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Letter from the Editor 
�
Dear Readers, 
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Energy security with its two 
crucial components: diversity 
and finding reliable, 
sustainable and affordable 
energy sources has a vital 
role to play in a country’s 
welfare and growth structure 
 
 
 
 
 
 
 
 
Being located in a region that 
is between the richest energy 
resources and energy 
demanders, Turkey plans to 
be an energy terminal 
between the East and the 
West 
 
 
 
 
 
 
 
 
Three refineries while 
meaning $15 billion of 
investment and new 
employment opportunities for 
about 3000 people; in the final 
analysis would also contribute 
to the attractiveness of 
western route for the 
countries in the Caspian 
region 
 
 
 
 
 
 
 
 
 
 
 
 
 

Hasan Selim Ozertem  
 
USAK’s Energy Review 
Editor 
 
 

Is Turkey Back in the Game?: New Deal with Iran 
and Nabucco! 

 
In today’s world, competitiveness and sustainability are among the most important 
issues of the world economy. In this sense, energy security with its two crucial 
components: diversity and finding reliable, sustainable and affordable energy 
sources has a vital role to play in a country’s welfare and growth structure. 
 
Being located in a region that is between the richest energy resources and energy 
demanders, Turkey plans to be an energy terminal between the East and the West. 
In this context, Baku- Tbilisi-Ceyhan (BTC) crude oil pipeline and Baku-Tbilisi-
Erzurum gas pipeline are two projects –up to a point- helps Turkey to diversify its 
sources and increase its geopolitical importance. Moreover, these two also help 
Azerbaijan and Georgia in political and economical sense. 
 
Turkey’s political ambition to become an energy terminal mostly relies on the 
projects like Samsun-Ceyhan crude oil pipeline that links Turkey’s northern coast to 
southern coast, Nabucco and surely on BTC. (There are also other projects like 
Turkey-Greece natural gas pipeline etc.)  These projects basically aim to transfer 
Caspian region’s rich hydrocarbon resources via Turkey to the Western markets. 
Moreover, being mostly dependent on Russia, the EU also sees the route that would 
pass via Turkey as a good alternative for Russia. Liam Fox states the critical role of 
Turkey by saying “No energy security strategy can work without the support and 
cooperation of these two states [Norway and Turkey].”2  
 
However, being aware of this fact, beginning from this year’s second quarter Russia 
has begun to take an aggressive initiative in this energy game. Firstly, signing an 
agreement with Greece and Bulgaria for the construction of Burgas- 
Alexandropoulos crude oil pipeline, Russians made their first strike to Turkey’s 
Samsun-Ceyhan project. After that Calik Group has started to the construction of 
Samsun-Ceyhan with its Italian partner ENI just before Putin’s unexpected visit to 
Kazakhstan and Turkmenistan. After this visit the future of the pipeline was a big 
dilemma, however this week three licences were given to both national and 
international companies for the establishment of new refineries in Ceyhan; the final 
destination both for Samsun-Ceyhan and BTC. It can be said that these three 
refineries while meaning $15 billion of investment and new employment opportunities 
for about 3000 people; in the final analysis would also contribute to the 
attractiveness of western route for the countries in the Caspian region.  
 
Following Putin’s visit to Central Asia everybody thought that Russia’s new deals 
with Kazakhstan and Turkmenistan were big strikes that would deeply damage 
Turkey’s ambition to become an energy corridor between East-West and North-
South directions. In his visit, Putin made a deal that strengthens the existing supply 
agreements between Russia and the other two countries. In addition, they agreed to 
rehabilitate existing oil pipelines between Russia and Kazakhstan and build a new 
gas pipeline beginning from Turkmenistan that would pass via Kazakhstan and then 
reach to Russia. However, energy wars are not that simple. It is important to 
eliminate the others if you do not want any substitutes that could weaken your 
monopolistic position. In this framework, Russia, in a way to fully by-pass Turkey 
announced a new project of hers; South Stream. This was a big shock for Turkey, 
because it was targeting directly the potential consumers of Nabucco.  
 
After these developments Turkey decided to give impetus to her energy policy and 
has begun to look for new suppliers that can feed Nabucco pipeline. In this 
framework, the new Memorandum of Understanding (MoU) signed with Tehran 
which makes it possible for Turkey to turn back to the game. According to new deal, 
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However, energy wars are not 
that simple. It is important to 
eliminate the others if you do 
not want any substitutes that 
could weaken your 
monopolistic position. In this 
framework, Russia, in a way 
to fully by-pass Turkey 
announced a new project of 
hers; South Stream 
 
 
 
 
 
Today, the primary natural 
gas supplier of Turkey is 
Russia and she is highly 
dependent to Russian gas in 
this respect (about 60% of 
consumed gas came from 
Russia in 20061). Thus, this 
agreement would help Turkey 
to decrease her dependence 
to Russia. 
 
