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Abstract: Economic development in Europe has inherently led to a growing demand
for energy. In the early 2000s, alternative energy sources (such as wind, solar, and
others) had not yet gained sufficient relevance, and as a result, the demand for natu-
ral gas remained significantly high. Russia held a monopolistic position in supplying
natural gas to meet the energy needs of the European Union (EU), maintaining a
substantial share in the EU’s gas imports. In response to Russia’s use of energy as a
political pressure tool, the EU began supporting various projects aimed at diversify-
ing energy sources and transportation routes. One such project was the Nabucco
pipeline. This article explores Azerbaijan’s position and policy toward the Nabucco
project, in which the country was viewed as one of the principal suppliers. The study
also examines the underlying necessity for the project's initiation, its supply sources,
the challenges it faced, and the attitudes of leading states toward its implementation.
Azerbaijan has a strategic interest in diversifying its oil and gas export routes. The
EU, on the other hand, views the transportation of natural gas from the Middle East
and Caspian Basin-bypassing Russia-as a critical component of its energy security
strategy. The examination of such projects, especially against the backdrop of Azer-
baijan’s increasingly active role in Europe’s energy security, and the historical-
political analysis of the reasons behind the failure of some of these initiatives, en-
hances the relevance and significance of this research.

The study is based primarily on historical-analytical and comparative methods. A
wide range of sources were used in the research, including academic articles,
monographs, and official documents in various languages.

Keywords: Azerbaijan, Nabucco Project, gas reserves, gas pipeline, energy demand,
supply.

Introduction the newly admitted Eastern European
member states, dependency on Rus-

As the number of member states sian energy was particularly acute, not

within the European Union (EU) in-
creased, the Union's dependence on
external energy sources also grew sig-
nificantly. This development, particu-
larly in the pre-Ukraine war period,
rendered the EU more vulnerable to
energy monopolization by Russia,
which held a dominant position in the
supply of oil and natural gas. Among

only in terms of oil and gas supplies
but also with respect to political pres-
sure exerted by official Moscow.

In the 1990s, the EU launched the
TACIS (Technical Assistance to the
Commonwealth  of  Independent
States) program, aimed at supporting
the development of the South
Caucasus and other former Soviet



republics. Subsequently, the EU intro-
duced the TRACECA (Transport Cor-
ridor Europe-Caucasus-Asia) and
INOGATE (Interstate Oil and Gas
Transport to Europe) programs, de-
signed to facilitate the development of
energy transportation routes from the
South Caucasus, coordinate invest-
ment projects related to pipeline infra-
structure, and address other relevant
objectives.

In this context, the EU supported
three main routes for the transporta-
tion of hydrocarbon resources from
the South Caucasus-primarily from
Azerbaijan: the Baku—Supsa pipeline,
the Baku—Tbilisi-Ceyhan pipeline,
and the South Caucasus Pipeline.
However, the EU's support during this
period remained largely technical in
nature. In the 1990s, the EU’s policy
toward the South Caucasus had not
yet fully crystallized, and the region
was still predominantly regarded as
part of Russia’s “near abroad.” Any
significant expansion of EU influence
in the region would have risked direct
confrontation with Moscow-an unde-
sirable scenario for the EU, especially
given its reliance on Russian energy
resources.

By the early 2000s, however, the
situation began to change. First, the
EU’s consumption of oil and gas con-
tinued to rise, and its dependency on
Russian energy supplies increased
accordingly. At the same time, Rus-
sia’s strategic use of energy as a geo-
political tool underscored the urgent
need to diversify energy sources. The
desire to reduce dependence on Rus-
sia’s  monopolistic energy position

prompted the EU to adopt the “Ener-
gy Security and Solidarity Action
Plan” in 2007.

This Action Plan outlined key pri-
orities, including the liberalization of
the internal energy market, diversifi-
cation of supply sources, and the pro-
motion of a competitive energy policy
aimed at improving overall efficiency.
Among its objectives, the plan also
envisaged the implementation of es-
sential measures to promote the
Southern Gas Corridor. This strategic
corridor encompassed several key
pipeline projects, including the Inter-
connector Turkey—Greece—Italy
(ITGI), the Trans-Adriatic Pipeline
(TAP), and the Nabucco Gas Pipeline
Project.

