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ABSTRACT For a long time Moscow regarded gas line as the source of
increasing revenue and the way to project its global influence. Mos-
cow also believed that gas would be always cheaper than LNG and
market for gas is bottomless. Nord Stream 1I and TurkStream have
played a crucial role in the setup of the system. However, we see that
some problems have emerged recently. There is a clear decline in the
prices and interests in Russian gas. It is due to the economic crisis as
well as cheap LNG and alternative gas lines. For this very reason,
small states like Bulgaria became more assertive towards Russia and
compel Moscow to make considerable concessions.
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ussia’s energy/gas policy in
Rgeneral and the Kremlin’s en-

ergy/gas policy in the Balkans
in particular have been of interest to
observers for a long time. Many of
them regard Moscow’s policy to be
informed not just by economic but
also by geopolitical interests. Ten
years ago, Janusz Bugajski made this
clear: “South Stream is also intended
to split the EU and prevent the con-
struction of an all-European energy
network linking Central Asia, the
Caucasus, and Europe that would be
independent of Russia’s control”™

In recent years, several books on the
subject, including Bulgaria’s role in
it, have been published.” The major
problem with these books, like that of
all books written on current events,
is that trends change rapidly. Thus,
the situation on the ground must be
updated constantly. Until recently,
Moscow’s plans to bypass Ukraine
and become the major supplier of gas
to Europe from both the south and
east appeared to be an unquestioned
success. These plans would not just
ensure Moscow’s strong influence in
Europe but would also provide Mos-
cow with a stream of endlessly in-
creasing revenue, for it was assumed
that gas prices would increase con-
stantly. Recent events, however, have
demonstrated shaky ground under
Moscow’s plans. Europeans have in-
creasingly had access to alternative
sources of energy and gas prices have
collapsed. In this situation, Moscow
has been compelled to make consid-
erable concessions, and the relation-
ship with Bulgaria has demonstrated
this.

Recently, Russia has given consider-
able gas price discounts to Bulgaria.
Officially, Moscow announced this as
agenerous gift to the ‘brotherly’ Slavic
nation in commemoration of the lib-
eration of Bulgaria from the Ottoman
Empire after the Russo-Turkish War,
almost 150 years ago. However, the
true reason for the concession was
quite different and pragmatic. Russia
has experienced increasing problems
in sending gas to European markets;
as Bulgaria’s market is also included,
it will most likely experience even
more problems in the future, when
alternative gas lines are fully in use.
More generally, the Bulgarian deal
indicates serious problems in Vladi-
mir Putin’s geopolitical arrangements
as they pertain to gas and oil.

Bulgaria and Russian Gas

Bulgaria has depended on its supply of
Russian gas for a long time. “Bulgaria
imports about 2.4 billion cubic meters
(bcm) of gas annually from Gazprom,
and 95 percent of its gas needs come
from Russian gas imports”® It has
seemed unlikely that Bulgaria would
be able to replace much of the Russian
gas in the future. Bulgaria has a con-
tract with Russia which stipulates that
Bulgaria shall buy at least 80 percent
of its gas from Gazprom until 2022.*
Still, Sofia has not been pleased in
its relationship with Gazprom. Price
has been a major sticking point and,
since 2019, Bulgaria has demanded a
reduction in the price of Russian gas.’
By spring 2020, Bulgaria achieved its
goal, and the Bulgarian Prime Min-
ister Boyko Borisov stated that the
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40 percent reduction in the price of
Russian gas is a symbolic gift to Bul-
garians to commemorate the anni-
versary of Bulgarias liberation from
Ottoman rule.® Some observers had
believed that after the new agreement
with Russia, Bulgaria would receive
the cheapest gas in Europe.” However,
after the price reduction, Bulgaria will
pay the same price that the rest of Eu-

rope pays.®

The Bulgarian Prime Minister
Boyko Borisov stated that
the 40 percent reductionin
the price of Russian gas is a

symbolic gift to Bulgarians to
commemorate the anniversary
of Bulgaria’s liberation from

What was the reason for Moscow’s
concession? One might assume that
the reason was Sofias concessions.
In 2018, the European Commission
concluded that Gazprom had over-
charged many of its East European
customers, and that they could de-
mand compensation. Indeed, Poland
charged Gazprom with overcharg-
ing, and demanded that it return
$1.5 billion to Poland. Moreover, the
shareholders of YukosOil Company
had actually been expropriated by
the Kremlin at the beginning of Pu-
tin’s tenure, and demanded several
dozen billion dollars in damages. So-
fia did not follow this path, and did
not ask for compensation. Gazprom
would have transmitted gas through
the Trans-Balkan Pipeline. Instead,
Gazprom bypassed the Trans-Bal-
kan Pipeline and decided to replace
it with TurkStream. Again, Sofia did
not ask for compensation. Thus, not
only Moscow but Sofia had made
concessions, and this was the reason
for Gazprom’s concessions. While So-
fia’s concessions played some role in
Gazprom’s move, the most important
reason was different. Gazprom expe-
rienced serious pressure, the most im-
portant form being the emergence of

Ottoman rule

alternative gas lines and the collapse
of gas prices, although the EU’s pres-
sure might also be taken into account.