 
 
 
 
 
 
Also, reached agreement 
makes Iranian route possible 
for Turkmenistan and this 
might be a big step for the 
integration of this country to 
Nabucco; transportation of 
Turkmen gas via underneath 
the Caspian is a big problem 
due to unresolved status of 
this sea. Russian route is also 
not possible due to obvious 
reasons 
 
 
 
 
 
 
 
 
 
 
 
 
 

Turkey will operate three gas phases in South Pars region of Iran with National 
Iranian Oil Company. Furthermore, Iran agreed to the transportation of exploited gas 
via Turkey to Europe and will permit Turkmen gas to pass via Iranian territory and 
then to join Nabucco pipeline. It is assumed that exploited oil would be equal half of 
Turkey’s natural gas consumption.  
 
The possible outcomes of this MoU would be multi-dimensional. Mr. Laciner, head of 
ISRO, claims that for Turkey Iraqi, Iranian and Russian gas has economic 
importance, but the transportation of Caspian Region’s hydrocarbon reserves via 
Turkey also has political aspects. 
 
Today, the primary natural gas supplier of Turkey is Russia and she is highly 
dependent on Russian gas in this respect (about 60% of consumed gas came from 
Russia in 20063). Thus, this deal would help Turkey to decrease her energy 
dependence on Russia. 
 
On the other hand, -apart from political disruptions- having the world’s 15.5%4 of total 
natural gas reserves and being geographically so close to Turkey, Iran might 
become a reliable, economic and sustainable center for both Turkey and in the long 
term for the EU.   
 

 
 

Table1- Nabucco Pipeline 
 

Also, reached agreement makes Iranian route possible for Turkmenistan and this 
might be a big step for the integration of this country to Nabucco; transportation of 
Turkmen gas via underneath the Caspian is a big problem due to unresolved status 
of this sea. Russian route is also not possible due to obvious reasons. 
 
For the Western world, beside its advantages on diversification of energy resources, 
this new deal with its possible projections in the future like transporting gas via 
Turkey to Ukraine will help Ukraine’s democratization and integration process with 
the EU. As known, recently Russia used her energy card as a leverage on Ukraine’s 
politics and caused economic problems in this country. Moreover, a new area of 
cooperation between Ukraine and Turkey can be created. Last but not the least, 
these new projections can serve the US and the EU interests by decreasing Russian 
influence on aforementioned countries in the Eurasian region. 
 
In Iranian perspective this MoU has various advantages. First of all, there is a policy 
of isolation that is being implemented against Iran by the US. Especially, the ILSA 
sanctions prohibit making investment in Iran that exceeds $20 million. Moreover, 
from time to time the US government warns the countries -as it warned India in 

                                                 
1BOTA� , Retrieved from: http://www.botas.gov.tr/faliyetler/dg_ttt.asp on 15 July 2007. 
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Latest agreements and 
Memorandum of 
Understandings are vital 
steps that Iran could survive 
from this vicious circle and the 
Foreign Direct Investment 
(FDI) that would come to the 
country might have positive 
economic impacts. 
 
 
 
 
Turkey and the EU attach 
utmost importance to 
diversification of their energy 
resources and the Nabucco 
project is high on their energy 
security agenda. The main 
problem is to find the 
necessary gas to feed the 
pipeline. On the other side of 
the medal, finding the 
required financing is another 
challenge.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

20055- who would like to cooperate with Iran particularly in energy sector. After these 
sanctions and due to lack of investment, today, Iran is in a situation that it could not 
exploit its rich hydrocarbon reserves in adequate terms. Latest agreements and 
Memorandum of Understandings are vital steps that Iran could survive from this 
vicious circle and the Foreign Direct Investment (FDI) that would come to the country 
might have positive economic impacts. As can be recalled, recently Iran has started 
fuel rationing and this caused big reactions in the society against Ahmedinejad 
administration. Moreover, selling gas to Europe Iran would politically gain a stronger 
position.  
 
 
Even though this deal is a good score against Russia’s recent moves and might 
have positive repercussions in the future, the success of it depends on several 
variables. Firstly, it is known that both Turkey and the EU attach utmost importance 
to diversification of their energy resources and the Nabucco project is high on their 
energy security agenda. The main problem is to find the necessary gas to feed the 
pipeline. On the other side of the medal, finding the required financing is another 
challenge.  
 
Even if the EU and the consortium of the Nabucco project could find the necessary 
capital to carry on, the attitude of the US would be an important indicator. The first 
impression is that the US is really disturbed with this new cooperation between Iran 
and Turkey and closely follows the developments. Moreover, the political will and 
determination of the both sides would directly affect the destiny of the project. As 
stated before Russia plays the game so aggressive and getting late would make all 
these efforts meaningless. If Turkey and the EU succeeds to integrate Turkmenistan, 
Iraq and may be Kazakhstan to the project, Nabucco and western route might 
represent a good alternative for both suppliers and demanders and decrease their 
dependence on Russia and help western world to regain its power of influence in 
Central Asia. Lastly, it should be stated that the dispute going on between Iran and 
the US is a delicate issue for the future and the security dimension of the project. 
 
