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The current issue of Caucasus 
International (CI) features a 
range of perspectives on key 

developments in energy policy and 
security, in and around the Caucasus 
region. In the face of rising concerns 
over global energy security, particu-
larly in Europe, the Caucasus has 
attracted a great deal of attention. 
Pipeline politics are a central issue, 
and projects such as ITGI, TAP, Na-
bucco, SEEP and others have risen 
on the agenda. Numerous proposals 
have been discussed and debated at 
length, but arguably the most impor-
tant development was the intergov-
ernmental agreement on the trans-
Anatolian natural gas pipeline project 
(TANAP) signed between Azerbaijan 
and Turkey at the end of the June 
2012.  TANAP, set to be completed in 
six years time, will pump 16 billion 
cubic meters of gas annually from 
Azerbaijan’s Shah Deniz II field. 
Crucially, the agreement promises 
to breathe new life into bilateral re-
lations, and in this sense, Azerbaijan 
has hailed TANAP as the beginning 
of “ a new age of partnership.”

Meanwhile, subsequent develop-
ments make it clear that the old game 
of energy politics is continuing in the 
Caspian with a new set of “soft” and 
“hard” methods. The Caucasus is not 
only rich in natural resources; it also 
serves as a key energy corridor link-
ing Caspian resources to European 
and global markets. This strategic 
link increases the Caucasus’s capac-
ity to meet the demands of the Euro-

pean market, which in turn threatens 
the interests of other regional coun-
tries. 

The strategic topography of the Cau-
casus remains dynamic and unpre-
dictable, and the continuing contro-
versy around neighboring Iran risks 
jeopardizing the commercial interests 
of the Caucasus countries as well as 
other regional powers, in terms of the 
security of their exports and desire to 
serve as an energy hub for Europe. 
There are certain distinctions to be 
drawn when we are talking about en-
ergy security: for the EU, it is a matter 
of accessing energy while avoiding 
political pressure from Moscow. For 
the Caucasus, energy equates mainly 
to territorial integrity and security of 
political independence. These various 
nuances often create misunderstand-
ings. When leaders from the Cauca-
sus say, ‘we should play a significant 
role in European energy security’, 
they are making a demand - some-
times tacitly, sometimes more openly 
– for increased engagement by the 
U.S. and/or EU in the resolution of 
the region’s security problems. How-
ever, the increasing tensions between 
Azerbaijan and Iran, or the continued 
distrust between Russia and Georgia, 
along with the old, protracted con-
flicts in the Caucasus do not stem 
from energy disputes. Negotating 
energy strategies in an unstable or at 
least unpredictable political context 
remains a key challenge for govern-
ments and commercial entities alike. 
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This is why the Caspian energy strat-
egy must focus on creating an inter-
nationally competitive energy market 
offering quality service at low prices, 
enhancing the contribution of renew-
able and indigenous energy sources. 
This strategy must be founded on en-
hancing good relations between the 
countries in the Caucasus – or else, 
the region’s conflicts will be the de-
fining characteristic of all its bilateral 
and multilateral relations, commer-
cial or otherwise. 

Back in May 2012 when we first 
thought about producing an issue 
dedicated to energy, we anticipated a 
challenging and exciting project, and 
we have not been disappointed. Dur-
ing the three months spent working 
on this issue, we have been exposed 
to a wide range of ideas and discus-
sions, many of which use energy as 
a launch pad for analysis of related 
questions. We have received very 
valuable contributions on regional 
issues: the Iran’s nuclear program, 
Syria in crisis, and Russia’s attitude 
towards the Iranian nuclear program 
amongst others.

This issue does not claim to cover 
all aspects of the Caspian Energy 
‘Dance’; it certainly does not declare 
itself the last word on this topic. On 
the contrary, one of the key lessons 
from this collection of papers is that 
the policy imperatives are often per-
ceived quite differently from one ex-
pert to the next.

Given the importance and relevance 
of what is happening around the 
Syrian crisis, and considering Iran’s 
support for the Assad regime, Iran’s 
domestic and foreign policies are 
of increasing interest to academics, 
politicians and leaders. Thus we are 
enormously grateful for the valuable 
contribution by Meir Javedanfar, an 
Iranian – Israeli Middle East analyst 
whose piece examines instability in 
Syria in terms of Iran’s foreign and 
domestic policy challenges, arguing 
that if Assad falls, the replenishment 
of Hezbollah’s weapons will become 
much more difficult, thereby threat-
ening its military capacity. Javedan-
far argues that while Assad’s regime 
has provided political backing to Iran 
in Iraq against Saudi interests, if that 
regime falls, the next Syrian govern-
ment is much likelier to be pro-Saudi 
and quite possibly pro-American. A 
further argument is put as follows: 
“Once a potential ally, Turkey has 
become one of Iran’s strongest rivals 
in the region, mostly as a result of 
the events in Syria, though the Arab 
Spring as a whole has been damag-
ing to their relations.”  

To follow this compelling and for-
ward-looking analysis, Joshua W. 
Walker, Transatlantic Fellow at the 
German Marshall Fund of the United 
States, examines Azerbaijan’s geopo-
litical position in the wider neighbor-
hood, and argues that Eurasia’s future 
is likely to play out in and around 
Azerbaijan, for reasons that though 
independent of the Caspian’s energy 
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wealth, are nonetheless amplified by 
it. Walker puts forward the idea that 
the Arab Spring, having heightened 
sectarian tensions within and between 
Baghdad, Damascus, and Tehran, has 
forced all players to directly confront 
the sectarian realities of the region, 
and now Azerbaijan, Iran, and Tur-
key all face being dragged into rising 
sectarian tensions in the Middle East. 

Glen Howard, President of the 
Jamestown Foundation, examines 
the role of railways in the transform-
ing landscape of Eurasia, and argues 
that the Baku-Tbilisi-Kars (BTK) 
railway (projected completion date 
2013) symbolically illustrates the 
end of Russia’s traditional domina-
tion of railway transportation in the 
Caucasus. He discusses the idea that 
the BTK railway has attracted atten-
tion from Central Asian states inter-
ested in using the Baku railhead as an 
“iron gateway” to export their com-
modities and products to European 
markets.

As always, it is important to hear the 
official Azerbaijani position on the 
ongoing resolution process of the 
Nagorno-Karabakh conflict.  Elnur 
Aslanov, Chief of the Political Anal-
yses and Information Department at 
the Administration of the Republic 
of Azerbaijan posits that a central 
mechanism for the resolution of the 
Nagorno-Karabakh conflict is lack-
ing; the OSCE Minsk Group is meant 
to serve this purpose, but has so far 
been unable to secure a peace agree-

ment between the parties. Further, 
Dr. Aslanov demonstrates the enor-
mous economic benefits for the Cau-
casus region as a whole if the conflict 
is resolved under the terms the paper 
proposes.

Iranian foreign policy is increasingly 
under debate due to the growing ten-
sions around Syria, and especially 
the Iran-Israel animosity, all of which 
are increasingly relevant to the Cau-
casus region. In this context, we are 
happy to publish a piece by Trita Par-
si, Founder and President of the Na-
tional Iranian American Council, an 
expert on U.S.-Iranian relations, and 
author of recently published book A 
Single Roll of the Dice - Obama’s Di-
plomacy with Iran. Dr. Parsi argues 
that neither the latest attempt at talks 
nor Obama’s negotiations with Iran in 
October 2009 have exhausted diplo-
matic means, and that the collapse of 
the talks is not due to insurmountable 
differences between the two sides, 
but rather, the domestic political 
constraints that throughout Obama’s 
term have prevented the parties from 
making the compromises necessary 
for reaching a deal.

One of CI’s missions is to share the 
views of local authors and to encour-
age debate on regional and interna-
tional issues. Dr. Asbed Kotchikian, 
Professor of Bentley University in 
the U.S., offers an incisive analysis 
of the role of civil society in Arme-
nia and Georgia, which he wrote after 
visiting the region. Dr. Kotchikian ex-
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amines recent trends of civil society 
“(in)activism” in Armenia and Geor-
gia by focusing on the correlations 
between increasingly responsive (i.e. 
democratic) governments and the in-
tensity of activism that civil society 
groups have generated. Articles by 
two more authors, Onnik Krikorian 
and Ivlian Haindrava, provide further 
insights on key regional issues: Ar-
menia’s May elections and Georgia’s 
upcoming October elections. Onnik 
Krikorian, a freelance author based 
in Armenia, compares the recent 
elections with the previous ones, and 
analyzes in detail the importance of 
the May elections for the future of the 
current ruling party’s political image 
and the 2013 presidential elections.

Ivlian Haindrava, a well-known 
Georgian political analyst and Di-
rector of the South Caucasus studies 
program at the Republican Institute, 
discusses modernization in Georgia 
after the 2003 Rose Revolution. He 
provides both a historical analysis 
and illuminates the future activities 
of ruling party, in light of the upcom-
ing parliamentary elections in Oc-
tober. There is an ongoing debate in 
the region and internationally about 
President Saakashvili’s post-election 
strategy, particularly with regard to 
whether Georgia will stray from the 
path to true democracy. 

Returning to focus more narrowly on 
energy in the Caucasus, the current 
issue contains contributions by two 
regional experts, Dr. Elnur Soltanov, 

Assistant Professor at Azerbaijan 
Diplomatic Academy, and Gulmira 
Rzayeva, Research Fellow at the Ba-
ku-based think-tank, Center for Stra-
tegic Studies (SAM). Dr. Soltanov 
explains in detail Azerbaijan’s energy 
policy since independence, identify-
ing continuities and changes, and ar-
guing that Azerbaijan has been very 
careful to avoid antagonizing Russia 
and Iran while deepening ties with 
the West. Further, he posits, Azerbai-
jan has proven to be a reliable partner 
in energy deals, and in the direction 
of the West, Baku still has tried to 
diversify in terms of ownership and 
pipeline routes. Having successfully 
negotiated the transport of its oil to 
the open sea via Georgia and Turkey, 
Azerbaijan is trying to replicate this 
success in the natural gas market. 

In her turn, Rzayeva examines the 
complex and thorny questions sur-
rounding the signing of the Produc-
tion Sharing Agreement, completed 
with the aim of counterbalancing 
Russian dominance in the region 
and reducing the energy dependence 
of South East European and Balkan 
countries on the Russian monopoly.

The current issue of CI deals with 
various aspects of energy policy and 
strategy, and the effects. Radu Du-
dau, Associate Professor of Interna-
tional Relations at the University of 
Bucharest, discusses why Nabucco 
has failed, and argues that the South-
ern Corridor can still save the day, 
albeit with significantly less strate-
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gic clout than initially envisioned. 
In light of Turkey’s increasing role 
in the region, Professor Mert Bilgin, 
lecturer at the Political Science and 
International Relations Department 
of Bahçeşehir University, focuses on 
the emerging role of Azerbaijani gas 
in European energy security, with a 
particular focus on the impact of the 
TANAP project.  

The role of energy companies in this 
context is an interesting area, espe-
cially where large energy companies 
have influence on domestic policy. 
In this regard, Samuel Lussac, asso-
ciate researcher at the Centre Emile 
Durkheim at the Institute of Politi-
cal Science of Bordeaux, looks at 
the State Oil Company of Azerbai-
jan (SOCAR), and argues that the 
development of a Caspian energy 
transportation system has enabled 
SOCAR to secure its commercial po-
sition domestically and to expand re-
gionally. Further, he makes the claim 
that Azerbaijan’s regional influence 
is dependent on SOCAR’s business 
network, that energy is the country’s 
preferred tool for exerting political 
influence, and that its regional ex-
pansion helps Baku both to increase 
its revenues and to protect its vital 
interests. 

With a continued commitment to pro-
viding a global outlook on important 
regional developments, Caucasus 
International’s current issue looks 
at Russia’s position on the Iranian 
nuclear program, as well as Azerbai-

jan-Israel relations, a key issue in the 
context of Iranian regional policy. 

Vladimir Yevseyev, Director of 
the Public Policy Research Center 
in Russia, examines the situation 
around the Iranian nuclear crisis 
and assesses the possibility of its 
regulation based on an analysis 
of the talks held between the six 
world powers and Iran in Istanbul, 
Baghdad, and Moscow in 2012. 
Yevseyev emphasizes that the use 
of force against Tehran will not 
solve the problem, and that the 
simplicity of such an action is de-
ceptive. 

Experts and politicians are aware 
of the recent scandal that arose af-
ter a controversial article in the in-
fluential Foreign Policy magazine, 
and stirred a debate over whether 
Israel would use Azerbaijani ter-
ritory as a base for a possible air 
strike against Iran. Israeli analyst, 
Alexander Murinson, the author of  
“Turkey’s Entente with Israel and 
Azerbaijan: State Identity and Se-
curity in the Middle East and Cau-
casus”, explains the geopolitical 
and geostrategic roots of the Israel-
Azerbaijan partnership. He demon-
strates that Azerbaijan has gained 
special importance for Israel since 
Turkey, under the AKP, shifted 
its foreign policy from a strategic 
partnership with Israel to closer 
relations with Iran and Syria. Fur-
ther, the author elaborates on mili-
tary collaboration between the two 
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states, emphasizing that Israel is 
gaining an important customer in a 
critical region, which in turn opens 
up a real possibility that Azerbaijan 
will become a hub of Israeli pres-
ence in the Caucasus, on par with 
Georgia.

Since the publication of the last issue 
of CI, we have begun a special focus 
on academic publishing on the Cau-
casus region, and in every new issue 
we are compiling a review of recent-
ly published books about the region. 
The recent publications listed here 
offer insights on key regional issues, 
including such pressing matters as 
democratization, state rivalry, ethnic 
and territorial conflicts, and energy 
economics. Additionally, for the first 
time we are offering a book review 
- Senior Editor of CI, Hüsrev Tabak, 
has reviewed Taleh Ziyadov’s Azer-
baijan as a Regional Hub in Central 
Eurasia, which gives a fresh inter-
pretation of Eurasian geopolitics and 
the non-oil economic development of 
Azerbaijan.

