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Abstract

This report analyzes the prospects of the Caspian Sea region — and its key
actors except for Russia and Iran — becoming an important energy hub
serving the needs of the European Union (EU). In addition to conventional
means of energy (hydrocarbons), the paper explores new types of energy
supplies that include green hydrogen, solar and wind power. It addresses
the main research goal by analyzing both the resource potential of the
region in terms of meeting the EU’s energy needs and whether the EU
should engage with the regional actors and financially commit to expensive
and rather risky projects and initiatives.

The author argues that, even though the region boasts large potential
in both conventional and non-conventional energy resources, the EU
strengthening and deepening of its integration with the Caspian Sea region,
in terms of business and trade, entails many risks, both inherent to the
region itself and emanating from other players that are, in one way or
another, involved in the region’s affairs and intend to do so.
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Introduction

In September 2018, referring to Nord Stream 2 (the Russian-German gas
pipeline project across the Baltic Sea), American President Donald Trump
claimed in a speech at the United Nations (UN) General Assembly that
Germany would become “totally dependent on Russian energy if it does not
immediately change course”.! Viewed as yet another extravagance at this
time, his remarks took on a whole new meaning in 2022, when Russia cut
off natural gas supplies to its key customers in the European Union (EU)
following the outbreak of Russia’s large-scale military aggression against
Ukraine. Russia’s blatant violation of international law and its contractual
obligations prompted the EU to rapidly seek alternative sources of natural
gas and oil to meet its energy needs. The old idea of exploiting the Caspian
Sea region’s vast energy resources (in addition to other sources of energy)
then came back to the fore. However, the EU’s “turn to the Caspian Sea”
will likely be accompanied by several issues — economic, geopolitical,
environmental, as well as value — and culture-based differences — that may
put a strain on the EU’s plans.

Thus, two key questions emerge: to what extent is the Caspian Sea
region sufficiently endowed with natural resources to meet the EU’s energy
needs? What risks does this alternative entail, and what obstacles might
stand in the way of its implementation?

1. “Full Text: Trump’s2018 UN Speech Transcript”, Politico, September 25,2018, available at:
www.politico.com; R. Noack, “Trump Accused Germany of Becoming ‘Totally Dependent’ on Russian
Energy at the U.N. the Germans Just Smirked”, The Washington Post, September 25, 2018, available at:

www.washingtonpost.com.


https://www.politico.com/story/2018/09/25/trump-un-speech-2018-full-text-transcript-840043
https://www.washingtonpost.com/world/2018/09/25/trump-accused-germany-becoming-totally-dependent-russian-energy-un-germans-just-smirked/

The Caspian Sea region:
energy wealth

EU’s renewed strategic interests
in the region

The Caspian Sea region (Cf. Map 1) has traditionally played an important
role in competition between great powers. Following the collapse of the
Union of Soviet Socialist Republics (USSR) the region became again an
arena of international competition, where geopolitical factors were coupled
with geo-economic considerations (transportation routes and natural
resources).

Map 1. Caspian Sea region
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The yellow area ir;diéates the approximate drainage area around the Caspian Sea.

Source: © Wikimedia Commons, https://en.wikipedia.org.

Throughout the 1990s and early 2000s, the region’s geo-economic
importance in the hierarchy of Western (primarily the European Union’s)
foreign policy priorities progressively receded despite Russia’s evidently
growing assertiveness and a series of trade standoffs between Moscow and
its geographic neighbors, such as Ukraine. However, things changed
drastically after the outbreak of Russia’s large-scale war of aggression
against Ukraine in 2022. The Kremlin, convinced that the EU could not


https://en.wikipedia.org/
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survive without Russian energy resources, decided to limit (in March 2022)
and then halt (in May 2022) natural gas deliveries to the EU,2 both in
response to Western sanctions and as punishment for supporting Ukraine
in the war. Although the EU has managed to survive without Russian
natural gas for the second winter in a row,3 many authoritative experts have
claimed that, without uninterrupted access to (relatively) cheap natural gas
available in mass quantities, the EU could face deindustrialization and the
loss of leading positions in certain industries (AI, defense industrial
complex).4

The Caspian Seas is the world’s largest inland body of water (surface
area: 371,000 square kilometers), referred to as either the world’s largest
lake or a full-scale sea.® The region is formed by the following five countries
that differ in terms of social-economic development, area covered, and
population residing on the shores of the Sea (Cf. Table 1):

Table 1. Comparative analysis of Caspian Sea countries

Population 2t (L
. oP Coastal area Development
Country living on shores
of sea (million) (km) Indexjiglobal
ranking

Russia 3.9 695 56t
Kazakhstan 1 2,320 67t
Iran 6.8 724 78t
Azerbaijan 2.4 955 89t
Turkmenistan 0.5 1,200 94th

Note: Table composed by author from various sources.

2. R. Tairov, “Gazprom soob$il o sokraSenii eksporta gaza v dal’'nee zarubeZ'e po¢ti na 45%” [Gazprom
reported a reduction in gas exports to non-CIS countries by almost 45%], Forbes, December 1, 2022,
available at: www.forbes.ru.

3. P. Azevedo Rocha and E. Mazneva, “Europe Moves into a New World After a Crippling Energy Crisis”,
Bloomberg, January 20, 2024, available at: www.bloomberg.com.

4. T. Doshi, “As Europe Deindustrializes, Can Economic Suicide Be Avoided?”, Forbes, May 9, 2024,
available at: www.forbes.com; M. Loyola, “High Electricity Prices Have Europe Facing
Deindustrialization; Don’t Let It Happen Here”, The Heritage Foundation, February 12, 2024, available

at: www.heritage.org.
5. Under the classification of the Caspian Sea as a “sea”, each littoral state would have a territorial sea of

up to 12 nautical miles, an exclusive economic zone (EEZ), and a continental shelf. The boundaries of
the EEZs would be set based on a median line. Such a division would be made in accordance with the
terms of the United Nations Convention on the Law of the Sea (UNCLOS). In broad terms, the states
with longer coastlines have favored categorizing the Caspian Sea as a “sea”, whilst those with shorter
coastlines have favored “lake”. If the Caspian Sea is classified as a lake, customary international law
governing border lakes would apply, with legal agreements between the bordering states regulating the

A Sea or Not a Sea: That Is Still the Question”, Norton Rose Fulbright, September 2018, available at:
www.nortonrosefulbright.com.
6. “Is the Caspian a Sea or a Lake?”, The Economist, August 16, 2018, available at: www.economist.com.

use of the water. For more information see: “The Convention on the Legal Status of the Caspian Sea — . f .



https://www.forbes.ru/finansy/481920-gazprom-soobsil-o-sokrasenii-eksporta-gaza-v-dal-nee-zarubez-e-pocti-na-45
https://www.bloomberg.com/news/articles/2024-01-21/europe-moves-into-a-new-world-after-a-crippling-energy-crisis?srnd=markets-vp
https://www.forbes.com/sites/tilakdoshi/2024/05/09/as-europe-deindustrializes-can-economic-suicide-be-avoided/
https://www.heritage.org/energy/commentary/high-electricity-prices-have-europe-facing-deindustrialization-dont-let-it-happen
https://www.nortonrosefulbright.com/en-us/knowledge/publications/5f222b95/the-convention-on-the-legal-status-of-the-caspian-sea---a-sea-or-not-a-sea-that-is-still-the-question
https://www.economist.com/the-economist-explains/2018/08/16/is-the-caspian-a-sea-or-a-lake
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While the Caspian Sea region is endowed with precious and critical
minerals (gold, silver, iron ore, zinc, copper, uranium, bauxite) and is
perfectly suited for certain types of agricultural activities (cotton and caviar
harvesting), it is undoubtedly the deposits of hydrocarbons that attract
interest from the world’s largest corporations. Three Caspian Sea countries
(Cf. Table 2) with proven oil and gas deposits can be seen as being of special
interest to the EU.7

Table 2. Proven reserves of oil and natural gas

Country Proven oil Proven natural-gas
reserves (bb) reserves (tcm)
Kazakhstan 30 3
Azerbaijan 7 2.5
Turkmenistan 0.6 13.4

Note: Table composed by author from various sources.