The Emergence of the Nabucco
Project: It was within such a geopo-
litical and energy-dependent context
that the European Union (EU) began
to seek alternative energy sources and
reliable oil and gas pipeline routes that
would bypass Russia and ensure the
uninterrupted and secure delivery of
liquid and natural gas to Europe.

From both geo-economic and geo-
political perspectives, the EU had a
particular interest in the transportation
of oil and gas resources from the
Caspian Sea region and Central Asia
to the European continent via routes
that circumvented Russian territory.
Within the framework of the “Shah
Deniz II” project, several pipeline
proposals were put forward to facili-
tate the export of natural gas to
Europe, including the “Nabucco” (of-
ten referred to as “Nabucco West” or
“Greater Nabucco”), the Trans-



Adriatic Pipeline (TAP), the Intercon-
nector Turkey—Greece—Italy (ITGI),
and the South East Europe Pipeline
(SEEP). Among these, the “Greater
Nabucco” project received the strong-
est backing from both the United
States and the European Union.

It is worth noting that the origins
of the Nabucco project date back to
2002. However, negotiations regard-
ing the creation of the project had al-
ready been underway prior to this
date, and preliminary agreements had
even been reached. As early as 2001,
discussions had begun on the necessi-
ty of securing alternative pipeline
routes and energy sources to meet
Europe’s growing demand for natural
gas. In February 2002, the Nabucco
project was formally proposed'.

The name of the project was de-
rived from the opera Nabucco (short
for Nabucodonosor), composed by the
renowned Italian composer Giuseppe
Verdi, with a libretto by Temistocle
Solera. The naming of the project is
symbolically linked to the opera’s
narrative: in the second part of the
final act, the Babylonian king Nabucco
allows the marriage of Fenena-a
young girl from the north who over-
comes various obstacles for the sake
of love-and Ismaele, a distinguished
ambassador of the Kingdom of Judah
in Babylon, representing the south?.
The project's name was thus inter-
preted as a metaphor for overcoming
barriers and fostering the union of
East and West through cultural con-
vergence and cooperation. In this
symbolic framework, the Nabucco
project was conceived not only as an

energy corridor but also as a bridge of
partnership between the Eastern world
and Europe.

The decision to name the project
“Nabucco” is particularly intriguing
from a historical and symbolic stand-
point, as it reflects an effort to create a
meaningful connection between past
and present. The attempt to link the
territories once ruled by the Babyloni-
an king Nebuchadnezzar with modern
Europe through a transcontinental gas
pipeline can be interpreted as a con-
scious effort to invoke a sense of his-
torical continuity and identity. In this
context, the project envisioned the
transportation of natural gas extracted
from the northeastern Caspian region
and the Middle East to European mar-
kets via Turkey.

In 2002, discussions were held be-
tween Austria’s energy company OMV
and Turkey’s BOTAS regarding the
construction of a pipeline that would
carry natural gas from the Caspian
region through Turkey, Romania, and
Hungary to Austria, and from there to
Western European countries. On
October 10 of the same year, during
negotiations in Vienna concerning the
technical and economic feasibility of
the project, representatives of
“BulgarGaz” (Bulgaria), “BOTAS”
(Turkey), “Transgaz” (Romania),
“OMV”  (Austria), and “MOL”
(Hungary) reportedly attended a per-
formance of Giuseppe Verdi’s Nabucco
opera and collectively agreed to name
the pipeline project after the work®.

On that very day (October 10,
2002), the aforementioned companies
signed an agreement to initiate a joint



technical and economic feasibility
study for the project. According to
2005 estimates, the planned 3 300-
kilometer pipeline would require a
financial investment of approximately
€4.6 billion. The pipeline was ex-
pected to transport around 31 billion
cubic meters of natural gas annually®.
Due to rising costs in subsequent
years, the project’s total estimated cost
increased to €8 billion®. The European
Investment Bank, the European Bank
for Reconstruction and Development,
and the Nabucco International Com-
pany expressed their willingness to fi-
nance the project through credit lines.

For the first time within the
framework of this initiative, the na-
tional gas networks of Turkey, the
European Union, and Southeast
European countries were to be inter-
connected. The pipeline was designed
to pass through the territories of Turkey,
Bulgaria, Romania, and Hungary, ulti-
mately reaching the Central European
Gas Hub near Vienna, Austria®.
Importantly, the pipeline was intended
to include off-take points in each
transit country, allowing gas access at
various stages along the route.