At this juncture, I would like to give 
an update on recent developments 
in Caucasus International. On 28 
June, CI launched its first confer-
ence, entitled “Forging the Future of 
the Caucasus: Past 20 Years and Its 
Lessons”, jointly organized by the 
Center for Strategic Studies, Cauca-
sus International, and Turkish Policy 
Quarterly. Perspectives were shared 
by three panelists: Gerard Libaridian, 
historian and former senior advisor to 

the first president of Armenia (1991-
1997); Alexander Rondeli, President 
of the Georgian Foundation of Stra-
tegic and International Studies; and 
Rasim Musabeyov, Member of Par-
liament of Azerbaijan. The speakers, 
all prominent scholars with experi-
ence in policy making, shared their 
insights about the expectations for 
independence in the Caucasus, and 
the lessons learned over the years.

We are first of all grateful to Nigar 
Göksel at TPQ for helping make this 
important event happen, and for pre-
paring a report on this conference, 
which we hope to distribute with the 
next issue of CI. We are planning to 
launch further open debates, local 
and international conferences, and 
are open to all proposals. 

Another exciting development is our 
new essay competition for under-
graduate students. The competition 
aims to encourage ambitious and 
interested students, and to provide 
future leaders with the opportunity 
to demonstrate innovative thinking 
on pressing international issues. We 
will shortly announce the results of 
the first cross-border Essay Compe-
tition with Azerbaijani, Armenian, 
Georgian, Turkish and Russian par-
ticipants. 

Last but not least, we occasionally 
receive questions about our mission 
and our editorial independence. We 
are at the beginning of the road, and 
our aim is to serve as an independent 
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platform through which all parts of 
the Caucasus and the neighborhood 
can engage, and in each published ar-
ticle, authors demonstrate their opin-
ion freely. The journal is also in the 
process of redesigning its strategy, 
marked by our move to Istanbul. We 
are looking forward to the logistic 
improvements and increased out-
reach opportunities that lie ahead for 
us in Istanbul.

The current issue is the product of the 
hard work of our team members: in 
first place Celia Davies, editor and 
proofreader, who has put her all ef-
forts towards the final product, Hüs-
rev Tabak, a new member of CI fam-
ily whose experience has made him 
an important member of the editorial 
team, and as always Mahir Zeynalov, 
Gunel Ismayilzade and Lamiya Adil-
gizi, all of whom helped to man-
age the overall process. We are also 
grateful to Kamal Makili-Aliyev, 
who manages the digital publication.

We also would like to thank our read-
ers, from whom we have received 
several letters, critiques and sugges-
tions. We do not expect readers to en-
dorse all of the ideas and arguments 
contained within this issue, but we 
hold high our belief that Caucasus 
International is an important plat-
form that has the capacity to inspire 
intellectual debate within the region 
and beyond.

You can reach me personally at zaur.
shiriyev@cijournal.org; for general 

inquiries contact editor@cijournal.
org. Please also visit our websites: 
www.cijournal.org, www.cauca-
susinternational.com, where all ar-
ticles are now freely available. 

We always welcome your feedback, 
suggestions and constructive criti-
cism, and encourage proposals for 
international academic cooperation. 
We are also interested in receiving 
your feedback on the format of this 
quarterly edition. While many people 
have been involved in this issue of 
CI, I take personal responsibility for 
any errors.

As a further note, we are seeking 
representatives of Caucasus Interna-
tional in Armenia, Georgia, Iran and 
Russia. Interested persons can reach 
me personally at the address above.

Finally, on behalf of the CI team, we 
hope you enjoy this issue!

Zaur Shiriyev,
Editor-in-Chief,
Istanbul, Turkey 
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* Mr. Meir Javedanfar is an Iranian – Israeli Middle East analyst and author. Meir Javedanfar writes on a regular 
basis for The Diplomat and previously for the Guardian and Real Clear World. He is also the co-author of “The 
Nuclear Sphinx of Tehran – Mahmoud Ahmadinejad and The State of Iran”.

Meir 
Javedanfar* 

Instability 
in Syria: 
Iran’s domestic and 

foreign policy concerns

The article examines instability in Syria in terms of 
Iran’s foreign and domestic policy challenges, argu-
ing that if Assad falls, the replenishment of Hezbollah’s 
weapons will become much more difficult, threatening 

Hezbollah’s military stamina. From the Iranian perspective, what is certain 
is that this could seriously impede any plans which Iran has in terms of using 
Hezbollah as a second strike capability in case of an Israeli attack.

Further, the author presents two lines of analysis: first, Bahsar Al Assad’s re-
gime gave Iran political backing in Iraq against Saudi interests, but if Assad’s 
regime falls, the next Syrian government is much likelier to be pro-Saudi and 
quite possibly pro-American. Second, if Syria manages to overthrow Assad, 
should the economic deterioration in Iran continue unabated, Iranians can 
say: if the people of Syria could overthrow Assad, its possible for us to do the 
same with Khamenei’s regime.
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When it comes to the Arab 
Spring, the country that 
worries Iran’s leaders the 

most is Syria. 

The government of supreme leader 
Ayatollah Khamenei has well-found-
ed fears about the current uprising 
against the Assad regime in Syria, 
given the unique historical relation-
ship between Iran and Syria.

Since the beginning of Iran’s 1979 
revolution, only a tiny number of Ira-
nian tourists have visited places such 
as Tunisia, Egypt or Yemen, where 
the recent Arab Spring revolutions 
took place. Although relations with 
Moammar Qaddafi’s regime in Libya 
were good during the 1980s, only a 
small of Iranian government offi-
cials visited, and virtually no tourists. 
However, the same cannot be said for 
Syria. 

In Iran, All Politics is Local 

Since the beginning of the revolu-
tion, hundreds of thousands of aver-
age Iranians have visited Syria, from 
all strata of society. It is possible that 
this figure reached more half a mil-
lion. 

One reason for Syria’s popularity as 
a tourist destination has been the ease 
of travel. Syria has been one of the 
few countries in the world that does 
not require Iranians to obtain visas. 
Even Lebanon requires Iranians to 
obtain visas, despite the billions of 
dollars Hezbollah has received over 

the years. In fact, so many Iranians 
visited Syria that the Iranian govern-
ment decided to invest in several ho-
tels in Damascus.

The other is religious affiliation. The 
Encyclopedia Britannica describes 
Alawites as “any member of a mi-
nority sect of Shīʿite Muslims living 
chiefly in Syria”.1 In fact, the name 
Alawi is taken from the name of 
Imam Ali ibn Abi Talib, the first Shi-
ite Imam.

For many years during Saddam Hus-
sein’s rule, Iraq’s holy Shiite sites 
were out of reach to Iranians. As a 
result, many Iranian pilgrims went to 
the Sayede Zeynab shrine in Damas-
cus instead. This is the shrine where 
the daughter of Imam Ali, the first 
Shiite Imam is buried.  

Affordable tourism to Syria was also 
part of the Iranian government’s ef-
forts to strengthen ties with its people 
and its government. As the two were 
politically close, the Iranian govern-
ment encouraged many of its citizens 
to travel there, as a means of deep-
ening the sense of solidarity between 
the two countries and governments; 
for this reason, many such trips from 
Iran were subsidized. In the Muslim 
school (Martyr Mohammad Bagher 
Sadr 2) that I attended in Tehran dur-
ing 1984-85, the winner of the an-
nual Koran competition and his fam-
1 http://www.britannica.com/EBchecked/topic/12399/Alawite 

2 http://region2.tehran.ir/Default.aspx?tabid=252&ctl=viewde
tails&mid=699&CityInfoId=5725 
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ily were given a free trip to Syria. 
The same applied to many govern-
ment ministries and religious orga-
nizations, where many workers and 
members received subsidized trips. 
Some were sent by air, others were 
sent overland on buses via Turkey. 

Some actually continued to travel by 
bus despite the outbreak of civil war 
last year. This means of travel was 
only stopped after a number of inci-
dents in which Iranian pilgrims were 
kidnapped in Syria, in January 2012.3

The Iranian public’s special famil-
iarity with Syria has increased over 
the years also in light of the fact that 
many Iranians have worked in Syria 
in various sectors, including agricul-
ture, construction and the automotive 
industry. The Iranian government car 
producer Iran Khodro has one of its 
biggest foreign-based car production 
plants there. This means that thou-
sands of Iranian technicians and spe-
cialists have lived in Syria for some 
duration.

These ties mean that of all the nations 
in the region, the people of Iran best 
relate to the people of Syria. Further-
3 http://www.ynetnews.com/articles/0,7340,L-4184048,00.html 

more, the regimes have a number of 
distinct similarities, including their 
hostility to Israel, closeness to Hamas 
and strained relations with the West 
at various points.

Prior to the uprising in Syria, this 
closeness was a source of strength 
for the Iranian regime. It brought its 
public closer to a regime which had 
similar political views as well as a 
number of shared geo-strategic inter-
ests.

However, after the recent uprising, 
the Syrian connection has become a 
threat for the Iranian regime. The rea-
son for this is both simple and is of 
great concern to Ayatollah Khamenei: 
the people of Iran could see Assad’s 
fall as inspiration for a new domestic 
revolution. Should the economic de-
terioration in Iran continue unabated, 
Iranians could say: if the people of 
Syria were able to overthrow Assad, 
it is possible that we could do the 
same with Khamenei’s regime. 

This threat is the main reason Khame-
nei is helping Assad to crush the up-
rising at home. The Iranian regime 
wants to send an internal message 
along the lines that “if you dare fol-
low the example of the Syrian peo-
ple, expect to be crushed and killed 
as they are being.” By sending this 
message, Khamenei hopes to prevent 
any such uprising in his own country. 
To bolster this strategy, the regime 
has recently changed tactic, and as of 
June this year, has openly admitted 

The Iranian regime wants to 
send an internal message along 
the lines that “if you dare follow 
the example of the Syrian peo-
ple, expect to be crushed and
killed as they are being.”
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that its elite Revolutionary Guards 
Quds force is operating in Syria.4

Concerns for an Ally in Lebanon

For years Iran has used Syrian ter-
ritory to transfer heavy weaponry to 
Hezbollah, especially Hezbollah’s 

missile arsenal. The missiles were 
generally loaded onto Iranian ships 
or aircraft and offloaded on Syrian 
territory for land transfer to Hezbol-
lah via Syrian territory. 

The reason that these weapons are 
not transported directly to Lebanon 
and offloaded there is the presence of 
Sunni and Christian political forces 
in Lebanon, who are both opposed to 
the re-arming of Hezbollah. Any such 
effort by Iran could create domestic 
backlash against Hezbollah inside 
Lebanon. Furthermore, it would be 
easier for the United Nations’ Inter-
im Forces in Lebanon (UNIFIL) to 
confiscate arms inside Lebanon (in 
accordance to UN resolution 17015 
passed after the 2006 Israel – Hezbol-
lah conflict). Importing the weapons 
via Syrian territory makes it easier 
for Hezbollah to escape the UN’s at-
tention. 
4 http://www.entekhab.ir/fa/news/64625 

5 http://www.un.org/News/Press/docs/2006/sc8808.doc.htm 

If Assad falls, Hezbollah and Iran 
will be faced with a serious dilemma. 
In the event of a military strike by 
Israel against Iran’s nuclear instal-
lations, how can Hezbollah retaliate 
when it knows that its missiles arse-
nal cannot be replenished?  In the last 
Lebanon war of 2006, it has been re-
ported that within the first day of the 
conflict Israel destroyed all of Hez-
bollah’s long-range Zilzal missiles.6 
Although this was a significant blow, 
Hezbollah knew that they could be 
replaced in the future, and so contin-
ued to fight for another 33 days.

But if the Assad regime falls, the re-
plenishment of Hezbollah’s weapons 
will become much more difficult, 
which in turn would seriously reduce 
Hezbollah’s military stamina. This 
could seriously impede any plans 
which Iran has to use Hezbollah as a 
second strike capability in case of an 
Israeli attack. The reason being that 
any Israeli retaliation to a Hezbollah 
attack would not only damage its po-
litical standing in Lebanon, it could 
also leave it military weakened, sig-
nificantly and possibly permanently. 

In the knowledge that Hezbollah’s 
supply lines were cut off, Israel could 
engage Hezbollah in a long, drawn 
out war, likely forcing Hezbollah to 
ask for a ceasefire soon after the start 
of a conflict, having exhausted its 
arsenal of missiles and heavy weap-
6 ‘Zilzal’ or ‘Zelzal’ missile system was made available for sale 
by Iran in 1996. It had a length of 8.46 m and a diameter of 
0.61 m, with a launch weight of 3,545 kg. It carried its 600 kg 
warhead to a maximum range of 200 km (124 miles).

If Assad falls, Hezbollah and 
Iran will be faced with a seri-
ous dilemma.
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ons. This would damage the organi-
zation’s deterrence posture as well 
as its standing with its supporters. 
Meanwhile, its opponents in Leba-
non would likely use such a develop-
ment to their advantage by portray-
ing the organization as adventurous, 
weak, or irresponsible. None of this 
would serve Iran’s interests.  

Syria as a Front Line

For years Iran has used its relations 
with the Assad regime as an asset 
in its various confrontations with 
the U.S. and Saudi Arabia. If Assad 
falls, Iran would lose the support of 
Damascus in its struggle against U.S. 
and Saudi Arabia. This would have a 
number of serious repercussions. 

First and foremost, this would be a 
boost for Saudi Arabia at Iran’s ex-
pense. For years the Assad regime 
has helped Iran curtail Saudi influ-
ence in Lebanon, much to the Saudi 
government’s fury. 

Had it not been for Syria’s help, its 
very unlikely that Iran could have 
established Hezbollah at all, as the 
movement was established via the 
Iranian embassy in Damascus. The 
Iranian responsible for what is, ar-
guably, Iran’s biggest foreign policy 
success to date is Hojatoleslam Ali 
Akbar Mohtashamipour. An ardent 
reformist, Mohtashamipour has come 
under intense attack at home since 
the 2009 post-election uprising in 
Iran. However, in the early 1980s, it 
was his relations with Syria officials 

and more importantly his impressive 
organizational skills that enabled him 
to put build Hezbollah in Lebanon 
out of the embassy in Damascus. It 
must be highlights that Hezbollah is 
an organization that is not only close 
to Iran, but also recognizes Iran’s su-
preme leaders Khomeini and Khame-
nei as its Marja-e Taghlid (source of 
emulation). Without Syria’s help, it is 
very unlikely that Mohtashamipour 
would have succeeded, as Lebanon 
was at that point extremely hostile 
towards Iran and its local Shiites. 

