
project, it will obviously not be limit-
ed to only a few countries directly or
indirectly involved with it. Along with

Russia and Turkey, Greece, Macedo-
nia and Serbia are likely to join this
project.” Without a doubt, Greece
will be the country most affected by
the Turkish Stream. With the cancel-
lation of the South Stream, Bulgaria
has been left out; and Greece, instead,
will be on the new route. As part of
the inclusion of Greece in this proj-
ect, Russian President Putin met with
Greek Prime Minister Alexis Tsipras
on April 8, 2015 to discuss the details
of the Turkish Stream Project. This
energy project will boost Greece eco-
nomically and place it in a better po-
sition in the energy world. When the
EU and the Western media harshly
criticized the Putin-Tsipras meeting
in a period of EU sanctions against
Russian, in an attempt to reduce
tensions with the EU, Tsipras said,
“Greece, as an EU member, has no
wish to follow a policy in contradic-
tion with the EU”

The reason why the Western media
reacted so strongly against the Rus-
sia-Greece meeting was that Greece
was among the EU countries, which
have not recovered from the 2008
global economic crisis. The Turkish
Stream presents Greece with a good
opportunity to pay its exorbitant debt
if it agrees with Russia to transfer nat-
ural gas to the EU through Greece.
However, it is still not clear to what
degree Russias Turkish Stream will
affect Greece, considering that Rus-
sia-EU relations are likely to evolve
and change over time. It is not a static
relationship. More concretely, the po-
tential contributions of the Turkish
Stream to the Greek economy would
be an increase in investment, addi-
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tional financial sources, and job cre-
ation. Basicially it would be a gold-
en opportunity for Greece at a time
when it woefully needs an injection
to bolster its weak economy. Anoth-
er plus would be that Greece would
become a key energy transit actor in
the region, as about 48 billion cubic
meters of natural gas of the Turkish
Stream is planned to be stored in
Greece.

Although the country, from which
EU imports natural gas will not
change, the route will. This is expect-
ed to improve EU’s energy security.
For now because of Greece’s slugging
economy, the 3.6 billion cubic meters
annual natural gas consumption of
Greece in 2013 dropped to 2.7 billion
cubic meters in 2014." Since the 48
billion cubic meters of natural gas to
be delivered to Greece via the Turkish
Stream is way above the country’s an-
nual natural gas consumption, most
of this will probably be exported to
other EU countries.

The main country of transit for this
project is Turkey and the four sub-
lines of the Turkish Stream will go
through it. After a visit by Gazprom
officials to Turkey on May 7, 2015,
it was announced that offshore con-
struction of the project would begin
soon. The parties agreed to start the
initial delivery as of December 2016.
As mentioned previously, a total of
5.4 billion cubic meters of natural
gas will be delivered from Russia to
Turkey via the Blue Stream in the first
four months of 2015 (a 4 percent in-
crease compared to the same period
of 2014). There is a positive dynamic
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between Turkey’s transformation into
a big energy market and the progress
in the Turkish Stream.

The Energy Security Summit in the
Hungarian capital Budapest on April
7, 2015, convened to discuss diversi-
fication of energy sources and sup-
ply in the region. The potential ad-
vantage of the Turkish Stream was
among the hot topics discussed. To
this end, it is very likely that the pipe-
line will also transit through other
Balkan countries, besides Greece, for
the distribution of Russian natural
gas to Europe.'" After the meeting,
Macedonia, Hungary, and Serbia,
together with Turkey and Greece, is-
sued a declaration in support of the
project, underlining the importance
of the progress made in the project."
Despite the declaration, however, the
European-leg of the Turkish Stream’s
route has yet to be finalized. Further-
more, in a statement issued by the
Hungarian Minister of Foreign Af-
fairs and Trade, Peter Szijjarto, Hun-
gary supports the construction of a
high-capacity Strategic Natural Gas
Pipeline via Turkey."

The benefits of the Turkish Stream
for the Balkan countries, as poten-
tial partners, would help the speedier
accession of non-member countries
to the EU by meeting their increas-
ing energy needs.'"* To achieve this
goal, talks continue over the Tesla
Gas Pipeline project among Greece,
Macedonia, Serbia, Hungary, and
Austria although the project is still
being considered. At the Budapest
meeting on April 7, 2015, how the 48
billion cubic meters of Russian gas to
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be stored in Greece will be distribut-
ed to EU countries through the Turk-
ish Stream was discussed.?

During the bilateral talks on June
13, 2015, Turkish President Recep
Tayyip Erdogan and his Russian
counterpart Putin had an exchange
of opinions about the future of the
project. Russian officials requested a
guarantee for the project in case of
a government change in Turkey af-
ter the June 7 general elections. The
outcome of the election has generat-
ed concern over the realization of the
project, as the ruling governmental
party was unable to obtain a majori-
ty of the seats in Parliament and new
elections are being called for Novem-
ber 1%, 2015. However, bilateral talks
continue.' The latest announcements
revealed that relevant coordinates for
the Turkish Stream Project were of-
fered by Gazprom and the company
is waiting for approval to launch fea-
sibility studies."”

Furthering the progress in the im-
plementation of the Turkish Stream,
Greece has reached an agreement
with its creditors, which is a criti-
cal step for the future of the proj-
ect. However, ambigiuties regarding
the course of the process still exist.
Before the talks with its creditors,
Greece was very willing to join the
Turkish Stream. As proof, during the
St. Petersbourg International Eco-
nomic Forum on June 18-20, Rus-
sian and Greek delegations signed a
governmental agreement to carry out
the Turkish Stream in Europe. In ad-
dition, Russia sent Turkey the agree-
ment document of the first pipeline

to be built in Turkey. This is also a
critical development for the future of
the project.’® If the referred steps are
taken in earnest, rapid progress will
be made.

Conclusion and
Recommendations

The global energy market is deter-
mined by both categories of coun-
tries that have and do not have ener-
gy sources. Thus, the energy transfer
among them forms one of the most
important components of the ener-
gy market. The natural gas market
has been the second most important
one after oil in terms of area of us-
age among fossil fuels, and a signif-
icant agenda item for on-going civil
wars and international agreements.
The Russia-Ukraine conflict since
November 2013 has deeply affect-
ed Russia-EU relations and mutual
economic embargos remain in effect.
With the annexation of Crimea by
Russia, the EU has launched sanc-
tions against Russia. In turn, Russia
stopped the South Stream Project,
which was to transfer Russian gas to
Europe via Bulgaria. Russia retaliated
by announcing a new pipeline proj-
ect, the Turkish Stream, through Tur-
key and Greece.

Turkey has recently taken major steps
in the energy field to become an ener-
gy corridor and an energy hub. With-
in this scope, the key point, as stated
by experts, is that Turkey is a serious
candidate to play the role of an en-
ergy hub. TANAP and the Turkish
Stream are examples of Turkey’s en-
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ergy policy. Among Turkey’s energy
policy priorities are: lowering energy
costs, energy security, and becoming
a commercial center for the energy
sector.

In the upcoming years, Turkey should
go beyond being an energy bridge
and follow more pro-active policies
regarding transit routes of energy
lines. In this sense, Turkey should
take the necessary steps to be a share-
holder in this project. Turkey should
look to a future where it will become
an energy hub; an indispensible en-
ergy route between the East and the
West, the North and the South. @
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