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ABSTRACT The energy resource potential and discoveries in the Eastern Med-
iterranean have attracted the attention of the global energy markets for a
long time. Since the beginning of the 2000s, exploration and drilling activ-
ities have continued to increase in the region. The discovered hydrocarbon
resources are only a small part of the estimated potential, consequently,
the actors in the Eastern Mediterranean have been focusing on increasing
this quantity. On the other hand, the ongoing discussions related to Exclu-
sive Economic Zones have delayed the seismic surveys, drilling operations,
and production activities in some specific areas of the region. Moreover,
transferring the discovered resources from the Eastern Mediterranean to
the international markets is another issue that has not yet been resolved.
Therefore, this study evaluates the general situation in the Eastern Med-
iterranean in terms of the potential of energy resources, discoveries, and
transfer projects. In this context, this paper examines the geo-economic
competition over the energy resources in the region.
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Introduction

of the 2000s, especially in the context of the potential energy resources

in the region. Along with this potential, debates on discoveries, produc-
tion processes, and transfer options of the resources have continued. Although
the current situation in the region started 20 years ago, the historical process of
offshore drilling in the Eastern Mediterranean goes back to the 1960s. During
this period, Egypt and Israel carried out various drilling operations.! However,
success could not be achieved due to the technical deficiencies and conditions
of that period. In the early 2000s, exploration activities in the Eastern Med-
iterranean Basin began again with the small-scale discoveries of Israel. The
discoveries of Tamar and Leviathan fields located in Israeli territorial waters in
2009 and 2010 caused international attention to turn to this region. These two
fields were the world’s largest deep-sea gas discoveries in that period. Later,
the discoveries of the Aphrodite field in 2011 and the Zohr field in 2015 have
moved the Eastern Mediterraneans position from regional to a global level.
In brief, the discovery of a substantial amount of energy resources overtime
in the Eastern Mediterranean has turned the region into an environment of
multidimensional competition.

The Eastern Mediterranean Basin has become popular since the beginning

As its name signifies, the Eastern Mediterranean Basin covers the area in the
East of the Mediterranean Sea. This region’s western boundary starts from Sicily
and Tunisia, while the eastern frontier extends to the coasts of Turkey, Syria,
Lebanon, and Israel.” In the Eastern Mediterranean, the exploration and drill-
ing activities have been conducted intensively in the area between the South of
Turkey and North of Israel, Egypt, and Libya. Therefore, Turkey, the Turkish Re-
public of Northern Cyprus (TRNC), the Greek Administration of Southern Cy-
prus (GASC), Syria, Lebanon, Egypt, Libya, Greece, Israel, and Palestine are the
countries to have the inherent rights to explore and exploit the energy resources
in the region. In this sense, some of these countries’ exploration and drilling
activities have continued in the region for a long time. Turkey, Egypt, Israel,
and GASC are the leading countries that have maintained drilling activities in
the Eastern Mediterranean. Among these, while Egypt, Israel, and GASC have
carried out several explorations, Turkey has recently started pursuing drilling
operations. The countries that have not yet drilled are Syria, Lebanon, Libya,
and Palestine. It is quite clear that ensuring energy independence and security
by discovering and producing hydrocarbon resources has strategic importance
for all countries in the region. Therefore, the resources discovered in the region
in the last 20 years and waiting to be discovered in the near future are crucial for
both the political and economic balances in the Eastern Mediterranean.

In addition to exploration and drilling activities, several technical, commer-
cial, legal, and political challenges need to be overcome to extract and export
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the resources from the region. In this context, deter- The resources
mining the maritime boundaries between the coun- di dinth
tries in the region is one of the main problems in the Iscoveredin the
Eastern Mediterranean. This problem has caused region in the last 20
certain delays anc? inconveniences in 'exploratlon years and waiting
and export operations. To solve the said problem, .

countries in the region need to meet on a common to be discovered
platform and design the maritime zones on an eq- jn the near future
uitable basis. However, the maximalist attitudes ial for both
of some actors in the region prevent the resources are crucial for bo
from being shared fairly and justly. the political and

On the other hand, the region’s hydrocarbon re- feconomlc balances
source potential offers essential opportunities to en- in the Eastern

able local and global cooperation, increase energy [Mediterranean
supply security, and establish a stable political sys-

tem.” According to the latest estimates, the oil and

gas potentials of the region are almost 5 billion barrels and over 13.5 trillion
cubic meters, respectively. Moreover, the economic value of this potential is
worth hundreds of billion dollars. For this reason, the region needs to trans-

form into a geography that provides economic benefit rather than an envi-
ronment of conflict. Therefore, a joint agreement platform is required in the
region with the participation of all parties.

The main debate in the Eastern Mediterranean Basin can be categorized into
three headings: economic, political, and judicial. These three fundamental
issues are closely associated with the energy resource potential in the region.
In this context, two major points become prominent: utilization of the hy-
drocarbon resource potential in the region and transferring the resources to
the international markets. These matters lead to some political and judicial
problems for both the countries and actors in the region. Therefore, several
challenges must be overcome to allow optimal discovery and exploration ac-
tivities in the Eastern Mediterranean. One of the first things to be done is
to establish a cooperation organization encompassing all countries in the
region.

