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Abstract

Global energy markets are facing an era of extensive change through a radical process of
transformation known as the “energy transition”, which ranges from the unprecedented growth of
renewables and the success of the Paris Agreement to the still unpredictable future of gas and oil
prices. Europe and Turkey are heavily influenced by these phenomena, and so are their relations. A
more climate-friendly position by Turkey would increase chances for cooperation with the EU - still the
de facto global climate leader. A greater role for gas would boost the EU and Turkey’s need for
diversification, and thus possibly for cooperation. Turkey’s significant focus on coal could, however,
move the country instead closer to the anti-climate stance opened up by President Donald Trump’s
exit from the Paris Agreement, thus leading to a conflict scenario with the EU. The energy transition
could provide a robust framework for the EU’s and Turkey’s future energy and climate relations, and
one that might possibly be open to a new role for platforms such as the G20. However, its final impact
will be a result of the evolution of its individual components, and the choices that the EU and Turkey
will make in regard to these.

Ozet

Kiiresel enerji piyasalari, yenilenebilir kaynaklarin yiikselisi ve Paris Anlasmasi’nin basarisindan, petrol
ve gaz fiyatlarinin tam olarak éngériilemeyen gelecegine kadar, ¢ok kapsamli degiskenler iceren bir
degisim siireci ve “enerji déniisiimi” olarak bilinen radikal bir gec¢is dénemi ile karsi karsiya
bulunmaktadir. Bu degisim, AB’yi, Tiirkiye’yi ve ikili iliskilerini olduk¢a etkilemektedir. Bu ¢ercevede,
Tiirkiye’nin daha iklim-dostu bir pozisyon almasi, iklim konusunda halen global bir lider olarak gériilen
AB ile isbirligi seceneklerini doguracaktir. Kiiresel enerji dengelerinde dogal gazin roliiniin artmasi, hem
AB’nin ve Tiirkiye’nin kaynak cesitlendirme ihtiyaclarini, hem de bu alanda yeni isbirlikleri ihtimallerini
arttiracaktir. Diger taraftan, Tiirkiye’nin kémiire odaklanan yaklasimi (ilkeyi, ézellikle Donald Trump’in
Paris Anlasmasi’ndan ¢ikmasi ile giindeme gelen iklim karsiti durusa yaklastirmakta, dolayisiyla da
AB’nin tutumu ile uyusmazlik yaratmaktadir. Enerji déniisiimii, AB ve Tiirkiye’nin gelecekteki enerji ve
iklim iliskileri igin gliclii bir cerceve olusturacadi gibi, G20 gibi platformlar igin de yeni roller olusturma
potansiyeli tasimaktadir. Yine de, bu déniisiimiin nihai etkisi farkli enerji degiskenlerinin gidisati ile
beraber, AB ve Tiirkiye’nin tercihlerine bagli olarak sekillenecektir.
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1. Introduction

EU-Turkey relations are strongly influenced by a series of global phenomena which are profoundly
changing the energy and climate sectors: the uncertain role of gas; the fall in cost of renewables;
low oil prices; and, above all, the increasing attention paid to climate change. This series of
transformations can all be placed under the wider umbrella of the “energy transition” - generally
defined as the shift towards a new, global energy mix driven by recent and remarkable
technological changes, particularly in the renewable-energy sector. This paper thus aims to discuss
the potential impact of the main components of the transition as direct and indirect drivers of EU
and Turkey energy and climate relations.

The paper will analyse each component of the energy transition individually because of the
impossibility of considering the energy transition as a discrete phenomenon. The changes involved
are indeed too heterogeneous, and the definition of the transition itself is variable - for instance,
the role of gas could be pivotal for Turkey or Italy, but extremely limited in European countries
aiming at a zero-carbon energy mix, such as Denmark.

Nevertheless, understanding the energy transition is fundamental to the analysis of future
EU-Turkey relations, primarily for its magnitude: according to the International Energy Agency
(IEA), more than half of all new installed capacity in 2015 was in renewables, which grew by 15
percent more than in 2014. Tenders showed prices as low as USS 30-35 per megawatt hour (MWh)
for onshore wind in Morocco, or USS 49/MWh for solar PV in Peru (IEA, 2016). Being a global
renewables leader, this represent a major chance for the EU - but also for Turkey, in the light of
its growing energy demand.

The energy transition is also increasing the level of uncertainty in global energy sectors. Despite
their current success, the lack of a mature electricity-storage technology still undermines the full
deployment of renewables - and thus the desire of emerging countries, such as Turkey, to further
invest. Fossil fuels also face a period of unprecedented unpredictability as oil prices remain low.
The structural component of this price level is probably greater than was anticipated a few years
ago, and its causes are varied - ranging from the inability of OPEC (the Organization of the
Petroleum Exporting Countries) to influence the market to the prominent role of the US as the
leading global oil producer. These changes are troubling for both the EU and Turkey; as low prices
are contributing to the instability of some of their key suppliers (Iraq and Libya, for instance), they
are increasing their dependence on other suppliers (mostly Russia).

The role of gas itself is also, as yet, unclear; it could play a key part in the transition, thanks to its
possible role in supporting renewables and its relatively low level of emissions. Nevertheless, its
success will be determined by its accessibility at the global level, which will be driven by the
expansion of the liquefied natural gas (LNG) market in the case of its price converging with that of

m This project has received funding from the European Union’s Horizon 2020 research and innovation
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pipeline gas - two core issues for the EU and Turkey, which are both still heavily reliant on pipeline
gas despite owning significant LNG infrastructures.

These new trends are already influencing the role that new and old institutional platforms play in
international coordination. The Paris Agreement represents a major novelty and will play a key
role in the transition. Its success could boost the development of renewables and the phase-out
of fossil fuels, thus accelerating the transition via a clear political commitment. Yet, the US exit
from the Agreement cast a shadow over its future. This uncertainty also influences the growing
importance of formerly less-prominent institutions - specifically, the G20 forum
of governments and central-bank governors from the world’s 20 major economies. Indeed,
considering all the difficulties in achieving a worldwide solution to climate change, many have
regarded a positive cooperation on the issue at the G20 level as the second-best outcome of the
Paris Agreement. Furthermore, the G20 could also become a favourable platform for discussing
other energy issues, and could boost international cooperation in the diffusion of new
technologies and energy trade..

These processes might have different and numerous effects on the EU and Turkey, contributing
to building a path of either collaboration or conflict between the two - with some possibilities for
convergence. Indeed, lower prices for renewables and the development of storage technologies
will change the cost to the EU of maintaining its climate leadership, while success for the Paris
Agreement could positively influence Turkey’s currently weak climate policies, leading to a new
Intended Nationally Determined Contribution (INDC) being proposed for the country by 2019 and
to a rapprochement between EU and Turkish positions. Furthermore, larger and cheaper LNG
global supplies will offer both Ankara and Brussels a source of diversification from Russia, thus
affecting gas cooperation and the pipeline politics between the EU and Turkey - and, in particular,
between the EU member states involved in the relevant projects.

The analysis will be divided into:

1. A definition of the energy transition, to understand the full extent of the
phenomenon and its influence on the EU and Turkey.

2. Anevaluation of four main drivers in the transition: the fall of renewables cost; the
impact of low and variable oil prices; the role of gas and the outline for LNG; the
Paris Agreement and the future of climate policies.

3. A discussion of the potential role of the G20 in supporting the transition, as the
main alternative to worldwide international platforms (such as, for instance, the
Paris Agreement).

n This project has received funding from the European Union’s Horizon 2020 research and innovation
programme under grant agreement No 692976.
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2.  The energy transition: a definition

A definition of the energy transition is the first, fundamental step in understanding its possible
evolution and impact on the EU and Turkey. Indeed, the concept increasingly recurs in the energy
and climate-research fields as well as in politics and economics, being often employed in
documents such as the 2017 G7 Energy Ministerial Meeting Chair’'s Summary (G7, April 2017) and
the EU Global Strategy (EEAS, 2016). Yet, it still lacks a coherent and complete definition.

