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Classified By: CHARGE D'AFFAIRES, A.I., THOMAS COUNTRYMAN.  REASONS 1.4 

 (B) AND (D). 

1. (C) SUMMARY AND INTRODUCTION: Since the collapse of the 

Soviet Union, economic, political, religious, and cultural 

ties between Greece and Russia have deepened and broadened. 

Increased economic cooperation -- particularly in the energy 

field -- has been the most conspicuous area of growth, but an 

up-tick in cooperation in other areas is notable as well.  As 

Russia lately has re-asserted its claim to great-power status 

and global influence, primarily through its dominance of 

energy markets, questions naturally have arisen in Athens 

about the expanding relationship and Greece's ability to 

manage it.  Observer opinions are sharply divided over the 

dangers inherent in the expanding relationship; some believe 

Greek diplomacy lacks the expertise and perspective to manage 

it effectively.  So far, GOG efforts are focused on 

protecting Greek interests, particularly in energy.  Greece 

sees its relations with Russia in strategic terms but has a 

hard time articulating the strategy.  END SUMMARY AND 

INTRODUCTION. 

THE EXPANDING RELATIONSHIP 

-------------------------- 

2. (U) Bilateral trade drives Greek-Russian relations and has 

significantly grown in volume over the last decade. 

According to statistics published by the Greek Embassy in 

Moscow, total bilateral trade in 2006 amounted to over 4 

billion euro, with Greek exports to Russia (441 million euro) 

dwarfed by Russian imports to Greece (3.58 billion).  Trade 

with Russia accounted for nearly five percent of Greece's 

cumulative trade turnover.  In the period 2004-2006, Russia 

climbed from 14th to 11th largest importer of Greek goods and 

from 5th to 3rd largest exporter to Greece.  Energy 

represents the most important sector in bilateral trade. 

Greek imports from Russia consisted almost entirely of energy 

products (83 percent), with Russia supplying 60 percent of 

Greece's petroleum and 82 percent of its natural gas (ref a). 

3. (C) Russia has also aggressively courted Greece in its 

new-found role as a regional energy transit leader.  After a 

delay of many years, Russia, Greece, and Bulgaria signed an 

agreement on the construction and operation of the 

Burgas-Alexandroupolis (B-A) oil pipeline in March 2007, 

though negotiations subsequently bogged down over 

supply-share arrangements.  The Russians have also pushed the 

Greeks very hard to allow Russian gas to flow through the 

Turkey-Greece-Italy (TGI) interconnector, which was intended 

for Caspian gas, and to permit the Russian South Stream gas 

line to transit Greek territory, an arrangement to which PM 

Karamanlis signed on in June (though that deal too has 

subsequently stalled).  Greek officials and energy executives 

assure us they understand the importance of diversification 

in energy supplies to Europe.  But observers are now 

concerned about Karamanlis's December 18 visit to Moscow, 

where he could finalie B-A -- which Karamanlis considers a 

legacy issue -- with concessions to the Russians on GI and 

South Stream (ref b). 

BEYOND ENERGY 

------------- 

4. (C) The political-diplomatic realm also presents a complex 

picture.  When a common EU position has been identified, the 

Greeks generally adhere to it, and the Karamanlis government 

has supported the NATO-EU line in relations with Russia on 

such issues as the CFE Treaty.  But Greece -- as the only 

Orthodox country among the original EU 15 -- has at the same 

time claimed a special relationship with Russia vis-a-vis 

Western Europe.  During her December 2006 visit to Moscow, FM 

Bakoyannis spoke of Greece's "vanguard role" in strengthening 

ties between Russia and the EU, and last June, she told U/S 

Burns she regarded Greece as a "natural partner" for Russia. 

Putin has visited Athens twice in the last two years, and the 

Russian FM and DefMin have also visited recently.  Such ties 

translate into cooperation -- or at least a convergence of 

positions -- on such concrete issues as Kosovo independence, 

which Moscow (directly) and Athens (indirectly) have opposed. 

 Nevertheless, as the EU looks for a common position on 

Kosovo, Athens is attempting to reconcile its support for 

Belgrade with EU realities.  Athens does not see its dual 

partnerships -- with the EU and with Russia -- as conflicting. 

5. (C) Arms procurement is another area of potential 

cooperation, though so far there appears to be much more 
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smoke than fire.  Moscow clearly would like to boost arms 

sales to Greece, probably as much or more for the political 

benefit as for the economic benefit, though the latter could 

be substantial.  Rosoboronexport and its agents are a 

prominent presence on the Greek arms-procurement scene, and 

Russian officials often speak of their desire to increase 

sales to Greece.  Greek officials, who often use defense 

procurements to curry political favor with foreign 

governments, have not been unreceptive to Russian advances 

and have discussed many proposals with the Russians.  But 

apart from the TOR missile deal in the late 1990s -- which is 

beset with technical problems and kickback allegations -- 

Greece has not signed a contract with Russia for a 

significant military system in years. 

6. (C) The purchase of Russian Beriev BE-200 fire-fighting 

aircraft is one deal the Greeks have been considering for 

some time.  The forest fires in August were an opportunity 

for the Russian planes to prove themselves in the Greek 

context, and Moscow was first to offer them when Greece asked 

for international assistance with aircraft (on a 

cost-reimbursed basis, like most other European countries). 

The Greeks are supposed to conduct an international tender 

this fall to replace their aging fleet of Canadair aircraft. 

The Russian BE-200 and a newer Canadair model are the only 

contenders, but each has problems: the Canadair are more 

expensive to purchase but cheaper to operate, while the 

Russian plane is unwieldy and requires fresh, not salt, 

water, which is at a premium in Greece.  There is, however, 

no question that Russia's swift provision of aircraft last 

August will be a major factor in Greece's eventual purchase 

decision. 

SOME TOUGH QUESTIONS 

-------------------- 

7. (C) Observers are sharply divided over whether this 

growing closeness is a cause for concern.  Retired Greek 

Ambassador Alcibiades Carokis told us the Karamanlis 

government was playing with fire in its dealings with Putin 

and wondered whether his former colleagues at the MFA 

understood the implications.  He worried that increased 

dependence on Russian energy could result in increased 

political dependence and questioned whether Greece had either 

the political will or the diplomatic skill to manage its 

relationship with Russia effectively.  "The Russians are very 

aggressive," he said, "and I really don't know what (the 

current Greek leadership) is trying to do." 

8. (C) Other observers take a more nuanced position, noting 

both the advantages and disadvantages of Greece's relations 

with Russia, though they too emphasized the negative risks. 

Andrew Liaropoulos, senior analyst at the Research Institute 

for European and American Studies (RIEAS), surmised that the 

various pipelines could finally make Greece an important link 

in the global energy chain and increase investment and 

technical know-how.  On the down side, however, Greece 

appeared headed for near complete dependence on a single 

energy source, which would likely result in Moscow also 

gaining a greater political voice in the region.  On Kosovo, 

Liaropoulos believed Greek cooperation with Russia added 

diplomatic weight to Greece's desire to preserve existing 

borders; but in the end, Athens could find itself supplanted 

by Moscow as Belgrade's voice to the West (if that ever could 

be said to have existed). 

9. (C) Ioannis Michaletos, a RIEAS Balkan Analyst, similarly 

ved was poised to move beyond the 

energy sector: Greece had a perennial problem attracting 

foreign investment and thus needed the capital, but 

increasing "state capitalism" in Russia and the growing power 

of the siloviki (the former and current security force 

personnel occupying increasingly prominent positions in 

Putin's Russia) meant Greece could find its financial system 

penetrated by Russian intelligence agents.  Michaletos and 

Liaropoulos were also pessimistic about the Greek 

leadership's ability to manage the relationship.  They argued 

that Greece continued to work on an ad hoc basis in its 

dealings with Russia and that Greek diplomacy lacked the 

expertise and perspective to see the "global picture." 

A MORE POSITIVE VIEW 

-------------------- 

10. (C) Chrysanthos Lazaridis, senior political advisor to 

New Democracy MP Antonis Samaras, took a more sanguine view. 

Lazaridis agreed that Greek diplomacy appeared unprepared to 

deal with the expanding Russian relationship and said 

Greek-Russian relations would continue to be defined by 
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short-term objectives and peripheral concerns, which the 

Greek leadership mistook for "global" issues.  But he 

believed Greek-Russian diplomatic overtures in any case were 

mostly for show and lacked real substance.  Apparent 

cooperation on such issues as Kosovo represented a 

convergence of interests that would evaporate once the issues 

were settled.  Similarly, the pipeline projects were not 

important in the long run given the energy independence 

offered by transporting oil by sea.  Thus, while the Greek 

leadership was largely unprepared to deal with Russia, the 

problems were not so great that they wouldn't work themselves 

out. 

QUO VADIS, MOSCOW? 

------------------ 

11. (C) Johns Hopkins-trained Constantine Schinas, 

Expert-Counsellor on Russian Affairs in the MFA A5 

Directorate for Russia and the CIS Countries, offered perhaps 

the most balanced view, though he expressed real concern 

about the direction in which Russia appeared to be 

developing.  Schinas said the core of the relationship was 

economic, while much of the politics was "symbolic."  He 

noted Greek-Russian historical ties but said Greece's 

"special relationship" with Russia stemming from the common 

Orthodox faith really functioned only on a sentimental level. 