Within the framework of the issues mentioned above, this research aims to
analyze the competition in the Eastern Mediterranean from the perspective of
energy resources. The structure of this article consists of three parts. First, the
study focuses on the energy resource potential and discoveries in the Eastern
Mediterranean Basin. The second part will present the production processes
of the discovered gas resources and possible transfer routes of these resources.
The final part includes a general evaluation and concluding remarks related to
the energy competition in the Eastern Mediterranean.
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found

future

The Energy Resource Potential and Discoveries in the Region

The debate on hydrocarbon potential in the Eastern Mediterranean has con-
tinued for a long time. One of the first studies about this subject was made by
the U.S. Geological Survey in 2010.* According to this study, the Leviathan
Basin, which comprises the open sea of Israel, Palestine, the South of Cyprus’
Island, and Lebanon, holds approximately 1.7 billion barrels of crude oil and
3.5 trillion cubic meters of gas. In addition, it is estimated that there are 1.8 bil-
lion barrels of crude oil and 6.3 trillion cubic meters of gas reserves in the Nile
Delta Basin, which is in the maritime zone of Egypt. Therefore, the hydrocar-
bon resource potential of only these two basins corresponds to approximately
3.5 billion barrels of oil and 10 trillion cubic meters of gas.

Apart from the abovementioned estimations, some researches show the exis-
tence of significant resource potential in the western part of the Eastern Med-
iterranean. However, detailed drilling operations have not been conducted as
yet in these fields. On the other hand, a limited number of seismic surveys are
being carried out, especially around the Crete (Girit), Rhodes (Rodos), and
Kastellorizo (Meis) islands, to prove the actual hydrocarbon potential of this

region. According to private research

Since gas hydrates are mainly conducted by Flow Energy in 2012, the

energy resource potential of this area is

in frozen soils and rock around 1.5 billion barrels of oil and 3.5

structures under the sea, they trillion cubic meters of gas.”
are considered an important
energy resource for the ern Mediterranean is gas hydrate for-

Another energy resource in the East-

mations. Since gas hydrates are mainly

found in frozen soils and rock struc-
tures under the sea, they are considered an important energy resource for the
future. Gas hydrates are generally in crystal formations that consist of water
and gas molecules at high pressure and low temperature.” Only 1 cubic meter
of this energy resource contains 164 cubic meters of natural gas.® Therefore,
gas hydrates have the potential to be a crucial energy source. However, there is
currently no commercially viable way to extract them because the reserves are
in solid form and therefore the extraction process cannot follow conventional
gas drilling techniques. In other words, recent drilling technologies are not
suitable enough to extract this energy resource.

Although there is no specific data about the gas hydrate potential in the Eastern
Mediterranean, many predictions have been made on this issue. The produc-
ible gas hydrate capacity in the Eastern Mediterranean is estimated at around
98 trillion cubic meters.” Considering the current global natural gas reserves,
which are approximately 200 trillion cubic meters, it is noteworthy that the
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gas hydrate potential in the Eastern Mediterranean alone is roughly half of the
world’s total reserves.' In fact, this situation shows that the competition in the
Eastern Mediterranean also includes the struggle to exploit the gas hydrate
resources in the region.

The estimated potential of the hydrocarbon resources in the Eastern Medi-
terranean is supported by the gas discoveries realized since 2009, making the
region of great interest to the energy markets. Graph 1 details the amounts of
gas discovered in the Eastern Mediterranean between 2009 and 2019. Accord-
ing to these figures, the first major gas reserves were discovered in Tamar and
Leviathan fields offshore from Israel. These fields are the world’s greatest deep-
sea gas discoveries in the period 2001 to 2010." In between 2011 and 2014, the
modest but most significant development was the discovery of the Aphrodite
gas field in the South of Cyprus. In August 2015, the Zohr field was discovered
off Egypt’s coast by the Italian company ENI. This field is the most significant
discovery ever made in the Eastern Mediterranean to date. Recently, a con-
siderable amount of gas reserves was discovered in the Calypso and Glaucus
fields located in the South of Cyprus. Along with the other discoveries, ap-
proximately 2.5 trillion cubic meters of gas reserves were found in the entire
region between 2009 and 2019."* Therefore, it can be seen that approximately
25 percent of the total natural gas reserve potential has been discovered in the
Eastern Mediterranean over the last two decades.