As will be explained further below, Europe — at the level of both the EU
and individual corporations — once again turned its attention to the Caspian
Sea actors as an alternative (or supplementary) source of energy after
Russia’s annexation of Crimea in 2014. In 2019, the EU updated its strategy
on Central Asia — both with the region as a whole and with its five individual
countries (C5); among other aspects, it articulated the need to increase
investment cooperation between the EU and Central Asia.®8 Following the
outbreak of the full-scale Russian war in Ukraine in 2022, the EU’s growing
strategic interest in Central Asia was demonstrated on many occasions,
including, notably, the First EU-Central Asia Summit (October 27, 2022) in
Astana and the adaption of the joint Roadmap for Deepening Ties between
the EU and Central Asia (October 23, 2023). These and other initiatives
clearly pointed to Europe’s growing interest in Central Asia’s critical
resources, including both renewable and non-renewable energy.

Post-2022 trends and developments
in the oil sector

The post-2022 period has seen positive developments in the region’s
growing engagement with the EU in the oil sector. The region’s most oil-
endowed nation, Kazakhstan, increased the export flow of its oil to Europe
through Azerbaijan’s territory by 17.3 percent in January via the

between Europe and Asia], RIAC, August 17, 2017, available at: https://russiancouncil.ru.
8. “Central Asia: Council Adopts a New EU Strategy for the Region”, June 17, 2019, available at:

www.consilium.europa.eu. n

7. V. Katona, “Neft’ i gaz Kaspijskogo regiona mezdu Evropoj i Aziej” [Oil and gas of the Caspian region . f .


https://russiancouncil.ru/analytics-and-comments/analytics/neft-i-gaz-kaspiyskogo-regiona-mezhdu-evropoy-i-aziey/
https://www.consilium.europa.eu/en/press/press-releases/2019/06/17/central-asia-council-adopts-a-new-eu-strategy-for-the-region/
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Baku-Thilisi-Ceyhan (BTC)* 1,768k m pipeline with 1.2 million barrels
per day capacity (Cf. Map 2), which was officially inaugurated in 2006.
Furthermore, an agreement signed between SOCAR (Azerbaijan) and
KazMunayGas (Kazakhstan) enables the transit of an additional 1.5 million
tonnes of oil annually.°

Map 2. Baku-Tbilisi-Ceyhan pipeline (BTC)
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Source: © Charles/Wikimedia Commons, https://commons.wikimedia.org.

This partnership reportedly enables Kazakhstan to redirect (at least
partially) its export-oriented oil flows from the Russia-based and Russian-
backed Caspian Pipeline Consortium (CPC) pipeline (Cf. Map 3).** This
transportation route, which brings Kazakhstani oil to Russia’s Black Sea
port of Novorossiysk, has historically been the key transportation artery for
Kazakh-extracted oil and a major constraint on the diversification of oil
exports for Kazakhstan.

9. BTC-exported crude oil is lifted at Ceyhan and loaded on 229 tankers to be sent later to end users.

For more information see: “Ceyhan terminal”, accessed on December 18, 2024, available at : www.bp.com.

10. “KMG and SOCAR Sign Agreement on Phased Increase in Transit Volumes”, March 12, 2024,

available at: www.kmg.kz.

11. In 2023, Kazakhstan produced 90 million tons of oil and gas condensate, out of which it exported . .
70.5 million tons. Up to 80 percent (more than 56.5 million tons) of Kazakh export-oriented oil is Ifrl
transported through the CPC. For more information see: “How Much Oil Did Kazakhstan Export

in 2023?”, January 13, 2024, available at: https://petrocouncil kz. n



https://commons.wikimedia.org/
https://www.bp.com/en_az/azerbaijan/home/who-we-are/operationsprojects/terminals/ceyhan_terminal.html
https://www.kmg.kz/en/press-center/press-releases/kmg-i-socar/
https://petrocouncil.kz/en/how-much-oil-did-kazakhstan-export-in-2023/
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Map 3. Caspian Pipeline Consortium (CPC)
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Source: © Guido Grassow/Wikimedia Commons, https://commons.wikimedia.org.

Furthermore, Kazakhstan and Azerbaijan are reportedly in talks about
further enhancing the flow of Kazakh-extracted oil beyond the BTC
pipeline, with the Baku-Supsa pipeline (with a reported operational
capacity of up to 5 million tons of oil) (Cf. Map 4) being considered as an
additional transportation route.2

Map 4. Baku-Supsa pipeline
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Source: © Labrang/Wikimedia Commons, https://commons.wikimedia.org.

12. “Supsa Terminal and Pipeline, Georgia”, available at: www.hydrocarbons-technology.com. n



https://commons.wikimedia.org/wiki/File:Caspian-BlackSea-Tengiz-Nov.gif
https://commons.wikimedia.org/wiki/File:Baku-Supsa_Pipeline.svg
https://www.hydrocarbons-technology.com/projects/supsa/
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If agreed is reached, Kazakhstan will drastically increase flow of its oil
to Europe, avoiding Russia, while Azerbaijan will solidify its position as a
key transit hub for Europe-bound Caspian oil resources.s

From its side, Azerbaijan — supported by foreign partners and
investors — has also expressed its interest in and commitment to increase
its share in Europe’s energy mix. For instance, BP has announced the
launch of production from the new $6 billion BP-operated Azeri Central
East (ACE) platform from the Azeri-Chirag-Gunashli (ACG) field in the
Caspian Sea,”+ which can reportedly boost the field’s oil output by
25 percent or 100,000 barrels a day.'s

Despite endowment with natural resources and a clear interest on the
part of both the Kazakh and Azeri ruling elites to capitalize on the renewed
strategic interest of the EU in drastically reducing dependence on Russian
oil, there are several structural issues that hinder those plans.

Post-2022 trends and developments
in the natural gas sector

After Moscow cut off natural gas supplies to the EU — and demanded that
the EU open accounts at Gazprombank and pay in rubles (instead of euros
or dollars), thus violating previously signed contracts —the Europeans
turned to (mainly American) liquified natural gas (LNG) as a substitute to
Russia’s pipeline natural gas. This decision, however, may not be a long-
term sustainable solution for the EU for a variety of reasons, including the
economic sustainability of the initiative and the risk of becoming overly
dependent on a single supplier. Furthermore, reliance on alternative (to the
United States) suppliers of LNG, such as Qatar, also poses numerous risks
and uncertainties.