One of the most significant indica-
tors of the EU’s commitment to the
Nabucco project was its inclusion in
the Trans-European Networks for
Energy (TEN-E) program in 2003,
where it was classified as a priority
project’. Following the 2006 gas crisis
between Russia and Ukraine, the
Nabucco pipeline was identified as a
critical component of the EU’s “Energy
Policy for Europe” framework intro-
duced in 2007 and regarded as one of

the Union’s most strategically impor-
tant gas corridors®.

In 2004, the Nabucco Gas Pipeline
Company was established to manage
the construction, operation, and ad-
ministration of the proposed pipeline.
The consortium initially comprised six
companies:
¢ RWE (Germany)

o BulgarGaz (Bulgaria)

¢ BOTAS (Turkey)

e Transgaz (Romania)

OMYV (Austria)

MOL (Hungary)’.

Regarding project financing, it was
agreed that 30% of the total construc-
tion cost would be provided by the six
participating companies, with the re-
maining 70% to be funded through
external loans. Subsequently, on June
24, 2004, the project participants
signed a “Partnership Agreement”
establishing the legal entity Nabucco
Company Study Pipeline GmbH. This
marked an important step in expand-
ing the project's technical and finan-
cial capacities.

On June 28, 2005, with the aim of
securing financial resources and at-
tracting investments, Nabucco Com-
pany Study Pipeline GmbH was trans-
formed into the Nabucco Gas Pipeline
International Company. For the prep-
aration of engineering and technical
documentation, an agreement was
concluded with the London-based
consultancy firm Penspen'’.

In total, European financial institu-
tions expressed their willingness to
invest €4 billion in the Nabucco pipe-
line project. Of this amount, €2 bil-
lion—half of the total-was expected to



be provided directly by the European
Investment Bank. An additional €1.2
billion was to be allocated by the Eu-
ropean Bank for Reconstruction and
Development (EBRD), while the re-
maining €800 million was to be cov-

The Nabucco Gas Pipeline Project
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The signing of the Intergovern-
mental Agreement on the Nabucco
project on July 13, 2009, in Ankara by
Turkey, Romania, Bulgaria, Hungary,
and Austria was not only considered a
major milestone in the realization of
the project but also played a crucial
role in establishing its legal founda-
tion'>. The agreement was subse-
quently ratified by the parliaments of
the signatory states by March 2010.
This document holds particular signif-
icance as it represents the first energy
agreement concluded between Turkey
and European Union member states'*.

Nabucco Boru Hatti, Hazar ve Ortadogu gazini Avrupa'’ya tasiyacak
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ered by the International Finance Cor-
poration (IFC). The outstanding por-
tion of the project’s financing was to
be secured by the consortium mem-
bers and private investors'!.

Despite the steps taken toward the
realization of the Nabucco project—
such as the signing of a memorandum
of understanding among the partici-
pating states and the selection of the
UK-based engineering firm Penspen
to conduct the technical and economic
feasibility studies-the project encoun-
tered several substantial challenges
during its implementation phase.

Another key development oc-
curred in June 2011 in the city of
Kayseri, Turkey, where a Project
Support Agreement (PSA) was
signed. In addition to representatives
of the Nabucco Gas Pipeline Interna-



tional GmbH consortium, the event
was attended by Giinther Oettinger,
the FEuropean Commissioner for
Energy, Richard Morningstar, the
U.S. Special Envoy for FEurasian
Energy, as well as officials from the
European Investment Bank and the
European Bank for Reconstruction
and Development'®, The PSA ad-
dressed several critical aspects of the
project, including the establishment of
a favorable transit regime and legal
protections against potential discrimi-
natory changes in national legislation
that could affect the pipeline's opera-
tion.

The PSA was also instrumental in
attracting international financial insti-
tutions to support the project, as such
agreements are typically regarded as
vital for ensuring stable transit tariffs
and shielding the project from future
regulatory or legal uncertainties. For
this reason, investors placed particular
emphasis on the existence of such a
framework.