Graph 1: The Natural Gas Discoveries in the Eastern Mediterranean
(2009-2019, Billion Cubic Meters)
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Source: Rystad Energy'®

As can be seen from Graph 1, the discoveries in the region have largely been
in the maritime territory of Israel and Egypt. Also, some important reserve
fields being identified in the South of Cyprus recently. The discoveries in the
Eastern Mediterranean between 2009 and 2019 have an economic value of ap-
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The discovered hydrocarbon proximately $460 billion, assuming the

in the East average gas prices as of 2019."* More-
resourcesin € castern over, the estimated resource potential

Mediterranean constitute in the region corresponds to almost
approximately 0.3 and $1.8 ‘Erillion. Therefqre, the 'economic

magnitude of the region provides some
6.8 percent of the proven clues as to why the Eastern Mediterra-

g|oba| oil and gas reserves, nean zone has turned into a competitive

. environment in both local and global
correspondingly terms

The information related to the location, year, and amount of the discovered
natural gas reserves in the Eastern Mediterranean between 2000 and 2019
are given in Table 1. The first important gas discovery was in 2000 in the
Gaza Marine field lying offshore from the Gaza Strip. There were no serious
exploration activities in the region until 2009 since when the discoveries have
increased gradually. The discoveries of Tamar and Leviathan fields in Israel
and Zohr field in Egypt, especially, attracted the attention of the global energy
markets.

On the other hand, it should be noted that the discoveries in the region to date
have not significantly changed the global energy balances. This is because the
Eastern Mediterranean Basin has not yet reached a sufficient reserve capacity
when compared to the countries that hold a significant portion of global gas
reserves. For instance, Russia and Iran have a total of 60 trillion cubic meters
of gas resources, approximately 30 percent of the total global gas reserves."

Table 1: Natural Gas Discoveries in the Eastern Mediterranean (2000-2019)

Country Field Discovery Year Reserves (Billion Cubic Meters)
Tamar 2009 305
Leviathan 2010 649

ISRAEL Tanin 2012 26
Karish 2013 39
Royee 2014 96
Aphrodite 2011 129

CYPRUS Calypso 2018 150
Glaucus 2019 142
Zohr 2015 850
Great Nooros 2016 85

LAEn AL West Nile Delta 2015 77
Atoll 2015 42

PALESTINE Gaza Marine 2000 30

Source: Compiled by the author'®

That being said, as of the end of 2019, the resources discovered in the entire
Eastern Mediterranean region are equal to the gas reserves that have so far
been discovered by Azerbaijan and Norway individually.'” However, as stated
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previously, the Eastern Mediterranean Basin’s reserve capacity is limited com-
pared to the countries that hold a significant portion of the world’s gas re-
serves. As shown in Table 2, global proven oil and gas reserves are 1,733.9 bil-
lion barrels (244.6 million tons) and 198.8 trillion cubic meters, respectively.'®
Hence, the discovered hydrocarbon resources in the Eastern Mediterranean
constitute approximately 0.3 and 6.8 percent of the proven global oil and gas
reserves, correspondingly.

Table 2: World Proven Oil and Gas Reserves by Countries (2019)

Country Oil Reserves Country Natural Gas Reserves
(Billion Barrels) (Trillion Cubic Meters)

Venezuela 303.8 Russia 38.0
Saudi Arabia 297.6 Iran 32.0
Canada 169.7 Qatar 24.7
Iran 155.6 USA 12.9
Iraq 145.0 China 8.4
Russia 107.2 Venezuela 6.3
Kuwait 101.5 Saudi Arabia 6.0
UAE 97.8 UAE 5.9
USA 68.9 Nigeria 54
Libya 48.4 Algeria 43
Nigeria 37.0 Iraq 3.5
Kazakhstan 30.0 Azerbaijan 2.8
China 26.2 Kazakhstan 2.7
Qatar 25.2 Australia 2.4
Brazil 12.7 Egypt 2.1
Algeria 12.2 Canada 2.0
Norway 8.5 Kuwait 1.7
Angola 8.2 Norway 1.5
Azerbaijan 7.0 Libya 1.4
Mexico 5.8 Indonesia 1.4
Oman 54 India 1.3
Others 60.2 Others 32.1
TOTAL 1,733.9 TOTAL 198.8

Source: BP Statistical Review of World Energy 2020"°

According to the data shared in this study, several discoveries have been made
in the Eastern Mediterranean in the last two decades. However, fields are wait-
ing to be explored, especially in the northern and southern parts of the re-
gion. Geological surveys show significant evidence in favor of the hydrocarbon
source potential around the islands of Kastellorizo, Rhodes, and Crete.? While
the discoveries made so far confirm the region’s possible reserve estimates,
they strengthen the Eastern Mediterranean position in the global drilling and
production industry. Therefore, the region offers important opportunities in
terms of increasing global oil and gas reserves.

As mentioned previously, the hydrocarbon resources discovered in the East-
ern Mediterranean are important in terms of three factors. The first is the
economic value of the energy resources in the region. When calculated at the
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As the expectations that the current prices, this value corresponds

ion’s hvd b to approximately $500 billion. Hence,
regions hydarocaroon source the resource-owner countries will have

potential is much hlgher the opportunity to generate significant
than the calculated values, financial returns.

the exploration and drilling The second factor is energy supply
activities in this geography security. The energy resources in the

have continued for a Eastern Mediterranean provide a stra-
tegic advantage for the countries in the
relatively Iong time region. In general terms, these coun-
tries are dependent on external suppli-
ers for hydrocarbon resources which generates economic and political risks.
Therefore, they will gain an important advantage as well as reducing these
risks, as will be analyzed in detail in this study. The third and last factor is the
geopolitical advantage. It is a well-known fact that energy is crucial for the
modern world. Therefore, having independent energy resources provides im-

portant regional and global advantages to any country.