Hasan Selim Ozertem is the editor of USAK’s Energy Review 
 
For your comments: 
 
hozertem@gmail.com  
 
 
 

 

                                                                                                                                                                            
2 Liam Fox, Energy the New Cold War, The Sunday Times, 15 July 2007. 
3BOTA� , Retrieved from: http://www.botas.gov.tr/faliyetler/dg_ttt.asp on 15 July 2007. 
4 BP Statistical Review 2007 
5 For detailed information: US Concerned About India-Iran Pipeline Project, VOA News, 17 March 2005. 
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The pipeline is designed to 
transport up to one and a half  
million barrels per day. There 
will be constructed 4 pumping 
stations and 1 pressure 
reducing station for better 
transporting of the crude oil 
 
 
 
 
 
Construction of the pipeline 
conducted by the Italian 
company ENI and Turkish 
Çalik Enerji company. It’s 
planned that the project would 
be completed by 2010. 
 
 
 
 
 
Known for its reputation of 
independent decision-making 
ENI this time has remained 
true to itself, continuing the 
search alternative routes for 
the delivery of hydrocarbons 
to the European markets. This 
condition will also guarantee 
ENI the opportunity keep 
pursuing own independent 
policies.  
 
 

Rovshan Ibrahimov  
Editor in Chief of USAK 
Energy Review 
 

Samsun-Ceyhan, What Are The Chances?  
 
 
On 24 April 2007 with the participation of the Italian Minister for Economic 
Development Pierluigi Bersani and the Turkish Minister for Energy & Natural 
Resources Hilmi Guler, ground breaking ceremony for the new Samsun-Ceyhan 
pipeline was held. This pipeline linking two Turkish ports Samsun on the Black Sea 
and Ceyhan, located on the shores of the Mediterranean Sea.  

 
The main parameters of the pipeline are length of 555 km; the diameter of the pipe 
varies between 42 to 48 inches. The pipeline is designed to transport up to one and 
a half million barrels per day. There will be constructed 4 pumping stations and 1 
pressure reducing station for better transporting of the crude oil. The pipeline 
originates from Sariz, and then will run along the pipeline Baku-Tbilisi-Ceyhan 
pipeline until Ceyhan port. It also provides tank farm in Samsun will have storage 
capacity of 6 million barrels and the additional tank farm in Ceyhan 8 million barrels.  

 
Construction of the pipeline conducted by the Italian company ENI and Turkish Çalik 
Enerji company. It’s planned that the project would be completed by 2010. The total 
project approximately cost is about 2 billion dollars. For the first time, the project has 
been planned since 2003, when the company ENI sought ways to transport crude oil 
produced in the northern part of the Caspian Sea, in other words from Kazakhstan. 
By the time there are functioned Caspian Pipeline Consortium through which 
produced Kazakh oil transported through Russia to the port of Novorossiysk on the 
Black Sea. 

 
Known for its reputation of independent decision-making ENI this time has remained 
true to itself, continuing the search alternative routes for the delivery of hydrocarbons 
to the European markets. This condition will also guarantee ENI the opportunity keep 
pursuing own independent policies.  

 
It was estimated that sooner or later 
the Turkish Bosporus straits will not 
be able to take all the volume of oil 
that will flow into the Black Sea ports 
for the transport of their tankers to 
world markets. Peak for excessive 
quantities of oil production in 
Kazakhstan and Azerbaijan were to 
grow by nearly half. Russia also 
increased their production. And even 
if the construction of the Baku-
Tbilisi-Ceyhan pipeline that could be 
successfully completed, it would 
have enough oil, which could be 

transported through the pipeline Samsun-Ceyhan. But the events of recent months, 
jeopardizing the possibility of finding a free volume of oil transportation through this 
pipeline.  

 
In early April of this year, Romania, Serbia, Slovenia, Italy and Croatia, and 
representatives of the European Commission signed Zagreb Declaration on the 
construction of Pan-European pipeline, which will connect the Romanian Black Sea 
port of Constanta to the Italian city of Trieste on the Adriatic Sea. This pipeline also 
will be built with the purpose to bypass the Turkish straits and it is scheduled to 
exports of oil from the Caspian region. It should be noted that this pipeline has not 
agreed with producers of oil in the Caspian Sea oil volumes. And it is possible that 
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this pipeline will actively compete for oil transportation with Samsun-Ceyhan pipeline. 
 

However, the main rival to take the pipeline project Burgas-Alexandropoulos signed 
15 March 2007 in Athens, by the involved ministers of the three countries, under the 
presence of their leaders, Vladimir Putin (Russian president), Sergey Stanishev 
(Bulgarian prime-minister), and Kostas Karamanlis (prime-minister of Greece), the 
project will be the main competitor Samsun-Ceyhan, because one side of this project 
is Russia, a major supplier of oil to the Eurasian area. 