Construction of the Nabucco pipe-
line was initially scheduled to begin in
2013, with the delivery of natural gas
from the Caspian and the Near and
Middle East to the Central European
Gas Hub in Austria projected for
2017%.
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Supply Sources: During the project
preparation phase, supplier countries
were envisaged to be states from the
Middle East and the Caspian basin.
Among the countries expected to sup-
ply natural gas to the Nabucco pipe-
line, Iraq held significant importance.
The Prime Minister of Iraq, Nouri al-
Maliki, declared their readiness to

supply the mentioned pipeline with 15
billion cubic meters of natural gas
annually'®. Under such circumstances,
approximately 50% of the planned
annual transmission capacity of 31
billion cubic meters of the Nabucco
pipeline was allocated to Iraq.

Iraq possesses natural gas reserves
estimated at 3.2 trillion cubic meters,



ranking it as the tenth-largest holder of
blue fuel reserves worldwide. Despite
its abundant reserves, only about
0.04% of the existing capacity is cur-
rently extracted annually due to the
underdeveloped infrastructure. Present
gas production primarily comes from
fields located in the southeastern part
of the country, including Nahr bin
Umar, Majnun, Nasiriyah, Rumaila,
West Qurna, and Zubair, where gas is
extracted alongside oil. Additionally,
there are relatively smaller gas fields
in Kirkuk, such as Bai Hassan, Ajil,
Jambur, Chemchemal, Kormor, and
Al Mansouriyah. The principal chal-
lenges in production and export of
existing gas reserves are the weak infra-
structure, lack of storage facilities, and,
naturally, political instability.

Before the First Gulf War, official
Baghdad utilized a 169-kilometer
pipeline leading to Kuwait’s Ahmadi
Gas Production Station with a daily
transmission capacity of 11.33 million
cubic meters for gas exports; however,
this capacity was insufficient to meet
demand. The Iraqi central government
regards Europe as the optimal market
for its natural gas reserves. To access
the European market, two major pro-
jects were proposed. The first involves
exporting Iraqi natural gas via the Ar-
ab Gas Pipeline through Syria and
Lebanon to Europe. The second pro-
ject envisages bypassing Syria and
Lebanon, delivering gas directly to
Turkey, where it would connect to the
Nabucco project. Informally, it was
planned to transport natural gas via
pipeline from the aforementioned area
to the village of Bismil near

Diyarbakir, and from there integrate it
into Nabucco'”.

Egypt, officially the Arab Republic
of Egypt, could also partially serve as
a supplier, facilitated by the newly
completed Trans-Arabian pipeline.
This Trans-Arabian pipeline system
links the energy networks of Egypt,
Jordan, Syria, and Turkey'®. Since the
Nabucco project overall aimed to
transport natural gas from the Caspian
basin and the Middle East to Europe-
an markets, Turkmenistan and
Kazakhstan were also considered as
supplier states; however, the practical
reality painted a different picture.

Azerbaijan emerged as the main sup-
plier country for Nabucco. The con-
firmed blue fuel reserves of
Azerbaijan amount to approximately
2.6 trillion cubic meters, with the pri-
mary resources concentrated in the
Shah Deniz (currently operational),
Absheron, and Umid fields. Addition-
ally, natural gas is also extracted
alongside crude oil from fields known
primarily for oil production, such as
Azeri, Chirag, and Gunashli. Azerbai-
jan’s estimated natural gas reserves are
valued at about 6 trillion cubic meters.
The largest gas field, Shah Deniz, is
located approximately 70 kilometers
south-southeast of Baku. The first
phase of its development was com-
pleted by 2006. In this phase, in 2001,
Azerbaijan signed an agreement for
the transportation of its gas to Turkey
via the Baku-Tbilisi-Erzurum pipe-
line®.

Turkmenistan, possessing vast
gas fields, was also considered one of
the supplier states. With 144 identified



oil and gas fields within its territory,
Turkmenistan’s proven natural gas
reserves reportedly exceed 25 trillion
cubic meters. Turkmenistan produces
over 75 billion cubic meters of gas
annually, of which 60 billion cubic
meters are exported. The country aims
to increase gas production to 230 bil-
lion cubic meters by 2030. At first
glance, Turkmenistan appeared to be a
prime candidate as a main supplier;
however, several obstacles existed that
will be analyzed below.

Among the Caspian littoral states,
Kazakhstan, holding the largest
share, has confirmed natural gas re-
serves estimated at approximately 3
trillion cubic meters. The most prom-
ising field in terms of reserves, Kara-
chaganak, is located in northwestern
Kazakhstan near the Russian border.
Experts estimate its reserves at around
1.3 trillion cubic meters.

