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CHAPTER 5: Cooperation around post-Soviet Transnational 

Infrastructure projects in the Caspian Sea 
 

1. Introduction  
 

Chapter 2 illustrated that in addressing the infrastructure developments in the Caspian Sea 

region, the New Great Game literature frames every topic it discusses (e.g., environmental, 

technical, economic and social) as a mainly geopolitical issue. According to this literature, if 

there are natural resources there will also be conflict and rivalry. However, this is only one 

possible way of interpreting the region and its development; another is the opposite outcome, 

because cooperation might, in fact, also emerge due to natural resources. In other words, the 

pollution produced by the exploitation of natural resources encouraged the governments of the 

Caspian Sea littoral states to cooperate, which, instead of causing conflict, brought them under 

the CEP umbrella, as the previous chapter showed by using the theoretical insights described 

in chapter 3. This current chapter will take the discussion one step further by showing how the 

positive effect of the transportation of natural resources on regional cooperation has been 

neglected by the New Great Game scholarship.22 Moreover, this chapter will illustrate that 

cooperation among the Caspian littoral states is not limited to environmental issues. The 

development of cooperation habits, which was started in the CEP, continued and reinforced 

through the BTC pipeline. 

To propose an alternative reading of the developments surrounding the natural resources 

in the area, this chapter uses insights from my revised functionalism to analyze the three phases 

of the BTC project: planning of the pipeline, construction of the pipeline, and the use of the 

pipeline, none of which have been adequately addressed yet. Although the relevant literature 

recognizes the pivotal importance of the BTC oil pipeline, it fails to analyze its entanglement 

with wider regional processes and the material networking of the Caspian Sea region. 

Therefore, scant scholarship has been devoted to the effects of transnational infrastructure 

projects on the strategies of regional cooperation and exchange in the Caspian Sea region. 

Taking this into account, the core argument of this chapter is that the BTC is much more than 

a piece of energy infrastructure as it is the main impulse for interaction between international 

                                                            
22 This chapter was published in East European Politics Journal in 2019 except for the Introduction, section 3 

and subsection 4.4.2. It also includes subsection 3.2 from Introduction chapter. The link for the article: 

https://doi.org/10.1080/21599165.2019.1612372  

https://doi.org/10.1080/21599165.2019.1612372
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and regional actors which has facilitated numerous connections in a highly contingent world. 

This chapter aims to situate the technical and material networks needed for cooperation in this 

broader political, economic and social analysis of the Caspian Sea region.  It aims to make 

visible a hidden material cooperation in the Caspian Sea region.      

This chapter contains four parts. The first part provides background information about 

the BTC pipeline, the three phases of the BTC project and its timeline. The second part outlines 

the New Great Game views on three phases of the BTC project. The third and main part of the 

chapter discusses the three identified phases of the BTC project in light of the insights derived 

from my revised functionalism. More specifically, this part of the chapter illustrates that during 

the planning phase, there was great uncertainty about the amount of extractable natural 

resources and how this would impact the foreign policies of the states in the region, which led 

New Great Game scholars to make to one-sided assumptions and exaggerations. However, 

financial, technical, and social issues, not geopolitical challenges, prevented the project from 

going forward and led to significant delays during the construction phase. The third part of this 

chapter argues that without the network of multiple actors, (companies, NGOs and IGOs), for 

example, it would have been impossible to overcome these obstacles. In the fourth part, the role 

of the pipeline after its construction is revealed by answering the question of how the 

transnational pipeline infrastructure influences the interaction of different actors, state as well 

as non-state, and how it connects the landlocked countries of the Caspian Sea to global 

networks. More concretely, it shows that the BTC pipeline encouraged specific forms of 

cooperation rather than rivalry among the Caspian littoral states. Following the construction of 

the pipeline, the relevant literature has mainly explained the potential benefits and influence of 

the BTC pipeline in terms of the relationship between Azerbaijan, Georgia and Turkey, but 

these are not the only states that benefit from the BTC pipeline. The Caspian littoral states, 

namely Kazakhstan, Turkmenistan and even Russia also use this transnational infrastructure to 

transport their natural resources. This chapter shows the benefits of the BTC pipeline for these 

littoral states.  
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2. Background of the BTC pipeline  
 

On 20 September, 1994, after three and a half years of extensive negotiations, Azerbaijan and 

a consortium of foreign oil companies (mainly Western) signed a Production Sharing Contract 

(PSC) in order to develop Azerbaijan's Azeri-Chirag-Gunashli Deepwater (ACG) oil reserves. 

This would later come to be known as the “contract of the century” (BP Azerbaijan 2018a). 

Following this, a number of pipeline routes were initially explored to transport the oil to 

international energy markets, including one going east from the Caspian Sea to China, another 

heading south to Iran, and a further one extending the existing pipeline connections of Baku-

Novorossiysk 23 (Sovacool and Cooper 2013).  

 

Map 1: Green color is the BTC pipeline, yellow color Baku-Tbilisi-Erzurum gas pipeline and blue color is the 

Baku Novorossiysk pipeline.  

Source: SOCAR 2018 

However, the economic sanctions imposed on Iran by the US, the poor state of the 

existing Baku-Novorossiysk pipeline, and the fact that other routes tended to terminate at the 

Black Sea, requiring oil to be transferred along the Bosporus (which was already congested 

with tanker traffic), together resulted in all parties preferring a route leading from Baku through 

Tbilisi to Ceyhan. This pipeline links the Sangachal Terminal, situated on the shores of the 

Caspian Sea, to the marine terminal in Ceyhan, on Turkey’s Mediterranean coast. On 29 

October 1998, the presidents of Azerbaijan, Turkey, Georgia and Kazakhstan, signed the 

Ankara Declaration in support of the BTC pipeline (Baran 2005). In a similar show of support, 

the US Secretary of Energy Bill Richardson attended the signing ceremony. A year later, an 

intergovernmental agreement was signed by the presidents of Azerbaijan, Turkey, Georgia, 

                                                            
23 The Baku–Novorossiysk pipeline is a 1,330-kilometre long oil pipeline, running from Sangachal Terminal in 

Azerbaijan to Novorossiysk Terminal on the Black Sea coast, in Russia. The pipeline first became operational in 

1997. 
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Turkmenistan and Kazakhstan in Istanbul on 18 November 1999 (Sovacool and Cooper 2013). 

US president Bill Clinton attended this signing ceremony so as to reaffirm the West’s political 

and economic support for the BTC project, as well as that of the Western companies involved 

in the pipeline’s planning and construction (Baran 2005).  

The Azerbaijani and Georgian sections of the pipeline were completed in 2005. The 

pipeline finally became operational in June 2006 and was operated by BP (BP Azerbaijan 

2016b). The timeline for the project from 1994 to 2006 is presented below. 

 

Table 4: Timeline of the BTC pipeline 

Source: Sovacool and Cooper (2013, 111). 

•Production sharing agreement (PSA) signed between  BP, co-venturers, and the Azeri government to develop 
the Azeri-Chirag-Gunehli (ACG) oil and gas fields in the Caspian Sea

September 1994

•PSA endorsed by the Azerbaijan Parliament through the passage of the "Contract of the Century

December 1994

• First oil production from the Chirag field, working group established to consider the construction of export 
pipelines

November 1997

•The governments of the United States, Azerbaijan, Turkey, Georgia and Kazakhstan sign the "Ankara 
Declaration" underlying their support for the BTC pipeline as the preferred export route

October 1998

•Turkish and Azerbaijani governments draft a construction plan for the BTC and approach BP about leading a 
consortium of investors, BP agrees in October of that year

April 1999

•President Clinton meets with the leaders of Azerbaijan, Georgia, Turkey, Turkmenistan, and Kazakhstan at a 
summit and signs an accord setting the terms of investment for the BTC

November 1999

•BP signs agreement with the State Oil Company of the Azerbaijan Republic (SOCAR), Unocal, Statoil, Turkish 
Petroleum, Itochu, Ramco, and Delta Hess to build the BTC

October 2000

•BP approves final route of BTC pipeline, receives support from a collection of multilateral develooment banks 
and development agencies

January 2001 

•Construction of the BTC pipeline begins after final approval from Azerbaijan, Georgia, and Turkey

April 2003

•Azerbaijani section of BTC inaugurated

May 2005

•ACG oil priiducliin exeeed 500,000 barrele per day, Georgian section of the BTC operational

June 2006

• Inaguration of the Turkish section of the BTC , the Ceyhan Terminal and the BTC pipeline export system 

July 2006

•BTC pipeline reaches peak capacity of milllon barrels of oil per day

April 2008
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3. The New Great Game Views on the BTC Pipeline 
 

This section introduces the arguments of the New Great Game literature specific to the BTC 

pipeline in order to make the discussion more concrete. To do so, it shows whether and how the 

New Great Game literature mentions and explains the BTC project.  