 Periodic summits took place and bilateral action plans were 

sometimes signed but there was no real substance.  Similarly, 

despite the hype, there were few military sales to Greece, 

primarily because Greece did not want to commit to systems 

that would not be NATO-compatible. 

12. (C) Economics -- and the energy question, in particular 

-- was another matter.  Schinas said as Greece had grown 

increasingly dependent on Russian energy, the GOG had watched 

with concern Moscow's attempts to use the cut-off of 

supplies, first in Belarus then in Ukraine, for political 

purposes.  Schinas thought the Kremlin had miscalculated and 

may have learned its lesson, but these incidents were 

troubling. 

13. (C) This brought Schinas to the crux of the matter. 

Russia might simply be interested in maximizing its energy 

market share and thus had an interest in Western Europe 

prospering and growing economically.  On the other hand, 

Russia's recent movement toward authoritarianism was 

disconcerting and raised the possibility that its ultimate 

goal was reasserting its political power through energy. 

COMMENT 

------- 

14. (C) So far, the Greeks have looked out for, and defended, 

specific interests, and we have seen them take tough 

negotiating positions with Moscow on energy deals.  But the 

Greeks often define their interests in regional, not global 

and strategic, terms.  This has been evident across a range 

of issues, from Afghanistan, to NATO enlargement, to security 

in the Aegean.  Our conversations with Schinas at the MFA 

suggest there are some in the GOG who are thinking about the 

big picture on Russia.  But we agree with those who question 

Greece's ability to manage its relationship with Russia 

effectively. 

15. (C) The Greeks clearly enjoy being courted by the 

Russians, even if they often play hard-to-get.  Putin has 

visited twice in the last two years, and we do not expect any 

slowdown in Russian advances.  This is why high-level visits 

to Greece by U.S. officials, such as Secretary Bodman's visit 

later this month, remain important. 

COUNTRYMAN 
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SUBJECT: GREEK PM IN MOSCOW: RHETORIC (APPARENTLY) 

UNMATCHED BY DEEDS 

Classified By: DCM THOMAS COUNTRYMAN.  REASONS 1.4 (B) AND (D). 

1. (C) SUMMARY: During a December 17-18 visit to Moscow, 

Greek PM Karamanlis signed with Russian President Putin and 

Bulgarian President Parvanov an agreement establishing a 

company to construct the Burgas-Alexandroupolis oil pipeline 

through Bulgaria and Greece.  Press reports also indicate 

Putin and Karamanlis discussed the South Stream gas pipeline, 

though little headway was made toward agreement.  Beyond the 

energy talks, Karamanlis and Putin reportedly engaged on a 

broad range of topics, including EU-Russia relations, the 

Balkans, Cyprus, and defense cooperation.  Embassy hopes to 

get a readout from Karamanlis's office upon the delegation's 

return from Moscow.  END SUMMARY. 

BURGAS-ALEXANDROUPOLIS 

---------------------- 

2. (SBU) According to press reports, expanding energy 

cooperation between Russia and Greece dominated talks during 

the Greek Prime Minister's visit to Moscow December 17-18. 

The visit gave a push to the Burgas-Alexandroupolis oil 

pipeline project as the three interested parties -- Greece, 

Russia and Bulgaria -- signed a protocol for the 

establishment of an international development company to 

oversee construction in the first months of 2008.  The Greek 

press reported that Karamanlis said there were still steps to 

be taken, but that this was a landmark indicating actual 

implementation of the project was close.  The Russian 

President also characterized the signing of the protocol as 

the penultimate step for constructing the pipeline. 

Addressing an official dinner at the Kremlin before 

concluding his visit, Karamanlis underscored the significance 

of the protocol, which, beyond its economic significance, 

"will constitute a very important step for achieving 

international energy security."  He furthermore noted that 

Greece looked "forward to the mutually beneficial cooperation 

of our two countries in other sectors as well, such as 

natural gas." 

SOUTH STREAM 

------------ 

3. (SBU) Press reports indicated plans for the new South 

Stream natural gas pipeline were also discussed, though it is 

unclear whether headway was made toward a deal.  In June, 

Karamanlis announced Greece's involvement in South Stream, 

which would bring Russian gas across the Black Sea to 

Bulgaria and on to other European countries.  The Greek Prime 

Minister said in Moscow that discussions were still in 

preliminary stages, admitting that more detailed plans needed 

to be worked out.  He announced that experts from both 

countries would examine technical and economic details of the 

project, aiming for another bilateral agreement.  Putin, on 

the other hand, linked the South Stream project with the 

expansion of the Greek/Russian agreement on Russian natural 

gas supply by saying that Athens was interested in doubling 

its natural gas imports from Russia through the proposed 

South Stream pipeline between 2016 and 2040.  (NOTE: This 

would mean that Greek consumption of Russian natural gas 

would go from 2.8 bcm currently to up to 5.6 bcm in 2040. 

Currently, Greece consumes 3.7 bcm of natural gas.  END 

NOTE.) 

OTHER ISSUES 

------------ 

4. (SBU) Beyond the energy talks, Karamanlis and Putin 

reportedly engaged on a broad range of topics, including 

EU-Russia relations, the Balkans, Cyprus, and defense 

cooperation.  During a joint press conference with 

Karamanlis, Putin said they had discussed the situation in 

the Balkans, particularly the "Kosovo problem," and the 

Cyprus issue.  Putin put particular stress on how Russia and 

Greece might contribute to the promotion of international 

stability.  "In effect, what is on the agenda is the 

important issue of what world order will be established for 

many decades to come.  Alongside other states, our countries 

should make their weighty contribution to the development of 

dialogue between civilizations, making the modern world more 

just and democratic, and free from reliance on brute force 

and blackmail," Putin said. 

5. (SBU) In the defense field, Putin and Karamanlis agreed 

that bilateral cooperation was rapidly developing in many 

different directions, though they did not specify what such 

cooperation might entail.  (NOTE: Just before Karamanlis's 

visit, the Greek supreme defense and foreign policy council 

(KYSEA) announced Greece's intention to purchase several 

hundred Russia BMP armored personnel carriers, which is the 

first such major arms deal in many years.  END NOTE)  During 

the press conference, Putin said Russia was willing to sell 

Greece any system short of nuclear weapons. 

6. (SBU) Karamanlis also spoke warmly of Greek-Russian 

cooperation.  He reportedly congratulated Putin on the recent 

Duma election three times, a gesture the Greek press 

highlighted as in direct contrast to most European leaders' 

skepticism concerning the elections.  When asked by a Russian 

correspondent to comment on the reaction of "Brussels 

bureaucrats" to the Greek PM's visit to Moscow, Karamanlis 

said: "Greece is a European country and moves along within 

European policies ... however, on the bilateral level 

(policies) develop according to national interest.  Our good 

relations with Russia are to the benefit of my country and, 

in the end, (to the benefit) of Europe." 

VISIT TO THE RUSSIAN PATRIARCH 

------------------------------ 

7. (SBU) Karamanlis also met with Patriarch Alexei II in a 

highly symbolic protocol visit at the Danilovskii Monastery. 

The Patriach welcomed the Greek PM with a warm address that 

emphasized the excellent relations between the Churches of 

Greece and Russia and expressed concern about the health of 

Greek Archbishop Christodoulos, who is suffering from cancer. 

 Karamanlis thanked the Patriarch for his concern about 

Archbishop Christodoulos and in turn emphasized that 

"Orthodoxy is the most tested bridge of communication not 

only between our two Churches but also between our two 

peoples in our march to the future." 

COMMENT 

------- 

8. (C) Karamanlis's moves toward Russia are viewed positively 

by much of the Greek press and public, which attach 

considerable value to the common Orthodox heritage and 

leftist nostalgia.  In signing the Burgas-Alexandroupolis 

deal with the Russians and Bulgarians, Karamanlis is able to 

make good on a legacy issue of strengthening Greece's 

position as an energy-transit hub.  He is also trying to 

position himself as taking a "balanced" position between the 

U.S. and Russia -- in contrast to what some Greeks believe is 

the overly pro-American line of his Foreign Minister and 

political competitor Dora Bakoyannis.  Many Greek 

foreign-policy and military officials and specialists, 

however, are more skeptical and tell us they are wary Greece 

is going down a risky path. 

9. (C) We do not believe that Karamanlis's drawing closer to 

Moscow represents a fundamental re-alignment in overall Greek 

policy.  But on certain specific issues, such as moving 

toward signing a deal on the South Stream gas pipeline and 

the obsequious congratulations to Putin on the recent Duma 

elections, Karamanlis has taken positions that are not 

helpful.  Karamanlis evidently believes he can maintain a 

balance in relations with Russia and the West.  The danger, 

however, is that, having drawn closer to Moscow on energy, 

Athens may find itself under pressure to side with the 

Russians on other issues, such as relations with Iran.  We 

have told the Greeks the U.S. has no problem with better 

Greek-Russian ties.  At the same time, we continue to ask how 

Greece can reconcile its support for the Turkey-Greece-Italy 

gas inter-connector with the competing South Stream project 

-- a question to which we have yet to receive an adequate 

reply. 

SPECKHARD 
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SUBJECT: KARAMANLIS IN MOSCOW: PAR@THENS 2375 

ClassifQMAN.  REASONS 1.4 (@ARY: A partial MFA reQ 

visit to Moscow cf the protocol on the 

company for the Burgas-Alexandroupolis oil 

pipeline, formation of a working group to discuss issues 

surrounding the South Stream gas pipeline, and agreement on 

several cultural issues.  The MFA confirmed that Karamanlis 

had congratulated Putin on the Duma elections but claimed he 

did so only once, not repeatedly, as reported in the Greek 

press.  Karamanlis also described Russia as a "strategic 

partner," but MFA contacts stressed this was "nothing new" 

and had "little real meaning."  END SUMMARY. 