Syria’s help did not end there; for 
years it backed Iran’s position against 
the Saudis in Lebanon, both politi-
cally and militarily as necessary. No-
table in this context is the assassina-
tion of the pro-Saudi former prime 
minister of Lebanon Rafiq Hariri in 
February 2005.

It would have been almost impos-
sible for Iranian-backed Hezbollah to 
assassinate Rafiq Hariri without Syr-
ian support, which was at least tacit. 
At the time of Hariri’s assassination, 
tens of thousands of Syrian soldiers 
were stationed in Lebanon. 

Lebanon’s security forces were in 
many cases run by, or certainly heav-

It would have been almost 
impossible for Iranian-backed 
Hezbollah to assassinate Rafiq 
Hariri without Syrian support, 
which was at least tacit.
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ily monitored by, Syrian intelligence 
organizations, both regular and mili-
tary. It would have been almost im-
possible for Hezbollah to plan such a 
sophisticated and complicated opera-
tion without the Syrians tacitly agree-
ing to turn a blind eye. This was a 
major factor, enabling Iran to remove 
a close friend and ally of Saudi Ara-
bia, Rafiq Hariri.  

Bashar Al Assad’s regime also gave 
Iran political backing in Iraq against 
Saudi interests. Although Prime Min-
ister Nouri Al Maliki is reported to 
have had very close relations with 
the government of Ayatollah Khame-
nei, he also enjoyed good relations 
with the Assad regime. Al Maliki’s 
relations with the Assad family date 
back to the two periods he lived in 
Damascus under the Assad regime: 
first between 1979 and 1982, fol-
lowing which he went to Tehran be-
fore returning to Damascus in 1990. 
He stayed there until the overthrow 
of Saddam’s regime in 2003. While 
there he served at a number of anti-
Saddam publications and organiza-
tions, which came at a cost to Saudi 
Arabia’s interests there. However, 
should Assad fall, Iran would lose 
Syria’s backing in Iraq. 

Assad also helped Iran to confront 
U.S. interests in the region. After the 
fall of Saddam Hussein Assad sup-
ported Iran’s position in Iraq, pro-
viding backing for Jihadi rebels who 
crossed Syrian territory into Iraq, 
where they attacked U.S. forces. 
By doing this, Assad helped Tehran 
achieve its goal of extracting a high 
military and economic price from 
Washington. The ultimate goal of 
this strategy was through sustained 
assaults on U.S. forces to reduce the 
U.S. population’s appetite for a pos-
sible military attack against Iran’s 
nuclear installations. 

In the event that the Assad govern-
ment falls, the next Syrian govern-
ment is much likelier to be pro-Saudi 
and quite possibly pro-American. It 
is also likelier to be anti-Iranian, due 
to Khamenei’s steadfast support for 
Assad. In this scenario, Iran would 
lose a key ally in its efforts to con-
front Saudi and U.S. influence in the 
Middle East.

A Turkish Threat

The Iranian regime does not want 
to see a strong Turkey in the Middle 
East, and if Assad falls, this is exactly 
what could happen. 

The split with Turkey over Syria 
has been terrible news for Ayatollah 
Khamenei’s regime. Gone are the 
days when the two governments en-
joyed good relations.

In fact, at one point, Turkey and Iran 

In the event that the Assad 
government falls, the next Syrian 
government is much likelier to 
be pro-Saudi and quite possibly 
pro-American.



 V
ol

.2
 • 

N
o.

2 
• S

um
m

er
  2

01
2

23 

were so close that on May 17 2010, 
Turkey, together with Brazil, put 
together a nuclear deal7 in order to 
transfer Iran’s Low Enriched Ura-
nium to Turkish soil, for eventual 
conversion to nuclear fuel. This deal 
was rejected because it contained a 
number of clauses that were unac-
ceptable to the U.S. Nevertheless, the 
fact that the Iranians were willing to 
work with Turkey on such a sensitive 
issue spoke volumes about the high 
level of trust they had in Turkey’s 
leadership.

Since then, relations between Ankara 
and Tehran have worsened consider-
ably. Once a potential ally, Turkey 
has become one of Iran’s strongest 
rivals in the region, mostly as a re-
sult of the events in Syria, though 
the Arab Spring as a whole has been 
damaging to their relations.

Since its inception in 1979, the post-
revolution Iranian government has 
spent billions of dollars on broad-
casting messages to the Arab masses 
in the Middle East claiming that its 
system of Velayet-e Faqih (rule of 
jurisprudence) is the most suitable 
model for them to follow. Not only is 
their model Islamic, declared Iran’s 
leaders, but this system also allows 
for public participation in politics 
through elections. Moreover, an Is-
lamic democracy working along these 
principles has the additional benefit 
of standing up to Israel and the West. 

7 Iran signs nuclear fuel-swap deal with Turkey, BBC, 17 May 
2010, http://news.bbc.co.uk/2/hi/8685846.stm 

This is one of the reasons the Iranian 
regime continues to spread its vehe-
mently anti-Zionist and even anti-
Semitic rhetoric. It does so because it 
believes that this is what the average 
Arab man or woman wants to hear, 
and that these messages will endear 
Iran to the region’s Arabs, eventu-
ally inspiring them to overthrow their 
leaders, and replace them with an Ira-
nian style system of governance. 

To its credit, Iran has had a number 
of successes: in Lebanon with He-
zbollah, in Palestine with Hamas, 
and also with some Shiite groups in 
post-Saddam Iraq. Iran’s soft power 
as well as its economic and military 
and economic assistance program has 
over the years brought these groups 
closer to Tehran. However, Iran soon 
saw that Turkey, under the ruling Jus-
tice and Development Party (AKP), 
was gaining political ground in the 
region.

First was the Mavi Marmara inci-
dent on May 31 2010, in which Is-
raeli commandos killed nine Turkish 
activists during a botched raid of MV 
Mavi Marmara, a former Istanbul 
passenger ferry owned by the Turk-
ish Humanitarian Relief Foundation 
heading to Gaza. On that day, two 
governments lost. One was the Israeli 
government, which was subjected to 
a storm of international criticism as 
well as an internal inquiry because of 
its botched takeover of the ship and 
the deaths of civilians who attacked 
Israeli soldiers. 
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The other loser was the Iranian gov-
ernment. Despite their having spent 
billions on Hamas, with a single 
act Turkey, stole Iran’s place in the 
hearts and minds of many Gazans. 
With the Mavi Marmara incident, 
Turkish Prime Minister Erdogan 
showed to the people of Gaza that he 
was ready to allow Turkish citizens 
to risk their lives in order to break 
the siege of Gaza. This act proved 
far more popular than Khamenei’s fi-
nancing of Hamas suicide bombings, 
which, although popular among some 
groups, brought misery for many Pal-
estinians in the form of Israeli retali-
ation. The other factor at play here is 
that despite his calls to oppose Israel, 
Khamenei has never sent Iranians 
to confront Israel in order to defend 
Palestinians against Israel’s policies. 
Instead he has relied on Palestinians 
and Lebanese to do the fighting. The 
fact that Erdogan demonstrated such 
unambiguous support to the victims 
and passengers of the Mavi Marmara 
showed that Turkey was willing to go 
a step further and risk the lives of its 
citizens. More importantly, the Mavi 
Marmara incident forced the Israeli 
government to ease the Gaza siege. 
This lies in direct contrast to the fall 
out of Iran’s support for Hamas sui-
cide bombings, which made the lives 
of many Palestinians more difficult, 
due to increased Israeli restrictions.

The incident was followed a year lat-
er by the Arab Spring. Despite having 
spent billions over the years on a pro-
paganda campaign to win the hearts 
and minds of Arabs, much to Iran’s 
amazement and disappointment, no-
body wanted Iran’s system of Velay-
et-e Faqih. What they wanted instead 
was the Turkish style of democracy, 
where Islamic parties can partici-
pate in politics in accordance to the 
wishes of the people - not the Iranian 
Islamic system, under which people 
are increasingly disenfranchised, and 
it is the government that decides who 
stays in office. 

What made the Turkish system even 
more appealing is the fact that unlike 
Iran, Turkey is not internationally 
isolated, and its economy is boom-
ing.

Today, the overwhelming majority 
of the Arab world opposes Bashar Al 
Assad’s regime in Syria, and its re-
sponsibility for the deaths of tens of 
thousands of innocent Syrians. To the 
Arab world, Iran is with Assad, and 
Turkey is against him. For now, this 
is bolstering Turkey’s position and 
national image in the Arab world. 
Things will get far worst for Khame-
nei if Assad actually falls. In such a 
scenario - which is increasingly like-
ly - Turkey will not only enjoy greater 
popularity in the Arab world, it will 
probably have very close military, 
diplomatic and economic relations 
with the new Syrian government. 
Unless Khamenei changes course 

What is even worse for Khamenei 
is Turkey’s increasing popularity 
in Iran.
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and switches sides soon, the reverse 
will happen with Iran’s bilateral ties 
with post-Assad Syria.  

In this case, a strong Turkey could 
also start to challenge Iran’s influ-
ence in Iraq. What is even worse for 
Khamenei is Turkey’s increasing 
popularity in Iran. Increasing num-
ber of Iranians are looking to their 
north-western neighbor with deep 
envy. Amir is one of many middle-
class Iranians who strongly admire 
the Turkish model of governance and 
look at their neighbor’s international 
standing with envy. “When I was in 
Turkey years ago they didn’t even 
have color photography.” said Amir, 
a resident of Tehran, to a PBS Teh-
ran Bureau correspondent. “But look 
at how powerful they have become 
now. They are even part of NATO. 
But our country is faced with a stag-
nating economy that is becoming 
more and more isolated.” 8

In the event that Assad falls, and 
Turkey gains regional popularity, it 
is likely that increasing numbers of 
Iranians will want the same system 
for their own country, one which is 
democratic and has good relations 
with the West. To Khamenei, both 
concepts would pose an existential 
threat to his regime. 

8 Iranians Watch as Country’s Economy Withers, 
h t t p : / / w w w . p b s . o r g / w g b h / p a g e s / f r o n t l i n e /
tehranbureau/2012/07/dispatch-iranians-watch-as-countrys-
economy-withers.html
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This article presents Azerbaijan, a post-Soviet state 
known for its oil and gas wealth, as subject to mis-
conceptions by the West. The author explains three el-
emental tendencies that accentuate the pivotal nature 

of Azerbaijan’s geographic position: infused with Iranian culture, ethnically 
and linguistically Turkic, and historically part of the Russian, then Soviet 
empires. Eurasia’s future is likely to play out in and around Azerbaijan for 
reasons that are independent of the Caspian’s energy wealth but are amplified 
by it.

Further, the author looks at Azerbaijan’s neighborhood, and examines its 
geopolitical position, concluding that investment and trade between Azer-
baijan and Turkey - while promising - should not come at the expense of 
further regional integration, given the relative decline of the West versus the 
rise of the East in the 21st century. The desire for 360 degrees of “strategic 
depth” in both Ankara and Baku reflect pragmatic calculations and hedging 
about Western commitments to the region. Tracing developments in Azerbai-
jan’s near-abroad, starting with Turkey and its traditional Western allies in 
America and Europe, then moving to its neighbors in the post-Soviet space 
and the Middle East, this piece outlines the global changes in geopolitics, 
economy, and energy that have presented Baku with complex challenges as 
well as opportunities.
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Few geographies are as critical-
ly important yet understudied 
as the region surrounding the 

Republic of Azerbaijan. Most ana-
lysts focus on Azerbaijan’s status as a 
critical mid-sized energy power con-
nected to world markets, and increas-
ingly to Europe, through important 
pipeline systems. Indeed, energy is 
the principal reason that most gov-
ernments and corporations pay atten-
tion to Azerbaijan.

Energy wealth in today’s world is 
enough to generate almost univer-
sal interest.  Indeed, without energy 
the small Caucasian state of Azer-
baijan would likely have been an af-
terthought in the post-Soviet space: 
deep in the shadow of the Christian 
civilizations of Georgia with its com-
pelling cultural attachments to Eu-
rope, and Armenia with its engaged 
and influential political diaspora on 
both sides of the Atlantic.

But Azerbaijan is much more than an 
energy hub. It is a junction of power-
ful cultural forces where old empires 
overlap and modern states compete, 
of ambition and energy, both figura-
tively and literally.  Azerbaijan is the 
sum of three elemental tendencies 
that accentuate the pivotal nature of 
its geographic position: it is infused 
with Iranian culture, ethnically and 
linguistically Turkic, and histori-
cally part of the Russian, then Soviet 
empires. Eurasia’s future is likely to 
play out in and around Azerbaijan for 
reasons that while independent of the 

Caspian’s energy wealth, are none-
theless amplified by its presence. 

Misunderstood & Underappreciated 

As a new partner of the West, Azer-
baijan has been seeking the role of 
bridge and crossroads with Eurasia, 
much like Turkey in the early 1990s. 
However, Baku’s aspiration is just as 
dependent on cordial neighborly rela-
tions and Transatlantic affiliations as 
it is on its energy reserves, rhetoric 
and regional context. Azerbaijan is 
not destined to follow the examples 
of Singapore, Qatar, or the UAE, 
considering its unique history as a 
Post-Soviet Muslim-majority and 
secular state in a difficult geography. 
Azerbaijan has historically valued its 
independence over any affiliations or 
alliances, but at this stage, the need 
for stronger transatlantic engagement 
region and for Baku to play a more 
constructive role in a challenging en-
vironment has never been more ur-
gent. Therefore, as Baku continues to 
cultivate relationships with its neigh-
bors, Organization of Islamic Con-
ference state members, and the West 
throughout the geopolitical landscape 
of Eurasia, Azerbaijan can no longer 
be seen as a means to an end for for-
eign policy initiatives. 