In the meantime, the EU needs access to inexpensive and abundant
natural gas resources now. It will likely use natural gas for at least two more
decades!® for some of its industries to remain competitive and to avoid
massive deindustrialization and the demise of some of its key industries
and economic sectors.'”

13. V. Abbasova, “Oil Flow from Kazakhstan, Turkmenistan via Azerbaijan Rises”, Caspian News,

February 22, 2024, available at: https://caspiannews.com.

14. P. Szymczak, “BP Reports First Oil from ACE Platform Offshore Azerbaijan”, JPT, April 18, 2024,

available at: https://jpt.spe.org.

15. D. O’Byrne, “Azerbaijan: BP Launches New Oil Production Facility, Buying Baku Budgetary

Breathing Room”, EurasiaNet, May 6, 2024, available at: https://eurasianet.org.

16. B. Moll, M. Schularick, and G.Zachmann, “The Power of Substitution: The Great German Gas . .
Debate in Retrospect”, Brookings Institution, Fall 2023, available at: www.brookings.edu. I fr I
17. R. Freiberg, “BASF Closes Ammonia Production Plant in Germany”, March 2, 2023, available at:

www.agriland.ie. n


https://caspiannews.com/news-detail/oil-flow-from-kazakhstan-turkmenistan-via-azerbaijan-rises-2024-2-21-56/
https://jpt.spe.org/bp-reports-first-oil-from-ace-platform-offshore-azerbaijan
https://eurasianet.org/azerbaijan-bp-launches-new-oil-production-facility-buying-baku-budgetary-breathing-room
https://www.brookings.edu/articles/the-power-of-substitution-the-great-german-gas-debate-in-retrospect/
https://www.agriland.ie/farming-news/basf-closes-ammonia-production-plant-in-germany/
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This challenging, post-February 2022 reality greatly contributed to the
revival of the idea of the Trans-Caspian pipeline (Cf. Map 5) — a proposed
subsea pipeline between Tiirkmenbasy (Turkmenistan) and Baku
(Azerbaijan) — capable of carrying inexpensive and abundant natural gas
from Turkmenistan and Azerbaijan to European end-users.

Map 5. Trans-Caspian pipeline project
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Source: © Wikimedia Commons, https://en.wikipedia.org.

The first concrete step in this direction was a Memorandum of
Understanding on a Strategic Partnership in the Field of Energy
(July 18, 2022) signed by President of the Republic of Azerbaijan ITham
Aliyev and President of the European Commission Ursula von der Leyen,'8
according to which Azerbaijan committed to double annual natural gas
exports to the EUY by 20 billion cubic meters (bcm) annually by 2027.2°
In 2023, Turkmenistan, another major producer of natural gas, concluded
its first-ever deal to supply natural gas to the EU via Hungary, Turkish and
Azeri infrastructure.2 In the same year, Hungary signed another deal with
Azerbaijan (SOCAR) envisaging the supply of 100 million cubic meters
(mcm) of natural gas, which could result in the country receiving up to
2becm of natural gas from Azerbaijan annually.22 Despite the lack of
specificities and Russia’s continued rhetoric about the “economic

18. “Azerbaijan, European Union signed MoU on Strategic Partnership in Field of Energy”,
July 18, 2022, available at: https://president.az.

19. In 2022, the 27 countries of the EU consumed over 350 bem of natural gas.

20. “Four Countries Offer Help to Boost Azeri Gas Supply to Europe”, Reuters, September 30, 2022,
available at: www.reuters.com.

21. D. O’Byrne, “Interest Surges in Turkmen Gas”, EurasiaNet, September 18, 2023, available at:
https://eurasianet.org.

22, “Hungary Buys 100 Million Cubic Meters of Gas from Azerbaijan—Foreign Minister”, Reuters,
June 2, 2023, available at: www.reuters.com. 12

I—-
—


https://en.wikipedia.org/
https://president.az/en/articles/view/56689
https://www.reuters.com/business/energy/four-countries-offer-help-boost-azeri-gas-supply-europe-2022-09-30/
https://eurasianet.org/interest-surges-in-turkmen-gas
https://www.reuters.com/article/hungary-gas/hungary-buys-100-million-cubic-metres-of-gas-from-azerbaijan-foreign-minister-idINS8N35N0EY/
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unsustainability” of the above-mentioned initiatives, the Russian side (pro-
Kremlin energy experts) is clearly concerned with the fact that “the Caspian
Sea region [has already become] one of the most important sources of
natural gas for Europe” and there is the potential to transport LNG from
Turkmenistan to Azerbaijan and further delivery to Europe.23 Russia’s
concerns are intensified by the emerging interest of other foreign (non-EU)
countries in developing the energy potential of the Caspian Sea region. For
instance, the United Arab Emirates’ Abu Dhabi (AD) Ports Group signed, in
January 2023, a strategic partnership agreement with KazMunayGas to
develop Kazakhstan’s Caspian fleet and coastal infrastructure for its energy
exports.2¢ The company is also interested in expanding cooperation ties
with Azerbaijan in terms of both technological and know-how transfer2s and
the acquisition of stakes in Azerbaijan’s natural resources sector (for
instance, the Absheron gas field).2¢ The involvement of foreign (especially
non-Western) energy companies and their interest in developing the
Caspian Sea region’s energy potential opens up two positive prospects. On
the one hand, Caspian Sea countries could gain access to know-how and
critical technologies, thus reducing their dependence on Russia. On the
other hand, the advent of foreign (non-Western) companies could make it
more challenging for Russia to intimidate and pressure Caspian Sea actors.
For the EU, however, this may raise the prospect of having to deal through
middlemen, such as Turkey and Georgia, when it comes to energy
transactions with the Caspian Sea players.

Development of green energy potential

The post-2022 interim has been marked by EU interest in the Caspian Sea’s
green energy potential, especially green hydrogen, solar and wind power.
At this juncture, the following big trends and developments should be
mentioned.

First, in terms of production of green hydrogen, Kazakhstan is
attracting most of the external attention, from both private and public
(EU structures) sectors. For the former, of note is an investment
agreement?’ signed between Svevind Energy Group’s (Dresden, Germany)
CEO Wolfgang Kropp and Kazakhstan’s First Deputy Prime Minister
Roman Sklyar that envisages the construction of a green hydrogen

23. “Kaspijskij region prevraSaetsa v novyj energeticeskij hab” [The Caspian region is turning into a new

energy hub], Sputnik, June 11, 2024, available at: https://az.sputniknews.ru.

24. “AD Ports Group Signs Strategic Agreements with KazMunayGas and Kazakhstan’s Ministry of

Industry & Infrastructural Development”, January 18, 2023, available at: www.adportsgroup.com.

25. Q. Ashirov, “Azerbaijan & UAE’s AD Ports Group Discuss Prospects for Coop”, AzerNews,

April 12, 2023, available at: www.azernews.az.