After sanctions are lifted in the fu-
ture, Iran is also expected to play a
significant role among the supplier
countries. Iran possesses 34 trillion
cubic meters of gas reserves, enabling
it to share first and second place glob-
ally with Russia. Approximately
18.2% of the world’s natural gas re-
serves are attributed to Iran. Its pro-
ductive gas fields are concentrated in
the Persian Gulf and southern border
regions, while gas reserves in the
Caspian Sea region are relatively lim-
ited. The Sardar-Jangal field, discov-
ered in the Caspian in 2012, is consid-
ered comparatively promising®.

Challenges in the realization of
the Nabucco project

Foremost among these was the
prevailing political instability in the
Middle Eastern countries designated
as suppliers for the planned pipeline,
specifically the lack of definitive as-
sessments regarding the annual vol-
ume of natural gas these countries
could reliably supply. Additional ob-
stacles included financing difficulties
and Russia’s perception of the project
as a competitor, all of which constitut-
ed significant challenges as outlined
above.

Although Iraq’s Prime Minister
Nouri al-Maliki expressed readiness to
supply half of the required natural gas,
the reality was different. At that time,
U.S. forces maintained a presence in
Iraq. Despite statements by President
Barack Obama regarding the with-
drawal of U.S. military contingents
from Iraqi territory, this had not yet
materialized, and instability continued
in Iraq.

Another critical issue concerns the
administration of gas fields such as
Chemchemal and Kormor, which are
located in the region governed by the
Kurdistan  Regional Government
(KRG) of northern Iraq. From an in-
ternational legal perspective, these
territories belong to the Iraqi state.
Given Turkey’s stringent operations
against Kurdish terrorist groups in all
domains, any form of agreement or
cooperation with this administration
would create serious complications.
However, it is notable that Austria’s
OMYV, a member of the Nabucco con-
sortium, acquired a 20% stake in Pearl
Petroleum, a company operating in



the region. Furthermore, OMV and
Dana Gas, a company based in the
UAE, signed agreements for natural
gas production in KRG-controlled
areas, formalizing the arrangements
by contract. Similarly, Germany’s
RWE, another Nabucco partner, es-
tablished a joint venture with the KRG
and signed a contract for the purchase
of 20 billion cubic meters of gas.
These agreements were declared ille-
gal by the official Baghdad govern-
ment and deemed contrary to interna-
tional law?'. The unresolved political
and economic disputes between
Baghdad and the KRG, including the
status of Kirkuk and revenue-sharing
disagreements, prevented Iraq from
acting as a primary supplier country.

The Trans-Caspian pipeline pro-
ject, aimed at transporting gas from
Turkmenistan and Kazakhstan—both
identified as supplier countries—was
initially intended for realization in the
early 1990s. However, the project
gradually acquired a predominantly
political rather than economic charac-
ter. Under Western sanctions and un-
willing to cede its dominant position
in European gas markets, Russia em-
phasized that the Caspian Sea’s final
legal status remained undetermined
and raised ecological concerns.
Moscow argued that any pipeline con-
struction along the Caspian seabed
required the unanimous consent of all
five littoral states.

The signing of an agreement for
Russia to purchase 500 million cubic
meters of gas annually from Azerbaijan
further strengthened Moscow’s posi-
tion. Despite significant supply chal-

lenges faced by Nabucco, Russia’s
symbolic acquisition of this volume
from Azerbaijan increased the psy-
chological pressure on the project.

One of the most critical issues fac-
ing the Nabucco pipeline project was
the absence of any signed agreements
with supplier countries to provide nat-
ural gas. Approaching the problem
logically, a supplier state had to be
identified first, followed by solutions
to transportation challenges. However,
the failure to secure a supplier country
emerged as the primary and most sig-
nificant obstacle to the project.

Another notable challenge was se-
curing a foothold in the European gas
market. At the time the project was
under discussion, the global economy
was experiencing a financial crisis,
with Europe particularly affected. The
economic downturn led to a noticea-
ble decline in gas consumption, which
consequently reduced interest in the
project to some extent. Furthermore,
the transit countries along the pipeline
route had not reached full consensus
on transit tariffs.

Among the factors negatively im-
pacting the project’s realization, the
rising costs and significant financial
difficulties should be emphasized.
Independent experts estimated that the
total completion costs could escalate
to as much as 15 billion US dollars.
Attempts to resolve the funding prob-
lem by attracting private investors
were also hindered by obstacles, such
as the absence of a clear and compre-
hensive legal framework to guarantee
investment protections.