From the very first day of the BTC project’s existence, the weak rivalry in the Caspian 

Sea has been described as a new geographical site of the New Great Game (Bahgat 2003; 

Karasac 2002; Kober 2000; Jaffe and Manning 1998). By using 19th century geopolitical 

thinking, the literature describes Russia, Armenia and Iran as the main rivals to the development 

of any pipeline in the Caspian Sea because it is viewed as a way to avoid Russian infrastructural 

imperialism and its monopoly on infrastructure. The US, Turkey and the EU are described as 

saviours of local actors on the other hand, because they are taken to be the alternative to Russian 

and Iranian imperial plans.  

During the planning phase of the BTC, the relevant literature was mainly pessimistic 

and sceptical about the potential for a successful construction of the pipeline because of 

conflicts in Chechnya, Abkhazia, Nagorno-Karabakh and the uncertain legal status of the 

Caspian Sea (Alam 2002; Cohen 2002; Karasac 2002; Kober 2000). According to Kober (2000, 

2-4), Washington’s support for the BTC increased the existing tensions in the Caspian Sea 

region as the pipeline would bypass Russia and Iran. Additionally, a number of warfare 

scenarios were predicted in the early 2000s. For instance, the relevant literature argued that by 

supporting Armenia, Iran could disrupt or sabotage the pipeline. According to Cohen,  

“Iran also is carefully expanding defence ties with Armenia, a country 

technically at war with Azerbaijan. With Iranian instigation, Armenia would 

be capable of disrupting and threatening the Baku– Tbilisi–Supsa and future 

Baku–Tbilisi–Ceyhan pipelines, since a part of their route is located less than 

30 miles from the Armenian–Azerbaijani ceasefire lines (2002, 5).”  

Due to the uncertain legal status of the sea and the presence of potentially vast oil fields, 

Haghayeghi (2003) argued that the legal dispute between the littoral states might eventually 

reach the point of military means being used. In the early 2000s, some scholars even claimed 

that there was a large chance that Azerbaijan would begin a war with Armenia following the 
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construction of the BTC pipeline (Bayulgen 2009; Kim and Eom 2008). Kim and Eom claim 

that  

 “at present Azerbaijan is exercising self-restraint in conflicts with Armenia 

for the stabilization of the BTC enterprise, but once Azerbaijani oil begins to 

be exported to world markets in a stable manner through the BTC there is a 

large chance that Azerbaijan will begin a war with Armenia through its 

augmented military (2008, 102).”  

During the construction phase, Russia, Iran and Armenia were again argued to be among 

the main causes of almost every technical, economic and political issue. For example, 

Ismailzade (2006, 22) argued that Russia actively utilized and provoked various environmental 

NGOs to lobby against the construction of the BTC pipeline. According to Ismailzade (2006) 

these groups staged numerous demonstrations outside the Caspian Sea region and tried to draw 

the attention of donor agencies to environmental concerns reportedly associated with the 

construction of the pipeline.  In the early years of the new millennium, Russian energy company 

Lukoil became one of the BTC pipeline’s shareholders; it was thus claimed that Lukoil became 

part of this project due to Russian political pressure. However, Lukoil quit the project in 2002 

for economic reasons. Ironically, it was again argued that Lukoil wanted to sabotage the project 

by selling its shares (Ismailzade 2006).   

The pipeline became operational in 2006 and the relevant literature argued that Russia 

and Iran lost the long-term battle for the BTC pipeline (Kubicek 2013). In doing so, the New 

Great Game scholarship moved on to discuss the next transnational project, namely the 

Southern Gas Corridor. However, there are still several unanswered questions such as: Has 

Azerbaijan started a conflict with Armenia due to oil money? And how did Azerbaijan, Georgia 

and Turkey solve technical, economic and social challenges? During the planning phase the 

literature argued that Russia and Iran were against this project but it is not clear whether they 

changed their position or not after its construction. Although the pipeline has already been in 

use for more than a decade, the literature has not answered these questions.  

 

 



126 
 

4. Discussion: The Planning, Construction and Post-Construction 

Phases in the Functionalist Framework 
 

Drawing on insights from revised functionalism, this section offers a different interpretation of 

the geopolitical uncertainties in the Caspian Sea region. More specifically, it explains why the 

New Great Game scholarship exaggerates the geopolitical uncertainties in the planning phase 

and therefore it overlooks economic, technical and social challenges in the construction phase. 

In doing so, it illustrates that these issues made cooperation between multiple actors necessary 

and feasible.      

 

4.1. Planning the BTC Pipeline: Geopolitical Uncertainty  
 

First, in the early 1990s as well as first years of the new century a number of political events 

played a key role in creating the grounds for geopolitical uncertainty. For example, because of 

the Nagorno-Karabakh conflict between Azerbaijan and Armenia, the pipeline route was not 

sufficiently secure. Furthermore, the legal status of the Caspian Sea was not clear, and the 

littoral states were struggling to come to an agreement on it. Due to this uncertain legal status 

of the sea, it was also difficult to determine the ownership of several oil fields at sea – namely, 

Araz, Alov and Sharg. In this regard, there was ongoing disagreement between Azerbaijan, Iran 

and Turkmenistan as claimants (Lelyveld 2001). Nevertheless, the BTC pipeline was not the 

main reason for these political disagreements because it was a social process in which the newly 

independent states were trying to identify certain legal, economic and political borders. These 

countries lived under the Soviet Union and its political, economic and legal rules several 

decades. In the same vein, following the 1990s Iran had to deal with the four new Caspian Sea 

neighbours. Naturally, during this transition period it was more likely to have disagreements. 

However, these political events provided the academic literature with a suitable ground for 

using their realist line of perspectives, thus the BTC become a scapegoat for these events.     

 Second, when reviewing the academic literature, newspapers and official speeches 

published throughout the 1990s, one realises that large amounts of scholarship were devoted to 

predicting the Caspian Sea’s energy reserves and tended to cite reserve figures that ranged from 

the optimistic to unrealistic. This scholarship includes Alam 2002; Bahgat 2003; Kim and Blank 

2016; Kleveman 2003; Jaffe and Manning 1998; Ruseckas 1998. The most commonly used 

estimate for the region’s oil reserves was 200 billion barrels, with no distinction made between 

“proven” and “possible” reserves in the late 1990s. In this sense, both academics and politicians 
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fell into this trap and exaggerated the amount of natural resources without checking facts and 

figures. For example, in July 1997 US Deputy Secretary of State Strobe Talbott described the 

Caspian Sea oil reserves as being “as much as two hundred billion barrels of oil” (Kleveman 

2003, 7). Later, US secretary of state James Baker would go even further: “Caspian oil may 

eventually be as important to the industrialized world as Middle East oil is today” (New York 

Times, July 21, 1997). In the late 1990s, a number of academic works used these statements of 

politicians to strengthen their New Great Game assumptions (see e.g., Kleveman 2003) For 

example, Pipes argued that the Caspian region holds “oil reserves estimated to be at least as 

large as those of Iraq and perhaps equal to those of Saudi Arabia” (1997, 73). These 

exaggerations may seem unimportant. But in some cases, particularly when the overly 

optimistic figure of 200 billion barrels is wrongly compared to total global reserves of about 

one trillion, it can enhance international attention paid to the region in the short term and 

unwittingly cause subsequent conflicting understandings, deep suspicion about motives and 

information struggles (Conca 2001).   