From Baku’s vantage point, its stra-
tegic arena is increasingly complex 
and worrisome, if not threatening. To 
the north, Russia offers a lethal cock-
tail of dysfunctional politics, official 
corruption, economic torpor, regional 
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fissures and ethnic shifts—all within 
the cone of a demographic death spi-
ral, powered by resentment at having 
lost an empire and unrequited imperi-
al ambition.  Russia has never lost its 
appetite for its former Caucasian pos-
sessions.  Its wars in the North Cau-
casus, its attack on Georgia in 2008, 
and efforts to impede a settlement be-
tween Azerbaijan and Armenia over 
Nagorno-Karabakh as a means of 
increasing its own regional influence 
and blocking Azerbaijan’s access to 
Turkey together illuminate Russia’s 
strategic design.  For Russia, Azer-
baijan is the key to this region.

To the south, Iran is on the cusp of 
international conflict.  Azerbaijan 
shares a 700 kilometer border with 
Iran, and according to some esti-
mates, up to 25 percent of Iran’s pop-
ulation are ethnic Azerbaijanis. Ira-
nian mullahs of Azerbaijani descent 
have made Baku a special target, as 
the majority of Azerbaijani Mus-
lims are Shiite, and Iranian authori-
ties have never made a secret of their 
disdain for Azerbaijan’s indepen-
dence.  Their strategies will resonate 
in Azerbaijan to the extent that Baku 
is failing to anchor its citizens in a 
more powerful and compelling set of 
national values. A destabilized Iran, 

whether as a result of internal revo-
lution or external attack, will pose a 
special range of challenges for Azer-
baijan.  It is implausible to imagine 
that Azerbaijan can avoid being af-
fected by the resulting turmoil, and 
therefore it is in the West’s interest 
to assist Azerbaijan in advancing in-
oculations of strong civil society an-
tibodies. In fact, there is every reason 
to believe that a stable Azerbaijan 
with political, economic, and military 
links to the West can serve as a mod-
el for post-conflict Iran, as well as a 
conduit for Western values and ideas.

Turkey represents a counterforce to 
Iran, serving as an important influ-
ence preventing Azerbaijan from 
slipping into Iran’s orbit.  Its links 
to Azerbaijan have grown steadily, 
based on common ethnic and linguis-
tic foundations, and there are grow-
ing economic, social, educational, 
political and military ties. Major en-
ergy pipelines connect the two.  For-
mer Azerbaijani President Abulfaz 
Elcibey may have struck close to the 
mark when he spoke of Azerbaijan 
and Turkey as “one nation with two 
states.”  Turkey’s support for Azer-
baijan against Armenian claims on 
Nagorno-Karabakh has been con-
stant. However, the Arab Spring, and 
particularly turmoil in Syria, have 
exposed institutional weaknesses 
in Turkish foreign policy that could 
eventually affect a range of Turk-
ish interests, including Azerbaijan. 
Given personal differences between 
leaders in Ankara and Baku, simple 

A destabilized Iran, whether as 
a result of internal revolution 
or external attack, will pose a 
special range of challenges for 
Azerbaijan.
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ethnic brotherhood cannot paper over 
significant differences in worldviews. 
And Europe, reluctant to give Turkey 
traction toward full membership, will 
miss a singular opportunity to pull 
Azerbaijan into its embrace.  

Interlinkages of a Deadly Triangle

Born into a triangle of great power 
politics, Azerbaijan’s twenty years 
of independence has largely focused 
on balancing the competing interests 
of its larger neighbors. However, the 
interlinkages between these regional 
powers and Azerbaijan’s own na-
tional interests have resulted in an 
extremely complex, chronically un-
derstudied and, as such, misunder-
stood set of dynamics.

Within a Western-led world, states 
such as Turkey simply followed 
the lead of its transatlantic allies 
in isolating and containing Iranian 
or Russian interests in the region. 
However, with the dissolution of the 
Soviet Union, Turkey has begun to 
transform its relationship with Rus-
sia from enemy state to rival region-
al power. Similarly, until recently, 
Iranian-Turkish relations seemed 
to be following a distinctly differ-
ent track than Ankara’s Western al-
lies. While Iran, Russia, and Turkey 

have worked to maintain normal and 
pragmatic relations, their competing 
interests in the mutually shared ar-
eas of their near-abroad are leading 
to tense relations.

The history of Turkish-Russian an-
tagonism makes the present state 
of Turkish-Russian relations truly 
remarkable. While they may not 
seem as promising as Turkish-Arab 
or Turkish-Turkic relations, they 
are far more significant in that they 
offer a pragmatic starting point for 
an Ankara that no longer considers 
Europe its exclusive anchor. Given 
the deep ambivalence felt by both 
Ankara and Moscow towards Eu-
rope and the West more broadly, the 
warm relations between Russia and 
Turkey point towards a pragmatic 
partnership to ensure a more multi-
polar and Eurasian world order. By 
minimizing its rivalry with Russia 
in the Balkans, Caucasus, and Cen-
tral Asia, Turkey has neutralized its 
greatest immediate threat without 
fully eliminating it. Unlike Turkey’s 
re-orientation towards its immedi-
ate southeastern neighborhood, An-
kara’s future with its northwest re-
mains far from certain. Ethnic ties, 
frozen conflicts, and secessionist 
movements all represent flashpoints 
for domestic politics that will con-
tinue to dictate a cautious and prag-
matic embrace of Russia.

Turkish-Iranian relations have tra-
ditionally been strained in regard 
the two questions at the heart of 

Turkey represents a counter-
force to Iran, serving as an im-
portant influence preventing 
Azerbaijan from slipping into 
Iran’s orbit.
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Turkey’s security dilemma: politi-
cal Islam and the Kurdish question. 
Turkey is very sensitive towards 
Iranian attempts to “export” the Is-
lamic revolution. Turkish-Iranian 
competition in the Caucasus, along 
with Iran’s accusations that Turkey 
is inciting separatism amongst its 
Azerbaijani minority and harbor-
ing violent opponents to the Iranian 
regime, also burden relations. But 
over the last decade this dynamic 
has visibly changed, with deepen-
ing energy ties, burgeoning bilateral 
trade and intense social contact be-
tween Turkey and Iran. 

Improving Turkish-Iranian ties ex-
plain Turkey’s position on the Ira-
nian nuclear question, which has 
confounded the West in recent 
years. Turkey simply did not feel 
as threatened by Iran’s nuclear pro-
gram as its partners in the West, in 
the same way that it has not felt di-
rectly threatened by Israel’s nuclear 
arsenal. Yet Turkey does seem con-
cerned about a nuclear arms race in 
the region. Thus, Turkey is calling 
for a nuclear-free region and yet ob-
jections to sanctioning Iran, which 
would hinder burgeoning commer-
cial relations with its neighbor with-
out bringing a nuclear-free Middle 
East any closer.  

The historical rivalry between the 
Ottoman and Safavid successor 
states in Turkey and Iran respective-
ly has only increased in the wake of 
the Arab Spring, as both regional 

powers try to position themselves in 
the context of weakened states and 
regimes.  Yet rather than simply be-
ing a proxy of the West against Iran, 
Turkey has pursued its own pragmat-
ic agenda. Turkey did not transform 
itself from a defeated post-Ottoman 
Empire state to a flourishing market-
based Muslim-majority democracy 
overnight; this has been almost a 
century in the making. The lessons 
learned and the opportunities of-
fered by Turkey are unique, yet it is 
still being presented as a “model” 
for neighboring countries. 

Unlike its regional power neighbors 
in Iran, Russia, or Saudi Arabia, 
which actively supported counter-
protest movements in order to de-
flect attention away from their own 
domestic shortcomings throughout 
the “Arab Spring”, Turkey’s vibrant 
civil society, and the skillful judg-
ment of its leaders, nudged Ankara 
onto the side of the Arab street even 
at the expense of investments made 
with previous regimes. Given Tur-
key’s economic success and demo-
cratic character in a Muslim context, 
Ankara’s courtship of the newly 
emerging democracies and regimes 
in its neighborhood has shown 
great promise. But its potential has 
not come to full fruition. While 
talk about the “Turkish model” has 
spread, Ankara has found itself sur-

Turkey is very sensitive towards
Iranian attempts to “export” the
Islamic revolution.
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rounded if not overwhelmed with in-
creasing political and security chal-
lenges, casting a long shadow over the 
fulfillment of its regional ambitions.1

Strategic Balancing Act

At a stage in which Turkish-Israeli 
relations have reached all-time lows, 
Azerbaijani-Israeli cooperation in 
defense, education, and intelligence 
spheres has reached new highs. On 
the frontline of Iran’s activism and 
interference, escalations between 
Tehran and Jerusalem are inevitably 
felt first in Baku. Heightened Israeli-
Iranian tensions over Iran’s nuclear 
program that resulted in attacks on 
Israeli diplomatic missions in Bang-
kok and New Delhi, and Tbilisi have 
also resulted in attempted assassina-
tion plots against Israeli targets in 
Baku that were thwarted by the Min-
istry of National Security of Azerbai-
jan. Taken in combination with the 
Israeli government’s leak of infor-
mation that Azerbaijan was buying 
$1.6 billion worth of weapons, Baku 
faces increased pressure from an agi-
tated Iranian regime that is struggling 
under unprecedented international 
sanctions.

Furthermore, as cooperation between 
Israel and Azerbaijan increases, so 
does Iran’s contempt for this relation-
ship.  Israel is Azerbaijan’s second 
major export partner and fourth ma-
1  See Joshua W. Walker Staying Above the Middle Eastern 
Fray: Turkey’s Sectarian Temptations http://www.gmfus.org/
archives/staying-above-the-middle-eastern-fray-turkeys-
sectarian-temptations

jor trade partner overall.2  While the 
Iranian government has stopped short 
of declaring war on Azerbaijan, it has 
made sure that its anger is manifest, 
through its espionage and attempts at 
terrorist attacks within the country. 
After last summer’s attempts by Ira-
nian agents to kill Israeli diplomats in 
Baku, the Ministry of National Secu-
rity of Azerbaijan recently uncovered 
a plot to carry out an attack during the 
Eurovision song contest, held in Baku 
in May.  The suspects were thought to 
have lived and trained in Dagestan, a 
Russian province that shares a border 
with Azerbaijan.  Previous Dagestani 
terrorists have had links to Iran, and 
therefore blame and suspicion have 
once again been directed towards 
Tehran.3 Even in its economic claims 
Iran has become more ambitious in 
relation to its drilling interests in the 
Caspian Sea, to the point where Iran 
might eventually challenge Azer-
baijan’s territorial claims.  As a tell-
ing sign of these circumstances, the 
Azerbaijani-Israeli weapons deal in-
volved the purchase of anti-ship mis-
siles by Baku for the first time.

Iran’s regional influence has been 
curbed by its falling out with Tur-
key over Ankara’s decision to host 
NATO radar sites and, more im-
portantly, over the ongoing crisis in 
2  http://trade.ec.europa.eu/doclib/docs/2006/september/
tradoc_113347.pdf

3 Sultanova Aida. “Azerbaijan: 40 Arrested in Eurovision 
Terror Plot.” Yahoo! News. Yahoo!, 30 May 2012. Web. 15 
June 2012. <http://news.yahoo.com/azerbaijan-40-arrested-
eurovision-terror-plot-124952624.html>.
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Syria, where Assad has been a loyal 
ally since ignoring advice from An-
kara and facing international isola-
tion. Given the estimated quarter of 
the Iranian population that is of Azer-
baijani origin, Tehran, like Ankara, is 
affected by decisions and pronounce-
ments issued from Baku. However, 
given this domestic factor, in addi-
tion to Azerbaijan’s close relation-
ship with Israel, Baku is also among 
the first targets of Tehran without se-
curity guarantees from the West, un-
like Israel or Turkey.

The darkest shadow over the strate-
gic triangle of Baku’s neighboring 
great powers (Iran-Russia-Turkey) 
is cast by Moscow. Having emerged 
from the Soviet Union with a healthy 
appreciation for Russian culture, lan-
guage, and power, Baku has walked 
a fine line between compliance and 

defiance in its evolving relation-
ship with Moscow. In the aftermath 
of 2008 Russia-Georgia War, many 
post-Soviet states saw this move as 

a sign of the Kremlin’s neo-imperial 
ambitions and were forced to reeval-
uate their relations with Russia. 

For Baku the invasion of Georgia 
raised the question of possible Rus-
sian intervention on behalf of Ar-
menia if Azerbaijan tried to reclaim 
its disputed territories by military 
force.  For this reason, recent reports 
that Russian fighter jets in Armenia 
have increased training flights were 
viewed through this prism.  There-
fore, Russia’s leverage over Azerbai-
jan, particularly in regard to the Na-
gorno-Karabakh conflict, is of partic-
ular concern to Baku.   Consequently, 
the Nagorno-Karabakh dispute and 
the possibility of renewed hostilities 
limits the scope of Azerbaijan’s for-
eign policy, obstructs its integration 
with the transatlantic community, 
and makes it vulnerable to increasing 
Russian influence in the region.  

As demonstrated most recently by 
U.S. Secretary of State Hillary Clin-
ton’s visit to the region on the eve 
of renewed violence between Ar-
menia and Azerbaijan, the U.S. re-
mains a critical player, even if it is 
not involved on the ground.  Clinton 
made a point of remaining neutral 
on the topic, expressing her deep re-
gret over the senseless violence and 
deaths caused by the ongoing Nago-
rno-Karabakh conflict.  For the U.S., 
Azerbaijan is critical in that it is one 
of Israel’s most important economic 
allies in the region; however, the U.S. 
must remain sensitive to the large and 

Israel is Azerbaijan’s second 
major export partner and fourth 
major trade partner overall.

For Baku the invasion of Geor-
gia raised the question of pos-
sible Russian intervention on 
behalf of Armenia if Azerbaijan 
tried to reclaim its disputed ter-
ritories by military force.
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influential Armenian diaspora living 
within its borders.  Therefore, it is 
important that the U.S. act as an hon-
est broker between the two countries, 
much in the way it has tried to act as 
an intermediary between Turkey and 
Armenia.  

The complexities and internal con-
tradictions of the region, as opposed 
to a lack of sincerity on the part of 
any political leadership, have proven 
untenable slogans such as Turkey’s 
“zero problems with neighbors”. 
Azerbaijan, Iran, and Turkey now all 
face the danger of being dragged into 
rising sectarian tensions in the Mid-
dle East. The Arab Spring, which has 
heightened sectarian tensions within 
and between Baghdad, Damascus, 
and Tehran, has forced all players to 
directly confront the sectarian reali-
ties of the region.