2. (C) Greek MFA A5 Directorate for CIS Countries Counsellor 

Elisabeth Fotiadou provided the following readout of PM 

Karamanlis's December 18-19 visit to Moscow.  The delegation 

had just returned, and she received information on the visit 

from A5 chief Ambassador Nikolas Tsamados, who had 

accompanied Karamanlis on the trip.  FM Bakoyannis and 

Minister of Development Folias accompanied Karamanlis, though 

Bakoyannis was unable to hold a bilateral meeting with 

Russian FM Lavrov because Lavrov was away from Moscow. 

Fotiadou said Karamanlis and Putin met one-on-one for an hour 

then held an expanded delegation meeting.  Information on the 

one-on-one was unavailable so Fotiadou was only able to 

provide a readout of the enlarged meeting. 

ENERGY ISSUES 

------------- 

3. (C) Fotiadou mentioned the signing of the protocol on the 

Burgas-Alexandroupolis oil pipeline, whose construction would 

begin in spring 2008.  On South Stream, she said there had 

been no "deep discussion," only an agreement on the need for 

further discussions.  A South Stream working group, with 

members from the Greek Ministry of Development and the 

Russian Energy Ministry, was also formed to work on the 

issue.  In February 2008, DFM Doukas and his Russian 

counterpart Godaev (spelling as heard) would hold in Athens 

the regular annual bilateral economic community meeting, 

which was scheduled earlier but postponed due to the Russian 

Duma elections in early December. 

OTHER ISSUES 

------------ 

4. (C) Nothing was mentioned on Kosovo or FYROM/Macedonia at 

the enlarged meeting, though Fotiadou said her office had 

prepared TPs for Karamanlis on Kosovo (content not 

disclosed), which he likely used in the one-on-one.  On other 

European issues, the enlarged group discussed deepening 

Russia-EU ties, particularly since the break in the logjam 

over Polish meat and the Russia-EU Partnership and 

Cooperation Agreement.  There also was an extended discussion 

on cultural issues, including Greek agreement to open a 

Slavic languages department at Athens University, for which 

the Russians had been pushing for years.  Greece offered to 

provide advice to Russia on organizing the 2014 Sochi winter 

Olympics, and the sides agreed to mark a "year of Greece" and 

a "Year of Russia" in their respective countries in 2013 in 

the run-up to the Olympics.  Karamanlis thanked Putin for 

Russian assistance during the August fires in Greece, and the 

sides also discussed tourism in light of the growing number 

of Russians vacationing in Greece. 

ELECTION CONGRATS AND "STRATEGIC PARTNERSHIP" 

--------------------------------------------- 

5. (C) On reports that Karamanlis had repeatedly 

congratulated Putin on the recent Duma elections, Fotiadou 

confirmed that Karamanlis had indeed offered congratulations 

but only once during their opening statements.  As for 

reports on Karamanlis talking about a "strategic partnership" 

or "strategic alliance," Fotiadou said Karamanlis had used 

the term but that this was "nothing new" and had been done 

for at least several years.  In any case, she said, the term 

had "little real meaning" and served primarily a protocol 

purpose. 

COMMENT 

------- 

6. (C) Fotiadou's readout was partial, at best, and seemed 

pitched in a deliberately low-key tone for her American 

interlocutor.  The reality of the meetings was probably 

somewhere between this and the over-the-top reports carried 

in the hyperbolic Greek press (reftel).  In any case, there 

did not appear to be much accomplished substantively in 

Moscow beyond the signing of the agreement to move into the 

final stages of pre-construction on the 

Burgas-Alexandroupolis oil pipeline.  We will continue to 

watch the development of Greek-Russian relations closely and 

to push the Greeks on their position on South Stream.  We 

will also continue to seek a fuller readout on the Moscow 

visit from the offices of PM Karamanlis and Development 

Minister Folias. 

SPECKHARD 
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SUBJECT: PM KARAMANLIS TOUGH ON MACEDONIA NAME, PRAGMATIC 

ON TURKEY, RUSSIAN ENERGY 

Classified By: AMBASSADOR DANIEL SPECKHARD.  REASONS 1.4 (B) AND (D). 

1. (C) SUMMARY: In his first meeting with the Ambassador, 

Prime Minister Kostas Karamanlis took a hard line on te 

Macedonia name issue, saying he had "done hs part," while 

Skopje had become increasingly intransigent.  A mutually 

acceptable solution -- which could include a composite name 

of "New, Upper, North, whatever Macedonia" for use in 

international fora and another name (i.e., the constitutional 

name) for internal use -- had to be found now before the NATO 

Bucharest summit or Greece would not approve FYROM's entry 

into Euro-Atlantic institutions.  On Kosovo, Karamanlis was 

less categorical, noting that Greece could understand U.S. 

concerns about delayed independence leading to instability. 

Nevertheless, Karamanlis said that the period after the 

Serbian elections could offer one more hance for 

negotiations to lead to a mutually cceptable solution.  On 

energy, Karamanlis arued that the Russians were going to 

build the South Stream gas pipeline, if not through Greece 

then somewhere else, so it was in Greece's interest that it 

go through Greece.  On Turkey, he said relations were better 

now than in the past and that he had a good relationship with 

PM Erdogan.  Karamanlis confirmed his visit to Turkey in 

January, and while he was "not optimistic" about a 

breakthrough, such a visit could have a long-term positive 

impact on bilateral relations.  END SUMMARY. 

PRIORITIES 

---------- 

2. (C) The cordial January 4 meeting began with the 

Ambassador and Karamanlis providing overviews of their 

respective priorities.  The Ambassador said he was focusing 

his attention on four areas: 1) working with Greece to 

increase stability in the Balkans (including supporting 

efforts to find a solution to the Macedonia name issue and 

address the situation in Kosovo); 2) promoting regional 

stability in the Eastern Mediterranean (including supporting 

improvements in relations between Greece and Turkey and 

working toward a solution of the Cyprus problem); 3) working 

with Greece to combat domestic and international terrorist 

threats; and 4) promoting economic development (including 

promoting Greek and European energy security, bilateral trade 

and investment, and economic development in the wider Balkan 

region).  Karamanlis agreed this was a good set of priorities 

and spoke of the very close relations and similarity of 

outlook between the U.S. and Greece.  Greece's policy in the 

region had three basic goals: 1) promotion of the EU as the 

primary stabilizing factor in Europe; 2) changing the Balkan 

tradition of conflict to one of cooperation; and 3) seeking 

good relations with Turkey.  Karamanlis admitted Greece was 

not yet ready to be a leader in the EU -- its economy needed 

greater vitality -- but Greece was now at the top of the 

middle of the EU countries, as opposed to being at the bottom 

in the 1980s.  In terms of domestic priorities for 2008, 

Karamanlis said he would focus on reforms of the pension 

system (this was "our historical duty and had to be 

accomplished regardless of the political costs"), 

privatization, including leasing of major ports at Piraeus 

and Patras and the selling of Olympic airways, and education 

reform, including creating a legal framework for private 

universities in Greece. 

MACEDONIA NAME ISSUE 

-------------------- 

3. (C) Karamanlis took a hard line on the Macedonia name 

issue.  He said Greece wanted the entire Balkan region to be 

incorporated into Euro-Atlantic institutions and to 

assimilate Western values, which would improve stability and 

further economic development.  But, Karamanlis said, "let me 

be very frank, I think I have done my part."  According to 

the PM, Greek public opinion earlier had been very opposed to 

any use of the name "Macedonia," but following UN negotiator 

Nimetz's forward-leaning proposal two years ago, Greece under 

Karamanlis's leadership took the "bold step" of accepting 

Nimetz's proposal as a basis of negotiation, which came at 

tremendous political cost to Karamanlis and the New Democracy 

party (support in Karamanlis's home region of Greek Macedonia 

slipped from more than 50 percent to 40 percent).  Greece was 

open to a composite name -- "New, North, Upper, whatever 

Macedonia."  But a compromise was essential, Karamanlis 

argued, and so far FYROM remained intransigent, which 

Karamanlis attributed, in part, to the U.S. decision to 

recognize Macedonia by its constitutional name. 

4. (C) Karamanlis said he had told FYROM leaders that any 

Greek government going further would be thrown out of office. 

Thus, it was essential to find a mutually acceptable 

solution now.  In response to the Ambassador's query as to 

whether it would be possible to work to show real progress 

and commitment in the negotiations before the NATO Summit, 

while leaving the ratification period for finalizing an 

agreement, Karamanlis insisted that this would not be 

acceptable and an agreement needed to be reached before the 

Summit.  Without a solution, he said, "we cannot approve 

FYROM's entry into Euro-Atlantic institutions."  As for 

Nimetz's proposal for a two-name solution (Republic of 

Macedonia for internal use and a composite name for the UN, 

NATO, and other international usage), Karamanlis said Greece 

could live with that, but the composite name had to be used 

in all international fora, and Greece expected the U.S. to 

use the composite name as well. 