26. M. El Dahan, R. Bousso, and A. Hernandez, “Abu Dhabi’s ADNOC to Acquire 30% Stake in Absheron . .
Gas Field”, Reuters, August 4, 2023, available at: www.reuters.com. I fr I
27. J.Lillis, “Kazakhstan: Oil-rich West to Become Green Hydrogen Hub”, EurasiaNet,

October 28, 2022, available at: https://eurasianet.org. n



https://az.sputniknews.ru/20240611/kaspiyskiy-region-prevraschaetsya-v-novyy-energeticheskiy-khab-465315006.html
https://www.adportsgroup.com/en/news-and-media/2023/01/18/ad-ports-group_kazakhstan_agreements
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production and distribution hub in the Mangystau region, which is to
benefit both sides in various ways.28 For the latter, of note is a meeting
(in Astana) between European Council President Charles Michel, who
visited Astana and discussed the hub construction project, and President
Tokayev on October 27, 2022, that highlighted, among other matters,
strengthening ties between the EU and Kazakhstan in relation to
sustainable raw materials, batteries and renewable hydrogen value chains.29
The success of this kind of partnership will depend on -effective
transportation along the Trans-Caspian International Transport Route
(Cf. Map 6), which, among other things, would mean not having to pass
through Russia, thus avoiding the associated risks.

Despite challenges and limitations (to be discussed later), the
Kazakhstani expert and business community working in the domain of
hydrogen is positive about the country’s ability to become an important
exporter of green hydrogen. According to Ainur Tumysheva, director of
investments at Hyrasia Energy, Kazakhstan could start “large production of
[green] hydrogen in 2030”7, with the Caspian Sea-adjacent Mangystau
region taking the lead.3°

Map 6. Trans-Caspian International Transport Route
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Charles Michel”, The Astana Times, October 27, 2022, available at: https://astanatimes.com. I fr I
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Second, in terms of generation of solar and wind energy, two countries
in the Caspian Sea region (Kazakhstan and Azerbaijan) and
one geographically proximate and economically and culturally proximate
country (Uzbekistan) have explicitly declared their ambitions to become key
suppliers of the EU. According to Kazakhstan Minister of Energy
Almasadam Sitqaliev, the three countries have already discussed and formed
the concept of a joint project concerned with exports of green energy to the
EU.3t The three countries had also reached a preliminary agreement with EU
countries interested in importing green energy from Kazakhstan, Azerbaijan
and Uzbekistan, he said, and were reportedly ready to become financially
committed to the initiative.32 Uzbekistan has declared that it plans to
generate an additional 20 gigawatts (GW) of energy via renewable sources
(primarily solar and wind power) by 2030. A number of contracts accounting
for the production of 12 GW have already been signed.3s Additionally, during
the Tashkent International Investment Forum in May, agreements worth a
cumulative $26.6 billion were signed and the Uzbekistan government
concluded a special agreement with Saudi investors for the development of
more wind-generated power.34 Kazakhstan, which currently generates
2.9 GW of power via renewable sources, aims to add an additional 5 GW
by 2030.35 From its side, Azerbaijan has set a target of generating 5 GW of
solar and wind power by 2030.3¢

The green energy export potential of the Caspian Sea region could be
additionally boosted by the inclusion of Turkmenistan. Up to recently, its
political leadership showed no interest in developing green energy
capabilities, but, in 2021, the President of Turkmenistan adopted the Law of
Turkmenistan “On Renewable Energy Sources”,3” followed by a series of
concrete proposals, projects and deadlines38 that could signify a major

31. “Proekt prokladki energokabeld po dnu Kaspid: Glavy Minénergo Kazahstana, Azerbajdzana i

Uzbekistana podpisali memorandum” [The project of laying an energy cable along the bottom of the

Caspian Sea: The heads of the Ministries of Energy of Kazakhstan, Azerbaijan and Uzbekistan signed a

memorandum], May 1, 2024, available at: www.gov.kz.

32. “Astana, Baku i Taskent pristupili k razrabotke TEO proekta po integracii énergosistem” [Astana,

Baku and Tashkent have started the development of a feasibility study for the integration of energy

systems], TASS, May 10, 2024, available at: https://tass.ru.

33. “Uzbekistan podpisal kontrakty na stroitel’stvo solnecnyh i vetrovyh elektrostancij na 12 GVt”

[Uzbekistan signed contracts for the construction of solar and wind power plants for 12 GW],

April 24, 2024, available at: https://neftegaz.ru.

34. “Agreements Worth $26.6 Billion Signed at Tashkent Investment Forum”, Gazeta, May 6, 2024,

available at: www.gazeta.uz.

35. It should be noted, however, that much of that capacity may be needed at home, as Kazakhstan

grapples with a power deficit that saw the country become a net importer of electricity in 2023. For

more information see: “Pat’ krupnyh proektov VIE zapustit v Kazahstane do 2030 goda” [Five major

renewable energy projects to be launched in Kazakhstan by 2030], Kapital, February 23, 2024, available

at: https://kapital.kz.
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37. “Future of Green Energy”, April 14, 2024, available at: https://turkmenistan.gov.tm.

38. “A Unique ‘Green’ Energy Project”, January 24, 2022, available at: https://turkmenistan.gov.tm. n
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change in the political leadership’s stance on green energy production.
Experts note that, while there is potential for Turkmenistan to “join
Azerbaijan, Georgia, Romania, and Hungary in the project aimed at
supplying green energy to Europe”, the feasibility of such a scenario “would
depend on various factors, including political will, economic feasibility,
infrastructure requirements, and the willingness of all parties to collaborate
effectively”. Additionally, “there may be geopolitical considerations and
logistical challenges that need to be addressed”.39

Critical metals

While not directly pertaining to the region’s transformation into an energy
hub, stockpiles of critical metals, specifically uranium, could play a very
important role in the EU’s strategic course on developing its green energy
potential and further reducing overarching dependency on imported
hydrocarbons. This was clearly articulated by European Commission
President Ursula von der Leyen in late 2022, when she said: “A secure and
sustainable supply of raw materials, refined materials and renewable
hydrogen is a key layer to help build a new, cleaner foundation for our
economies, especially as we move away from our dependency on fossil
fuels.”# Among EU members it is France, as a chief promoter of nuclear
energy, that could benefit the most from Kazakhstan’s4' and Uzbekistan’s#2
vast stockpiles of uranium. France — whose primary supplier of enriched
uranium is Russia43 while Niger (17,615tonnes) and Namibia
(12,303 tonnes) are key suppliers of unprocessed uranium — cannot afford
to remain overarchingly dependent on Russia and African countries in
terms of supplies of uranium due to multiple risks. This warrants further
diversification of suppliers. On November 1-2, French President Macron
paid a visit (the first since 1994, when Central Asia was visited by
Francois Mitterrand) to Kazakhstan and Uzbekistan, which was followed by
the establishment of a joint venture between Orano Mining and
Kazatomprom that is to initiate mining at the South Tortkuduk site.44

39. “Caspian Green Energy Potential and Its Impact for Europe: An Interview with Umud Shokri”,
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November 8, 2022, available at: www.mining.com.

