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Introduction

UROPE I8 currently import-
E ing most of its energy based

on fossil fuels from the post-
Soviet space. This dependency has
never been too appreciated and there
were plans aiming to reduce it—for
instance, finding other suppliers from
the Middle East or North Africa until
the usage of renewable energy is fully
developed. Given the Russian-Ukrai-
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nian dispute that broke out in 2006, this need became more acute for strategic
considerations. Thus, among others the Southern Gas Corridor initiative was
born. At the same time, nowadays, energy supplies are undergoing a process
of diversification. New and ecological sources of energy are introduced in the
circuit of energy supplies, but the most important and reliable sources—from an
economic point of view—are still represented by oil and gas. This aspect is espe-
cially true in the case of Eastern and Central Europe, where economic develop-
ment and rising living standards require relatively greater energy resources. The
importance of the natural gas supplies for the European Union, on its central
level, is illustrated by the Southern Gas Corridor initiative (Jarosiewicz 2015) of
the European Commission (European Commission 2016), officially proposed
in 2008 (Commission to the European Parliament 2008), which is intended to
devise strategies for the transportation of natural gas to the Eu territory from
the Caucasus, Central Asia and the Middle East (Euractiv 2016). According to
the definition given on the site of the Tap, “The Southern Gas Corridor (sGe) is
a term used to describe planned infrastructure projects aimed at improving the
security and diversity of the EU’s energy supply by bringing natural gas from the
Caspian region to Europe” (Tar homepage 2016). This presentation will exam-
ine a special aspect of the new energy supplies game through the evolution of the
concepts of a series of rival pipeline proposals, functional or failed.

As a Cold War tradition, the Soviet Union used to supply its allies-satellites
in Central-Eastern Europe with oil and gas, and this trend survived the fall of
the communist regime when the place of the Soviet Union was taken by the
Russian Federation. However, the Mir pipeline had to pass through the terri-
tory of the newly independent Ukraine, and Russian-Ukrainian disputes (De
Micco 2015, 4-6) unavoidably aftected third parties (Horn 1999, 162). In their
turn, newly independent countries in the Caucasus and Central Asia, which are
rich in oil and gas deposits, like Azerbaijan, Turkmenistan or Kazakhstan, were
trying to find an alternative way to transport their merchandise to avoid crossing
the Russian territory (Cooley 2012; Cummings 2012; Hopkirk 1992; Johnson
2007; Kleveman 2004; Meyer and Blair Brysac 2000; Petersen and Barysch
2011; Rashid 2000; Cornell 2001; Peimani 2009; Anceschi 2009; King 2008;
Hrair Dekmejian and Simonian 2001). The major challenge at the level of gov-
ernment policies, in the post-communist era, appeared during the 2005-2006
Russian-Hrair Ukrainian gas crisis, when the European Union and Central-
Eastern European post-communist countries faced serious supply problems. In
this context, ensuring energy supplies became a key priority for the European
Union, as we can see in the case of the Southern Gas Corridor, and governments
also devised their own strategies on a national level, for which they started to
seek reliable partners. For example, in the case of Romania, a coherent Energy
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Strategy was adopted by the Tériceanu government, and Romania openly sup-
ported the PEOP, AGRI, and Nabucco pipeline projects (Chifu et al. 2011, 64-67
and 93-95) and is generally open toward all proposed pipelines which can pass
through Romanian territory; as a consequence, the government ensured a direct
supply for the needs of the national economy. In the following pages we will see
which were—and in some cases, still are—the major projects, what were their
strengths and weaknesses, what is the potential of the still active ones and, in the
case of unsuccessful ones what were the reasons for their failure, or why they
were abandoned after a while.

Failed, Functional and Postponed Projects

O NE OF the most interesting projects—with very little chance to be put

into practice in the context of the current crisis in the Middle East, even

if it has great potential—is the so-called Persian pipeline, also known
as the Iran-Turkey-Europe (1T homepage 2016) pipeline. In 1996 Iran and
Turkey signed a $20 billion agreement that called for Iran to supply Turkey with
natural gas for twenty-two years. Exports of Iranian gas to Turkey were slated
to start in 1999 at an initial rate of 300 million cubic feet a day (mcf/d) and they
were supposed to rise to a level of 1,000 mcf/d in 2005 (Bahgat 2013, 113).
Even though the Turkish-Iranian relationship is not completely free of tensions
and regional rivalry, on the main issues they are natural allies; for instance in the
problems regarding Kurdish nationalism or avoiding energy security risks which
could be rooted in domination over oil and gas production, respectively over
trading routes of the Gulf states.