 
Worse still, Kazakhstan also plans to join the project, which means that oil from 
Kazakhstan will pass through this pipeline. By 2012 Kazakhstan will join the Baku-
Tbilisi-Ceyhan pipeline and additional quantities of oil transportation through the 
Turkish pipeline, there simply may not be. What can a draft Samsun-Ceyhan if first 
glance a non profitable condition?  

 
In the first place is worth noting that the completion of the project is calculated to 
210, while the Burgas- Alexandropoulos pipeline project will be completed only by 
2012. During those two years, the supply of crude oil can be carried out through the 
pipeline and participants in the project will enter into a stable relationship with 
manufacturers, which in the future also may wish to export oil through this pipeline. 
But actually increase the chances of the project may be transformation of the port of 
Ceyhan to a centre of the oil industry, where the refinery constructions are planned. 
The participants of these projects are Indian and Azerbaijani companies. SOCAR 
with the Turkish company Turcas plans to build here refinery, at a cost of five billion 
dollars. India also plans to construct a refinery with a similar capacity.  

 
For that reason it will be required to deliver additional portion of crude oil to the port 
Ceyhan, from which this oil now has been exported in the world markets. It seems  in 
this case may be that the owners of these refineries themselves will buy oil from 
suppliers, particularly from Russia and Kazakhstan, and will be interested in 
transporting oil via Samsun-Ceyhan as being the shortest and cheapest way.  

 
This hypothesis enforced especially with the desire of Indian Oil Corporation which is 
announced that it will have a 12.5% stake in the pipeline project. The Indian 
company will be particularly interested in the transport of crude oil through Samsun-
Ceyhan to own plant. Another factor increasing the chances of Samsun-Ceyhan for 
fulfilling of the pipeline is to the Azerbaijani company SOCAR with Kazakhstan to 
privatize part of the Turkish petrochemical company Petkim. In the case of 
successful purchasing of Petkim by Azerbaijan and Kazakhstan these two countries 
will be interested to transport oil to Ceyhan and for this purpose for Kazakhstan one 
route can be Samsun-Ceyhan pipeline.  
 
 
 
For your comments: 
rovsen@azerimail.net 
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“Water Pollution Control” 
Direction of Turkish Ministry 
of Environment, dated 31st 
December 2004 numbers 
25687. On Table 22-23, it is 
clearly stated that sea water 
discharge is limited to 35 
degrees Celsius. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Haluk Direskeneli  
Energy Expert 
 

Thermal Power Plants Deep Sea discharge 
regulations on Mediterranean Coast 
�
Last week I received a question/ a request from an experienced power plant 
engineer from a different country. He says that he was interested to find some data 
about the seashore (Mediterranean) located power plants - based on public 
references.  Specifically, he would like to know what would be the temperature rise in 
the seawater cooled condensers. Is there any environment protection law in Turkey 
that limits this value (or the maximum discharge temperature)?  What he would like 
to know, as "neighbors" on the Mediterranean Seashore, if there is any environment 
protection law in Turkey limiting the temperature of the power plant discharge 
cooling seawater (or the temperature increase).  Such laws are in effect in the USA, 
Japan, and since Turkey has recently built seashore power plants and this is the 
reason he would like to try to look for an answer there.  
 
I asked my trusted friends to help to answer the question. One of my experienced 
friends, who worked in Jubail Desalination plant in Saudi Arabia, shared his 
experience. Saudis have a big desalination plant in Jubail. They pump huge amount 
of desalinated purified waster to Riyadh city almost 400 km west of  Jubail. 
Desalination plants have also thermal power plants nearby. The Gulf sea water in 
Jubail, which would be approximately at 34-36 degrees Celsius, is used in water 
cooling systems of the thermal power plant. The plant operators first pump the 
outgoing discharge water into an artificial pond/ lagoon to dilute the hot water with 
ambient sea water to reduce the water temperature.  That pond has approximately 2 
km diameter in construction. He told that he caught   lots of fish each with 
approximately 2 kg in weight within 2 hours of boat sailing, since hot water   was a 
quite comfortable place for tropical fauna. 

 
Another friend of mine advised me to 
review the   “Water Pollution Control” 
Direction of Turkish Ministry of 
Environment, dated 31st December 2004 
numbers 25687. On Table 22-23, it is 
clearly stated that sea water discharge 
is limited to 35 degrees Celsius.   
However whatever would be the dilution 
rate, Sea water can not exceed 35 
degrees Celsius, and moreover During 
June- September period, Deep water 
sea discharge can not be increased 
more than 1 C degrees, in all other 
months it can not be increased more 

than 2 degrees however if seawater is less than 28 degrees Celsius then 
seawater deep sea discharge can be increased not more than 3 degrees Celsius   
 
 
Doc file of  the subject Direction in Ministry of Environment  web site is as follows, 
  
http://www.cevreorman.gov.tr/yasa/y/25687.doc    
 
Still, my foreign colleague is not satisfied, and he stated that he doubt that the 
Turkish Power Plants on the Mediterranean shore are cooled with only 1 to 3 degree 
Celsius seawater temperature increase.  Under such a strict condition they need 
huge seawater flows!!! 
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I really wonder if the imported 
coal firing SUGOZU 2x 660 
MWe Thermal Power plant in 
Yumurtalik meets that 
environmental condition. 
 
