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Preface 

The most astonishing geopolitical event in the contemporary World order that can 

only be comparable with the collapse of the great Hasburg and Ottoman Empire is the 

disintegration of the Soviet Union in the beginping of the last decade of the twentieth century. 

Ending seventy years of ~tronghold of the Soviet System, suddenly, independent but 

unfamiliar states to international politics have emerged onto the political scene, In the south 

of Russia, a massive chunk of territory that have been torn away from the largest political 

landmass of the World, figuratively and politically changed the map of the World. 

The dissolution of the former Soviet Union has changed the geopolitics of the region. 

It also led to the creation of politi<:;al vacm,1m in Transcaucasia. Due to the political vacuum 

the United States of America started to move towards the region with some defined objective. 

Subsequently, with the September 11, 2001 events, the looming presence of the U.S. in the 

region has aggravated the role of the regional superpowers like Russia and Iran. The threat 

perceptions in the Russian think tanks started to perceive and visualized the U.S. design in 

the region. Therefore, taking concern of the problems of national security and other related 

interests, Russia in collaboration with Iran has keenly involved in the region to put an end to 

the supposed U.S. design against Russia to check the further expansion of NATO and the 

U.S. into the region. Following the competitive engagements among these powers and Iran 

siding with Russia, a really visible scenario emerged in Transcaucasia. To which, many 

erudite called as the return of the Great Game. 

The new Great Game started in the mid nineties of the twentieth century, unlike the 

Great Game of 19th century, is multidimensional in nature. In this game not just outside actors 

like the Russia, U.S., Iran, and Turkey are party but also the Transcaucasian countries along 

with several Multi National Companies are taking part as well. This competition, though 

consequently has led to the collabor~tion among these intricately involved actors, its larger 

implicit implications cannot however, be avoided. 

This research work entitled, .. Russia-U.S Geopolitical Rivalry in Transcaucasia; 

1991-2001 ",is thus, an attempt to examine into the objective of active involvement of Russia 

and U.S in Transcaucasia since 1991 until 2001 and its serious implications for the local 

countries. 
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Throughout the work, the study is comprehensively dealing with, Transcaucasia 

which has always been recognize<} as the region of strategic importance, because of its 

geographical location ~t the crossroa<Js of Russia, Europe and Islamic World. Whether part of 

Mackinder's World Island or Spykman's Rimland or Cohen's Shelterbelt region, 

Transcaucasia has always been ~een as a region of strategic importance for global powers. 

The region of Transcaucasia characterized by multi-ethnicity, experiencing economic strains, 

political difficulties and social changes with diving borders, however, has generated 

tremendous global interests because of its inherent significance of its geography and 

geostrategic in the foreign quarters. 

The study has been organized into five chapters including the Conclusion. The first 

chapter focuses on the historical background of Transcaucasia. It helps in drawing a historical 

analysis ofTransc(,lucasia from the pre-Soviet, Soviet and post Soviet era. 

The second chapter entitle<}, 'Emerging Geopolitics of Transcaucasia', identify the 

sources of unrest and ,possible threats to the stability of Transcaucasia. As a working 

hypothesis this chapter projects a number of interrelated and overlapping levels of threat to 

the security and stability in the region, emanating from both within and without. Firstly, the 

chapter discuss domestic source of unrest and instability and secondly, deals with the 

influence and foreign policies of a number of countries active in Transcaucasia devoting 

particular attention to the attempts and inability of Russia to reconsolidate its power and 

hegemony in the region. Focus has also been laid on the emerging geopolitical conditions of 

Transcaucasia that helps it to attract many a global player, neighbouring and extended 

neighbours. 

The third is related to, 'The Russian policy in Transcaucasia: Issues and 

Challenges', examines briefly the geopolitical and geo-economic interests of Russia and their 

implications for Russia's national inte;ests. It also shed lights on the Russia-U.S relations and 

its prospects in the 21st century. The basic crux of this chapter is, however, to explain the 

problems Russia is facing from the U.S presence in Transcaucasia and vice versa. It provides 

a close look at Collective Security Treaty Organisation (CSTO) and its role in furthering the 

Russian interest in the regional as well as global affairs. It also throws lights on the bilateral 
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and multilateral relations between Russia and Transcaucasian countries and on the growing 

issues and challenges. 

The fourth chapter is delineate with U.S policy toward Transcaucasia in a changing 

World order since the di~solution of the Soviet Union until 2001. In this chapter attempt has 

been made to analyze the U.S policies and interests prior to and after the September 11, 2001 

events in Transcaucasia. The discussion of pre-September 11 policies has been divided into 

two parts: the U.S policies in the early 19905 and the U.S policies in the late 19905• The post

September 11, 2001 part focuse~ on the effects of this tragic event on the U.S-Transcaucasia 

relations as well as possible challenges that could arise in case of further American 

involvement in the region. 

The last and fifth chapter includes a brief summary of the findings of the study. 
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Chapter-One 

Introduction 

The end of Cold War and the collapse of the Soviet Union shook the very 

foundation of contemporary international politics, newly independent states emerged with 

a host of problems and underwent qualitative changes ever since 1991,For instance the 

changes in the role and function of comity of actions. Even this appears to be an ongoing 

phenomenon even now at the 21st century. The Southern Caucasus, referred as the 

Transcaucasia, has long served as a key arena for the competing interests of the dominant 

regional Russian, Turkish and Iranian powers. This historical legacy of external influence 

and intervention is compounded by the internal vulnerabilities of each of the states in the 

region. The three states of the region, Armenia, Azerbaijan, and Georgia have each been 

engaged in a decade-long course of economic and political reform, systemic transition 

and nation-building, with a wide variance in success and consistency. 

Like all other region of the former Soviet Union, the Transcaucasia was also 

deeply affected. These new independent states, namely Georgia, Armenia and Azerbaijan 

came on the scene in the region and each began to grope for a role in post cold war 

international politics. Right from the very beginning, this indeed was a complex process 
.-

as the Transcaucasia was one of the most troubled regions of the former Soviet Union, 

-even before the establishment of the Soviet Union. Soviet disintegration added to the 

_ ._complexity of situation and the process of finding a place in the comity of nations for .. _. __ , : . . ' ' . -, ' 

--- these new Transcaucasia states become all the problematic. · 

_ Geopolitics a:s a deterministic field of study and a recipe for statecraft, it was first· 

offered as a set of geographically determined laws governing a state's strategic destinies 

and evolved as the geographical underpinning of real politic. Geopolitics attempts to 

explain why some countries have power and other countries do not. The connection 

between spatial qualities of countries and international relations has been observed since 
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the Greeks. However, the formal links between geography and political science began 

about 100 years ago. 

Geopolitics is a word as well as set of associated ideas. A much debated term 

among the scholars and in popular writings, Geopolitics is etymologically, a combination 

of geography and politics. In this context it refers to "the relation of international 

political power to the geographical setting" (Cohen 1964:24). It is a philosophy which 

"seeks to understand, explain and predict international political behaviour, primarily in 

terms of geopolitical variable, such as location, size, climate, topography, demography, 

natural resources and techllological development and potential "(Evan et al. 1998:197). 

It denotes the impact of geography on politics particularly as it pertains to relations 

between states. In this sense it would be quite accurate to denote geopolitics as a 

combination of geography and foreign policy. Thus, geopolitics is a scientific way to 

understand the relationship between the states, its history and politics and its geographical 

setting. It is also said to be a combination of geography and politics, which views a 

state's political position in the world on the basis of geography. It is a philosophy 

launched as a scientific approach to the understanding of global relationships. No two 

states have identical geopolitics. Each state must develop its own geopolitics based on its 

knowledge of geography and political conditions in order to give direction to its 

relationship with other nation-states of the world. 

Geopolitics did not begin as an objective science, although it was promoted as a 

scientific approach to analysis of the space, location, size and resource of nation-states. It 

was first used in Germany to promote German nationalism. However, the term geopolitics 

is more than hundred years old and coined in 1899 by ~wedish political scientist Rudolf, J 

Kjellen (Muir 1997:214). Then geopolitics was a loose translation of the German word 

g~opolitik (replaced with >geopolitics after World, War II) nec~~sarily me~ritfor 

exploitation of knowledge to serve the purpose of a nation state or regime. 

The Transcaucasia under the Soviet Union 

The forced Sovietisation of the Caucasus by Stalin and his close associates 

Orjonikidze and Kirov opened a new chapter in the history of the Caucasus. Since then, 

the traditional societies of Georgia, Armenia and Azerbaijan underwent a profound 

economic and social change under the Soviet rule. Inspite of opposition by some local 
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members of the Communist parties of the region, particularly among a section who called 

themselves national communist in Georgia, the Transcaucasian Federated Soviet Socialist 

Republic masterminded by Stalin and his men, was proclaimed in December 1922. It was 

argued that the Caucasus as an economic entity should be unified in a federal structure 

(Blank 1990:30). Moreover, it is important to note that while handling the disputed 

territories among Caucasian states, like Akhalkalaki, Lori, Karabakh and Nakhichevan, 

Stalin arbitrarily determined thier status often without consultation with party officials in 

the republics. As a matter of fact, the economic crisis was the main issue before the 

Bolsheviks. To relieve the economic hardship, the New Economic Policy (NEP), 

initiated by Lenin, was introduced. With regard to the nationalities question Lenin also 

favoured a federal system as a transitional phase against a unitary state advocated by 

Stalin, and in December 1922 a federation of the Soviet republics as equal and 

independent constituent republics, the USSR was proclaimed (Simon 1991:32). It should 

be emphasized that the political units of this new federal state were based on ethnicity. 

Moreover, the policy of nativization aimed at encouraging political and cultural 

autonomy was introduced. That prompted the bringing of the native people into the party 

and governmental institutions. However, regarding the party it is interesting to note that 

unlike Azeris in 1922, Georgians and Armenians, like Russians were considerably over 

represented as compared to their percentage in the population (Ibid:34). This trend 

continued during next twenty years even the abandoning of nationalism did not affect this 

trend. That can be attributed, as Gerhard Simon argues, to the socialist tradition among 

Georgians and Armenians before revolution on the one hand, and the fact that Georgians 

and Armenians were among the nationalities favored by Stalin, on the other. With regard 

to the governmentalinstitutions, the nationalization was completed only in Armenia and 

Georgia by the late of 1920s. In 1929, the percentage of Georgians and Armenians in the 

·· 'leadi~g ·Soviet apparatuses' at the repubHcJevel was 74; 1 and 93.5 respectiv~ly, while 

their percentages· of total population· in the republic were 67 and 84.1 percent 

respectively. At the ·same time Azeris constituted 62.1· percent of the total population in 

the republic while they only formed 35.8 percent of the members in the governmental 

institutions of Azerbaijan (Ibid:49). But in spite of the differentiation the nativization 

policy was followed till the late of 1920s. 

Furthermore, there was an attempt to promote educational standard of the people 

and promotion of their native tongues. The results were impressive. In Azerbaijan, the 
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percentage ofliteracy in 1897 was only 9.2, while in 1926 and 1939 the percentages came 

to 28.2 and 82.8 respectively. In Georgia, the percentage of literacy in the years 1897, 

1926 and 1939 were 23.6, 53 and 89.3 respectively. For Armenia, this was 9.2, 38.7, and 

83.9 percent for the same years (Ibid: 56). It should be noted that Georgian and Armenian 

became the most educated peoples after the Jews and ahead of Russians. This laid the 

foundation of a modem and secular society and brought an intelligentsia, a vanguard of 

nationalism, into existence in the union republics of the Soviet Union. By the late of 

1920s, Stalin as General Secretary of the party had consolidated his power. Apart from 

Stalin's character as a 'centralizer' the abandonment ofNEP (New Economic Policy) and a 

drive towards rapid industrialization and collectivization of agriculture dealt a blow to the 

policy of nativisation. Infact, the central economic planning hardly left any autonomy to 

the union republics. Along with collectivization and industrialization Stalin engaged in a 

war against nationalities. 

National assimilation which tacitly meant Russification, became the official policy 

and the Russian ·language became compulsory in all schools and the Russian culture was 

regarded as the most advanced culture that was to be promoted. Though with the 

outbreak of the Second World War the Caucasus was not a theatre of war, but there were 

some developments which deserve attention. lnfact, the war, once again, revived the role 

of Caucasus as a base for Russian's southward expansion. In 1941, the Soviet army 

marched into Iranian Azerbaijan under the pretext that the presence of Germans in Iran 

had threatened the southern frontiers of the Soviet Union (Nissman 1987 :22). However, 

by the end of the war and the defeat of the German army Soviet troops remained in Iran 

and under their protection, Azerbaijan Democratic Party, an appandage of pro-Soviet 

Tudeh Party oflran, proclaimed an autonomous republic of Azerbaijan in 1945. In 1946, 

it is suggested that Stalin was forced to withdraw the Soviet army from Iranian territory, 

when H~rry truman, the US President s~nt him an ultimatum t~ leave Iran' (Young . . · 
.. . . 

1983: 124). Soon after the leaving of the Soviets, the democratic party of Azerbaijan fell .. ·•·. 

at the hand of Iranian a11tly and Stalin's attempt to annex Azerbaijan failed. It is worth 

nothing that many of the leaders of the party who had fled to the Soviet Union fell victim 

of Stalin's fear 'about the spread of independent radical Azeri nationalism in the 

Caucasus'. Hence forth, many of them were arrested and sent to prison camps. Besides, 

the leader of the party mysteriously was killed in an automobile accident outside Baku in 

1948 (Ibid: 11 ). 
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Moreover, soon after the world war, the Soviet Union demanded the return of 

Kars and Ardahan which were captured from Armenia by the Turks in 1920. However, 

Armenians in the Soviet Union and Armenian Diaspora also appealed to the allied forces 

for the return of their lands. V.M. Molotov, then foreign minister of the Soviet Union 

raised the issue at Potsdam conference. It is worth noting that Armenian's demand which 

had been considered with the Post-War expansionist policy of Stalin in the context of the 

Cold War that was taking shape between the two blocks was refused (Walker,1994:362). 

After the death of Stalin, a battle for succession began in the Soviet Union. Inspite of, 

Stalin's heavy handed deal with the nationalities and their suppression, the support of 

their national elites, formed during the Stalin period, in the party and administrative 

apparatus was important. To win their support, the Soviet leaders, notably, Khrushchev 

began giving concessions to the nationalities. He initiated, economic reforms aimed at 

giving more autonomy in economic affairs to the Union republics. Decentralization of 

economy and destalinization 'allowing greater pluralism in the cultural sphere' boosted the 

positions of national elites in the union republics. Hence, a relative national expression 

reappeared. 

However, winning the battle for the party leadership Khorushchev reversed some 

of the reforms, and intensified Russification in language and educational fields. In fact 

there was an attempt to reinforce the assimilationist policy regarding the nationalities of 

the Soviet Union. This culminated 'in the claim in 1961 party program that the "national 

question" had been resolved according to the Leninist formula' (Ericson 1992:246). It has 

been argued that the reversal of the reforms and recentralization was a return to Stalinism 

which was intensified with Brezhnev ascending to power but not to the Stalinist way of 

coercion (Simon 1991:258) 

The centralization of ecqnomy under Brezhnev, compounded with Khnlshchev 

legacy of granting liinited:autonomy to the elites of nationalities in their titular republics 

brought a kind of patronage network in· the Soviet Union, where the national. elites · 

enjoyed the support of their patron in the center while 'maintaining stability, keeping 

some restraints on nationalism and showing economic growth', in their respective 

republics (Suny 1992:31). Thus, they could remain in power for a long period. This gave 

rise to corruption among the party apparatchiks in the form of illegal activities directed 

towards private economic gains which was known as the 'second economy'. The 

prevalence of corruption among Caucasian states was unparalleled in the former territory 
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of the Soviet Union. A fact that could be explained, as Ronald Suny argues, that among 

'Armenians, Georgians and Azerbaijanis primary loyalty is centered on kinship groups or 

intimate friends.... So, powerful are the obligations to one's relatives and friends that 

shame incurred by non-fulfilment is, for most Caucasians, much more serious than the 

penalties imposed by law' (Ibid:25). Therefore, it was against this background that 

corruption, careerism and discrimination against the minorities in these republics were 

rampant. Furthermore, the Brezhnev era marked by economic stagnation and failure of 

economic development to keep up with the rising expectations of the Soviet people 

(Imam 1998:9) widening of economic rift among nationalities, and 'ethnic favouritism', 

reinforced ethnic nationalism in the union republics. It manifested itself in die form of 

sporadic protests or rallies against the centre or rival nationalities. 

For the Soviets, corruption and dissent were alarming in the Caucasus during 

1960s. This led Brezhnev to bring in new leaders in die region - Haidar Aliev in 

Azerbaijan (1969), Edward Shevardnadze in Georgia (1972), and Karen Demirchian in 

Armenia (1974). In their efforts in curbing the rising tide of corruption and nationalism, 

though, there were some success in some fields; there was no structural change in the 

system and patronage network. In fact, the conservative coalition led by Brezhnev, in 

spite of the acuteness of problems in the Soviet Union was not eager to challenge the core 

values and basic practices of Stalinism. Nevertheless, within the party there was a 

younger generation with a rising trend in favour of radical reform and change. 

Towards Soviet Disintegration 

Mikhail Gorbachev as General Secretary of the Communist Party assumed power 

in March 1985. He was ~:_me of the younger generation and forward looking leaders of the 

Soviet Union, and soon he introduced his program of reforms to revitalize the Soviet 
. ;· . . . ··. ' 

Union. Therefore, Gorbachev began his reforms in the field of economy; 'tightening up· 

labour discipline; stepping up the dismissal and criminal investigation of corrupt. official~; 

. emphasizing economic ;,acceleration" over deep-seated restructuring; and restricting the 

sale of vodka' (Dunlop 1995:5). Furthermore, Gorbachev brought radical changes and 

unprecedented reforms in realm of politics. His program of democratization and opening 

up of the society was initiated to facilitate the way for economic reforms. It has to be 

noted that, Gorbachev, in implementing his reforms, gave priority 'to political reform over 

economic reform. The political reform and openness of the society elicited endless 
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debates, surfacing the old gnevances, and tensions all over the Soviet Union. 

Gorbachev's programme of refonns had undoubtedly great impact on nationalities 

problem in the Soviet Union. Though, at the end of the Brezhnev era there were signs of 

tension among nationalities simmering to the surface, indicating the acuteness of 

nationalities problem in the Soviet Union but it had initially no place in Gorbachev's 

programme of refonns. Gorbachev also alongwith the official line underlined the great 

achievements of the Soviet Union on nationalities problem, and asserted that national 

question had been solved (Friedgut 1993:204). 

However, in the course of time such a claim proved hollow. The first visible 

impact of Gorbachev's prestroika that aimed at the refonning the party was felt in Alma 

Ata, when Din-'Muhammad Kunaev, the General Secretary of the Kazakh Communist 

Party was replaced by a Russian and a protest demonstration resulted in violence. In 

Caucasus, following the Gorbachev's reforms and loosening of the Moscow's grip, the 

region was engulfed by a surge of ethnic nationalism and conflict. In fact, one of the 

bloodiest conflicts of the former Soviet Union happened to be in the Caucasus between 

Armenians and Azeris over Nagomo-Karabakh. In the meantime Georgia was also 

struggling for independence and its territorial integrity. These events played an important 

role in political directions of these states even after the collapse of the Soviet Union, and 

these deserve attention. 

On 20th February 1988, the Soviet of People's of Deputies of Nagomo-Karabakh 

passed a resolution demanding the secession of the region from Azerbaijan and its 

unification with Armenia (Croissant 1998:29). However, the demand was rejected by the 

centre. A mass demonstration took place in Karabakh to support the resolution followed 

by huge Armenian's march in the streets of Yerevan supporting the cause of Karabakh 

Armenians; Moscow was· shocked by the number of Armenian demonstrators~ one of the 

most Russophilepeopleinthe USSR, marching in Erevan. 

As time,.was passing' the sitUatio~ continued to deteriorate; In retaiiatiort ofkilling ·,· .. ··· 

two Azeris ostensibly by Armemans, on 28 February 1988, some Azeris attacked 

Armenians residing in Sumgait near Baku, which left 26 Armenians and 6 Azeris dead 

(Henze 1991:150). It was alleged that the authorities in both Baku and Moscow turned 

blind eye on the massacre for three days, likely to punish Armenia that was insisting on 

independence, then the military forces dispatched to the city to curb the unrest. It 
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appeared that Moscow while permitting the riot and conflict, if not provocating them, had 

resolved to the old Tsarist policy of divide and rule, particularly when the fervour for 

independence and anti-Russian sentiments intensified. One of the impacts of Sumgait 

violence was exodus of refugees from Armenia and Azerbaijan, where many Russians 

also left the troubled area for Russia or some other safe places. The exodus of refugees in 

both Armenia and Azerbaijan exacerbated the situation. Moreover, they became a 

radicalizing force that fueled bloody inter communal clashes through 19908• In December 

1988, following the breakout of the earthquake in Armenia, the members of Karabakh 

committee, which had been formed by Armenian intellectuals to support the cause of 

Armenians in Karabakh, were arrested and for a short time there was an ease in Karabakh 

unrest. To solve the problem, in January 1989, the Soviet government established a 

special administration committee, which was directly responsible to Moscow, to run the 

Nagocno-Karabakh region. The act was considered by Armenians as a transitional phase 

for joining Karabakh to Armenia, while Azeris, which were already displeased with 

Moscow over the removal of their leader Haidar Aliev in 1987, saw it as Kremlin bias in 

favour of Armenians. The committee, however, was dissolved after about one year, and 

Nagomo-Karabakh was returned to Azerbaijan, which led to the Armenians' 

disappointments from Moscow. It should be noted that internal developments of both 

Armenia and Azerbaijan and their nationalist fever evolved around the Karabakh issue. 

The members of karabakh Committee, who had been released by Moscow, in order to 

appease Armenians, were allowed to be legalized in the form of Armenian National 

Movement (ANM). Azeris also reacted and formed the Azerbaijan People Front (APF) 

with nationalist intellectuals in the leading role. With the formation of national 

movements in both republics and introduction of competitive election, communist parties, 

accommodated themselves with nationalist slogans in order to get elected (Rutland 

1994:847). 

However, in the absence of any prospect for peaceful solution to the Nagomo-

. 'Karabakh question and Gorbachev's lack 'of determination to solve the proble~, as well as 

the disillusion meant of the both Armenians and the Azeris from the centre, mere was an 

increase in the frequency of clashes between large groups of people using arms. Infact a 

guerilla warfare was underway in the region by Karabakh Armenians, with support of 

Armenia, against Azerbaijan government. The nationalist movements of both sides i.e. 

the APF and ANM were very active in mobilizing and organizing the people. The 
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proclamation of a "United Armenian Republic" consisting of the Armenian SSR and the 

NKAO, by Armenian Supreme Soviet and the National Council of Nagomo-Karabakh 

was a turning point in the process of conflict, which exacerbated the already tensed 

relations of Erevan with Baku and Moscow on the one hand, and led to escalation of 

conflict on the other (Croissant 1994:35). The escalation of conflict and the rising side of 

nationalist fervour posed a great challenge to Moscow and Gorbachev's reforms. In other 

words, the nationalist movements in both Armenia and Azerbaijan organised mass rallies 

in favour of independence. These events culminated in 'Black January' in Azerbaijan. In 

January 1990, APF supporters attacked the communist party and governments buildings 

as well as the border posts between Iran and the Soviet Union, allegedly to overthrow the 

Soviet government in Azerbaijan. Moscow dispatched troops to suppress Azeris, in which 

143 people were killed (Ponton 1994:238). Soon after the bloody suppression of Azeris, 

the First secretary of the Azerbaijan communist party was replaced by Ayaz mutalibov. 

Mutalibov adopted some of the goals of the nationalist movement of Azerbaijan in order 

to obtain legitimacy for the discredited communist party of the republic. Yet, he 

preserved its strong links with Moscow (Croissant 1994:38). 