Generally speaking, the phrase conveys the shift from one prevalent energy system to another, as
happened in the first half of the twentieth century when changing from coal to oil, and even
earlier, during the first Industrial Revolution, when the switch was from timber to coal. Currently,
the energy transition is widely understood as the change from a fossil-fuel-dominated energy
system to one based on sustainable and low (or zero) emissions, which is also able to mitigate
climate change.

Nevertheless, the definition of “energy transition” is not fixed, and often changes on a regional or
national basis. In the case of Germany, for example, eliminating nuclear energy is pivotal to the
desired outcome; this is not the case for some of the other European countries or for Turkey,
which believes in nuclear energy’s central role as a low-carbon energy source.

Globally speaking, the modern energy transition should thus be envisaged as a series of connected
changes, all leading to the development of a renovated, sustainable and low-emissions energy
system. Some of these modifications themselves influence the phenomenon, others are largely to
be considered consequences of it. Technological evolution and the drastic recent decrease in the
costs of renewables, for instance, are key factors facilitating the energy transition.

As we imagine the energy transition as the product of a new, global energy mix, influenced by
economic and technological trends, it is then necessary to consider as part of its evaluation not
only renewables and the fight against climate change but also other factors. Among these we can
count the impact of growing natural-gas consumption, the risk of “stranded assets” due to the still
wide use of coal, or the role of interconnections and the integration of alternative energies - all
trends that lie at the core of the current evolution in European and Turkish energy mixes.

Due to its economic potential and its associated uncertainty, the energy transition will,
accordingly, strongly affect the EU and Turkey, and their bilateral relations. There are two key
variables to be considered here:

1. How the different factors of the energy transition will generally evolve, and how
the energy transition will be perceived on the domestic level by the EU and
Turkey. As an example, a significant evolution in storage technologies could lessen
the importance of gas in the energy mix, thus promoting the development of
renewables and the resulting energy cooperation between the EU (a global
renewables leader) and Turkey. On the contrary, an increased role for gas would
boost the need for diversification in both countries, which would then likely either

m This project has received funding from the European Union’s Horizon 2020 research and innovation
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add to the competition in EU-Turkey relations, due to the significant politicization
of the resource in question, or boost cooperation as their shared diversification
objectives would increase.

2. How the energy transition will be perceived on the global level. The success of
the Paris Agreement will provide the political leadership to support already
existing technological and economic trends, thus stabilizing the development of
renewables and other technologies. If, however, the exit of the US leads to a
breakdown of the treaty, Turkey will have weaker incentives to boost its already
limited climate policy and to support a still uncertain renewables plan - thus
weakening cooperation with the EU, which strongly focuses on the sector.

3. Driver: the fall of renewables costs

3.1 The global perspective

2015 marked a record year for renewables, with an extraordinary global capacity growth of 153
gigawatts (GW), divided into onshore wind (63 GW), solar photovoltaics (PV, 49 GW) and other
renewables (41 GW). These accounted for more than half the global growth in electricity capacity
and overtook coal’s cumulative capacity in the world (IEA(b), 2016). According to the International
Renewable Energy Agency (IRENA), in 2015 solar PV and wind’s additional annual generation “met
almost all incremental demand for electricity” (OECD/IEA, 2016). This is also unlikely to remain an
isolated case, as an additional 42 percent of renewable-energy capacity by 2021 is forecast by the
IEA in its 2016 Medium Term Renewable Market Energy Report.

Such exceptional growth proved that renewables have reached commercial maturity. This
achievement has resulted from constant and strong cost reductions in renewable generation,
shown by tenders receiving long-term remuneration prices as low as US$ 30/MWh for projects in
North and Latin America, the Middle East, and North and sub-Saharan Africa (IEA [b], 2016).

Figure 2.1 - Indexed cost of onshore wind, utility-scale PV and LED lighting, 2008-15
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In countries such as Peru or Morocco, onshore wind and solar PV have become cheaper than
competing coal plants (OECD/IEA, 2016, p. 10), which has led to a decrease in average costs by 35
percent for onshore wind and a remarkable 80 percent for solar PV from 2008 to 2015 (Figure
2.1). This trend is assumed to continue, with a further decrease in renewables costs by 15 percent
for onshore wind and 25 percent for utility-scale PV, and then a growth of overall installed capacity
of 42 percent (i.e. 825 GW) between 2016 and 2021 (OECD/IEA 2016) - a 29 percent increase
compared with 2015 forecasts (IEA, 2015a). This expansion will generate relevant advantages:
alongside energy efficiency, renewables are the best option for climate-change mitigation and
greatly reducing air pollution; they are labour-intensive and produce energy through local natural
and self-replenishing resources, increasing natural capital, jobs and energy security.

3.2 The impact on the EU and Turkey

This phenomenon influences the EU and Turkey in different ways, considering their diverse
involvement in the sector. The EU has been focusing on renewables since their early development,
at least from the 20-20-20 package, which set up national binding targets to reach at least a 20
percent share of renewables in the energy mix by 2020. Renewables have been further advanced
through successive recent pieces of legislation, such as the 2030 Climate and Energy Policy
Framework, adopted in October 2014, and the proposed revision of the renewables directive,
included by the Commission in the latest Energy Union Package of winter 2016. In addition to the
Union’s involvement, extensive national plans for renewables and the technological leadership of
some EU countries (first and foremost, Germany) - particularly in solar and wind, but also in more
experimental resources such as tidal and wave energy - have brought significant results: the EU
generated 27.5 percent of its energy from renewables in 2014, the year in which the whole
renewable sector in the Union generated a €144 billion turnover. EU countries currently hold 30
percent of global renewables patents (European Commission, 2017b).

Nonetheless, these results have not been cheap for many European countries; the cost of
subsidies, expansion and management of the grid have often been significant, as in the case of
Spain, which halted subsidies in 2012 in the wake of its raising deficit. Member states that had a
limited or non-existent renewables industries, such as many in Central and Eastern Europe, had
to rely mostly on Chinese imports, with little benefits compared to those who could depend on
leading national producers, such as Germany with Siemens and SolarWorld. Indeed, the new
renewables directive, which is yet to be negotiated with the European Parliament and the
European Council, is expected to support falling renewables investments in Europe and the now
often unclear national-support schemes.

Full exploitation of the changes in the renewable-energy sector, however, requires a wider shift
in the EU’s approach. The core challenge is the integration of renewables into an energy market
that was designed for fossil fuels, i.e. from a framework that has been built largely on the concept
of marginal costs to one suitable for resources that have no marginal costs at all. This shift will

m This project has received funding from the European Union’s Horizon 2020 research and innovation
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require changes in large and critical areas of European energy policy, mostly related to the
realization of the still uncompleted European energy market - with the liberalization of centralized
national markets (as in the case of France), the development of physical interconnections and an
overall increase in intra-European cooperation among the most important priorities.