The discoveries and reserve potential in the Eastern Mediterranean are ex-
tremely critical for the coastal states. It is evident that the quantity of gas re-
serves in the Eastern Mediterranean has the capacity to both support domestic
consumption and contribute to the export revenues of the countries in the re-
gion. Consequently, there has been an ongoing competition among the parties
in the region in terms of claiming the energy resources and transferring them
to the foreign markets at the most affordable cost.

The Production and Transfer Processes of the Resources in the Region

Having the potential to create a significant economic benefit, the resources in
the Eastern Mediterranean present a great advantage for both the countries in
the region and the international energy companies. Currently, the actual pro-
duction level of the discovered resources in the region is insufficient. However,
several investment plans are in progress in order to increase the production
volumes and transfer these resources to the energy markets. Terminal, floating
platform, and pipeline projects are being conducted mainly in the Leviathan
and Zohr fields, the largest discoveries to date, to transmit the resources to
domestic markets. As the expectations that the region’s hydrocarbon source
potential is much higher than the calculated values, the exploration and drill-
ing activities in this geography have continued for a relatively long time.

Turkey, Egypt, Israel, Lebanon, Libya, Palestine, Greece, and Cyprus, as
coastal states of the Eastern Mediterranean, have the exploration and drilling
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rights in their maritime zones. However, the problem of how these rights and
powers will be used in Cyprus has not yet been resolved. Turkey acts with the
impetus of all parties on the island should own the rights to these resources
equally. On the other hand, other actors in the region claim that the whole
island is represented by the GASC, and hence these rights should be used
by the Greek Cypriot side. Until the disputes are resolved on a legitimate
basis, the process of producing the discovered resources around Cyprus will
be delayed.

In other respects, the production phase has started in some specific zones of
the Eastern Mediterranean where there are no disputes on maritime bound-
aries. Israel, which has discovered significant gas resources in the region,
started production activities in March 2013, 4 years after the discovery, in the
Tamar field.?" Until now, approximately 60 billion cubic meters of gas have
been produced from this field. While some of this production meets Israel’s
domestic demand, the rest is exported. The first natural gas export from the
Tamar field was made to Jordan in January 2017.% As a result of the transfer
agreement between the two states, Israel will supply annually 2 billion cubic
meters of gas to Jordan’s domestic consumption for 15 years.” In addition,
as part of the EastMed Gas Submarine Pipeline Agreement signed between
Israel and Egypt in 2005, a total quantity of 25 billion cubic meters of gas
will be transferred from Tamar over 15 years.** This pipeline agreement was
updated in 2019, and the gas has started to flow to Egypt since the beginning
of 2020.»

The Leviathan gas field, also located in Israel’s offshore, was discovered in 2010,
and production started at the end of 2019.% In the first stage, it is planned to
produce 21 to 24 billion cubic meters of natural gas annually, with projections
to increase the production capacity to transfer 45 and 60 billion cubic meters
of gas annually to Jordan and Egypt, respectively.

In addition, the development activities have continued in the Tanin and Kar-
ish fields off the coast of Israel. Within the scope of these activities, establish-
ing a Floating Storage and Regasification Unit (FSRU) in the region is on the
agenda. Studies started in this region in 2019 to increase the reserve quantities
for export, with the first gas production planned for 2021.”

As one of the important resource owner countries in the region, Egypt made
the first gas discovery in 1969 at the Abu Qir-1 field.”® Thereafter, it contin-
ued exploration and drilling activities in the Eastern Mediterranean, however,
since the discoveries were insufficient, they were only used to support the
country’s domestic consumption. After 2014, with the discovery of further gas
fields off Egypt’s coast, the production activities started at the Great Nooros in
2015, West Nile Delta in 2017, and Zohr in 2017. Among these fields, the Zohr
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is the largest discovery in the Eastern Mediterranean so far (see Table 1 for
the details). The latest data show that this field’s supply capacity has increased
gradually, and the daily production level has reached around 76 million cubic
meters.”” Furthermore, the production margin of this field is targeted to reach
about 90 million cubic meters per day. In addition to this, in 2019, 39 mil-
lion cubic meters of natural gas were produced daily from the West Nile Delta
field, which is approximately 20 percent of Egypt’s gas needs.”® Apart from the
abovementioned fields, another reserve area discovered Egypts offshore is
Atoll, located in the East Nile Delta field. The reserve potential of this field was
announced as 42 billion cubic meters by British Petroleum (BP).*! In this field,
the production started in 2018, and 10 million cubic meters of gas are planned
to be transferred daily to Egypt’s national gas network.