 
 
 
 
 
I personally feel that imported 
coal firing thermal power 
plants are not suitable for our 
country, since they have 
“energy supply risk” as well as 
they bring ask/ sulphur/ CO2 
emissions/ dirt and huge 
pollution to our sea ports. 
They also  block the 
development of our local 
indigenous lignite. 
 
 
 
 
 
 
 
There is no deep sea water 
injection that is purely direct 
water injection to the ambient 
sea water. We normally 
retrieve cool water from deep 
sea and discharge the 
outgoing plant cooling water 
into sea surface. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
He thinks that the thermal power plants on Turkish Mediterranean coast should have 
special permits since they cannot meet the conditions of the Direction. Moreover the 
hot water at the plant discharge could allow some nice tropical fish to live in such as 
big size dangerous sharks, etc. 
 
Thank you very much!   Still, I doubt that the Turkish Power Plants on the 
Mediterranean shore are cooled with only 1 to 3 degree Celsius seawater 
temperature increase.  Under such a strict condition they need huge seawater 
flows!!! 
  
We should not get provoked immediately. We need to review situation in cold 
thinking. 
 
I really wonder if the imported coal firing SUGOZU 2x 660 MWe Thermal Power 
plant in Yumurtalik meets that environmental condition. 
 
It is my feeling that the thermal power plants in Aegean, Marmara, Black Sea coasts 
can meet and satisfy that discharge temperature limitations since the overall 
seawater temperature is quite low there. 
 
I personally feel that imported coal firing thermal power plants are not suitable for our 
country, since they have “energy supply risk” as well as they bring ask/ sulphur/ CO2 
emissions/ dirt and huge pollution to our sea ports. They also  block the development 
of our local indigenous lignite. 
 
We really wonder if our authorities make regular / periodical sea water discharge 
controls on SUGOZU. 
 
Isn’t that thermal power plant  owned by Oyak group of Turkey with Siemens and 
Steag of Germany? 
  
Another friend of mine who worked in the local site management of the subject 
thermal power plant disclosed the following information. That is almost 7 years after 
groundbreaking at site. Plant is in smooth operation, getting imported coal from 
Columbia and generating electricity for the country and earning money for the 
investors. However when it was the time they applied for “Environmental Impact 
Report”, the design parameter was based on limitation of sea water temperature not 
more than 35 degrees Celsius. However that is not possible with the existing 
average sea water around the thermal power plant.  So decision makers advised that 
the existing direction would be modified in time to be in parallel with the design 
parameters.  Therefore the existing power plant water Deep sea discharge   should 
exceed the limitations.   
 
Life on seashore in on a delicate knife edge natural balance. If you increase the 
seawater by 2 degrees at almost a random time frame, the creatures, flora and fauna 
cannot fit their lives into new conditions.  They do not live with Ministerial directions. 
They have their own natural directions. They do not live in hot springs. So only the 
fittest creatures will continue to survive, they are single cell planktons. All other fish 
species are endangered. New bigger and dangerous creatures are invited, such as 
sharks and others. The return to the early stage would take centuries. 
  
There is no deep sea water injection that is purely direct water injection to the 
ambient sea water. We normally retrieve cool water from deep sea and discharge 
the outgoing plant cooling water into sea surface. 
 
11 x 400 MW Shoaiba (Saudi Arabia)  Thermal power plant water is  taken from  -
25m  of Red Sea at about 22 to 25 degrees Celsius, and with  7degree Celsius  
maximum temperature increase it is discharged at 29  32 degree Celsius which is 
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We are not in position/ nor 
have any right to change the 
natural laws of the world, 
otherwise we pay back dearly. 
 

almost the same temperature at sea surface.  Each unit consumes approximately    
57,500 m3/hour, total 632,500 m3/hour sea water is pumped in cooling process.  
That is said to be minimum effect to the sea life.  That much sea water in chlorine 
then all planktons inside are eliminated, and treated with “residual chlorine” and 
delivered back to the sea water.  Any statement saying “No impact on deep sea 
water life” is absolutely meaningless. 
 
For Sugoze 2x 660 MWe thermal power plant, our nearby seawater temperature is 
28 degrees Celsius. The water cooling circulation per units is estimated to be 
55,000-60,000 m3/hour, so the temperature increase should be around 10- 11 
degrees Celsius in single pass cooling. That yields a discharge water temperature of 
37 degrees Celsius. 
 
We need to check where we make the discharge, at what distance and at what dept 
of the sea. We talk about Mediterranean Sea, not a river basin. Any temperature 
difference as low as 1-2 degrees Celsius will make some creatures in more 
advantageous and some creatures at less advantageous situation. 
 
We are not in position/ nor have any right to change the natural laws of the world, 
otherwise we pay back dearly. 
 