It is worth noting that, the new developments in Armenia reached a turning point 

on 5 August 1990, when the first non-communist government came to power in Armenia 

under the Soviet Union. Since then, the Armenia's move towards independence gained a 

new momentum (Ibid: 39). With the rise of independence movement and separatism not 

only in the Caucasus, but elsewhere in the Soviet Union, Gorbachev came out with a 

proposal on a new union treaty which was to give more autonomy to the constituent 

republics. A nationwide referendum was held in which six republics including Armenia 

refused to take part but Azerbaijan under Ayaz Mutalibov took part in the referendum in 

which ninty two percent of voters supported Gorbachev's proposed union treaty. In the 

aftertnath'oftherefetendum there was escalation of conflict in Karabakh, in which Azeris 

with the heipof the Soviet,forces took an upper hand. It was aUegedby Armenians that, 

MbScow was siding with A~erbaijan to punish Armenia for boycotting the referendum 

(Ibid: 42) 

As it is well known, Gorbachev's Perestroika and democratization of the society 

also led to the rise of nationalism and separatism in Georgia too. The national identity and , 

drive for independence was strong in Georgia. Notwithstanding, the demand for 

independence was not limited at the republican level, but some autonomous regions 
q 



within the republics also demanded more autonomy or even secession as it was in the 

case ofNagomo-Karabakh. Georgia was also facing the same problem within its territory. 

The Abkhazians living in an autonomous republic in Georgia, demanded secession from 

Georgia. Moreover, South Ossetia that is an autonomous region also wanted secession to 

join North Ossetia in Russia. 

In November 1989, a demonstration against separatism by Georgians was brutally 

suppressed with club and toxic gas. It left 20 people dead and some others injured, 

though, Moscow ordered an investigation into the massacre but it did not answer who 

took the decisions locally and in Moscow. However, the involvement of central 

authorities appears to be confirmed when General Rodinov, the local commanding 

officer, revealed that two politburo members, including Shevardnadze, joined in the 

decision to impose martial law and use troops to seize city ( Ponton 1994:250). The 

Tbilisi killings outraged people and intensified the anti-Russian sentiments. One of the 

important political outcomes of Tbilisi event was the fall of the party leadership in 

Georgia. The new leadership accommodated itself to some of the demands of nationalists, 

and 'the Georgian supreme Soviet declared the Sovietization of the republic in 1921 an 

illegal act' (Suny 1990:32). In the first competitive election, 'separatist nationalists of the 

Round Table' obtained majority in the Supreme Soviet of Georgia. It elected ultra 

nationalist Zviad Gamsakhurdia, a former dissident who was in jail for some time, as new 

president. His authoritarian regime and tough policy towards minorities brought about 

turmoil not only among minorities but also among Georgian themselves. Georgian 

nationalists believed that Moscow was behind the Abkhazians and Ossets so as to subvert 

the Georgian independence movement. With the rise of violence in South Ossetia, a 

martial law was imposed by Georgian nationalist government. The act was declared by 

Gorbachev as illegal and he sent the Soviet troops to South Ossetia to bring peace and 
-.. r - •· - . . ., .. . 

calm: but. Georgians were in view 'that Moscow using the conflict to -~res sure Georgia into 

signing the: proposed Union Treaty' among T11rmoil in the Caucasus. The coup· occurred 

in ·the Soviet Union that accelerated the drive for independence among Caucasian 

republics, as well as the collapse of the Soviet Union in 1991. 

Georgia had declared its independence on 9 April 1991 before the August coup, 

while Azeris and Armenians declared their independence after the coup, respectively on 

30 August and 23 September 1991. However, they effectively emerged as independent 

states after the collapse of the Soviet Union. It was a new era for the weak Caucasian 
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states encircled by Russia, Iran and Turkey. The region once again, appeared to be an 

arena for rivalry among these neighbouring states, as well as distant ones. However, the 

Soviet Union was collapsed but it had a great impact on the Caucasia. In fact, on the 

Caucasian the formation of the Soviet Union, including the Caucasian states of Georgia, 

Armenia and Azerbaijan opened up new opportunities for these states to be upgraded 

socially, economically and culturally. They passed through a modernizing phase which 

transformed these mainly agrarian societies to industrialized and modem ones having 

massive literate people as well as highly educated strata or the intelligentsia. Furthermore, 

the Soviet Union contributed to the nation-building of the nationalities at institutional as 

well as subjective levels (Brubaker 1994:54). It should be noted that the formation of 

national elites and the longevity of their rule in the union republic during Khrushchev and 

Brezhnev era led to 'preferential treatment' of titular nationalities against the minorities 

living in the republics (Ibid:53). This was true in case of Karabakh Armenians in 

Azerbaijan and Ossets and Abkhazians in Georgia. Hence, the national sentiments in the 

Caucasian republics were primarily directed against ethnic minorities or other 

nationalities rather than Russians. Gorbachev's Perestroika seemed to be a challenge to 

the very national elites and party nomenclature who had the monopoly of enjoying 

extraordinary concessions while toleration of corruption, was a phenomenon which was 

deep rooted in the Caucasus. After all, the Soviet Union collapsed but its legacy 

remained, and it would affect the newly independent states including Caucasian states for 

some time to come. Finally, it is worthwhile to note that the Caucasian republics as 

constituent part of the Soviet Union never had the opportunity of interacting with 

international community except at the times of World War II. They infact entered in 

international politics as novice after December 1991. 

The collapseofthe Soviet Union was an important.event in the 20th century. As a 

r~srilt; 15 new states emerged and the world .polit~cs underwent a radkal change. These 

new states mostly were not prepared for independence, and poised with a host of 

·problems. ·Likewise, the Caucasian states were ~lso deeply drowned in crisis, yet the 

Caucasian states were not deterred in welcoming the long desired independence with 

euphoria. Hence, a historic impact of the collapse of the Soviet Union on the Caucasus 

was the emergence of three independent states of Georgia, Armenia and Azerbaijan. 

These small new states, as independent actors had now to play a role in international 

politics, in proportion to potentiality of their national power. 
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More important, the Soviet collapse brought about a change in regional setting of 

the Caucasus. For one thing, the conflict between Armenia and Azerbaijan over Nagomo

Karabakh was no longer an internal affair of the Soviet Union, but a conflict between two 

independent and sovereign states. This was an international crisis beckoning international 

actors like Iran, Turkey, USA, the UN and Organization for Security and Cooperation in 

Europe ( OSCE) poised to compete with Russia for influence in the region. 

Soon after the collapse of the Soviet Union, the raging conflicts in the Caucasus 

escalated and the national security of the Caucasian states was further endangered. In 

Nagomo-Karabakh, the withdrawal of the Soviet forces led the parties of the conflict to a 

full-fledged war. Furthermore, with ethnic nationalism the currency of the day, the elites 

of autonomous regions of Abkhazia and South Ossetia felt threatened after the 

disintegration of the Soviet Union. In fact, they were looking at the Soviet Union as a 

guarantor of their positions. Therefore, after the breakup of the Soviet Union, they 

demanded secession from Georgia to join Russia, which ushered in conflict between 

titular nationality and the minorities (Macfarlane 1999:41 0). 

To tackle their security concerns, the three Caucasian states main task was 

creation of effective and strong state and a national army. In addition, they were seeking 

alliances with other states to enhance their national security (Aves 1995:221). Inspite of 

anti-Russian feelings in Armenia, prior to the collapse ofthe Soviet Union; Ter-Petrosyan 

government turned towards Moscow and signed Tashkent treaty on Collective Security 

for its security. Yet, the government in Tbilisi and Baku miscalculated and adopted tough 

stances against Russia regardless of geopolitics of the region turned against Moscow that 

further undermined their national security. Moreover, in the post-Soviet Caucasus the 

creation of national army (Allison 1993:65) one of the 'basic attributes of sovereign 

states' became a' source·of contention among elites. due to lack of political consensus on 

. the nature ofthfeats to the State'. In fact; the eruption of conflict in Caucasus led to the 

:formation of arnied units to defend the. cause of ethnic _groups involv~d · iri · th~ ·conflict. . · 

This ushered in emergence of the warlords in the region, notably in Georgia and 

Azerbaijan which undermined the central power of these republics. It should be 

emphasized, that the breakup of the Soviet Union put the Soviet forces stationed across 

the former territory of the USSR in disarray. This was more acute in conflict-tom regions 

like Caucasus where the parties to the conflict attacked the Soviet military forces to seize 

arms and ammunition. Here, one can draw a parallel between impact of the collapse of 
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the Tsarist Russia and the Soviet Union in the Caucasus, where in both cases; Russian 

forces were a source of arms for the warring factions in the region. It was reported that 

selling weapons by the Russian forces was a common phenomenon in the Caucasus. 

Besides, the lack of discipline among the ranks of the former Soviet army led to the 

participation of the Russian officers in fighting particularly in Nagomo-Karabakh conflict 

for the sake of money. 

However, Georgia faced the most acute situation among the Caucasian states. The 

collapse of the Soviet Union and eruption of ethnic conflict as well as civil war left the 

country divided among the warlords with their own militia, without effective central 

power. This was situation reminiscent of Georgia before its annexation to Russia. As 

Ghia Nodia put it, "Georgia found itself plunged into a modem version of Hobbes's state 

of nature, with no effective state institutions, particularly clans-cum-mafias fighting for 

power, gun-toting brigands collecting their own taxes on the roads" (Nodia 1995:105).No 

wonder, the Caucasus experienced one of the most critical economic situation in the 

aftermath of the collapse of the Soviet Union. The disintegration of the former Soviet 

Union led to the rupture of economic ties among the republics of the former Soviet 

Union. In Caucasus, though economic chaos was partly due to conflict and blockades as 

well as the wave of refugees yet the impact of the Soviet collapse should not be 

underestimated. 

Georgia faced a socio-economic collapse. The inflation rose by 9,000 percent and 

'the GDP, industrial output, and labour productivity fell to the level of 1960's' (Jones 

1997 :49). The fuel crisis caused by the cut-off of natural gas from Turkmenistan due to 

the differences over price and transit fee adversely affected the Georgian economy. 

Moreover, · Georgia confronted with a bread crisis, had to be dependent on grains 

receiving from other countries, part~cularly USA as aid to feed its people. However, 

Armenia was economically the. hardest hit ~among the Caucasian suites. The rupture of 

fuel Supply from Russia and the other Soviet republics, the intensity of electricity and 

water shortage, rationing of bread which was even 'less than the amount allotted workers 

in Leningrad during the German siege in World War II, turned Armenia 'into a night

marish'. Against this background, it is not surprising that in Armenia in 1992, ninety 

percent of enterprises were shut down, and 'one-fifth of the adult population' were 

unemployed (Plyshevskii 1995:56). 
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In comparison Azerbaijan, with the other Caucasian states, economically had less 

acute situation, which was partly due to the rich mineral resources specially oil in the 

republic. Yet, the rupture of economic ties with Russia which led to the shortage of raw 

materials compounded with heavy burden of war and one Million refugee put 

Azerbaijan's economy in disarray (Ibid:55). The post-Soviet socio-economic decline in 

Caucasus was a blow to idealist nationalism that equated acquiring of independence with 

social economic flourishing of the nation. It is worth noting, that independence was 

followed by destruction of state sponsored art and culture that existed under the Soviets. 

Furthermore, the socio-economic decline among the Caucasian republics elicited wave of 

out-migration from Caucasus. It is reported, however, that the number who migrated from 

Armenia since independence is between 500,000, and 700,000, which is between one

seventh and one-fifth of entire population. This number for Georgia is between 800,000 

and one million (Chet~an 1997:57). Therefore, national independence and revival turned 

into a catastrophe. 

One of the most important aspects of the impact of the Soviet disintegration was 

'the end of a role model that the Soviet system had claimed during the last seven decades 

or so' (Imam 1998:165). Hence, the market economy and liberal democracy was the 

current across the former Soviet territory including Caucasus. Though, Russia initially 

provided a model for economic transition to market economy, the Caucasian states 

looked towards the west for advise, and soon the IMF and World Bank's experts were in 

the region to advise them how to introduce the market economy system. 

It is worth noting that the three Caucasian states have tried in their economic 

reforms to reorient their economic ties from Russia towards Middle East, notably Iran and 

Turkey. It signifies the return of Caucasus to Middle East after the disintegration of the .·· 

SovietUiiion. From the preceding pages, we can see that the new independent states of , · < • · 

the Caucasus wereweighed down bytheirhistoricallegacy, ~hile the sudden cpllapse of .. 

the Soviet Union brought new and unforeseen problems of nation-building. 

14 



Chapter-Two 

Geopolitics Significance of Transcaucasia 

This chapter will try to explain geopolitics of Transcaucasia and it will also try to 

explain security challenges in Transcaucasia. The Slavic states of Ukraine, Belarus and 

Russia met at Malta on 8th December, 1991 without informing and consulting other 

members of the Union, to discuss the fate of the former Soviet Union. The unilateral 

declaration of these three Slavic states formally marked the disintegration of the Union of 

the Soviet Socialist Republics. As a result of the disintegration of the USSR, the largest 

political landmass of the World was divided into fifteen new independent sovereign 

states. 

The disintegration of the former Soviet Union, that resulted into the emergence of 

fifteen newly independent, sovereign, territorially fixed units led to an astonishing 

geopolitical event in the 20th century world order. The comparison of which can be made 

only with the collapse of the great empires of 'Habsburg' and 'Ottoman' during the First 

World War. A massive chunk of territory have been tom away from the biggest 

geographical and political landmass of the World in to diverse directions only to be 

territorially demarcated in to several , unique, political units. Out of which a vast area of 

the one-sixth in size of the former Union turned towards south, was distributed and 

categorized in to eight new states with unfamiliar names in World politics, three Caucasus 

states Georgia, Azerbaijan and Armenia among them collectively known as a 

Transcaucasia. 

The Caucasus is. geographically bounded byRussia's Krasnodar and Stavropol 
. . . . . 

districts in the north, the Araxes River and Iranian and Turkish boundaries in the south, . 

and the Black and Caspian Seas. It is conventionally divided into two parts separated by 

the Caucasus mountain chain. The Northern Caucasus sub region is one of the seven large 

Russian federal regions crafted by Vladimir Putin, and includes the seven federal entities 

of Dagestan, Chechnya, Ingushetia, Northern Ossetia, Kabardino-Balkaria, Karachai

Cherkessia, and Adygea. The Southern Caucasus includes the new independent states of 

Armenia, Georgia, and Azerbaijan known collectively as Transcaucasia. These two 
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subregions are distinct but also linked by historical experience, ethnic commonality, 

cultural and linguistic traits, and strategic dynamics. The Caucasus meets Buzan's criteria 

for designation as a security complex, and thinking of the region in those terms can help 

to understand the particular security challenges that it presents (Buzan 2003:116). 

Figure-2.1 

TRANSCAUCASIAL REGION 

(Source-Internet, www.ma:psworld.com) 

The Caucasus region is characterized by ethnic, linguistic, and cultural di~ersity. 

The Northern Caucasus is one of the most ethnically complex regions in the world. 

Dagestan, with a population of about 2 million, contains more than 30 distinct ethno

linguistic groups (Smith 2001 :45). Ethnic complexity is less pronounced in the Southern 

Caucasus, but not less real. Georgia's population is approximately 65 percent Georgian, 

but the Georgians have important local affiliations Kartvelians, Mingrelians, Svans, Ajars 
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and there are Armenian, Azeri, Osset, Greek, and Abhkaz minorities. Azerbaijan is ninety 

percent Azeri, but contains a significant Armenian minority in the Javakh district. The 

Azeris are a multi-state nation, and perhaps as many as twenty million Azeris reside in 

neighboring Iran. Armenia is ninety five percent Armenian, but its population also has 

local identities. The large Armenian Diaspora is a significant and sometimes divisive 

domestic political factor. The region is also a point of intersection between confessional 

communities. About 80 percent of Azeris affiliate with Shia Islam, and there are other 

Shia communities, including the Talysh of Azerbaijan and some Dagestanis. Most 

Dagestanis associate with Sunni Islam, as do the Chechen and lngush, the Circassian 
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peoples (the Adyge, Cherkess, and Kabardins), about twenty percent of the Osset 

population, and thirty five percent of Abkhaz. The Georgian orthodox and Armenian 

monophysite churches are among the world's oldest organized Christian communities, 

and the majority of Ossets are orthodox Christians as is the region's Slavic population. 

There also are small Jewish communities including the Tats (Mountain Jews) of 

Azerbaijan, and in Dagestan. Historically, the region has been fragmented politically and 

dominated by adjacent power centers (the Persian, Ottoman, and Russian empires). 

The Caucasus never has developed functional regional institutions or a shared 

political identity. In the post-Cold War era, the Caucasus has remained underdeveloped 

institutionally and relatively impoverished. The region as a whole is plagued by many of 

the typical dilemmas of post-Sovietism, including incomplete nation-building, cultural 

disorientation, deeply rooted corruption, socio-economic and environmental 

disintegration, regional conflicts and separatism, fragile democratization, and flourishing 

criminal networks. Despite these problems, however, the region's strategic significance in 

many ways has become more pronounced. 

The strategic weight accorded to the Caucasus rests on several factors: (a) 

Regional Instability-the region has been plagued by armed conflict and instability with 

the potential to escalate and expand; (b) Islamic Radicalism-the Caucasus covers an 

important "fault line" between Christian and Islamic civilization, has been plagued by 

local conflict with a religious dimension and risks becoming a potential zone of 

engagement for Islamist extremism; (c) Embedded Criminality-poverty and the 

weakness of the Soviet successor states have allowed the region to be transformed into a 

transit corridor for various kinds of criminal trafficking; and (d) Strategic Resources-the 

oil and naturaLgas resources of the Caspian basin have become a much sought after prize; 

and the Caucas(ls represents a logical ~mdor of access for transporting these resources 

into world markets~ These factors have. made the Caspian an apple of discord between 
. . '. . . . . . 

great powers, notably the Russian Federation and the United States, which haVe crafted 

assertive regional policies on the basis of conflicting definitions of interests. The resultant 

competition is sometimes referred to as a part of the "new great game" for geopolitical 

leverage in the "arc of crisis" along Russia's southern flank (Craig 2001 :345). 
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Similar to the modern Balkans, the Caucasus is an area where the dilemmas of 

post-communism, regional order and geostrategic orientation are sharp and unresolved. It 

is attached to the greater Middle East geographically and by the Islamic factor; to Europe 

by institutions like Organization for Security and Cooperation in Europe (OSCE), the 

Council of Europe, the European Union (EU), the North Atlantic Treaty Organization 

(NATO) and the partnership for peace and the aspirations of elites; and to the Russian 

north by economic dependencies and complex cultural and demographic affiliations. It is, 

like the modern Middle East, a region with important oil and natural gas· holdings, but 

with traditions of authoritarian governance, the profound dilemma of frustrated 

modernization, and a large number of unresolved local disputes. 

Security Challenges in Transcaucasia 

The most important object of discord undoubtedly has been the hydrocarbon 

reserves of the Caspian basin. Azerbaijan is a major oil producer, and the Caucasus as a 

whole represents an important potential transit corridor for bringing Caspian oil and 

natural gas into regional and global markets. The region serves as a point of transit in a 

larger sense as well, as part of an emerging transportation artery defined by the EU's 

Transport Corridor Europe Caucasus Asia {TRACECA) project. Launched by the EU in 

1993, TRACECA includes a series of infrastructure initiatives including the construction 

of highways, railroads, fiber optic cables, and oil and gas pipelines, as well as a targeted 

expansion of exports, intended to recreate the silk route of the medieval centuries binding 

Europe to Asia. The Caucasus also has become a route for the east-west drug trade and 

other kinds of criminal trafficking (Verleuw 1999:232). In the post-Soviet period, it has 

been highly unstable, with four unresolved armed conflicts in place, all related to the 

attempt by•,-~IIiall, ethnically. defined enclaves to assert indepel}dence frorri larger 
.. . 

metropolitan states (the cases of Chechnya, Abkhazia, Southern Ossetia, and Nagoino .. 

Karabakh). 

The states of the Southern Caucasus are weak and actively have courted the 

support of great power sponsors - the competitive engagement of external powers is a 

significant part of the region's security profile. Russia has an obvious motivation to 

restore order on its national territory in Chechnya, and to promote a positive regional 
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balance supporting its national purpose to the south. The Chechnya conflict, in particular, 

has raised the specter of Islamist terrorism, and threatened repeatedly to spill over beyond 

the boundaries of Chechnya itself. But the weakened Russian Federation of the post

Soviet era has not been strong enough to sustain the region as a closed preserve as it has 

done in the past. The ''power vacuum created by the Soviet collapse provided an inviting 

milieu for the West's political and economic intrusion into an uncharted territory" 

(Dekmejian et al. 2001:28). 

The United States has been drawn to the window of opportunity to forward a 

policy of reducing Russian influence and promoting the sovereignty of the new 

independent states and "geopolitical pluralism" within the post-Soviet space; assuring 

access to the resources of the Caspian; and securing regional allies and potential military 

access (over-flight and potential basing), extending its strategic reach into inner Asia. The 

EU has become attracted by the transit of energy resources and concerned by the 

challenges of trafficking and criminality that regional instability aggravates. In 2004 the 

states of the southern Caucasus were made subjects of the European Neighborhood Policy 

(ENP), allowing the negotiation of bilateral "Action Plans" to permit states without 

immediate prospects for accession to take advantage of more limited forms of association. 

Iran and Turkey also have sought to sponsor local clients in search of strategic leverage. 

The Caucasus indeed has become part of a new great game, or tournament of shadows in 

Russian parlance, played for high geopolitical stakes, that is alive and well in the Caspian 

sea, Black sea, and inner Asian arenas. It has taken on a strategic weight that is 

incommensurate with its inherent fragility, and potentially dangerous in its consequences. 

The Caspian political Importance 

~ . . 

Over .the past decade, assessments of the basin's. potential have ranged widely, . 
. . 

from predictions of vast res~rves destined to make the Caspian a ·new El Dorado~. to 

pessimistic reassessments arguing that production levels will likely be low and the impact 

on world energy markets marginal at best. In 1997, the United States was estimating 

proven reserves of 16 billion barrels of oil, and possible reserves of up to 200 billion 

barrels. Such capacity would make the Caspian basin the third largest source of oil and 

natural gas reserves in the world, after Saudi Arabia and Russian Siberia, and a potential 

20 



''third hub" for global demand well into the future. The figures were compelling, and in a 

seminal public address on July 21, 1997, Strobe Talbott described the Caspian area, and 

entire southern flank of the Russian Federation, as a "strategically vital region" destined 

to become part of the Euro-Atlantic Community, which the United States could "not 

afford" to neglect. (Andrei 2004:122) Military analysts identified access to the Caspian as 

"a vital American interest" worth pursuing, if need be, with armed force (Calzini 

2005:112). 

The 1999 Silk Road strategy act defined the Caucasus as an "important 

geopolitical isthmus" in conjunction with its energy potential, and supported the effort to 

reconstruct a Europe-Asia transport corridor that would bypass Russia to the south. The 

estimates upon which such projects were constructed were criticized from the first, but 

with little effect. More recent estimates (also disputed) have shifted direction 

dramatically. The region is now being described by some as a strategically negligible area 

whose long-term potential has been deliberately exaggerated by a spectacular bluff, with 

reliable reserves limited to 18-31 billion barrels. No matter the Caspian region has been 

elevated to the status of geopolitical prize, and it is a status that it will most likely retain. 

It is possible to come to some kind of reasonable, consensual estimate of the 

Caspian's real potential as an energy hub. Several points of orientation can be mentioned. 

First of all, the sea has not been explored fully. The gap between proven reserves 

(modest) and full potential (potentially significant) cannot yet be fixed accurately. 

However, it is clear that although the Caspian may represent a meaningful source of 

energy supply, its potential does not approach that of the Russian Federation or Saudi 

Arabia and the Gulf. Nonetheless, the basin contains strategically significant resources 

· ... · that·cari usefully supplement global supply in ever-tighter energy markets, are especially. 
. ~ . . . 

coveted _as a potential reserve by a rapidly devt:jloping China, · and are of special 

'importance to regional-states with limited economic prospects. Access to the energy 
-·.- ' .. ·.· . ,.. - . 