Another adverse trend was related
to changes in the European gas market
dynamics. Previously underestimated,
shale gas rapidly began to penetrate
European markets and was considered
commercially attractive. This devel-
opment undoubtedly diminished pri-
vate investors' interest in the Nabucco
project®.

Due to the aforementioned chal-
lenges, doubts about the realization of
the Nabucco project increased daily.

“Nabucco West” project

In this context, positive progress in
negotiations between Azerbaijan and
Turkey regarding the transportation of
gas produced under the Shah Deniz-2
field in the Azerbaijani sector of the
Caspian Sea via the Trans-Anatolian
Natural Gas Pipeline (TANAP)
prompted the Nabucco consortium to
propose a new initiative. Recognizing
that the original “Greater Nabucco”
was not feasible in reality, they in-
stead proposed.
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The Azerbaijani government no
longer wished to act as the sole energy
supplier. The oil and gas projects it
had implemented had granted official
Baku significant advantages both in
terms of experience and financial ca-
pacity. Moreover, the Azerbaijani
government was determined not only
to retain ownership of its natural gas
resources but also to control their
transportation as a principal stake-
holder—a position that was non-ne-
gotiable during the talks. Conse-
quently, Azerbaijan, with a firm
stance, did not want to be excluded
from this major project and proposed
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that the gas extracted in the Shah Den-
iz-2 phase be transported to Europe
via Turkey through the construction of
an approximately 1,300-kilometer
pipeline associated with the “Nabucco
West” project.

Briefly, the “Nabucco West” pipe-
line project, approximately 1,300 kil-
ometers in length, was planned to start
at the Turkey-Bulgaria border and
traverse Bulgaria, Romania, and
Hungary before reaching Austria. The
pipeline was intended to be construct-
ed in two phases: the first phase with a
transmission capacity of 10 billion
cubic meters (bcm) per year, and the



second phase increasing the capacity
to 23 becm per year. The financial
costs of the project were estimated at
around 8 billion euros. The Azerbaija-
ni government responded positively to
this proposal.

Through this pipeline, natural gas
reserves from Iraq, Iran, and Middle
Eastern countries were expected to be
transported via Turkey, Bulgaria, and
Romania to Austria, from where it
would be distributed to other Europe-
an countries through a network of dis-
tributors. Essentially, there is a pro-
portional relationship between Azer-
baijan’s balanced foreign policy, the
“TANAP” project it proposed, and its
acceptance of the “Nabucco West”
project.

While Russia possesses vast gas
reserves, it also maintains an insist-
ence on preserving its monopolistic
position by controlling its territory as
the principal transit route for Central
Asian and Caspian gas resources to
Europe. The original “‘Greater Nabucco”
project conflicted with Russia’s inte-
rests and consequently faced Moscow’s
opposition from the outset.

Russia’s signing of agreements to
purchase part of Azerbaijan’s gas, as
well as renewing contracts with Cen-
tral Asian countries for gas trade, in
our view, aimed to deprive the
Nabucco pipeline of potential gas
supplies. Azerbaijan’s refusal to sup-
port the “Greater Nabucco” project
simultaneously served to “‘calm’ Moscow
and reduce its opposition to the
“TANAP” project, which is largely re-
cognized as a joint Azerbaijani-Turkish
initiative. Since “Nabucco West” cons-

titutes only a segment of the “Greater
Nabucco” project, Russia’s stance
towards it was less confrontational.
Furthermore, the realization of
TANAP occurred in the context of
ongoing negotiations between Russia
and Turkey regarding the “South Stream”
pipeline project, which was later re-
placed by the “TurkStream” project.

The Position of Major Powers
Regarding the Nabucco Project

Although officials claimed that
Nabucco was not a rival to the South
Stream pipeline, an analysis of Rus-
sia’s energy policy—particularly re-
garding natural gas—makes it clear
that Russia seeks to maintain its mo-
nopolistic position in exporting blue
fuel to the European market. By con-
trolling both the sources and transit
routes, Russia gained additional lever-
age amid political tensions with
Europe. Since Nabucco was designed
to transport natural gas from Central
Asia, the Middle East, and the South
Caucasus to European markets by-
passing Russia®, it naturally conflict-
ed with Russian interests. Thus, de-
spite assertions that Nabucco did not
compete with South Stream, it was
evident that this was not the case*.
Russia perceived Nabucco as a threat
to its monopoly in European gas mar-
kets.