Your comments are always welcome�
�
��������	
��
�
��
���
	�����������
������������������	�����������
HalukDireskeneli@tr.net 
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Iraq, sitting on the world’s 
third-largest oil reserves, 
debates for finalizing the draft 
oil law, which is important for 
attracting the foreign 
investors and the rebuilding 
of the country. 
 
 
 
 
 
 
The main question discussed 
is what the law will bring to 
Iraqi people, international 
community and whether it is a 
requirement for Iraq? Could 
law change the perception of 
foreign investors to the 
region? Is the law bring forth 
a change about the policies 
of Turkey? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Isil Akbulut  
USAK’s Energy Review 
 

Dilemma: Iraq New Revenue Law 
 
Iraq is on the threshold of a radical change in the history. Iraq, sitting on the world’s 
third-largest oil reserves, debates for finalizing the draft oil law, which is important for 
attracting the foreign investors and the rebuilding of the country. The draft oil law was 
endorsed by Iraqi Cabinet after the approval of Iraqi and the Kurdistan Regional 
Government, however, the debate on New Oil Revenue Law was delayed by the Iraqi 
Parliament with the protest of opposing groups under the influence of Muqtada al-
Sadr. The main questions discussed are what the law will bring to Iraqi people, 
international community and whether it is a requirement for Iraq? Could law change 
the perception of foreign investors to the region? Is the law bring forth a change about 
the policies of Turkey? 
 
At first, the importance of the Iraqi oil and the natural gas is unquestionable in the 
situation of increasing oil demand in our industrial world. Managing Iraqi oil production 
could be an ultimate goal for the oil companies and states. According to report of HIS 
(the Source for Critical Information and Insight) on April 18,2007, Iraqi reserves 
contain nearly 116 million barrels, which is the third largest after the Saudi Arabia and 
Iran and in near time, current two million barrels of production capacity could be 
doubled. The Iraq Atlas, which is available from HIS, presumes that there could 
potentially be another 100 billion barrels of oil in the Western Desert of Iraq. 
According to the Iraq Atlas (2007), 435 undrilled prospects and non-commercial 
discoveries, and 81 producing fields and commercial discoveries are contained in Iraq 
totally. Iraq belongs to the most crucial oil reserves of the world, by the Oil and Gas 
Journal; Iraq has 110 trillion cubic feet (TcF) of proven natural gas reserves.  
 
However, having these much rich reserves due to lack of infrastructure Iraq cannot 
refine enough of its own oil for its own consumption and has to import distilled oil. As 
you see can from the chart below from the EIA, although the production remains 
steady especially after 2004, the oil consumption increases.  
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“The oil and gas are owned 
by all the people of Iraq in all 
Regions and Governorates”. 
Considering the purposes of 
the law, it establishes the 
regime for the management 
of Petroleum Operations in 
the Republic of Iraq and aims 
to build upon existing 
cooperation between the 
relevant Ministries in the 
Federal Government 
Administration and 
discussions among the 
Federal, Regional, and 
Producing Governorates’ 
authorities (Council of 
Ministers Oil and Energy 
Committee). 
 
 
 
 
 
 
The new law –if it is to be 
ratified by the parliament- 
would be milestone in the 
history of Iraqi oil, because 
the law privatizes the oil 
reserves of the country, 
which was nationalized by 
Saddam Hussein in 1972 
 
 
 
 
 
 
After the revolution of 
Kassem in 1958, Britain and 
the United States continued 
to profit due to the promise of 
Kassem not to nationalize the 
oil. Kassem announced to 
end the negotiations between 
the government and IPC and 
gave the permission to the 
exploitation of the reserves. 
 
 
 
 
 
 

 
                     
According to the statistical report of British Petroleum Company (BP) in 2007, it is 
seen that the proved oil reserves are increasing between the years 1980-1990. 
However, the oil production drastically decreases from 2.6 million barrel per day to 
0.3 million barrels a day when we came to 1991. As parallel with the BP’s report, the 
chart above indicates the sharp reduction in the Iraqi oil production after 1990. Under 
resolution 661 of UN Security Council, the imports originating Iraq were prohibited by 
UN sanction and also all the assets of Iraqi Government was frozen by this resolution. 
As you can see from the chart, the production of oil increases beginning from 2003. In 
1996, UN decided that Iraq could sell oil for $1 billion spending one-third of the 
revenue for providing food and medicine. On 25 November 1996, the negotiations 
between Iraq Government and UN ended with the “Oil for Food” agreement permitting 
the $2 billion oil export half-yearly payment. With the UN resolution of 1153 in 1998, 
UN increased oil sale from $2 billion to $ 5, 2 billion, which brought about continuous 
rise in the oil production of Iraq. The sanctions of UN lasted for 13 years and after 
2004 the production of oil, which dropped with the Iraq War, increased to 2 million 
barrels in 2003 per day after the end of embargo and sanctions. 
 