Besides Israel and Egypt, another actor that carries out exploration and drill-
ing activities in the Eastern Mediterranean is GASC. However, the activities
of GASC in the region are regarded as unfair practices by Turkey and the
TRNC. As a matter of fact, the Greek Administration has unilaterally signed
Exclusive Economic Zone (EEZ) agreements with Egypt, Lebanon, and Is-
rael in 2003, 2007, and 2010, respectively. Thereafter, acting as a sole repre-
sentative of the island, GASC unfairly divided the maritime zones of Cyprus
Island into blocks and initiated various exploration activities in these areas.
The Greek Administration has also authorized several international energy
companies to conduct the exploration and drilling operations around the is-
land.**> With the discoveries of Aphrodite, Calypso, and Glaucus fields, the
attention of actors in the Eastern Mediterranean has recently focused on this
region. According to the estimates, the initial gas production capacity of the
Aphrodite field is 22 million cubic meters per day and 8 billion cubic meters
on an annual basis.*® On the other hand, there are still no production plans
for the other gas fields discovered in the so-called EEZ of GASC. Moreover,
it is not yet clarified when the gas production phase will start in these fields.
The production plans for these fields have been postponed due to both the
disputes on maritime boundaries and the financial losses of the companies
during the COVID-19 pandemic.

The other countries of the region, Syria, Palestine, Lebanon, and Libya have
not yet started the drilling and production activities. The political and mili-
tary instabilities in Syria, Palestine, and Libya are the most important reasons
for the delay. Lebanon, on the other hand, is in a better position with regards
to the exploration of hydrocarbon resources in its maritime zones compared
to the countries mentioned above. In 2010, Lebanon presented a map to the
United Nations (UN) for determining its maritime zones.”* Subsequently, in
2017 the Lebanese government decided to begin exploration activities in the
uncontroversial fields. However, they have not as yet started the exploration
and drilling operations in the region.
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On the other hand, Libya, one of the As an alternative to the

essential oil producer countries in the EastMed iact iveli
region, has continued the strategic astivied project, a pipeline

moves, necessary to maintain its rights planned to pass over Tu rkey

in the Eastern Mediterranean. Libya :
remains on th nda.
and Turkey signed a Maritime Delim- emains on the age da

itation Agreement on November 27, With this pipeline, it would
2019. This agreement can be consid- pe possible to transport the

ered as a game-changer move for both
Libya and Turkey in terms of the po- natural gas from the Eastern

litical balances in the region. Besides, Mediterranean region to
as a result of this process, the way was Europe via the Turkish
paved for both countries to cooperate . .

in the Eastern Mediterranean. territories

Turkey is yet another important actor in the Eastern Mediterranean. In recent
years, especially, the country has conducted an active exploration and drilling
policy in the region. In this context, a total of 8 wells (Alanya-1, Finike-1,
Magosa-1, Karpaz-1, Gilizelyurt-1, Narlidere-1, Lefkosa-1, and Sel¢uklu-1)
have been drilled by the Turkish Petroleum Cooperation (Tiirkiye Petrolleri
Arama Ortakligi / TPAO) in the Eastern Mediterranean since 2018.%> Although
there is no producible resource discovery from these wells, Turkey’s exploration
and drilling activities have continued consistently in the region. As a matter of
fact, it is highly likely that Turkey will explore new fields in the region and start
production because, as a net importer of fossil fuels, the possibility of finding
new hydrocarbon resources in the region provides an important motivation
for Turkey.

Turkey’s foreign dependency on oil and gas is about 93* and 99* percent,
respectively. Thus, Turkey’s hydrocarbon exploration activities are extremely
important in order to decrease foreign dependency on fossil fuels and the
economic risks arising from this high dependence. For this reason, the deep-
water oil and gas exploration efforts of Turkey have accelerated since the
beginning of the 2000s. In this context, by creating a domestic seismic and
drilling fleet, Turkey has independently continued the exploration activities
in the region.

Since 2012, Turkey has followed an active exploration strategy in the Eastern
Mediterranean. Initially, the Barbaros Hayrettin Pasa and Orug Reis seismic
survey vessels were included in the TPAO’s inventory in 2012 and 2017, re-
spectively. Consequently, Turkey has become an important actor in the region
with Fatih, Yavuz, and Kanuni deepwater drill-ships. These vessels constitute
approximately 20 percent of the global deepwater drilling fleet.”® The main fea-
tures of these vessels are outlined in Table 3.
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Table 3: Turkey’s Seismic Survey and Drilling Vessels

Date of Inclusion to q
Name Type TPAO’s Inventory Features Explanation
Barbaros Seismic Length: 84 m - I
Hayrettin Pasa Sy 2012 Width: 21.6 m The ability of 2D and 3D seismic surveys
q Seismic Length: 86 m | The ability to scan the sea-floor up to 15,000
Oy Lk Survey 20y Width: 22 m meters depth
. Blegpwita Length: 229 m The sl)_(th-generanon ultra-deepwater
Fatih Drilli 2017 Width: 36 drillship
niing 1athe2om Maximum Drilling Capacity: 12,200 meters
Dlsspwistian Length: 230 m The snl(th—generatlon ultra-deepwater
Yavuz Drilling 2018 Width: 36 m drillship
s i Maximum Drilling Capacity: 12,200 meters
. Dlegpita Length: 227 m Th'e snfth—generatlon ultra-deepwater
Kanuni Drillin: 2020 Width: 42 m drillship
2 : Maximum Drilling Capacity: 12,200 meters