By contrast, Turkey shows a marked difference between ambitions and what has been achieved
thus far; while its current deployment of renewables is far from the European equivalent, its
national energy plan for 2015-19 was devised in cooperation with the European Bank for
Reconstruction and Development (ERBD), and thus closely followed ambitious European policies
in the matter (European Development Bank, 2015). Indeed, the growth of the share of renewable
energy in the country’s total primary-energy supply has been flat for wind and solar, and declining
for biofuels, while hydro has alternated between phases of decrease and increase. The share of
production has been small: 5.8 percent for geothermal, wind and solar combined, compare with
almost 30 percent for coal (Colantoni et. al, 2017, pp. 14-15). Such results hardly coincide with
Turkey’s stated ambitions: the country’s national plan aims to install 10 GW of wind by 2019 and
a further 3 GW by 2019, with the purpose of reaching 16 and 10GW respectively - and, thus, 30
percent of electricity generated from renewables by 2030. The sector is still hampered by
significant unresolved governance problems, from unclear legislation and standards to long,
bureaucratic processes; high costs, particularly for licensing fees; and low levels of incentives, as
well as by an insufficient development of the grid. (Colantoni et. al, 2017, pp. 37-9).

The expansion of Turkey’s renewables potential is also undermined by the intention to implement
some of the world’s strictest rules for promoting the national production of solar and wind
technologies. According to Bloomberg, US$1.3 billion of solar tenders were to be delivered from
mid-December 2016, also with the support of the ERBD, with a price ceiling of $80/MWHh, but with
the obligation to build a solar-panel-manufacturing plant in the country (Bloomberg, 2016).
Indeed, the 1GW solar-plant construction contract in the Karapinar region, for which this $1.3
billion is probably destined, was awarded to a South Korean-Turkish joint venture in March 2017,
with a guaranteed price of $69/MWh and the obligation to use only domestically sourced material
(PV Tech, 2017). While the price remains in the low range of recent renewable tenders, such a
major focus on domestic resources will likely raise costs in the future and, mostly, slow down the
expansion of the country’s renewables-generation capacity.

In addition to these issues, specifically related to their energy markets, the EU and Turkey will also
have to face the still unresolved problem of the intermittence of renewables. Even if the
deployment of enhanced storage capacity could be the solution for this issue, such measures are
not likely to become commercially viable or reproducible on a large scale at least for the next ten
years (OECD/IEA, 2014). The solution to this dilemma could lie in massively increasing renewables
generation, possibly by pairing intermittent with non-intermittent renewables - a solution that
would be expensive but perhaps possible for Europe, but hardly feasible for Turkey considering its
still low domestic-production capacity. An expansion in the grid could represent another

m This project has received funding from the European Union’s Horizon 2020 research and innovation
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possibility, yet the EU is still struggling to boost interconnections and Turkey is even less advanced
on this front. A closer integration with natural-gas generation is perhaps the most likely
alternative, at least for the medium term, but it will conflict with Turkish and European climate
targets and increase their already critical external dependence.

Solving intermittence issues will also influence the EU and Turkey from the point of view of the
regionalization of production - one of the likely consequences of the expansion of renewables, as
national markets are still too fragmented and geographical differences are often too great for a
global recipe for renewables (REN21, 2017). This regionalization will probably lead to the creation
of energy “clusters”, deepening intra-European connections and pushing Turkey towards more
electricity trade on the European side to cope with intermittence - in particular, after the
successful pairing with the EU grid in 2015 (ENTSOE, 2015).

The role that both the EU and Turkey will play in the expansion of renewables will also be
influenced by the direction taken by their respective political leads, particularly regarding the
future of the Paris Agreement. This position is mostly clear for the EU but not for Turkey, but it
will significantly influence the cost, speed and size of renewables in each of their energy
transitions.

3.3 Renewables: the case for convergence

Globally speaking, the renewables driver appears to lead towards a convergence scenario
between EU and Turkish energy policies, depending on the future behaviour of key variables.

Despite having a still inadequate renewables plan to fully exploit its resources, Turkey will
significantly benefit from low-cost renewables because of its heavy reliance on energy imports,
particularly from Russia; its growing energy demand; and the need to lower its energy bill in order
to support a GDP growth level that, despite a 11 percent peak in 2010, suffered from major
fluctuations, reaching a 2.9 percent low in 2016. Considering its global role in the renewables
sector, it is safe to assume that the EU will maintain a high commitment in this field, particularly
in the wake of the reform of European legislation on this issue.

Such shared interest in renewables will increase the scope for energy cooperation between the
EU and Turkey. Indeed, the latter is largely missing the technology to fully participate in the
renewables revolution - in which Turkey, according to its latest energy plan, would like to play an
active part rather than simply importing infrastructures. This is technology that member states
such as Germany, Italy and Denmark have, and could be willing to share with Turkey as part of
ongoing cooperation.

It is true that Turkey can choose other partners in developing its renewables sector. Indeed, the
country chose South Korea as its partner for its current, largest renewable project, the Karapinar
solar plant. Yet, this has been possible because of the nature of the project - large, but a one-off
kind of cooperation. The EU is instead a more suitable partner to lead a full development of a

n This project has received funding from the European Union’s Horizon 2020 research and innovation
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renewable energy system - in other words, to support the transition of the Turkish energy
framework. Indeed, the EU possesses fundamental expertise not only in renewables technologies
(rather a property of member states and national companies) but also in complementary systems
that are fundamental to the deployment of renewables (often developed by European institutions
themselves, such as ENTSO-E, the European Network of Transmission System Operators for
Electricity). Network codes and technologies for the physical development of interconnections
(one of the key elements in addressing the intermittence of renewables); consistent, European-
wide research on energy storage; and an ongoing regulatory process aimed at integrating
renewables into the energy market are all elements of significant advantage for Europe compared
to its competitors in the renewables sector. This fact could ultimately lead to cooperation between
the EU and Turkey in the sector, and perhaps even towards a path of convergence. Indeed, if
Turkey would aim for a broader renewables plan, and thus a wider involvement with the EU, it
would be more convenient for the country to fully acquire the European legislative package,
having also increased chances for collaboration in research and development.

Some variables could, however, represent an obstacle to this process. Turkey could fail to produce
a coherent renewables plan, either because of lack of political willingness or of the competition
from other sources. The country’s renewed emphasis on coal is probably the greatest danger here,
as it is largely inconsistent with the ambition of significant renewables growth. Unlike gas plants,
coal generation has a long start-up time, making it a poor choice to cope with renewables’
intermittence. Coal also requires large-scale generation, which does not match the smaller, more
disseminated dimension of wind farms or solar plants.

On the global level, there is also a chance that the lack of a fully developed storage solution could
lead to a halt in the growth of renewables, and thus limit the cooperation between the EU and
Turkey on this issue. Yet, considering the swift technological development in batteries seen over
the past five years, and the significant space for renewables deployment in the EU and Turkey
even without such a solution being found in the short or medium term, this option is unlikely to
materialize.

n This project has received funding from the European Union’s Horizon 2020 research and innovation
programme under grant agreement No 692976.
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4. Driver: the impact of low and variable oil prices

4.1 The global perspective

When, in June 2014, oil prices were as high as $114 per barrel (dpb),! (Figure 3.1) hardly anyone
would have expected their subsequent sharp fall, which finally led to a value as low as 27 dpb in
January 2016 (a stunning 70 percent decrease). Many contingent elements and historical trends
helped to shape expectations that low oil prices were a temporary phenomenon - in particular,
the unexpected and significant levels of US shale oil production. As Saudi Arabia and OPEC in
general did not cut production in the first period of price decline, in the hope of crushing the newly
born US shale-oil market, prices were assumed to be dependent on this temporary clash.

Yet, recovery has been slow and unstable. Changing market conditions and the agreement on an
output cut reached between OPEC and non-OPEC producers in November 2016 managed to halt
the three-year price fall, settling the oil price between 40 and 50 dpb; however, price volatility has
remained high and is still threatened by downward pressure (Oxford Institute for Energy Studies,
2017a).

Figure 3.1 - Daily Brent Crude oil prices, 2000-17
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Source: Reuters, 2017.