Conclusion

Azerbaijan faces difficult challenges 
in the areas of governance, civil so-
ciety and democratic development, 
each of which must be addressed if 
Baku is to maintain its delicate bal-
ancing act amid these powerful in-
terests and states. But it also boasts 
important strengths and instincts.  A 
strong sense of national identity, as 
well as its historic tradition of Is-
lamic modernism, has so far been 
a barrier to the inevitable inflow of 
radical Islamist ideas, though this re-
mains a constant worry.  It actively 
seeks to deepen ties with Europe and 

the United States, despite the fact 
that both parties are often distracted. 
The announcement that Washington 
has nominated Ambassador Richard 
Morningstar to Baku is an encourag-
ing sign, but must also entail closer 
cooperation.

Increasing levels of cooperation, in-
vestment, and trade between Azerbai-
jan and Turkey are further promising 
signs; on the other hand, these should 
not come at the expense of further 
regional integration. Given the rela-
tive decline of the West versus the 
rise of the East over the 21st century, 
the desire for a 360-degree vision of 
“strategic depth” on the part of both 
Ankara and Baku reflects pragmatic 
calculations and hedging about West-
ern commitments to the region. Trac-
ing the developments in Turkey’s in-
ternational relations, starting with its 
traditional Western allies in America 
and Europe and then moving to its 
neighbors in the post-Soviet space 
and the Middle East, allows one to 
further appreciate the significance of 
global changes in geopolitics, econo-
my, energy, and human mobility that 
have presented Turkey with complex 
challenges as well as opportunities.  

Amidst this changing reality, it is 
now the case that Azerbaijan’s young 
professionals can be found in most 
Western and Asian capitals and uni-
versities, and its cadre of profession-
al diplomats, educated increasingly 
at the globally-linked Azerbaijan 
Diplomatic Academy. Given the dy-
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namic changes occurring throughout 
Azerbaijan’s neighborhood both with 
the color revolutions that originally 
swept the post-Soviet space and most 
recently in the Arab world, Baku 
stands at a historic crossroads. Azer-
baijan sits between two geopolitical 
regions: to its west, one characterized 
by democracy, and to its north, east 
and south, one with very weak de-
mocracies or authoritarian regimes. 
As a neighbor of powers such as 
Iran and Russia, both of which of-
fer alternative paths to development 
and promote alternative understand-
ings of democracy, as well as Turkey, 
which continues to require the sup-
port of its EU and U.S. partners if its 
own democracy is to consolidate and 
develop in a liberal manner, Azerbai-
jan has been watching the revolution-
ary movements sweeping the Middle 
East with little enthusiasm. Fearing 
spillover and a loss of primacy as the 
region reshapes itself, Baku is hoping 
that it can shape rather than react to 
these developments. 

Azerbaijan’s growing sense of self-
confidence should not detract from 
the larger, sobering reality.  Azerbai-
jan’s neighborhood is increasingly 
dangerous and unstable, and many of 

the most potent political, economic 
and cultural dynamics intersect at 
this small Caucasian country.  This 
has led Azerbaijan to increase its mil-
itary budget by a significant amount 
over the past few years (the increase 
from 2010-2011 was 89% or, an im-
pressive $1.187 billion).4  The 2012 
proposed budget shows another in-
crease.5  It is hard to imagine where 
modest investments from the West 
that reaffirm Azerbaijan’s inclina-
tion and predispositions might pay 
a larger dividend, nor where failure 
to do so could have more extended 
consequences. The importance of 
Azerbaijan and its geography’s to the 
West goes well beyond oil and gas. 
Put another way, it’s about a lot more 
than energy in Azerbaijan these days.

4 Abbasov, Shahin. “Azerbaijan: Baku Embarks on Military 
Spending Surge, Seeking Karabakh Peace.” EurasiaNet.
org. N.p., 22 Oct. 2010. Web. 15 June 2012. <http://www.
eurasianet.org/node/62223>.

5 “News.Az - Your Window to the Region.” News.Az. N.p., 
12 Oct. 2011. Web. 15 June 2012. <http://www.news.az/
articles/46508>

Azerbaijan’s neighborhood is 
increasingly dangerous and un-
stable, and many of the most po-
tent political, economic and cul-
tural dynamics intersect at this 
small Caucasian country.
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The New Iron 
Silk Road: 

The Baku-Tbilisi-Kars Railway

The article examines the role of the railways in the 
transforming landscape of Eurasia, and argues that the 
Baku-Tbilisi-Kars (BTK) railway, which has a project-
ed completion date of 2013, symbolically illustrates the 

end of Russia’s traditional domination of railway transportation in the Cau-
casus. Pursuant to this, the author argues that for Azerbaijan, the BTK rail-
way connecting Georgia, Azerbaijan and Turkey as part of a future Caucasus 
common market will solidify Baku’s importance as a Caspian trade hub, and 
strengthen its relations with Central Asian countries.  

Further, the author emphasizes that the BTK railway has attracted the inter-
est of Central Asian states interested in using the Baku railhead as an “iron 
gateway” for the export of their commodities and products destined for Eu-
ropean markets.  Of these, Kazakhstan is taking the biggest steps to enhance 
its own energy export economy, and is interested in the project serving as a 
trans-Caspian linkup for its oil exports. The railway will provide Kazakhstan 
with direct access to the European Union for its oil and agricultural exports 
for the first time.
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Railways have historically 
transformed the strategic 
landscape of Eurasia. From 

the Caucasus to Central Asia, 
railways in the 19th century were seen 
as the spearheads for competition 
and influence between Russia and 
Britain in the rivalry known as the 
Great Game. The Baku-Tbilisi-
Kars (BTK) railway is no different. 
The transcontinental railway is 
speeding toward completion and 
will be fully operational sometime 
in 2013, ending the century-long 
Soviet and then Russian domination 
of regional rail transportation.  Once 
built, the BTK railway will be the 
first region-wide East-West railway 
from the Caucasus to Turkey, and 
promises to revolutionize trade 
and transportation ties between the 
Caucasus and Europe. In short, it 
will become Azerbaijan’s “Iron Silk 
Road”, securing greater commercial 
ties with wider Europe. 

Geopolitically, the railway is 
significant because it marks the end 
of Russia’s domination of the railway 
network across the Caucasus.  For 
nearly a century, Kremlin planners 
developed the Caucasus railway 
network along a North-South axis, 
aimed at integrating Georgia, 
Armenia and Azerbaijan into a 
Russian/Soviet economic sphere of 
influence.  By building a railway 
that runs along an East-West axis 
that also partially adopts a European 
standard rail gauge line, Azerbaijan 
and Georgia are signaling that their 

economic future lies with the Euro-
Atlantic community.  The BTK 
railway will become a key artery for 
exports from the oil-rich Caspian 
Sea region and shorten the transport 
time and distance for Chinese goods 
routed through Turkey toward 
European markets. Moreover, with 
the completion of Turkey’s Marmary 
rail tunnel underneath the Bosporus, 
from 2013, trains leaving Baku 
will be able to reach London and 
Paris, which is truly a revolutionary 
development in land transportation 
engineering on par with the Baku-
Tbilisi-Ceyhan pipeline. 

For Azerbaijan and Georgia, a railway 
connecting Georgia, Azerbaijan and 
Turkey as part of a future Caucasus 
common market will solidify Baku’s 
importance as a Caspian trade hub, 
and further strengthen its relations 
with Central Asia. The railway will 
form the nexus for a regional rail 
network, transporting cargo from 
China to European markets, serving 
as Azerbaijan and Georgia’s window 
into Europe. It will also complement 
the existing Russia-linked Trans-
Siberian railway that serves as an 
important overland corridor for trade 
between East Asia and Europe. 

Geopolitically, the railway is
significant because it marks the 
end of Russia’s domination of 
the railway network across the 
Caucasus.
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For Turkey, the new Iron Silk Road 
plays a key role in revitalizing its 
eastern city of Kars, its eastern 
gateway to the Caucasus.  The arrival 
of the BTK is revitalizing Kars with 
a commercial vibrancy not seen 
since the days of the ancient Silk 
Road when it was used by Central 
Asia caravans as a transit point for 
overland trade routes to Europe and 
the Mediterranean.  Directly south 
of Kars is the ancient Silk Road city 
of Ani, a staging post and banking 
center known as the city of “1001 
churches.”  Kars has long been an 
imperial outpost delineating the 
frontiers between Tsarist Russia 
and Ottoman Turkey. Subjected to 
numerous Russian sieges and battles 
during the 19th century, Kars is now 
looking to restore its commercial 
prominence with the construction of 
the BTK railway. The mayor of Kars 
told National Geographic magazine 
that the railway would transform 
Kars into a city “important in the 
world’s eyes.”1 

For Azerbaijan and Georgia, the 
railway represents their common 
effort to work together to build 
closer transportation links to Turkey, 
and step-by-step chip away at the 
economic isolation of the Caucasus.  
Oil-rich Azerbaijan is using its 
growing economic and financial clout 
to fund the bulk of the costs of the $850 
million project. The BTK railway 
project further signifies Azerbaijan’s 
1 Brett Forest, “The New Silk Road, National Geographic, 
August 2010.

aspiration to see the South Caucasus 
integrated with European markets – 
it will be able to transport 17 million 
tons of cargo per year, as well as 
two million passengers. Writing in 
the Jamestown publication Eurasia 
Daily Monitor, Azerbaijani analyst 
Yashar Aliyev, quoting Azerbaijan’s 
former Ambassador to the United 
Nations, noted that “the BTK project 
is an important part of the East-
West transport corridor that will be a 
guarantor of sustainable development 
and security in the South Caucasus 
and Eurasia as a whole.”2  

Meanwhile, Armenia’s annexation of 
the Azerbaijani territory of Karabakh 
has blocked the traditional rail route 
that gave Baku access to Turkey and 
European markets, which has only 
reinforced Azerbaijan’s determina-
tion to establish an alternate rail link, 
bypassing Armenia to reach neigh-
boring Turkey.  After investing over 
$2 billion dollars in its own rail sys-
tem, Azerbaijan is now bankrolling 
regional railway development, eye-
ing the lucrative markets of Europe.3

2 Eurasia Daily Monitor, December 15, 2005.

3 Paul Goble, “Railroads Again Becoming a Factor in the 
Geopolitics of the South Caucasus,” Azerbaijan Diplomatic 
Academy Bulletin, November 21, 2009.

For Azerbaijan and Georgia, the
railway represents their common 
effort to work together to build 
closer transportation links to 
Turkey.
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The BTK railway also holds enor-
mous strategic importance for Geor-
gia. Georgian President Mikheil Saa-
kashvili has called the project “Geor-
gia’s window to Europe” and hailed 
the project as a “geopolitical revolu-
tion” that “will allow Azerbaijan and 
Georgia to ensure direct rail commu-
nication with Europe, while Turkey 
will be linked with Central Asia.”4   
Indeed, Ankara has its own strategic 
vision for the project. Turkish Prime 
Minister Tayip Erdogan has champi-
oned the project, describing it as part 
of a Europe-China nexus that will 
come into play once a new 1.4-kilo-
meter underground tunnel, known as 
the Marmary project, is built under-
neath the Bosporus.5 Turkish Prime 
Minister Erdogan has described the 
railway as the “project of the cen-
tury”, noting that the tunnel under-
neath the Bosporus will become an 
integral part of the BTK project. The 
Marmary project is the second trans-
continental leg of the rail project that 
will further integrate Turkey and the 
South Caucasus into wider Europe, 
particularly once a high-speed rail-
way between Ankara and Istanbul is 
finished in 2013, enabling passengers 
to travel from the capital to Istanbul 
in under three hours. 

4 ITAR-TASS, July 24, 2008.

5 John Daly, “Turkey Completes a Major Step in the 
Marmaray Project,” Eurasia Daily Monitor, October 15, 2008. 

Strategic Impact of the Railway 

The BTK railway is not the first 
construction project to revolutionize 
regional transportation and 
development, but it will join the 
list of major engineering feats in 
the Caucasus since the breakup of 
the Soviet Union. The first ‘project 
of the century’ was the 1,768-km 
Baku-Tbilisi-Ceyhan pipeline, which 
commenced operation in May 2005. 
This mammoth project was followed 
by the Shah Deniz gas pipeline from 
Baku to Erzurum, which began 
supplying gas to Turkey a year later.  
Operating along the same corridor, 
the BTK railway will join the oil 
and gas pipelines that have elevated 
Azerbaijan to the ranks of major oil 
producing states.  

One of the notable accomplishments 
of the BTK railway is that it will 
replace the Soviet backed North-
South Kars-Gyumri-Tbilisi railway 
which dominated the transportation 
landscape of the South Caucasus 
until the collapse of the USSR in 
1991. The Kars-Gyumri-Tbilisi 
railway was first built in 1899 by 
Tsarist Russia, and was purposely 
routed through Armenia as part of 
Moscow’s Armenia-centric policy in 
the South Caucasus, aimed at making 
Yerevan the bulwark of its forward 
policy against Ottoman-Turkey.  The 
railway was used by the Russian 
military in its military campaign 
in Anatolia during World War I to 
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supply Russian forces.6  The chief 
drawback to the railway is that it uses 
narrow gauge rail, which meant that 
cargo had to be transferred by crane 
to trains destined for Turkey, creating 
traffic jams and delays at the border. 
The railway ceased operating in 1994 
after Turkey closed its border with 
Armenia in response to the Armenian 
seizure of Karabakh.  Since the closure 
of this railway, strategic planners in 
Tbilisi and Baku have been working 
to rebuild regional transportation 
links that would bypass landlocked 
Armenia, due to the diplomatic 
deadlock between Yerevan and Baku 
over Karabakh. 

The idea for the BTK railway 
emerged in the 1990s during bilateral 
discussions between Azerbaijan, 
Georgia and Turkey, but the project 
lacked the necessary financing to get 
off the ground.  Plans for the railway 
were put on hold as the three neighbors 
focused their attention on finishing 
the Baku-Tbilisi-Ceyhan pipeline 
project. In May 2005 when the 
BTC pipeline was near completion, 
the railway project was brought 
back on the agenda.7  In December 
2005, planners from Azerbaijan, 
6 http://en.wikipedia.org/wiki/Kars–Gyumri–Tbilisi_railway.