The idea was developed primarily by Iranian politicians, following the dé-
tente with the West, and the project was discussed for the first time in Febru-
ary 2014. The key transit country would be Turkey, thus the European part
of the pipeline would avoid most of the Central-Eastern European countries,
following a route through the territory of Greece, Italy, Austria, Switzerland,
Germany, France, and Spain. The project was designed as a Built-Own-Operate
type one, the National Iranian Gas Export Company being its main builder,
operator and beneficiary, other companies being co-opted only with regional
interests and reduced shares. The main beneficiary of the project, beside Iran,
would be Turkey, where an important amount of the natural gas would remain
for consumption. The 1TE would represent a major competition for other pipe-
lines built through American, Russian and European investments, having also
major gains for Iran on a political level: the pipeline would definitely end Iran’s
image as a “rogue state” in Western Europe, would deepen regional cooperation
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with another regional power of the Muslim world, Turkey, ending Iran’s relative
isolation in this community as well.

Even if Turkey is Iran’s second largest power client, importing about 2,500
million kwh of electricity from Iran (Shaban 2015), and the economic relations
between the two are much better than the highly political frictions show, it is
very unlikely that Turkey will commit itself to such an Iranian initiative. With
its commitment to NATO, Turkey is a close ally of one of Iran’s main current
enemies, the United States of America. The two Muslim regional powers also
have rivaling interests in Iraq, Syria and, on a lesser scale, in the Armenian-Azeri
conflict (de Waal 2003; Croissant 1998) and in the Kurdish issue (Kreyenbroek
and Sperl 2000; Aslan 2014) (this latter being vital for Turkey’s territorial integ-
rity). Moreover, in the context of the Shia-Sunni religious conflict, once again
radicalized following the Iranian-Saudi conflict of January 2016, on a short term
any initiative similar to this is doomed to failure. On a long term however, the
effects are incalculable as there are too many players and interests involved: the
opposition of the usa, which can turn into support at any time, the political sup-
port of the Russian Federation for both countries, the Saudi rivalry with Qatar,
common goals in the Kurdish question, but rivalry in case of Syria, and so on.

The euphonious name of South-Eastern Europe Pipeline is associated with
a proposal designed to create a link in the transportation of natural gas from
Eastern Turkey to Baumgarten an de March, Austria. The proposing company
was British Petroleum (Bloomberg Business Week 2011; Conn 2011), which
announced it publicly on 24 September 2011, and the pipeline’s route was
designed to pass through Turkey, Bulgaria, Romania, Hungary and Austria.
This very practical proposal—called a “downsized Nabucco” (Socor 2011) by
Vladimir Socor—was designed to have the shortest and economically most prof-
itable route possible, and was planned to have its supplies from the Azerbaijani
Shah Deniz natural gas field. However, on 28 June 2012, Br announced that it
would direct its choice to one of the two more developed proposals, Nabucco
West or the Trans Adriatic Pipeline; thus, the further development of the CEEs
ceased.

The Trans Adriatic Pipeline—also known as TAP (TAP homepage 2016)—
seems to be the winner of the competition with the often more touted Nabucco
project, and it represents an integral part of the Southern Gas Corridor project
of the European Union. The project is operated through the Trans Adriatic
Pipeline AG, its shareholders being British Petroleum, the State Oil Company
of Azerbaijan Republic (socar), Snam of Italy (which bought its share from
Statoil of Norway), the Belgium-based Fluxys, the Spanish Enagds, and the
Axpo holding from Switzerland, which later made the official announcement of
the TAP initiative in 2003. The AP has the political support of the central institu-
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tions of the European Union, and most importantly the political support of the
three countries it crosses, Greece, Albania, and Italy, these three countries being
among the relatively neutral ones in the Russian-American-Western-European
disputes and geopolitical games. Expected to be finalized by 2018, the Tar will
represent probably an economic success for its operators, and from a political
point of view, it is a rather neutral project, not affecting major great power in-
terests. It is possible for it to represent a major gain for the small country of Al-
bania, which has been considered an economic pariah of the European continent
for a long time; many average European citizens look down on this small and
beautiful country and associate it with the violent and insidious Albanian mafia.
A possible—and, once the pipeline becomes functional, probable—future for
this small country of the Western Balkans is to become the epicenter of Balkan
gas politics. Also, the TAP can give Albania the possibility to diversify its energy
security, since almost all of its production relies on hydropower (Geropoulos
2014). However, the Tar does not directly solve the issue of supplying most
former socialist, currently Eu-member countries which need a more direct and
appropriate pipeline. Such a project could have been Nabucco, or the shorter
and very practical AGRI project.