As it is still unclear what the “equilibrium price” would be (if, indeed, there ever were to be one),
the notion that oil prices of at most 90 dpb are a structural condition of the contemporary global

LIf not specified otherwise, we refer to Brent Crude for oil prices.
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economy is receiving increasing support (McKinsey Energy Insights, 2017), as many new factors
emerge.

The structure of supply has also significantly changed. It is now clear that OPEC has lost its firm
grip on global oil markets, because of clashes inside the organization (between Iran and Saudi
Arabia, in particular) and because of the dispersion of supply caused by the rise of new suppliers,
such as the US and some African countries (among them, Angola and Ghana). The fall in oil prices
had also shown the difficulties of finding a balance regarding the “dimension” of supply - i.e.
between the opposing risks of over- and undersupply. As oil prices could stay too low for too long
a period to promote new investments and thus new production, according to the IEA, demand
could overtake offer in 2020, leading to a sharp increase in prices thereafter (IEA, 2017a).

In addition, trends in demand have changed. Nations that were historically oil consumers, such as
many European countries, are witnessing a marked decrease in their oil demand because of
climate-change commitments, diminished oil intensity and a push to mitigate their supply
dependence (McKinsey Energy Insights, 2017). Fast-growing markets, as in the case of Asian
countries, experienced a decrease in oil consumption as a result of Gross Domestic Product (GDP)
slowdown and also have a wider array of alternatives to satisfy their energy demand, as oil is being
gradually phased out of electricity production - including diesel generators in sub-Saharan Africa
being challenged by hybrid (mixed renewables mostly) mini-grids - and gas for transport
(particularly maritime) has an increasing appeal to investors.

Generally speaking, prices are now greatly influenced by a complex mix of geopolitical outcomes,
technological issues, competition from other sources and several other factors, which then result
in a strong variability, highly impacting on both oil producers and consumers (Mabro, 2001).

4.2 The impact on the EU and Turkey

Considering the diminished importance of oil for the EU, the impact on the Union of these trends
may seem positive, yet the situation is less clear than it appears. Oil consumption has been
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declining or flat from 2006 (see Figure 3.2), and no major changes are expected in the future,
because of the low energy (and oil) intensity of the European industry - the small rise between
2014 and 2015 is considered a temporary change. Paradoxically, renewables have not been
displaced by low oil prices, but they have benefitted from them; this outcome has resulted from
greater separation in the sectors in which oil and renewables operate; greater solidity in
renewables markets; and, particularly, their greater profitability.

The decreasing role of the EU on the global oil stage has, however, resulted in a significant increase
in its oil dependence, which reached 89 percent in 2015: a 26-year peak (Eurostat, 2017). EU
dependence on external suppliers increased by 12 percent in the period 2000-14 - in particular,
regarding Russian oil, which now represents 30 percent of the European import mix (Cambridge
Econometrics, 2016) and rising. This situation is largely down to the diminished role of key
suppliers, due to geopolitical reasons (as in the case of Libya) and, generally speaking, to a reduced
political focus on the issue of oil imports. It is also aggravated by the diversity of member states:

Figure 3.2 - European Union oil consumption (thousand tonnes, 1990-2015) (28 countries)
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while countries such as Italy and France have a large number of suppliers, others, such as the
“Visegrad countries” (Poland, Slovakia, the Czech Republic and Hungary) rely heavily on a single
supplier (Russia) through pipelines. While these circumstances are similar to those of European
gas imports, the significantly less political attention to the issue of oil dependency, the higher
variability of current oil prices and the instability of many of its suppliers represent a threat for
Europe. The transport sector, in particular, still relies heavily on oil, consuming around 73 percent
of the European total (Eurostat, 2017).
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Similarly to the EU, Turkey, too, has increased its oil dependence - but as a consequence of a major
increase in consumption, which has taken place mostly since 2012. As domestic production
remains extremely low, Turkey now imports more than 89 percent of its oil, a significant portion
of it from geopolitically unstable countries (the country imported 45.6 percent of its oil from Iraq
in 2015 [MFA, 2016a]). Consumption is also set to climb due to an increasing energy intensity,
which rose by 7.1 percent in the decade 2006-2016, compared to a 16.3 percent average decline
in the countries forming part of the IEA (IEA, 2016b). Low incentives for energy efficiency and the
state of Turkish industry have been largely responsible for this increase. In addition to this
vulnerability, derived from domestic consumption, instability in the global oil markets affects
Turkey’s potential status as an energy hub, which could be achieved through its geographical
position close to the world’s second largest proven oil reserves (in Saudi Arabia). Indeed, Turkey
already has a key role as a transit country, via the Baku-Thilisi-Ceyhan (BTC) pipeline from
Azerbaijan, the Iraqi pipeline, and a significant volume of sea trade via the Turkish straits and the
port of Ceyhan. As the EU’s dependency is growing, Turkey could truly increase its strategic
importance not only for gas but also for oil.

Yet, low oil prices and high variability impact on the economies of many of its suppliers, which are,
to varying degrees, rentier states - i.e. dependent on oil revenues for the greatest share of their
total income, and thus their often precarious domestic stability (Sartori, 2016). Security threats
also directly influence their production capacity and their ability to trade oil and gas; as an
example, of the two branches of the pipeline connecting Iraq and Turkey, one shut down
completely in 2014 following sabotage by Daesh (Energy Information Administration [EIA], 2017a).

Current trends on oil prices could thus directly and indirectly affect the EU and Turkey, while the
greatest threat comes from their variability, which is caused mostly by the changing structure of
energy markets and the unclear definition of oil’s role in the new energy mix that the energy
transition will dictate.

4.3 Qil prices: the case for cooperation

The aforementioned oil-price trends will probably result in further cooperation between Europe
and Turkey on energy and climate-change policies. Two variables currently affect the energy
markets. First, the low level of prices is reducing the income of many rentier states, further
threatening their already precarious stability - and thus their ability to export to the EU and Turkey,
such as in the case of Libya and Iraq. Then, price variability is also affecting the future of these
countries, as well as the capacity to forecast the future availability and price of oil in general
(especially if low oil prices result in undersupply, as described by the IEA and reported above).

Globally speaking, low oil prices can result in reduced availability of the resource because of both
decreased investment in exploration and production activities and geopolitical instability; future
undersupply could rapidly and unexpectedly increase prices, inflating an energy bill already
burdened with the surging need for diversification and high variability. Low oil prices will then
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probably make the resource less stable and less available, thus paradoxically discouraging its
consumption; this is probably why current price trends have not resulted in an increase in
European consumption, which instead happened until 2013-14 with the brief resurgence of coal.

The EU and Turkey could therefore attempt to achieve two objectives in order to cope with this
situation: reduction of consumption and diversification of supply.

The first will be probably harder for Turkey, whose oil demand, unlike the EU’s, is still growing.
Yet, if achieved, reduced oil consumption would boost the transition to a “greener” energy mix by
further reducing the already limited share of oil in the generation mix, possibly promoting the
electrification of transport - still limited also in Europe, but set to boom in the next few years - and
even spreading the use of gas for transport - most likely maritime transport, due to the very limited
use of the resource for road transport. As already highlighted regarding renewables, electric
transport and alternative energies are key sectors for the European industry, and a mutual interest
between the EU and Turkey on this will extend the scope of their cooperation.

The need for diversification will also result in both a search for alternatives by the EU and Turkey,
and by the need to consolidate precarious situations in this field. The two could then expand their
cooperation in order to exploit Central Asian resources, similarly to what is happening with gas
and the Southern Corridor, and also having a greater interest in working to stabilize the political
situation of troubled partners such as Iraq.