Source: Anadolu Agency*

These vessels provide significant advantages to Turkey in the Eastern Medi-
terranean, as exemplified by the increase in Turkey’s efficiency in the region,
observed in the recent COVID-19 crisis. With the spread of the COVID-19
epidemic around the world, global oil prices declined sharply. As a result of
these price movements, the major energy companies that continue their activ-
ities in the Eastern Mediterranean have faced some financial troubles.

In the first quarter of 2020, some of the leading international energy compa-
nies, such as ExxonMobil, TOTAL, and ENI that carry out exploration and
drilling operations in the region, were adversely affected in financial terms.
During this period, one of the most effective energy companies in the Eastern
Mediterranean, ENI, declared a loss in profits of 44 percent compared to the
first quarter of 2019.*” Moreover, the profit losses of Total and ExxonMobil are
estimated approximately as 35* and 12** percent, respectively, for the same
period. In the meantime, the profit rates of giant energy companies such as
BP and Shell, which are two important actors in the global oil market, have
decreased substantially.*’ Therefore, the activities related to energy resources
in the Eastern Mediterranean have lost their appeal of being a profitable in-
vestment for many oil companies during the COVID-19 process.

In this period, first, ExxonMobil decided to postpone its activities in the so-called
Block-10located in the South-West of Cyprus.* Later on, ENI and TOTAL com-
panies announced that they had stopped their drilling activities in the region un-
til the first quarter of 2021.* Thus, the exploration and drilling activities of these
companies, which were planned to be carried out in 2020, were postponed for at
least one year due to the risks and uncertainty in the global energy markets, due
to the decrease in demand as a result of the COVID-19 epidemic.

Turkey, on the other hand, has continued its exploration and drilling activi-
ties in the region with its domestic vessels. Indeed, the temporarily suspended
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activities of relevant international The LNG option can be

energy companies have provided .
an important advantage to Turkey. accepted as the optlmal way for

In this sense, Turkey has focused the short term in transferring
on exploring new resource areas gas resources from the

and expanding its dominance in

the region. This process is accepted Eastern Mediterranean to the

as extremely important in strength-  jnternational markets
ening Turkey’s strategic position in

the Eastern Mediterranean. At this stage, it can be said that Turkey’s com-
petition capacity vis-a-vis the energy companies operating in the region has
increased.

Potential Transfer Routes for the Energy Resources in the Region

Besides exploration, drilling, and production activities, the exportation of the
energy resources in the region leads to several financial, commercial, legal, and
geopolitical difficulties. In general, three scenarios become prominent within
the context of transferring the energy resources from the region to the foreign
markets. As can be seen from Map 1, the first and most popular of these trans-
port options is the EastMed Natural Gas Pipeline project. The second is the
Turkey route. The last one is transferring the resources by transforming them
into Liquified Natural Gas (LNG) formation.*

Map 1: Possible Transfer Routes for the Eastern Mediterranean Gas Resources
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The EastMed project has a total length of 1,900 km, including 1,300 km oft-
shore and 600 km onshore. It starts from the Leviathan basin off Israel and
follows a route as noted below:*

— 200 km offshore pipeline connecting the Leviathan basin and Cyprus,
— 700 km offshore pipeline connecting Cyprus and Crete,

— 400 km offshore pipeline between Crete and mainland Greece,

— 600 km onshore pipeline from the South to the North-West of Greece.

Through this project, the resources are planned to be transferred from the
Eastern Mediterranean to Europe as well as to provide gas to the regions on
the transit route. Eventually, 15 billion cubic meters of Europe’s gas need is
planned to be met from the Eastern Mediterranean via this pipeline. The con-
struction process of the EastMed Pipeline is envisaged to be completed by
2025.

On the other hand, this project is not regarded as a profitable investment in
terms of the costs and the probability of increasing Europe’s gas supply prices.*
Compared to the other pipelines in the region, the EastMed project’s estimated
investment cost is approximately $20 billion.* Therefore, when this project is
completed, it can be said that the construction costs will be reflected in the
purchase prices of Europe, and it is expected that the natural gas will be pro-
vided at a more expensive price than desired.

As an alternative to the EastMed project, a pipeline planned to pass over Tur-
key remains on the agenda. With this pipeline, it would be possible to trans-
port the natural gas from the Eastern Mediterranean region to Europe via the
Turkish territories.® Currently, the natural gas transfer infrastructure of Tur-
key is sufficient. Therefore, this situation provides an advantage to the coun-
try in terms of the transfer route in question. Furthermore, the achievements
of transferring the energy resources by Trans Anatolian Natural Gas Pipeline
(TANAP) and TurkStream projects are reference points for Turkey. Addition-
ally, a pipeline that passes-through Turkey will be more cost-effective than the
EastMed project® because almost the whole part of the Turkey route will be
constructed as an onshore pipeline. These calculations show that the Turkey
route may be financially more advantageous than the EastMed project, which
consists mostly of an offshore pipeline.