The Azerbaijan-Georgia—Romania Interconnector (AGRI) was designed to
offer a practical and feasible way to transport Azeri natural gas to the Western
shore of the Black Sea. According to the original plans developed in 2010 by
high ranking officials of Azerbaijan, Georgia and Romania, natural gas would
be transported from the Sangachal terminal in Azerbaijan to the Kulevi terminal
in Georgia, which has direct access through its port to the Black Sea, the Ku-
levi oil terminal being operated in its turn by a subsidiary of socar. Here the
gas would be liquefied and then transported by tankers to the Romanian port
of Constanta (Chifu et al. 2011, 93-95) where, following its re-gasification, it
would be transported to customers from all over Romania and its neighboring
countries. It is worth mentioning that this initiative is one of those where state
officials settled the basic ideas, companies joining the development process only
after that. The initiative was quickly welcomed by Hungary, with the possibility
of Bulgaria joining as well, as socar Vice-president Vitaly Beylarbeyov proudly
said in 2011: “Oil and gas companies from Japan, Korea, Turkey, France and
Norway show interest in the project” (En.trend.az homepage 2011). In 2011,
the project was joined by five companies, including socar, Romgaz, the Geor-
gian Oil and Gas Corporation, and the Hungarian Magyar Villamos Miivek
group (MvM), the four corporations creating the AGrr LNG Coj; each one of its
tounding members have 25% of shares and the company is registered in Roma-
nia. In the long term, supplies from Turkmenistan are also taken into consider-
ation. However, since the Black Sea region became unstable due to the Russian



PARADIGMS ® 39

military intervention in Georgia, as well as to the Russian-Ukrainian and more
recently the Russian-Turkish frictions, the short-term future of this initiative
might be compromised.

FiG. 1. THE TURKISH PIPELINE AND THE AGRI
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White Stream (White Stream homepage 2005) came into being as a Ukrainian
proposal, in 2005, and was largely promoted in the forthcoming years at confer-
ences and bilateral meetings. Also called the Georgia—Ukraine—EU gas pipeline,
it was built on the traditionally good relations of the Ukraine with Georgia—the
two countries sharing lots of similarities in their Soviet and post-Soviet heri-
tage—and it could serve the beneficiaries of the Orange Revolution in reduc-
ing their country’s dependence on Russian supplies, improve its position in the
Caucasus region and gain importance in the eyes of the EU officials, a structure
in which the Ukraine wants to be integrated. The plan was to start the pipeline
from near Tbilisi, Georgia, from a branch of the South Caucasus Pipeline, to
Supsa, the village port on the Black Sea. From here there are two possible routes
tor the pipeline which could pass under the Black Sea, one having its end at Con-
stanta, Romania, and the second in Crimea. The Romanian network could also
bring about major improvements in the Ukrainian-Romanian relations, the two
countries often perceiving each other as regional rivals. For instance, during the
last two decades there were a series of territorial and minority-related disputes,
such as the Bistroe canal, the Serpent Island in the Black Sea, their policies to-
wards the Republic of Moldova, the situation of the Romanian ethnic minority
in the Ukraine. The White Stream Pipeline Company (GUEU) was founded in
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London to manage the project but the composition of its consortium was never
revealed. Around 2009, the importance of the White Stream project seemed
to grow, in the aftermath of the events in Eastern Turkey. White Stream could
have been crucial to reduce Russian positions in supply, also making Turkey lose
a certain part of its capacity to put pressure on Europe through gas transit. Had
everything happened according to plan, the pipeline would have become func-
tional by 2016. However Ukraine’s position in the region is seriously weakened
by the Russian occupation of Crimea.

Turkish Stream (Gazpromexport homepage 2015; Turkstream.info homep-
age 2014) came into discussion following the unexpected demise of the South
Stream project. Following the success of Blue Stream, supplying Turkey with
Russian gas, and the demise of South Stream due to the attitude of Bulgaria,
Russian officials and the Gazprom leadership came up with a new project, pass-
ing through the Black Sea directly to Turkey, from where it could supply part
of Europe, but also countries from the Mediterranean such as Israel, Lebanon,
Syria, and Cyprus. This project, being relatively new, has not been developed in
detail until now, and as a Russian military airplane was shot down by the Turk-
ish air force in November 2015, its future on a short term was compromised.
Nevertheless, the building of Turkish Stream started in May 2017 and it will
supply Turkey, Greece, Macedonia, and Serbia, before finally reaching Hungary
and Austria. Serbia, as a candidate for full EU membership, has committed to
respect the EU regulation stating that the owner, the operator and the supplier
of the pipeline must be different market actors. Actually, Turkish Stream rep-
resents a partial revival of the South Stream project on an alternative trajectory
with almost half the transit capacity (about 32 billion cubic meters per year). It
would play a very important role in supplying Turkey, which is the second larg-
est consumer of Russian gas after Germany, and presently is supplied by Blue
Stream and the Balkan pipeline route. Another importance of Turkish Stream
is its role of bypassing the Ukrainian route which is insecure, and very “hostile”
towards Russia (Mészdros 2017). The building of the Russian portion of the
pipeline started in May 2017. Both the Russian government and Gazprom are
realizing—and express it through their doctrines—that Russian energy is a very
useful and successful tool for the country’s foreign policy and strategic interests,
which determines its geopolitical influence. It can also be used as a weapon: be-
tween 1991 and 2006, Russia exerted pressure over other former republics of the
Soviet Union by interrupting energy supplies 55 times (Szabo 2013, 225-231).