The Role of the EU

Some observers believed that Bul-
garia’s ability to reduce the price for
Russian gas was only due to pres-
sure from the European Union.’
EU officials assumed that Gazprom
had abused its monopolist position
in dealing with the Baltic states and
Poland. And in 2018, Gazprom had
appeased the EU with certain conces-
sions to these states.'

It became clear from the Commis-
sion’s report that seven of the eight
countries under the anti-trust probe
had already received a reduction in
their supply prices from Gazprom.
Bulgaria was the only exception.'!

Sofia clearly sees that Gazprom can be
bent, and that Bulgaria was discrimi-
nated against. Consequently, Sofia de-
cided to use the power of EU bureau-
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While EU pressure definitely
played some role in pushing
Moscow to engage in price

concessions, there were other,
possibly even more important
reasons for Gazprom'’s
concessions

cracy to achieve its goal of a consid-
erable reduction in price. If Gazprom
would not make price concessions
and would insist on the clause of the
contract which stipulates that the cus-
tomer pays regardless of actual pur-
chases, Gazprom would once again
face the EU Commission. Gazprom,
which already had problems with
eight Eastern European countries,
eventually changed the contract un-
der the pressure from the EU."?

While EU pressure definitely played
some role in pushing Moscow to en-
gage in price concessions, there were
other, possibly even more important
reasons for Gazprom’s concessions.
These include the general collapse of
gas prices, the shrinking of the Turk-
ish market and, most importantly, al-
ternative ways of getting gas that Bul-
garia could enjoy in the future.

The Collapse of Gas Prices

Some observers believe that Gaz-
prom reduced prices for Bulgaria for
two basic reasons: first, the collapse
of gas prices in Europe and second,

the importance of Bulgaria for the
second string of TurkStream."” How-
ever, the real picture is more compli-
cated. There were not two, but several
reasons. One of them was the general
collapse of gas prices, which was a
global phenomenon even before the
current economic problems. The en-
ergy sector has collapsed,' and the
price of gas is still falling."”

Even before the present-day eco-
nomic meltdown, Europe did not
need much gas. Still, according to
the contract, Gazprom continued
to send gas via Ukraine."® When gas
prices fell and demand shrank, even
before the present-day economic tur-
moil, Russia was hit hard, possibly
more than any other gas-producing
country. “It should be borne in mind
that Gazprom’s share in the European
market had already been declining
due to the fact that the EU tripled the
import of liquefied natural gas, in-
cluding from the United States. Since
2012, the share of Russian gas in the
European market has decreased from
34.7 percent to 32 percent.”"’

Besides general problems with the
gas and oil industry, there were other
problems that directly affected Gaz-
prom. One of them was the disap-
pointment with TurkStream. Rus-
sia's hopes that Turkey would be a
vast market for Russian gas did not
materialize.

The Problem with TurkStream

In addition to Nord Stream II, Gaz-
prom has developed the TurkStream
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gas pipeline project with two strings
with a capacity of 31.5 bcm of gas
per year as an alternative to South
Stream.'® The Kremlin believed that
the US. had a limited capacity to
stop both Nord Stream II and South
Stream II. People in the Kremlin as-
sumed that even if Washington de-
layed the construction of theses pipe-
lines, it could not stop them from
being built, or even more so, prevent
the consumption of gas. Indeed, one
observer noted that if the U.S. were
to impose sanctions against com-
panies in Europe that consume gas
from Nord Stream and TurkStream,
it would be an act of war against
Europe.”