. . 

resources of the Caspian basin historically has been monopolized by the Russian 

Federation. Efforts to create a wider framework for access and distribution therefore 

make good strategic sense. TH-176-.50 

The construction of the Baku-Tbilisi-Ceyhan (BTC) mam export pipeline 

(initiated on September 1, 2002, and _llpe.n~in the summer of 2006), and a Baku-Tbilisi-
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Erzurum natural gas pipeline (bypassing Russian and Iran) directed at the Turkish market, 

represent U.S.-led challenges to what was once Russia's nearly total control of access to 

Caspian resources (Basaev 2005:221). More recently Washington has expressed interest 

in sponsoring a Turkmenistan-Afghanistan-Pakistan (TAP) natural gas pipeline, with 

Indian participation, to draw natural gas resources onto world markets without reliance on 

Russia. These are competitive initiatives, but their impact has been diluted to some extent 

by the way in which regional energy markets have evolved. 

Figure 2.3 

(The Baku-Tbilisi-Ceyhan pipeline (green) is one of several pipelines running from Baku.) 

(Source-Internet, www .mapsworld.com) 

Russia retains considerable leverage and sufficient pipeline capacity to sustain 

export potential. The Tengiz-Novorossiisk pipeline, for example, is adequate to transport 

the significant oil reserves of Kazakhstan's Kashagan fields, and Russia's Blue stream 

natural gas link to Turkey is likely to supply a dominant part of the Turkish market. 

Moreover, energy politics in the Russian Federation goes well beyond the politics of the 

Caspian. Russian production has increased considerably in recent years, energy revenues 

have become the essential motor of Russian economic revival and Moscow uses its 

resource potential purposefully in pursuit of national interests (Nabi 2004:113). In the 

larger picture of Russian energy policy, the Caspian "great game" is more like a 

sideshow. Secondly, declining estimates of potential have taken some of the urgency out 

of competitive angling for leverage and influence the Caspian basin does not constitute by 

itself an area of vital strategic interest for the West. Neither is Western interests 

significantly threatened. Russian elites realize that the new Russia is not in a position to 
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dictate policy in the Caspian area, and that excessive pressure upon the region's new 

independent states is only likely to encourage defiance. 

Russia and the United States could choose to move toward a modus operandi that 

would allow both to address their most important interests in a non-conflicting manner, at 

least insofar as the logic of economic advantage is made the decisive measure. 

Unfortunately, this is not the case at present. Russian sources assert that the flag follows 

commerce, and that U.S. policy in the post-Soviet space ''will not be limited to uniting the 

region with the western economic sys-tem, but will also include political and military co

operation and a high degree of readiness to strengthen and defend its position with the 

most resolute measures" (Chivers 2006:243). U.S. policy indeed has focused on reducing 

the Russian and Iranian footprint in the region. The decision to build the BTC, in defiance 

of the best council of representatives of the oil and gas industry and inspite of the fact that 

an Iranian route would be economically the most efficient choice, has been described as a 

triumph of geopolitics with an essentially strategic rationale, and in that sense a 

prominent success for the U.S. policy of creating an east-west transit corridor intended to 

bind the Caspian region to the West. As concerns the Caspian energy hub, the United 

States and Russia remain rivals for access and influence. 

The absence of collaboration in the energy sector affects the larger U.S.-Russian 

strategic relationship throughout the Caucasus and inner Asia. U.S.-Russian collaboration 

in the war on terrorism, originally focused on the elimination of the Taliban regime in 

Afghanistan, has faded gradually as Moscow has re-evaluated what the relationship 

stands to bring it. The closure of the U.S. military facility in Uzbekistan, and pressure to 

impose timelines for a U.S. withdrawal from Tajikistan, symbolize a turning of the tide. 

Both Washington and Moscow now are seeking to cultivate. competing regional 

associations as sources of support. I:or years the United States has encouraged the 

development of··the so-called GUUAM (Georgia-Ukraine-:Uzbekistan-Azerbaijan

Moldova) organization as a counter to Russian domination of the Commonwealth of 

Independent States (CIS). More recently, Moscow has attempted to reinforce the 

Collective Security Treaty Organization (CSTO-Russia, Belarus, Armenia, Kazakhstan, 

and Tajikistan) as a collective security forum, and is considering the possibility of 

expanding the Shanghai Cooperation Organization (Russia, China, Kazakhstan, 

Kyrgyzstan, Tajikistan, Uzbekistan) toward South Asia, possibly to include Iran, 
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Pakistan, and even India. The recent decisions by Uzbekistan to pull out of the GUUAM 

(now reduced to the acronym GUAM), the refusal of Kazakhstan to tum away from its 

privileged relations with Russia despite U.S. pressure, Russian refusal to cooperate with 

the diplomatic isolation of Iran in the context of the dispute over its nuclear programs, 

and generally improved Russia-China relations have all made clear that, in the greater 

Caspian area, Moscow still has significant policy levers at its disposal. 

These setbacks for the U.S. agenda, combined with continuing instability in 

Afghanistan, have encouraged a sharpening of American regional policy. In Lithuania 

and the Kazakh capital of Astana, the then U.S. Vice-President Richard Cheney pointedly 

chastised Moscow for its purported attempt to use oil and natural gas as "tools of 

intimidation and blackmail" and urged the Central Asians to opt for pipelines to the West 

bypassing Russia. Washington also has floated a "Greater Central Asia" initiative 

intended to bind post-Soviet Central Asia more closely to a South Asian region where the 

United States has greater leverage (Nivat 2006: 221). All of these moves and counter 

moves reveal the essentially competitive character of the U.S.-Russian relationship in the 

greater Caspian region. Business interests as defined by private enterprise rather than 

national strategic goals provide a promising foundation for cooperative and mutually 

beneficial development. 

Transcaucasia and its Frozen Conflicts 

The three new independent states of the Transcaucasia rank among the most 

troubled and instable to _emerge from the Soviet break down. 

. - . 

Azerbaija~.;.Azerbaijan began its independent national existen~e in the throes 

of a war with neighbquring Armenia. The outcome was the loss of control over the 

Nagoino~Karabakh enclave and a substantial part ofAzeri territory providing a corridor 

of access between Armenia proper and Stepanakert. After some initial political instability, 

including a brief period of pro-Turkish government under Abulfez El9ibey, in 1993 

power was assumed by Gaidar Aliev, a strange political hybrid who was a former 

member of the communist-era Brezhnev Politburo, a regional power broker with personal 

authority rooted in the clan structure of his native Nakhichevan, and ambitious oriental 
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satrap, all rolled into one. Politically, Azerbaijan is a prime example of a post-Soviet 

autocracy where a democratic fac;ade only partially disguises the abusive control of a 

narrow ruling clique, in this case representing a familial clan with succession determined 

on the basis of primogeniture. 

Geopolitically, Azerbaijan gradually has moved away from the Russian orbit 

toward closer relations with the West. Its oil and natural· gas holdings, and prospects for 

substantial economic growth, make it an attractive partner, and the United States has 

pursued closer ties aggressively. Other regional powers with an eye upon Azeri energy 

holdings, including Turkey and Pakistan, also have been active courting favor. Turkey 

has sustained a special relationship with Azerbaijan since independence, grounded in 

linguistic and cultural affinity, as well as shared interests. The BTC, which binds 

Azerbaijan to Turkey via Georgia, was designed specifically to advantage Azerbaijan and 

exploit its energy riches. After taking office in 2001, President George W. Bush moved 

quickly to use executive prerogative to repeal Section 907 of the U.S. Freedom Support 

Act, which banned economic relations with Azerbaijan as a consequence of its policies 

toward Armenia. Already in 1999, Azeri Foreign Minister Vafa Guluzade had called for 

the United States and Turkey to take the initiative to create a NATO-run military base on 

Azerbaijan's territory and Azerbaijan formally announced its candidacy to join the 

Alliance (Jackson 2005:13). The United States enjoys over-flight privileges in the entire 

Southern Caucasus, and might be attracted by the possibility of basing facilities in 

Azerbaijan that would facilitate broader strategic access. Despite its autocratic political 

regime and well-documented humans rights abuses, Azerbaijan steadily has drawn closer 

to the Euro-Atlantic community. 

There are significant· proble~s with these kinds of scenarios for. exp~nded 

integration. Azerbaijanis a corrupt and dictatorial polity. Windfalloil wealth by and large 

is being used to reinforce the status of a deeply entrenchedand venal post-communist ... 
. . : . .. . . . . .. . ::-··.· . 

elite closely linked to the Aliev dynasty. Azeri oil produCtion is expected to peak by 

2010, and it is not clear that oil and natural gas revenues will be used with foresight to 

prepare the way for more balanced long-term national development. Azerbaijan usually is 

described as a moderate Islamic regime, but moderation is achieved at the price of severe 

repression of political Islam, as well as other oppositional tendencies. Moreover, true to 

the calculating and cautious policy crafted by Gaidar Aliev, Baku has sought to maintain 
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some balance in relations between East and West. Moscow continues to operate a military 

station for radio monitoring and early warning in Gabala on Azeri territory. Azerbaijan 

has been a cooperative partner in the Russian campaign against Chechen terrorism. Its 

relations with the EU occasionally have been troubled by European criticism of violation 

of democratic norms and human rights standards, although Baku has welcomed the 

opportunities presented by the ENP. Baku's position inside the reduced GUAM 

organization cannot be taken for granted, given the more pronounced pro-Western 

orientation of its Georgian, Ukrainian, and Moldovan partners (Barylski 1995: 165). Azeri 

Defense Minister Safar Abiev has responded positively to a suggestion by his Russian 

counterpart, Sergei Ivanov, that Russia, Kazakhstan, Turkmenistan, Azerbaijan, and Iran 

pool their resources to create a multinational force to patrol the Caspian basin. 

Azerbaijan is aware that the United States can be a fickle partner, and has sought to 

position itself accordingly. 

The most significant unresolved issue hanging over Azerbaijan's future is the 

status of the Nagomo-Karabakh enclave. The Supreme Soviet of the Nagomo-Karabakh 

autonomous region declared its intent to unite with Armenia in February 1988, and 

Armenia-Azeri friction subsequently became a significant source of tension, paving the 

way toward the Soviet collapse. On September 2, 1991, Nagomo-Karabakh declared 

independence, and between 1991 and 1994, with strong Armenian support, it prevailed in 

a bloody war that may have taken as many as 20,000 lives and produced more than one 

million internally displaced persons. A ceasefire has been in effect since May 1994, but, 

despite many attempts at mediation, the situation on the ground remains locked in place 

(Sergei 2000:90). The reality is that for all intents and purposes, Nagomo-Karabakh and 

adjacent territories have been integrated thoroughlyinto the Armenian Republic. Material· · 

· circumsta11ces inside the embattled enclave are difficult, and there has been a significant . 

population exodus,· but commitment. to. sustain. independence appears to· be undaunted. 

Azeri and Armenian soldiers in Close proximity man the ceasefire line. There are regt~.lar 

firefights and the constant danger of a local incident sparking wider violence. Azerbaijan 

refuses to compromise on the question of sovereignty or to rule out the option of retaking 

the enclave by force. Under the Alievs, it has sought to maintain its legal claims to the 

territory, defined as an integral part of the Azeri nation; sustain an intimidating military 

presence surrounding the enclave; and wait patiently while the influx of oil revenues 
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make it stronger. With Western support, Azerbaijan currently is engaged in a significant 

force modernization program. 

The balance of forces in the region gradually may be shifting to Azerbaijan's 

advantage, but there are good reasons why a renewal of military operations would not be 

in Baku's best interests. A flare-up of violence in the area could strike a serious blow at 

Azeri intentions to leverage its energy resources on world markets. Nagorno-Karabakh is 

supported financially by the large and prosperous Armenian Diaspora and thoroughly 

integrated with Armenia proper in economic terms. It is basically self-sufficient, thanks to 

the largesse of its metropolitan sponsor. Conquering and assimilating the territory would 

represent a major challenge, and could involve the Azeris in human rights abuses that 

would damage their international standing. The Armenian armed forces are powerful and 

probably still at least a match for their Azeri counterparts. Not least, Armenia's strategic 

alliance with the Russian Federation, and association with a more dynamic CSTO, offers 

a deterrent shield. Nagorno-Karabakh provides an excellent example of the way that 

Russia has been able to make use of separatist conflicts in the Caucasus region to further 

its own interests. U.S. sponsorship for Baku has made the relevance of strategic alignment 

with Armenia all the greater, and the key to that alignment for the present is the frozen 

conflict over N agorno-Karabakh. 

Armenia- A massive earthquake struck Soviet Armenia in 1988, claiming over 

25,000 victims, directly affecting more than a third of the population, and leaving ruin in 

its wake. Armenia successfully established independence in 1991 and won its war with 

Azerbaijan over Nagorno-Karabakh in 1992-94, but at a high cost. The shocks of natural 

disaster and regionalwar, the rigid blockade imposed by neighboring Azerbaijan and 

. Turkey, and the disappearance ofthe traditional commercial framework once provided by 

the Union of Soviet Socialist Republics (USSR) administered body blows to ·the 

Armenian economy from which it has yet to recover. 

Armenia is in the midst of an impressive economic revival, with annual growth 

rates of over 10 percent led by new sectors in construction, diamond processing, and 

tourism. It has a long way to go. Its population, greatly reduced by migration and 

demographically ageing, remains massively impoverished. Armenia is landlocked 
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between Azerbaijan and Turkey, and has access to world markets only through Georgia 

and Iran. Poor relations with its immediate neighbors leave it isolated in the region and 

excluded from all major regional development and pipeline projects (Lewy 2004:45). 

Popular dissatisfaction is high, and Armenia has struggled with a turbulent domestic 

political environment. The first president of independent Armenia, Levon Ter-Petrossian, 

was forced to resign in 1998 after releasing an open letter urging concessions toward 

Azerbaijan in search of a negotiated settlement in Nagomo-Karabakh. His successor, 

Robert Kocharian, a hero of the war with Azerbaijan and subsequently president of 

Nagomo-Karabakh and Prime Minister of Armenia, came to office with the reputation of 

an uncompromising hawk. Kocharian was elected in 1998 and reelected in 2003. Both 

elections were seriously marred by vote fraud and condemned as such by OSCE monitors. 

Independent Armenia has established a destructive tradition of political violence, 

including a string of unsolved assassinations. In 1999 an armed raid upon the Armenian 

parliament, with obscure motives that have never been satisfactorily clarified, resulted in 

the shooting death of eight people, including Prime Minister V azgen Sarkisian and 

Speaker of the Parliament Karen Demirchian. Kocharian has not hesitated to use force to 

repress dissent. The Armenian Diaspora (particularly devoted to the cause of Nagomo

Karabakh), the armed forces (well-equipped, highly professional, and 60,000 strong), and 

the Karabakh clan from which Kocharian derives are the essential pillars of his 

government. It is no secret that the open-ended Karabakh dispute, and the isolation to 

which Armenia has been consigned as a result, are important barriers to prospects for 

balanced development. But the Kocharian government is neither inclined nor well

positioned to offer concessions. Defense Minister Serzh Sarkisian repeatedly has asserted: 

''the Armenian army serves as a guarantor ofNagomo-Karabakh security (Yunusov 2002: 

20). .. . . .. : . 
-· ·. . 

The ultimate guarantor of Armenian security, in view of its inherent. fragility and 

substantial isolation, is· str11tegic alliance with the Russian Federation. The Russian

Armenian relationship rests upon a long tradition of association between Christian 

civilizations confronting occasionally hostile Islamic neighbors. It was reinforced by the 

perceived role of Russia as protector ofthe Armenians following the genocide of 1915. 

Since May 1992 Armenia has been associated with the CIS Agreement on Collective 

Security, it is a member of the CSTO, and is linked to Moscow by a bilateral Mutual 

Assistance Treaty. Russia maintains military forces at two sites within Armenia, and its 
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forces engage in military exercises with their Armenian counterparts on a regular basis. 

The presence of Russian forces on Armenian soil has a powerful deterrent effect-for all 

intents and purposes any attack on Armenia would become an attack on Russia as well. 

So long as Azerbaijan holds out the possibility of a resort to force to recoup Nagomo

Karabakh, this kind of deterrent function will be relevant strategically (Mamedov 

2004:15). Russia is also in the process of establishing a more robust economic presence. 

Trade has increased exponentially, economic remittances sent home by Armenians 

working in Russia have become economically critical, and debt-for-equity swaps have 

made Russia an ever more important player on the Armenian domestic stage. Some see 

the trend as consistent with Anatoli Chubais' theory of "liberal empire," according to 

which economic presence is the real key to expanding political influence. 

Armenia has sought to balance the powerful Russian presence by developing ties 

with other partners, with limited success. The EU has become more active in Armenia 

since the signing of a partnership and cooperation agreement in 1999, all of the states of 

the Transcaucasia became subjects of the ENP. Recent polls have indicated some public 

support for a stronger European orientation, and inclusion within the ENP has encouraged 

improved relations with Brussels. Yerevan has established a high level commission to 

explore avenues for cooperation, but there are strict limits, defined above all by strategic 

dependency on Russia, to how far rapprochement is likely to proceed (Shows 2004:89). 

Motivated in part by a powerful domestic Armenian lobby, the United States provides 

meaningful financial assistance, and the U.S. Congress approved a parity policy allowing 

$5 million in military assistance annually to both Azerbaijan and Armenia. Armenia has 

reciprocated by sending a small contingent of doctors, truck drivers, and demining 

specialists to"'nearby Iraq. Yerevan cautiously has probed opportunities for improved 

relations with· Turkey, · without significant results. Iran, however, is emerging as a 

·. promising regional partner. For Teh~ran, also subject to regional isolation, Armenia offers 

a usefu.l~ qorrido.r of access to the Black Sea area and Europe .. 

These would be partners. see small and impoverished Armenia as the means to a 

variety of national ends. Washington is interested in enhanced stability along the BTC 

route, including, if possible, some kind of resolution of the Nagomo-Karabakh dispute 

and a rapprochement between Armenia and Turkey (the BTC route passes directly 

through the predominantly Armenian Javakh area inside Azerbaijan); an expanded NATO 

role in the Southern Caucasus (Armenia has been associated with the Partnership for 
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Peace initiative since 1995); and cooperative efforts to contain the expansion of Iranian 

influence (Mitchell 2004:342). Ankara also should share them to some extent-the 

blockade of Armenia is one of many initiatives that will have to be put to rest if Ankara's 

timetable for EU accession is to make progress. Iran is constructing a gas pipeline to 

supply the Armenian market, and its border with Armenia is a vital opening to the West. 

Good relations with Yerevan are useful to these ends. In no case, however, do the benefits 

that accrue to Armenia from relations with the United States or its regional neighbors, 

come close to matching the strong cultural affinity and strategic dependency that links it 

to the Russian north. 

Georgia- Georgia has been the most contested state of the post-Soviet Southern 

Caucasus. The brief tenure of the ultra-nationalist Zviad Gamsakhurdia as President at the 

end of the Soviet period provoked a series of secessionist movements that resulted in 

declarations of independence followed by military defiance of the Georgian metropolitan 

state in Southern Ossetia and Abkhazia. The Ajara district in the southwest also moved to 

proclaim a kind of de facto sovereignty. Ceasefires in 1994 brought the fighting to an end 

without achieving any resolution of underlying differences. In both Abkhazia and 

Southern Ossetia Russian peacekeepers continue to monitor disputed borders. Georgia 

insists on the premise of sovereignty, but is too weak to act decisively to reassert control. 

During the 1990s, the government of Edvard Shevardnadze was forced to tolerate the 

existence of the de facto states on Georgian territory against a background of precipitous 

national decline. Vote fraud in the election of 2005 led to the ouster of Shevardnadze as a 

result of pressure from the street in the much-touted "Rose Revolution." Subsequently, 

the new government of Mikheil Saakashvili has struggled, with mixed success, to 

navigate Georgi.a's floundering ship of state, described by Dov Lynch as "a bankrupt,· 

enfeebled, 8lld~deeply corrupt state, with no control over large parts of its territoryand 

declining international support" for whom prospects "were bleak"( LYJ1ch 2006: 22). 

Saakashvili proclaimed the Georgian revolution. to be the p;ototype for a "third 

wave of liberation" following in the wake of the collapse of European Fascism after 

World War II and the "Velvet Revolutions" that brought down European Communism 

from 1989 onward (Nougayrooe 2006: 111 ). The ouster of Ukrainian President Leonid 

Kuchma as a result of popular protests with strong international support in the "Orange 

Revolution" of November-December 2004 seemed to lend the assertion some credence. 
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Russia saw the events quite differently, as an overt use of American soft power to exploit 

dissatisfaction and impose pro-Western and anti-Russian regimes in areas where it had 

vital interest at stake. Foreign Minister Igor Ivanov condemned the event dismissively as 

the forced ouster of the current lawful president from office. In the wake of the Orange 

Revolution in Ukraine, a serious blow to Russia's interests, Putin advisor Sergei 

Y astrzhembskii put forward a conspiracy theory that interpreted the larger phenomenon 

of "Colored Revolutions" as a manifestation of American grand strategy devoted to 

keeping Russia down. There was Belgrade, there was Tbilisi; we can see the same hand, 

probably the same resources, the same puppet masters (Gudiashvili 2003:34). Apart from 

. any other effects, Georgia's Rose Revolution opened a significant new front in the 

struggle for influence between the United States and Russia in the Transaucasia. 

Georgia always has been skeptical toward the CIS, wary of Russian intentions, 

and attracted to strategic partnership with Washington. Early in his tenure in office, 

Saakashvili went out of his way to articulate, in both Moscow and Washington, that a 

democratic Georgia would not become a battlefield between Russia and the United States. 

But his actions have in some ways belied his words. The government born of the Rose 

Revolution clearly has established the strategic objective of reinforcing a special 

relationship with the United States and expanding cooperation with NATO. Its orientation 

toward the EU is much less strong. Tbilisi has accepted the status of subject of the ENP 

without caveat and not forwarded the goal of eventual accession to the EU as forcefully 

as have, for example, the Central European states of Moldova and Ukraine. Its French

born Foreign Minister, Salome Zourabishvili, described Georgia as a European country 

by default (Darchiashvili 2005:167). Tbilisi concluded an individual partnership action 

plan to define guide-lines toward eventual accession to NATO and seeks to move forward 

to a Membership Action 'Plan with the possibility for accession as soon as possible. 

NATO ·has been granted the right of transit for military forces across Georgian land and 
' ' 

. air space, A new Nation~} Military Strategy and the dtaft of a National Security Strategy 

:were ~eieased that unambiguously assert Georgia's Euro-:-Athintic vocation. and cite 

Russian policies as a primary threat to Georgian security. Military cooperation with 

Turkey also has expanded, fueled by a shared interest in the security of the BTC and 

Baku-Tbilisi-Erzurum natural gas pipeline. 

The separatist states are fragile, impoverished, and criminalized, but they have been 

in existence for more than a decade and are not likely to fold their tents any time soon. 

Georgia refuses to rule out the "Operation Storm" option of retaking its secessionist 
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provinces by force, but it is not strong enough to contemplate such action ( Gadzhiev 

2003:165). The United States has sought to discourage a resort to force, fearing the possible 

effects upon regional security and the integrity of the BTC. 

Russia's role in these secessionist conflicts perhaps sometimes is exaggerated. 

Moscow did not create the tensions that led to declarations of independence-the conflicts 

are essentially about local issues-and it is not in a position to resolve them unilaterally. 

Tbilisi, as has been the case with Baku in regard to the Nagorno-Karabakh conflict and 

Chi~inau with regard to Transnistria, has been reticent to address the legitimate grievances 

and sensitivities of the peoples in question. The Chechen question makes Russia loath to 

unambiguously support secessionist provinces. But mainstream evaluations note the 

weakness of the Azeri and Georgian states as significant barriers to reintegration, and 

describe Abkhazia and South Ossetia, no doubt realistically, as "de facto subjects of 

international relations" {Lynch 2004:231). The ability to serve as external sponsor for the 

separatist states gives Moscow real leverage in the region. So long as the contest for 

Georgia is defined on both sides as a zero-sum struggle for influence, Russia's motives, and 

policy priorities, are not likely to change. 