Before focusing on the concerns about the law, revising the principles of the law could 
be explanatory. Since, according to the unofficial English translation of the draft of oil 
and gas law in the website of Oil Change International, the ownership of the 
petroleum resources is defined. As it was mentioned in the Article 1, “The oil and gas 
are owned by all the people of Iraq in all Regions and Governorates”. Considering the 
purposes of the law, it establishes the regime for the management of Petroleum 
Operations in the Republic of Iraq and aims to build upon existing cooperation 
between the relevant Ministries in the Federal Government Administration and 
discussions among the Federal, Regional, and Producing Governorates’ authorities 
(Council of Ministers Oil and Energy Committee). On the other hand, the law changes 
the system of property that foreign oil companies could invest for 25-30 years 
agreements. It means that the Iraq National Oil Company (INOC), which is fully 
owned by the Iraqi Government and based in Baghdad, loses the financial and 
administrative independence.  
 
When we look at the brief history of the Iraqi oil, we see a big challenge for the 
nationalization of oil reserves. The new law –if it is to be ratified by the parliament- 
would be milestone in the history of Iraqi oil, because the law privatizes the oil 
reserves of the country, which was nationalized by Saddam Hussein in 1972 (Country 
Studies).  When the importance of oil was recognized after the Industrial Revolution 
and the imperial period, the conflicts between the states emerged for the property of 
Middle East oil reserves. San Remo Conference, which was held in 19-26 April, 1920, 
was a turning point for the Iraqi oil, since the future of the Iraqi oil and the partition of 
Ottoman Empire was discussed in this conference after the World War I. After the 
discourses between Britain and France during the conference, Mosul was given to the 
mandate of Britain and the 25% of oil revenues was granted to the control of France.  
Moreover, the permanent control of any company established in order to develop 
Mesopotamian oil was provided to Britain by the conference.  Before the 1958 
revolution, there were contradictions between the Iraq Petroleum Company which 
controls the resource base of country, and the government established after the 
independence in 1932 from the mandate of Britain. 
 
Stork (1975) asserts even before the revolution in Iraq in July 1958, there were many 
areas of conflict between the government and the Iraq Petroleum Company (IPC) 
consortium that controlled the country’s entire actual and potential resource base. 
After the revolution of Kassem in 1958, Britain and the United States continued to 
profit due to the promise of Kassem not to nationalize the oil. Kassem announced to 
end the negotiations between the government and IPC and gave the permission to 
the exploitation of the reserves. 1968 military coup by the Revolutionary Command 
Council was a step for the nationalization of Iraqi oil. The ultimatum to the IPC by the 
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Iraqi people rejected to permit 
the decision of oil law behind 
the closed doors (People’s 
Weekly World Newspaper, 
2006) since they perceive the 
law as a threat to the state 
sovereignty. 
 
 
 
 
 
 
 
 
 
The law could be a good job 
in the short-run for sharing 
the revenue and unifying the 
Iraqi people who neither has 
nor achieved the conscious of 
being a nation-state. 
 
 
 
 
 
 
 
 
 
 
When we look at the structure 
of the Iraqi oil reserves, most 
of which are in the Kurdish 
north and Shi’ite south, there 
could be risks in deepening 
the conflicts. For thwarting 
the conflicts, negotiations 
must be set in motion in order 
to determine how to manage 
the fields, whose borders are 
not certain for the distribution 
by the report of al-Mehaidi. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Revolutionary Command Council was rejected and the assets of the company were 
nationalized in 1972.  
 
After the brief history of the nationalization of Iraqi oil, the issue of new law could be 
understood properly. The Iraq New Revenue Law brought about the discussions by 
different perspectives. Although the American administration and oil companies try to 
hasten the ratification of the law, Iraqi lawmakers and some authorities rejected the 
law strongly. To illustrate, Chaddock in Christian Science Monitor claims that 
according to the President Bush the new law should be approved because the law 
provides sharing all oil revenues among the Iraqi People, which is divided sectarian 
and ethnic groups, and the unification of the country (2007). According to the oil 
producer companies, the implementation of the law would attract the investments of 
foreign companies. Chaddock (2007) asserts that the need for the investment to the 
Iraq’s oil industry is urgent because of the hesitance of the oil companies to invest 
Iraq without a legal framework, which will be respected by the future government. 
Since foreign oil companies concern the lack of legal base saving their rights and the 
security problem in the region, they avoid binding agreements. The law ensures for 
revenue to be distributed fairly according to the population regarding current fields 
only. Besides, al- Mehaidi asserts in the Revenue Watch Report, the new law will be 
good for the non-producing and small-producing provinces such as Basra, Kirkuk and 
Mesan. Looking at the Iraqi case, it is obvious that the construction of new 
infrastructure is required. The restructuring of Iraq after decades of war, sanctions 
and mismanagement of Saddam Hussein could be provided by the oil revenue of Iraq 
as well as the foreign investment at some level, which is enabled by this law 
(Iraqslogger, 2007). 
 