KOSOVO 

------ 

5. (C) Karamanlis was less categorical on Kosovo.  He said 

Greece understood U.S. arguments about a delay in 

independence for Kosovo would foster further instability, but 

Greece wanted to find a solution that would avoid extremes 

and be more "swallowable."  Greece understood there would be 

no UDI before Serbian elections, and after the elections, 

negotiations should be given another try.  In his meetings 

with his Serbian counterpart last year, he felt that there 

was an understanding of the inevitability of independence but 

also heard a plea for "autonomy" as a step on the road to 

making independence politically palatable.  "Autonomy can 

always evolve into independence," the Serbian PM told him. 

The Ambassador highlighted the U.S. position of support for 

the Ahtisaari plan and urged the PM to use his and Greece's 

influence to encourage Serbia to recognize that Kosovo was 

lost and to act now in their own self interest in pursuing 

European integration for Serbia and Kosovo as the best way to 

protect Serbian interests in the region.  The PM said Greece 

would work within the EU to find a consensus, which was 

essential in promoting stability during this tense period. 

6. (C) On Russia's position on Kosovo, Karamanlis noted that 

Putin during Karamanlis's December visit to Moscow was 

surprisingly less "aggressive" on the issue than previously. 

Three years ago, Putin had done an hour-long monologue on 

Ukraine, and Karamanlis expected something similar on Kosovo 

in December.  While Putin's arguments on Kosovo remained the 

same, it was clear this time that Kosovo was "not his highest 

priority." 

RUSSIA AND ENERGY 

----------------- 

7. (C) Speaking in broader terms about Russia, Karamanlis 

opined it was a nation with a great, if tragic, history and 

had felt "humiliated" in the 1990s.  Now Russia was getting 

richer and wanted to be part of the "leading team."  Putin 

obviously was "no teacher of democracy," but on basic issues, 

such as global stability and battling terrorism, Russia could 

be counted as a partner.  There was "no doubt" that Greece's 

values would not change, but Russia was an important country 

and Greece needed good relations with it.  For one, many more 

Russian tourists were now coming to Greece.  Then, of course, 

there was the energy question. 

8. (C) Karamanlis said he Burgas-Alexandoupolis oil pipeline 

had been in the works for 20 years, so that was nothing new. 

As for the Russian South Stream gas pipeline, Karamanlis said 

the Russians were going to build it, if not through Greece, 

then somewhere else.  Thus, "it's better for us if it's 

through Greece."  On the Ambassador's concern that South 

Stream could overshadow the Turkey-Greece-Italy gas 

interconnector (TGI) and confuse potential investors, 

Karamanlis tried to downplay progress on South Stream.  He 

and the Bulgarian and Italian presidents had only said they 

were "interested" in South Stream, but it would be "hard and 

time-consuming" to get the project off the ground.  As for 

TGI, he told a Moscow story:  Putin asked him what kind of 

gas Greece thought it could get through TGI.  Karamanlis 

replied "Azeri," to which Putin retorted "they don't have 

any."  The PM, however, was pleased with the cooperation with 

Azerbaijan and confident the project would proceed. 

TURKEY 

------ 

9. (C) Relations with Turkey were better than previously, 

according to Karamanlis, particularly in terms of his 

personal relationship with Turkish PM Erdogan.  But he could 

not say there had been any progress on substantive issues. 

Karamanlis's January trip to Turkey, which the PM confirmed, 

was a "very sensitive exercise," but one that might possibly 

lead to a "breakthrough."  Karamanlis was "not optimistic," 

but the visit could open a door.  Elements in the Turkish 

military appeared opposed, as was some of the Greek press. 

There might not be any immediate progress on substantive 

issues, but the visit could help strengthen relations in the 

longer term. 

10. (C)  This was also why Greece supported Turkey's EU 

accession.  Greek public opinion rose and fell on the issue 

depending on events in the Aegean, but from Karamanlis's 

point of view the rational for EU membership was very simple: 

a European Turkey would make a much better neighbor.  The 

Cyprus issue was not a Greece-Turkey bilateral issue, but it 

did overshadow and complicate the EU question.  Karamanlis 

said that perhaps after the Cypriot presidential elections in 

February there would be a window of opportunity to move 

forward on the Cyprus issue.  Whatever happened, Greece would 

be "helpful." 

COUNTERTERRORISM 

---------------- 

11. (C) The Ambassador emphasized the importance of 

cooperating on counterterrorism, particularly given Greece's 

geo-strategic location near the Middle East.  He also 

underscored his determination to bring to justice the 

perpetrators of the January 2007 RPG attack against the 

Embassy.  The PM assured the Ambassador of continued 

cooperation on counterterrorism. 

ADVICE FOR AMERICAN AMBASSADORS 

------------------------------- 

12. (C) Karamanlis concluded the meeting with some friendly 

pointers on negotiating the Athens diplomatic scene.  It was 

very important for the U.S. Ambassador to be discrete. 

Meddling with politicians or the press was unhelpful.  Too 

close relations with Greek politicos, journalists, and 

prominent businessmen were also dangerous.  Such contacts 

could lead to one being dragged down into "Balkans gossip." 

BIO NOTE 

-------- 

13. (C) The meeting took place in Karamanlis's office at the 

Maximou Palace.  Journalists with cameras were at the gate 

but had no opportunity to approach the Ambassador.  During 

the meeting, Karamanlis was very comfortable and gregarious, 

often expressing his respect and affection for the United 

States.  There were virtually no pauses in the conversation, 

and Karamanlis at times became animated, particularly when 

discussing the Macedonia name issue and Kosovo.  He sat on 

the edge of his seat and took out his Greek worry beads.  He 

spent over an hour with the Ambassador, more than double the 

allotted time. 
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Summary 

------- 

1.    (C) Prometheus Gas Chairman Dimitri Copelouzos told the 

Ambassador and the acting Economic Deputy in a meeting on 

February 15 that he does not see Gazprom moving ahead with 

Southstream through Greece for many years.  Copelouzos also 

indicated Prometheus Gas could supply another 3 bcm to Greece 

via Bulgaria in as little as eight months at a cost of 50 

million euros.  Other highlights of the meeting include a 

discussion of the Copelouzos Group's business activities in 

Greece and the Balkans; Russian energy activities in Greece, 

including the Gazprom/DEPA energy supply agreement; and the 

Trans-Adriatic Pipeline.  End Summary. 

Copelouzos Group Investments in Greece and the Balkans 

--------------------------------------------- --------- 

2.    (C) Copelouzos, who is also the Chairman and Managing 

Director of the Copelouzos Group of Companies was joined by 

his General Manager, Ioannis Karydas, in a meeting with the 

Ambassador and the acting Economic Deputy on February 15. 

Copelouzos informed the Ambassador that his Group's 

investments in Greece are focused in the energy sector and 

laid out his major investment projects.  According to 

Copelouzos, his group has built approximately 65 to 70 

percent of all power plants (hydro, diesel, lignite and 

combined cycle) in Greece.  In addition, eight months ago, 

Copelouzos Group won a government tender to build the 

country's first fully privately-owned power plant. 

Copelouzos hopes to execute the contract with the government 

for the 400 MW plant within the next 15 days; however, he 

expressed some frustration that the government has dragged 

its heels for several months.  (Comment: New power plants 

such as those Copelouzos described have a potentially 

important role in promoting our Southern Corridor Strategy. 

They represent the first significant expansion in Greek 

domestic gas demand in the coming years.  End Comment.) 

3.    (C) Copelouzos also told the Ambassador that his group 

is a leader in photovoltaic energy in Greece.  His group 

hopes to have a photovoltaic plant near Patras on-line in as 

soon as eleven months.  The Group,s other activities in 

Greece include selling natural gas and investing in mixed 

projects with the Greek state, including the new airport and 

the suburban rail extension to the airport.  Most recently, 

the Copelouzos Group has engaged with the GOG to build a new 

casino and resort near the new airport.  Copelouzos described 

the concept as a &mini Las Vegas,8 and indicated that the 

government might publish a tender for Greece's second casino 

license within the next six months.  He believes the 

investment will be good for Greece and will increase usage of 

the urban rail, which currently is underutilized. 

4.    (C) Copelouzos Group is very active elsewhere in the 

Balkans as well.  The Group has invested in a power plant in 

Bulgaria together with the Bulgarian National Electric 

Company (NEC).  In Albania, the Group recently won a tender 

for a 200 MW diesel power plant and is negotiating with the 

government for a 300 MW combined cycle plant near the Greek 

border.  (Comment: This plant potentially would be fed with 

gas coming off a spur from TGI.  End Comment.)  The Group is 

looking for an American company to co-invest in the latter 

project.  Copelouzos,s firm is actively pursuing investments 

in Macedonian power plants, but he does not believe the GOM 

is ready yet for serious negotiations, despite the country's 

considerable need for additional electricity. 

Southstream 

----------- 

5.    (C) The Ambassador probed Copelouzos on his thoughts 

regarding Southstream.  Copelouzos indicated that the 

Russians are thinking seriously about Southstream, and the 

project is a priority for Gazprom as it continues to look for 

more ways to export its gas.  According to Copelouzos, the 
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Russians have already signed agreements with Bulgaria and 

Serbia for the export of gas.  Copelouzos believes that these 

and other countries are eager to sign agreements with Gazprom 

due to transit disputes between Turkey and Azerbaijan.  When 

pushed on the issue of whether Gazprom desires to own a 

pipeline in Greece, Copelouzos responded that Gazprom has 

proposed a line through Greece to Italy, but that the 

Russians hve already made a deal with Serbia for export of 

their gas to Central Europe.  Gazprom has not signed anything 

with the Greeks. 