7 Taleh Ziyadov, “Officials Meet to Discuss Caucasus Rail 
System,” Eurasia Daily Monitor, December 14, 2005. 

Georgia and Turkey resumed their 
discussions. BTK finally got off the 
ground in January 2007 as a result 
of Azerbaijan’s increased economic 
strength via its energy exports, and 
over the past ten years, Azerbaijan’s 
growing economic power has been 
staggering.  Azerbaijani President 
Ilham Aliyev recently stated that 
Azerbaijan now provides as much 
as 80 percent of the investment in 
projects in the South Caucasus.8  

By far the biggest obstacle facing 
the BTK project was the financing 
of the Georgian section of the rail 
line to Kars. In early 2007, Georgian 
officials managed to get their section 
of the railway started thanks to a $220 
million loan from Azerbaijan. This 
funding finally gave the Georgian 
government the resources it needed 
to begin work on several challenging 
rail tunnels from its side of the border 
to Turkey.9 

The bulk of the 258 km long railway 
system was already in place when 
work first started, but key parts of 
the railway needed to be built before 
the project could be connected with 
the Turkish rail line in Kars.  The 
most challenging technical aspect of 
the project was the Kars-Tbilisi leg. 
Soviet planners deliberately avoided 
linking Georgia directly to Turkey 
by rail due to military considerations 
during the Cold War, because it 
8 http://en.president.az/articles/5119

9 Ibid. 

The first ‘project of the century’ 
was the 1,768-km Baku-Tbilisi-
Ceyhan pipeline, which com-
menced operation in May 2005.
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preferred to rely on the rail line 
through Armenia, and also because 
of the mountainous terrain between 
Georgia and Turkey that acted as a 
deterrent to a possible NATO attack.  
Because of this, the Tbilisi-Kars 
leg of the railway had to be built 
from scratch with Turkish engineers 
involved in building a series of 
underground tunnels for much of the 
98 km section from Kars to Tbilisi 
(with 68 km in Turkey and 30km in 
Georgia), including a underground 
tunnel of nearly 5 km between Turkey 
and Georgia. Turkish engineers have 
been busy for the past two years 
blasting tunnels into the mountains 
south of Kars, creating one of the 
longest underground tunnels ever 
built in Turkey.10

The railway has attracted the interest 
of Central Asian states interested 
in using the Baku railhead as an 
iron gateway for the export of their 
commodities and products destined 
for European markets.  Of these, 
Kazakhstan is taking the biggest 
steps to enhance its own energy 
export economy and is interested in 
the project serving as a trans-Caspian 
10  National Geographic, op. cit.

linkup for its oil exports. The railway 
will provide Kazakhstan with direct 
access to the European Union for 
its oil and agricultural exports for 
the first time. Strategic planners 
in Kazakhstan believe that the 
railway will enable a large increase 
in Kazakh commodity exports to 
Europe, particularly in the area of 
grain exports. In anticipation of the 
opening of the railway, Kazakhstan is 
finishing construction of an 800,000 
ton grain terminal near Baku for 
the transshipment from barges to 
the strategic railroad.11 Officials in 
Kazakhstan are planning to raise the 
capacity of the grain terminal to 5 
million tons per year in the hope that 
it will become a key shipment center 
for grain exports to Europe.12

Armenian Opposition to BTK

Armenia’s role as a key 
transportation node in the South 
Caucasus has historically been 
attributed to its dominant position 
as a transit point along the Kars-
Gyumri railway. Starting in 1899, 
11 Vladimir Socor, Eurasia Daily Monitor, July 25, 2008. 

12 www.energyresearches.org, October 31, 2009.

Turkish engineers have been 
busy for the past two years blast-
ing tunnels into the mountains 
south of Kars, creating one of 
the longest underground tun-
nels ever built in Turkey.

The railway has attracted the in-
terest of Central Asian states in-
terested in using the Baku rail-
head as an iron gateway for the 
export of their commodities and 
products destined for European 
markets.
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Tsarist planners deliberately gave 
Armenia an important role in rail 
construction in the South Caucasus 
as part of Moscow’s occupation of 
Turkish city Kars, made possible by 
Russia’s victory over Turkey in the 
1877-78 war.  During that war, the 
Russian General Staff experienced 
major delays in troop mobilization 
in the South Caucasus due to the 
underdeveloped rail network. In fact, 
it took a major logistical effort by the 
Russian military just to move troops 
from the Caspian to Tiflis (modern 
day Tbilisi) to undertake military 
operations against Ottoman forces 
based in Batumi.13  Embarrassed by the 
delays in troop transfers, the Russian 
General Staff launched a major effort 
to modernize the rail network in the 
South Caucasus following the war. 
The bulk of this rail modernization 
was aimed at improving mobility in 
order to reinforce Russian-occupied 
Kars, which became Moscow’s 
bridgehead into Ottoman Anatolia 
following that war.  Following the 
Russo-Turkish war Moscow began to 
resettle large numbers of Armenian 
refugees from the Middle East, who 
were then relocated to Karabakh.14

Following the breakup of the Soviet 
Union, Armenia retained a key role 
in the South Caucasus rail network 
by virtue of its rail lines to Turkey. 
13 John P. McCay, Baku Oil and Transcaucasian Pipelines, 
1883-1891: A Study of Tsarist Economic, Slavic Review, 43 (4) 
(Winter 1984), p. 609.

14 Tadeusz Swietochhowski, Russia and Azerbaijan: A 
Borderland in Transition, New York, Columbia University 
Press, p. 11.

However, following Armenia’s 
occupation of the Azerbaijani territory 
of Karabakh, Ankara proclaimed an 
embargo against Yerevan, closing the 
border and ending its unique role as 
a rail bridge to Turkey. Armenia’s 
diplomatic standoff with Azerbaijan 
over the future of Karabakh has only 
deepened Yerevan’s growing regional 
isolation as the BTK rail project 
bypasses this land-locked country, 
leaving it more dependent than 
ever on Moscow for its economic 
lifeline.  In light of this Armenia 
has grown weary of the economic 
repercussions of the BTK railway, 
which will further deprive Yerevan of 
whatever leverage it may have with 
its two neighbors.  Two of the biggest 
challenges to the BTK railway project 
stem from Armenian-related issues. 
Dissent within Georgia’s Armenian 
populated enclave of Javakheti and 
from the Armenian government 
in Yerevan as well as its powerful 
overseas diaspora have proven to be 
an irritating, but manageable problem 
for Tbilisi in its efforts to build the 
Georgian section of the BTK railway.  
Javakheti has traditionally been one 
of the most underdeveloped regions 
of Georgia where the biggest source 
of local employment had been the 
Soviet/Russian military base in 
Akhalkalaki.

Following the Soviet collapse in 1991, 
the Russian military desperately 
sought to maintain a foothold in 
the Armenian enclave of Javakheti 
through the deployment of its 62nd 
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division. Due to U.S. diplomatic 
pressure Moscow eventually 
evacuated the military base in 
Akhalkalaki in 2007.  However, the 
Russian withdrawal was a mixed 
blessing for Tbilisi as the base 
had been a key source of regional 
employment for the local Armenian 
community.  The closure of the base 
led to further economic problems as 
the regional Armenian community 
in Javakheti strove to cope with the 
worsening situation. When plans 
to open the BTK railway were first 
announced, Georgia’s Armenian 
population in Javakheti opposed its 
construction, citing the railway’s 
intention of bypassing Armenia.  

Georgian officials have sought 
to reassure the local Armenian 
community in Javakheti that the 
railway will help inject economic life 
into the poorly developed region, and 
has undertaken major steps to improve 
the local economy in Javakheti despite 
the economic obstacles.  For example, 
Georgian officials built a major transit 
point in Akhalkalaki where railway 
trains will be moved from the narrow 
gauge Russian sized track to European-
size track for cargo shipments to 
Europe. In the long term, Georgian 
officials believe that the railway will 
help them to enhance political stability 
in the region. Over time, however, 
local attitudes toward the railway have 
changed due to increased expectations 
that the local economy should benefit 
significantly once the railroad 
becomes operational by 2013.  

Meanwhile, the government of 
Armenia and its highly influential 
diaspora organizations in the United 
States have utilized their lobbying 
prowess in Washington to hinder the 
railway’s progress.  These groups 
have mounted several successful 
lobbying efforts to prevent the 
railway project from receiving 
U.S. financing.15  In mid-2005, for 
example, the powerful Armenian 
lobbying diaspora mounted an effort 
to block U.S. financial support for 
the railroad, which later extended to 
Europe; consequently the EU halted 
its efforts to support the project.             

In July 2005 the two co-chairs of the 
Congressional Armenian Caucus, 
Representative Frank Pallone (D-NJ) 
and Representative Joe Knollenberg 
(R-Michigan), introduced the “South 
Caucasus Integration and Open 
Railroads Act of 2005 (HR 3361) 
which sought to block U.S. financing 
of any rail connections or railway-
related connections that do not 
traverse or connect with Armenia.16

15 Vladimir Socor, “Kars-Akhalkalaki-Tbilisi-Baku Rail 
Project Soon to Roll Forward,” Eurasia Daily Monitor, 
January 19, 2007.  

16 Ziyadov, op. cit.

Meanwhile, the government of
Armenia and its highly influen-
tial diaspora organizations in 
the United States have utilized 
their lobbying prowess in Wash-
ington to hinder the railway’s 
progress.
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A year later Radio Free Europe 
reported that Armenian lobbying 
organizations in Washington had 
used their influence to force the U.S. 
House Financial Services Committee 
to prevent any U.S. government 
funding for the BTK railway project 
because of Azerbaijan’s involvement 
in the project.  The House Committee 
argued that the railway would add 
to Armenia’s existing economic 
isolation. The House legislation 
also made it impossible for the U.S. 
Export-Important Bank to develop 
or promote any rail connections 
connecting Baku to the railway. 17 This 
came at a time when Congressional 
officials failed to recognize that 
Yerevan had built a flourishing trade 
relationship with Iran and according 
to Wikileaks had also developed an 
arms relationship with neighboring 
Iran that led to the deaths of American 
soldiers in Iraq.18  

Aside from Washington, represen-
tatives of the Armenian Javakheti 
community in Russia have also ob-
structed development of the railway 
by mounting an effort to speak out 
against the railway’s construction.  
On the eve of the Georgian foreign 
minister’s visit to Armenia in 2011, 
the Javakheti expatriate community 
issued a press release stating that the 
opening of the railway line would lead 
to an influx of cheap and low quality 
products. Other Armenian organiza-
17  Radio Free Europe, June 15, 2006.

18  Guardian, November 28, 2010; Washington Times, 
November 29, 2010.

tions went a step further, expressing 
concern that the railway construction 
was leading to an influx of workers 
from Turkey which threatened to al-
ter the region’s ethnic balance, and 
then issued a further call demanding 
that the region seek autonomy from 
Georgia.  The issue of Javakheti’s 
autonomy within a federal Georgia 
was even raised with members of the 
Council of Europe by local Armenian 
representatives.19

At the same time, officials in Yerevan 
have long insisted that Turkey should 
abandon the project and instead use 
the existing Kars-Gyumri railroad 
link that was closed by Ankara after 
Armenian forces seized Karabakh. 
As Jamestown Senior Fellow Vladi-
mir Socor has noted, the two are basi-
cally incomparable – with the Kars-
Gyumri rail line being a local project 
and the BTK railway being a project 
of transcontinental proportions, refer-
ring to the BTK railway’s importance 
in trade with the European Union and 
as a link to China. With talks over the 
future of Karabakh in deadlock, such 
a development is inconceivable until 
Yerevan decides to return Karabakh 
to Azerbaijani control.20 

Despite its opposition to the railway, 
Yerevan appears to understand that 
its demands for a re-routing of the 
railway are unrealistic, particularly 
19  Kristine Aghalaryan, “Javakh representatives Call for 
Autonomy to Stem Turkish Tide,” www.hetq.am,  March 19, 
2012. 

20  Vladimir Socor, Eurasia Daily Monitor, February 9, 2012.
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in light of the fact that Armenia is so 
vulnerable in terms of how far it can 
go with Tbilisi in its demands. First 
and foremost is the glaring fact that 
Armenia remains highly dependent 
on Georgia for its external trade, as 
more than 80 percent of its foreign 
trade is carried out through Georgian 
territory, notably the Black Sea ports 
of Poti and Batumi.21  

During the Russo-Georgian war of 
August 2008, officials in Yerevan 
discovered the true extent of their 
transportation dependence on 
Georgia.  The five-day war caused 
a closure of Georgia’s ports and 
railways, which led to a suspension 
of exports.  One of Georgia’s most 
astute experts on the region recalls 
that the suspension in transportation 
was so severe that one more week of 
fighting would have led to a collapse 
of the Armenian economy.22  In 
retrospect, Armenia’s efforts to block 
the BTK railway project, just as it 
tried in the 1990s to prevent the BTC 
pipeline to Turkey from being built, 
only threaten to deepen Yerevan’s 
economic isolation in the South 
Caucasus. Georgia and Azerbaijan 
are well on the path to creating a new 
transportation corridor that bypasses 
Armenia and will leave it even more 
isolated than before. 

21 Emil Danielyan, April 7, 2005, Eurasia Daily Monitor. 

22 Conversation with Alex Rondelli, September 25, 2008.

Conclusion:  NATO’s Iron Silk 
Road?