41. With its 815,200 million tons of uranium deposits (13 percent of world uranium resources)

Kazakhstan is ranked second in the world in terms of total reserves of this critical metal. For more

information, see: M. Pistilli, “Uranium Reserves: Top 5 Countries”, Investing News, November 21, 2023,
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42. In 2022, Uzbekistan was ranked third among France’s suppliers of unprocessed uranium. For more

information, see: A.Maad, “How Dependent Is France on Niger’s Uranium?”, Le Monde,

August 4, 2023, available at: www.lemonde.fr.

43. P.Messad, “France Is EU’s First Importer of ‘Russian Nuclear Products Study”, Euractiv, . .
September 18, 2023. Available at: www.euractiv.com. I fr I
44. S. Sakenova, “Kazakh-French Joint Venture to Commence Uranium Mining at South Tortkuduk at

Year-End”, The Astana Times, November 15, 2023, available at: https://astanatimes.com. n
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In addition to France (which is primarily interested in Kazakhstan’s
uranium deposits), Germany appears to be also fully onboard with
capitalizing on Kazakhstan’s vast lithium deposits; in 2023, Germany’s
HMS Bergbau AG announced plans to invest $200 million in exploration
and an additional $500 million in mining and building a lithium processing
plant in Kazakhstan. This critical metal is essential for production of
electric vehicles (EVs), which is to become one of the main pillars in the
EU’s pursuit of its net zero emissions target.45

Crucially, Kazakhstan’s political leaders have showcased its strategic
commitment to greatly increase foreign direct investment (FDI) in its rare-
earth elements (REEs) and rare metals (RMs) — the “new oil”, according to
President Tokayev.4¢ This was explicitly articulated after the country
decided to declassify data on the deposits of indium, scandium, vanadium,
thallium, gallium, graphite, platinum, palladium, lithium, niobium,
tantalum and other types of rare-earth elements (REEs) and rare metals
(RMs).47 Regional experts have argued that provided that the country
manages to attract FDI, technologies and know-how, the United States, the
European Union and the United Kingdom will be able to both maximize the
potential of Kazakhstan’s REE and RM industry4® and diversify their
supplies of the critical metals that are set to play a key role in transitioning
toward the green economy.

45. Z. Zhazetova, “Krupnye nemeckie kompanii budut dobyvat’ litij v Kazahstane” [Large German companies

to mine lithium in Kazakhstan], Kursiv, February 16, 2024, available at: https: Kkursiv.media.

46. “Tokaev porudil razvivat' sferu dobyéi redkozemelnyh metallov: Eto novaid neft” [Tokayev

instructed to develop the sphere of extraction of rare earth metals: This is new oil], KazTag,

September 1, 2023, available at: https://kaztag.kz.
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metallov” [Kazakhstan will open access to deposits of rare and rare earth metals classified under the . .
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Eurasia Daily Monitor, Vol. 21, No. 99, July 1, 2024, available at: https://jamestown.org.
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Constraints and limitations

In speaking about the post-2022 interim, one should emphasize at least
three broad issues that could put a strain on the prospect of transforming
the Caspian Sea region (without Russia’s participation) into a viable factor
in the EU’s energy security.

Logistics and capacity

In terms of logistics and infrastructure, such a project could warrant a
considerable period and large investments, which would still not fully
eliminate geopolitical risks. Specifically, owing to its history (and
geography), Kazakhstan is compelled to transport large quantities of its oil
(about 80 percent) through southern Russia.4#9 While certain steps in
balancing this reality (overtly negative for both Kazakhstan and the EU)
have been made since 2022, leveling down this obstacle would likely
require more time and investments. In 2024, Russia warned Kazakhstan
that its oil transit to Germany could be stopped (on the pretext of payment
issues), which once again explicitly demonstrated how Russia-dependent
Kazakhstan is in terms of its oil exports.5° Clearly, Russia will continue
pressuring Kazakhstan with all means available to Moscow. A somewhat
similar issue is faced by Azerbaijan in the realm of natural-gas exports. It
has been argued that the already discussed EU-Azerbaijan MoU
(July 2022), which envisages the growth of exports from 12 bem to 20 bem,
will require large additional investment. While the costs remain unknown,5
they “can be reckoned in billions of dollars or euros”.52 Similar to oil and
natural gas, the delivery of critical minerals (uranium) from Kazakhstan
(and Uzbekistan) to the EU could be hindered by logistics-related
shortcomings. In fact, when referring to the France — Central Asia
connection, it is worth mentioning that the key transportation route for
unprocessed uranium (from Kazakhstan) goes through Russia, where the
commodity is further refined and enriched and sent on to the EU via

49. S. Nina Burna-Asefi, “The Russia-Ukraine Conflict: Implications for Kazakhstan’s Energy Sector”,
The Diplomat, May 27, 2022, available at: https://thediplomat.com.

50. “Russia Warns Kazakhstan Oil Transit to Germany at Risk Over Service Payments”, Energy World,
April 26, 2024, available at: https://energy.economictimes.indiatimes.com.

51. Some experts have doubted if the EU would be willing to provide the necessary funding if start-up
and operational fixed costs remain excessively high. For more information, see: A. Bayramov, “The
Green Energy Corridor between the EU and the Caspian Sea: Potential and Challenges”, Vol. 5, No. 1,
Summer 2024, available at: https://cspjournal.az.

52. J. Roberts and J. Bowden, “Europe and the Caspian: The Gas Supply Conundrum”, Atlantic Council,
December 12, 2022, available at: www.atlanticcouncil.org.
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St Petersburg.53 In effect, the only viable route for Central Asian uranium to
be transported to the EU is the Middle Corridor, which is to connect the
Black Sea with the Caspian Sea and transport goods to the EU.54 Yet, due to
a combination of ecological and geopolitical factors — such as France’s
posture on the Azerbaijan-Armenia confrontation — certain problems could
arise.5s Furthermore, Kazakhstan’s ability to divert additional volumes of oil
to the EU, which would entail major expenditures, would be contingent on
the price of oil which, in the case of lower cost, would render major
infrastructural  investment economically unsustainable. Instead,
Kazakhstan might opt to concentrate its attention on oil exports to China
and its geographic neighbors in Central Asia.5

In terms of capacity and the feasibility of deliveries, some expertss”
have doubts whether, despite Azerbaijan’s commitment to drastically
increase gas sales to the EU until 2027 and Turkmenistan’s statement about
additional westward-bound energy capacity, these countries would be
capable of substantially increasing the delivery of natural gas in the desired
quantities and over a reasonable period. In the case of Azerbaijan, it has
been argued that, without relying on Russia or Turkmenistan (whose
participation is not guaranteed), it could be problematic for the country to
reach the target goal.58 In turn, in the case of Turkmenistan — the world’s
fourth largest holder of proven natural gas deposits, with more than enough
capacity to hugely increase sales of natural gas to the EU — the situation is
also somewhat complex. Specifically, Ashgabat seems to be primarily
determined to increase sales of natural gas to its neighbors in the Central
Asia region (among others, a special place is allocated to Uzbekistan, where
domestic consumption has increased markedly) and China.59 Experts have
claimed that “the journey toward exporting Turkmen gas to Europe remains
fraught with complexities and uncertainties (...) Alternative routes through
Iran, Azerbaijan, and Georgia present potential but remain fraught with
practical and financial obstacles”.? On top of everything else, the possibility

53. P.Mouterde and M. Cessac, “French Nuclear Industry Maintains Links with Russian Giant

Rosatom”, Le Monde, March 12, 2023, available at: www.lemonde.fr.
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v Maryjskom velaite” [Turkmenistan intends to increase gas exports to the east with the commissioning

of a gas treatment plant in Mary Velayat], News Central Asia, April 23,2024, available at: . .
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of delivering Turkmen gas to the EU faces the “Turkish factor” and the
(rather erratic) position of Ankara,®* which could become a major obstacle
to the fulfillment of this plan.