The third and last option discussed in the region is transporting the gas re-
sources as LNG. The LNG trade has reached a significant level in today’s world.
In fact, while 50.7 percent of global gas trade was conducted through pipelines,
the remaining 49.3 percent was transmitted as LNG in 2019.>* The estimations
show that LNG trade volume will continue to increase in the future, and its
share in total gas trade will reach 75 percent by 2040.>
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The LNG option can be accepted as  Unless the discovered reserves

the optimal way for the short term o1l ¢
in transferring gas resources from prOduce’ they will Just be

the Eastern Mediterranean to the hypothetical numerical values

international _markets.s“ Singe th.e and the countries in the region
Eastern Mediterranean Basin is

close to the Asia-Pacific region and will not receive an economic

transferring the gas resources to this  phenefit from these resources
region is very costly, the Asian mar-

ket can be an appropriate place for trading the resources in the Eastern Med-
iterranean. Today, the countries importing the most LNG in the world are, in
decreasing order, Japan, China, South Korea, India, and Taiwan.” Therefore,
resources in the Eastern Mediterranean can offer an important alternative for
these countries to enhance the source-country diversification in energy sup-
ply security. Transferring the resources in the Eastern Mediterranean as LNG
is also considered a suitable option for the European gas market in the short
term. Europe has been evaluating different scenarios for a long time to reduce
its high-dependency on Russian natural gas. From this point of view, the LNG
option provides crucial opportunities to Europe in minimizing the risks on
energy supply security and ensuring continuous gas supply.

Among the existing LNG facilities located in the Eastern Mediterranean, the
terminals in Turkey and Egypt attract attention. Egypt has two terminals in
Idku and Damietta regions with a total gasification capacity of 19 billion cubic
meters.*® On the other hand, with two LNG plants (Marmara Eregli and Ege-
Gaz Aliaga) and two Floating Storage and Regasification Units (FSRU) (Etki
Liman and Hatay-Dortyol), the top country in the region in terms of LNG
facility capacities is Turkey. The country has a total of 45.6 billion cubic meters
of gasification potential.”” This capacity means that Turkey has an apparent
strategic advantage in the field of LNG facilities compared to other countries
in the region. Currently, Egypt, Jordan, Malta, and Turkey have FSRU facilities
in the Eastern Mediterranean.’® In addition to these, Israel plans to invest in
the FSRU field soon.” With these units, Israel’s gasification capacity is aimed
to reach 3.5 to 7 billion cubic meters annually.

Natural Gas Consumption Tendencies of the Countries in the Region

In addition to the transfer options and energy infrastructure, the natural gas
consumption trend of countries in the region is also a significant point within
the frame of the discovered resources in the Eastern Mediterranean. Accord-
ing to the data given in Table 4, the top three countries in annual natural gas
consumption are Italy, Egypt, and Turkey, respectively. Moreover, the natural
gas consumption tendencies of the countries in the region are gradually in-
creasing. The predictions show that the energy demand of the countries close
to the Eastern Mediterranean will increase by about 40 percent by 2040.
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Furthermore, the natural gas dependency rates of the countries in the region
are extremely high, therefore the Eastern Mediterranean’s gas potential is of
critical importance not only for the global energy markets but also for meet-
ing the domestic demands of the countries in the region. Consequently, when
the region’s general energy profile is examined, the efforts of securing gas re-
sources and offering these resources to domestic consumption at the lowest
cost are seen as strategic goals for all of the regional countries.

Table 4: The Annual Gas Consumption of Countries Close to the Eastern Mediterranean Region
(2015-2019, Billion Cubic Meters)

Country 2015 2016 2017 2018 2019
Italy 64.3 67.5 71.6 69.2 70.8
Egypt 46.0 49.4 55.9 59.6 58.9
Turkey 46.0 44.5 51.6 47.2 43.2
France 40.8 44.5 44.8 42.7 43.4
Spain 28.5 29.1 31.7 31.5 36.1
Israel 8.1 9.2 9.9 10.5 10.8
Portugal 4.8 5.1 6.3 5.8 6.1

Greece 3.1 4.0 4.8 4.7 5.1

Croatia 2.4 2.5 2.9 2.8 2.9

Source: BP Statistical Review of World Energy®'

On the other hand, the hydrocarbon discoveries in the region offer opportuni-
ties to countries with low gas consumption, such as Israel, to become exporters
of gas. In this regard, it is clear that the energy resources in the Eastern Med-
iterranean will provide a significant economic benefit to the resource-owner
countries in terms of meeting both the domestic demand and exportation. In
fact, this situation can be accepted as the main reason for the competition of
obtaining energy resources in the region. In other words, the energy equa-
tion in the Eastern Mediterranean will shape around owning the resources and
transferring them to the foreign markets at a reasonable cost.