As the BTK railway races toward 
completion in 2013, an underexplored 
issue is the impact of the railway on 
NATO. The completion of the BTK 
railway next year will come at an 
opportune time as the United States 
and its NATO allies will begin the 
“reverse transit” of American and 
NATO forces from Afghanistan by 
the end of 2014. The massive military 
withdrawal will involve the exodus of 
more than 130,000 men and 70,000 
armored vehicles, supplies, and 
troops from Afghanistan. The bulk 
of these forces will be withdrawn 
from the region using the Northern 
Distribution Network (NDN), the 
alternate supply network for U.S. and 
NATO forces in Afghanistan that was 
created after the closure of Pakistan’s 
Khyber Pass through which 70 
percent of U.S. and NATO supplies 
to Afghanistan were transported.  
Created in 2010, NDN accounts for 35 
percent of supplies which already go 
through the Caucasus (the remainder 
goes through the Baltic port of Riga, 

One of Georgia’s most astute ex-
perts on the region recalls that 
the suspension in transporta-
tion was so severe that one more 
week of fighting would have led 
to a collapse of the Armenian 
economy.
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through Russia to Central Asia).23  

In the past two years Baku has emerged 
as the Eurasian hub of NATO transit 
to and from Afghanistan.  Speaking in 
Baku on June 6, 2010, former Secretary 
of Defense Robert Gates referred to 
Azerbaijan as an integral part of the 
South Caucasus spur of NATO’s supply 
line to Afghanistan. One U.S. official 
noted that in 2010 alone Azerbaijani 
airspace hosted the transit of over 
100,000 American troops. 24  In light of 
Azerbaijan’s important logistical role in 
supporting NATO troops in Afghanistan, 
its new Iron Silk Road will likely become 
a key reverse transit route for the U.S 
military. Once operational sometime in 
2013, the BTK railway should provide 
the United States and NATO with a route 
for the reverse transit of personnel and 
equipment directly from Afghanistan to 
Europe. 

The BTK railway promises to have 
an enormous geopolitical impact on 
Azerbaijan’s growing importance as 
a direct East-West transportation hub. 
Azerbaijan has already strengthened 
its role as an important transportation 
center for Caspian energy, first by 
becoming a major energy provider to 
U.S. and western energy security with 
the construction of the 1 million barrel 
per day Baku-Tbilisi-Ceyhan pipeline 
in the 1990s, and again in the 2000s by 
building the Shakh Deniz gas pipeline 
to Turkey. With the completion of 

23 The Moscow Times, April 16, 2012.

24  http://www.defense.gov/news/newsarticle.aspx?id=59508

the BTK railway sometime in 2013, 
Azerbaijan will not only have completed 
its strategic goal of becoming an energy 
provider, but will also have established 
a transportation link to Europe that will 
simultaneously strengthen its role with 
both the EU member states and NATO. 
In addition, it will have further cemented 
its role as part of a wider Europe-China 
trade corridor. The BTK railway will 
also enhance Azerbaijan’s importance to 
China as part of a new Iron Silk Road for 
Chinese exports, and encourage Beijing 
to look upon Baku as a vital transit link 
to Europe.  

In sum, the BTK railway project 
marks a transportation revolution in 
the South Caucasus, which promises 
to bring Azerbaijan and Europe closer. 
These factors, combined with Baku’s 
bid to host the 2020 Olympics, will 
enable Azerbaijan to pursue its goal of 
becoming a major hub of commerce 
between East and West and further 
deepen its strategic importance to the 
Euro-Atlantic community.

The BTK railway promises to 
have an enormous geopolitical 
impact on Azerbaijan’s grow-
ing importance as a direct East-
West transportation hub.
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* Dr. Elnur Aslanov, Chief of the Political Analyses and Information Department at the Administration of the 
Republic of Azerbaijan. The ideas expressed here represent the author’s own views.

Elnur 
Aslanov* 

The Future of 
Karabakh is the 
Future of the Caucasus

The article presents an overview of the resolution pro-
cess of the Nagorno Karabakh conflict between Arme-
nia and Azerbaijan, which has blighted the Caucasus 
region for almost twenty years. The author argues 

that a central mechanism for conflict resolution is lacking; the OSCE Minsk 
Group is meant to serve this purpose, but has so far been unable to secure a 
peace agreement between the parties. Further, the author emphasizes the fact 
that Karabakh is an opportunity for the coexistence of the Azerbaijani and 
Armenian communities, and that there are many cases internationally where 
similar conflicts have given rise to autonomous regions following long term 
negotiations. Finally, the author demonstrates the enormous economic ben-
efits for the Caucasus region as a whole if the conflict is resolved under the 
terms the paper proposes.
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The Karabakh conflict is the 
oldest and the most complex of 
all the conflicts in the former 

Soviet Union. What started in 1988 
as Armenia’s attempt to annex the 
historical territory of   Azerbaijan, 
Nagorno-Karabakh, resulted in a war 
in which about 50,000 people from 
both sides were killed and wounded. 
In terms of the involvement of each 
side in the conflict’s settlement, which 
has gone beyond territorial claims on 
Nagorno-Karabakh and transformed 
into Armenian occupation of seven 
additional districts of Azerbaijan, 
adjunct to Nagorno-Karabakh, direct 
conflict in talks is quite rare. Today, the 
U.S., Russia, and France are trying to 
explore different approaches that could 
facilitate peace and stability between 
Armenia and Azerbaijan.

Lack of resolution mechanism and/or 
pressure on aggressor 

Established in 1992, the OSCE Minsk 
Group was not able during the years 
of the Armenian-Azerbaijani war 
to produce a mechanism that would 
persuade the parties to sign a peace 
agreement. Suggestions that could have 
led to the return of Azerbaijani refugees 
to their homes or to the establishment 
of peace and stability were rejected by 
the Armenian side. Even the four UN 
Security Council resolutions adopted 
in the 1990’s have not secured a speedy 
and peaceful solution to the conflict, 
and Armenia is openly ignoring the 
calls for the immediate liberation of the 
occupied Azerbaijani territories.

The overall global picture of recent 
years shows that the principles 
of international law prove more 
effective where there is strong 
political will and desire on the part of 
international superpowers. When this 
is the case, a conflict can be resolved 
in a matter of months, even hours. 
But such a speedy resolution is only 
really possible in the presence of two 
key contextual factors: geopolitics 
and geo-economics. In other cases, 
conflict resolution can be put on 
the backburner. Few seem to be 
concerned that the new world order - 
which was supposed to be fairer - has 
emerged as a Machiavellian system 
of the end justifying the means.

Despite the global vicissitudes of the 
new world order, Azerbaijan has been 
trying to find a mutually acceptable 
way to resolve the conflict for more 
than 22 years - unfortunately to no 
avail. This is for several reasons. 
Firstly, the fact of the Azerbaijani 
origin of Nagorno-Karabakh is 
not considered by the Armenian 
side. Secondly, the international 
community is failing to put sufficient 
pressure on the aggressor. This second 
factor is the result of other issues 
at play: to some extent, fear of the 

Despite the global vicissitudes of 
the new world order, Azerbaijan 
has been trying to find a mutual-
ly acceptable way to resolve the 
conflict for more than 22 years 
- unfortunately to no avail.
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Armenian lobby’s political influence 
on the part of some politicians; and 
perhaps a historical view of the South 
Caucasus as an area of contradictions 
and conflicts, rather than a single and 
integrated space. All this and a much 
more further clouds the promise of 
resolution.

Conflict resolution and economic 
prosperity 

A solution to the conflict would 
provide a range of important dividends 
to all of the parties. From a political 
standpoint, it would enable the 
stable social, economic, and political 
development of the South Caucasus, 
which in turn would pave the way 
for its full European integration as a 
regional player. From an economic 
perspective, there are multiple 
benefits. For Armenia, whose gross 
external debt accounts for 72 per 
cent of the country’s GDP, it would 
mean the possibility of an economic 
uplift and subsequent effective 
development. It is no secret that the 
level of emigration from Armenia 
has reached catastrophic proportions, 
threatening the country with a wave 
of cheap labor migration, diluting 
the country’s national and regional 
character. Armenia’s industry, 
energy, agriculture, information and 
communication technology sectors 
lag far behind not only global trends, 
but also regional ones. The solution 
to the conflict will enable Armenia 
to be involved in numerous regional 
and international integration projects, 

allowing the South Caucasus to play 
a more effective role in the pan-
European security architecture.

Finally, from a purely historical 
standpoint, if we proceed from the 
fact that Armenians were resettled in 
Karabakh about two hundred years 
ago with the Russian-Persian treaties 
of Gulistan and Turkmanchay, 
Karabakh is also home to tens 
of thousands of Armenians. The 
Caucasus as a whole is a multinational 
space, and so the notion of a common 
home for the indigenous peoples of 
this region is extremely important.

Karabakh is territory where Arme-
nians and Azerbaijanis have lived 
and worked side by side. The small 
group of Armenians that arrived 
1828 has grown, and by the start of 
the conflict in 1988, it already ex-
ceeded the number of Azerbaijanis. 
The same applies to the subsidies the 
Nagorno-Karabakh Autonomous Re-
gion of the Azerbaijan SSR received 
from Baku – they exceeded similar 
subsidies allocated to other regions of 
the republic. But after the dissolution 
of the Soviet Union in 1991 and the 
subsequent acceptance of Azerbaijan 

It is no secret that the level of 
emigration from Armenia has 
reached catastrophic propor-
tions, threatening the country 
with a wave of cheap labor mi-
gration, diluting the country’s 
national and regional character.
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into the UN in 1992, the country’s 
territory was recognized as cover-
ing 86,600 square meters, i.e. includ-
ing Nagorno-Karabakh. Therefore, 
Nagorno-Karabakh is located within 
Azerbaijan’s internationally recog-
nized borders, and is an area of land 
under the sovereignty of Azerbaijan.

Time of Action

It seems self-evident that there is 
no future for Karabakh outside 
Azerbaijan; this is understood in both 
Karabakh and in Yerevan. It is not 
a question of military and political 
power. The future of Karabakh is 
an opportunity for the coexistence 
of the Azerbaijani and Armenian 
communities. Fortunately, there are 
numerous international models of 
successful autonomous regions– the 
Aland Islands, Tyrol, for instance.

It is time for Armenian leaders to 
understand that it is unforgivable 
to keep several thousand people 
locked up in Nagorno-Karabakh 
without giving them the opportunity 
to determine their own future. Now 
is the time that Armenia can make a 
choice in favor of peace and stability. 

The longer the settlement of the 
conflict is delayed, the more harder 
it will be to resolve. Today, time is 
on Azerbaijan’s side, as the country is 
becoming an economic leader of the 
region. At the same time, Armenia 
is increasingly sinking into despair. 
It is this future to which Armenia is 
condemning itself, despite Armenian 
president Levon Ter-Petrosyan’s 
warnings back in 1997.

Thus the future of the Caucasus lies 
in the coexistence of its peoples. Only 
a peaceful and stable coexistence can 
provide economic prosperity and 
political security. 

It is time for Armenian leaders 
to understand that it is unfor-
givable to keep several thousand 
people locked up in Nagorno-
Karabakh without giving them 
the opportunity to determine 
their own future.
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* Dr. Trita Parsi is the founder and president of the National Iranian American Council and an expert on 
US-Iranian relations, Iranian foreign policy, and the geopolitics of the Middle East. He is the author of 
Treacherous Alliance: The Secret Dealings of Iran, Israel and the United States (Yale University Press 2007), 
and A Single Roll of the Dice - Obama’s Diplomacy with Iran  (Yale University Press 2012)

Trita 
Parsi* 

Iran, U.S. & the 
Nuclear File

The article addresses the virtual stalemate in interna-
tional talks on the Iranian nuclear enrichment program, 
and the effects on the Middle East and the South Cau-
casus, given that the stalemate has elevated the likeli-

hood of a military solution.  The author argues that neither the latest attempt 
at talks nor Obama’s negotiations with Iran in October 2009 constitute an 
exhaustion of diplomatic means, and that the collapse of the talks is not due 
to insurmountable differences between the two sides, but rather, the domestic 
political constraints that throughout the Obama administration’s term have 
disabled the parties from making the necessary compromises to reach a deal. 
Further, the author observes that by all accounts, a military confrontation 
would be devastating for the region as a whole including the Caucasus: while 
the risk for war is certainly increasing, it is by no means inevitable.
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With the near-stalemate 
of the talks between the 
Permanent Members of 

the UN Security Council + Germany 
(P5+1) and Iran, calls for military 
action will begin anew. Yet neither 
the latest attempt at talks nor Obama’s 
negotiations with Iran in October 
2009 constitute an exhaustion 
of diplomatic means. In neither 
case did the talks collapse due to 
insurmountable differences between 
the two sides. Rather, throughout 
the Obama administration’s term, 
domestic political constraints have 
disabled the parties from making the 
necessary compromises to reach a 
deal.

In October 2009, the negotiations 
collapsed, ostensibly due to Iran’s 
refusal to accept the Russian-
American fuel swap proposal. 
Washington wanted Iran to ship out 
1,200 of its low enriched uranium to 
Russia, which in turn would re-enrich 
it to 19.75 percent. Russia would then 
send it to France for the production 
of fuel pads for the Tehran Research 
Reactor.  Iran would receive the fuel 
pads approximately 12 months after it 
shipped out its LEU. 

The Iranian objected to the deal on 
the grounds that they would have 
to accept the highest level of risk. 
Bearing in mind Iran’s distrust of the 
West – which is reflected in Western 
mistrust of Iran – handing over 
Iran’s strategic asset (the LEU) only 
to receive fuel pads a full year later 

entailed too great a risk for Tehran. 
There were no guarantees that the 
West wouldn’t renege on the deal 
once the LEU had left Iranian soil, 
it argued.  In the talks, Iran sought 
mechanisms to guarantee that both 
sides would honor the deal.  But Iran’s 
amendments were unacceptable to the 
U.S. and the talk eventually collapsed. 

In reality, however, the real problem 
Tehran faced was not the unequal 
distribution of risk in the American-
Russian proposal, but rather the 
domestic political tensions inside Iran 
following the fraudulent presidential 
elections. None of Mahmoud 
Ahmadinejad’s rivals – conservative 
or reformists – wanted to see him 
reap the benefits of having struck 
a deal with the U.S. They all came 
out against the swap, not necessarily 
to scuttle the talks, but to make sure 
that Ahmadinejad would not be able 
to score domestic political points 
through it. 