Ecological constraints

Effective use of the Caspian Sea energy potential may be hindered by
dramatic changes in the Caspian Sea, which may be in danger of drying up
(Cf. Map 1), thus repeating the dire fate of the Aral Sea.

The crisis with the shallowing of the Caspian Sea® has become so dire
that, on June7y, government officials in the coastal city of Aktau
(Kazakhstan) released a statement declaring a state of emergency for the
maritime industry due to the sea’s low water levels. The situation is rapidly
worsening on the Turkmen side of the Sea as well.%3 Iran and Azerbaijan
have also expressed serious concern about the dramatic decrease in the sea
level, which fell by 114 centimeters over the past decade.®4 According to
various studies, a drying-up of the Caspian Sea may result in a variety of
regional problems, ranging from harm to biodiversity to transportation and
geopolitical tensions. Environmental and ecology-related
processes — aggravated by Russia’s use of the Volga River for
hydroelectricity®s — and trends in the basin of the Caspian Sea could pose a
serious hindrance to the production of green hydrogen, which is an
extremely water-demanding process and could further degrade the state of
the sea. Furthermore, the shrinking of the sea presents a major challenge to
transportation (both in terms of navigation and the type of vessels that
could traverse the waters), thus putting another strain on commercial use of
the water body.% Another serious challenge associated with the shallowing
of the sea is directly related to the issue of transportation of hydrocarbons
(primarily oil). Specifically, since transportation of large quantities of oil
across the Caspian Sea is only possible with tankers and given the recent
changes in the sea level, acquiring large tankers makes no sense since it
would be hard (if possible, at all) for them to navigate through the sea. It is
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estimated that using alternative solutions would enable Kazakhstan to ship
around 800,000 tons of oil per year,°” but this might not suffice to cover all
the start-up and operational expenses associated with the initiation of
transportation.

Geopolitics and security concerns

Clearly, geopolitical factors will present the most daunting challenge to the
Caspian Sea actors’ ability to becoming an energy hub serving the EU’s
energy needs. The root cause of the issue lies in the fact that the Caspian
Sea actors hold diametrically opposite views on how (if at all) to monetize
the huge economic potential of the region. The first group of actors (Russia
and Iran) has traditionally held to “local affairs-local solutions”, opposing
the idea — particularly in the case of Russia®® — of admitting external actors
(states or transnational corporations) into the region. Another group
(Azerbaijan, Kazakhstan, and to a lesser extent Turkmenistan) has been
much more proactive in terms of attracting foreign financial capital into the
region.%9

While Iran’s position is very important, it is undoubtedly the “Russia
factor” that would play the most prominent — and destructive — role in the
Caspian region’s transition to becoming an EU-oriented energy hub. Since
the late 1990s/early 2000s Russia has continuously opposed the idea of
admitting foreign actors (including transnational energy corporations) into
regional energy affairs, viewing those as “agents of US influence” and forces
aiming to diminish Russian influence.7e This destructive approach caused
serious frictions between Russia and Kazakhstan; both then Deputy Foreign
Minister of Kazakhstan Kassym-Jomart Tokayev and President Nursultan
Nazarbayev expressed their displeasure over Russia’s unwillingness to
proceed with demilitarizing its portion of the Caspian Sea, which was
clearly related to Russia’s determination to ward off foreign companies
eager to engage in oil operations.” Russia also took an extremely negative
stance on the Nabucco project (Cf. Map 7), which was meant to decrease the
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EU’s dependency on Russia’s natural gas by bringing Caspian energy
resources to European end-users.

Map 7. Nabucco project
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Between then and the post-2014 interim, Russia’s behavior changed
markedly from persuasion?s to the language of ultimatums, with Russia’s
officials openly denying other Caspian Sea actors the right to make
unilateral steps without reaching “consensus with all Caspian Sea
players”.74 Russia’s stance hardened further after 2022. Aside from the
economic sanctions, the Russian side was alerted by the EU and the US
renewing their interest?s in transforming the Caspian Sea into an alternative
to the Russian energy hub, which would be capable of solving (at least in
part) the EU’s energy dilemmas. This approach was normatively stated in
Russia’s Foreign Policy Concept (March 2023),7° where Moscow explicitly
stated its determination to “strengthen cooperation in the Caspian Sea
based solely and exclusively on the competences of five Caspian nations
that are to deal with the issues pertaining to this region”. In this regard,
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Russia’s position toward the Caspian Sea region started resembling its
“Arctic exceptionalist” posture,”” albeit (arguably) to a much greater extent.

An article’® recently published by the Russian International Affairs
Council (RIAC), Russia’s leading foreign policy think tank, clearly
articulated the most concerning post-2022 developments in the Caspian
Sea region and also provided a rather grim forecast on how the situation
might evolve should Russia’s interests be ignored. The paper argues:
“Russia is facing new challenges related to the need to protect its own
interests and minimization of the negative impact of Western sanctions.”
This statement may be construed in different ways, however; given the local
security environment — the military weakness of the Caspian Sea actors
and their non-participation in any international military alliances akin to
NATO — and Russia’s track record of regional escalations,” a scenario of
(para)military confrontation in the region should not be excluded.

Another rogue actor that might try to resort to force as a means of
resolving regional disagreements is the Islamic Republic of Iran. Since the
collapse of the USSR, political relations between Baku and Teheran have
remained uneasy. One of the main concerns of Iran is the possibility of
separatism on the part of the large Azeri minority in the country, which
makes up around 16 percent of Iran’s total population.8c The Iranian
authorities have conducted several anti-Kurdish and anti-Azeri
campaigns, which caused anger in Baku.8! Oneof the most recent
episodes, which demonstrated the tense nature of the bilateral relations,
was the Second Karabakh War (September 2020), when Azerbaijan
(openly supported by Turkey) accused Iran of “rendering tacit support” to
Armenia.82 Later, the bilateral ties seemingly improved, yet regional
experts warned against excessive optimism about this “reconciliation”.83 It
should be remembered that Iran’s grievances with Azerbaijan (and its
independence from the Persian Empire) are deeply rooted in history and
thus could not be easily extinguished. Down the road, conflict between the
two actors could flare up again.
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Aside from country-specific concerns, there are security-related
challenges. One of the risks is the worsening security landscape in the Black
Sea, primarily due to the Russian war in Ukraine, and saturation of the sea
with drifting naval mines that could cause various types of damage. For
instance, at the end of 2023, a civilian cargo ship struck a Russian mine in
the Black Sea (about 130 km southwest of Chornomorsk, near Odesa),
injuring two sailors.84 Despite international efforts to deal with this issue,?5
the growing militarization of the Black Sea and Russia’s continued
aggression against Ukraine is likely to result in a worsening security
environment in the region.