The Great Game in the Transcaucasia 

The post-Soviet Caucasus has not succeeded in creating a functional regional 

security framework. Dov Lynch speaks, no doubt optimistically, of "a regional security 

system in formation." But there is little evidence of any kind of effective security 

interaction relevant to the needs of the region as a whole (Ibid: 265). Polarization along a 

fault .line defined by great power priorities not related intrinsically to the interests of the 

Caucasus itself defines patterns of association in the security ·realm. The resultant 

polcpization contributes to a perpetuation of division and co~flict in an impoverished and 

un.stable region. ·that can ill. afford the luxury .. Russia ~s·. engaged in a. protracted 

counterinsurgency campaign in Chechnya that repeatedly has threaten~ to spill over into·· 

the larger Northern Caucasus region and into Georgia to the south. It sustains a military 

alliance with Armenia, keeps forces deployed in Georgia as well as the separatist states of 

Abkhazia and Southern Ossetia, and cultivates positive relations with neighboring Iran. 

Since the Rose Revolution in Georgia, Moscow's presence in Abkhazia and Southern 

Ossetia has expanded, and the dependence of the separatist entities upon Russian 
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sponsorship has grown stronger. Azerbaijan and Georgia have cultivated the geopolitical 

sponsorship of the United States, and are linked militarily to the United States, Turkey, 

and key European powers, including Germany and the United Kingdom. Azerbaijan 

sustains a close relationship with neighboring Turkey, which joins it in imposing a costly 

boycott on Armenia (Zhuravlev et al. 2004:245). Georgia is pushing an agenda for 

NATO accession, with U.S. support. The pipeline politics of the Caspian basin remains a 

source of discord, with the United States and Russia sponsoring competing frameworks 

for access and market development. The EU increasingly has become engaged in the 

Caucasus region, but it has not established itself as an independent strategic partner. 

The European agenda in the region remains broadly consonant with that of the 

U.S. led western security community. U.S. regional goals seem to be to contain Russia; 

isolate Iran; ensure some degree of control over the hydrocarbon reserves of the Caspian 

and develop alternative pipeline access routes; reward and sustain the allegiance of 

regional allies including Turkey, Georgia, and Azerbaijan; open up the possibility of 

greater military access including possible basing rights; and reinforce regional stability 

and resolve the issues of Abkhazia, Southern Ossetia, and Nagorno-Karabakh by 

encouraging their reintegration into the metropolitan states with some kind of guaranteed 

autonomy (Minassian 2004:789). More generally the United States seeks to project 

influence into a regional power vacuum with the larger goals of checking Russian 

reassertion, pre-empting an expansion of Iranian and Chinese influence, and reducing 

Islamist penetration. These are ambitious goals that will be difficult to achieve. The 

Chechen insurgency threatens the territorial integrity of the Russian Federation, and its 

containment has become tied up inextricably with the political persona of Vladimir Putin. 

The issue has major implications for Russian policy in the Caucasus since October 2001 

Moscow has claimed the right to launch pre-emptive military strikes against terrorist 

organizations operating outside its territory(Ibid: 248). 
. . . . 

The Islamic factor in the entire arc of crisis along the Russian Federation's 

southern flank.hasserious security implications. Russia has impo.rtant investments and 

economic interests at stake in the region. Its commitment to the exploitation of Caspian 

basin oil and natural gas potential is considerable. The perception of U.S. and EU 

encroachment designed to detach the region from Russia and attach it to a putative Euro

Atlantic community is viewed as an assault on vital national interests. Russia consistently 

has defined the cultivation of a sphere of influence in classic geopolitical terms in the 

''Near Abroad" within the boundaries of the former Soviet Union as a national priority. 
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The policies of Washington and Brussels have challenged that priority. The European 

Neighborhood Policy (ENP) speaks of a "shared neighborhood" (a phrase that Moscow 

rejects) on the EU and Russian periphery, and in effect seeks to cultivate the new 

independent states of Central Europe and the Southern Caucasus as the Near Abroad of 

the EU. The possible inclusion of Ukraine, in particular, in the NATO Alliance has the 

potential to significantly disturb the larger pattern of U.S.-Russian relations. Transport 

Corridor Europe Caucasus Asia (TRACECA) has been described as an initiative whose 

goal is "the integral inclusion of the Southern Caucasus in the American sphere of 

control" (Fedorov 2004: 270). American policy in the Caucasus is perceived as 

revisionist, actively seeking to change the geostrategic balance to Russia's disadvantage. 

The Russian policy response seems to be to use its own instruments of soft power 

to reinforce dependency, to leverage support for separatist entities in Georgia and 

Azerbaijan; to cultivate relations with regional allies including Armenia and Iran; to stay 

the course in Chechnya in search of a medium term solution based upon the 

Chechenization scenario; and to thwart western designs where possible through a 

combination of incentives, punitive measures, and leveraging of local influence. More 

generally, Moscow seeks to frustrate U.S. and EU encroachment, to sustain its position as 

the Ordnungsmacht in a volatile neighboring region, to pursue its economic interests, to 

sustain the geopolitical status quo, and to contain and if possible defeat embedded 

terrorism (Berman 2004:59). 

The way in which the United States and Russia are defining their interests in the 

Caucasus region is a recipe for protracted conflict. It is curiously at odds with the larger 

framework of interests that could be defining U.S.-Russian relations in the 21st century. 

Indeed, U.S. and Russian interests on a global scale can be interpreted as largely 

coincidental. Both states identify Islainist extremism and catastrophic terrorism as 

primary security threats. Russia is now a fully converted marketeconomysustaining high 

growth rates with a strong vested interest in sound· and stable global markets. 

As ·the world's largest (or second largest) oil producer and oil consumer 

respectively, Russia and America have a shared interest in regulating world energy 

markets to their mutual advantage. As the world's ranking nuclear powers and the only 

countries in the world capable of attacking one another and wreaking major damage, they 

have a mutual interest in promoting nonproliferation and cultivating strategic stability. 

Both countries confront the dilemma of power transition, and the inexorable rise of a 

potential Chinese superpower, as a prime concern in the century to come. 
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The United States has no vital interests at stake on the Russian periphery, and U.S. 

engagement does not place Russian interests at risk. The enlargement of western 

institutions such as the EU and NATO need not threaten Russia, toward whom they 

manifest no hostile intent. Enlargement, in fact, can be perceived as a beneficial 

contribution to regional stability so long (and this is a meaningful condition) as Russia 

itself is engaged positively. The NATO-Russia Council and EU-Russia Strategic 

Partnership represent steps toward positive engagement, albeit, for the time being, 

inadequate ones. Russia is not a predator bent upon subjugating its neighbors. 

Its motives in the Caucasus region are oriented strongly toward warding off 

further decline and securing economic interests-the motives of a status quo power that is 

no longer able to prevent or resist the rise of change. The real nature of the Russian

American relationship, more focused on the larger Caucasus regional security complex, 

and better adapted to addressing the real, human security imperatives that continue to 

make the Caucasus one of the more volatile and contested regions in world politics. 
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Chapter -Three 

Russia's Policy towards Transcaucasia: Issues and Challenges 

This chapter examines the evolution of Russia's foreign policy towards the South 

Caucasus in order to identify Russia's long-term interests in the region. Russia views the 

Transcaucasian countries and the North Caucasus as part of the same security complex 

and accordingly has four major interests- Preventing foreign penetration into the region; 

Strengthening collective security frameworks; Fighting threats of terrorism and radical 

Islam with the potential to spread and destabilize the entire Caucasus and expanding 

economically and achieving control over key energy sectors to insure potential leverage 

over political developments of regional states. 

The motivations behind famous Minsk Declaration sealing of the end of the fate 

of the Soviet Union and later, the Tashkent declaration announcing the formation of the 

Commonwealth of Independent States (CIS) the republics of Central Asia and 

Transcaucasia which was perceived as a burden for Moscow. This motivation perhaps 

affected the early phase of Russia's foreign policy which came under the influence of 

westerners or Euro-Atlanticist perspective (Deneveres 1999:27). Soon after the demise of 

the Soviet Union and emergence of Russia, Boris Y eltsin and his foreign minister 

Andrey Kozyrey enacted the ideas of Euro-Atlanticists, in adoption of a western 

oriented foreign policy. Russia under Y eltsin, therefore, committed itself to be integrated 

in the community of the democratic states and the World economy. They repeatedly 
. . ..·. . . 

emphasized the importance' of relations with the west, not as an ordinary link, but as one 
. ' . . . . 

based on 'partnership of value~'. As Kozyrev put it: "The gist of our policy is that we are 

beginning to share, we have set a course towards genuinely sharing, the values of 'the. 

civilized world and to live according to these values" (Mesbahi 1994:281). 

The early phase of Russian foreign policy was too pro-western and it was pursued 

at the cost of neglecting the near abroad countries, especially its southern flank including 

Transcaucasia. The neglect continued from December 1991 till late 1992 (Baev 1999:4). 

Quite in contrast to Russia, Iran, Turkey, and later the USA adopted an active policy and 
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officials of these countries paid visits to the Transcaucasian and Central Asian states long 

before any high delegation from Russia (Prizel 1998:280). 

Towards the end of 1992, however, a shift was visible in Russia's policy in 

respect of its southern flank. One of the most important reason behind this shift was 

security concerns of Moscow in near abroad. The fear of the rise of Islamic 

fundamentalism, eruption of conflicts in near abroad and its spill over into Russia, and 

the protection of Russian diaspora can be cited as causes of Moscow's security concerns. 

Moreover, Russia's pro-western foreign policy and neglect of its interest in near 

abroad provoked sharp criticism from some political and military elites. In the course of 

time, a consensus appeared among Russian political and military elites on Russia's vital 

interests in near abroad as its sphere of influence. Apart from that, there were economic 

lobbies who increasingly considered the near abroad 'as an economic opportunity rather 

than a burden'. These economic lobbies or 'business elites' who came to existence as a 

result of privatization of Russian economy nomrally began to affect Russia's foreign and 

security policy (Tsypkin 1995:27-30). This trend is apparent in Russia's policy towards 

the oil and gas deals with Transcaucasia and Central Asia in which Moscow tried to 

ensure the interests of Russian oil companies and 'oil industry officials' while, protecting 

Russia's strategic interests in the region. Besides, the control of oil and gas in Russia's 

southern-rim is considered by some Russians, including Y evgeny Primakov the prime 

minister as a leverage for maintaining Moscow's influence in near abroad to increase 

Russia's status in international politics. To that aim, Russia should emerge 'as the primary 

defender of the Transaucasia and Central Asia while the region became a major oil and 

gas producer'. Moreover, Russia also wanted the oil to be exported through the Russian 

routes, so as to increase its hold over the region; indeed ·this appeared to be one of the 

, . •. motivations behind Moscow's suppression of Chechniya's drive for independence in the 

late 1994" (Cheterian t997:5o). 

In the one hand~ the'·instability and rise of ethnic conflict arid Moscow's feat of 

involvement of foreign powers in the conflicts in close vicinity of Russian borders and 

on the other, 'the disruption of transportation links, the loss of markets and source of 

supply' contributed to Russia's policy shift from neglect to assertion in respect of the near 

abroad (Marantz 1994:737). This was the beginning of a trend which was labelled right 

wrongly as neo-imperialism in Russia's foreign policy by some western scholars. 
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However, the conflict-tom region of the former territory of the Soviet Union posed a 

serious security challenge to Russia. Even, the Russian military forces, who had 

remained there, were attacked by local militia groups to obtain weapons. No wonder, the 

military took the lead in determining Russia's policy towards the near abroad whereas 

the Russia' foreign ministry lagged behind (Dawisha 1994:204). 

The sequence of events of confrontation between the parliament and president 

Yeltsin culminated in armed attack on the parliaments (October 1993) which proved as a 

turning point in Russia's policy towards the near abroad. These events and the subsequent 

parliamentary election, in which the communists and nationalists the upper hand, led to a 

significant shift of Russia's policy towards more assertion vis-a-vis the near abroad 

(Shearman 1997:10-12). The debate of Russian army in Chechen war was also important 

in the process of reducing the role of military in framing the Russia's policy towards near 

abroad. In general, it undermined the usefulness of the army as a political instrument by 

demonstrating its drastic deterioration. 

The Transaucasia as a highly troubled area of the former territory of the Soviet 

Union proved to be one of the most difficult regions for Moscow to deal with. The 

proximity of Russia to north Caucasus which still is a potential area for conflict and 

secessionist movements, like that of Chechenya, rose concerns in Moscow, particularly 

in military circles, about their spill over effects into Russian territory. Besides, the 

conflicts in Caucasus, specially that between Armema and Azerbaijan over Nagomo

Karabakh posed a security challenge to Russia as it opened up the possibility of the 

involvement of outside powers like Iran and Turkey in the conflict in Russia's recent 

sphere of influence. To address its security concerns in the Caucasus, Moscow initiated a 

three-zone military arrangement in the Caucasus, namely 'northern line', 'middle zone' 

and 'southern line' (lbid:ll). In northern line whic~ is the border of Georgia and 

Azerbaijan with Russian Federation, 'Moscow began expanding militaryinstallations in 

the North: Caucasian Military District (NCMD) inside Russian Federation between the 

Black and Caspian Seas. It formed a formidable barrier against the northward migration 

of Caucasian ethnic and political extremism'. The 'southern line or the former border of 

the Soviet Union with Iran and Turkey had the objective of preventing them from 

interference in the Caucasian affairs. Hence, creation of a CIS collective security system 

and joint border guards were considered essential to keep a watch on the outside borders 

of the CIS. However, Moscow had to pressurize Georgia and Azerbaijan which had 
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refused to join the CIS to accede to Russia's demands. Moreover, Russia was to emerge 

as the main, if not the sole guarantor of peace and security in the 'middle zone' 

comprising the territories of Georgia, Armema and Azerbaijan. In such a plan, Russia 

adopted an active policy in conflict resolution and peacekeeping, and tried to exclude 

others, while demanding the international community to coincide a crucial role for Russia 

in near abroad. Furthermore, retaining the military bases and acquiring the new ones in 

the Caucasus became one of the goals of the Russia's policy there in order to service its 

dominant role in the region. Therefore, the initial benign neglect of Russian policy 

makers regarding near abroad, including the Caucasus, and the withdrawal of the 

Russian forces, notably from the conflict-tom region of the Caucasus, were substituted in 

late 1993 with a new policy of keeping reduced military presence in areas important to 

Russia's interests. By 1994, however, a presidential decreee set the goal of attaining 30 

military bases for Russia in near abroad to ensure, broadly speaking, security and 

economic interests of Moscow, as well as Russia's status as a great power in world 

politics (Spencer 1997:15). These developments made Russia's relations with Georgia 

more complicated as nationalism in Georgia also meant anti-Russian. So, from the 

beginning Georgia under Zviad Gamsakhurdia refused to join the CIS and demanded the 

withdrawal of Russian forces from its territory Nonetheless, the nationalist fervor in 

multi-ethnic Georgia was not only directed against Moscow, but it also led to the 

confrontation of Georgian and minorities Idee Abkhaz and Ossetes. Gamsakhurdia's 

policy brought Georgia to complete isolation'. Besides, as a result of elite conflict, 

Gamsakhurdia was overthrown by his opponents. A new government was formed, and 

Edvard Shevardnadze was invited to join it. 

The immediate task before the new government was to establish relations with 

other countries in order to end Georgia's isolation. Georgia under the new government . 

also refu~ed to ·Join the. CIS and favoured bilateral relations with the - CIS member 

countries, notably Russia. Shevardnadze underlined the importance of· relations with ·

Russia, although, the· two countries had no diplomatic relations by June .1992 ( Ibid: 16). -

With the eruption of conflict in South Ossetia which wanted to join North Ossetia in 

Russian territory, and due to the support of this demand from the conservatives in 

Russian parliament and government the relations of Tbilisi and Moscow became 

strained. Nevertheless, Yeltsin and Shevardnadze succeeded bringing about a ceasefire 

through negotiation in June 1992. Accordingly, the Russian forces along with Georgian 
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and South Ossetian units were deployed in the region to monitor the ceasefire. Therefore, 

Russia acted as a mediator between Georgia and South Ossetia as well as guarantor of 

peace in the conflict, a role which Moscow assumed on its own in the near abroad. Soon 

after the ceasefire came into force in South Ossetia, the Abkhaz conflict intensified, and 

this brought Russia and Georgia in direct confrontation with each other. It appeared that 

the outbreak of the conflict was not an 'outcome of external manipulation', rather it was 

the consequence of ambitions of the Georgian elite. But Moscow used the Abkhaz 

conflict to ensure its strategic interests in Georgia. Indeed, it seems that the Russian 

military forces played an essential role in the conflict. 

· The presence of the Russian troops was one of the most important disagreement 

between Tbilisi and Moscow. From the beginning, Georgia demanded the withdrawal of 

Russian forces from its territory, but Moscow was reluctant to give up its bases in 

Georgia, citing the special strategic interests of Russia in Georgia's Black Sea coast 

including Abkhazia. Against this background, the Abkhaz conflict provided Moscow a 

good opportunity to extract concessions from Georgia. However the reaction of the 

Russian parliament and the government under Y eltsin was different. President Y eltsin 

adopted a moderate approach and mediated a ceasefire agreement on the basis of 

Georgia's territorial integrity and restoration of the former status of Abkazia in Georgia 

in September 1992, while the Russian parliament on the other hand, supported 

Abkhazian separatists (Baev 1999: 45). Yet, the policy that was eventually pursued by 

Moscow regarding Georgia was derived from Russia's strategic interests. In fact, there 

are some evidence of involvement of Russia's military forces, if not authorities in 

Moscow, in the conflict in support of Abkhaz separatists. For example, the sophisticated 

arms Idee T -72 tanks and heavy artillery by Abkhazians in the battlefield which neither 

Abkhazians nor the North Caucasian Federation's volunteers possess, suggested that 

military.fo;cesjn.Russia or Caucasus could have supplied them,to Abkh~ fighters. . 

More i~pot1antly, the involvement ofR::ussians in the co~flictwas confirmed, whe~. 
Georgians shot down a Russian Su-27 aircraft. Moscow claimed that the aircraft was 

not on bombing mission, but was only patrolling in the skies, preventing the Georgian 

pilots from inflicting a missile-bomb strike on Russian military facilities in Georgia. 

Pavel Grachev then Russian defence minister initially accused Georgians of bombing 

their O\Yn citizens, but later on he admitted that a Russian attack had taken place in 

revenge for Georgian shelling of area close to Russian position including its military 
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bases in Georgia. It is worth noting that though the extent of Russians, in military or 

otherwise, involvement in the conflict is controversial, nonetheless, there is agreement 

over the fact that Moscow exploited the Georgian forces defeat at the hand of Abkhaz 

militia to achieve its strategic aims (Goltz 1997:97). 

Even Shevardnadze's attempts to draw the Western countries support against 

Russia failed. After the fall of Sukhumi, the capital of Abkhazia to the Abkhaz fighters in 

September 1993, he appealed to the UN Secretary General and to the leaders of the US, 

Italy, Spain, Japan, Canada, Britain, France and other countries but in vain. In fact, the 

West's policy towards Eurasia was Russian centered, and it did not want to jeopardize its 

relations with Moscow over Georgia which was not of vital interests for the West. 

At this juncture, the resurgence of supporters of the ousted president Zviad 

Gamsakhurdia in western Georgia, brought the country on the verge of dismemberment. 

So, it appeared that there was no option other than turning towards Russia, and joining 

the CIS. As Shevardnadze put it: "I sent a telegram there consenting to Georgia's joining 

the CIS something that I had opposed until the very end. I agreed to the Russian 

Defence Minister's proposal to send additional anned forces from that country into 

Abkhazia" (lbid:233). Georgia was essentially brought to its knees. Furthermore, Russia 

did not refrain from utilizing the economic levers at its disposal against defiant Georgia. 

Indeed, Russia resorted to retaliatory measures against Georgia for not joining the CIS. 

This included 'the termination of delivery of goods from Russia' and erecting barriers to 

the Georgian exports (Plyshevskii 1995:59). This compounded with rail and road links 

rupture due to the conflict, brought about catastrophe to the Georgian economy. Little 

wonder, that Georgia on the verge of collapse and disappointed from the west, was forced 

to yield to Moscow's demands including acceding to the CIS and its collective security 

systeiiL Soon after, Russian troops came to the assistance of Ge<)rgian forces in repulsing 

the Zviadlsts insurgencyin Western Georgia and protecting the major rail links. Russia 

also rried.iated a peace talks between Abkhazians and Georgians along with the UN. In 

order to force Georgia in accepting its demand on 'Russian-controlled peace:..keeping 

operation', Moscow was encouraging the Abkhaz to stick to their maximalist position. 

Tbilisi finally agreed on deployment of Russian peacekeeping forces which was 

sanctioned by the UN on the border of Abkhazia with Georgia in May 1994. 
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The Russo-Georgian relations entered a new phase in the aftermath of Abkhaz 

conflict which came to a halt with a Russian mediated ceasefire. Russia extended a 10 bn 

rouble long-term credit to Georgia in January 1994. However, Yeltsin paid a visit to 

Tbilisi in February 1994, and along with Shevardnadze signed a treaty on friendship and 

cooperation. Accordingly, Russia retained three military bases in Georgian territory 

including 'the Black Sea naval base of Poti' (Adomeit 1995:25-26). The importance of 

these military bases for Moscow was to prevent Turkey from 'penetration into Caucasus' 

and keeping the unstable north Caucasus under control. Moreover, Russia was committed 

to assist Georgia in creation of its army and supplying military equipments, and the two 

countries pledged not to enter 'in any alliance or bloc, detrimental to each other'. In 

November 1994, Russia and Georgia also reached a border patrol agreement that fulfilled 

one of Russia's strategic goals in Georgia namely protecting the outer CIS border. No 

doubt, these developments undermined Georgia's sovereignty manifesting the republic's 

weakness in the context of its goe-political location in the vicimty of Russia as a great 

power. Since then, relations between the two countries has developed in different fields, 

and Georgia has come closer to the core states of the CIS, even so much so that 

Shavardnadze even supported the idea of Eurasian Union but later he cooled down 

(Olcott 1995:538). He also 'was the only leader in the CIS who openly supported' 

Kremlin's military intervention in Chechenya. 

However, there are issues which hinder relations of Moscow and Tbilisi. One of 

them is the Abkhazian and South Ossetian conflicts that have remained unresolved. 

Although, Russia has supported the territorial integrity of Georgia, deployment of its 

peace-keeping forces in Abkhazia and South Ossetia has ensured a de facto secession of 

these regions from Georgia. Even, it is suggested that the blockade against Abkhaz 

separatists decided in January 1995 CIS Summit so as to pressurise them for compromise. 
> ., • ' .·' 

, was violated by Russia·· Shevardnadze has also criticized Russia for its 'inaction' 

·· regarding resolution of the Abkhaz and South Ossetian conflicts and restoration of 

Georgia's territorial integrity, and called it a damage 'to the· Russia-Georgian "strategic 

relationship" (Ibid:360). Even, the Georgian parliament once threatened it would ask 

President Shevardnadze to see that the Russian peace-keeping forces were withdrawn 

when their mandate expires on 31st July 1997, in case there is no progress in the process 

of conflict resolution by that date. But, later on the Georgian defence minister asserted 

that his country would not 'demand the withdrawal of Russian peace-keeping forces'. It 
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was alleged that Georgia failed to cultivate 'the support of western countries to replace 

the Russian peace-keeping forces with their troops'. Secondly, following the agreement 

signed in October 1995, regarding the pipeline routes for exporting the Azeri oil 

through Baku-Novo rossisk crossing northward through Russian territory and through 

Baku-Suspa passing through Georgia territory, Moscow was alarmed at the decision, that 

the Georgia-routed pipeline would undermine Russia's control of exporting oil from 

Caspian Sea to the world market. It was alleged that, Russians were behind an attempt 

on Shevardnadz's life aimed at subverting the Georgian option (Baev 1999:212). 

Furthermore, it was reported that Moscow had demanded Thilisi to 'allow Russia to 

establish control over oil pipeline which may run across Georgia from Caspian Sea to 

Turkey', as a price for restoration of Georgia's territorial integrity. But, in Georgia's 

views the transportation of oil through its territory was a means to boost its economic 

situation, as well as preserve its territorial integrity. 