Conclusion

The amount of recent gas discoveries throughout the Eastern Mediterranean
region equals the reserves that Azerbaijan, Norway, Kazakhstan, and Austra-
lia have discovered separately to date. In this respect, the discoveries in the
region are important both locally and globally. On the other hand, unless
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the discovered reserves produce, they will The main motivation

just be hypothetical numerical values and fori tiaati th
the countries in the region will not receive or investigating the

an economic benefit from these resources. e@nergy facts in the
In this sense, since the region is a political Eastern Mediterranean

and economic competition area, there are

serious handicaps in obtaining a fully finan- 1S t0 @nalyze the general
cial gain from the resources in the Eastern gjtuation in the region

Medit : i
editerranean in terms of hydrocarbon

Considering the region as a whole, several Fesources

areas are waiting to be explored as well as

the fields where the drilling activities have been carried out. In the west-
ern parts of the region, it is estimated that there is a high hydrocarbon re-
source potential around the islands of Kastellorizo, Rhodes, and Crete. Ac-
cording to the seismic surveys, considerable amounts of gas hydrate reserves
are detected in these fields. Moreover, the Eastern Mediterranean’s gas hy-
drate potential is predicted as approximately half of the current global gas
reserves. Therefore, the competition of having the resources in the region is
also shaped on the basis of gas hydrates, which are considered as the energy
source of the future.

The quantity of reserves discovered so far in the region is one-fourth of the
estimated potential. The current production volume, on the other hand, is
insufficient. The main underlying reasons for this low production level are
the multilateral structure in the region and the consequent inability to form
a cooperative environment. In this sense, the existence of many actors in the
region deepens the ongoing competition in the Eastern Mediterranean.

On the other hand, this multilateral structure offers several opportunities for
regional and global cooperation. However, due to the maximalist policies of
some countries like Greece and GASGC, it is difficult to design an environ-
ment conducive to cooperation throughout the Eastern Mediterranean. In
this context, the most problematic area of the region in exploration, drilling,
and production processes is considered to be the maritime zones of the island
of Cyprus. One of the main problems here is the emergence of disputed mar-
itime areas. Thus, the exploration and drilling activities in this field have lost
continuity, and the problem of hierarchy of authority in Cyprus has become
a focal point of the discussions. Therefore, unless the conflicts in this region
are resolved, the issues of sharing the discovered resources will continue.

Another issue in the Eastern Mediterranean is about the transfer routes of the
extracted resources to the foreign markets in the medium and long terms. In
this sense, the EastMed project is the most prominent among the three pos-
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In order to obtain a sible scenarios. However, as an alternative

fi ial inf th to the EastMed Pipeline Project, the Turkey
Inancial gain from the route can be considered more advantageous

energy resources in the in terms of cost and safety. In addition to

reqgion, the political these, the last transfer option is transporting

g ! p . the resources as LNG. As well as the explora-
and economic conflicts tion and production operations, transferring
should be minimized, processes of the resources from the region to

and a ioint cooperation foreign markets is extremely important. For
J P this reason, there is serious competition in

platform must be the region over the possible transfer routes.

established in the . o R
. The main motivation for investigating the en-
Eastern Mediterranean ergy facts in the Eastern Mediterranean is to
analyze the general situation in the region in
terms of hydrocarbon resources. In this sense, the discovered resources (to
date) and the potential in the region have given enough impetus to transform
the region into a competitive environment. This competition is not only on
having the energy resources but also gaining political and strategic advantage
in the region. Under these circumstances, the main objective in the Eastern
Mediterranean is the utilization of the regional energy resources economically,

geopolitically, and strategically.

To better understand the local and global competition for the region’s energy
resources, the arguments of this study should be evaluated as a whole. There are
at least three dimensions to the energy equation in the Eastern Mediterranean.
These can be categorized as economic, political, and strategic advantages. In
this sense, when the expected returns of having the energy resources in the
region are considered, it can be understood that the environment of conflict or
rivalry in the Eastern Mediterranean will deepen gradually. However, it should
be noted that competition must give way to cooperation in order to gain eco-
nomic benefit from the wealth of the region. Above all, designing a common
platform with the participation of all parties in the region is crucial in terms of
local and global energy markets.

As a result, it is clear that there is a multidimensional equation related to the
energy resources in the Eastern Mediterranean. The countries in the region,
global powers, and major energy companies must all be accepted as the pa-
rameters of this equation. This structure undoubtedly raises the question of
how the resources in the region will be exploited. Moreover, this situation is
causing the existing competitive environment in the region to deepen. On
the other hand, the energy resources and economic value of these resources
have the potential to create a catalytic effect in the stabilization of the Eastern
Mediterranean. Therefore, in order to obtain a financial gain from the energy
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resources in the region, the political and economic conflicts should be min-
imized, and a joint cooperation platform must be established in the Eastern
Mediterranean. @
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