The Trans-Anatolian Pipeline or TANAP (TANAP homepage 2011) is a pipeline
which will transport Azeri gas through Georgia and Turkey to Europe. The
project was announced in 2011, the building of the pipeline started in 2015,
and is expected to be finished in 2018. socaRr is the main shareholder with 58%,
tollowed by the Turkish BoTas with 30% while British Petroleum has 12% of
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the shares. According to the plans, the company which administers the pipeline
will have its headquarters in the Netherlands, and it will start functioning in
2018. The Turkish-European route is still unclear. It is possible that the TANAP
will be connected to the TAP, but alternative routes are also taken into consid-
eration. The TANAP represents a main strategic gain for both Azerbaijan and
Turkey, and the project was successful due to its simple planning and relatively
risk-free geographic and geopolitical setting; Turkey and Azerbaijan have good
relations, and their geographical connection is relatively risk-free, it does not
involve hostile third parties (it is not a coincidence that no pipeline originating
from Azerbaijan passes through Armenia) and, in both countries, cooperation
between state leadership and great companies is crucial, usually the state being
the dominant party. Due to its secure nature, it is also not a coincidence that the
rivaling Nabucco and Tar projects both signed cooperation agreements with the
TANAP in 2013 (Euractiv 2013).

If TaNAP is designed to transport on the Azerbaijan-Turkey route, the Turk-
ish-European route being still unclear, the Pan-European Oil Pipeline or rEopr
(Transnafta 2002) would be a pipeline which is designed to start from the city
port of Constanta, Romania, meant to transport oil through a pipeline system
through Serbia, Croatia, Slovenia to Italy, also making a connection with the
Transalpine Pipeline, running through Austria and Germany. The project was
proposed in 2002, with the participation of Romanian, Serbian and Croatian in-
vestment, Italian and Slovenian companies being also encouraged to participate.
The Pan-European Oil Pipeline Project Development Company was registered
in London to manage the project, with the Romanian Conpet Ploiesti and Oil
Terminal Constanta, the Serbian Transnafta, and the Croatian JANAF as partici-
pants. In 2010, the JANAF froze its investment in the project; the Romanian-
Serbian cooperation however is still active. This pipeline, planned for crude oil,
in case of success, can be a model for a natural gas pipeline, too.

Two of the most publicized projects were the Nabucco and the South Stream
projects (Bir6 2008; Lakatos et al. 2015), due to their political background and
geopolitical importance. In the following pages, we will make a summary of
how these two projects evolved until the moment of their demise.

Nabucco (Feller 2008, 50; Petersen 2001, 40-42; Rowley 2009, 72-73;
Hoffstatner 2011) was planned to be a common investment of companies from
the member states of the European Union, having strong support from Ameri-
can politics and business. The project was officially born in 2002, with the inten-
tion to reduce the dependency of the European Union and its future member
states on the Russian Federation. The start of its construction was planned for
2011, and it was planned to be functioning at full capacity by 2014. As far as
the original plans are concerned, the pipeline was planned to start at the gas field
of Shah Deniz in Azerbaijan. The Azeri leaders perceived Nabucco as a very
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useful tool for expanding the country’s international profile and reducing its de-
pendency on Russia (Mehdiyeva 2011, 10-14). Other sources could have been
in Turkmenistan, Iraq, possibly Iran (Kuhn 2012, 77-78) or Kazakhstan. At a
certain moment, Egypt was seriously planning to offer its resources for Nabucco
as well, and the plans also contained a link to the Black Sea’s resources. Due to
insecurities at Turkey’s eastern borders, the original plan was later modified and
given the name Nabucco West. This plan was designed to start the pipeline from
Turkish territory. This version was designed to be more secure, however, since
the owners of the Shah Deniz field chose to supply the Trans Adriatic Pipeline
project (tar), the shareholders of Nabucco could not find a viable replacement
tor this source. As former Hungarian Prime Minister, Ferenc Gyurcsany said in
2007: “the Nabucco is a dream” (Luft and Korin 2009), and it remained just
that. In order to coordinate the Nabucco project a multinational company, the
Nabucco Gas Pipeline International GmbH, was founded in Vienna in 2002.
Its initial shareholders were 5 major companies from the five participating coun-
tries: oMv (Austria) MoL (Hungary), Transgaz (Romania), BeH (Bulgaria) and
Boas (Turkey). Initially the German RWE was also a founding member but it sold
its share to the omv in 2013. In Hungary, MOL was replaced by Foldgdzszillitd
Zrt., and French investors also bought some stock from omv. The potential of
Nabucco was illustrated by the interest of the Polish rGNiG, or the 1pIC, a strong
investment fund from Abu Dhabi. Officially, neither the usa nor the Eu were
participating in the project, apart from lending their full moral support; the £u
tinanced Nabucco through a series of batches (with 250 million Euro in 2009
alone), and additionally the European Bank for Development was ready to fi-
nance 25% of the building costs, in case the actual building process was started.
This never happened and the failure of Nabucco made the Azeri expert Ilgar
Gurbanov state in 2014: “Since Nabucco failed, Gazprom will still continue to
dominate the price-setting process and keep its monopoly position in Central
Europe” (Gurbanov 2013, 5).