In the final analysis, another issue that could hinder the prospect of
transportation of oil and natural gas (or LNG) through the Caspian Sea is its
legal status. Indeed, in 2018 (on August 12) the presidents of Russia,
Kazakhstan, Azerbaijan, Iran and Turkmenistan signed The Convention on
the Legal Status of the Caspian Sea. Yet the document does not effectively
resolve long-standing disputes in the south of the Caspian Sea.
One example is the Iranian-Azeri disagreement on the ownership of the
Araz-Alov-Sharg exploration block.8¢ Other experts point to the fact that the
agreement does not fully eliminate the “Trans-Caspian Pipeline Hurdle”.87
With both Russia and Iran opposing the idea of such a pipeline, practical
implementation of the project might be stalled further despite de jure
consensus being reached.

The values-related trap

It is clear that the EU’s Russia-pivoted strategy — the best demonstration of
this approach was, perhaps, Germany’s “Wandel durch Anndherung”
(Change through trade)®® — failed. But the fundamental question is what
lessons should be learned to avoid mistakes when pushing forward with
strengthening partnerships with energy-rich countries of the Caspian Sea
region and committing large funds. The value-based gap between these
countries and the EU is overwhelming; it is also profoundly complicated by
the role played by non-Caspian actors whose participation in and support
for EU-promoted energy initiatives in the Caspian Sea area is crucial. This
being said, two critical aspects should be mentioned.
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First, Azerbaijan, Kazakhstan and Turkmenistan are, to varying extents
and despite limited democratic measures in Kazakhstan since 2022, known
for high levels of corruption and nepotism8 as well as undemocratic
practices?° that set them apart from the EU. On top of that, the high level of
personification of power and clan-style governance further the value-based
differences between these countries and their European counterparts,
despite Kazakhstan’s many attempts over the past thirty years to sell its
democratic facade to the West.9* Objectively speaking, there is no visible
prospect of any of these countries pursuing a different, more EU-acceptable
style of governance in the foreseeable future. At the same time, if the EU
started pressuring the respective political regimes, this would have a
negative effect and likely result in the Caspian Sea actors becoming more
prone to strengthening ties with other actors (such as China or Turkey) that
do not share the EU’s scruples. In effect, as was noted earlier in the paper,
Turkmenistan has been traditionally prioritizing energy ties with China and
regional actors that are much more proximate to Ashgabat in terms of
religion and political culture. If the value-based aspect is ignored or
underrated, the EU will risk committing a mistake somewhat similar to its
mistake vis-a-vis Russia in the early 1990s.

Second, the overarching role of non-regional players must be
mentioned. One of those is China, whose major geo-economic/political
ambitions and prominent role in Central Asia and the Caucasus is now
entering a phase of worsening political ties with the EU’s largest economies.
The risk of trade conflicts between China and the EU could — given the
level of indebtedness of Central Asian countries and their strategic reliance
on Beijing in many issues — damage their ties with the EU. Another
actor — whose relations with the EU in general and individual member
states have deteriorated markedly — that has exponentially increased its
influence in the region is Turkey. Ankara (and its strategic regional ally
Azerbaijan) is projecting its power through soft power — religion and
identity92 — and growing military power. Since the outbreak of the
European migrant crisis (2015) and the inter-ethnic issues that ensued in
the EU, Turkey and its political leadership have gradually aspired to assume
the role of the leading force in the Muslim world, translated into a
confrontation between Turkey and its European counterparts.s
Undoubtedly, exploitation of the Caspian Sea energy potential would make
the EU strategically dependent on Turkey. This would drastically ramp up
its diplomatic power and ability to influence the transportation of energy to

89. According to the Corruption Perception Index (CPI) in 2023, these countries were ranked as follows:

Kazakhstan (93), Azerbaijan (154), Turkmenistan (170). For more information, see: www.transparency.org.

90. “Democracy Index, 2023”, available at: https://ourworldindata.org.

91. See: https://origins.osu.edu. . .
ifri

92. “TIlham Aliyev: ‘Our family Is the Turkic World™, February 15, 2024, available at: www.youtube.com.
93. C. Gijs, “Erdogan Threatens to ‘Part Ways’ from EU after Critical European Parliament Report”,

Politico, September 16, 2023, available at: www.politico.eu. m


https://www.transparency.org/en/cpi/2023
https://ourworldindata.org/grapher/democracy-index-eiu?time=latest
https://origins.osu.edu/read/kazakhstan-uzbekistan-and-democratization-shell-game
https://www.youtube.com/watch?v=N5ODOmRu5Yo
https://www.politico.eu/article/turkey-recep-tayyip-erdogan-threatens-to-part-ways-from-eu-after-critical-european-parliaments-report/#:~:text=Tukrey%2DEU%20ties%20have%20deteriorated,to%20move%20forward%20with%20relations

The Caspian Sea as an Emerging Energy Hub: Potentials and Limitations RRLESISLKEIANKIN _

European end users. Given Turkey’s challenging relationships with the
EU — including its threats to use illegal migrants as a tool of pressure,9 and
conflicts with Greece, France and the EU authorities — and its controversial
stance on NATO-Russia relations,% empowering Ankara in this way might
have profoundly negative consequences for the EU’s energy security.
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Conclusion

Overall, it should be positively stated that, based on its sheer capabilities,
the Caspian Sea region could become an EU-oriented powerhouse in terms
of both non-renewable and green energy. The main uncertainty, however,
lies in the question whether the EU should pursue this outcome and commit
to large and, due to various reasons, rather risky financial investments. To
address this question, three summarizing aspects should be highlighted.

First, European policymakers should take into account the pronounced
value-based gap between the EU and the Black/Caspian Sea partners and
stakeholders that would be involved in developing such projects. Given the
cultural, religious, economic and political proximity of Turkey to the above-
mentioned players as well as its increasingly uneasy relations with the EU
(in general and with individual states), Ankara could exploit its power and
its position as a transit state to exert pressure on the EU to achieve desired
outcomes. Under certain circumstances, the EU could be confronted with a
scenario similar to that it had to face with Russia.

Second, there is the question of economic sustainability. Redirecting
hydrocarbon supplies from the Caspian Sea region would require
refurbishing existing and constructing new infrastructure as well as
ecological challenges that might become an obstacle to the production of
certain types of renewable energy (such as green hydrogen). Studies
confirm that natural-gas use in the EU has been on the decline since 2022,
whereas “[e]xisting US LNG infrastructure can adequately address
European energy security concerns [and] [a]ny increase in production
would exceed current and future demand, and engaging in new long-term
contracts carries considerable risks of oversupply”.?¢ This issue is also
complicated by the EU’s strategic decision of decarbonization, which raises
the issue of long-term demand uncertainty.9”

Third, Russia and Iran, which are now increasing cooperation in the
realm of energy,8 will likely oppose the idea of other Caspian Sea actors
increasing their role in the EU’s energy security. This drastically increases
the risk of provocations and damage to oil — and gas — related facilities. It
is worth remembering that, following the outbreak of a gas conflict between
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Turkmenistan and Russia in 2009, an “incident” occurred at a section of the
Central Asia—Center gas pipeline system, for which the Turkmen side
blamed Russia.?? A more recent incident (2022) at Kazakhstan’s largest
Tengiz oil field killed two workers. The blast occurred after a Russian court
ordered the Caspian Pipeline Consortium, which operates a key export
route for crude oil from Tengiz, to suspend activities for 30 days due to
environmental violations.>° In addition, the explosion happened after
Kazakh President Kassym-Jomart Tokayev spoke with European Council
President Charles Michel, expressing his “readiness to use [Kazakhstan’s]
hydrocarbon potential to stabilize the situation in the global and European
markets”.?ot It should also be noted that Russia may be prone to challenging
Turkmenistan in its determination to increase gas supplies to other Central
Asian states and China,’*2 which in turn could pose questions about
Turkmenistan’s ability to divert enough natural gas to European customers.