Idiz (2007) mentions although Kurds rejects the administration of the oil revenue by 
Iraq Government, and because of the ambiguity about the share of the new found 
reserves , they guarantee the 17% of the oil revenue. If Kurds could join the Kirkuk to 
their region, they would not only finance their independence but also they would gain 
petropower. The interesting thing is that the possibility of “scenario of nightmare” for 
Ankara could not prevent Turkish companies like Genel Enerji, having the access for 
exploration of oil, in the region. The law could be beneficial for Kurdish region 
because the existence of oil companies in the region inspires confidence to Kurds for 
the Turkish interference against them. On the one hand, Kurds are aware of the fact 
that they need Turkey in order to export their oil to the world market. Iraqi Kurds 
evaluating the restructuring in the region implements their goals step by step.  
 
Iraqi people rejected to permit the decision of oil law behind the closed doors 
(People’s Weekly World Newspaper, 2006) since they perceive the law as a threat to 
the state sovereignty. Al- Mehaidi mentioned the long term distribution of the wealth 
from the oil-producing provinces to non-producing ones would give harm the 
economy of the all provinces in the long-term. The law bring forth foreign oil 
companies benefit, as Juhasz (2007) argued foreign companies, which implement 
this law for 25-30 years, do not have to hire Iraqi workers, invest their earnings, profits 
in Iraqi economy, also associate with Iraqi companies. The possibility of extending the 
stay of occupier to preserve the foreign oil companies could be a disaster (C.Web, 
Iraqi Trade Union Statement on the Oil Law).   
 
The law could be a good job in the short-run for sharing the revenue and unifying the 
Iraqi people who neither has nor achieved the conscious of being a nation-state. As 
al-Mehaidi claims in his report, since the oil-producer provinces will be responsible 
not only for their provinces but also for the people of non-producing provinces. The 
idea of any drop in the revenue could saw the seeds of discord among the provinces 
whose interests are interfering about the distribution of revenue could be a possibility. 
When we look at the structure of the Iraqi oil reserves, most of which are in the 
Kurdish north and Shi’ite south, there could be risks in deepening the conflicts. For 
thwarting the conflicts, negotiations must be set in motion in order to determine how 
to manage the fields, whose borders are not certain for the distribution by the report 
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Economists focus on the 
“resource curse” which 
means the negative political 
and economic impacts of the 
affluence of natural resources 
in a country since states do 
not perceive themselves as 
responsible to their citizens. 
 
 
 
 
 
 
The Iraq Oil and Gas Law 
either good or bad is a vital 
step for the future of Iraq. 
Since it is argued for the 
unification, rebuilding of the 
country and finalize the 
sectarian and ethnic conflicts 
in the country and also 
argued whether or not the 
sequence of calamities would 
be inevitable in the social, 
political, and economic level 
preparing the destruction of 
the economy and the end of 
the state in long-run 

of al-Mehaidi. 
        
  

 
 
The confusion about the law connotes the First Law of Petropolitics of Friedman 
(2006), which focuses on the negative correlation between the price of oil and the 
pace of freedom as you can see from the chart above from the article of Friedman in 
Foreign Policy. Friedman (2006) claims that the motto of American Revolution “no 
taxation without representation” changed by the petrolist authoritarians as “no 
representation without taxation”. Economists focus on the “resource curse” which 
means the negative political and economic impacts of the affluence of natural 
resources in a country since states do not perceive themselves as responsible to their 
citizens.  The rise in price of oil prevents the social security, freedom of speech, the 
social structure of the state as you can see from the example of the Iran from the 
chart above.    
 
To sum up, it is obvious that there is a dilemma which will be hotly debated for a long 
time. The Iraq Oil and Gas Law either good or bad is a vital step for the future of Iraq. 
Since it is argued for the unification, rebuilding of the country and finalize the 
sectarian and ethnic conflicts in the country and also argued whether or not the 
sequence of calamities would be inevitable in the social, political, and economic level 
preparing the destruction of the economy and the end of the state in long-run. 
Besides the impacts of the law, there are questions about whether the law would be 
approved by the Iraqi Parliament. Could the power of the opposing groups under the 
impact of Muqtada al-Sadr shelve the law or is the parliament preparing for the 
consensus uniting all the subjects of the country? The questions are not limited with 
these; could we witness the “resource curse” as Friedman (2006) mentions in the 
situation of Iraq? Would the government restrict the freedom and is it a change 
towards an authoritarian regime? Will Turkey change the policies about the Northern 
Iraq or will Turkey use its advantages as being the door of Northern Iraq opening to 
the World and with its importance could affect the policies of the region?  

.  
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Indicators 

 
Indicative Exchange Rates Announced at 15:30 on 13/07/2007 by the Central Bank of Turkey 
 
             CURRENCY                         EXCHANGE RATES        EXC.RATES ON BANKNOTES 
                                                                Buying               Selling                        Buying                   Selling  
USD/TRY  1 US Dollar         1.2668       1.2729          1.2659       1.2748 
EUR/TRY  1 EURO              1.7455       1.7539          1.7443       1.7565 
GBP/TRY  1 British Pound     2.5726       2.5860          2.5708       2.5899 
 

 
 