Considering the Russian’s oil production, Moscow should not have taken any notice of 

relatively marginal amounts of oil being produced by Azerbaijan. Russia’s overall production 

of the commodity is significantly greater in volume generating some 11.16 million barrels per 

day (Henderson and Grushevenko 2017). Current BTC production does not even amount to 5 

percent of this output level. According to BP Azerbaijan (July 16, 2018c), the BTC has the 

throughput capacity 1.2 million barrels of oil a day and to-date the highest daily flow-rate of 

1.06 million barrels was achieved on 21 July 2010. For example, from 2006 until 2018 the BTC 

pipeline carried just 3 billion barrels of oil to the Ceyhan marine terminal in Turkey (BP 

Azerbaijan, July 16, 2018c). Because of this, one may argue that neither Russia nor the other 

great powers should worry about the amounts of oil produced in Azerbaijan. 

Considering this, it can be concluded that the planning phase of the pipeline faced political 

and economic uncertainties in the early 1990s due to a number of weak and strong forms of 

geopolitical events and inaccurate statements of politicians. However, the relevant literature 

also had a tendency to present every development through the lens of geopolitics and great 

power maneuvering in the early 1990s. More specifically, while the first phase of the pipeline 

project faced a number of natural political and economic events, the academic literature over-

interpreted these challenges. In using inaccurate information, much of the analysis that has been 

conducted is of dubious standard with facts being accepted without question, and used without 

being subjected to any semblance of academic rigor. Therefore, a false and misleading image 
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of the BTC pipeline has been created in the relevant literature. Such outdated 19th century 

geopolitical thinking is likely inevitable because of natural resources, the uncertain legal status 

of the Caspian Sea, and the regional conflicts, but awareness about it needs to be raised as this 

awareness leads to new insights regarding the shortcomings of dominant academic and political 

practices. The geopolitical scholarship does not tell the full story about Caspian Sea pipeline 

politics because this scholarship is remarkably silent on challenges that energy projects face 

after the planning phase.  

 

4.2. Construction the BTC Pipeline: Challenges besides Geopolitics  
 

Throughout the construction phase, the pipeline faced a number of technical, environmental 

and economic challenges, namely engineering failures, unstable oil prices, and social protests. 

These challenges should be considered as important elements of the pipeline politics since they 

have the capacity to affect security, geography and economy of any infrastructure. More 

specifically, these challenges are among the main issues that can halt the pipeline construction 

and affect its future. Considering their economic, social, and technical scopes, they are beyond 

the capacity of single actor to solve and therefore they require and push multiple actors to 

cooperate and coordinate their functional capacities. Considering a number of technical 

challenges, the following sections illustrate that it was not Russia, Iran or Armenia but the issues 

themselves that led to significant delays during the construction process and meanwhile 

increased the overall cost of the BTC project. 

 

4.2.1. Technical Challenges 

 

The first technical challenge faced was unexpected engineering failures. In 2004 a number of 

consultant engineering companies reported problems with cracking in the pipeline caused by 

the SP 2888 coatings used in the Azerbaijani and Georgian sections of it (The Guardian, 

November 17, 2004). More specifically, the Azerbaijani and Georgian sections of the pipeline 

had been found to be defective because the coating used on joints between sections of the BTC 

turned out to be insufficient. This defect could have led to an oil leak and thus to environmental 

pollution (The Guardian, November 17, 2004). As a result, these sections had to be repaired, 
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which meant the project took more time, attracted unnecessary international attention and cost 

more money. WorleyParsons, the lead independent consultant engineering firm involved in the 

project, criticized the inaction of the BTC project management team, which had allowed the 

problems to become greater than necessary. This issue increased the concerns of international 

investors backing the pipeline. Among them, the Banca Intesa (Italian Bank) had expressed 

apprehension about the technical problems and later dropped the BTC project completely for 

this very reason (Financial Times, December 1, 2004).  

Similarly, the dispute over the significance of SP 2888 coating24 became particularly 

intense during the course of an enquiry by the United Kingdom Parliament’s House of 

Commons on Trade and Industry into the activities of the UK government’s Export Credit 

Guarantee Department (ECGD). It was found that SP 2888 is not a high-quality material, as 

was shown by the technical issue of its cracking. The UK Parliament devoted considerable time 

to the use of this material, and it also questioned the involvement of BP and the ECGD in this 

project (Barry 2013a, 143). In other words, the coating issue garnered transnational political 

significance and it was the primary issue that was discussed in the House of Commons 

regarding this. The underestimated technical issue led to unnecessary risk because the political 

discussion occurred before the decision of the ECGD to finance the BTC pipeline (Barry 

2013a). This means that this technical issue put the involvement of the ECGD and the UK 

government at risk. Considering their international reputation, their EU membership, and their 

networking capabilities, it can be argued that if the ECGD and the UK withdrew their support 

for the BTC, it would increase the financial risk to investors because it would show that the UK 

government does not have any interest in the completion of the project.   

Additionally, harsh weather conditions and unexpected archeological findings created 

further technical challenges. The BTC pipeline corridor climbs gradients as high as 3,000 

meters steep in some places, and is almost two thousand kilometers long, with increased 

pressure being required to move oil up and down inclinations and slopes (Pipeline and Gas 

Journal, August 26, 2006). It was argued that unexpected snowstorms and harsh weather 

conditions made some parts of the pipeline inaccessible for up to four months, which accounted 

for delays at an extra cost of USD 270 million (Pipeline and Gas Journal, August 26, 2006). 

                                                            
24Used for coating of girth welds, as well as valves, fittings, pipe, ballast tanks, ships and marine structures. Ideally 

suited for coating of pipe to be used for slip bore/directional drilling due to its superior abrasion, impact and gouge 

resistance properties. Also used for exterior coatings of pipelines in buried or immersed services. Advantage: 

excellent adhesion to grit blasted steel surfaces, Fusion Bond Epoxy and Fiber Reinforced Plastic.  
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Originally, it was estimated that the project would cost USD 2.1 billion but the technical issues 

changed this estimation (Sovacool and Cooper 2013). Finally, once construction began, 

contractors encountered more archaeological sites and unexplored places along the pipeline 

route than the planners had anticipated, which also led to delays and extra technical work and 

financial costs.  

 

4.2.2. Economic Challenges 

 

The pipeline project additionally faced a multitude of economic hurdles. During the planning 

phase, project sponsors assured the governments of Azerbaijan, Georgia and Turkey that the 

BTC pipeline would cost approx. USD 2.1 billion; then it was increased to USD 3.6 billion, 

while in the end it came to cost approximately USD 4 billion to build (BP Report 2012). 

Sovacool and Cooper (2013) argue that much of the cost overruns resulted from 

underestimating the expense of environmental and social impact assessments. In the year 2000 

three members of the consortium – Lukoil, ExxonMobil and Penzoil – withdrew from the 

project for economic reasons. As mentioned earlier, Italian investor Banca Intesa also pulled 

out of the consortium in 2004, which led to construction delays and extra financial outlays. 

Following this event, the head of SOCAR said delays to construction work on the project could 

increase its costs by about USD 400 million. It is important to note that every day of delay cost 

BP potential oil revenues (see Pipeline and Gas Journal, August 26, 2006). Additionally, in 

2004 the price of oil was less than USD 40 per barrel, creating pressure to complete the project 

before the commodity’s value bottomed out entirely (OECD Data 2018).   

Another economic challenge was the land acquisition and compensation process for the 

BTC pipeline. To address this process and its impacts, the BTC project needed a comprehensive 

and well-structured programme. However, according to an International Finance Cooperation 

(IFC) report “BTC contractors underestimated the scale and complexity of the land acquisition 

process and how much lead time and resources this would require in countries where land 

registration systems and land records were weak or non-existent” (2006, 19). Hence in many 

cases the BTC project had to start from scratch, initiating land survey work and identifying 

thousands of rights holders which ultimately took considerably longer than originally 

anticipated and therefore induced additional spending requirements and construction delays. 

Because of these economic issues, the BTC pipeline ended up costing, as noted, USD 4 billion.  
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Considering Azerbaijan’s and Georgia’s weak economy at the start of the new century, 

it can be argued that these extra economic costs created significant financial losses for them. 