In fact, to aviod the Iranian and Russian domination over the Caspian oil 

transportation, the west, notably USA has favoured the Georgian route (Cheterian 

1997:76). Hence Georgia and Azerbaijan, also with Turkey, have formed an axis to 

cooperate on exporting not only Azeri oil but also Central Asia's through Georgia and 

Turkey. That would undermine Russia's interests in the region. Kazakhstan has also 

supported the Azerbaijan-Georgian corridor for exporting its oil in order to avoid 

Russia's domination. Besides, the cooperation among Ukraine, Georgia and Azerbaijan, 

particularly in energy field, would weaken Russia's position in oil politics. Kiev which is 

heavily dependent on delivery of oil from Russia has been on a lookout for an alternative 

with the help of Thilisi and Baku. These developments have raised concerns in 

Moscow, which has strategic interests in controlling the oil exports from the Caspian sea. 

It is worthwhile that the volume of trade between Russia and Georgia decreased and 

Turkey became the main trade partner of Georgia in 1995. 

It seeins, however, that a semblance of stability in Russo-Georgian relations 

which emerged since the late of 1993, has persisted till now. Yet the Georgia's 

accommodation with Russia was out of geopolitical compulsions and an expediency, 

therefore, Georgia searches for an opportunity to balance its relations with Moscow. The 

growing interests of the western countries in energy resources of the region has raised 

Georgia's hope to bolster its sovereignty vis-a-vis Moscow. But, it is doubtful that there 

would be a drastic change in the status quo of the Caucasus in near future and Russia 
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continue to be the dominant power in the region. However, Armenia, a land locked 

country and poor in resources is the smallest republic among the Caucasian states. The 

republic's conflict with Azerbaijan over Nagorno-Karabakh and its complicated 

relations with its neighbour Turkey, as well as economic hardship due to the rupture of 

economic ties with the CIS members, notably Russia, has formed Erevan's foreign and 

security policy orientation (Rumer 1996:40). On other hand, Russia has strategic 

interests in defending the external borders of the former Soviet Union to ensure the 

security of Russia itself and the near abroad as its sphere of influence against outside 

powers. Moscow also sought to set up multilateral or bilateral security pact with near 

abroad countries to prevent them from leaving the Russia's sphere of influence while 

protecting them against external and internal threat. As mentioned earlier, one of the 

Moscow's aim in the Caucasus was to protect the Caucasian borders against Iran and 

Turkey, Russia's rivals in the region (Hussain 1999:381 ). Armenia's location in the 

Caucasus having a common border with both Turkey and Iran remained a top priority 

country, hence a common security arrangement with Erevan was important to Russia. 

However, the convergence of national interests of both Moscow and Erevan 

ushered in strategic relations between the two. In fact, Armenia's geopolitical location 

has played a determinant role in Erevan's external behaviour towards Russia. The old 

enmity between Armenians and Turks on the one hand and Azeris, on the other, and the 

memory of the genocide by Turks, left little options for Erevan except to seek Moscow's 

protection. No wonder, Armenia was 'the first republic to join' the CIS and one of the 

founding members of the CIS collective security treaty, which bounded the security of the 

signatory states including Armenia to that of Russia (Rutland 1994:856). Therefore, 

Armenia became one of the core states of the CIS in promoting ties . with Moscow 

particularly in security field. Armenia also signed a mutual defence pact with Russia in 

May 1992, and. they agreed t~ set up a joint military force consisting of Armenians and 
·. . ·. ' . .· . 

Russians for patrolling the Armenian border with Iran and Turkey likewise is the border 

with Azerbaijan which had refused .Russian forces guarding its borders with. Iran and 

Turkey. 

Moreover, Erevan provided Moscow with two military bases, and their status 

were finalised in the agreement signed in February 1995 (Brzizinsky 1997:552). 

Moreover, the economic relations of Russia and Armenia has been promoted as Russia 

became the main trade partner of Armenia. The volume of trade between the two 
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countries amounted to $223 million in 1995. Against this background, it appeared that 

there is continuity in Russia's policy towards Armenia. Once again, the Rosso-Armenian 

relation has revived the historical role of Russia as a protectorate of Armenia against its 

neighbours, particularly the Turks. The close ties between Moscow and Erevan 

influenced the course ·of Nagomo-Karabakh conflict in favour of Armenia and against 

Baku's anti-Russian government. Therefore, it seems that Moscow uses Armema as its 

regional proxy in the Caucasus (Allison 1993:65). No doubt, that Moscow used the 

conflict between Armenia and Azerbaijan to promote its influence in the region. The 

Russian involvement in the conflict in terms of supplying arms and equipments to 

Armenians contributed to the Azerbaijan's defeat which led to the fall of Elchibey 

nationalist government, and paved the way for Russia to mediate a ceasefire between the 

two Caucasian states. However, the ceasefire had frozen the conflict and no peaceful 

resolution had emerged so far. Indeed, the Russia's policy towards Azerbaijan was a 

partial success; though Azerbaijan joined the CIS and its collective security system, it 

has objected to the Russian forces deployment as the CIS border guards and peace

keepers in its territory. Besides, Baku with the encouragement of the west has formed a 

triangular axis with Tbilisi and Ankara not to allow Russia to dominate the oil resources 

and pipelines. 

However, Russia is determined to maintain the Caucasus as its sphere of 

influence, and therefore, has established a strategic relations with Erevan 'including the 

operation of two Russian military bases in Armenia, the frequent conduct of joint 

exercises and growing cooperation in military industties'. More importantly, apart from 

the CIS collective security treaty, Moscow and Erevan signed a treaty of friendship, 

cooperation and mutual assistance in August 1997, in which Russia pledged to support 

Armenia against military attack by a third party (Croissant 1998:134). There has been 

also sizable amount ofmilitary equipments from Russia to Armenia. In fact; during 1993 

Anhenia has received $1 billion of Russian arins including 32 'Russian made Scud-B· · 

ballistic missiles' free of charge (Craft 1998: 187). The Russian military support to 

Armenia has contributed to Armenia's uncompromising position regarding Nagomo

Karabakh conflict. Accordingly, Rl;Jssia in pursuing its strategic goals in the region, 

'keeps sending signals to Armenia and Nagomo-Karabakh that Russia's military presence 

is in itself a guarantee that in the event of a new northward offensive from Nagomo

Karabakh (in order to regain the Shaumyanovsk region and interdict the projected 
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Azerbaijan-Georgia pipeline), neither the UN nor the OSCE, nor even Turkey would be 

able to punish Armenia'. Therefore, the conflict between Annema and Azerbaijan and the 

threat of Turkey against Armenia have served Russian interests to make Erevan 

dependent on Moscow for its security and Armenia reciprocated by acting as a proxy, 

promoting Russia's interests in the Caucasus. 

In Azerbaijan after the collapse of the Soviet Union, Ayaz Mutalibov a member 

of the old communist elite remained in power. Despite anti-Russian sentiments in the 

wake of Soviet suppression of pro-independence movement in Baku, he had no hesitation 

in joining the CIS and in consenting the Russian forces to stay in the republic. But, 

Mutalibov's tenure was short, and he was overthrown by pro-Turkish Azerbaijan People 

Front (APF). With the rise of Abolfazl Elchibey the leader of APF to power and adoption 

of anti-Russian and pro-Turkish foreign policy, Baku withdrew from the CIS and 

demanded the withdrawal of Russian forces from Azerbaijan's territory. Relying on its 

vast oil resources, Azerbaijan under Elchibey was hoping to obtain full sovereignty. With 

this aim, Baku even bypassed Moscow and signed an agreement with the western oil 

companies to extract oil which was to be exported through a pipeline passing through 

Iran and Turkey (Hunter 2001:447). 

Furthermore, the possibility of escalation of the Nagorno-Karabakh conflict and 

intervention of the outside powers in it as well as growing Baku-Ankara close ties with 

their military cooperation, all these, raised anxiety in Moscow. The nationalist 

government in Baku thus posed a challenge to Russia and it was poised to undermine its 

strategic interests in Azerbaijan as a part of the Caucasus. To bring defiant Azerbaijan to 

the fold, Russia resorted to every means to destablise the government in Baku. When 

Azerbaijan's parliament did not ratify its joining the CIS, Russia promptly retaliated. It 

erected· barriers against Azersbaijan's products; import duties on industrial products from 

Azerbaijan :rose more than half, while many contracts between . Russia and Azen 

enterprises were withdrawn (Sovietoc~o:wski 1994: 130). 

Besides, Baku suffered a military setback in the battlefield, which was 

considered as a result of the hidden Russian hand. In fact, the Nagorno-Karabakh 

provided Russia a good hunting ground for destablising the nationalist government of 

Elchibey. Although, Baku under the new government regained some parts of the lost 

territory in Nagorno-Karabakh in late 1992, a series of defeats started in 1993. The 
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humiliating defeats at the hands of Armenians brought 8,50,000 refugees in Azerbaijan, 

and this combined with economic crisis led to the increasing of opposition to the 

Elchibey government. The final shot, however, was triggered by Surat Hosseinov, a 

military commander who was removed from his post by Elchibey, and he along with his 

forces stayed in Ganja a city in Azerbaijan. When the Russian forces stationed in Ganja 

left the republic following an agreement; they left behind a large quantities of heavy 

weapons which fell in the hand of Hosseinov's forces. Henceforth, Hosseinov's brigade 

emerged as the most powerful force in Azerbaijan; he demanded Elechibey resignation 

and marched towards Baku. Consequently, Elchibey fled from Baku, and Aliev was 

appointed by parliament as acting president with Surat Hosseinov as his prime minister 

(Golts 1999:98). Although, there is no hard evidence of Russia's involvement in the coup 

against Elchibey, on the basis of above mentioned indirect arming of Hosseinov, on the 

one hand, and the timing of the coup, on the other, suggested Russia's involvement. 

Indeed, in July 1993, Elchibey was to sign an oil contract with western companies in 

London without participation of Russia. Even, Russia had been excluded as transit route 

to export Azeri oil. But the coup removed the nationalist government of Elchibey and 

the ascension of Aliev brought a new orientation to Azerbaijan's foreign policy. 

However, it fell short of Russia's expectations. 

In September 1993, Aliev negotiated with Y eltsin in Moscow, to improve 

relations between the two countries and in the same month Azerbaijan was admitted to 

the CIS. It also joined the CIS collective security pact. In addition, Baku allowed 'Russia 

to use a radar station' as a military base in its territory (Aves 1995:229). Nevertheless, the 

new government under Aliev has opposed Russia's demand on the deployment of it's 

forces at Azerbaijan's border with Iran and Turkey, viewing it 'as compromising 

sovereignty and hindering ties with Iran and Turkey'. Therefore, Russia's security policy 
... · . . . ' . '. ~.. . : . ·. . . . { . ·, . . . .. . . .~:~ ' 

inthe.: Caucasus as part of, the near abroad, in term~ of protecting the CIS outside · bqrder 

thus failed in Azerbaijan .. 

So far as the Nagomo-:Karabakh conflict is concerned, Baku agreed to a cease-fire 

mediated by Russia, yet it had resisted to the deployment of Russian peace-keepers in the 

region. As a result, Russia's peace plan involving the presence of Russian peacekeepers 

did not find approval in Baku". Instead, Baku pressed for more involvement of the 

Organization for Security and Cooperation in Europe (OSCE) in the peace process. 
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One of Moscow's aims was to emerge as the dominant player in the conflict 

resolution in the Caucasus as elsewhere in the former territory of the Soviet Union, to 

preserve its sphere of influence. And when the OSCE was pushing for a greater role in 

the conflict resolution, Moscow reacted and tacitly accused the west in using the OSCE as 

cover to promote its interests in the region (Ibid: 118) Later on, however, Russia 

grudgingly accepted the OSCE leading role in the peace process and being a part of 

OSCE international peace-keeping force. In spite of that, there has not been any 

headway in the peaceful resolution of the conflict between Armema and Azerbaijan until 

now in 1997. It seems that Russia, in the words of Pavel Baev, "is not interested in a 

peaceful solutions for Nagorno-Karabakh-peace will inevitably devalue Russia's military 

assets and leave it with few political levers" (Baev 1999:27). This can be understood 

better, when it is seen in the context of oil deals and oil pipelines in the region. Indeed, 

the oil, and consequently, the legal status of the Caspian Sea became a focal point in 

Russia's policy towards the Transcaucasus. When Aliev signed an $ 8 billion oil deal 

with a consortium of western companies in September 1994, Moscow questioned the 

legality of the deal. To appease Russia, Baku gave the Russian oil company Lukoil a 10 

percent share from its own share, in spite of this Russia refused to recognize the deal 

(Croissant 1998:113). Andrey Kozyrev, then Russian foreign mimster, asserted that the 

Caspian Sea and its resources should be used jointly by all the countries bordering it. In 

fact, Moscow considered the Caspian Sea as an enclosed water, and therefore according 

to international law, its resources belonging to all littoral states. 

Moreover, environmental issues have also played a role in Russia's objection to 

the Azeri oil deal, as it has argued that the oil companies were solely concerned with 

profit rather than protection of the Caspian sea environment. It is interesting to note that 

inspite of Russian foreign ministry opposition to the deal, 'a representative of the 

Russian Energy Mi~i~try participated in the signing ceremony' .in Baku (Ibid:13S). In 

November 1995, Llikoil acq11ired another 32.5% share in the development ,of Azeri 
. . . 

. Karabakh oil field demonstrating perhaps a lackof consensus in the Russian government 

regarding its Caspian policy (Forsythe 1999:29). 

However, within few days a rebellion by special police forces occurred in Baku. It 

was alleged that it was a Russian plot against Aliev's government to undermine the oil 

deal. The rebellion was suppressed by the forces loyal to Heidar Aliev and he 

consolidated his position by removing his opponents including Surat Hosseinov the prime 
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minister, who fled to Russia. These events strained the relations between Russia and 

Azerbaijan (Douglas, 1998:149). The Chechen war which began in December 1994, just a 

few months after signing the oil deal, exacerbated the situation. After the breakout of the 

war, Russia closed its borders with Azerbaijan on several occasions, allegedly to block 

the supply routes of the Chechen fighters. But it is more ideally that Moscow 'intended to 

target Azeri business interests'. Even, Russian military sources claimed that Chechen 

separatists were trained in Azerbaijan (Cheterian 1997:52). 

The Chechen war was a fiasco for Moscow as it exhibited the weakness of the 

Russia military forces. The humiliating defeat of the Russian military in Chechnia 

emboldened Baku in its resistance against Moscow's pressure to extract concessions. It 

should be noted that there was wide speculation that the real motive behind the 

Chechen war, was Moscow's intention to control the Baku-Novorossisk pipeline which 

passes through Chechenya. During the war, the Russians and Chechens both had common 

interests in the safety of the pipeline and did not attack it (Atkin 2000: 159). However, 

after the end of the war, Russia signed an agreement with Azerbaijan and the 

'international consortium for developing Azerbaijan's offshore oil fields' on exporting the 

Azeri oil from Novorossisk, a Russian port in the Black Sea. 

Subsequently, a tripartite agreement on exporting the Azeri oil through the 

Baku-Novorossisk was signed by Russia, Azerbaijan and Chechenya, and finally the 

Azeri oil began to flow to western markets through Russia in November 1997, However, 

the west was determined not to allow Moscow to control the oil flow, by constructing 

another pipeline through Georgia and Turkey. Furthermore, Ankara had put limitations 

on the passage of ships carrying oil through the Bosphorus, ostensibly to prevent 

ecological disaster. This has undermined Russia's interests in increasing the volume of oil 

exported through. ~aku Novorossisk. To avoid, Turkish straits of Bosphorus and 

Dardanelles, R~ssia along with Bulgaria and . Greece put· forward another option, the 

const111ction of a pipeline from · Bulgarian port of Burgas to· the .Greek port of 

Alexandropolis in Mediterranean Sea (Watson 1999:290). However, in these groupings, 

Iran due to US opposition and Armenia in the wake of conflict with Azerbaijan, both are 

marginalized, Russia and Turkey thus have remained as the main competitors, though it 

should be obvious that the West would not permit Moscow to control the oil flow.All in 

all, there can be no getting away from the fact Russia would continue to cast its shadows, 

as in the past, over the Caucasus. 
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The Organization of the Collective Security Treaty 

Armenian-Russian Military Cooperation 

The CIS Collective Security Treaty, signed in 1992 by Armenia, Russia and the four 

Central Asian states of Kazakhstan, Kyrgyzstan, Tajikistan, and Uzbekistan, was the first 

step in maintaining Russia's armed presence in the Transcaucasus. Initially, Russian 

political and military leadership thought that the CIS would develop towards an 

organization similar to the USSR, with a unified Commonwealth Armed Forces (Haas 

2000:133). However, in early 1992 the illusions of CIS forces rapidly evaporated, after a 

significant number of states resisted the idea and pressed ahead with the creation of their 

own armed forces. Moreover, a few countries that signed the CIS Agreement of 

Supplying the Armed Forces had major differences on fundamental issues of central 

financing and logistics. Recognizing the realities of disagreements, the Russian military 

delegation proposed the Collective Security Treaty during the Tashkent summit in May 

1992, hoping at the same time to encourage Y eltsin to create . a Russian Ministry of 

Defense, a move that Yeltsin had earlier resisted (Odom 2001:375). The Tashkent 

summit and, subsequently, the creation of the Russian Ministry of Defense (with the 

latter's refusal to contribute resources to the Commonwealth forces) became major 

factors that permanently handicapped efforts to reincarnate the Soviet Military as the CIS 

Armed Forces. 

The CST became an important regional security entity in 1993, after the 

accession of Azerbaijan and Georgia, which brought all the Southern Caucasian countries 

into Russia's security orbit. It is important to note that the Treaty provided mutual 

security guarantees to its signatories, but it did not address problems within the 

memberstates, so. the conflicts over Nagorno-:Karabakh, South-Ossetia_ and Abkhazia 

remained unresolved. Importantly, Baku refused to allow Russian troops in Azerbaijan, 

•· thus· turning the 1993 withdrawal of the Soviet forces a pemianent reality. Moreover; 

during the second lialfof the 1990s, Azerbaijan and Tbilisi increasingly joined efforts in 

courting NATO, Turkey and the U.S. as guarantors of their security (Cornell 2001:365). 

During the same period, Armenian-Russian military ties continued to develop and 

strengthen. Their bilateral relations matured to a point that eleven protocols on military 

cooperation were signed in a single year 1996. These protocols covered a wide range of 

issues, from joint military exercises to air defense cooperation to military training and 
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research. In April 1997, the Armenian Parliament and the Russian Duma ratified a 25 

years agreement on stationing Russian military bases in Armenia (Masih and Krikorian, 

2003:1 07). The ratification of the treaty, which had been signed by Presidents Boris 

Yeltsin and Levon Ter-Petrosian in 1995, was delayed by the Duma until the settlement 

of the Karabakh conflict, in order to avoid the risk of Russian military involvement in the 

conflict. However, the increasingly anti-Russian stance in Azerbaijan and Georgia 

highlighted Armenia's role as Russia's only reliable ally in the region, resulting in 

overwhelming Duma support for the treaty. In his report to the Duma, Russia's deputy 

foreign minister Boris Pastukhov characterized the mission of Russian troops in Armenia 

as ensuring, jointly with Armenian forces, the security of Armenia. He praised the 

agreement as "protecting Russian strategic interests in the Transcaucasus . . . where 

external forces are doing their utmost to prevent Russia's close cooperation with the 

region's countries" (Cornell 2001 :364). 

Comparing Armenia to Georgia, Pastukhov slammed official Tbilisi, saying that 

extremist forces oppose the Russian military presence there. In August 1997, Armenia 

and Russia signed a bilateral Treaty of Friendship Cooperation and Mutual Assistance," 

which formalized their already mature military ties. Under the terms of the Treaty, the 

signatories pledged to consult each other and provide mutual military support if "either 

side is attacked or considers itself threatened by a third party" (Allison 2002:446). The 

sides also pledged to jointly protect Armenia's borders with non- CIS countries, 

proceeding from Russia's and Armenia's security interests and CIS collective security 

interests. The Treaty was signed for a 25-year period, with automatic ten-year extensions, 

unless denounced by either side with one year's notice. The importance of the Treaty for 

Russia can hardly be exaggerated. It enabled Russia to maintain its forces and forward

positioned military hardware in the Transcaucasus in a friendly environment. 

Armenia's location in the Transcaucasus has high geopolitical value for Russia, 

since itis ~een as the only wedge between Turkey and Azerbaijan and the rest of the 

Turkic world. The Treaty was also intended to strengthen the Collective Security Treaty 

and to provide a basis for similar bilateral agreements with specific CST members. 

Importantly, in 1999, Azerbaijan and Georgia refused to extend their participation in the 

CST. As a result, Armenia was left as Russia's only ally in the south and the only CST 

member in the region, thereby reinforcing Moscow's dependence on Armenia (Kozhevin 

2005:123). In 2002, the CST was reorganized into a political-military Organization of the 
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Collective Security Treaty (CSTO) in order to bring its activities and procedures to a 

higher level and to address "new threats and challenges: international terrorism, illegal 

narcotics and transnational crime" (Russia/CIS: survey 2003:1 ). The signatories of the 

CSTO agreed to create a joint command structure headquartered in Moscow, a Joint Staff 

operation in Kyrgyzstan, and to upgrade the rapid reaction force established in 2001 for 

the Central Asian security region. The member-states also agreed to set up a common air 

defense system, to improve communications, intelligence gathering and sharing. 

Moreover, the signatories decided to achieve greater coordination of security, defense and 

foreign policies on regional and international developments. Russia pledged to provide 

military education to cadets and junior officers from the CSTO states at reduced prices 

and agreed to supply military equipment developed by Russian manufacturers to other 

CSTO members at Russia's domestic rates. It has been suggested that standardized 

military training based on the Russian model and "accelerated militarization" of Central 

Asian and Caucasian regions provide additional opportunities for Russia to enhance its 

influence and limit Western involvement there. Additionally, it is thought that in the 

future, customers of Russian military equipment are likely to depend on Russia for spare 

parts, weapons and ammunition (Trenin 2002:98). 

As far as the Caucasus security district is concerned, the military component 

appears to be the cornerstone of the Organization. As a member of the CSTO, Armenia 

buys Russian military equipment at Russia's domestic prices. Armenia actively 

participates in CSTO command and control training and annual air defense exercises. 

Joint air defense is one of the most important elements of cooperation within the CSTO. 

Russian forces in Armenia provide air defense with an aviation group of MiG-29 

jetfighters and advanced S300 air defense batteries (Hakobyan 2004:225) There are 

about 4,000 Russian troops in Armenia, more than half of whom are locally recruited 

Armenian citizens. Along with the military education that Armenian officers receive in 

Russia, local recruitment is an important source of training on modem Russian weaponry. 
- -

it is important to note that the creation of the CSTO is consistent with Putin' s strategy of 

reintegrating Russia within the CIS. The Organization has an ambitious agenda and is 

determined to play a significant role in Eurasian security (Khode 2003:142). 
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Russia's Military Presence in Georgia and Azerbaijan 

Russia has a mixed record of success in its military ties with two other 

Transcaucasian countries. Russian relation is improving with Azerbaijan, and have 

generally deteriorated with Georgia. Azerbaijan consented to a ten-year lease that allows 

Russia to maintain a huge Soviet-era radar installation at Gabala and to station up to 

1 ,500 Russian troops there. Gab ala is believed to be a vital military establishment for 

Russia. The radar station is a $10 billion investment and is "capable of monitoring air 

traffic over Turkey, Iran, China, India, Iraq, Pakistan and much of northern Africa" (Goltz 

1998:129). Although Azerbaijan aspires to NATO membership, it has been careful not to 

provoke Russian fears and has denounced any plans for stationing of NATO troops in 

Azerbaijan. Russia also maintains military bases in Georgia and peacekeepers in 

Georgia's breakaway regions of South Ossetia and Abkhazia. 