Not only Europe but Turkey had
emerged as quite an important mar-
ket for Russian gas. Until very re-
cently, it looked as if Moscow had
achieved success at least in building
the first string of TurkStream and

opening the door to the lucrative
Turkish market. The official open-
ing of the first string took place in
early January 2020. A news report
read: “Russia officially opened its
TurkStream natural gas pipeline on
Wednesday, further diversifying ex-
port routes to Europe amid a back-
lash from the U.S. President Vladimir
Putin and his Turkish counterpart
Recep Tayyip Erdogan met in Istan-
bul to inaugurate the pipeline in a
ceremony celebrating the nations’ en-

»20

ergy and political ties:

Yet, Moscow’s triumph was short-
lived, for Ankara had apparently
started to lose interest in Russian
gas. Indeed, one observer noted, for
a long time, Turkey had been one of
the most important consumers of
Russian gas in the world. In 2019,
however, Turkey’s consumption of
Russian gas declined sharply.”! Re-
ducing the import of the Russian gas
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Seféovi¢, Vice
President of the EU
Commission, Nowak,
Energy Minister of
Russia, and Orschel,
Energy Minister of
Ukraine, hold a joint
a press conference
after negotiations
between Russia and
Ukraine, following
their agreement in
principle on a new
gas transit contract,
December 19, 2019.

PAUL ZINKEN /
picture alliance via
Getty Images
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While LNG has diminished
Bulgarian dependence on
Russian gas, the major threat

for Gazprom'’s Bulgaria
project comes from several
gas pipelines, such as TAP and
TANAP

by 36 percent* Turkey increased gas
imports through the Trans- Anatolian
Natural Gas Pipeline (TANAP) and
LNG.? Clearly, neither Nord Stream
IT nor TurkStream has delivered the
Kremlin’s expectations, and this was
possibly the reason for the recent
purges of top management at Gaz-
prom.** The purge was caused not just
by the debacle with Nord Stream II
and TurkStream, however, but also by
the fact that Gazprom was compelled
to pay almost $3 billion to Ukraine
and, in addition, the “daughters” of
the disbanded Yukos sued Russia for
$50 billion.”

LNG as an Alternative

While facing a general price collapse
and shrinking Turkish market, Gaz-
prom also experienced problems
with its Bulgarian project. It looks as
if Bulgaria has alternatives to Russian
gas, and LNG is clearly among them.

Gazprom’s people had preached that
LNG would be too expensive to be
competitive with pipeline gas for a
long time to come. But now some

LNG has become cheaper than Gaz-
prom’ gas.*® Bulgaria plans to receive
LNG from different sources; the U.S.
is one of them. Indeed, Sofia has de-
veloped its relationship with Wash-
ington and has purchased U.S. weap-
ons.” Purchasing U.S. weapons goes
along with the purchase of U.S. gas,
and in spring 2019, Bulgaria started
to buy U.S. LNG.”® Purchase of U.S.
gas was Bulgaria’s first step toward
diversifying supplies and reduc-
ing dependence on Russian natural
gas”¥

The U.S. was not Bulgarias only
source of LNG, however. Sofia also
believed that it could get LNG via
Greece.® Consequently, Bulgaria en-
gaged in building an LNG terminal
in Greece’ and made a considerable
investment in the project,”® which
is currently under construction
and will be finished by 2022. Con-
struction of the Gas Interconnec-
tor Greece-Bulgaria Project (IGB),
which is expected to be finished by
2021,” will also provide Bulgaria
with LNG* from many countries
including the U.., Qatar, Cyprus,
Egypt, and Azerbaijan.*® The project
was conceived 10 years ago and it
would make it possible for Azerbai-
jani gas to reach Bulgaria.** While
LNG has diminished Bulgarian de-
pendence on Russian gas, the major
threat for Gazprom’s Bulgaria proj-
ect comes from several gas pipe-
lines, such as Trans Adriatic Pipeline
(TAP) and TANAP.*” Some of these
pipelines are already operational,
and some are being built. Among
others, Azerbaijan has emerged as a
major resource base for Bulgaria.
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Azerbaijani Gas for Europe

Azerbaijan has been engaged in proj-
ects that would deliver gas to Europe
for a long time. In 2011, the EU and
Azerbaijan signed a declaration that
stipulated the creation of a Southern
Gas Corridor. In 2012, the Austrian
company OMYV and Turkish company
BOTAS proposed “Caspian countries
to build 3,300-kilometer-long gas line
from Western Turkmenistan through
the Caspian Sea, Caucasus, Turkey
and Europe to Austrian Baumgarten,
the very heart of gas distribution hub,
for 32 billion cubic meters of gas” It
was called Nabucco.*® Turkmenistan
was to be the major source of gas
for the project. Yet, the project faced
Russian resistance, and was finally
canceled. Later on, Azerbaijan pro-
posed a shorter version of Nabucco.
In this case, the pipeline would use
just gas from Azerbaijan.*

Although the Nabucco project did
not materialize in either form, Azer-
baijan has continued its drive to ac-
cess the lucrative European market.
Two pipeline projects emerge here as
crucially important for Azerbaijan to
achieve its goals: TAP and TANAP.
Bulgaria could receive gas from both
of them.