The main pro-Nabucco arguments were:

e granting the benevolence of American capital and military power;

¢ the diversification of Europe’s supply of gas;

¢ the reduction of the dependence of the countries in the EU on Russian gas;

* the states of the Caucasus, Central Asia, and the Arab world could have
developed a closer relationship with the Eu, a fact that could have granted not
only economic but also some political advantages;

¢ it could have deepened regional cooperation among often rivaling states in
at least four distinct geographical regions: Central Asia, the Caucasus, the region
of the Black Sea, and Central Europe.
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On the other hand, the issues which compromised the building of the origi-
nal Nabucco, and later of Nabucco West, proved to be more decisive. Among
these, we have to mention:

* regional warfare and the high risk of terrorist attacks;

¢ the lack of perseverance of key companies and political forces in imposing
the original plans;

¢ the great number of alternatives, like the TAP, mentioned above, or South
Stream;

* because Nabucco was planned to supply only a limited number of coun-
tries, it lacked the deep involvement of great powers of the Western world;

* the project was criticized because of environmental and human rights issues
by a series of NGOs.

The Nabucco project is not officially failed yet, but there is little chance for
its building to start soon. Its fate can be best illustrated by the words of a Ro-
manian diplomat, specialized in the Turkish world: “The Nabucco will be built
when its name is Ivan Groznij” (personal discussion with the author during the
summer of 2012). This sentence meant to illustrate the Russian influence in the
region where the building of Nabucco was planned. In 2015, however, there ap-
peared signs that the Austrian omv company had different plans (Stoica 2015),
so it might be too early to bury the Nabucco project as an initiative in itself.
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South Stream (South Stream homepage 2007), the project considered to be the
main rival of Nabucco, was designed to serve the interests of Russian gas suppli-
ers and, as a consequence, to promote Russian interests in Europe and to offer
an alternative to Western initiatives, such as Nabucco. Its birth was officially
announced in 2007, as a common initiative of the Russian Gazprom and the
Italian Eni companies. South Stream AG was registered in Switzerland in January
2008, its objective being the building of the pipeline called South Stream, as a
pair to Nord Stream, already functional, the pipeline which supplies Germany
with Russian gas through the Baltic. Nord Stream functioned as a model for
South Stream and the countries initially planning to participate in the South
Stream project were: Russia, Bulgaria, Serbia, Hungary, Slovenia, and Italy.
Electricité de France and the German Wintershall companies joined as investors
in the global project, besides Gazprom and Eni. On a national level, Gazprom
planned to build the pipeline in cooperation with its partner on the respective
country’s level, like Bulgargaz, Srbjagaz, MmoL and the Slovenian Geoplin Plin-
odovi. The building of the Russian section started in 2012, but the project was
canceled by Russia in December 2014 due to the hesitation of Bulgaria which
was the result of heavy EU and American pressure because of the Crimean crisis.

The main advantages of South Stream (Popescu 2013, 143-153; Stratfor
2015; Richard 2015) were the following:

* Russia could reduce the blackmailing potential of the Ukrainian government;

¢ it could have deepened the regional cooperation, especially among Chris-
tian Orthodox states in the Balkans;

¢ it could have opened new perspectives for cooperation between Russia and
states of the European Union, especially with Italy, but on the long term, also
with Germany and France.