5. Driver: the role of gas and the outlook for LNG
5.1 The global perspective

“The future for natural gas is bright”, wrote the IEA in a 2011 report tellingly entitled “Are we
entering a golden age of gas?” (IEA, 2011). The prospects were indeed positive as, at the time, the
LNG trade was booming, US shale gas was at its peak and the resource was seen as a fundamental
substitute for polluting coal and expensive nuclear energy. Yet, something has changed in the
meantime: European demand has stalled, Asia’s extraordinary gas-consumption growth has
diminished and the global commitments on climate targets after Paris cast doubts on the
possibility of a central role for the resource in the global energy mix, considering its still
considerable share in world carbon dioxide (CO.) emissions. Six years after the IEA report, gas is a
resource at the crossroads - poised between the possibility of a marginal role and a fresh
expansion thanks to new prospects in production.

Those early, favourable prospects for gas came from its numerous advantages as they were seen
at the time - in particular, in relation to the energy transition. The resource has an almost non-
existent sulphur and a low carbon content, roughly half that of lignite (“brown coal”) (EIA, 2017),
while new combined gas plants have significant power-conversion efficiencies (almost 25 percent
more efficient than coal or nuclear [EIA, 2017b]). Having a very low start-up time (30 minutes,
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compared with 12 hours for most coal plants [Wartsila, 2016]), gas is a positive complement for
the intermittence of renewables. As new reserves have been discovered in the eastern
Mediterranean, the US and other areas of the world, the availability of gas has also greatly
increased in recent years - from 2000 to 2011, global gas reserves grew by 25 percent (EIA, 2017c).
Recent, very optimistic IEA forecasts underlined the growing importance of Egypt, Israel and
Cyprus, as well as Mozambique and Angola in sub-Saharan Africa, Qatar (which increased its
production threefold between 2000 and 2009) and Australia (IEA/OECD 2017). Global production
will, however, be driven by the US, which accounts for 40 percent of new production to
2022 - mostly through a 45 percent increase in the production of Marcellus shale (IEA/OECD 2017).

Yet, despite these favourable conditions, obstacles to the further development of gas persist.
Competition with other resources is fierce because coal remains cheaper than gas and more
widespread as a technology, and renewables - still heavily subsidized - displaced gas rather than
coal in Europe. The demand side has also been troubling, due to the levelling-off of European gas
consumption after the economic crisis and the decline in Chinese demand, as a consequence of
its Gross Domestic Product (GDP) slowdown, and to the unclear role of demand from India and
other emerging economies (BP, 2017). Globally speaking, the IEA’s latest forecasts are quite weak,
with a mere 1.5 percent demand growth per year (as compared to the 2 percent that the agency
was expecting in 2015), even if that was still more than historical averages (IEA/OECD 2017).

5.2 The impact on the EU and Turkey

The gas situation in the EU is complicated. On the one hand, natural gas is at the centre of
European energy policies, being one of the drivers behind the foundation of the Energy Union
itself. This attention has been given at the expense of other sectors - electricity, in particular. In
the 2014 Communication on the European Union Energy Strategy, the Commission named 27
projects for gas but only six for electricity (European Commission, 2014). Indeed - due to its heavy
dependence on Russian gas, tensions in Ukraine and the consequent danger faced by some
member states in particular (such as Bulgaria and Greece) - gas, as a resource, has benefitted from
major political focus by the EU, and has been frequently used as a tool in the Union’s foreign policy
(the Gazprom competition case being but one example). Yet, these concerns led to a significant
overestimation of demand: from 2003 to 2015, the EU had to lower its gas-demand projections
for each reference scenario that it published, and Commission forecasts have sometimes been
even higher than those of European gas lobbies (Jones, Gaventa and Dufour, 2015). Meanwhile,
European gas demand has been facing a continued decrease - in 2015, it was 20 percent less than
in 2005 (BP, 2016). More positive forecasts - such as those of Platts, expecting a rise in 2016 and
2017 (Platts, 2017) - are challenged by much less optimistic opinions from several analysts, which
expect this decline to continue and to be unavoidable (Oxford Institute for Energy Studies, 2017b).
Reduced demand, limited possibilities for growth because of competition with renewables and
the low energy intensity of the economy are all elements preventing Europe from consolidating
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its role as a global actor for gas and boosting its development-core infrastructures, such as the
Southern Gas Corridor.

Despite a rapid increase between 2000 and 2014, Turkish gas-demand forecasts are also
uncertain. The 81 billion cubic metres (bcm) per year by 2030 that the Turkish national gas
company, BOTAS, expected in 2012 will, indeed, barely be reached; 60 bcm/year would already
be a tough target to hit (Oxford Institute for Energy Studies, 2017c). This situation is down to a
mixture of causes, particularly GDP decline due to political instability following the 2016 Turkish
coup attempt; lack of diversification and of transparency in the country’s highly subsidized gas
sector; and, again, competition from other sources (mostly coal and hydro, and possibly nuclear
in the future). Turkey, however, clearly needs to diversify; it imports practically all the gas it
consumes, the majority of it from Russia. The development of eastern Mediterranean resources
could be particularly positive for the country, mostly because of its geographical proximity to them
and the increasing demand, which could guarantee the flows required to fully exploit these
reserves. Yet, the still unsolved “Cypriot question” and often unclear relations with Egypt threaten
the role of Turkey as a partner in the exploitation of eastern Mediterranean gas resources.

Turkish options for energy-mix diversification are also complicated by the still limited role played
by renewables in the country, which instead makes coal the likeliest alternative to gas despite this
outcome threatening the achievement of Turkey’s climate-change commitments. This situation
has not yet been radically altered by the new Turkish energy strategy, presented by Energy
Minister Berat Albayrak in April 2016. Indeed, despite an opening towards renewables via a major
tender for wind, which will probably be presented before the end of 2017, the strategy appears
to be still largely focused on coal - and particularly on the exploitation of national fossil resources
(Hurriyet Daily News, 2017).

While the outlook for gas thus remains hard to predict, according to recent forecasts the LNG
market will, to a great extent, be the one most likely to set the course for the future of gas markets
(IEA, 2016c). Prospects have not hitherto been particularly positive due to competition from
Asian - particularly Chinese and, after the 2011 Fukushima accident, Japanese demand - which
kept LNG prices significantly higher than those of pipeline gas, and thus made it less appealing to
other importers. This situation resulted in a European LNG capacity of only 19 percent in 2015
(GIE, 2016). Lower international competition has raised the prospects for global LNG usage, which
the IEA now expects to grow substantially (by 45 percent between 2015 and 2021, for example)
(IEA, 2016c). The agency believes that this supply will be destined largely for the EU thanks to its
already developed structures and spot markets - and thus to Turkey, which opened its first floating
LNG-import terminal in December 2016.

m This project has received funding from the European Union’s Horizon 2020 research and innovation
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The effect of the growth of LNG will most likely be positive for the EU and for Turkey, since it will
provide competition for pipeline gas?, reducing rigidities both in the supply chain (by eliminating
the otherwise unavoidable link between producer and consumer) and in contracts, as LNG is
usually supplied via flexible, non-oil-indexed contracts.

However, uncertainty remains high as key producers for the EU and Turkey are threatened by

Figure 4.1: Prices for US LNG and pipeline exports from 2007 to 2017
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geopolitical instability (as in the case of the 2017 Qatari standoff with Saudi Arabia), and the price
difference between LNG and pipeline gas is still remarkable - even in the US (Figure 4).
Nevertheless, it appears that an unquestioned “golden age of gas” is unlikely - especially for the
EU and Turkey, where undefined global trends are also exacerbated by the security threat posed
by the still prominent Russian gas supply (Figure 4.2). Additionally, the role of gas as a “bridge” to
a clean energy mix is increasingly questioned, due to the decreasing cost of renewables, the risk
of methane leakage and the nonetheless strong impact of its CO, emissions. However, this issue
could impact differently on the EU and Turkey, considering the likely divergent future of their

2t is critical to note that LNG’s increased competition with the pipeline gas will also be critical for the
importance and role of pipelines passing through Turkey into the European markets.
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climate commitments (discussed in Subsection 2.1). More likely, the gas market could expect a
further evolution in the next few years along the path traced by LNG (especially for Turkey, if the
prices of the resource do indeed decrease), and perhaps the decarbonization of the sector
proposed by Lord Stern in order to guarantee the survival of the resource even in a zero-carbon
world - a solution particularly appealing for Europe (Oxford Institute for Energy Studies, 2017b).