Importantly, Georgia has come to view the Russian armed presence as a 

bridgehead for Moscow's neo-imperial policy. In 1999, the agreement on Russia's 

protection of the Turkish-Georgian border expired and Tbilisi refused to extend it, thus 

ending the presence of Russian border guards in Georgia (Cornell 2001 :353). The same 

year, at the Organization for Security and Co-operation in Europe (OSCE) summit in 

Istanbul, Russia agreed to reduce its armed presence in Georgia in compliance with the 

adapted Treaty on Conventional Armed Forces in Europe. The agreement required Russia 

to close its two military bases in V aziani and Gadauta and to reach an agreement on the 

status of two other bases in Baturni and Akhalkalaki during 2000. Russia partially 

fulfilled its obligations and after dismantling of the first two bases delayed the 

implementation of the agreement. Russian troops in Baturni and Akhalkalaki became a 

major source of friction in Russian-Georgian bilateral relations. It is important to note that 

ethnic. Russians constitute a very . small percentage of the population of the South 

Caucasus, excluding Georgia's regions of Abkhazia and South Ossetia. Therefore, the 

. issue of Russian· minorities is not given much weight in Russia's bilateral relations with 

Southern Caucasian countries (Stepanian 2006:339). 

Terrorism in the Transcaucasia: Challenges before Russia 

In 2001 Russian-Georgian relations reached another high tension mark. The 

tensions were focused on Georgia's Pankisi Gorge, which had become a lawless criminal 

area where Islamic radicals and Chechen militants linked to Al Qaeda found shelter. 
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With its own large Muslim populations concentrated mainly in the North Caucasus, 

Russia feared that Islamic fundamentalism might spread and destabilize Russia itself 

(Nichol 2004:191). Moscow was also concerned with drug trafficking and illegal 

immigration, as well as weapons transfer across the Georgian border to Chechen fighters 

in the North Caucasus. 

The crisis over terrorists infiltrating Russia from Pankisi was extensively covered 

in Russia and Georgia, with each side exchanging charges and counter charges. Georgia 

long denied the presence of Chechen fighters and terrorists on its soil. In 2001, however, 

the Georgian Ministry of Internal Affairs facilitated the movement of several hundred 

Chechen fighters from Pankisi to the Kodori Gorge in Abkhazia, where they became 

involved in fighting with Abkhazian secessionists (Darchiashvili 2003: 117). The scandal 

spurred western criticism and cost the Minister of Internal Affairs his job, but even then 

Shevardnadze described the Chechen commander, Ruslan Gelayev, as a normal thinking 

and educated man who favors Georgia. Russia officially accused Georgia of harboring 

Chechen terrorists who used Georgia as a staging area for attacks on Chechnya. Putin 

noted that Russia might be compelled to pursue Chechen terrorists into Georgian territory 

(Ibid:215). 

In1995 Russia officially accused Azerbaijan of harboring Chechen rebels and 

Islamic charities that funded paramilitary camps for the militants. The same year, 

Moscow closed its border with Azerbaijan, an action which had little effect on the issue. 

Russian pressure on Azerbaijan increased in 1999. This time, however, it resulted in 

Russian-Azerbaijani rapprochement on the issue of Chechen terrorists. It has been 

suggested that Heidar Aliev's concern over the succession of power in his own family 

was the driving force behind this demonstration of loyalty. Azerbaijan took some 

practical measures to identify and neutralize Islamic radicals and Chechen terrorists. It 

closed the Chechen cultural center in Baku, which ~as considered a front for Chechen 

separatists. Russia announced that Baku was ta~ing effiCient measures ''aimed at 

preventing the proliferation of international terrorism in the Transcailcasus" (Lynch 

2006:118). 
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Russia's Economic Interests in Transcaucasia 

Trade Relations 

After the decade of Soviet disintegration Russia's economic importance for the 

three Transcaucasian countries (in terms of volume of trade turnover) has declined, as 

these countries' economies have gradually adjusted to the dissolution of the 

interdependent links of the Soviet integrated economy. The regional blockades, imposed 

in connection with the Chechen and Abkhazian conflicts, the weakness of the Russian 

economy during much of the 1990s, as well as the entrance of foreign players and 

investors into the regional economy, all contributed to the relative decline in Russia's 

trade importance for the regional countries (Herzig 2002:103). 

The three Transcaucasian countries were highly dependent on trade links with 

Russia and suffered an unprecedented crisis in the immediate aftermath of the collapse of 

the Soviet Union. Their economies started to recover slowly and national currencies 

began to stabilize in 1995-1996. All three countries demonstrated an increasing 

propensity to trade and all have managed to redirect their exports and imports from the 

CIS to third-country, mostly European, markets. For instance, from 1991 to 2001 the 

share of exports to the CIS countries in total exports of Armenia, Azerbaijan and Georgia 

decreased, respectively, from ninety eight percent to twenty six percent, from ninety five 

percent to ten percent and from ninety four percent to fourty five percent A similar trend 

was observed with regard to their share of imports from CIS countries (Igor 2004:164). It 

is important to note that the Southern Caucasian countries generally agreed that the CIS 

was unable to provide serious economic benefits for them. The Agreement on the Free 

Trade Area was never implemented and none of the Southern Caucasian countries was a 

member of the Russian-dominated EEC and none showed an intention to join it. Analysts 

believe that joining such free trade regimes may result in increasing trade deficits 

between new members and. Russia. 

Although Russia's overall economic performance in terms of trade turnover is 

relatively moderate when seen in international context, Russia still remains an important 

trading partner for each of the three Southern Caucasian states because of its economic 

weight and Soviet-era structural dependencies (Perovic 2004: 189). 
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Energy Relations 

The structure of energy relations between Russia and the Transcaucasian 

countries is highly asymmetric, which makes most of them dependent on Russia for their 

security, economic development and internal stability. From the neoliberal perspective the 

major source of power in the modem world derives from asymmetrical interdependence, 

which can be manipulated to exert political influence over resource insufficient countries 

that cannot respond adequately to the effects of external changes (such as the increased 

price of vital resources, cuts in resource deliveries, etc) (Sushko 2004:120). Analysts 

believe that such dependent relationships may endanger the formal independence and 

autonomy of small states with regards to their ability to make decisions. As noted above, 

exploiting this type of dependence is the cornerstone of Russia's "Operation CIS." With 

this strategy, Russia aims to achieve control over key strategic areas that are important for 

acquiring a de facto hegemonic position in the CIS. It is thought that exploitation of 

vulnerabilities in key energy sectors (electricity, gas and oil) can provide Moscow with 

leverage over both the internal political developments and the foreign policies of the CIS 

countries. If the regional countries remain dependent on Russia's energy resources and on 

pipeline energy network systems, then they will remain an organic part of Moscow's 

sphere of influence (Ibid: 225). The creation of a common CIS market for key energy 

sectors will inevitably strengthen Russia's position in the CIS by keeping foreign 

competitors out. 

Under Putin's leadership, Moscow has tightened its control over corporate energy 

interests and has encouraged their international expansion, bringing their agenda in line 

with the economized foreign policy of the Russian state. Therefore, when it comes to 

energy issues in the Transcaucasus, the Russian state and the Russian energy monopolists 

appear almost as unitary entities with overlapping interests that serve the larger 

geoeconomic and geopolitical goals of the state. Each key energy sector in Russia has its 

leading company, which acts as a vanguard of Russia's economic expansion, conquering 
. .. 

what mightbecome Russia's liberal empire. The drivingforce of expansion within the 

electricity sector is the Russian electricity monopolist RAO Unified Energy Systems 

(UES), which is 52.5 percent state-owned. Within the gas sector the force of expansion is 

Russia's gas monopolist Gazprom, whose major shareholder is the Russian government 

with 38.7 percent (Perovic 2004:223). Gazprom is also a major player in the oil sector, 

which is represented by several other companies, including Russia's LUKoil and Yukos 
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companies. These three companies have formed a consortium that is jointly developing 

oil reserves in the Russian part of the Caspian. Importantly, the management of oil 

pipelines is done through another state-controlled company, Transneft, whose pipelines 

serve as the main export route for Caspian oil. Until the construction of Baku-Tbilisi

Ceyhan (BTC) pipeline that bypasses Russia, the main export route for the Azerbaijani oil 

was the Baku-Novorossiysk pipeline, which went through Russia. The amount of oil 

exported through that pipeline accounted for only one percent of Russia's overall oil 

exports but maintaining its monopoly over energy flow gave Moscow a dominant 

bargaining position over Baku and a potential lever for political influence. 

Russian oil giant LUKoil initially acquired a small share in a major Caspian oil 

consortium, the Azerbaijan International Operating Company (AIOC). Later it pulled out 

of Azerbaijan, causing a lot of speculation. According to some analysts, LUKoil 's 

withdrawal was "related to the company's broader strategic retrenchment and debt 

consolidation," rather than traditional geopolitics. It has been reported that LUKoil has 

failed to find "commercially viable hydrocarbon reserves" at the Y alama block in 

Azerbaijan, where it remained invested after the pullout from AIOC (Blum 2005:286). 

Interestingly, LUKoil still remains an investor in the Shah Deniz offshore gas field in 

Azerbaijan, which is scheduled to deliver six to seven billion cubic meters of gas to 

Turkey through the Baku-Tbilisi-Erzurum (BTE) pipeline, currently under construction. 

Russia tries to play a major role in Caspian oil production and transportation for 

apparent economic and political reasons. Initially, the Russian leadership insisted that the 

legal status of the Caspian sea had to be determined before its energy resources could be 

used. This obstructionist strategy, however, did not prevent but rather encouraged the 

Caspian states to seek foreign support to push their oil production and transportation . 

through third country routes bypassing Russia.( Nichol2005:10)~ 

Under Putin's leadership·, Russia's Caspian energy policy has become mor~, 
consistent and pragmatic: Putin aimed at achieving better coordination of Moscow's oil 

diplomacy, which from the mid 1990s was trapped between the state policy crafted in 

terms of East-West geopolitical competition and major corporate interests. Moscow took 

practical steps to dissipate the controversy with Azerbaijan over the division of Caspian 

energy reserves, and eventually consented to the construction of the BTC pipeline 

(Roberts 2003:100). Later on, Azerbaijan, Kazakhstan and Russia concluded a trilateral 
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maritime border agreement based on a modified median line. It has been suggested that 

this change in Moscow's policy was motivated by Russia's desire to participate in the 

development of the huge Kashagan oilfield in Kazakhstan's sector of the Caspian, as well 

as the "need to establish property rights on the newly discovered oilfield" in Russia's part 

of the Sea ( Baev 1999:298). 

The relative inactivity of the oil sector in the Transcaucasus is offset by the 

expansionist policies of RAO UES and Gazprom. The Southern Caucasian states face a 

"serious dilemma": they were forced to privatize state-owned energy facilities in order to 

achieve decent maintenance and effective governance. Due to uncertainty, western 

companies are reluctant to invest in these enterprises. In contrast, Russian energy 

monopolists associated with the government are capitalizing on high prices of energy and 

using their revenues to invest in key strategic sectors. 

In 2001, UES acquired seventy five percent of the shares in the electricity 

distribution company Telasi from an American investor AES, which had suffered 

financial losses (Tsereteli 2005:291) . This gave Russia control over Georgia's main 

power plants and Tbilisi's power grid. Some analysts saw this move a~ a surrender of 

Georgia's energy system to UES. The UES has expressed its desire to buy five 

hydropower stations in western Georgia and the largest hydropower plant on the 

administrative border with the breakaway region Abkhazia. Although Georgia has 

significant electricity generation resources, because of poor distribution networks, huge 

amounts of electricity are lost in transmission. Georgia relies on supplementary imports 

from Armenia and Russia, but can also receive supplies from Azerbaijan and Turkey. 

UES also holds a major share in the Armenian electricity sector. In 2001, Armenia signed 

a ten year plan of economic cooperation with Russia intended to achieve greater 
~~· 

'~integration of the two economies and to attract Russian investment into Armenian 

economy, thus boosting-its industrial growth(Danielyan 2002: n 6). 

As an appendix to the economic cooperation plan, Armenia suggested a debt-for

equities scheme intended to clear Yerevan's $100 million debt to Moscow. Later, the 

debt-for-equity deal was signed and the UES acquired four units of the Hrazdan power 

plant, which accounted for 20 percent of Armenia's annual electricity production 

(Markarian 2005:21). Four other largely moribund enterprises of the military-industrial 

complex were also handed to Russia as a part of that swap agreement. President 
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Kocharian denied media speculation that the deal was part of the Kremlin's drive to make 

Yerevan more dependent on Russia. He stated, "this proposal was made by ourselves. 

Nobody is trying to foist anything upon us" (Danielyan 2002: 136). Analysts agreed that 

the swap relieved Yerevan of a significant and growing part of its foreign debt service 

and left Russia in the position of strategic investor, but they also noted that the agreement 

gave Russia significant long tenn political benefits. 

Even before the swap deal, the Armenian energy sector was dependent on Russian 

nuclear fuel for its Metsamor nuclear power plant, which accounts for nearly fourty 

percent of Armenia's annual electricity production. The plant ran up $32 million in debt 

to Russian suppliers and was unable to purchase nuclear fuel deliveries until it was placed 

under the five year financial management ofUES. RAO UES was also granted ownership 

of a cascade of six hydroelectric plants near Yerevan. The chief executive of the nuclear 

plant, Gagik Markosian, maintained that the plant has balanced its books and experienced 

no refueling difficulties for the first time since the 1995 reactivation (Markarian 

2005:163). The move, however, placed eight percent of Armenia's electrical generating 

capacity under the control of UES. Armenian electricity sector fell under near complete 

control of Russians. It is important to note that Armenia is an energy exporter; integration 

of its electricity system with that of Georgia and Azerbaijan would allow UES to 

effectively control the regional electricity flow and to penetrate the power market in Iran 

and Turkey (Ibid:332). UES signed a memorandum of understanding with Azerbaijan, 

pledging greater investment and expanding cooperation to penetrate the Iranian market. 

So far, UES has not acquired major enterprises in Azerbaijan, but has obtained Baku's 

agreement for the parallel operation of Russian and Azerbaijani electricity systems. It has 

signed contracts that allow transmission of electricity from Azerbaijan to Turkey and 

Iran. Analysts suggest that Azerbaijan's oil and gas related revenues give it a better 

. bargaining position vis,.ft-vis Russia, allowing it to avoid debt-for~e.quities swaps and the · 

sale of energy facilities that would be impossible to maintainotherwise 

Azerbaijan generates sufficient amounts of electricity to meet its domestic 

consumption. However, significant amounts are lost in transmission because of the poor 

distribution network. Azerbaijan, therefore, relies on supplementary imports, which come 

mainly from Russia and Turkey. It is expected that Azerbaijan's demand for electricity 

(and thus its dependence on Russian supplies) will increase slightly when the BTC 

pipeline starts working. Azerbaijan is also dependent on Russian natural gas imports, 
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despite the large Shah Deniz gas field. The volume of gas imports have increased 

significantly since 2001, because oil-fired power plants have been changed to gas-fired 

ones. U.S. Department of Energy analysts, however, note that Azerbaijan's dependency 

on gas imports will decrease as its production increases from domestic offshore gas fields 

like Shah Deniz. Given its oil and gas resources and non-Russian export routes, 

Azerbaijan, in Ilham Aliev's words, can "reliably ensure its energy security" {Aliev 

2006:112). The Baku-Tbilisi-Erzurum pipeline, scheduled to become operational in 

autumn 2006, will serve as a major export route for Azerbaijan's gas surplus and will help 

Georgia to diversify its gas supplies, thus reducing Georgia's dependence on Russian gas 

imports. 

The expansion of UES into Armenia and Georgia is not an isolated phenomenon; 

it is paralleled by the penetration of their gas markets by Russia's gas monopolist 

Gazprom. In 1997, in a debt-for-equity swap, Gazprom obtained a 55 percent controlling 

stake in Armenia's entire gas infrastructure and formed Armenia-Russia Gazprom joint 

venture with its U.S.-registered Itera subsidiary (Markarian 2005:119). Gazprom is also 

Armenia's exclusive supplier of the gas, which generates nearly 40 percent of Armenia's 

electricity and is increasingly used for heating households. Analysts suggested that 

Gazprom has secured a right to conclude confidential future projects with the Georgian 

government, possibly paving the way for debt-for-equity deals. Gazprom is also 

Georgia's single gas supplier. Recently, Gazprom has expressed its desire to buy the 

trunk pipeline -that brings gas to Georgia and Armenia, but Tbilisi has not yet decided on 

the issue. Acquisition of energy enterprises under the debt-for-equity deals in Georgia and 

Armenia seem disadvantageous for Russia, because most of the facilities are in disrepair 

and require large investments {Tsereteli 2005:332). However, it is beyond doubt that 

control over these facilities gives Moscow potential leverage over political developments 

in· Transcaucasia .. 
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Chapter-Four 

U. S. Interests in Transcaucasia and its Implications for Russia 

This chapter intents to give an insight to the evolution of U.S. foreign policy 

towards the South Caucasus and its implication for Russia in order to highlight the 

regional geopolitical trends and key interests of U.S. The US policy towards former 

territory of the Soviet Union in the transcaucasus was initially Russia-centered which had 

culminated in partnership between the two countries. The first priority of Washington's 

policy makers was to avert the danger of nuclear proliferation, and as such, 'the entire 

Soviet nuclear arsenal was to be taken over by Russia'(Trenin 1988: 177). Furthermore, 

one of the US goals was to preserve the status quo of the post-Soviet order, that is to say, 

a support to the independence and sovereignty of the newly independent states against 

Russia's integrative tendencies.Yet, this support differed according to regions and 

countries involved as the importance of Baltic states and Ukraine compare with Central 

Asia and the transcaucasus was not same in the eye of the west notably the US. 

U.S. Policy towards Transcaucasus after Soviet Union 

So far as the Caucasus was concemed,the policy towards the region was initially 

marked with lack of interest. Indeed, the conflic-tom region of the Caucasus did not pose 

immediate direat to the U.S. security concerns, and it appeared that it had recognized the 

region as Russia's sphere of influence. Indeed it was suggested that "Russia voted in the 

United Nation Security Council (UNSC) to give the United States the right to invade 

Haiti. iri · ""eXchange for· quiet Americk agreement to_ Russi~m:.: intervention in· the 

Transcaucasus to. tty to stop the war that have for years racked Arinema, Azerbaijanand 

Georgia, the. three former republics there" ( Hough 1994:310). . , ·· 

However, one of the U.S. goals has been to isolate Iran and preventing the spread 

of Islamic extremism in the Muslim republics including Azerbaijan. Therefore, 

Washington had promoted secular Turkey and the West's ally as a model to counter Iran. 
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Moreover, the USA appeared satisfied to let Turkey do all the job for them, thereby 

promote its own interests as well. 

Since 1994, a shift is visible in the U.S. policy towards the southern belt of the 

former Soviet Union, including Caucasus. This can be attributed to 'the lagging of 

partnership' with Russia, in one hand and the increasing commercial involvement of the 

American companies in the oil deals of the Caspian Sea in other. Furthermore, the U.S. 

favors 'the diversification of world oil supplies to reduce future dependence on Persian 

Gulf oil, more so, when the Caspian Sea has the potentiality to become a viable source of 

oil supply to the world market (Forsythe 1996:18). Consequently, Washington adopted a 

more active role in the region. No wonder, the presidents of the Caucasian republics 

began to meet the U.S. President in Washington. 

In March 1994, Shevardnadze talked with Bill Clinton 'on Georgia's request to 

dispatch UN peacekeeping forces to Abkhazia', a request which was in defiance of 

Russian peacekeeping forces there. Washington showed interest in supporting Georgia's 

request (lbid:127). More importantly, Shevardnadze met with U.S. defence secretary in 

which they signed a memorandum of cooperation between the two rountries in the 

military sphere. Furthermore, William Perry, the U.S. defence secretary promised to assist 

Georgia to create its army. Georgia had also gained importance as a route to export the 

Caspian Sea oil. In fact, the U.S. has supported the Georgian pipeline in order to prevent 

Russia and Iran from controlling the oil flow. In July 1997, the U.S. president in his talks 

with his Georgian counterpart asserted that "if not all of the ... oil, then at least a large 

part of it will go through Georgia and Turkey" (SWB, 1997, Su/2980, F/1). 

Armenia has extensively enjoyed the American support particularly in terms of 

humanitarian assistance because of presence of an strong Armenian lobby in the U.S. 

Hence, Armenia received $505 million tillSeptember 1995, .t~us it had been the top 

recipient ofU.S. aid among the former territory of the Soviet Union~ On the other hand, 

Azerbaijan received only $72 million because of its use of force and blockade against 

Armenia (Schroeder 1997:265). Moreover, Armenian president paid an official visit to 

the U.S. in August 1994, and discussed with President Clinton the problems of 

developing bilateral cooperation and prospects for settling the Karabakh problem. It 

should be noted that since 1994, Washington, considering its oil interests in the region, 

had tried to settle the Nagomo-Karabakh conflict. In October 1994, president of both 
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Armenia and Azerbaijan while in New York met each other to discuss the conflict. The 

meeting which had been mediated by U.S. ambassador to the UN did not brought any 

result. Again in March 1995, 19 percent, another U.S. mediation effort by initiating a 

peace plan was not received favourably by the two countries. Yet, U.S. Secretary of 

State, Madeline Albright, had asserted the U.S. would continue its efforts to settle the 

conflict. She further said, "We realize that it is important to correctly settle the Nagomo

Karabakh problem, particularly due to the strategic importance of the Caspian region" 

(SWB, 1997, Su/2844, F/2). 

The oil factor has also influenced the US policy towards Azerbaijan. So far, Baku 

has resisted the Russian pressure to deploy its forces in Azerbaijan territory, and the U.S. 

Secretary of State along with some other European allies, which attending a NATO 

meeting at Istanbul sent a letter to Russia in support of Azerbaijan that no troops should 

be sent to the republic unilaterally. The letter further maintained that the Karabakh 

problem should be solved with in the CSCE and Azerbaijan's national independence and 

territorial integrity should be protected and guaranteed' (SWB. 1994, Su/2022, F/2). Not 

surprisingly, the U.S. ban on humanitarian aid to Azerbaijan was lifted in January 1995, 

19 percent, apparently due to the American oil companies which have interest in 

Azerbaijan. Moreover, Aliev's visit to the U.S. in October 1995 has given a boost to the 

U.S.-Azeri bilateral relations. 

It is reported that President Clinton's talk with Aliev was important in adopting 

both Russian and Georgian routes for pipelines for exporting Azerbaijan's oil. The U.S. 

President has also supported Azerbaijan's stance on legal status of Caspian Sea namely 

the division of the sea among littoral states that would guarantee the U.S. interests 

(Forsythe 1996: 19). After all, though Russia is still a dominant power in the Caucasus, 

the increasing influence of the U.S. has posed a challenge to Moscow's hegemony over 

.•. ·.• the region otrthe one hand, -~nd Iran's security, on the other. 

. . 

According to Hunt~r, in· the early 1990s, the Southern Caucasian countries held . . 

almost no intrinsic value for the United States; instead, what most mattered for the U.S. 

was the impact of regional developments on Russia, Turkey, and the Middle East. The 

U.S. at the time chose to respect the Russian notion of the Transcaucasus falling within 

Russia's sphere of influence. It preferred Russian domination of the region with modest 

U.S. interests over an unpredictable and volatile situation loaded with the risk of 
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confrontation between ambitious regional players. U.S. policy towards the region, 

however, has changed considerably over time, becoming more pronounced and activist, 

while still remaining uncoordinated and often contradictory. 

U.S. policy towards the Transcaucasia after Soviet disintegration was "Russo

centric and Russia-first in character," which meant, given preoccupation with Russia's 

future and support for Yeltsin's regime, refraining from criticism of Moscow's regional 

policies lest such criticism weaken Yeltsin's authority (Hunter 1994:158). The main U.S. 

concern at the time was to encourage Russia's transition to democracy and a market 

economy, as well as to achieve denuclearization of Ukraine, Belarus and Kazakhstan in 

line with the horizontal non-proliferation policy promoted by Washington. Not 

surprisingly, one analyst has described American policy of the time as Russia plus branch 

offices (lbid:124). The United States, however, established some basic working 

guidelines, which included recognizing the Soviet successor states as independent 

entities, facilitating their democratic transition and integration into international 

organizations, as well as supporting the development of market economies and 

cooperative regional arrangements. 