6.    (C) Copelouzos stated that he likes the idea of 

Southstream in Greece because it will bring in more gas and 

building the pipeline could be an important project for his 

company.  That said, he indicated that a submarine pipeline 

and another line to Italy does not make sense.  The Ambassador 

thanked Copelouzos for this infrmation and emphasized the USG's 

strong support for TGI through Greece. Copelouzos added that 

it does not make sense for Gazprom to build several lines 

in the near future.  In his opinion, Southstream would not 

be realized for many years. 

Gas Supplies for Greece 

----------------------- 

7.    (C) In response to the Ambassador's question about 

whether the GOG has signed a new agreement to double Gazprom 

gas supplies to Greece, Copelouzos responded that the current 

agreement for 3 bcm expires in 2016.  He explained that 

Copelouzos Group,s joint venture with Gazprom, Prometheus 

Gas S.A., could provide another 3 bcm to Greece for the first 

time this year because DEPA (Greece's public gas supply 

corporation) has sold all its gas already.  The extra 3 bcm 

could be delivered to Greece via Bulgaria, according to 

Copelouzos.  As is, the current pipeline could deliver an 

extra500 mcm.  The remainder of the extra 3 bcm could be 

delivered with adjustments to the pipeline that would cost 

approximately 50 million euros and take up to eight months. 

Trans-Adriatic Pipeline (TAP) 

----------------------------- 

8.    (C) When questioned by the Ambassador about the TAP, 

Copelouzos responded that there are many pipelines reported 

on in the news, but that the Turkey-Greece-Italy pipeline is 

the true pipeline.  He stated that he does not know when it 

might be possible to execute the TAP, but that ultimately, it 

would depend upon the gas supply from Turkey.  Copelouzos 

indicated that for an 11 bcm line to be built, one needs both 

supply and demand. 

A Note on Diversification 

------------------------- 

9.    (C) The Ambassador concluded the meeting by stating 

that the U.S. was very interested in the energy sector in 

Greece and the region, and that it was our hope that the 

sector would remain transparent and open to competition.  He 

stated that the U.S. has no issue with Russia or Gazprom as a 

major supplier to Europe and Greece.  However, we feel 

strongly that there needs to be diversification in energy 

suppliers and routes.  Copelouzos concluded by saying that 

his company will buy gas from whomever has the better price. 
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1. (C) Summary.  Minister of Development Folias told the 

Ambassador he had found a spirit of "excellent cooperation" 

in Baku during his March 17 trip there.  Folias was 

particularly pleased to hear from Baku that Azerbaijan had 

"lots of gas", some of which was available immediately. 

Unfortunately, his trip to Baku threw a stark light on the 

transit dispute between Baku and Ankara, which left Folias a 

bit unsettled.  At the Ambassador's urging, Folias instructed 

his staff to set up quickly a visit for the Minister to 

Ankara.  On Russia, Folias noted he wanted to build strong 

energy relations with as many energy suppliers as possible. 

This is simply good business sense, he claimed.  He noted 

that the next meeting of the South Stream inter-governmental 

working group would take place in another ten days.  Folias 

also promised to continue making headway in rationalizing 

Greece's arcane, Byzantine and opaque procurement rules.  End 

Summary. 

- - - - - - - 

Baku Readout 

- - - - - - - 

2. (C) Folias provided a fairly glowing readout of his visit 

to Baku, saying his meetings were held in a "very good 

spirit" and praising the "excellent cooperation" he found. 

He met with the Azerbaijani President, Prime Minister, as 

well as with the Minister of Industry/Energy, and the Deputy 

Foreign Minister.  He also had a meeting with SOCAR.  Folias 

noted his trip was the fulfillment of a promise Prime 

Minister Karamanlis had made to President Aliyev during the 

November 2007 TGI ceremony at the Turkish-Greek border. 

3.  (C) Folias said he had told his Azerbaijani counterparts 

that he wants long-term cooperation based on concrete 

arrangements.  These should focus, in the energy field, on 

setting up the mechanics necessary to safeguard Greece's 

energy supplies.  He noted that "The Azeris are as keen to 

work with us as we are with them.  Moreover, they have a huge 

supply of gas."  Folias said Azerbaijani officials had told 

him that the country had gas for 100 - 200 years, and that it 

had extracted 28 bcm of gas this year alone. 

4.  (C) Folias noted he had told the Azerbaijanis that, in 

the short-term, Greece very much wanted to secure an 

additional 1 bcm of gas supply from Baku to cover immediate 

Greek needs.  "They are ready to supply this", he said. 

5. (C) Folias noted that his visit was about establishing a 

broad framework of cooperation with the Azerbaijanis: "Energy 

was not the only item on our agenda."  He noted that the two 

sides had investigated cooperating in establishing joint 

ventures between small and medium-sized enterprises in the 

tourism and trade industries.  The Greek side had offered its 

assistance in helping Baku set up: a food quality control 

organization; a standardization organization; and an 

alternative energy organization.  Lastly, Athens was offering 

its shipping industry expertise. 

- - - - - - - - - - - - - - - - - - - - - - - - - 

The Fly in the Ointment: Turkey's Transit Demands 

- - - - - - - - - - - - - - - - - - - - - - - - - 

6. (C) Folias said that, while his meetings in Baku gave him 

hope, he left with increased concern about Turkey.  He 

reminded the Ambassador of the Turkish cut-off in Greece's 

initial TGI gas supplies this winter.  "Luckily the winter in 

Greece was not too cold.  We were able to make up for the 

cut-off in gas supplies from Turkey through additional 

supplies through Bulgaria and Algeria, but this initial stage 

of TGI did not go the way we had planned it."  The Minister 

went on: "We have to be secure.  If you're trying to do 
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long-term planning out to 2020, you need concrete, reliable 

information." 

7. (C) Folias' concerns over Turkey were heightened in Baku, 

where he heard from numerous sources about the transit 

impasse between Baku and Ankara.  Folias was considering 

calling a four-way meeting of the TGI member states plus Baku 

in order to flesh out a four-way TGI A inter-governmental 

agreement.  "We're all married through TGI, now we need to 

make the marriage work."  Folias said the key challenge was 

"how to convince Turkey to be happy solely as a transit 

country" in view of Turkey's goal to "trade 15% of the gas 

coming from Azerbaijan."  Folias said he used to think of 

Azerbaijan and Turkey as being as close as a "finger and its 

nail," but was now concerned this relationship appeared to be 

growing distant. 

8. (C) The Ambassador praised Folias for the multiple actions 

he had taken to support TGI recently, including a trip to 

Italy in late January, helping ratify the GoG-GOAJ bilateral 

energy IGA in February, and finally his trip to Baku.  He 

said we recognized Folias' concern over the cut-off but 

encouraged him to look at this as only a reason to continue 

the strategy of diversity in supplies and routes and as an 

opportunity for working with Turkey to develop a more robust 

agreement.  The Ambassador also noted the role we played and 

will continue to play in encouraging Turkey to maintain gas 

supply to Greece.  He asked Folias whether he was now 

considering a trip to Ankara, which seemed particularly 

useful in the current circumstances.  Folias said he had 

hoped to visit Ankara on his way back from Baku, but that he 

had had to cut his trip short in view of the difficultwith Russia 

- - - - - - - - - - - - - - - - - - - - 

9. (C) The Ambassador asked about the state of Greek 

cooperation with Russia on energy, noting that the USG 

recognized that this relationship was strong and did not want 

to undermine it.  Our concern was simply when Russia used its 

monopoly power to pressure Greece.  We were particularly 

concerned that Russia not link issues such as the extension 

of the current Russian supply agreement to other, separate 

issues. 

10. (C) Folias emphasized that he wanted to have productive 

energy relations with as many supplier countries as possible. 

"Greece does not have an energy supply surplus."  His policy 

was to have at least two major gas suppliers.  "What happens 

if a terror attack destroys one supply pipeline?"  His 

highest priority with Russia was to extend to 2040 the 

current supply agreement that is set to expire in 2016.  He 

said he saw "no strings attached" in his negotiations with 

Gazprom and Russian authorities. 

11. (C) Folias noted that Russian Deputy Energy Minister 

Yannofskiy had been in Greece March 13 for discussions. The 

two sides had set up a "technical secretariat" to consider 

Greece's participation in South Stream, which was to meet 

again in another 10 days.  On oil, the Burgas-Alexandroupoli 

company had been set up and held two board meetings, but now 

the company needed to work up a feasibility study for the 

pipeline. 

12. (C) Folias ended the discussion on Russia by saying "we 

know Russia is not happy with TGI.  But we've told them that 

Greece must support its EU partners as a conduit of Caspian 
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gas.  We simply cannot undercut our international 

reputation." 

- - - - - - - - - - - - - - - - - - - - - - 

Ambassador Urges Folias not to Support TAP 

- - - - - - - - - - - - - - - - - - - - - - 

13.  (C) The Ambassador urged Folias not to support the 

Trans-Adriatic Pipeline of EGL and promised to supply Folias 

with information backing up the USG's belief that TAP would 

not serve Greece's interests.  Folias thanked the Ambassador 

in advance for the information. 

- - - - - - - - - - 

Procurement Issues 

- - - - - - - - - - 

14. (C) The Ambassador also discussed Greek procurement.  He 

thanked Folias for recent moves to simplify Greece's 

procurement procedures, noting the good work of the 

Development Ministry's Secretary General for Procurement, 

Dimitris Skiadas.  He urged the GoG to continue these efforts 

by establishing a clear list of documents U.S. firms could 

submit in order to meet the requirements of Greek law. 