FiG. 3. THE SOUTH STREAM PROJECT
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The project was replaced by the Turkish Stream project based on Russian-Turk-
ish cooperation. This pipeline is planned to avoid small European states from
South-East Europe, vulnerable when faced with Western pressures. But current-
ly the future of this pipeline seems to be rather uncertain, and it is confronting
a series of obstacles. A final blow to the South Stream project was given on 20
January 2016, when Gazprom officials announced the cancellation of the South
Stream project. With some of its last efforts, the Obama administration tried to
improve American-Turkish cooperation in the field of energy security by attract-
ing Cyprus into the cooperation as well (Okumug 2016, 41).

Germany plays a very interesting and contradictory role in the European
energy policy, because the Germans are the main pivot of the European unifica-
tion process, on the one hand, advocating the idea of a powerful Eu, but, on the
other hand, their intention to base their economy preponderantly on Russian
gas does not serve the reduction of the European energetic dependency. Because
Russian gas sources are relatively the cheapest for Germany, they decided to dou-
ble the capacity of North Stream (55 billion cubic meters per year) collaborating
in a consortium with Gazprom (among other European partners). No wonder
that the us intention to find ways for the American LNG to enter the European
market meets obstacles on both the Russian and the German side (Germany's
dependency on Russian gas is 43% of the total consumption) (Pogonyi
etal. 2014).

Interests of States and Corporations

volves billions of dollars of investment and considerably more in profits,

but, at the same time, a series of risks and geopolitical interests are also
important. To determine their role, in the following we will summarize the in-
terests of major corporations, and of some of the great powers interested in the
region.

For great oil-and gas companies, the goals are clear: first of all, to be the one
that builds the first pipeline, which means that the competitors should not be
faster in achieving the same goal. However, designing a pipeline is preceded by
a series of feasibility studies, and the analysis of geopolitical risks, which—as we
could see in the examples mentioned above—are plentiful.

For a better administration of this situation, often new companies are cre-
ated, to be the operators of the project in which initiating companies affiliated
to the project are shareholders. In such cases, the initiator generally owns the
majority of stocks, local partners having also their share and crucial role, most

B UILDING THE pipelines involves major interests, the financial aspect in-



46 * TraNsYLVANIAN Review ¢ VoL, XXVII, No. 1 (SprinG 2018)

of them being nationally strategic companies from the small Central-Eastern
European countries. The competition among rivalling pipeline projects is stiff
and often involves great power interests.

The structure most interested in developing some of the projects is the Euro-
pean Union, as the Southern Gas Corridor initiative illustrates. It is of strategic
importance for Brussels to assure the energy supply of its poorer South-Eastern
periphery, to improve their economic indicators, and, if possible, to decrease
their dependency on solely Russian supplies by diversifying the sources. How-
ever, currently the Eu is wrestling with a series of serious internal issues, like
the refugee crisis, Brexit, and inequalities between its member states, and it is
unlikely to be able to impose a coherent strategy in this field on the short term.

The Eu managed to abolish the contractual isolation of the gas market in
Eastern European Eu members, which meant that Gazprom prohibited former
socialist eastern EU-members to transfer the gas purchased from Gazprom to
other EU countries. With this contractual prohibition, Gazprom would divide
and conquer, and geopolitically manipulate the Eastern European countries
through this strategic merchandise. The eu would have threatened Gazprom
with huge fines if it maintained its oligopoly for this market manipulation. But
there is also a lack of sufficient interconnection, especially between Western and
Eastern European gas pipeline systems, which makes it difficult to maintain the
security of supplies through re-exportation or gas-swaps. The better interop-
erability with Western European gas pipelines would be essential for Eastern
Europe, because their exposure to Russian gas imports is still substantial. Only
the Romanian gas consumption is less dependent on Russian import (10%), the
Hungarian and Polish dependency is about 60-64%, while the Slovak, Czech,
Bulgarian and the Baltic states’ dependency is more than 90%, even as high as
100%. The most dependent states on imported Russian gas are paying the high-
est price for this merchandise, although the general dependency on imported gas
could also make the prices rise (Mésziros 2017).

In any case, a gas war between Russia and the European Union makes no
sense, as Jérome Guillet noted, because nobody can win it: all parties lose—sup-
plies, income, reputations, and trust—while remaining unavoidably linked by
the pipeline. Guillet correctly emphasized: “The Eu-Russia energy dialogue is
dominated by ghosts and unfounded fears of dependency rather than an appre-
ciation of the real interdependency” (Guillet 2011, 72).