5.3 The future of gas: chances for convergence and conflict

Figure 4.1 - Turkey’s natural-gas imports, 2010-15
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The possibility of gas leading towards either cooperation and convergence or conflict is linked to
the success that the resource will have in the medium and long term, either going towards the
“golden age of gas” originally forecast by the IEA (cooperation and convergence) or to a decrease
of its role in the global energy mix (conflict).

An increase in gas consumption as a result of a slowdown in the roll-out of renewables, for
instance, or a general decrease in prices will raise the need in both the EU and Turkey for further
imports and diversification. As gas increases in importance, this will probably lead to cooperation,
due to an increased interest in fruitful collaboration and a less-political use of the resource, which
is already key for the two polities. In the case of the TurkStream, for instance, the fluctuating
commitment to the infrastructure from the Turkish side was provoked by variable relations with
Russia, but ultimately caused by the questionable economic convenience of the pipeline. Other
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energy projects were indeed continued, despite the tense diplomatic relations between the two
countries after the shooting down of a Russian Su-24 fighter over Syria in November 2015.

With a more prominent role for gas, the high potential of energy reserves in the eastern
Mediterranean - with an estimated 3.5 trillion cubic metres (122 trillion cubic feet [tcf]) of natural-
gas reserves, equivalent to 21 billion barrels of oil (Karagiannis, 2016) - will become even more
appealing for the EU and Turkey. They will then have additional reasons to solve the persistent
challenges that they both face, particularly in the Mediterranean gas hub - in particular: the Cyprus
conflict, the delineation of Exclusive Economic Zones in the eastern Mediterranean, overcoming
Israeli-Turkish differences and managing the “spill-over” effects of the recent Arab Spring
upheavals. As EU-Turkey collaboration is already highly significant in this context (Yilmaz and
Sever, 2016), increased gas consumption could improve cooperation, also boosting the political
commitment on key gas infrastructures - especially on the European side, where it is currently
diminished by the dubious economic convenience of many of them as a consequence of the low
level of European consumption. Considering the numerous LNG infrastructures already
functioning in Europe, in particular in the Mediterranean, and the recent opening of the ETKI LNG
terminal in Turkey, more freely available, low-cost LNG gas could also further improve cooperation
even through intra-Mediterranean trade. Considering the current and future amount of gas trade
between the EU and Turkey in such a scenario, and the number of sectors in which they will share
interests, a remarkable rise in the role of gas could even lead to convergence. Indeed, the gap
between European and extra-European law has often slowed down energy trade in the past - as
in the case of the Nord Stream and the OPAL pipeline. Having previously excluded being part of
the Energy Community, and thus acquiring the energy component of European laws outside the
accession procedure, convergence seems the first option in aligning European and Turkish policies
and boosting the gas trade.

A reduced role of gas, on the other hand, will lead to divergence and conflict, particularly if coal
covers the share lost by gas. This is a real threat for both the EU and Turkey; there is an increasing
emphasis among Turkish policymakers on prioritizing coal in Turkish development plans as a part
of the country’s diversification strategy in order to utilize local coal reserves (Sahin et al., 2015, p.
25). Turkey’s “Strategic Plan for Energy 2015-19” highlights the goal of increasing electricity
generation from domestic coal to 60 billion kilowatt hours (kWh) annually compared with 32.9
billion kWh in 2013 (Turkish Ministry of Energy and Natural Resources, 2015, p. 36). Considering
the wide-ranging commitments by several EU member state to phase out coal, and its total
incompatibility with the EU ambition of global climate leadership, a major Turkish focus on coal
would represent a primary factor for conflict.

If, however, gas were to “lose” to renewables, the possible increase in cooperation between the
two in the sector, as already described in subsection 2.3, could act as a partial substitute for the
lost chances over collaboration in the gas sector.
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6. Driver: the Paris Agreement and the destiny of global climate
policies

6.1 The global perspective

The Paris Agreement is the first global agreement on climate change since the Kyoto Protocol and,
most likely, the first treaty ever with significant chances for success in the field. Despite being
globally acclaimed as an astounding achievement, the Paris Agreement is not without flaws, and
its future is now overshadowed by the recent declaration by President Trump to take the US out
of the treaty. Yet, this decision has hardly shaken its foundations - leading, in fact, to closer
relations among several of its signatories (the EU and China in particular) rather than the “domino
effect” that the Bush Administration’s exit from Kyoto triggered, and which finally led to the failure
of that agreement. Yet, it leaves space for negotiation with countries such as Turkey, which have
not yet ratified the agreement and can exploit the current uncertainty to obtain a more favourable
position in relation to it.

Among the several factors that determined the success of the Paris Agreement, one is most
prominent: the treaty followed, rather than preceded, the consolidation of the energy transition,
being thus a consequence rather than a cause of the latter. Among the other elements, and as
already discussed in the introduction and in Subsection 1.1, between 2014 and 2015 renewables
gave further proof of their maturity, thus providing the fundamental economic rationale for the
Paris Agreement. Thanks also to a positive diplomatic conjuncture, the combination of all these
factors produced a successful, worldwide treaty whose level of ambition many did not expect.

Clearly, the Paris Agreement is not perfect. Its main strength is, at the same time, its principal
weakness: it is a political, not an economic, agreement. In other words, the treaty does not go into
detail about how the emissions reduction will be achieved, as it is based on voluntary,
uncoordinated and uncontrolled national reductions (those proposed in the INDCs). Thus, there is
no way to check if the proposed targets by all countries are adequate to achieve the global
emissions reduction (and, truly, they will not be) (UNFCCC, 2015). Yet, this structure ultimately led
to the signing of the agreement despite international cooperation being at one of its historically
lowest points, also granting enough flexibility to cope with eventual steps back from the
signatories.

Nevertheless, the problem of delivering the Paris targets remains unsolved, because the majority
of countries still do not have the tools to provide the adequate level of emissions reduction and
no institution or agency will force them to develop these. The hope was that following the lead of,
and exchanging expertise with, countries that had already developed effective measures (such as
those in the EU), and thanks to the progression of the energy transition, the revision of the INDCs
(the first, expected by 2019) would have progressively aligned national targets to the two-degree
temperature-rise objective.
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6.2 The impact on the EU and Turkey

The EU-Turkey relationship is one example of a possible, fruitful cooperation in the climate sector;
the former could lead the latter in the structuring of an efficient emissions-reduction scheme,
promoting mitigation measures and emissions trading as it has already done with China over the
last few years. However, even if Trump’s decision to exit the agreement has little impact on its
functioning - especially since there are no quotas to reassign - it does influence the relative
positions of various signatories, and thus the connection between the EU and Turkey in the field.

Without the US, the EU has even more reason to proceed alongside China in the fight against
climate change, hoping to potentially displace a rival in key sectors (first and foremost,
renewables). The US decision has been both preceded and followed by several, common
announcements by the EU and China, which have displayed their intention of moving forward
together (the latest being a joint declaration by Commission President Jean-Claude Juncker,
Council President Donald Tusk, several EU commissioners, Chinese Premier Li Kegiang and
Minister of Foreign Affairs Wang Yi) (European Commission, 2017). As competition for climate
leadership has diminished, the EU is also experiencing less pressure to resolve some contradictions
in its climate plans, such as the still conspicuous role of coal and European ambitions regarding
the development of the gas sector.