The U.S. was also interested m containing the Iranian influence in the 

Transcaucasus and preventing regional states from gravitating into its orbit (Masih and 

Krikorian,1999:110). Another important component of U.S. policy was gaining access to 

energy resources of Azerbaijan and supporting export routes that would not cross 

Russian or Iranian territory. Beyond these modest policy objectives, however, the U.S. 

did not have active interests and a clearly defined policy towards the Transcaucasus 

(Cornell, 2001:184). 

By the end of 1991, the U.S. had recognized the independence of all the Soviet 

successor states, iriduding the Southern Caucasian countries of Armenia, Azerbaijan, and 

Georgia. The U.S. pursued close relations with Armenia, partly due to the country's 

democratic progress, with the influence of the Armenian-American lobby, whose 

activities focused mainly on the U.S. Congress. Levon Ter-Petrosian, elected Armenia's 

President in October 1991, paid his first visit to the U.S. to communicate his pro-western 

policies in an obvious gesture of breaking with Moscow (Adalian 1995:309). This 

assertive foreign policy by a country far down the totem pole presented a puzzlement to 

the Bush administration and the symbolism of the meeting aside, it did not go far in 
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bolstering Armenia. At the time, Georgia;s Gamsakhurdia had led his country into 

international isolation and internal conflict, and apparatchik Mutalibov still remained in 

power in Azerbaijan. The U.S, however, pursued closer ties with Tbilisi once 

Shevardnadze a pro-western Soviet foreign minister during the late 1990s came to power 

in Georgia in early 1992 (Nichol2005:2). 

In this period, the United States promoted Turkey as the principal regional power 

and a model of economic and political development for the regional countries, supporting 

Turkish attempts at reordering the Transcaucasus. Because the U.S. was unwilling to 

commit its resources and to provide security assistance to the regional countries and to 

advance the role of Turkey as its proxy security guarantor (Adalian 1995:321). United 

States policy was driven by fear of Islamic radicalism and by animosity toward Iran, 

whose influence in the power vacuum of the Southern Caucasus , in view of American 

strategists, could be balanced by Turkey's strong role. As noted above, excessive 

aggrandizement of the Turkish role in the region was seen as a major security threat in the 

neighboring country of Armenia. As Adalian remarks, this policy only highlighted 

Armenia's potential isolation and encirclement at a time when it already faced serious 

complications with both Azerbaijan and Turkey. Turkey, which was expected to play the 

role of moderate power, in a word, hijacked Western policy toward Armenia, aligning 

with Azerbaijan in early 1992 and compounding the severity of the crisis in the region 

(Ibid:332). 

In February 1992, huge anti-Armenian demonstrations were held in Turkey, with 

hundreds of thousands of Turks calling for intervention on behalf of Azerbaijan. At the 

time the Turkish President Turgut Ozal went so far as to openly threaten Armenia, 

announcing on several occasions that Armenians should be frightened a little (Cornell 

1998:72)~ The Turko-centrism of U.S. policy, which was not so fine tuned as to factor in . · 

every nuance arisingfrom the specific regional conditions, appeared to validate ''what the . 

Russians had always found convenient to reinforce: Armenian insecurity about Turkey's 

ambitions and the potential· consequences these presented· in light of their past 

experience"(Adalian 1995:321). As Adalian (1995) writes, the result was that "Armenia, 

a pro-Western democracy, was slowly alienated from the west by the presumed defender 

of western interests in the region" and began to seek Russia as a guarantor of its security 

and a balancing force against Turkey. Unfortunately, U.S. efforts to make Turkey change 
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its unfriendly policies towards Armenia were ineffective and have remained largely 

fruitless (Ibid:336). 

It should be noted that because of incompatible Russian and Turkish ambitions in 

the region, the Turko-centric policy was in contradiction with Russo-centrism of 

American strategists. The U.S. policymakers soon realized that with Turkey trying to take 

advantage of Russia's temporary withdrawal, the volatile situation posed risks of Russo

Turkish confrontation at exactly the time when the U.S. was actively supporting Yeltsin's 

pro-western regime to "prevent the country from slipping into aggressive authoritarianism 

and xenophobia. Such concerns, coupled with animosity toward Iran and exaggerated fear 

of Islamic radicalism, drove U.S. policymakers to see the return of Russian domination as 

the "least of several evils (Cornell2001:154). 

At the same time, containing interethnic conflicts or helping with 

democratization in the region became lesser priorities for the U.S .. For instance, the 

United States did little to help Shevardnadze in his struggle against Moscow and it did not 

warn Russia against intervening in Georgia's civil war. Similarly, Russia's 

reestablishment of its influence in Azerbaijan and ousting of pro-Turkish nationalist 

President Elchibey were accepted in the U.S. as accomplished fact. By the end of 1993, 

however, Russia's policy of aggressive reintegration led some policymakers in the U.S. to 

gradually reconsider the Russo-centric policy and favour a greater focus on individual 

states. However, as Hunter notes, the shift was not pronounced and it did not 

"dramatically affect the course of events" in the region (Ibid: 161 ). 

During this period, foreign policy interest groups, notably the Armenian

American community, played an important role in focusing U.S. attention on the 

Nagorno-Karabakh (NK) conflict. fu 1992, the conflict had already escalated into a full

scale war by ~erbaijan against the majority Armenian population of the Nagorno~ 

Karabakh Autonomous Oblast (NKAO), who had initiated a process of independence, 

held a referendum consistent with e~isting Soviet laws and procedures~ and; in December · 

1991, obtained an overwhelming mandate for independence. As Nichol writes, 

Congressional concerns about the Nagorno-Karabakh conflict led to the inclusion of 
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Section 9071 in the Freedom for Russia and Emerging Eurasian Democracies and Open 

Markets (FREEDOM) Support Act, which prohibits U.S. government-to-government 

assistance to Azerbaijan, except for non-proliferation and disarmament activities, until the 

President determines that Azerbaijan has taken demonstrable steps to cease all blockades 

and other offensive uses of force against Armenia and Nagorno-Karabakh (Nichol 

2005:12). 

According to Shaffer, Section 907 of the Freedom Support Act became "a major 

constraint on U.S. policy options towards the region." Importantly, it also limited U.S. 

security cooperation with Armenia, because of U.S. policy of parity in military transfers 

and security ties with Armenia and Azerbaijan (Shaffer 2003:54). U.S. policy towards 

Azerbaijan, however, soon changed towards greater cooperative engagement initially led 

by the interests of major American oil companies. 

As Cornell writes, during the second half of the 1990s, private American interests, 

which in many respects matched those of Baku, started to make a difference in 

Washington (Cornell2001:366). In 1994, Heidar Aliev started re-negotiating the former 

government's oil deals, which had collapsed after the ousting of President Elchibey. 

Cornell says, Aliyev's consistent policy ... was to try to attract as many foreign powers 

as possible into the politics of oil, thereby bringing about a vested interest in these 

countries in supporting Aliyev's regime--and, by extension, displaying a more positive 

attitude toward Azerbaijan and its position in the Nagorno-Karabakh conflict (lbid:374). 

In September 1994, an eight billion dollar contract, the "deal of the century," was 

signed with a consortium of western companies. The agreement established the 

Azerbaijan International Oil Company (AIOC), in which fourty percent of the shares 

were held by American oil companies. With the deal signed, the "Texas Oil interests" 

began using their lobbying mechanisms in Washington to influence U.S. policy "to: 

further Azerbaijan's interests, and· thereby their own interests" in the Transcaucas~s . 
(Masih and Krikorian, 1999:111 ). ' 

1 section 907 of the United States Freedom Support Act bans any kind of direct United States aid to the Azerbaijani 

government. This ban makes Azerbaijan the only exception to the countries of the former Soviet Union, to receive 

direct aid from United States government under the Freedom Support Act to facilitate economic and political stability. 
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The oil lobby came to counterbalance Armenian-American influence in the 

Congress, because the oil lobby's support of Azerbaijani attempts at removing or easing 

Section 907 could make American oil companies eligible for U.S. government's financial 

assistance. Shaffer writes, in this period one witnessed a plethora of congressional 

testimonies and major public statements that emphasized the importance of Caspian 

energy resources and the need for rapprochement with Azerbaijan, a country increasingly 

viewed as a major producer and a transit route for the East-West energy corridor (Shaffer 

2000:56). Although Congress did not remove the Section 907 prohibition, legislative 

provisions for fiscal years 1996, 1998 and 1999 respecting eased the prohibition by 

allowing for humanitarian, democratization, and business aid exemptions. In this period, 

Washington intensified its efforts at promoting U.S. economic and strategic interests in 

the Transcaucasus, "following the lead given by major U.S. corporations" (Cornell 

2001 :376). The Transcaucasus and Central Asia were declared a strategic vital region 

where the developments mattered profoundly to the U.S. Caspian energy development, 

which was consistent with U.S. energy policy of lessening dependence on Persian Gulf 

oil, became an increasing concern of the Clinton administration (Ibid:374). The extensive 

U.S. interest in Caspian energy resources was expressly stated in national security 

strategy reports prepared by the Clinton administration in 1997 and 1998. Stephen 

Sestanovich, ambassador at large and special advisor to Secretary of State for the Newly 

Independent States, officially announced that "energy development and the creation of an 

East-West energy transport corridor" were among important U.S. foreign policy goals in 

the Transcaucasus and Central Asia(Ibid:379). At the same time, the administration 

started promoting the BTC pipeline as part of that energy corridor {Nichol 2003:14). In 

1998, a position of Special Advisor to the President and Secretary of State for Caspian 

basin energy diplomacy was introduced, and in 1999 political and economic support was 

obtained for construction of BTC pipeline. 

It is important to notethatin the lastdecadethe consumption ofoilinthe U;S. has' 

almost doubled, making the country more dependent on oil-exporting small states ofthe 

Persian Gulf, Africa and South America. The United States has complicated relations 

with many of these states, and a secure supply is often threatened by regional instability 

and petro-terrorism, which often cause oil shortages and, therefore, its price hikes. 

Therefore, from a neoliberal institutionalist perspective, it is logical to expect that the 

U.S. would pursue Caspian energy resources to diversify its supplies and to mitigate 
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effects of possible external changes. As Oliker notes, the United States itself is unlikely to 

become a customer for the Caspian oil or gas (Oliker 2004:221). According to Shaffer, 

the U.S. views Azerbaijani oil as a contributor to global oil supply diversification and as 

oil in the margins, a tool to affect world oil prices. However, this is not to suggest that oil 

interests were the main factor behind the U.S. administration's adoption of a more 

assertive policy towards the region and its rapprochement with Azerbaijan. American 

economic interests and the role of the oil factor have often been overestimated by many 

analysts. Moreover, despite much speculation regarding Azerbaijan's huge oil reserves, it 

appears that much of the oil is concentrated in the northeastern part of the Caspian Sea 

(Blandy 2005:87). In its official rhetoric, however, the U.S. has long insisted on high-end 

estimates of Azerbaijani and Caspian oil reserves, arguably using the oil issue as a reason 

for activist involvement in the region. As Blank notes, Washington's interests in the 

regional economy do not take precedence over America's larger geostrategic goals (Blank 

2005:116). 

The Transcaucasia due to its location, is viewed by· American strategists as a 

strategically important region that can serve as a gateway to the Central Asian states of 

the Caspian basin. In the context oflarger U.S. policy, supporting westward pipelines that 

bypass Iran and Russia is an important prerequisite for strengthening the independence of 

Central Asian and Transcaucasian small states, a step toward creating the cooperative 

Eurasia that would be the base for future world politics ( Ibid:306). This approach has 

also been reflected in statements ·by U.S. officials. In April 1998, Stephen Sestanovich 

stated, they cannot look at Caspian energy policy in isolation from our overall goals or the 

region. Our promotion of an economically viable east-west Eurasian transport corridor to 

bring Caspian energy resources to international markets is part of a larger strategy that up 

ports peace and stability, democracy and respect for human rights, market economic 

tefonn and. development, openness toward the United States and to U.S. business, and the 

region's integration into Euro-Atlantic and global institutions {Cornell 2001 :384). 

Congruent with its general regional policy, Washington also tried to improve its 

political and security cooperation with Southern Caucasian countries. In 1996, the U.S. 

welcomed the establishment of pro-western GUAM (Georgia,Ukrain,Annenia and 

Moldova) grouping (Ibid:411). In 1997, the U.S. activated its efforts at facilitating the 

resolution of the Nagorno-Karabakh conflict, becoming a co-chair, along with France and 

Russia, of the OSCE Minsk Group. On a number of occasions Washington also openly 
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condemned Russia's heavy handed treatment of Georgia (Oliker 2004:121). Although 

conflict resolution efforts remained limited and unsuccessful, they are a significant 

departure from the previous policy of deference to Russian regional hegemony. 

U.S. Policy Towards Transcaucasia After 9/11 

The Bush Administration gave new vigour to America's regional diplomacy, 

hosting intensive talks on the Nagomo-Karabakh dispute in early 2001, in Key West, 

Florida. The sides were indeed close to reaching a peace agreement, but Aliev's 

concessions on Nagomo-Karabakh's status produced strong opposition among the 

Azerbaijani elite and the peace settlement once again went into a deadlock. However, 

with such high-level U.S. commitment to the Nagomo-Karabakh peace negotiations, 

Washington signaled the start of an even more activist policy towards the Transcaucasus 

(Shaffer 2003:127). Although the U.S. continued its policy of helping the Southern 

Caucasian states to minimize their dependency on Moscow, it remained wary of 

unequivocally placing itself in opposition to Russia in the region. As Shaffer writes, in 

this period, Washington has tended to work cooperatively with Moscow, and this has had 

a very positive impact on their ability to cooperate in policies and conflict resolution 

efforts in the South Caucasus. 

Since September 11, 2001, U.S. policy towards the region has changed 

dramatically, because the Caspian basin and the Transcaucasus have acquired paramount 

importance in strategic and security terms. Indeed, the terrorist attacks demonstrated that 

geographically distant regions, where the U.S. interests were thought in terms of nice-to

haves, could have a profound impact on U.S. immediate interests. For instance, if the 

Transcaucasus became a terrorist haven, it would pose immediate security. threats, and 
-

would render exploitation of Caspian energy resources impossible, thus jeopardizing 
. . 

America's hirger geostrategic interests in the region (Smolansky 2004:130)~ It is 

therefore not surprising that American strategists now view U.S. regional policy as an . . . . . 

important element of the Global War on Terrorism and they link the South Caucasus with 

Central Asia in an integrated security complex. 

This region is a geographical pivot point in the spread of democracy and free 

market economies to the states of central and southwest Asia. For the United States, 

Russia is at the core of the integrated regional security complex. Importantly, following 
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the 9/11 terrorist attacks, Moscow emerged early as one of Washington's staunchest 

partners in the fight against terrorism. Ignoring the opposition of his closest military 

advisors and the Russian political elite, President Putin offered immediate assistance to 

the United States (Kipp 2005:251). As Goldman writes, Putin's acquiescence to the 

stationing of U.S. and NATO troops in Central Asian former Soviet republics was a 

dramatic reversal of Moscow's previous policy of resisting U.S. influence in the region. 

Interestingly, the 2002 U.S. National Security Strategy Report stated that; recent 

developments have encouraged our hope that a truly global consensus about basic 

principles is slowly taking shape. With Russia, we are already building a new strategic 

relationship based on a central reality of the twenty-first century: the United States and 

Russia are no longer strategic adversaries ... At the same time, we are realistic about the 

differences that still divide us from Russia and about the time and effort it will take to 

build an enduring strategic partnership (Goldman 2004:110). 

Analysts have argued that Moscow's policy shift was motivated by the need to 

realize Russia's objectives in foreign and domestic affairs. They argue that sustaining 

cooperation between Washington and Moscow will largely depend on the extent to which 

they continue to perceive their interests as shared. Russian officials have called for 

establishing deadlines for the withdrawal of U.S. and NATO troops from Central Asia. 

Additionally, U.S. and Russian interests have clashed over a number of issues, including 

the Anti-Ballistic Missile (ABM) Treaty, strategic arms reductions, and Russia's nuclear 

cooperation with Iran (lbid:227). However, analysts note that despite such tensions, 

Washington and Moscow seem "determined to preserve the cooperative relationship they 

built following the September 11 attacks." As the Commission on America's National 

Interests and Russia writes; the combination of Russia's size and strategic location; its 

relationships with, intelligence about and access to key oountries; its arsenal of nuclear 

and other weapons and technologies; its enormous energy ~esources; and its ability to 

facilitate or block action by the United Nations Security Council places Moscow among 

America's most important potential partners. · 

According to Zagorski, the dialogue established between the U.S. and Russia 

ensures that tensions can be attenuated on the basis of compromise. Washington and 

Moscow cooperate in the region through "the Caucasus and Central Asia subgroup of the 

U.S.-Russia Working Group on Counterterrorism"(Zagorski 2004:133). Moreover, it is 



well known that the U.S. and Russian governments today belong to multiple international 

regimes and are connected through several vital strategic interests. 

According to Blank, the U.S. and NATO partnerships with Russia offer an 

enormous opportunity to shape and transform the security environment throughout the 

former Soviet Union. Most important, the unprecedented cooperation between 

Washington and Moscow in the fight against terrorism and, in the words of the U.S. 

Secretary of State Condoleezza Rice, probably the best U.S.-Russian bilateral relations in 

a long time, provide new opportunities for small states that benefit from convergence 

rather than conflict of great power interests in the region (Blank 2005:239). As Perovic 

writes, "the fate of the South Caucasus ... is, in important ways, bound to the dynamics 

of relations" between Russia and the United States (Perovic 2004: 136). Analysts believe 

that coordinated policies of Washington and Moscow can lead to a greater stability, 

development, and conflict resolution in the region a "Great Gain" scenario instead of a 

confrontational "new Great Game"( Aydin 2004:85). Importantly, U.S.-Russian effective 

cooperation will depend on Russia's respect of the values of freedom and democracy at 

home and their non-hindrance in the regions of vital interest to the United States: the 

broader Middle East, South and Central Asia, and East Asia.The U.S. has a number of 

peripheral interests in the Transcaucasus, but security, human rights, and economic 

interests dominate the current U.S. agenda towards the Transcaucasus. 

Security Interests 

Counterterrorism Efforts and Law Enforcement Assistance 

In its security policies towards the Transcaucasus, the U.S. is interested in 

enhancing the security of regional states and addressing threats that are of concern to the 

United States. As Oliker writes, ifprior to 9/11 "there existed the possibility that the 

interests of allies, such as Turkey, would lead to greater U.S. involvement in the region .. 

. now the United States has its. own imperatives to remain involved"( Oliker 2004:225). 

Washington's security interests in the Transcaucasus have dramatically increased because 

the region has come to be viewed as the lynchpin of any U.S. role in Central Asia. 

Analysts maintain that the Transcaucasus and Central Asia have become integral parts of 

U.S. war on terrorism. Importantly, the growing U.S. interest in the Transcaucasus and 
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improved security cooperation with regional countries both help these states to diversify 

their security policies, lessening their dependence on Russia. 

In the aftermath of the terrorist attacks, the three southern Caucasian states were 

quick to grant the Pentagon flyover rights and to offer their support for the Operation 

Enduring Freedom (OEF) in Afghanistan (Danielyan 2002:221). Azerbaijan's strategic 

position acquired renewed importance for Washington. Good relations with Baku would 

help the U.S. to effectively project its power into Afghanistan and the Middle East. 

Caspian energy resources once again inspired intense attention from U.S. strategists as 

they renewed their search for non-OPEC energy resources to diversify global oil supply 

and lower oil prices (Shaffer 2003:58). The importance of Azerbaijan also grew because 

of the perceived need to strengthen ties with Muslim majority states, whose participation 

in anti-terrorist efforts would add legitimacy to those missions (Ibid:59). The anti-terrorist 

rhetoric of Baku further strengthened Aliyev's position and helped to shift attitudes of the 

U.S. administration and the Congress. In January 2002, Section 907 restrictions on US 

security assistance to Azerbaijan were waived by presidential authority (Cornell 

2001:160). 

The U.S. helps Azerbaijan and Georgia confront Islamic radicals and terrorists 

who penetrate these countries' territories. Moreover, Azerbaijan and Georgia reportedly 

play a key role in narcotics and arms trafficking routes, therefore, U.S. security assistance 

programs are also targeted at enhancing their border control and law enforcement 

capabilities. It has been also reported that the United States has committed millions of 

dollars to facilitate the withdrawal of Russian military bases from Georgia (Metreveli and 

Hakobyan, 2002:457). 

First, U.S.-Azerbaijan military consultations were held in Baku, centered on 

military training and naval defense in the Caspian. ~ince then, the U.S. European 

Command (EUCOM) has. significantly broadened its ·initiatives in Azerbaijan. They 

currently include the "Caspian Guard Program" arid the "Caspian Hydrocarbons 

Initiative," which provide security assistance to Azerbaijan to help protect energy 

corridors and establish an "integrated airspace, maritime and border control regime" with 

Kazakhstan (Nichol2005:60). Other EUCOM initiatives in the Transcaucasus include the 

"South Caucasus Clearinghouse," which aims to facilitate information sharing on security 

assistance programs among regional countries and the U.S., and the "Sustainment and 
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Stability Operations Program" (SSOP) in Georgia (Ibid:163). The goal of the SSOP, 

which was launched as a follow on to the Georgia Train and Equip Program (GTEP), is to 

improve readiness capabilities of four Georgian battalions, in part to support U.S. led 

coalition operations. The GTEP was carried out from 2002 to 2004; it was aimed at 

helping Georgian military, security, and border troops combat terrorists who had 

infiltrated Georgia from Afghanistan, Chechnya and Arab countries. The program was 

also intended to strengthen Georgia's ability to ensure internal stability and protection of 

energy pipelines that traverse its territory. As part of the GTEP, the U.S. deployed about 

200 military trainers to instruct Georgian troops in light infantry tactics (Shaffer 

2003:59). The U.S. also provided those forces with small arms, communications 

equipment, ammunition and uniforms. Interestingly, Russia acquiesced to the deployment 

of military instructors, and Putin reportedly downplayed the move, remarking that it is not 

a tragedy. According to Trenin, this response reflects Putin's "hard-headed analysis" of 

Moscow's expectations, resources, and the threat of terrorism, which, "for the first time 

since 1945 ... had become a common enemy" for the United States and Russia" {Trenin 

2004:105). 

After lifting the prohibition on security assistance to Azerbaijan, Washington has 

also intensified its military cooperation with Armenia, which became eligible for Foreign 

Military Financing (FMF), and International Military Education and Training (IMET) 

(Nichol 2005:13). Security assistance programs in Armenia are aimed at improving 

stability in the country, promoting interoperability with NATO troops, providing 

professional military training, establishing peacekeeping capabilities, and modernizing 

military communications. Armenia received seven million dollar military 

communications contract from the U.S. Department of Defense (DoD) as the first 

installment. The U.S.govemment also provides funding for security improvements in 

Metsamor Nuclear Power Plant, joint research activities and mine clearing. Armenian 

Armed Forces also have a military eooperation program with the Kansas National Guard, 

as part ofthe Pentagon's National Guard State Partnership Program. 

NATO's Regional Involvement 

The North Atlantic Treaty Organization (NATO) formed under the leadership of 

U.S. on April 4th 19949 was exclussively meant to contain the further spread of 

communism and the Soviet influence in global politics. Therfore, its main purpose was to 
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target the policies and activies of the members of the Warsaw pact. However, its 

existence and active involment in international affairs even after the dissolution of Soviet 

Union has given rise to serious debates and questions about the probable role of NATO in 

the post-Cold War world. 

Following the Paris Charter, signed in November, 1990, the Cold war has come to 

an end. On July 1st 1991, the Warsaw Treaty organisation was wounded up and shortly 

after Camp David accord was signed between Yeltsin and George Bush (Sr.) to mark the 

coming period as the era of friendship and partnership (McAllister and Stephen, 2002:47). 

Along with the U.S., several key NATO allies, including Turkey, the United 

Kingdom, and to a lesser degree Italy, France and Norway, have developed large 

economic stakes in the Caspian; they accordingly share a common interest in developing 

the region's oil resources and safeguarding energy corridors (Howard 1998:153). In 1997, 

during his visit to Baku, Javier Solana, then NATO Secretary-General, emphasized the 

strategic significance of the region: The Caucasus is an important region for Europe 

which has enormous social and economic potential. Europe will not be completely secure 

if the countries of the Caucasus remain outside European security (Solana 2000: 152). 