The United States of America, especially since the Ukrainian crisis, has simi-
lar interests with Europe, especially in weakening Russian economic interests
and strategy. However, the prestige of the United States is not the same as it was
during the nineties, and its influence can be balanced by the growing influence
of Russia. The American-Russian new cold war has many aspects, in which the
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issue of pipeline projects is important, but not primarily important. A certain
loss of ground for American companies in this region can be noticed—no won-
der that in the case of Nabucco, even if it was supported by the usa, European
companies had to take the initiative—but this situation, if the situation in the
region is stabilized once again, will just improve for American interests. How-
ever, in recent years the Us has become a potentially important energy exporter
due to the shale gas and shale oil revolution. Though the price of the us shale
gas LNG is relatively high, the price of the imported gas imposed by Gazprom
is quite high as well for the Eastern European countries, unlike the lower price
offered to Western European countries, especially to Germany. Consequently,
based on the present price level, the Us LNG could be competitive, but the recent
post-socialist EU members have a single LNG terminal in Poland (another one is
under construction in Croatia). That is to say, the receiving capacity of LNG is
still insufficient. At the same time, the Us extended the sanctions against Russia
in July 2017 due to an alleged Russian intervention in the us presidential elec-
tion campaign, penalizing even those European energy companies which have
joint pipeline-building projects with Russian energy companies. This could be
evidence of the fact that the us has an aggressive expansionist policy in the con-
text of energy-geopolitical games (Pogonyi el al. 2014).

The Russian Federation and its companies are seemingly in pole position,
having the greatest influence in Central Asia and in the Caucasus. They are
strong in capital and the region falls within their strategic interest, but often
this does not seem to be enough, like in the case of South Stream and Turkish
Stream. The pipelines based on Russian initiatives will be built as relative sta-
bility and regional security are re-established in the Black Sea region. The Rus-
sians still preserve the monopoly on the transfer of Central-Asian gas and oil to
Western states via the Caspian Pipeline Consortium, between the Tengiz Field
(Kazakhstan) and Novorossiysk (Russia), and trough the widespread Russian
gas pipeline network. Russia, together with China, is trying to put pressure on
Kazakhstan to prevent the construction of a pipeline connecting its oil fields
with the Baku-Tbilisi-Ceyhan pipeline, thus preventing Western-led oil and gas
consortia from playing a leading role in new developments of Kazakh oil and
bypassing Russian transit routes (Cohen 2006, 39).

The world’s next superpower, China, is expanding its economic interests in
the region, but not yet at the level of investments in fossil fuels. Unlike in Cen-
tral Asia, where China has a primal strategic interest in energy supplies (Lakatos
2014, 143), Chinese companies are not at all active in the Black Sea region. The
Chinese will make joint efforts with the Russians to exclude the usa and the EU
from Central Asia, thus seriously limiting the sovereignty of the Central Asian
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countries. But, on the other hand, in the new great game around the energy re-
sources in Central Asia, in the future the Chinese can easily come into a serious
conflict with Russia regarding supremacy in the region and the control of supply
with fossil energy resources. The rise of China as the new global economic su-
perpower might change this in the near future, because China has all the chances
to become a global oil player, while Russia remains predominantly a regional
one (Cohen 2006, 17).

For small Central-Eastern European countries, the equation is simple: each
of them would prefer to have a pipeline crossing its territory, due to the financial
and strategic gains. Both competition and cooperation are caused by this strate-
gic goal, but they do not have the necessary capital to initiate actions. They can
rely only on the existing projects of some great company.

Conclusions

s WE could see, most of the pipeline projects failed. The importance

of the gas pipelines for Europe is a crucial issue, and it will remain so

at least for a few years more. The rivalling economic interests of great
companies and the geopolitical rivalry in the region which most of the pipelines
should cross will however postpone or cancel most of their projects. We notice
that usually the pipelines built without problems are those which have limited
objectives and there is a small number of actors who reach an agreement more
casily (e.g. North Stream—Russia and Germany), while the ones designed to
serve major strategic goals and have almost decisive economic importance are
experiencing a series of difficulties. In the latter cases they were discontinued
because of insufficient investment capital, the impossibility of coordinating the
interests of huge stakeholders, or the lack of strong buying commitment from
the consumer side, the insecurity of sources, or they were simply (geo)politically
killed (e.g. South Stream) (Guillet 2011, 72).

The objective consequences of gas pipelines are the following:

¢ Through the burning of natural gas, less co, is released into the atmosphere
than in the case of coal or oil. An alternative to fossil fuels could be the “green”
sources of energy, but these still account for only a small percentage of energy
consumption, since their permanency is reduced as compared to fossil ones.