Initially, BP aimed to transport the first oil from Baku to Ceyhan in late 2004 but this plan was 

postponed multiple times due to the technical delays. The daily cost of the delays has been 

estimated to be approximately USD 4 million, so every day the completion of the project was 

delayed was quite costly (Ismailova 2004). This was especially unwelcome since Azerbaijan’s 

and Georgia’s economic growth contracted by almost 60 percent between 1990 and 1995, 

because of economic troubles related to the collapse of the Soviet Union. According to the 

World Bank report (September, 2002), following the dissolution of the Soviet Union, the 

Azerbaijani economy declined more sharply than that of the average CIS country and this 

decline was accompanied by significant inflation. Both Azerbaijan and Georgia had a low GDP, 

which was less than USD 5 billion in the early 2000s (Luecke and Trofimenko 2008). In this 

regard, every day of delay hit extra hard as Azerbaijan and Georgia had come to depend on the 

potential oil revenues for their economic development. Other international partners questioned 

the profitability of the project due to these issues. To attract new investors was not easy as 

Azerbaijan and Georgia were considered too risky to invest in due to their own regional 

conflicts and internal issues (Sovacool and Cooper 2013). 

 

4.2.3. Social and Environmental Challenges  

 

Throughout the construction phase of the BTC, active protests by a number of environmental 

NGOs and grassroots movements were another core challenge that the BTC project 

stakeholders had to confront. Organisations such as Friends of the Earth, Kurdish Human Rights 

Project and Bankwatch Network staunchly opposed the pipeline project. They sent letters to 

high-profile members of the World Bank and BP, and organised protests at the offices of the 

European Bank for Construction and Development (EBRD) (Carroll 2009). In August 2002, a 

coalition of NGOs released a series of fact-finding reports based on investigative missions to 

Turkey, Azerbaijan and Georgia, excoriating the project for the threat that the pipeline’s 

construction and operation posed to the environment (e.g., risks of oil spill and loss of 

biodiversity) (Carroll 2011; Molchanov 2011). In 2004, Tamar Libanidze, Georgian minister 

of the environment, halted the construction of the Borzhomi section in that country due to these 

environmental risks (Burton 2004).  In contrast to the New Great Game literature, this example 
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shows that it was not Russia, Armenia or Iran but one of the BTC pipeline’s key stakeholders, 

Georgia, who blocked the pipeline’s construction because of environmental issues. 

Another barrier was social protests. The BTC venture was hit by worker discontent in 

2004. Laborers in both Azerbaijan and Georgia argued that the companies involved in the laying 

of the pipeline were engaging in unfair workplace practices (Ismailova 2004). On 28 February, 

2004, about 400 workers employed by the Greek-based Consolidated Contractors International 

Co. went on strike in the Kurdamir Districts of Azerbaijan, due to perceived social injustice and 

discrimination both in terms of wages and ethnicity (Appelbaum 2004). Similarly, inhabitants 

of the Krtsanisi village in Georgia went on strike because of the flawed the land acquisition and 

compensation process (Ismailova 2004). These protests did not stop the project but they played 

a significant role in slowing down the project, increasing international political attention and 

raising expenditure on it (Sovacool 2010). 

Above all, these examples illustrate the central role of technical, economic and 

environmental issues – which increased the costs of the project, led to delays, gave rise to 

investigations and, indeed, almost put an end to it entirely. These neglected material and non-

material issues created obstacles for the BTC project, threatened the success of it and increased 

the overall cost from USD 2.1 billion to USD 4 billion. From a functionalist perspective, these 

examples also indicate that political agreement is not the only decisive condition for the 

realisation of complex infrastructure. Rather, non-political requirements also need to be 

fulfilled.    

 

4.3. Network of Actors  
 

Because of the scope and complexities of these technical, economic and social challenges, it 

can be argued that they are beyond the capacities of any single state to solve. Therefore, these 

issues have produced an environment where Azerbaijan, Georgia and Turkey must now rely on 

the involvement and coordination of multiple actors, namely IGOs, NGOs, financial institutions 

and TNCs. The reason for this is that they offer the required resources that most states lack, 

such as professional personnel, technology, organizational capacity, access to the world market, 

support from their home countries and financial power. As is explained in revised 

functionalism, the cooperation of two or more outside actors in transnational infrastructure 
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project can reduce serious financial, political, and security risks, which such projects often 

encounter (see chapter 3). This section illustrates, therefore, exactly how a network of actors 

with varying interests provided systematic and functional coordination for the BTC pipeline 

project.  

 

4.3.1. Energy Companies  
 

One of the key actors in coordination are multinational oil companies, such as BP, Chevron, 

SOCAR, Inpex and Statoil Hydro, who between them offered a number of the required 

resources to transport landlocked oil to international markets. The first important point that 

needs to be highlighted is the economic leverage that multinational energy companies have. 

The BTC is owned and operated by a consortium of 11 international oil companies, being 

managed overall by BP. The figure 2 below illustrates the BTC’s shareholders.  

 

Figure 2: The BTC private shareholders.  

Source: BP 2018a. 

Considering the high cost of the project (USD 3.6 billion) and low GDP of Azerbaijan (approx. 

USD 5billion), it can be argued that their involvement decreased the cost of the pipeline in the 

early 2000s. Additionally, these companies are key players not only their economic resources 

but also their critical position in national economies. Due to their economic power, oil 

companies’ investments are a strategic source of revenue and a key input to the budgets of the 

countries of the region. According to the World Bank (September 2002), the Azerbaijani 

economy started to recover after 1995 because the signing of Production Sharing Agreements 

(PSAs) with foreign oil companies brought USD 7.5 billion worth of investments to its 
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economy. The PSAs also ensured hard currency revenues for the Azerbaijani economy in the 

long term (Petersen 2016). In the same vein, the EBRD report (2004, 131) highlights that in 

Georgia the BTC project contributed to growth in the construction and communications sectors, 

where output increased by almost 21 percent and 38 percent respectively in 2004. The Azeri 

and Georgian governments were therefore intrigued by the idea of constructing a pipeline and 

the potential of earning substantial transit revenues, so they were willing to do their best to 

attract the participation of international oil companies (Kalyuzhnova 2008). For example, BP 

has invested more than USD 36 billion in development of the ACG oil field since the 1994 

agreement (the Wall Street Journal, April 19, 2019). The BTC transports the oil extracted from 

this oil field. In light of this, it can be argued that the involvement of these companies 

contributed to economic growth in Azerbaijan, Georgia and Turkey by providing a substantial 

new revenue stream.  

Besides their economic leverage, the involvement of Western energy giants comes with 

political and security advantages too. According to one interviewee in Baku, “in the 1990s, 

Azerbaijan was willing to accept a ceasefire with Armenia to create a safe investment 

environment for international oil companies. In light of this, Azerbaijan was able to attract 

crucial energy companies to the pipeline project (Interview, May 11, 2018).” Additionally, in 

the early 1990s, one of the key issues was whether and if so how to include Russian energy 

companies. Nevertheless, Western energy companies were aware that the financing, resources 

and political realities in the Caspian Sea region required working together. Therefore, they 

sought to accommodate Russia by giving Lukoil a 10 percent stake – as the success of their 

project depended on good relations with Russia (Edwards 2003). Moreover, the active 

involvement of TNCs put Azerbaijan and Georgia on the map in terms of attracting foreign 

direct investment and gaining Western support for their sovereignty, resolving territorial 

conflicts and for ensuring security. For example, according to a local expert in Baku, “due to 

the involvement of international oil companies, some Western countries (for example, the UK 

and the US) have paid more attention to the region’s conflicts (Interview, May 11, 2018).” This 

attention was very important for Azerbaijan and Georgia, as it could help them to keep up 

diplomatic negotiations and prevent further violent clashes. Additionally, one interviewee in 

Baku mentioned that the “active involvement of TNCs offers extra security to the BTC because 

it is the property of both Azerbaijan and the West (Interview, May 11, 2018).”  