To realize the South Stream pipe-
line, official Moscow signed agree-
ments with Bulgaria, Serbia, and
Hungary. This move was not only
intended to obstruct Nabucco but also
aimed at preventing the establishment



of a unified energy policy within the
European Union®.

Contracts signed with Turkmenistan
and Kazakhstan for natural gas deli-
very, which involved Russia purchas-
ing a significant portion of the gas
required by the Nabucco pipeline,
further complicated the realization of
the project, which already faced sub-
stantial supply challenges. Notably,
according to the agreements,
Turkmenistan committed to selling
Russia 6 billion cubic meters of gas in
2004, increasing to 10 billion cubic
meters by 2006, and reaching 70 bil-
lion cubic meters annually after 2009.
To facilitate gas transport stipulated in
these contracts, the parties also agreed
on the construction of a new pipeline
passing through Turkmenistan and
Kazakhstan to Russia. Naturally, all
these developments depleted the po-
tential gas sources for Nabucco and
diminished hopes for its implementa-
tion?,

On May 12, 2007, Russia signed a
contract with Kazakhstan and
Turkmenistan under which both states
undertook to transport a portion of
their produced gas via the Central
Asia—Center Gas Pipeline, thereby
reducing their likelihood of serving as
gas suppliers for Nabucco, as previ-
ously noted. Analysis shows that as
the probability of Turkmen and
Kazakh gas serving as sources for
Nabucco decreased, Iran—due to
imposed sanctions—was also unable
to assume the status of a reliable su-
pplier. Although Azerbaijan indicated
it could supply up to 8 billion cubic
meters annually at best, the identities

of the providers for the remaining
large share of 23 billion cubic meters
remained uncertain.

During the relevant period,
Turkmenistan was engaged in inten-
sive negotiations with China for natu-
ral gas exports and favored this option
over the Nabucco project?’. Turkmen-
istan’s simultaneous supply commit-
ments to Russia, China, and Iran sig-
nificantly weakened its position as a
primary gas supplier for Nabucco®.

Among the two major European
Union states, Germany (alongside
France) did not view the Nabucco
project favorably, which at least hin-
dered its progression to an operational
phase. Firstly, Germany, the EU’s
strongest economy, deepened its co-
operation with Russia in the natural
gas sector by initiating the Nord
Stream 1 and subsequently Nord
Stream 2 projects. This development
contributed to European financial in-
stitutions’ reluctance to allocate suffi-
cient credit to Nabucco. Additionally,
Russia’s “new Red Army,” Gazprom,
counted Germany as its largest part-
ner, and former Chancellor Gerhard
Schroder’s role within  Gazprom’s
leadership further underscored this
alignment. The global economic crisis
also negatively impacted the prospects
for Nabucco’s realization and cannot
be overlooked.

Moreover, the support for
Nabucco from other major European
powers such as the United Kingdom
and France was not fully apparent in
the context of reducing Europe’s de-
pendence on Russian gas. The trans-



portation of hydrocarbon resources
from Central Asia and the Middle
East via Turkish territory would
strengthen Ankara’s economic and
political position”’. Consequently, the
foreign policies of these states toward
the Middle East, closely tied to the
region through history, culture, reli-
gion, and other spiritual values, faced
strong opposition from Turkey, as
evidenced by recent events in Syria,
Iraq, and Libya.

The interest of Austria’s OMV in
Nabucco also waned, especially after
selling 50% of its gas storage capacity
in Furope to the Russian giant
Gazprom. Additionally, Wintershall-a
subsidiary of Germany’s BASF and a
participant in the Nabucco project-
cooperates with Gazprom on both the
Nord Stream 2 and South Stream pro-
jects, while France’s energy giant
EDF also appeared inclined towards
similar directions. This dynamic can
be interpreted as a decline in the EU’s
overall enthusiasm for Nabucco. It
must be acknowledged that uncertain-
ties surrounding Nabucco allowed
Turkey to reach agreements with
Russia on more concrete energy pro-
jects such as South Stream and Blue
Stream, which undoubtedly negatively
affected Nabucco’s realization®.