* A pipeline is costly to build, but once it is finished, it is more economical
than transporting gas by vehicles such as ships or trains. Its supply is also faster
but, due to its length, it can also be very vulnerable to natural catastrophes or
criminal attacks.
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* The building of a pipeline can cause serious modifications to the environ-
ment where it will be placed. It is less likely that, let to their own devices, great
companies will pay more attention to possible environmental issues than to their
profit. This is the role of NGOs.

e Shale gas can be a viable alternative to natural gas, but due to the cata-
strophic and irreversible damages caused by its current technology of exploita-
tion, it is not likely that great exploitations for shale gas will start in Europe in
the near future. A good example for this is the case of Vaslui, Romania, where
the Chevron Company was trying to exploit shale gas, but it was stopped by the
popular protest of the locals, also supported by Greenpeace activists. Anyway,
shale gas and shale oil exploitation was boosted so much in the last decade that it
triggered a serious supply side boom, which considerably reduces the profitabil-
ity of the oil and gas companies worldwide. That is the reason why these classic
oil companies must reduce their investment costs, and they have to choose to
execute only the most efficient pipeline projects due to the lack of sufficient fi-
nancial resources (Horvith 2017).

* The building of two pipelines designed for the transport of natural gas,
meant to supply Central-Eastern Europe and South-Eastern Europe with gas
from Russia and/or the Caucasus and Central Asia, and which had the impor-
tant characteristic that it avoided the unstable Ukraine, was doomed to failure.
Their failure proves the lack of influence of the possible beneficiaries to promote
their own interests and it is an indicator of instability in the region.

¢ In the following decades the lack of stable gas supplies will hang over the
head of many of these states like a Sword of Damocles. However, this sword is
very unlikely to fall and to cause a major crisis, due to the diversity of offers on
the global energy market and the relatively low prices.

* An alternative to the reliable, but environmentally harmful and exhaustible
tossil fuels could be the renewable sources of energy. Time and investments are
required in order for these to be a competitive answer to the energy question,
which can be rewarding only on a long term (Cebotari and Benedek 2017).

It is certain that the European Union and its Central-Eastern European mem-
ber states definitely need one or more pipelines for the import of gas. What is
not settled is which countries should be the main suppliers—because of political,
geostrategic and geo-economic reasons—, and which companies should be the
main beneficiaries for building and operating the system—economic interests
are clashing, and not everybody can be a winner. Another factor, worthy of be-
ing taken into consideration, is that for building pipelines, a situation of relative
security and peaceful international cooperation is required, which is not the case
nowadays, neither in the Caucasus, nor in the European parts of the post-Soviet
zone, nor in the Middle East. The situation could improve in the near future
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and those companies that will operate their own pipeline project earlier will be
in a winning position. Until then, however, we can only watch and analyze the
evolution of the various pipeline projects.

Undoubtedly, the price formation process and all the trading processes with
hydrocarbons are definitely influenced by geopolitical factors, to the same extent
as real market factors have their influence as well. According to the opinion of J.
Guillet, we are not sharing the simplistic statement of “armchair geo-politicians”
that the whole “gas-trade game” between Russia and Europe is serving only the
new Russian imperialism, ignoring the practical, technical and economic re-
quirements of the energy industry. All in all, theoreticians cannot make projects
that do not have a strong underlying financial and business rationale (Guillet
2011, 58).

The majority of the currently existing or proposed pipelines, with few ex-
ceptions, are based on Russian sources—consequently they do not serve the
diversification of sources efficiently, though they can contribute to fostering the
security of supply by diversifying the supplying routes, bypassing unstable or
non-reliable countries. Anyway, Gazprom and Russia can put further geopoliti-
cal pressure on Eastern European states, since their supply sources are still quite
one-sided, while Western Europe has enough energy autonomy by purchasing
hydrocarbons from multiple sources.

Q
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Abstract
Pipelines for Energy, Interests for Companies and Great Powers

Europe is currently dependent on fossil fuels from the post-Soviet space. With the outbreak of the
Russian-Ukrainian dispute in 20006, this dependency became more relevant for strategic consid-
erations, and thus the Southern Gas Corridor initiative was born. The North Stream pipeline—
which supplies Germany from Russia, through the northern seas—is fully operational. The same
cannot be said concerning pipelines which are meant to supply the former communist, currently
EU member countries and the Balkans, due to rivalling economic (policies of big companies) and
geopolitical interests. This article will analyze the most important pipeline projects, their eco-
nomic and political background; it will also look into the reasons why some of these projects were
unsuccessful while analyzing the possible outcomes of the projects that are still functional. The
analysis will be placed in the context of current international relations and geopolitics, taking into
consideration the Ukrainian crisis, the turmoil in the Middle East, and the frozen conflicts of the
Caucasus and its vicinity.
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