In addition, BP has implemented significant security measures along the energy route, 

mainly in the form of patrolling and monitoring. An expert from the company said that 

“although protection of the pipeline is ultimately the responsibility of the relevant governments, 
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BP is involved in addressing this security matter with its own measures too, such as providing 

advanced technology, training guards, implementing social projects, and offering financial 

support (Interview, October 26, 2017).” In Azerbaijan, BP has implemented facility protection 

and security guard services through its private security provider, Titan D, while closely 

cooperating with the Export Pipeline Protection Department, the Azeri government agency 

appointed for infrastructure security. Besides these measures, BP has also launched several 

social programs (e.g., repairing roads, supporting agriculture, educational initiatives etc.) along 

the pipeline’s route to support local villages and gain their support. According to a 

representative of the company, in this way BP can cooperate with local people and they inform 

government officials in advance about any terrorist or sabotage plans.  

Finally, the exploitation and transportation of oil from the Caspian Sea would never 

have been possible without modern technology, which the regional states lack. The technical 

expertise that remained after the dissolution of the Soviet Union was not sufficient to address 

geological challenges and exploit offshore reserves. According to Bayulgen (2009, 165), 

Azerbaijan’s oil output decreased by approximately 30 percent between 1990 and 1996 because 

of the limitations of outdated technology. To combat this, BP has brought in advanced 

equipment from its research and development centers in the UK and US (BP Azerbaijan 2018a). 

In doing so, BP, together with the other consortium companies, has built several of the ACG’s 

oil production platforms, such as West Azeri, East Azeri, Deepwater Gunashli and West Chirag 

(BP Azerbaijan 2018a). These platforms have significantly increased the oil production of 

Azerbaijan. For example, the ACG produced 584,000 barrels per day in 2018 (BP Azerbaijan 

2018a). Additionally, the consortium companies revitalized the technical capacities of 

Azerbaijan, Georgia and Turkey by facilitating the construction of advanced oil and gas 

processing plants and fabrication facilities (Sovacool 2010).They contributed to the upgrading 

of local experts’ knowledge by offering a number of educational and capacity building training 

programs (BP Azerbaijan 2018b). In line with the theoretical proposition of this research, BP’s 

contribution to the BTC project illustrates, therefore, that it offers many of the things that 

regional states lack and were not otherwise able to attain. It is, however, important to note that 

by involving themselves in the project, these companies have also benefitted significantly from 

it – by adding new reserves to their resource bases, by exploiting vast natural resources for 

significant profit and by diversifying their portfolios away from reliance on fields in Alaska, 

the North Sea and South America (Sovacool and Cooper 2013). According to the EIA (January 

7, 2019) Azerbaijan’s proven oil reserves were approximately 7 billion barrels at the end of 

2017. In contrast, the UK North Sea’s proven oil reserves were approximately 5.6 billion barrels 
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at the end of 2017 (Offshore Energy Today, November 8, 2018). In light of this, it can be argued 

that the BTC is valuable for BP and the other energy companies because they make a profit on 

it and it increases their resource diversity. 

 

 

4.3.2. Private and Public Lenders  

 

Despite the heavy investment of BP and other energy companies, covering all of the costs for 

this massive project has still required funding also by international banks and financial IGOs – 

such as the World Bank, the IFC, and the ECGD as well as the EBRD. Ensuring sound 

coordination between them was decisive to securing sustainable funding and reducing attendant 

political risks. Nevertheless, in the years from the end of the Cold War into the new century the 

regional countries lacked crucial lobbying and networking experience. Furthermore, countries 

like Azerbaijan and Georgia were – as noted earlier – considered too risky for international 

banks and financial institutions to invest in. As such, one interviewee noted that:  

By using their access to global donor networks, the consortium companies – particularly 

BP – facilitated relations between Azerbaijan and financial institutions: the World Bank, 

EBRD, ECGD, EXIM Bank and IFC. BP has played a key role in all phases of the BTC project 

since the 1990s. It is one of the strong and popular European energy companies, and its 

involvement attracts other Western financial institutions and gives them more security and 

reliability. 

 

Table 5: List of actors involved in the BTC pipeline. 

Source: Authors own compilation. 

These global financial institutions invested in the BTC pipeline as a way of helping 

Azerbaijan, Georgia and Turkey graduate to the global economy (Petersen 2016; Sovacool and 

Cooper 2013). For example, EXIM Bank was only one of seven countries’ export credit 

•BP,  SOCAR, Chevron, Statoil (new name, Equinor), Turkish 
Petroleum, ENI, Total,  ITOCHU,  Conoco Philipps,  Hess Corporation, 
Inpex  

Companies

•Azerbaijan, Georgia, Turkey, the US, the UK, Kazakhstan (transport oil 
since 2006), Turkmenistan (transport oil since 2010), RussiaStates

•IFC, EBRD, Société Générale Bank, ABN Amro, Citibank, Mizuho.

•Exim Bank, Hermes, Coface, JBIC, ECGD, OPIC, Nexi

Private and Public 
Lenders
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agencies involved in financing the project. From 2003 to 2005, EXIM Bank had to approve 

financing of up to USD 160 million to help complete the project (Bashir 2017). The IFC 

provided an overall investment expenditure of USD 250 million for the development of the 

BTC pipeline. Additionally, in 2003 the EBRD approved a 12-year loan of up to USD 125 

million for the BTC project itself and syndicated a 10-year USD 125 million loan to commercial 

lenders (Pyrkalo 2016). In December 2003, the ECGD approved a line of credit for the project 

of USD 450 million (GBP 81,703,893). According to Barry (2013a), the involvement of the 

ECGD in the project was intended to reduce the financial risk to investors – but also helped to 

ensure that the UK government in particular would have a direct interest in the eventual 

completion of the project.    

Additionally, governments that received loans from the World Bank and other financial 

institutions are obliged to implement a package of reforms (relating to environmental, technical 

and economic standards). Considering the pressure coming from different NGOs, these 

organisations worked with the BTC consortium companies and three governments to help with 

land resettlements, fostering local businesses and ensuring environmental compliance. To 

optimise Azerbaijan’s management of its resource wealth, the World Bank Group advised the 

Azerbaijani government on the creation of the State Oil Fund of Azerbaijan (SOFAZ). To 

promote transparency, the Group facilitated the country’s participation in the Extractive 

Industry Transparency Initiative (EITI); Azerbaijan would, however, leave this institution in 

2017, due to its human rights demands. International oil companies and financial institutions 

together helped Azerbaijani and Georgian energy companies to transform from Soviet-era 

entities into more transparent, modern state-owned enterprises (Petersen 2016).        

After becoming involved in the BTC, these actors offered their strong networks to help 

attract further financial support (in terms of private banks) and mitigate political risks. 

Nevertheless, as pointed out earlier, it has been argued that “the private capital markets were 

not willing to loan to countries like Azerbaijan and Georgia because they are too risky” 

(Sovacool and Cooper 2013, 118). However, this situation changed thanks to the strong 

networks of the EBRD and IFC – who were able to guarantee the cheap lending of financial 

products to Azerbaijan and Georgia.  

The two countries utilised these organisations’ vast network of financial, social and 

environmental experts to ensure the minimisation of costs and maximisation of assets. They 

played the much-underappreciated role of risk mitigators in the process of opening up the 

Caspian Sea’s riches and assisted in attracting the private leaders of the financial world – 

including Citibank, ABN Amro and Societe Generale – to help finance the remaining (minor) 
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outstanding amounts (Carroll 2011). In line with the theoretical proposition of this thesis, this 

example illustrates that the power of actors rests in large part on their access to global donor 

and technical assistance networks that regional actors may not be able to otherwise reach (see 

Chapter 3). The export credit agencies and bilateral financial institutions of the US, the UK, 

Japan and others teamed up with the EBRD and IFC to lend more than just a hand. In total, the 

funding model proposed put up USD 1.7 billion of public money for the project in a 70/30 

debt/equity structure (Carroll and Jarvis 2014). It has been claimed that 70 percent of the project 

costs were funded by a group of lenders that included the World Bank Group’s IFC, EBRD and 

the export credit agencies of seven countries as well as a syndicate of 15 commercial banks 

(IFC September 2006).  