Turkey, instead, is holding to a more ambiguous position. The country has signed the Paris
Agreement and, in a recent comment over Trump’s decision, Turkey’s chief negotiator for climate-
change talks, Mehmet Emin Birpinar, called for a prosecution of the Paris deal even without the
US (Gundomus, 2017). Yet, at the time of the writing, Turkey is still one of the 48 nations that have
not ratified the agreement (UNFCCC, Status of Ratification), and many - including Birpinar
himself - believe that the treaty is not fair to the country and needs renegotiation before being
presented to the Turkish Parliament (Gundomus, 2017). On the occasion of the July 2017 G20
summit, Turkey gave additional proof of its ambiguity: it signed the final declaration, which states
that “[t]he leaders of the other G20 members state that the Paris agreement is irreversible” and
“we reaffirm our strong commitment to the Paris agreement” (G20 Leaders’ Declaration, 2017),
but President Recep Tayyip Erdogan used the event to again underline the need to provide Turkey
with financial compensation for its future efforts against climate change if the treaty is to obtain
the approval of the Turkish Parliament (Reuters, 2017).

6.3 The destiny of the Paris Agreement: success for cooperation, failure for
conflict

It is too early to clearly understand the future of the Paris Agreement after Trump’s declaration,
and thus the role that the EU and Turkey might play in it. Yet, it is possible to predict two potential
outcomes, and their possible influence over cooperation and conflict scenarios.

The first could be that the US actually exits from the agreement and this triggers a domino effect,
either leading to the full collapse of the accord or to a net division between countries inside and
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outside the treaty. This would constitute a similar scenario to what happened with the Kyoto
Protocol, and could be caused by a number of factors: a halt in the progression of the energy
transition; a short-term success for Trump’s pro-coal and protectionist measures; or the will of
some countries, Turkey among them, to foster their fossil-fuels sector by exploiting the decreasing
popularity of the Paris Agreement. In this case, we can expect the EU to further promote its
alliance with China and other pro-Paris countries (various Caribbean states and Canada, for
instance), with Turkey probably further pausing ratification or even explicitly siding with the US.
As a decreased commitment is to be expected from Turkey and an increased one from the EU, the
outcome will be one of conflict, also due to decreased cooperation in sectors key for the EU (such
as renewables). This is, however, the less likely outcome, considering that even less-committed
countries (such as Russia) have not yet followed the US decision, or even supported it.

On the contrary, the second hypothesis is that either the US will exit, but will be followed only by
a small minority of signatories, or the US will not exit at all (in reality). It is difficult to define yet
quite how and when a US withdrawal will be finalized (considering that the country will not be
able to leave the agreement before 2019). Indeed, a good deal of the US population and a
significant number of major businesses and local administrations have declared that they will
continue the fight against climate change, despite what the federal administration might do.? It is
therefore possible that the country will officially exit but practically retain virtuous climate-change
action. As the US will, in any case, become more isolated in its position, this will probably reinforce
EU and Chinese leadership, moving other signatories closer to their side, even those that are
currently less convinced. Turkey will then have to face the possibility of either confirming its still
unclear climate commitment (possibly with the ratification of the agreement and then with a
revision of its inadequate INDC by 2019) or choosing the unpopular option of following the US and
losing a significant chance of cooperation with key partners (primarily, the EU) - the second being
the less likely option. A successful Paris Agreement will provide the political framework for the
energy transition - thus further increasing the role of renewables (increasing cooperation and
possibly leading to convergence, as described in 2.3), probably threatening that of gas (partially
leading towards conflict, as in 4.3) and furtherly diminishing that of oil (promoting collaboration,
asin 3.3).

3 Including Bloomberg, Microsoft, the government of California, 331 mayors of American cities and many
others. Volcovici 2017, Medium 2017
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7. Driver: the possible new role of the G20

7.1 The global perspective

Thanks to its global remit but smaller size than other political platforms, the G20 can represent a
valid support for the energy transition, helping to find a common definition of the process and
achieve it on the global level - and also as an alternative or an aide to the Paris Agreement.

The G20 represents “75% of global energy demand, 80% of energy-related CO2 emissions and 80%
of the total global primary energy supply” (Li, Melnikova and Tanzler, 2016; IEA, 2016; G20, 2015).
The position of the G20 in energy security and the fight against climate change is then critical, in
that any progress in these countries regarding emissions reductions would significantly affect
global carbon output (Ravanis, 2016).

Although the G20 was designed primarily as a platform for global economic coordination and
cooperation, over the years its focus has shifted from economic crisis-management mode towards
cooperation on a broader range of issues including energy and climate change (Li, Melnikova and
Tanzler, 2016, p. 1) Today, the G20 acknowledges that energy security is “one of the guiding
principles for the transformation of our energy system” (G20 Leaders’ Declaration, 2017, p. 9) and
an inalienable part of the proper functioning of world markets. Indeed, since 2008, energy has
been a recurring theme at every G20 summit - albeit with differing emphasis over the years.

While Article 24 of the 2015 Antalya Summit Declaration labels the UNFCCC “the primary
international intergovernmental body for negotiating climate change” (G20 Leaders’
Communiqué, 2015, p. 6), the G20 has been instrumental in changing the global narrative on the
energy-climate nexus, by highlighting low-carbon economies and encouraging the private sector
towards “environmentally sustainable and low-polluting investments” (Ravanis, 2016).

The G20’s wide range of members is an advantage for effective dialogue among different regional
actors, with both established and emerging powers represented on an equal footing. This firstly
addresses and overcomes the “representation deficit and strengthen[s] multilateral regional and
global approaches” (Van de Graaf and Westphal, 2011, p. 26). It also presents a welcome
opportunity for the EU to communicate its policies on energy transition and climate-change
targets to partners such as Russia and Turkey on an institutional platform. Through the G20, these
actors can build on the Paris Agreement to facilitate global action and to realize the important
task of devising strategies for actual implementation of its commitments. However, this diversity
brings one notable handicap in that each member has different energy-security concerns, national
priorities and interests, making unanimous solutions challenging (Bradshaw, 2010; Van de Graaf
and Westphal, 2011, p. 26).

The existence of these diverse interests was expected to create further fragmentation in climate-
change-mitigation policies in the aftermath of Trump’s decision on the Paris Agreement. Despite
fears that Indonesia, Russia, Saudi Arabia or even Turkey (Friedman, 2017) would take the US
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decision “as an opportunity to weaken support for Paris, none did” (Goldwyn, 2017). On the
contrary, the reaction from the other 19 members was that “the Paris Agreement is irreversible”
(G20 Leaders’ Declaration, 2017, p. 10). The US position actually strengthened the international
climate consensus (Goldwyn, 2017).

7.2 The impact on the EU and Turkey

From the EU perspective, two prominent members of the Union, France and Germany, also
recounted their sensitivity regarding climate change in the G20 context. German Chancellor
Angela Merkel stated on 8 July 2017 that “[w]e feel committed to what we agreed on and [that it]
should be implemented as quickly as possible” (CBS News, 2017), and incoming French President
Emmanuel Macron argued that Trump was making “a mistake for the future of the planet” (Meyer,
2017). Taking into account that in the Turkish presidency as well, climate change was labelled “one
of the greatest challenges of our time” together with greater emphasis on energy security, the
G20 can offer an additional platform for EU-Turkey cooperation on energy and climate change.