The Alliance's involvement in the region, therefore, has been aimed at developing 

regional cooperation and enhancing the security of the three Southern Caucasian states. 

The primary vehicle for such cooperation has been the Partnership for Peace program 

(PfP), which was led by American initiative. The program was built on the fonnat of the 

North Atlantic Cooperation Council (NACC) and was "designed to help prospective new 

members in creating effective and adequate defense structures ... to address new security 

threats, promote civilian control over the military and encourage defense planning and 

budgeting" (Sagramoso 2003:65). In'1994, all three Transcaucasian states joined the PfP 

and embraced the opportUnities provided by the program. 

In 1999, Azerbaijan and. Georgia joined the NATOPlanning·and Review Process 

(P ARP) to advance interoperability and transparency between their forces and NATO 

troops. Armenia joined the P ARP program in 2002, and subsequently increased its 

engagement in the Euro-Atlantic Partnership Council {EAPC). In 2003, Armenia hosted 

the Cooperative Best Effort, the second PfP land-based military exercise in the 

Transcaucasus. It has been suggested that after the lifting of Section 907 restrictions 

increased U.S.-Azerbaijani military cooperation, prompted Armenia to intensify its 
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security dialogue with NATO in order to lessen polarization and competition in the region 

(Ibid:84) Importantly, Russian- U.S. expanding cooperation in the fight against terrorism, 

coupled with "forward movement in NATO-Russia relations," helped Yerevan to 

complement Russian-Armenian security ties with improved cooperation with EAPC 

partners, while at the sametime avoiding the unpleasant situation of taking sides. 

Moreover, deepening U.S.-Armenian military cooperation became instrumental in 

strengthening Armenia's relations with NATO member-states. 

It is important to note that after regaining its independence, Armenia, a European 

country by default, has chosen a European direction of foreign policy-orienting 

itselftowards Europe. Therefore, expanding cooperation with NATO, the key "source and 

guardian of a new pan-European security system," is in line with Armenia's general 

foreign policy (Ibid:85). As Armenia's foreign minister Vartan Oskanian noted, "neither 

invited nor self-invited to be a candidate for NATO membership, Armenia, through PfP, 

is active and interested in the process of engagement with NATO.At the 2002 Prague 

summit, NATO launched the Individual Partnership Action Plan (IP AP) "designed 

specifically for each individual partner and intended to prioritize, harmonize and organize 

all aspects of the NATO-Partner relationship in the PfP framework." Georgia became the 

first country in the Transcaucasus to have an IPAP with NATO. The following year, 

North Atlantic Council approved IP APs for Armenia and Azerbaijan. NATO spokesman 

James Appathurai hailed intensification of NATO-South Caucasus cooperation, stating 

that it reflects the Istanbul Summit decisions to place a special focus on the strategically 

important regions of the Caucasus and Central Asia. 

Armenia, Azerbaijan, and Georgia participated m NATO-led peacekeeping 

operations in Kosovo. Georgia and Azerbaijan have also dispatched some forces to 

support coalition operations in Afghanistan (Nichol2005:13). Both countries have stated 
. . . 

that they want their countries to join NATO. Georgia's Saakashvili has announced that.·. 

his country is very close . . , to becoming a NATO member. According to ichol, 

however, much greater progress in military reform will likely be required before Georgia 

and Azerbaijan are considered for membership. As Sagramoso writes , it remains unclear 

... whether or not NATO's door will be open to them in the near future, and whether or 

not NATO will be ready to protect them against a foreign attack or a major threat. She 

notes that ''NATO has tended to adopt vague commitments" towards Southern Caucasian 

countries (Sagramoso 2003:115). 
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Although the alliance has regularly condemned the use of force in the region, it 

has refrained from getting involved in conflict resolution efforts in the Transcaucasus. 

Despite some ambivalence, better relations with NATO aimed at strengthening Russia's 

institutional links within the Euro-Atlantic community are an important part of Russian 

President Putin's policy. Recently, during a meeting of Russia's Security Council, it was 

reiterated that "joint security initiatives with NATO correspond to Russia's long term 

interests ... and provide new opportunities to address national problems. Relations with 

NATO are also important in creating a more predictable climate in Eurasia, although 

Russia still appears somewhat concerned about the prospects of NATO's geographic 

expansion. 

On Georgia's possible NATO membership, Sergey Ivanov, Russia's Defense 

Minister, stated that Russia is not dramatizing the situation, because stereotypes of the 

Cold War confrontation of two opposing blocs remain in the past, while Russia's 

cooperation with NATO expands year after year (Ministry of Defense of the Russian 

Federation, "Otveti Zamestitelya Predsedatelya Pravitel 'stva, 2006). 

United States Democratic Initiatives and Economic and Social 

Assistance Programs 

The United States was one of the first states to establish diplomatic relations with 

the countries of the South Caucasus. As in other parts of the former Soviet Union, the 

main US policy principle was support for the sovereignty and independence of the newly 

independent states and for the advancement of liberal democracy and market economies 

in the post-Soviet space. Yet the armed conflicts that raged in the Caucasus in 1991-94, 

America's other post-cold war preoccupations (such as the Balkans, Somalia, and in 

··general the building of a new world order), and the perceived absence of important 

national security interests in the South Caucasus precluded ~ significant US engagement.· 

with the region on a political leveL Nevertheless, the Department of Defense had by 1994 

singled out the South Caucasus as a strategically important region, not least given its 

potential to form an area of secular, independent and western-friendly states between 

Russia and the Middle East. At the time, this realisation had nevertheless not reached the 

political level. 
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After the collapse of the Soviet Union, the U.S. launched assistance programs in 

the region aimed at facilitating democratic transition, growth of market economies, and 

development of private and social sectors (Zagorski 2004:69). The cornerstone of such 

partnerships has been the Freedom Support Act (FSA) account, created in 1992. Early in 

the 1990s, the U.S. also provided significant humanitarian assistance to the region's 

countries from U.S. Department of Agriculture (USDA) funds (Nichol 2005:11). The 

U.S. also contributes to programs funded through the World Bank and International 

Monetary Fund. 

The United States has actively promoted democracy and market principles 

through U.S. Agency for International Development (USAID) programs under the 

Freedom Support Act (FSA). The bulk of USAID assistance has been humanitarian, but 

with the changing needs of the region, USAID began to focus on economic as well as 

democratization efforts. Section 907 of the FSA, which took effect in 1992, forbids direct 

U.S. assistance to Azerbaijan, except aid for humanitarian purposes and non-proliferation 

and disarmament programs. 

The United States has been able to donate some money to Azerbaijan's democracy 

building and commercial development. After September 11, in order to increase military 

and political cooperation with Muslim Azerbaijan, the administration has made a strong 

case for a waiver of Section 907. Third, the United States has actively engaged the region 

in an effort to resolve challenging regional conflicts mainly the conflict between 

Azerbaijan and Armenia over Nagorno-Karabakh but so far has met with little success. 

Most recently, in April 2001, then Secretary of State Colin Powell hosted the leaders of 

Azerbaijan and Armenia in Key West, Florida, to bring an end to the stalemate. Despite 

initial positive signals from both sides, the conflict remains unsolved. 

The leaders of the Caucasus maintain close relations with the United States and 

have based their sovereignty, independence, and national legitimacy on this partnership. 

For its part, the United States urges these countries to undertake necessary social and 

economic reforms so that they are strong internally and their people are not vulnerable to 

radical or terrorist ideas that compromise U.S. interests. 

Armenia and Georgia have been the largest per capita recipients of U.S. aid in the 

former Soviet Union, indicating the high level of concern within the administration and 

the Congress (Ibid:l22). As noted before, in the case of Armenia, this has a lot to do with 
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the prominent role of the Armenian-American community and its influence on foreign 

policy formulation towards the South Caucasus. At the same time, it is worth mentioning 

that U.S. investment is the highest in Azerbaijan's energy sector despite rampant 

corruption in the country. 

America's Oil and Pipeline Politics in Transcaucasia 

Less than a decade after its collapse, the Soviet Union has been eclipsed by the 

Caspian basin as an American strategic priority. This switch comes not because there is a 

new threat (which militant Islam could conveniently provide) but in response to economic 

opportunity, in a word, oil. The next Persian Gulf (or so say its promoters), the Caspian 

basin has enormous and virtually untapped energy resources. It has opened important new 

avenues for multinational investment and the fulfilment of consumer demand. As at the 

tum of the century, global powers once again vie for market share in an area of the world 

exotic and remote. 

Yet the Caspian region is made up of new states, states hobbled by untested insti

tutions, civil unrest, and ethnic tension. It is, in short, a mess, unlikely to respond 

predictably to the hallowed manoeuvrings of international diplomacy. How America real

izes its interests without further destabilizing the Caspian is fast becoming Russia's first 

critical policy challenge of the twenty-first century. 

Almost immediately after the collapse of the USSR, western oil companies 

rushed to the countries of Caspian basin and tried to reach agreements on the exploitation 

of the region's oil and gas fields. It soon became clear to western policymakers that the 

Transcaucasus occupies a strategic position as a gateway to the Caspian and a transit 

point of energy resources to the west. U.S. strategists were interested in dual containment 

of Iran discouraging pipelines that would traverse its territory, and preventing Iranian 

companies from participating in the development of Azerbaijani oil and gas fields 

(Comell200l:374). 

Moreover, Caspian energy supplies moving westward and bypassing Russia were 

to provide freedom from Russian influence by lessening the dependence of South 

Caucasian and Central Asian small states on Russian export routes; in the case of energy 

importing countries, the new routes were to diversify their energy supplies. This meant 
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U.S. support for non-Russian BTC and BTE pipelines, which would simultaneously 

increase the influence of Turkey in the region by tying it to the Transcaucasian states 

(Wilson 2002:276). Washington made it clear that in addition to economic concerns, there 

were political factors behind its decision to support the construction of these pipelines. As 

one analyst writes, throughout the project's history, political support has been stronger 

than commercial backing. Initially, BTC was conceived as a Baku-Ceyhan direct pipeline, 

which in theshortest and economically cheapest way would transport Caspian oil to the 

Mediterranean sea passing through Armenia (Baran 2005:144). 

However, the conflict over Nagorno-Karabakh put an end to this idea, since both 

Armenia and Azerbaijan rejected the proposal the former refusing to make concessions 

for the sake of the oil transit deal, the latter not willing to make its energy exports 

dependent on Armenia. Therefore, the construction of BTC, BTE pipelines, and the 

development of the East-West Transport and Telecommunications corridor all took place 

through Georgia effectively deepening regional isolation of Armenia, which was already 

blockaded by Azerbaijan and Turkey (Cornell and Ismailzade, 2003:81). The projects 

simultaneously increased both Georgia's geopolitical importance and the special U.S. 

attention towards it. As Cornell notes, "a chain is no stronger than its weakest link," and 

accordingly, in the crucial region of the South Caucasus, the crucially strategic region is 

Georgia (Cornell 2001 :389). Importantly, with the construction of BTC and BTE, 

Azerbaijan and Turkey hoped to achieve one of their key foreign policy goals, that is 

Armenia's economic isolation for the purpose of weakening it economically and gaining 

advantage in N agorno-Karabakh negotiations. 
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Chapter-Five 

Conclusion 

Russia and the west, notably the US, are the main competitors for influence in the 

Caucasus and Caspian Sea. The Caucasus region is of priority for Russia and it has tried 

to regain its influence there. In the absence of economic potentials to support its foreign 

policy objectives, Moscow has to rely on its military power to assert its influence as a 

great power in the region. Hence, it appears that Russia might not hesitate in using the 

ethnic animosity and unresolved conflicts to promote its interests. Since late 1992 

Russia, awakened to its strategic interests, has turned assertive in reinforcing its eroding 

influence in the region. Yet, that did not deter the West, particularly the USA to push its 

interests in the Caucasus. Although the US appeared to have recognised the Caucasus as 

Russia's sphere of influence, since 1994, with the growing involvement of the western 

companies in the oil contracts of the Caspian sea, a change was visible in the US policy 

towards the region. Since then, the oil and the pipeline routes have become important 

issues for rivalry between Russia and the west, not to mention Iran and Turkey. The 

analysis of international responses to geopolitical conflicts in the South Caucasus 

suggests that the pattern of international involvement has been largely similar in all three 

cases. The two main international agencies tasked to perform mediating and conflict 

resolution functions have been the OSCE and the United Nations. In addition to 

mediation efforts much of the humanitarian and development oriented assistance has been 

provided both to the conflict zones directly and to the Transcaucasia states more broadly. 

In the case ofAbkhazia, international assistance has largely been conditioned on 

the resolution of the status issue and thus has been limited in scope.·. Nagorno-Karabakh 

differs from the other conflicts in the region by two main factors. One is that it can be 

characterized as an international as opposed to an internal ethno-political conflict, since it 

involves two independent states, Armenia and Azerbaijan that have been fully fledged 

participants in both the active phase of the conflict and in the negotiation phase. Second, 

it is the only zone of conflict where peacekeeping forces have not been deployed. In the 
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two other cases, Russian units have been leading the peacekeeping operations. In spite of 

the above differences, one may conclude that the international community perceives the 

South Caucasus as a single unit and has developed a pattern of its involvement with very 

limited variations across the cases. The variations, across time, however have been quite 

1 significant. It has started with the complete acceptance of Russia's 'special rights and 

( interests' in her 'sphere of influence' and evolved into the acceptance of region's 'strategic 

importance' to the world and to its only superpower, the United States. 

There are three main stages of international involvement in the South Caucasus, 

which can roughly be characterized as the following: the first stage of Russian dominance ---and international neglect lasted from 1991 to 1994. The second stage of international -organizations roughly corresponded to the period of 1994-97, during which international 

organizations took a more active stance both in terms of conflict resolution and in general 

support of the newly independent states. The third and current stage can be characterized 

as that of balancing Russia and increasing US involvement. The development of the 

above stages coincides with the increase of American interests in the region and the 

simultaneous decrease of Russia's dominance. It is worth pointing out, however, that there 

is much overlap of the three stages. For instance, it is hard to draw a strict line between } 

the first and the second stages and identify the exact time and extent of activation of 

international organizations. At the same time, the decrease of Russian dominance is a 

relative term and one has to keep in mind that Russia has continued to be an important 

regional player throughout all three stages of international involvement. 

Following the collapse of the Soviet Union, in the period of 1991-94, 

international organizations and Western powers started to slowly enter the former Soviet 

space by opening up regional offices and local representations. However, apart from 

symbolic and rather limited activities, the international community did not take great 

interest in the fate of the newly independent states. On the contrary, the persistent Soviet 
. ':-.:.,_~---"--- . . .~ 

legacy contributed to the perception ofthese emerging new states as Russian satellites 

that belonged to the Russian sphere of influence arid required no extem<il interference in 

their internal troubles. Michael Lund in his East West Institute report well summarizes the 

position of the United States towards the South Caucasus in the early 1990s, which 

largely corresponds to the general Western position towards the region: The US did not 

take an active interest in the Caucasus region and tended to regard it as lying within a 

Russian sphere of influence that implicitly accepted the Russian notion of the 'near-

abroad'. As the 1990s unfolded, however, several factors led the US to increasingly 
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develop a more explicit set of goals and policies toward the Caucasus and to build the 

bilateral relations with each of the three independent governments there. 

The above position of the international community coincided with the active 

phase of ethno-political conflicts in the region, allowing Russia to step in as the only 

legitimate power to mediate the conflicts and even use them for furthering Russia's own ,_--
strategic interests. After the collapse of the Soviet Union, Russia was preoccupied with 

the possible loss of her military presence in the southern tier states and a restriction of her 

access to the Black Sea. By the beginning of 1993, neither Georgia nor Azerbaijan had 

agreed to join the CIS. Azerbaijan also refused to alloWRuss1an troops on its territory and 

despite heavy pressure from Moscow continues to remain the only state in the South 

Caucasus free of Russian military presence. Georgia has also managed to negotiate an 

agreement with Russia on a gradual withdrawal of troops, which in 1993-94 seemed 

inconceivable for Russia's interests. The Russian defense minister at the time, Pavel 

Grachev, reportedly stated that, "every measure should be taken to ensure that our troop~ ( 

remain there" (Cornell 2001 :345). Under these circumstances maturing geopolitical ( 

conflicts in the South Caucasus presented an opportunity for Russia to pressure the newly 

independent states back into her sphere of dominance. Moscow played a controversial 

role in Na~~akh by supporting one conflicting party or the other depending on 

Russia's immediate interests at the time. A similar pattern was repeated in Abkhazia, 

when on the one hand Russia was handing over part of the Soviet armaments to Georgia 

and on the other, supplying war planes to the Abkhaz and assisting them in bombing the 

Georgian held Sukhumi. 

In both Nagorno-Karabakh and Abkhazia, Russia also tried to organize 

mediation talks in parallel to those of the OSCE and the UN often without cooperating or 

even informing the international participants. According to the American representative 

of the OSCE in Karabakh, John Maresca: at first, Russia fully supported the Minsk 

Group. In 1993 Russia reactivated its earlier independent mediation effort... Russia 

wished to re-establish its dominance in. the region and to exclude outsiders, namely the 

US and Turkey ... Moscow would like to re-establish control of the former (Azerbaijani) 

Soviet frontier with Turkey and Iran, and to share in Azerbaijan's oil riches... For 

leverage, the Russians have used an implicit but dramatic threat if Azerbaijan does not 

comply; Russia will step up its backing for Armenia ... with disastrous military results for 

the Azeris. (Maresca, 1996: 472 as cited in Cornell 2001:113) Azeri sources have 

repeatedly maintained that Russians fulfilled their promise and provided substantial 
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military equipment remained outside of the security zone. UNO MIG was also tasked to 

investigate reported or alleged violations of the ceasefire agreement and attempt to 

resolve such incidents (UNO MIG mission survey 2001 :9). In Karabakh, the OSCE started 

to work on the deployment of an international peacekeeping force consisting of 600 

soldiers, but the plan was never realized. At the same time, the range of general assistance 

programmes to Georgia and Armenia increased significantly. 

The US Agency for International Development launched a number of 

development-oriented programmes and even though the United States did not follow an 

explicit and integrated policy toward conflict prevention and resolution in the Caucasus, 

the concern over these conflicts did underlie the array of US government activities. This 

is the theory that programmes such as economic reform to marketwise economies and 

assistance for building democratic institutions and the rule of law are themselves the best 

antidotes against the emergence of violent conflicts. 

The position of the United States has become more focused on conflict resolution 

activities in the recent years, especially since the US discovered strategic and oil related 

interests in the region. A 1997 speech of thier Deputy Secretary of State Strobe Talbott 

marks the turning point in the US policy towards the -south Caucasus and the beginning 

of the third stage of more active international involvement to an extent of balancing and 

challenging Russia's dominant position. In his speech, Talbott made it clear that: "It 

matters profoundly to the Unites States, what will happen in an area that sits on as much 

as two hundred billion barrels of oil. That is yet another reason why conflict-resolution 

must be the job one for US policy in the region: it is both the prerequisite for, and an 

accompaniment to, energy development" (Talbott 1997:2). 

The oil riches of the Caspian basin, therefore, put the region in the spotlight of 

great power interests and consequently intensified international efforts to resolve the 

conflicts. As pointed out in the United States Institute of Peace report by Patricia Carley, 
. . . : . ·. .· 

· the current fever over oil pipeline routes elevated the existing ethno-political eonflicts 

from obscure regional strife to a significant source of concern for international political 

and business leaders (Carley 1998:1). The positive results, however, from the increasing 

international and in particular US involvement in the region are yet to follow. Up until 

now, the ongoing oil politics has been a mixed blessing for the region. On the one hand it 

brought long awaited attention to the South Caucasus and to the regional conflicts. 
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military backing to Armenia not only during the war but also in its aftermath. According 

to Neil MacFarlane, there was a covert transfer of arms to Armenia, which, "according to 

a March 1997 comment by Defense Minister V azgen Sarkisian, allowed the Armenians to 

double their military capabilities with no impact on the budget" (MacFarlane 1999:53). 

The patterns of Russian involvement in the conflicts of South Caucasus suggests 

that Russians used the conflicts in order to exert pressure on these states and force them 

into accepting Russian rules and preferences. As MacFarlane has observed, the "classic 

example here was the manipulation of Georgia~s conflicts to secure Georgia's accession to 

the CIS and long-term leases on military facilities in Georgia" (Ibid: 112). After the 

humiliating defeat in Sukhumi, Georgia agreed to join the CIS and prolong the Russian 

military presence on its territory, while Russia recognized the territorial integrity of 

Georgia and imposed economic sanctions on Abkhazia. Similarly, Azerbaijan agreed to 

join the CIS and made serious concessions fearing even greater humiliation from the 

Russian-backed Armenians in Karabakh. Both Georgia and Azerbaijan had been 

J extremely disappointed with the passive, observer role of the international community, 

j which has effectively pushed them back into the arms of Russian influence. Both 

\~untries had made significant concessions and thus saved their recently acquired 

~dependent statehood and nominal territorial integrity. Russia on the other hand 

succeeded in temporarily weakening South Caucasian states and restoring her influence 

over the region, which Russia saw to be in her immediate interest. However, 

destabilization of the southern borderline regions could hardly have been in Russia's long

term interest. Moreover, it had a spill over effect and culminated in the bloody conflict in 

Chechnya. 

On the positive side, Russian mediation did stop the fighting on the ground and 

brokered a fragile peace, which later enabled the greater involvement of international and 

non-governmental organizations. From 1994, both the UN and the OSCE had their 

mandates expanded in the conflict zones and the overall role of international 

organizations in the region in~reased. This development marks the second stage of 

international involvement in the Transcaucasus, coinciding with the attempts of the local 

governments, especially of Georgia and Azerbaijan, to pursue a strategy aimed at 

increasing international involvement in the conflict and replacement of Russian 

peacekeepers with international forces. In 1995, United Nation Observation Mission in 

Georgia (UNOMIG) increased from 40 to 136 members and received an extended 

mandate to monitor the activities of the peacekeeping force andverify that troops of heavy 
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On the other hand, it has further exacerbated existing political divisions and 

turned the region into a scene of intensified regional and great power rivalry. Azerbaijan, 

Georgia, and Turkey find themselves on the same side as the United States, supporting 

exploration and transportation of Caspian oil through non-Russian routes. The US is 

interested in diversifying world oil supplies and decreasing its dependence on the Persian 

Gulf. Georgia and Azerbaijan see the pipeline projects as guarantors of both their 

economic and political viability. These projects are expected to diminish their dependence 

on Russia and consequently to loosen Russia's hold on the region. Armenia, on the other 

hand, continues to be Russia's main ally in the region given.ltstraditional fear of Turkey 

and the growing power of Azerbaijan. Armenia has sided with Russia and Iran, creating 

an alternative and opposing alliance. Such intra-regional divisions significantly 

complicate the possibility of constructive regional cooperation both in political and 

economic spheres, which in tum could have provided ground for the resolution of 

geopolitical conflicts. 

Inspite of the clear shift in US policy towards greater involvement in the 

Transcaucasus and the retreat of Russia's dominating power, the question of 

ethnopolitical conflicts remains unresolved. There is increasing talk about their solution 

of the Nagomo-Karabakh conflict as the construction of pipelines comes to an end and 

the first oil starts to flow to Europe. Some even hope to use the pipeline as the main 

bargaining chip to negotiate a peace between Armenia and Azerbaijan. For instance, John 

Maresca, formerly US negotiator for the conflict over Nagomo-Karabakh, proposed to 

build the so-called 'peace pipeline' through Armenia, which is not only economically the 

most efficient option but also politically important and may result in the final settlement 

of the conflict. However, such proposals are not popular in Baku and the current US 

backed plan is to build a Baku-Tbilisi-Ceyhan pipeline bypassing Armenia. The latter 

plan is certainly more acceptable to Georgia and Turkey, but threatens to leave Armenia 

isolated and pushes her into an ever closer alliance with Russia. 
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