These empirical findings reinforce the functional proposition that technical issues are 

beyond the political, economic and physical capacities of any individual actor to solve – thus 

requiring the involvement of multiple players. In line with this, it can be argued that the BTC 

project would not have been completed in a timely manner, if a number of actors had not been 

part of the project. They pooled their resources to deal with specific issues. In many cases, they 

are highly appreciated because the legitimacy and supervision provided by IGOs like the World 

Bank Group and by private companies were critical to securing public recognition and support 

from the US and EU governments for the project (Petersen 2016). Although the regional 

countries still have a weak rule of law, endemic corruption and limited institutional capacities 

as well as transparency, these actors around them ensured that ultimately the BTC pipeline was 

successfully built according to certain Western standards.  

 

 

4.4. Operating the BTC Pipeline 
 

The previous section illustrated the role of technical, economic and social challenges in the 

planning and construction of the BTC. In doing so, it also explained in which ways different 

actors were involved in the BTC project during construction phase. The following section 

explains the BTC’s entanglement with wider regional processes after its construction. When 

addressing the BTC project’s socio-economic impact after its construction, the existing 

scholarship focusses mainly on the trilateral relationship between Azerbaijan, Georgia and 

Turkey or, alternatively, competition between the littoral states (see e.g., Bayulgen 2009; 
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Dikkaya 2008; Frappi and Valigi 2015; Star and Cornell 2005). However, from a functionalist 

perspective, the question is how the BTC as a material power has influenced the relationship 

between the Caspian littoral states since it become operational and whether the BTC has led to 

cooperation or enhanced the existing regional rivalry since its construction.  

 

4.4.1. Pragmatic Cooperation 

 

Unlike the geopolitical assumptions, which predicted naval conflict and rivalry, the Caspian 

Sea countries actually started to show keen interest in the BTC route following the successful 

completion of the project. In line with the insights formulated in revised functionalism, the BTC 

has offered the Caspian littoral states an issue-specific opportunity to cooperate. More 

concretely, the BTC has offered the littoral states material integration opportunity as an 

alternative to naïve political integration path and regional conflict. While this material 

integration avoids nationalism, political differences, and sovereignty issues, it proposes profits 

and mutual dependency in the long term.   

 The first such example of cooperation is Kazakhstan. On 16 June 2006 Kazakhstan 

officially joined the BTC project – for which an agreement was signed in Almaty by the 

presidents of Kazakhstan and Azerbaijan (Radio Free Europe, June 16, 2006). Due to the 

absence of an existing pipeline between the two countries, Kazakh crude oil is shipped to Baku 

across the Caspian Sea and then pumped through the 1,770-kilometre-long BTC one to 

Turkey’s Mediterranean port of Ceyhan. After this, in November 2008 the national energy 

companies of Azerbaijan and Kazakhstan reached an agreement with respect to the 

development of a Trans-Caspian oil transport system to help get Kazakhstani oil to international 

markets (The Moscow Times, November 17, 2008). The network would be initially able to ship 

500,000 barrels of oil daily (23 million tons a year), eventually increasing to 750,000–1.2 

million barrels per day (35–56 million tons annually). The new Trans-Caspian oil transport 

system agreement and the commodity’s shipment via the BTC pipeline indicate that despite 

some disagreements over transit tariffs and the use of Black Sea terminals, Azerbaijan and 

Kazakhstan are willing to cooperate on moving the latter’s oil – and that, moreover, Kazakhstan 

is keen to improve its export capacities and is looking for options vis-à-vis diversifying export 

routes (Guliyev and Akhrarkhodjaeva 2009).  
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Kazakhstan has still managed to restore the pumping of hydrocarbon resources via the 

BTC pipeline, but not the KCTS project. Deliveries were resumed in November 2013 in 

accordance with the agreement between the Aktau Seaport and Tengizchevroil company that 

provides an annual exportation of four million tons of oil via Azerbaijan, of which three million 

are to be transported specifically via the BTC pipeline (Parkhomchik 2016, 143). According to 

the Azerbaijani State Statistics Committee, over 6.5 million tons of transit oil (from 

Turkmenistan and Kazakhstan) were pumped through the BTC pipeline in 2017, and 1.5 million 

transit oil were pumped in the first quarter of this year (Caspian Barrel, April 27, 2018). 

As a second example, in 2008 Azerbaijan and Turkmenistan signed a bilateral agreement 

suspending all previous exploration agreements concerning the disputed Kepez (Serdar) field 

until they solve all issues surrounding the field (Eurasianet, July 11, 2012). In the same year, 

Azerbaijan paid off USD 44.8 million of debt owed to Turkmenistan (Valiyev 2009). From July 

2010 onwards Turkmenistan started to transfer its oil through the BTC pipeline. Despite the 

Azeri–Chirag–Kepez oil fields – which the great powers literature argued would eventually 

lead to (naval) warfare between the two countries – the BTC pipeline has, in fact, provided 

these two countries with the opportunity to enhance their cooperation. According to BP 

Azerbaijan, the pipeline is capable of handling some 800,000 barrels per day and Turkmen oil 

accounts for 4–5 percent of this flow volume (Radio Free Europe, August 12, 2010).  For 

example, 371,206 tons of Turkmen oil was transported via the BTC pipeline in June 2016 alone 

(Ismailova 2016). This number increased to 4.2 million tons in 2018 (Trend, March 23, 2019b). 

Since there is no pipeline connection between Turkmenistan and Azerbaijan, oil is brought to 

Baku aboard tankers. The BTC pipeline is functional for Turkmenistan because by joining the 

pipeline, Turkmenistan has diversified its oil export options to include one that does not pass 

through Russia and has also secured access to international energy markets through an 

alternative route. These days, Azerbaijan and Turkmenistan are furthermore in the process of 

discussing the transportation also of Turkmen gas to Europe through the “Southern Gas 

Corridor.”25  

Additionally, the bilateral relations between Azerbaijan and Turkmenistan intensified in 

2018. For example, Azerbaijan and Turkmenistan’s presidents met in Ashgabat and Baku in 

2018 (Trend, November 22, 2018c). These visits were very remarkable because the last such 

visit took place in 2008. In 2018, the leaders signed a number of agreements to facilitate further 

                                                            
25 The Southern Gas Corridor (SGC) is a term used to describe planned infrastructure projects aimed at improving 

the security and diversity of the EU’s energy supply by bringing natural gas from the Caspian region to Europe. 
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cooperation such as increasing shipping between trade ports, visa facilitation, avoiding double 

income and property taxation, and establishing a joint committee for transport as well as 

logistics (the Ministry of Foreign Affairs Azerbaijan, November 22, 2018). These examples 

illustrate that the cooperative practices, which were started during the CEP, continued and 

facilitated collaboration in other areas. However, it is important to note that Azerbaijan and 

Turkmenistan have done little to develop their non-oil sectors, which represent only a limited 

share of their total exports, less than approximately 5 percent in terms of gross gains (ADB, 

January 28, 2019). This means that cooperation between Azerbaijan and Turkmenistan is 

mainly dominated by hydrocarbon sectors. In other words, since there is a lack of production 

and development in non-oil sectors, there is limited room for expanding cooperation into 

different sectors.  

Furthermore, a week before Kazakhstan officially committed to the pipeline an Iranian 

official said Tehran wanted to explore the BTC export option too. According to Mahmoud 

Khagani, the chief of the Caspian Sea Department of the Iranian Oil Ministry “we are currently 

exploring for oil in the southern Caspian Sea. Our relations with Azerbaijan have been 

developing so successfully that, if we get positive results in the southern Caspian, we could 

discuss possible cooperation” (Eurasianet, July 18, 2006). Although this aim was not fulfilled 

due to reasons of it being commercially unprofitable and of limited natural resources in the 

southern section of the Caspian Sea, this political statement illustrates that Iran was also keen 

to seek new options regarding reaching Western energy markets. In 2018 Tehran and Baku 

discussed the possibility of establishing a joint oil company for the exploration of natural 

resources in the Caspian Sea (Trend, May 15, 2018a).  