Given that going back to “business as usual” with Russia in terms of
energy partnership is not on the table (and unlikely to be back in the next
few years) and given the EU’s strategic course on avoiding signing long-
term energy deals (which is already causing discontent among the Capsian
Sea actors©3), the EU should pursue a hybrid approach.

This strategy would include:

¥ Continuing to rely on green/renewable energy produced in the EU and
candidate countries as well as Canada, which is on the path of
strengthening renewable-energy ties with the EU; 104

¥ Continuing to source non-renewable energy from a variety of sources,
including the Caspian Sea area — if local actors agree with terms and
conditions favorable to the EU — without committing to long-term,
costly and (geo)politically risky deals;

¥  Prioritizing short-to-mid-term LNG deals — given the variety of
contracts and multiplicity of sellers:°s — over pipeline gas, which creates
long-term commitments and poses various types of geopolitical risks;
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W Strengthening ties with resource-endowed and politically stable (and
trustworthy) countries, whereby Canada — given its endowment with
conventional energy (LNG and oil), green energy and critical
minerals — could become the EU’s prime partner.10¢

105. A. Losz, K. Chyong and I. Joseph, “Beyond Spot vs. Long Term: Europe’s LNG Contracting Options
for an Uncertain Future”, June 14, 2023, available at: www.energypolicy.columbia.edu; G. Collins and
S. R. Miles, “Why Is Europe Not Replacing Russian Pipeline Gas with Long-term LNG Contracts?”,
Baker Institute for Public Policy, September 13, 2023, available at: www.bakerinstitute.org.

106. S. Sukhankin, “Opportunity amid the Chaos”, MLI, March 22,2024, available at:

ifri
https://macdonaldlaurier.ca.



https://www.energypolicy.columbia.edu/publications/beyond-spot-vs-long-term-europes-lng-contracting-options-for-an-uncertain-future/
https://www.bakerinstitute.org/research/why-europe-not-replacing-russian-pipeline-gas-long-term-lng-contracts
https://macdonaldlaurier.ca/opportunity-amid-chaos-sergey-sukhankin/

The latest publications
of Russie.Eurasie.Visions

P P.Baev, “Commanders of Putin’s Long War: Purged, Reshuffled and
Disgruntled”, No. 137, December 2024.

P 1. Dezhina, “Russia and the New BRICS Countries: Potentials and

Limitations of Scientific and Technological Cooperation”, No. 136,
September 2024.

P F.Vidal, “Russia in the Arctic: The End of Illusions and the Emergence
of Strategic Realignments”, No. 135, August 2024.

P B.Lo, “Between Aspiration and Reality: Russia in the World
(Dis)order”, No. 134, June 2024.

¥ D. Minic, “La politique russe d’Emmanuel Macron : étapes et racines
d’'une nouvelle approche, 2017-2024”, No. 133, April 2024.

P V. Inozemtsev, “Central Asia: Making Use of a Historic Opportunity”,
No. 132, December 2023.

¥ R. Genté, “Georgia: Another Russian Front”, No. 131, December 2023.

P P.Baev, “Russia’s New Challenges in the Baltic/Northern European
Theater”, No. 130, November 2023.

P V. Inozemtsev, “The Exodus of the Century: A New Wave of Russian
Emigration”, No. 129, July 2023.

¥ F. Parmentier, “Moldova, a Political System Under Pressure: Between
European Aspirations and War in Ukraine”, No. 128, May 2023.

¥ M. Laruelle, “Russia at War and the Islamic World”, No. 127,
January 2023.

P D. Minic, “Russia’s Invasion of Ukraine: A Political-Strategic Break?”,
No. 126, March 2022.

P M. Laruelle, “Russia’s Islam: Balancing Securitization and Integration”,
No. 125, December 2021.

¥ S. Sukhankin, “Kaliningrad in the Post-Crimea Russia. A Bastion or a
Weak Link?”, No. 124, September 2021.

If you wish to be notified of upcoming publications (or receive additional
information), please e-mail: dechaptes@ifri.org.



https://www.ifri.org/en/papers/commanders-putins-long-war-purged-reshuffled-and-disgruntled
https://www.ifri.org/en/papers/commanders-putins-long-war-purged-reshuffled-and-disgruntled
https://www.ifri.org/en/papers/russia-and-new-brics-countries-potentials-and-limitations-scientific-and-technological
https://www.ifri.org/en/papers/russia-and-new-brics-countries-potentials-and-limitations-scientific-and-technological
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/russia-arctic-end-illusions-and-emergence-strategic
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/russia-arctic-end-illusions-and-emergence-strategic
https://www.ifri.org/fr/publications/notes-de-lifri/russieeurasievisions/between-aspiration-and-reality-russia-world
https://www.ifri.org/fr/publications/notes-de-lifri/russieeurasievisions/between-aspiration-and-reality-russia-world
https://www.ifri.org/fr/publications/notes-de-lifri/russieeurasievisions/politique-russe-demmanuel-macron-etapes-racines
https://www.ifri.org/fr/publications/notes-de-lifri/russieeurasievisions/politique-russe-demmanuel-macron-etapes-racines
https://www.ifri.org/fr/publications/notes-de-lifri/russieeurasievisions/asie-centrale-une-occasion-historique-saisir
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/georgia-another-russian-front
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/russias-new-challenges-balticnorthern-european
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/russias-new-challenges-balticnorthern-european
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/exodus-century-new-wave-russian-emigration
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/exodus-century-new-wave-russian-emigration
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/moldova-political-system-under-pressure-between
https://www.ifri.org/en/publications/notes-de-lifri/russieeurasievisions/moldova-political-system-under-pressure-between
https://www.ifri.org/en/publications/notes-de-lifri/russia-war-and-islamic-world
https://www.ifri.org/en/publications/notes-de-lifri/russieneivisions/russias-invasion-ukraine-political-strategic-break
https://www.ifri.org/en/publications/notes-de-lifri/russieneivisions/russias-islam-balancing-securitization-and-integration
https://www.ifri.org/en/publications/notes-de-lifri/russieneivisions/kaliningrad-post-crimea-russia-bastion-or-weak-link
https://www.ifri.org/en/publications/notes-de-lifri/russieneivisions/kaliningrad-post-crimea-russia-bastion-or-weak-link
mailto:dechaptes@ifri.org

I1fr]

french since

institute 1979
of international
relations

27 rue de la Procession 75740 Paris Cedex 15 — France

Ifri.org