On June 23, 2007, Russia signed
agreements with Italy’s ENI and sub-
sequently with Hungary, Bulgaria,
and Austria concerning the South
Stream project®’. This can be seen as a
strategic move to diminish these coun-
tries’ interest in Nabucco.

Within Turkish academic circles,
discussions on the Nabucco pipeline

highlighted that if gas from Central
Asia and Azerbaijan were to be trans-
ported through Turkey utilizing the
South Caucasus Pipeline (SCP), sig-
nificant problems would arise in se-
curing reliable gas supplies. If
Turkmenistan and Kazakhstan were
also to be used as source suppliers, the
SCP would need to be expanded
through the construction of a parallel
line.

As noted above, Turkmenistan was
frequently mentioned among the po-
tential source countries for supplying
the Nabucco pipeline. Although
Turkmenistan declared its ability to
export 10 billion cubic meters of gas
annually®’, the lack of an adequate
pipeline infrastructure posed a signifi-
cant challenge. The Trans-Caspian
project, which envisaged laying a
pipeline beneath the Caspian Sea and
had been under discussion since the
early 1990s, did not seem likely to
materialize in the near term. Primarily,
during the period from 2010 to 2013,
the final legal status of the Caspian
Sea remained unresolved, and there
were disagreements between
Turkmenistan and Azerbaijan, par-
ticularly concerning ownership of the
Kapaz (Serdar) gas field. Although
following the determination of the
Caspian Sea's legal status, Azerbaijan
and Turkmenistan signed an agree-
ment on joint development of the
Kapaz field, serious obstacles to con-
structing the Trans-Caspian pipeline
persisted. The final convention signed
in Aktau on August 13, 2018, allowed
the laying of pipelines on the seabed
subject to unanimous consent of the



littoral states, citing environmental
concerns. Undoubtedly, Russia and
Iran are likely to exploit these envi-
ronmental concerns as a pretext to
obstruct the pipeline's construction by
all means possible.

During discussions of the Nabucco
project, the position of Turkey-a
brotherly country aiming to become a
hub in energy trade-was also signifi-
cant. From a broad perspective,
Turkey’s key geographic position as a
transit country for natural gas from the
energy-rich Middle East, Caspian
Basin, and Russia to Europe, which is
the primary consumer of blue fuel,
provided an opportunity to maximize
its advantage. Official Ankara aimed
not only to serve as a transit state but
also to become an energy hub.
Turkey’s aspiration to purchase natu-
ral gas itself and resell it to Europe,
reflecting the strategic visions of
Azerbaijani President Ilham Aliyev
and Turkish Prime Minister Recep
Tayyip Erdogan, led to a swift resolu-
tion of related challenges.

Conclusion

Against the backdrop of increasing
energy demand in the European
Union and the desire to overcome
Russia’s monopolistic position, the
Nabucco project entered the political
agenda in the early 2000s. Although
the Nabucco pipeline was included
among the EU’s priority energy pro-
jects, it ultimately failed to be real-

Notes

ized. Based on the conducted re-
search, the primary reason for the pro-
ject’s failure was the inability to se-
cure reliable supplier countries. The
resource potential of each prospective
supplier was analyzed in detail, and
after a comprehensive examination of
the challenges each faced, it was
concluded that the problem of secu-
ring natural gas supplies for Nabucco
remained unresolved. Furthermore,
the project’s significant financial scale
and the inability to attract adequate
investors-exacerbated by legislative ga-
ps-negatively impacted its feasibility.

The stances and approaches of ma-
jor powers toward the project were
also analyzed. Russia was the strong-
est opponent of Nabucco, vehemently
rejecting any loss of Gazprom’s mo-
nopolistic position in the European
market. Germany and France likewise
failed to provide sufficient support. At
that time, Germany had already im-
plemented Nord Stream 1 and was
negotiating the construction of a paral-
lel second pipeline. The EU’s chilly
relations with Turkey also had a nega-
tive impact. Additionally, the global
economic crisis and the emergence of
commercially attractive shale gas in
Europe diminished investors’ interest
in Nabucco.

Against this backdrop, Azerbaijan,
considered the primary supplier coun-
try, chose to cooperate with Turkey on
the TANAP and TAP projects for
transporting its gas to European mar-
kets.

! O. Mehdiyev, ,Enerji resurslarmin

naglinds Azarbaycan Tiirkiya
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