Finally, in 2009 Russia’s largest oil producer, Rosneft, became interested in options to 

export oil through the BTC pipeline. Rosneft’s president, Sergei Bogdanchikov, told the press: 

“if the project meets the economic interests of both sides, naturally we will be able to export 

our oil through the BTC” (Azernews, September 23, 2009). In response to this, Rovnag 

Abdullayev, president of SOCAR, said: “if an appeal is received, it may be considered, and 

even its realization in the future is possible” (Azernews, September 23, 2009). However, this 

idea has, to date, ultimately not moved beyond abstract statements, because it is argued that the 

BTC pipeline is economically less appealing for Russia (Azernews, September 23, 2009). 

Despite this, negotiations have continued between SOCAR and Rosneft from time to time. 

Moreover, in 2014 Lukoil showed interest in transporting its oil via the BTC pipeline (Daly 

May, 30, 2014). Then that company announced, on 16 May 2014, that its oil would soon be 
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delivered to Europe via the BTC pipeline (Daly, May 30, 2014). In the same month, Lukoil 

delivered a trial batch of 30,000 tons of oil via the pipeline. According to BP Sustainability 

Report (2018, 10), the BTC pipeline carried volumes of crude oil and condensate from Russia 

in 2018. Since it constitutes a commercial secret, uncovering the exact amount of transported 

Russian oil is not possible. During my fieldwork interviews, a local expert from Azerbaijan 

posited that Lukoil intends to transport approximately 500,000 tons of oil this way (Interview, 

October 27, 2017). In light of this, it can be argued that the BTC is even functional for Russia 

because it provides its energy companies an alternative route to transport their natural resources. 

The amount of cooperation among the littoral states could still increase in the future for 

three main reasons. First, as mentioned above, the BTC pipeline transports oil from the ACG 

field, but that field’s oil production has modestly decreased since 2012 (EIA, January 7, 2019). 

If this decline continues, there will be more capacity for the other littoral states to transport their 

natural resources through BTC pipeline. Coincidentally, oil production at the Kazakhstan’s oil 

fields might increase in the future, which would entail an increased demand for export routes 

(Reuters, June 5, 2019). The BTC can offer the additional functional route needed to transport 

Kazakh oil. Second, the Legal Status Convention was signed in August 2018, which ensures 

the application of binding legal norms to shipping across the Caspian Sea and provides for a 

clearer picture of the movement of oil tankers and construction of submarine pipelines. More 

concretely, the Legal Status Convention (see Article 14) provides clarity about the necessary 

requirements for constructing submarine cables and pipelines between the littoral states 

(Kremlin, June 20, 2019). Considering the increase in Kazakh oil production, Azerbaijan and 

Kazakhstan might decide to extend the BTC pipeline and construct additional submarine 

pipeline to transport Kazakh oil. Finally, although the Legal Status Convention does not 

explicitly mention oil fields the ownership of which is disputed between Iran and Azerbaijan 

(e.g., the Alov-Sharg-Araz oil field) or between Azerbaijan and Turkmenistan (e.g., the Azeri-

Chirag-Kepez oil field), the agreement and its articles can be used as a starting point for finding 

common ground in these disputes. For example, Azerbaijan and Iran signed a memorandum of 

understanding on joint development of offshore hydrocarbon fields in the Caspian Sea in 2018 

(President, February 15, 2018).  

As explained in chapter 4, the littoral states came together in the CEP in the 1990s. The 

empirical findings in the case study of the BTC illustrate that despite geopolitical challenges, 

cooperation among the littoral states has spread from cooperation on environmental concerns 

to cooperation on transnational infrastructure projects. Of course, this does not mean that the 
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CEP has explicitly encouraged the littoral states to join the BTC project. However, the CEP is 

the first place where the littoral states started to experience and establish the practice of 

cooperation, interaction, negotiation and trust. Therefore, the CEP can be construed as the 

icebreaker among the littoral states in the 1990s. In this regard, the above-mentioned examples 

illustrate that the stage for cooperative habits, which was set by the CEP, continued and became 

even more compelling throughout the BTC project. 

Additionally, these empirical findings reinforce the theoretical proposition that post-

construction the transnational BTC infrastructure has changed the dynamics of the New Great 

Game in the region, by offering a functional system for pragmatic cooperation. More 

specifically, once a technological artifact (e.g., pipeline) is constructed, it can practically 

facilitate or restrict interaction, communication and transportation of people, social life or other 

goods and services (Bijker 2001). In contrast to the New Great Game literature, these empirical 

findings also illustrate that the social relations among and the interests of the Caspian littoral 

states are not fixed or given. The BTC pipeline should be viewed as a way of bringing different 

actors together and increasing their interaction capacities. It is indeed true that infrastructure 

becomes “strategic” because of the number of connections that it makes possible in a highly 

contingent world (Latour 2005). In this regard, transnational infrastructures (like the BTC) 

should be considered as an important transformative element of the Caspian Sea. 

 The BTC is a material power as it affects security, economy, politics, geography, 

diplomacy and state-society relations in the region. The completion of the BTC pipeline has 

changed the positions of the littoral states, enhanced regional interaction capacities and 

connected landlocked countries to both global and regional networks. Existing uncertainty and 

hostility have decreased to some extent, which has furthermore enhanced the interest of the 

littoral states in the project. Cooperation between them is occurring because they stand to 

benefit greatly from it, as each possesses a resource that the other two lack. Both energy and 

transport are valuable enterprises that promise to bring financial reward. It is a pragmatic, 

flexible and technocratic cooperation unfolding, as the littoral states can be part of these 

activities with respect to their interests and resources while there is no requirement either to 

contribute to the project or to stay out of it. Therefore, it is necessary to determine those 

activities which are common, where they are common and to what extent they are common.   
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4.4.2. Regional Conflicts  

 

In the early 1990s, the regional conflicts were one of the main concerns for both local and 

international actors due to their potential security threats. It is understandable as the regional 

wars had ended recently and naturally, both external and local actors were cautious about this 

situation. Due to these conflicts (e.g., Nagorno-Karabakh) it is argued that the infrastructure is 

under serious threat as Russia can use Armenia to sabotage the BTC or Azerbaijan can use oil 

money to restart the Nagorno-Karabakh conflict (Ceccorulli et al. 2017; German 2012; Petersen 

2016; Siddi 2017). As mentioned before the BTC became operational in 2006, which is more 

than a decade ago, but the relevant literature grew remarkably silent after 2006. The regional 

conflicts are still there and they have not been solved yet. Despite these persistent threats, the 

regional countries have continued their projects and international actors have invested billions 

in the regional projects. According to Richard Morningstar (2003), Bill Clinton's chief BTC 

pipeline negotiator and the former US Ambassador to Azerbaijan, operating in these areas is an 

adventure. But there are resources in the region that companies want to get out and they will 

deal with the current difficulties to get them out. Considering this, it is necessary to ask in what 

way and how the BTC has influenced the regional conflicts and has shaped them and whether 

it has escalated the Nagorno-Karabakh conflict or not?  

First, the literature neglects that the BTC project has a mitigating impact on regional 

conflicts especially when prices are high. Azerbaijan’s economy is overdependent on natural 

resource income and as such is not diversified. According to the ADB evaluation (January 28, 

2019), natural resources account for 75 percent of Azerbaijan’s gross domestic product and 90 

percent of the country’s exports. The Azerbaijani economy faced a variety of challenges, such 

as the devaluation of the national currency, following the fall of oil prices in 2014 (Deloitte 

2018). Despite the existing dispute, Azerbaijan is aware of the fact that any conflict between 

Armenia would first damage the existing cross-border infrastructures, increase its reputation as 

an unstable business partner and suspend essential services (economic loans, technical, and 

administrative), which are the main source of income. Therefore, the BTC should be seen as 

one of the silently deterring factors. The BTC has made the regional conflicts less beneficial, 

less popular and ultimately less feasible. However, the BTC isolates Armenia. This is partially 

in line with the functionalist framework because Mitrany argued that full cooperation will only 

be achieved if two nations work together rather than stay separate.   