Currently, there are required documents available to Greek 

firms from the Greek government that simply did not have 

equivalents in the United States.  Folias called Skiadas on 

the phone during the meeting, who assured the Minister that 

the final list of alternative documents would be published in 

May.  Folias also said he wanted to go to an on-line 

procedure for tendering as the best way to assure fairness, 

transparency, and efficiency.  He promised to create a system 

that would protect the proprietary information supplied by 

all bidders.  He also stated that he would like to reduce the 

level of detail in specifications and requirements in order 

to give authorities more discretion and responsibility in the 

process. 
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SIPDIS 

E.O. 12958: DECL: 04/12/2018 

TAGS: PREL, ENRG, EPET, GR 

SUBJECT: DAS BRYZA'S APRIL 10-12 VISIT TO GREECE 

Classified By: Ambassador Daniel Speckhard for Reasons 1.4 (b,d) 

1. (C) Summary.  Arriving in the wake of the Bucharest 

Summit, EUR DAS Bryza found his Greek counterparts expressing 

a strong commitment to work with the United States on a range 

of issues including, but not limited to, the Macedonia name 

issue.  On Macedonia, his counterparts promised that Greece 

would work towards a solution, but as one interlocutor told 

him, "in your dealings with us, please do not treat your old 

ally Greece and FYROM as equals."  GoG officials spoke 

uniformly of Greece's effort to seek diversification of 

natural gas supplies, promising full commitment to the TGI 

pipeline.  While Bryza did not try to convince them to drop 

support for Gazprom's South Stream proposal, he urged them to 

make TGI their state's top energy priority, and to do so 

publicly.  Greek officials expressed no clarity on whether 

and how Greece would recognize Kosovo, particularly in view 

of uncertain Serbian elections.  Discussions of Cyprus 

ge`h one 

minister calle 

President Sioufas, Foreign Affairs Minister Bakoyannis, 

Deputy Ministers of Foreign Affairs Valynakis and Doucas, 

Foreign Affairs Secretary General for International Economic 

Affairs Skylakakis, Minister of Development Folias, Deputy 

Diplomatic Advisor to the P.M. Bitsios, PASOK Foreign Affairs 

Advisor Dolis and National Gas Company of Greece (DEPA) 

President Papageorgiou.  End Summary. 

- - - - - - - - - - - - - - - - - - - - 

The Name Issue: Alliance 

Solidarity Key; Ready to Move Forward 

- - - - - - - - - - - - - - - - - - - - 

2.  (C) On Macedonia, FonMin Bakoyannis said that it is key 

for Greece that Bucharest had ended with a display of 

Alliance solidarity, and she emphasized that Greece remains 

committed to continuing negotiations aimed at a final 

resolution.  She lamented, however, that "Skopje has a long 

way to go."  With an eye towards the political stand-off in 

Skopje over elections, Bakoyannis noted that Greece would 

reject at this point any name offer by Gruevski that was 

predicated on the results of upcoming elections.  Moreover, 

she noted the paramount importance to Greece that any 

solution be truly final, and invoked the resultant need for a 

Security Council resolution to seal the deal.  "Anything else 

will not solve the irredentist logic, which we want to bury 

once and for all."  Bakoyannis claimed that she was in a 

delicate position: while she wanted to address the issue in a 

forward-leaning, logical way, she was hearing "incredible 

things" in Parliament that highlighted the popular passions 

associated with the issue.  Nonetheless, she stated outright 

that she was ready to go wherever asked to continue talks: 

"I'll go to Geneva, New York, Skopje, or stay here.  All are 

ok." 

3.  (C) For his part, Deputy FonMin Valynakis demonstrated a 

certain amount of showmanship, handing Bryza a picture of the 

Macedonian PM laying a wreath on a map of an enlarged 

"united" Macedonia.  He also read a quote from a 1944 

Circular Airgram from then-Secretary of State Stettinius that 

characterized any talk of a "Macedonian nation or Fatherland" 

as "unjustified demagoguery" and a "possible cloak for 

aggressive intentions against Greece."  Valynakis could not 

concede that Skopje had demonstrated flexibility in accepting 

Nimetz,s "Republic of Macedonia (Skopje)" proposal, 

discounting "parenthesis and dashes" as unacceptable.  He 

urged the U.S. and others to send positive messages to Skopje 

for genuine compromise through UN auspices.  He furthermore 

reiterated that Greece's strategic goal was to see Skopje 

integrated into the EU and NATO, but that Greece took the 

good neighborly relations criteria very seriously. 

4.  (C) Lastly, Deputy PM Diplomatic Advisor Bitsios 

emphasized that, for him, the basic issue with the name was 

that one part of historical Macedonia could not be allowed to 

"claim the whole." He said any solution must take account of 

Greece's key three principles: the final solution must lead 

to "a name that makes a difference," one that will be used 

"for all international relations", and one that must be 

enshrined in the ROM's constitution.  "This is the best way 

to enforce any final solution."  Bitsios discounted the 

chance that political instability in the Republic of 

Macedonia could lead to that country's break up.  Lastly, he 

urged the U.S. not to treat "Skopjeans" and Greeks as equals 

in view of the tremendous shared history of the American and 

Greek people. 

5.  (C) DAS Bryza underlined that the UN was and remained in 

the lead on the name issue: the USG would, however, help 

whenever and wherever possible.  "We were invited by you, the 

Macedonians, and Matt Nimetz to assist, and we will."  He 

conveyed the impressions of US NATO Ambassador Nuland from 

her April 9 visit to Skopje that, after Bucharest, the 

Macedonian officials were ready to find an acceptable 

compromise.  "They realize they have to move, and in fact, 

have moved by apparently accepting Nimetz' last proposal." 

Bryza urged Greece to take advantage of this opening. 

- - - - - - - - - - - - - - - - - - - - 

Kosovo: No Clear Way Forward for Greece 

- - - - - - - - - - - - - - - - - - - - 

6.  (C) Greek officials did not outline a clear path towards 

Greek recognition of Kosovo.  Bakoyannis noted that the GoG 

had had a "very hard time in Parliament -- the political 

parties want Greece out of Kosovo and Afghanistan." 

Personally, she felt that "UNMIK is hugely important, as is 

the Greek role within it.  Nonetheless I see a raft of 

problems, such as the legal basis for UNMIK moving into 

Northern Kosovo."  She linked the parlous political situation 

in Serbia with the GoG's wait-and-see attitude vis-a-vis 

Kosovo.  "If Tadic wins the elections, ok, we can make 

positive moves -- we would consider recognition by UNGA.  If 

someone else wins, that's a problem."  She was in close 

contact with 5-6 like-minded European allies (Spain, etc), 

and they were all looking for a "good way forward" that would 

"keep Serbia calm."  She highlighted a problem with the Dutch 

Parliament, which wanted to predicate an EU SAA on 

extradition of Mladic, a position she found unworkable. 

7.  (C) Bryza reminded Bakoyannis of the continuing U.S. 

commitment to Kosovo.  He was concerned by EU Foreign Affairs 

Commissioner Solana's recent statements and attitude, which 

we thought made the EU look a bit desperate on the issue.  It 

is important that we not allow ourselves to seem too eager to 

base our actions on hoped-for Serbian good will as we believe 

this could end up being counterproductive.  Nonetheless, 

Serbian integration into Euroatlantic institutions remains a 

cornerstone of our policy for Europe. 

- - - - - - - - - 

Cyprus and Turkey 

- - - - - - - - - 

8. (C) Bryza's discussions about Cyprus quickly evolved into 

a broader discussion of the recent AKP court case and the 

evolution of Turkish democracy.  All of Bryza's interlocutors 

showed themselves to be strongly supportive of Turkey's 

European aspirations and equally worried that the AKP court 

case could have a fundamental and damaging impact on this. 

Bakoyannis noted her renewed hopefulness on Cyprus in the 

wake of the Ledra Street opening and the restarting of the 

July 8 framework process, but said "we simply do not know 

what Turkey aims for in Cyprus." In perhaps the most 

intQmments, and ones that rrealities and not grounded in the 

past.  He explained that, now that a confident Cyprus had 

successfully integrated into the EU, security issues facing 

the island had changed and it was time to start viewing 

security and Turkey from a different, updated angle.  In 

short, Valynakis did not see how the concept of Turkey as a 

Guarantor Power made any sense in the new, post-EU accession 

world.  Bryza cautioned Valynakis against deploying 

opposition to the 1960 Treaty of Guarantee at this point, 

just as settlement talks are about to recommence; such a move 

at this point would poison the atmosphere and risk a new 

breakdown in a process that is just gathering steam. 

- - - - - - - - - - - - - - - - - - - 

Energy: We're Committed to Diversity 

through TGI (and South Stream) 

- - - - - - - - - - - - - - - - - - - 

9. (C) Minister of Development Folias, FonMin Bakoyannis and 

other Greek officials repeatedly and emphatically stressed 

their government's firm commitment to assuring energy 

security through multiple routes and sources of energy. 

Bakoyannis said "diversification is our policy," and Folias 

emphasized that it was his "deep-rooted principle to have 

diversity of energy supplies."  Folias told Bryza he was 

dedicated to achieving TGI through action and not just words. 