TAP

The TAP was seen as a major way of
delivering Azerbaijani gas into Eu-
rope, via Greece, Albania, and Italy.*
Bulgaria expects to receive a con-
siderable amount of gas from TAP.
Indeed, Bulgaria could get up to 1
billion cubic kilometers of gas from
Azerbaijan by fall 2020 through TAP
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and IGB.* While some reports had
announced that TAP was already in
construction by early fall 2019, con-
struction was actually launched sev-
eral months later, in January 2020.*

Construction seemed to proceed
smoothly, and in February 2020 the
Azerbaijani company SOCAR de-
clared that TAP would be operable
by the end of 2020. IGB will also be
functional by that time.” Sofia has
been regarding the project as being
quite important, * and intending to
build infrastructure in order to ben-
efit from the project.”

TANAP

TANAP is part of the Southern Gas
Corridor, along with TAP its major
source is Azerbaijan’s Shah Deniz II
gas field.* The plans to include Turk-
menistan’s resources do not seem
likely at present.*’

In November 2019, the Turkish Pres-
ident Recep Tayyip Erdogan and
Azerbaijani President Ilham Aliyev
inaugurated the European link of
TANAP, which “connected Turkey
with Europe”® TANAP has become
quite important for Bulgaria and
required a certain geopolitical ad-
justment, as it affects Bulgaria’s re-
lationship with Armenia. Bulgarian
Minister of Foreign Affairs Ekaterina
Zaharieva noted in her conversa-
tion with Armenian colleagues that
Bulgaria values very much its good
relationship with Armenia. Still,
she noted, Bulgaria needs Azerbai-
jani gas.* With two major pipelines
under construction or operating at
partial capacity, Azerbaijan already
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The construction
site of the South
Stream, a proposed
pipeline project to
transport Russian
natural gas
through the Black
Sea to Bulgaria,
Greece, Italy, and
Austria, December
7,2012.

SASHA MORDOVETS /
Getty Images

has a strong foothold on European
markets, and is competing well with
Gazprom, selling gas in the external
markets of several Eastern European
countries.”® This gave Sofia oppor-
tunity to reduce its dependence on
Russian gas. At the same time, Sofia
felt strong pressure from Washing-
ton, if not to abandon TurkStream
completely, to at least slow down its
construction, and Sofia gave in to this
pressure.

Bulgaria and Russian Gas

Moscow has long regarded Bulgaria
as an important link for transferring
gas to Europe. In 2007, Gazprom
signed an agreement to build South

Stream from Russia to Bulgaria. As
the EU blocked the construction,
Russia had to abandon the project
by 2014.”' Later, however, Bulgaria
agreed to participate in TurkStream,
which was to be, in many ways, a
replica of the abandoned Southern
Stream and go through Bulgaria, Ser-
bia, and Hungary to Austria.*””

In Bulgaria, TurkStream was called
“Balkan Stream,” “possibly to down-
play Turkey’s importance in the proj-
ect”” While originally embracing
the project and seemingly anxious
to finish it as soon as possible, Sofia
later started to send contradictory
signals. By September 2019, Sofia
indicated that it could well totally

abandon its participation in the proj-
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ect. Bulgarian ambivalence toward
the project went along with general
uneasiness in Russian-Bulgarian rela-
tions. Indeed, Bulgaria’s approach to
Russia is contradictory. Sofia makes
both pro-Russian and anti-Russian
statements.™

Russia has experienced
increasing problems in
sending gas to European
markets; as Bulgaria’s market

is also included, it will most
likely experience even more
problems in the future, when
alternative gas lines are fully

The problem with TurkStream cross-
ing Bulgaria clearly emerged by
March 2019. Most likely responding
to Moscow’s impatience, Sofia found

convenient explanations for the de-
lay; one of them was that Bulgaria
had not yet received the EU’s bless-
ing for building the second string of
TurkStream through its territory.>
While the absence of Brussels’ bless-
ing was a convenient excuse, some
Russian observers claimed that it was
not the only reason or possibly not
a reason at all. They rather believed
that Sofia had second thoughts about
the project in general, and it might
even abandon it altogether.>

This news was hardly pleasing to
Moscow. Bulgaria’s reluctance, or at
least procrastination, in engagement
in the project went along with other
news, quite negative for Gazprom.
There was evidently a decline in in-
terest in Russian gas in Europe. Con-
sequently, Moscow came to the con-
clusion that Russia could well decide
not to build a second string for Turk-
Stream because of competition.”