Second, the BTC is one of the tools of Azerbaijan to get more attention from the Western 

media and politicians. By using the BTC, Azerbaijan tries to influence the Western security 
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discourse and get more attention for the Nagorno-Karabakh conflict. In this sense, Baku 

constantly depicts Nagorno-Karabakh as a serious threat that can damage the Western energy 

investments like the BTC in the region. Therefore, it urges the Western countries to pay more 

attention and do not let it to explode. But in reality, it is a silent conflict and from time to time 

some Western countries pay attention to it because of the BTC. Considering this, it can be 

argued that in the planning phase the regional conflicts may have influenced the BTC pipeline, 

but after its construction the BTC pipeline has changed this game by de-escalating the regional 

conflicts and introducing new constraints.   

However, one may ask why there was a war between Russia and Georgia in 2008 despite 

the BTC, which was also a serious threat to the BTC. While this is true, the conflict has nothing 

do with the BTC pipeline. According to one interviewee from Baku, “during that time Russia 

did not hit the BTC pipeline because Moscow sent a message to West and Azerbaijan that it 

does not have any problem with their business interests in the region (Interview, May 11, 

2018).” In the same vein, Tsereteli (2009, 11), mentions “the war caused no critical damage to 

the physical infrastructure of the Georgian energy sector, nor was there any damage to the 

pipeline sector.” Additionally, Moscow knew that the BTC is not just an Azerbaijani or 

Georgian pipeline, but it also belongs to the West. According to Allison (2008, 1166), “Russian 

attacks on the BTC pipeline would have hugely damaging Russia’s worldwide image as a 

reliable energy exporter and would have placed the country squarely in the sights of NATO’s 

increasing focus on pipeline security.” In August 2008, Richard Morningstar, Bill Clinton's 

chief BTC pipeline negotiator, mentioned that “it is unlikely that the Russians will directly 

interfere with the pipeline. That would strain their relationship with the US even more” (Spiegel 

Online, August 12, 2008). While the BTC could not prevent the war between Russia and 

Georgia Russia did not target the BTC pipeline, so as not harm the interests of its international 

stakeholders (Spiegel Online, August 12, 2008). Moreover, if decommissioning (parts of) the 

pipeline was Russia’s intention, it would target one of the pumping stations that were clearly 

visible from the air, rather than the pipeline itself, which was not visible. Additionally, Russian 

military forces did not try to seize the BTC pipeline and Moscow did not highlight the pipeline 

as a matter in the war (as cited in BBC, November 11, 2008). However, the war created 

uncomfortable and nervous situation for the operator companies.   
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5. Conclusion 
 

The transnational infrastructure of the BTC pipeline should not be viewed in isolation, rather 

its complexity and sophistication must be taken into full consideration. This is because, first 

and foremost, the BTC project is not just made up of metal pipes and black gold, but also of the 

extensive legislation, logistics, and state and non-state authorities that also all help support it. 

By using insights from revised functionalism, the chapter has revisited the three phases of the 

BTC pipeline project: planning of the pipeline; construction of the pipeline; and use of the 

pipeline. This chapter, first, illustrated that the planning phase was dominated by geopolitical 

assumptions due to the exaggeration of the amount of natural resource reserves as well as to 

political, economic and technical uncertainties. More specifically, both academics and 

politicians overestimated the extent of the Caspian Sea oil and gas reserves. This enhanced the 

international attention paid to the region in the short term, and also unwittingly caused 

subsequent conflicting understandings of it, deep suspicion about motives and information 

struggles. Thus, a false image of the region has been created.  

Second, it has been illustrated in this chapter that the New Great Game literature 

presents an incorrect picture when it comes the BTC, as the relevant scholarship overlooks and 

underestimates the actual technical, economic and social challenges of cross-national 

infrastructure projects. This chapter has shown there were other conditions for and challenges 

to the realization of the complex BTC project besides purely political ones that were more 

influential to the kind and extent of cooperation between the littoral states. What this chapter 

has highlighted, which the hitherto dominant state-centric narrative neglected, are the technical, 

social, environmental and economic issues that created unanticipated obstacles for the BTC 

project and led to lengthy delays (which increased the project’s cost), the launching of 

investigations and almost, indeed, halting the project entirely. During the construction phase, 

one of the BTC pipeline’s key stakeholders, Georgia, temporarily blocked the project because 

of environmental issues, for example. The UK Parliament investigated and questioned the 

involvement of BP and ECGD in the project vis-à-vis technical and material failures. Finally, 

the project was delayed due to massive protests by workers, NGO pressures and land acquisition 

disputes. Contrary to the state-centric New Great Game assumptions, this chapter has illustrated 

that these were the issues which made cooperation of multiple actors necessary and feasible 

during the construction phase. More specifically, these challenges were only resolved due to 

the systematic support and networking of multiple players namely, transnational energy 

companies, intergovernmental organisations and international banks. In line with revised 
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functionalism’s insights, this chapter illustrated that without the strong financial, political, 

technical and lobbying support these actors gave the BTC, it would never have been completed. 

 Finally, this chapter has shown that the New Great Game literature has neglected the role 

of the BTC pipeline after its construction. More specifically, it has illustrated that cooperation 

among the Caspian littoral states was not limited to the CEP. The formation of cooperation 

habits, which was begun in the CEP, continued and grew stronger through the BTC project. 

The successful construction of the pipeline has done more than just enable the Caspian Sea to 

gain international prominence and power. It has transformed the region and the states in it. 

While the pipeline already became operational in 2006, this aspect has so far been ignored by 

the relevant literature. Since its construction the pipeline has changed the dynamics of the Great 

Game in the region by offering a functional system for pragmatic cooperation despite a number 

of geopolitical disputes and uncertainties. The BTC pipeline came to be regarded as “strategic” 

because of the number of connections it makes possible in a highly contingent world. Previously 

existing uncertainty and hostility between the littoral states have decreased somewhat, which 

has increased their stake in this project. In this regard, the BTC pipeline has been successful in 

creating pragmatic, flexible and technocratic cooperation as any littoral state can be part of 

these activities with respect to their preferences and resources while there is no requirement to 

either to join the project or be excluded from it. There are long-standing issues between the 

littoral states, such as the uncertain legal status of the sea and the contested nature of its 

resources, but the BTC pipeline has created room to circumvent these restrictions while still 

addressing issue-specific needs. Considering this, it can be argued that, when analyzing the 

region, it is necessary to determine which activities are communal, where they are communal 

and the extent to which they are communal.  

In contrast to the New Great Game assumptions, the BTC pipeline did not lead to a war 

between Armenia and Azerbaijan after its construction. Although the regional conflicts are still 

there, the BTC pipeline has de-escalated some of them by introducing new economic, political 

and material constraints, which discouraged Azerbaijan to start a full-scaled war. Therefore, the 

BTC pipeline is one of the salient reasons in the current “no peace, no war” situation between 

Armenia and Azerbaijan.  

All in all, the BTC pipeline is functional for multiple actors as it addresses shared and 

different interests. It is functional for social interests because it provides people with jobs and 

because of the pipeline, companies have launched several social projects. The BTC is functional 
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for the ruling elite of several states because it enhances their power position, economic income, 

legitimization, connects them to the international arena and provides them an alternative route 

for transporting their natural resources. It serves the ruling elite because the BTC provides the 

international market with energy resources and the elite might use this for their own benefit 

during diplomatic discussion. The BTC is also functional for TNC because BP and other energy 

companies make profit, increase their resource diversity, and it is a functional way for them to 

enter the Caspian Sea. The BTC is also functional because it has brought new constrains. More 

specifically, it increased the cost of regional conflicts or aggressiveness, which serves the 

interests of international organizations. Of course, the BTC has several negative functional 

effects as well. Because of this infrastructure, human rights are neglected or ignored by the 

international community.  

The next Chapter will change the topic of debate from the oil pipeline to the mega gas 

project, namely the Southern Gas Corridor (SGC). By using the similar line of discussion (one 

centering on the existence of three distinct phases), chapter 6 will show that the SGC project 

has strengthened the current environment for regional cooperation and exchange in the Caspian 

Sea. Chapter 6 will also illustrate complex interconnection between different issues namely, the 

CEP, the Legal Status Convention and the BTC, which established suitable conditions for 

further development of the SGC project.      
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