 "If I have to travel to Baku every six months to make TGI 

happen, I will do so."  Folias had conducted a very positive 

visit to Baku in March, where he found the Azerbaijanis 

clearly committed to making TGI work.  He saiQhe wanted to 

purchase an additional 1 bcm from Baku asap; this, combined 

with Greek Algerian purchases, would bring the Russian share 

of Greek gas imports from 80% to below 60%.  Bakoyannis noted 

that she had told Russian Deputy Foreign Minister Titov 

earlier in the day that Greece was dedicated to completing 

TGI.  (Note: As well as participating in South Stream.  End 

note).  She informed DAS Bryza that, while Folias has the 

lead on energy issues, she would be as supportive as 

possible. 

10.  (C) All interlocutors expressed concern over Turkey's 

commitment to TGI.  Folias said it was essential that Turkey 

serve "as a transit country and not a reseller."  Both he and 

Bakoyannis expressed concern over the ramifications of 

Turkey's gas cutoff to Greece in the winter, although Folias 

noted that the situation had improved tremendously: "The flow 

from Turkey is up to the level it should be, and the quality 

of the gas we are receiving has improved."  He moreover 

admitted that Turkey had had the contractual right to reduce 

flows of gas to Greece as a result of its own gas shortfall. 

Folias said he was about to invite his counterparts from 

Italy, Turkey and Azerbaijan to meet in Athens in order to 

help resolve outstanding TGI issues, including the Turkish 

transit dispute.  Parliament President Sioufas also noted the 

importance of resolving the Turkey transit issue, but was 

emphatic in his appreciation for the support shown by Turkish 

Energy Minister Guler for TGI.  "In order to sign the 

Turkey-Greece-Italy gas inter-governmental agreement, he 

traveled five hours from his electoral district to meet with 

me, which he did for six hours.  Then he drove back to his 

district the same day.  And he did all this four days before 

the national elections." 

11.  (C) DAS Bryza's GoG interlocutors told him that Greece 

wanted to participate in South Stream, but put this into the 

context of Greece's search for more gas from whatever source. 

 "We need more gas, and it is essential that supply meet 

demand," Folias emphasized.  He noted that a Greek technical 

group had recently returned from discussions in Moscow over 

the modalities of South Stream, and said that another Russian 

technical group "might come to Athens soon."  FonMin 

Bakoyannis said that "On South Stream, Greece wants 

diversification -- I have been to Algeria, my Deputy Minister 

has been to Egypt.  Our Government has told our shippers to 

build LNG tankers..." 

12. (C) DEPA President Papageorgiou told Bryza that Gazprom 

was playing hardball in its negotiations with the GOG.  He 

urged Bryza to use his meeting with Folias to stiffen Folias' 

backbone.  He noted that Gazprm was predicating extension of 

the 2016 gas areement on reduced DEPA offtake of Gazprom gas 

in order to allow Gazprom to begin marketing its gas in 

Greece directly.  Gazprom was also working through its 

Italian partner ENI to enter the Greek market through 

purchasing one of the new regional gas companies (EPAs) that 

DEPA was in the process of establishing.  Gazprom was also 

likely to try to bid for a controlling share of DEPA, once 

the GoG privatized the firm.  Papageorgiou stressed that, 

from his optic, Gazprom wanted to take over all aspects of 

Europe's gas system -- from upstream production, through 

transit pipelines, to downstream sales.  It was an 

avaricious, monopolistic, all-controlling monster that needed 

to be countered. 

13. (C) DAS Bryza welcomed the Greek commitment to diversity 

and to TGI in particular.  He noted that the USG was "quite 

confident" that Azerbaijan had enough gas in the ground for 

TGI, the first phase of Nabucco, and perhaps for all of 

Nabucco.  The challenge was to secure sufficient volumes of 

Azeri gas when needed by TGI's and Nabucco's investors.  He 

admitted that dealing with Azerbaijan could be complex: "The 

Azeris would like to welcome you into their bazaar, but they 

want you to beg them to buy their carpet."  This led the GOAJ 

to send unclear signals that Bryza urged the Greeks not to 

misconstrue as a lack of commitment to the Southern Corridor. 

14. (C) On Turkey's role in the Southern Corridor, Bryza 

noted that a corner had been turned.  Once Azerbaijan's 

supply agreements expired April 1, the GOAJ had felt in a 

position to begin negotiations over both the cost of future 

gas sales to Turkey and transit arrangements in earnest. 

Most importantly, both national leaders were now personally 

involved in the negotiations.  He noted that the best way for 

Greece to assure the flow of gas through Turkey was to make 

certain it negotiated smart contracts with Turkey.  "Turkey 

will uphold whatever you negotiate." 

15.  (C) Bryza made it clear that the USG did not seek a new 

Cold War with Russia, and recognized absolutely that Russian 

gas would remain the largest source of Europe's future gas 

needs.  This, however, did not undercut the need for 

diversity, but rather strengthened it.  While he recognized 

the GOG's commitment to TGI, he repeatedly stressed that 

South Stream was aimed at undermining it, and Greece needed 

to be careful in sequencing the two pipelines.  Making 

certain that TGI was completed first would put Greece in a 

far superior negotiating position with Russia over South 

Stream, while doing the opposite -- giving South Stream 

priority -- could well scare off both the Azerbaijani 

Government as well as potential investors from TGI.  In 

response to a question from Bitsios as to the cost to Greece 

of signing agreements now without content on South Stream, 

Bryza admitted there did not seem to be a cost.  The problem 

was that, if TGI was thrown off track by South Stream, Greece 

and its consumers would end up paying a higher cost for gas 

supplies in the future.  Bryza told Folias that the Bulgarian 

Government had kept a small number of basic principles in 

mind when negotiating over South Stream:  1. All South Stream 

contracts must contain ship-or-pay clauses; 2. Contracts 

should include an explanation of the source of South Stream's 

gas; 3. Contracts should show that a reasonable amount of 

rate-of-return would be realized on any investment in a 

reasonable time frame; 4.  Host countries should own a 

majority of South Stream pipelines transiting their 

territory; and 5. third-party access provisions must be 

protected. 

- - - - - - - 

ECCC Issues 

- - - - - - - 

16. (C) MFA Secretary General Skylakakis expressed his strong 

commitment to the Economic and Commercial Cooperation 

Commission (ECCC) process in his meeting with DAS Bryza.  He 

called the Commission a "useful tool" that allowed the two 

sides to discuss the economic side of the relationship on a 

regular basis.  He said he was looking forward to holding the 

next ECCC on June 19 in Washington, and promised to do 

whatever he could "to have as good a meeting as possible." 

Skylakakis and Bryza went through the entire ECCC agenda: 

a.  IPR.  Skylakakis said that Foreign Minister Bakoyannis 

had finalized creation of the IPR Interministerial Committee 

under Skylakakis' leadership and that its creation had been 

officially published in the Government's Gazette.  He noted 

that the Ministry of Culture's Copyright Office (OPI) had 

spent $1 million in the creation of an information portal on 

good IPR practices.  The Special Tax Police (YPEE) had now 

completed the process of sending a fourth tranche of letters 

to 5000 companies with 20-39 employees, asking the firms to 

supply software licenses or risk a detailed tax audit.  The 

last letter had been sent at the end of January, and firms 

had until the end of February to respond.  YPEE was now 

collating the responses and would decide which firms to 

audit.  Skylakakis noted that 92% of large companies (i.e. 

those firms who received YPEE's first tranche of letters in 

2006) had responded in a satisfactory way.  "I promise that 

the Business Software Alliance (BSA) will see increased 

software sales as a result of our efforts.  This is the first 

time that the Greek state has done this." 

Skylakakis said that new Greek laws finally allowed 

municipalities immediately to destroy seized 

counterfeit/pirated goods estimated to posses any value.  In 

the past, he admitted, the municipalities did not have the 

authority to do this and were instead forced to auction off 

such goods.  Skylakakis raised the new, interagency 

confiscation teams, which had started work in January.  "This 

is moving too slowly; I admit that even I am not satisfied, 

and promise new energy will be given to this task this 

month."  He noted that, as a former head of the Athens 

municipal police, he recognized that this task was a 

particularly challenging one for municipal authorities, but 

promised to seek results.  "I will also use the new committee 

to get results."  Skylakakis highlighted the fact that, in 

Greece, the police are viewed as the "evildoers", not those 

who break the law. 

Skylakakis ended his presentation by urging Bryza not to 

support a Special 301 listing this year, as that would just 

feed into a sense that, after the Bucharest Summit, the USG 

would try to find whatever means it could to punish Greece. 

He understood the two issues had no relation to each other, 

but the Greek public would not understand. 

Bryza noted that this was an impressive list of achievements. 

 He explained that the 301 process involved many agencies, 

who were hearing a tremendous amount of information from U.S. 

industry, most of which was negative.  He said the June 19 

ECCC meeting represented a unique opportunity for the GOG to 

present its views directly to the USG's interagency community. 

b.  Commercial Issues.  i. Procurement:  Skylakakis noted 

that Greek implementation of European procurement law had 

already had a very positive effect on the bidding process. 

Now only victorious companies had to supply the large amount 

of qualification documents.  He admitted that, as ministries 

learned how the new law worked, procurement was lagging, but 

this was a universal problem not limited to U.S. bidders. 