However, by December 2019, Sofia
seemed to be sending encouraging
signals. According to reports from
Sofia, Energy Minister Temenuzhka
Petkova said that Bulgaria would
“start receiving natural gas from Rus-

in use

sia's Gazprom via Turkey from Jan-
uary 1 and would no longer use the
route through Ukraine and Roma-
nia” From Bulgaria the gas would go
to Serbia and Hungary.”® Yet, simul-
taneously, Sofia sent an opposite sig-
nal, implying that Bulgaria either was
not very interested in the project, or
would delay it, possibly indefinitely.
Bulgarian authorities stated in early
December 2019 that they would not
be able to complete the construc-
tion of its part of TurkStream ear-
lier than the end of 2020. This was a
blow to Moscow, which planned to
use TurkStream instead of Ukrainian
pipelines.” In early December 2019,
Turkish President Erdogan stated
that TurkStream would start operat-
ing on January 8. But, due to Bulgar-
ia’s procrastination, the second string
of the pipeline, which would deliver
Russian gas in Austria through Bul-
garia, Serbia, and Hungary, would re-
main unfinished.®

The very fact that Bulgaria delayed
the construction of TurkStream com-
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gas,” and has thus resisted U.S. pres-
sure to abandon the project.*” Serbia
has demanded that TurkStream be
built through Bulgaria to Serbia,®

Under these circumstances,
Sofia has demonstrated its

willingness to respond to

Washington’s pressure and
delay the construction of the
second string of TurkStream

pelled Russia to renew its agreement
with Ukraine, which it had tried to
avoid by all means possible.®" It was
not surprising that the Kremlin was
outraged: “The Russian president
stressed that if the Bulgarian author-
ities do not want to participate in the
project and if the situation repeats
itself as with the South Stream gas
pipeline project, then another route
will be found for the transit of Rus-
sian natural gas”® Despite the Krem-
lin's warnings and threats, Bulgaria
continued to delay construction.®®
Additional problems also emerged.
In January 2020, Bulgaria announced
that it was going to replace half of its
imports of Russian gas. There were
also tensions between Moscow and
Sofia due to spy scandals.®*

The increasing tension between Mos-
cow and Sofia affected gas supply to
nearby Turkey. Turkey complained
that it could not get gas from Bul-
garia because the pipelines were still
controlled by Gazprom.® The delay
also frustrated Serbia, which de-
manded that Bulgaria finish Turk-
Stream on Bulgarian territory. Serbia
badly needs TurkStream, for it has no
other alternative sources for natural

and hoped that Bulgaria would fi-
nally build TurkStream through its
territory,*” despite the delay. Still, one
could doubt that Belgrade has much
influence on Sofia.

Conclusion

Gazproms desire to drastically re-
duce prices for Bulgaria has nothing
to do with either abstract benevo-
lence or supposedly historical ties be-
tween two ‘brotherly’ Slavic peoples.
Even pressure from the EU might
not be the most important factor in
Gazprom’s decision-making. Russia’s
reduction of gas prices was primar-
ily due to increasingly unfavorable
conditions for Gazprom’s operations
in Europe in general, and Bulgaria in
particular. There, the price of gas has
fallen, and new alternatives to Rus-
sian gas, such as LNG and Azerbai-
jani gas, have emerged. Under these
circumstances, Sofia has demon-
strated its willingness to respond to
Washington’s pressure and delay the
construction of the second string of
TurkStream. With this delay, Sofia
signaled to Moscow that it would
continue with the construction only
if it received a considerable discount.
The Kremlin relented in the face of
this pressure.

What are the implications of the
Kremlins conundrum? For a long
time, the Kremlin assumed that gas
pipelines would not only ensure a
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steady and even increasing flow of
cash, but also help to increase Rus-
sia’s influence in Europe. The Bulgaria
debacle has demonstrated the limits
of Moscow’s project. Of course, one
can ask who would benefit most from
the new arrangements. One might
assume that it could be the U.S.. In-
deed, President Donald Trump has
put much hope in LNG which, in his
plans, will put an end to the deficit
and restore the U.S. general economic
predominance. As in the case with
Putin’s plans, however, Trump’s plans
are also basically a pipe dream. There
is no way that raw material exports,
which is usually associated with third-
world countries, can ensure economic
and geopolitical dominance in the
present-day world. It is therefore most
likely that China would be the great-
est beneficiary of falling gas prices
and Russias problems in selling gas to
Europe. Indeed, China is increasingly
becoming a major market for Russian
gas, and Gazprom is already planning
the second string of the Power of Si-
beria pipeline. @
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