Moreover, the G20 Hamburg Climate and Energy Action Plan for Growth’s emphasis on natural
gas was evaluated as evolutionary with regards to the “‘renewables only ideology’ reflected in
previous multilateral statements on energy and climate” (Goldwyn, 2017). The document states
that

“natural gas can play an important role in the energy transition, moving towards a low
greenhouse gas emission energy future, including ... providing increased flexibility for the
integration of variable renewable energy. A secure supply of natural gas depends on timely
investments, diversification of sources, suppliers, and routes. G20 economies will
endeavor to improve the functioning, transparency and competitiveness of gas markets,
with a strategic view of the gas supply chain, including LNG at the global level. (G20
Hamburg Climate and Energy Action Plan for Growth, 2017, p. 7)”

7.3 A chance to talk: the role of the G20 in the climate and energy dialogue

Increasing emphasis on climate change and energy security in the G20 context signals room for
further dialogue and collaboration - especially between the EU, Turkey and Russia - thus
representing a chance to increase cooperation between Turkish and European energy policies.

Indeed, the G20 framework can work positively in two ways for the EU and Turkey. First, it could
provide a smaller and better-suited platform on core energy and climate topics than the ones that
have historically dealt with the topic - some being too small and excluding Turkey (the G7 and G8),
and others risking being too big to achieve success (the UNCCC and the Paris Agreement, for
example). The possibility of the fragmentation of the parties inside the Paris Agreement due to
the US exit, for instance, could be compensated for by strong unity from the majority of G20
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countries, as showed by the declarations following the US announcement - and perhaps
contributing to the possibility that the country will not actually exit.

In addition, the presence of other countries outside the EU and Turkey will help to mediate
positions that would otherwise be irresolvable - as in the aforementioned case of the focus on gas
as an alternative to the “renewables-only ideology”. For instance, if other countries that currently
heavily focus on coal - such as Russia, and perhaps the Trump Administration - were instead to
turn towards the phase-out of the resource, this would probably push Turkey towards the
abandonment of its current coal plans.

8. Conclusion

In the age of energy transition, the quest for energy security while mitigating the adverse
implications of energy choices for climate change lies at the intersection of the EU’s and Turkey’s
interests. Energy security is defined by the IEA as “the uninterrupted availability of energy sources
at an affordable price” (IEA, 2017). The European Union has adopted a more comprehensive
approach by integrating environmental issues and sustainability into its definition of energy
security:

Ensuring, for the well-being of its citizens and the proper functioning of the economy, the
uninterrupted physical availability of energy products on the market at a price which is
affordable for all consumers (private and industrial), while respecting environmental
concerns and looking towards sustainable development. (European Commission, 2010)

The EU Green Paper “A 2030 Framework for Climate and Energy Policies” also presents a critical
framework linking climate and energy policies (European Commission, 2013). Although entirely
eliminating energy dependency is not a realistic goal, reducing it while meeting sustainable-
development goals is crucial. Turkey’s Strategic Plan 2015-19 stresses that, as the rules of the
global energy “game” are changing, reconciling economic growth, energy demand, energy
efficiency and environmental harmony is critical (Yildiz, 2015). The report acknowledges the risks
associated with Turkey’s high energy dependency, and identifies the main themes of its energy
strategy as security of energy supply, energy efficiency, good governance, regional and
international effectiveness, technological innovation and the improvement of the investment
environment (Turkish Ministry of Energy and Natural Resources, 2015). The themes of “Security
of Energy Supply” and “Regional and International Effectiveness” are also closely linked to the
country’s foreign policy.* In reconciling domestic energy-security challenges with international
environmental goals, addressing climate change constitutes one of the most challenging tests for

4 For a comprehensive analysis of the interaction between Turkey’s quest for energy security and its foreign
policy implications, see Sever-Mehmetoglu, Duygu and Yilmaz, S. (2016) “Energy Dynamics in Turkish Foreign
Policy: Asset or Liability?” Uluslararasi lliskiler/ International Relations, 13 (52): 105-128.
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the binding nature of global agreements and the credibility of international regimes - especially
considering the remarkable threats that climate change will pose, and is posing, through, for
instance, its impact on food security and extreme climate events.

As certain drivers inside the transition will lead to cooperation and even convergence
(renewables) and some possibly to conflict (gas in the medium-to-long term), the final outcome
will be determined by the trends that these drivers will follow and by the political willingness of
the EU and Turkey to be inside or outside the process, and to what degree. This question is mostly
relevant for Turkey, assuming that the EU seeks to maintain its political and technological
leadership of the energy transition through its coordinating role inside the Paris Agreement, its
primacy on renewables and its constant work on market and financial measures to foster the
process.

In the short term, the leading drivers of the phenomenon will probably contribute to the
cooperation of the Turkish and European parties. Renewables are set to grow, increasing the
scope of cooperation between the two - also considering that, at least for the moment, Turkey
will hold its commitment to the Paris Agreement. As interconnections and energy storage are,
however, still lagging behind, this renewables growth is not expected to displace gas but rather
coal - asis already happeningin the EU - perhaps slowing Turkey’s attempt to promote the national
production of solid fuels. In a particularly positive scenario, the current trends can lead to
convergence if renewables increase their economic convenience and if Turkey puts aside its
ambitions on coal. Reaching such a convergent path will depend heavily on where Turkey chooses
to spend its political budget - whether on coal or renewables, two highly competing generation
options, which have thus far received equal attention in Turkey’s energy policies (perhaps with a
slight preference for coal). Finally, considering the urgency of the diversification need of both the
EU and Turkey, and their current high level of consumption, gas will represent a positive chance
for cooperation in any case in the short term.

In the medium term, uncertainty will be particularly relevant for the destiny of the energy
transition, and thus for the chances for cooperation or conflict. Indeed, it is not clear whether gas
will increase or decrease its importance if Turkey’s plans for coal were to be realized alongside the
EU’s target of fully integrating renewables. We can then expect two options. One might be a
steady continuation of the transition, and thus further cooperation between Turkey and the EU,
which can become convergence if, in the short term, the two have already increased their
collaboration on renewables and if the share of coal in Turkey does not increase. We might instead
witness a temporary slowdown of the process, with a partial increase of coal consumption in
Turkey and, generally speaking, a stalling in the development of renewables - leading to conflict
smoothed by increased cooperation in the gas sector. However, considering the current
technological expansion and the progressive lowering of barriers to renewables investment, the
second option appears to be the less likely.

m This project has received funding from the European Union’s Horizon 2020 research and innovation
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Indeed, the long term is far more promising for the energy transition because of the assumed
diminishment over time of technological, financial and regulatory barriers to renewables. Thus,
cooperation is likely to be expected thanks to all drivers but gas; if renewables do indeed boom,
many member states will seek to reach a zero-carbon energy mix, also aiming at significantly
reducing external dependency and substantially diminishing the role of gas in the mix. This
cooperation would, however, be dependent on which stage of the transition Turkey had reached
at the time, and its political commitment, which, unlike the EU’s, is too unclear at the moment to
make definite forecasts.

Generally speaking, the scenarios depicted above will probably lead to further cooperation
between the EU and Turkey in both the short and the long term. Indeed, the size and economic
convenience of the transition, and the global dimension of the process (as in the case of the Paris
Agreement) will probably convince Turkey to be involved - and thus to move closer to the
European position. Yet, the heterogeneity of the variables involved and the significant amount of
uncertainty related to key elements of the transition - gas in particular, but also oil - threaten the
chances for steady convergence, which might instead be achieved only for some of the drivers
involved (renewables mostly).
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The FEUTURE consortium consists of 15 renowned universities and think tanks from
the EU, Turkey and the neighbourhood.

Coordination Office at University of Cologne:

Project Director: Dr. Funda Tekin
Project and Financial Manager: Hanna-Lisa Hauge
Email: wessels@uni-koeln.de

Website: www.feuture.eu
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