Skylakakis also promised to urge the Ministry of Development 

to fulfill its commitment to the Embassy to publish by May a 

list of alternative documents that can be presented by U.S. 

bidders, which the GoG will accept as fulfilling Greek 

tendering procedures. 

ii. Hospital Debt.  Skylakakis said he had received some 

promises from the Ministries of Health and of Finance 

relating to the resolution of the hospital debt issue.  "I am 

not going to present these to you because they are too vague, 

and I want to receive them from a high level.  I will have 

more news for you in June." 

iii.  Trade and Investment.  Skylakakis said the key issue 

from the Greek point of view was the lack of U.S. trade and 

investment in Greece.  "You are losing a tremendous 

opportunity -- access to a market of more than 200 million 

Euro/year at a time when your currency is particularly 

competitive."  He hoped to be able to discuss this issue on 

June 19, as well as during the private sector event 

associated with the ECCC on June 20. 

iv.  Money Laundering/Terror Finance.  Skylakakis said the 

GoG would ratify the Third European Community Directive on 

Money Laundering/Terror Finance in May. 

- - - - - - - - - - 

Visa Waiver Program 

- - - - - - - - - - 

17.  (C) Deputy Foreign Minister Valynakis pressed Bryza on 

the Visa Waiver Program, noting that upon completion of their 

meeting he was to testify before Parliament on the issue. 

Valynakis stressed that the GoG was committed to solving 

outstanding MOU technical issues in order to secure Visa 

Waiver status.  He noted that while Foreign Minister 

Bakoyannis was determined to see the MOU to completion, Greek 

public opinion complicated matters, and Bakoyannis needed our 

assistance.  Valynakis continued to press Bryza and the 

Ambassador to show the "political will to help us," noting 

that success would represent a victory for the U.S. image in 

Greece.  Parliament President Sioufas echoed Valynakis' 

argumentation, and told Bryza passionately that Greece, a 

NATO ally for 55 years, whose citizens had repeatedly shed 

blood with Americans in twentieth century conflicts, should 

be a member of the VWP.  "All we want is proper -- not 

preferential -- treatment."  He offered whatever help he 

could provide for Greece to enter the program. 

18. (C) The Ambassador explained that he expected to  receive 

a revised MOU from the GoG shortly, and next steps would 

largely depend upon suggested MOU modifications -- minor 

edits could be addressed expeditiously but more significant 

modifications could result in Greece's delayed entry through 

an EU-wide exercise. 

- - - - - - - - - - 

Business with Syria 

- - - - - - - - - - 

19. (C) DAS Bryza expressed surprise to Deputy Foreign 

Minister Doucas over his recent visit to that country. 

Doucas indicated that he believes it is important to engage 

Syrians so they don't move more towards Iran. 

Bryza said that was interesting, but one of the key issues 

for the USG was the issue of foreign fighters 

moving through Syria to Iraq adding to Iraq's instability. 

Doukas agreed this was a problem, but said that 

the Syrian ministers with whom he met are interested in 

engaging with the West.  Doukas and Bryza agreed that 

one area of possible opportunity for Greece is to work with 

the Government of Iraq in order to urge moving 

more quickly in developing the Akkas gas field.  Bryza said 

he needed to focus on Akkas once back in 

Washington, but said he saw potential to Greece's support 

here. 
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C O N F I D E N T I A L SECTION 01 OF 02 ATHENS 000598 

SIPDIS 

E.O. 12958: DECL: 04/28/2018 

TAGS: PREL, ENRG, EPET, GR 

SUBJECT: P.M. KARAMANLIS TRIP TO RUSSIA: ENERGY 

Classified By: Ambassador Daniel Speckhard for Reasons 1.4 (b,d) 

1. (C) According to Raphael Moisis, Chairman of the Greek 

Energy Council, P.M. Karamanlis and Russian President Putin 

signed "an important but general" inter-governmental 

agreement during Karamanlis' April 28-29 visit to Moscow. 

The IGA, he said, includes provisions that: 

a.  an international holding company (Societe Anonyme) will 

be established for the portion of South Stream that passes 

through Greek territory, jointly and equally owned by Gazprom 

and the Greek Pipeline Transmission Operator (DESFA); 

b.  the holding company will "request" a third-party access 

exemption from the EU as well as obtain all relevant national 

permits; 

c. refer to specific EU energy regulations, while not 

referring to the EU by name. (Moisis said Russia absolutely 

refused to refer to the EU in the agreement, but that Greece 

said it was required as an EU member state to at least 

include the operative provisions of EU law); 

d. give Greece the right to an unspecified amount of offtake 

from the pipeline. (Moisis said the GoG is hoping to have its 

new marginal domestic supply needs met by TGI and thus did 

not want to specify an amount of offtake in the South Stream 

agreement, which could end up leaving Greece with more gas 

than it needs); 

e. the amount of gas transiting Greece through South Stream 

will total approximately 10 bcm; 

f. specify that South Stream will enter Greece from Bulgaria 

but do not specify where it will exit (Moisis said there was 

the possibility that it would flow from Greece through 

Albania on its way to Italy). 

2.  (C) Moisis said that, as the Greek portion of South 

Stream would be operated by a private company (the 

Gazprom/DESFA JV), it would normally be classified as a 

private and not public pipeline.  Under Greek law, however, 

any pipeline that links up with the Greek public pipeline 

network (which South Stream will) must be part of the public 

pipeline network, managed by DESFA.  (Note: The on-shore 

portion of TGI that runs through Greece is, in contrast, a 

public pipeline to be owned and operated by DESFA.)  Russia 

rejects putting South Stream under DESFA, Moisis said, so 

this remains a difficult, outstanding issue. 

 - - - - - 

TGI Is, and Qdad of South Stream 

-( 

3. (C) Moisis stre`ek press 

attention tQclipsed real action on TGQportant to emphasize to t(p on th 

Interconnectorstill 

in the formative stages, TGI is happening now."  He said 

that, during Minister Folias' March 17 trip to Baku, the 

Azerbaijanis had expressed their willingness to supply an 

additional 1 bcm of Shah Deniz I gas once transit issues with 

Turkey were worked out.  During his April 20 - 23 visit to 

Rome for the International Energy Forum, Folias had met with 

Turkish Energy Minister Guler.  Speaking on behalf of both 

the Greek National Gas Company (DEPA), and Italian Edison, 

Folias told Guler it was important for Turkey to resolve the 

transit dispute with Azerbaijan so that gas supply contracts 

could be signed.  He invited Guler and Italy's then Minister 

of Energy Bursani to come to Athens for four-way talks on 

TGI, which Guler quickly accepted, but Bursani could not as a 

result of the Italian Government's fall.  Moisis says Folias 

remains committed to this meeting taking place. 

4.  (C) Significantly, Folias raised the Azerbaijani offer to 

Greece of an additional bcm of SD I gas. Guler told Folias 

that Turkey did not want to get in the way of this 

development and was willing to waive the 15% netback 

provision (for this 1 bcm only).  Guler, according to Moisis, 

urged Folias to send a DEPA representative to Ankara 

immediately to finalize an agreement on the additional 1 bcm. 

5.  (C) In an aside, Moisis said that Guler surprised Folias 

during their Rome bilat by pulling him aside and asking 

whether Folias truly believed Azerbaijan had enough gas for 

TGI.  Moisis said this just further sowed doubts in Greek 

minds about Azerbaijani supplies.  Economic Counselor 

reminded Moisis that he had sent him in late 2007 information 

that British Petroleum had provided the USG convincing 

evidence of significant new finds showing Azerbaijani gas 

could more than fill TGI. 

6.  (C) Moisis ended the meeting by saying he viewed TGI and 

South Stream as two separate projects, with separate 

suppliers and separate customers.  TGI was ahead.  Provided 

it stayed ahead, South Stream would be unable to derail it. 

Economic Counselor noted that the USG was intensely engaged 

on helping resolve the transit dispute between Turkey and 

Azerbaijan.  He urged Moisis, however, to recommend to his 

counterparts that the GoG greatly increase its public support 

for TGI so that potential investors and suppliers kept the 

faith with this important project. 

- - - - - - - - - - - - - 

Comment: Where's the EU? 

- - - - - - - - - - - - - 

7.  (C) This meeting once again raises the question: "Where's 

the EU?"  According to Moisis, ENI and Gazprom 

representatives have either just met, or were just about to 

meet, EU Energy Commisioner Piebalgs to probe for the EU's 

real opinion on South Stream.  In our view, it is amazing 

that there should be any question.  Southstream is aimed at 

the heart of the EU's energy security strategy.  It is being 

implemented through agreements signed by EU member states 

that (if Moisis is to be believed) wink at EU requirements 

while not citing the EU by name.  It is based on the belief 

that the EU will grant it TPA exemptions.  While we believe 

that TGI (which we in Athens know pretty well) is far enough 

along that agreements such as that signed in Moscow cannot 

derail it (assuming a resolution of the Turkey-Azerbajani 

transit dispute), we cannot say the same for Nabucco (about 

which we are admittedly less informed).  We believe the USG's 

new energy envoy, Amb. Gray, is perfectly positioned to raise 

with his former EU interlocutors such as Piebalgs our hope 

that EU institutions will rigorously require EU member states 

to consider and justify how their rhetorical (and sometimes 

more) support for South Stream meshes with the EU's 

overarching security need for Nabucco.  We also believe that 

our engagement with the GoG on TGI would be immeasurably 

enhanced by Piebalgs and other EU officials coming to Athens 

and making clear and unequivocal statements of support for 

TGI. 

SPECKHARD 
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