A few months later, it was again 
domestic politics that undermined 
diplomacy, but this time in the U.S. 
To everyone’s surprise, Turkey and 
Brazil managed in May 2010 to get 
Iran to agree to a fuel swap proposal 
based on the benchmarks of the 

None of Mahmoud Ahmadine-
jad’s rivals – conservative or re-
formists – wanted to see him reap 
the benefits of having struck
a deal with the U.S.
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earlier Russian-American proposal. 
But Washington immediately rejected 
their successful mediation effort, 
arguing that facts on the ground had 
changed. The fuel swap was beyond 
its sell-by date, they argued, since 
Iran’s stockpile had increased and 
since Tehran had begun enriching 
uranium at the 20 per cent level. Any 
new swap had to take these factors 
into consideration, and require Iran to 
ship out more than 1,200kg of LEU.

This took Ankara and Brasilia by 
surprise since in a letter dated April 
20, 2010, President Obama had 
explicitly urged Turkey and Brazil to 
ship out 1,200kg of LEU, making no 
mention of the 20 percent enrichment 
issue. 

To Brazil and Turkey, it appeared that 
Washington had rejected its own deal 
and its own instructions of only three 
weeks earlier. By the time the new 
fuel swap had been negotiated, Russia 
and China had already agreed to a 
new UN Security Council resolution 
sanctioning Iran. Between the UN 
sanctions and a nuclear breakthrough, 
Obama chose the sanctions fearing 
the outcry from Congress if sanctions 

were not imposed on Tehran. Crucial 
mid-term elections were only a 
few months away and Obama had 
promised Congress that sanctions on 
Iran would be imposed. He had to 
either break his promise to Turkey 
and Brazil, or to Congress. He chose 
international crises with two allies 
rather than a domestic political crisis. 

Similarly, U.S. elections and 
domestic politics are instructive in 
understanding the outcome of the 
recent Moscow talks. Pressure on the 
Obama administration from members 
of Congress—both Republicans and 
Democrats—and from Israel grew 
considerably after the successful 
meeting in Istanbul in April.

Demands were made that Obama 
should not offer Iran any sanctions 
relief in return for nuclear concessions. 
A House resolution was passed with 
overwhelming majority, using Bibi 
Netanyahu’s red line on the nuclear 
issue (no enrichment) instead of 
Obama’s (no nuclear weapon).

To the White House, this meant that 
if a small interim deal was struck, 
the domestic political cost would be 
considerable. Obama’s Republican 
opponents, as well as his fellow 
Democrats in Congress, would 
chastise him for having offered 
Iran too much if the sanctions were 
touched, or if Obama honored his 
earlier signal that limited enrichment 
on Iranian soil under strict inspections. 
Consequently, the political cost of a 

Between the UN sanctions and 
a nuclear breakthrough, Obama 
chose the sanctions fearing 
the outcry from Congress if 
sanctions were not imposed on 
Tehran.
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small deal was deemed higher than 
the political cost of no deal.

In the short term, the White House’s 
calculation seems to have been 
correct. The talks failed to produce 
an agreement—and no one in 
Washington complained. There 
were no sustained attacks from the 
Republicans. No complaints from 
Netanyahu. Democrats in Congress 
stayed silent. In fact, Obama was 
praised for having stood firm—and 
for refusing to reach a compromise.

The danger of these aborted efforts at 
diplomacy is that the risk of war will 
increase – even though diplomacy has 
not been exhausted. Such a scenario 
would be disastrous for the region, 
including the Caucasus.

It is impossible to predict how such 
a war would develop. Yet, based on 
Iran’s experience from the Iraq-Iran 
war, where the war took place on 
Iranian soil for six out of the eight 
years, where Saddam Hussein used 
chemical weapons against Iranian 
civilians and military alike, and where 
Iraq’s superior missile technology 
made life in Tehran unbearable, it is 
fair to assume that Iran will seek to 
expand the war at the earliest possible 
stage in order to ensure that it fights 
its enemies on foreign rather than 
domestic soil.

This may not be limited to existing war 
theatres such as Syria and Afghanistan; 
it could expand into the Caucasus, 
and in particularly Azerbaijan due to 

the Azerbaijani government’s close 
military and intelligence ties to Israel. 
The destabilizing potential for this 
escalation is considerable. Georgian 
government officials, for instance, 
worry that the US’s engagement 
with Iran will provide Russia with an 
opportunity to reinvade its southern 
neighbor.

These devastating consequences are 
fully preventable – if only diplomacy 
is given the time, space and courage it 
needs to succeed. 
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Is the Party 
Over? 

Limits and Opportunities of
Civil Society in 

Armenia and Georgia*

The concept of civil society has been a key topic in the 
ongoing attempt to explain the socio-political changes 
in the former Soviet Union and especially in countries 
that experienced peaceful revolutions (the so called 

color revolutions). This piece attempts to offer some explanations on recent 
trends of civil society (in)activism in Armenia and Georgia by focusing on 
the correlations between increasingly responsive (aka democratic) govern-
ments and the intensity of activism that civil society groups have generated. 
The research argues that in the past decade or so, as Georgia became more 
democratic, civil society activism has declined sharply, whereas in Armenia 
the trend has gone in the opposite direction, with an increase in civil so-
ciety activism as successive governments have become less responsive and 
accountable.
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The definition of civil society 
used in this research is taken 
from the Centre for Civil 

Society at the London School of 
Economics. According to this 
definition, civil society 

…refers to the arena of un-
coerced collective action 
around shared interests, pur-
poses and values. In theory, 
its institutional forms are 
distinct from those of the 
state, family and market…

… Civil society common-
ly embraces a diversity of 
spaces, actors and institu-
tional forms, varying in their 
degree of formality, autono-
my and power. Civil societies 
are often populated by orga-
nizations such as registered 
charities, development non-
governmental organizations, 
community groups, women’s 
organizations, faith-based or-
ganizations, professional as-
sociations, trade unions, self-
help groups, social move-
ments, business associations, 
coalitions and advocacy 
groups.1 Emphasis mine

 
This being said, it is important to 
make it clear that the operation of 
civil society is not contingent on the 

1 “Definition of Civil Society” Centre for Civil Society at 
the London School of Economics at http://www.lse.ac.uk/
collections/CCS/introduction.htm#generated-subheading2 
retrieved on 03/31/2008. 

existence of democratic structures, 
as it is quite possible to have 
elements of civil society operating 
in non-democratic countries. At 
the same time, not all democracies 
are conducive to civil society 
movements.2 

While it is possible for civil society 
and democracy to be mutually 
exclusive, civil society and 
commitment to civil action go hand 
in hand. Commitment to civil action 
is characterized as individuals acting 
in unison to advocate “collective 
action within an array of interests, 
institutions and networks, developing 
civic identity, and involving people in 
governance processes.”3 Furthermore, 
commitment to civil action occurs 
through participation in civil society 
where individual citizens are provided 
with opportunities to interact with 
politicians in order to influence 
policy or politics.4 The development 
of civil society and civil action are 
possible either through government 
encouragement and development of 
such institutions—in the case of more 
open and democratic societies—
or through bottom-up processes 
whereby grass-root organizations 
coalesce to form civil society groups 
and encourage citizen participation in 
political processes.
2 Brian O’Connell, “Civil Society: Definitions and 
Descriptions,” Nonprofit and Voluntary Sector Quarterly 29, 
no. 3 (September 2000): 477.

3 Terry L. Cooper, Thomas A. Bryer, and Jack W. Meek, 
“Citizen-Centered Collaborative Public Management,” Public 
Administration Review 66, Supp. 1 (December 2006): 76.

4 Ibid.
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Finally in a democratic setting, civil 
society acts as a mediator between 
individuals and the state apparatus, 
thereby acting as a conduit for 
personal views and values to state 
institutions.5

The other concept that is important 
for the current discussion is the 
phenomenon of the “color revolution”. 
This refers to the relatively bloodless 
and popular movements to change 
governments that occurred first in 
Serbia (2000) and soon afterwards 
in the former Soviet Union, in 
Georgia (2003), Ukraine (2004) and 
Kyrgyzstan (2005). The term “color 
revolution” is used to describe as 
a single phenomenon a number of 
non-violent protests that succeed in 
overthrowing authoritarian regimes. 
This has involved thousands of 
people with colored symbols taking 
to the streets to show their discontent 
with the current regime, while the 
opposition leadership, legitimated 
by such crowds, has been able to 
negotiate political change with the 
authorities. Geographically, the term 
5 Patrick M. Jenlink, “Creating Public Spaces and Practiced 
Places for Democracy, Discourse, and the Emergence of Civil 
Society.” Systematic Practice and Action Research 20, no. 5 
(October 2007): 432.

has tended to encompass only post-
Communist countries in Eastern 
Europe and the former Soviet Union, 
though there is evidence that similar 
movements for change have been 
initiated in the Middle East (Lebanon, 
2005), North Africa (Tunisia (2010), 
Egypt (2011), and Asia (Myanmar, 
2007).6

In all of these revolutions, distinct and 
multi-stage patterns emerged. The 
desire to oust corrupt leaders was not 
in itself sufficient to achieve that goal. 
Rather, politically active youth tried 
to raise money and devised marketing 
campaigns, adopting short, catchy 
names and logos for their movements. 
They also successfully used mass 
media to transmit their message with 
the hope of getting people to vote and 
take to the streets.7 This has led some 
scholars to argue about the role of civil 
society in establishing the foundations 
of democracy.8 However, the main 
question that needs to be asked is, 
“what next?” The civil society groups 
that managed to bring opposition 
forces together and spearhead the color 
revolutions seem to have been tossed 
aside by the former opposition, now 
the ruling elite, which has resulted in 
a major decrease in their funding and 
activities. 
6 Donnacha Ó Beacháin and Abel Polese eds., The Colour 
Revolutions in the former Soviet Republics: Successes and 
Failures (London: Routledge, 2010), 1.

7 A detailed aspect of this issue is explored in a documentary 
by Tania Rakhmanova, Democratic Revolutionary Handbook, 
DVD (Brooklyn, New York: Icarus Films, 2006).

8 Alan Whaites, “Let’s Get Civil Society Straight: NGOs and 
Political Theory,” Development in Practice 6, no. 3 (August 
1996): 240.

The term “color revolution” 
is used to describe as a single 
phenomenon a number of non-
violent protests that succeed in 
overthrowing authoritarian re-
gimes.
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This is perhaps best exemplified 
by the case of Georgia, where civil 
society and opposition groups 
managed to topple the undemocratic 
regime of Eduard Shevardnadze 
and to establish the foundations of 
a democratic state. What ensued, 
however, was the rapid decline of 
the role and level of activism of civil 
society groups and the redirection 
of international donor funding 
away from civil society and toward 
the newly established democratic 
government of Mikheil Saakashvili.

Based on preliminary research, the 
following observations can be made. 
While revolutions are commonly 
viewed as spontaneous phenomena, 
the color revolutions were not. They 
were long, arduous, and meticulously 
prepared. The successful deployment 
of modern marketing techniques, 
coupled with a strong civil society, 
has been a trademark of these 
revolutions. It was because of this 
strategy that the population rallied 
behind the political opposition and 
successfully challenged the hotly 
contested and disputed presidential 
elections in each respective country 
where the incumbent had been 
declared victorious.

That said, the phenomenon of the 
color revolution seems to have run 
its course, yet not much attention 
has been given to this notion. The 
continued euphoria and optimism 
about positive change prevails in the 
mindset of most scholars, as does 

the belief that the revolutions have 
changed the course of history in 
the countries where they occurred. 
Furthermore, civil society groups, 
which were the driving force behind 
these revolutions and which continue 
to operate as advocates for various 
social issues, remain mostly neglected 
by analysts, and their role as societal 
forces is insufficiently explored by 
scholars.9 Politicians and academics 
alike have been fascinated and 
compelled by the peaceful overthrow 
of leaders who seemed irreplaceable 
and deeply entrenched across the 
former Soviet space. In 2003, the 
internal security forces in Tbilisi 
were confused when faced with 
crowds carrying roses. The confusion 
was based on the fact that they were 
trained to disperse angry and violent 
mobs, and were empowered to shoot; 
they were thrown off guard when 
teenage girls and boys with smiling 
faces placed roses in the barrels of 
their guns. 
9 For a basic definition on the concept of civil society and its 
domains of activity see Patrick M. Jenlink, “Creating Public 
Spaces and Practiced Places for Democracy, Discourse, 
and the Emergence of Civil Society,” Systematic Practice 
and Action Research 20, no. 5 (October 2007) and Brian 
O’Connell, “Civil Society: Definitions and Descriptions,” 
Nonprofit and Voluntary Sector Quarterly 29, no. 3 (September 
2000).

The continued euphoria and 
optimism about positive change 
prevails in the mindset of most 
scholars, as does the belief that 
the revolutions have changed 
the course of history in the 
countries where they occurred.
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Civil Society Trends in Armenia 
and Georgia

Unlike Georgia, Armenia did not 
witness any color revolutions for 
various reasons that will not be 

discussed within this piece. However, 
this analysis will look at another 
interesting trend that emerged 
in Armenia. After the disputed 
presidential election of February 
2008, the Armenian opposition—
which was supported by the fledging 
civil society community—took to the 
streets. However, within two weeks, 
it had been violently suppressed and 
dispersed. The authorities cracked 
down on any form of political 
rallying and gathering in major 
cities. However, the heavy hand 
of government did not disrupt the 
activities of civil society, which over 
the past four years has witnessed 
increased levels of activism and 
has expanded its scope beyond 
traditionally political issues, 
including environmental protection 
and police corruption, among others.

One of the more recent events that 
highlights the level of civil society 
activism in Armenia includes a 
lawsuit brought by an activist with 
the youth movement “SOS Teghut”, 
Ms. Mariam Sukhudyan, against the 

country’s chief of police for violating 
her rights, under an article which 
states that a suspect is presumed 
innocent until proven otherwise. 
Several months earlier, Ms. 
Sukhudyan publicized a case of child 
abuse by a teacher which had been 
covered up by the police. Eventually, 
Ms. Sukhudyan was charged with 
intentionally slandering the teacher 
for her own personal benefit.10 This 
event is just one example of activism 
by Armenian civil society groups, 
which in recent years have give 
particular focus to social justice, 
women’s rights and environmental 
issues. This activism has occurred in 
spite – or indeed perhaps because of 
- the fact that Armenia never saw its 
own color revolution.

In Georgia after the Rose Revolution 
of 2003, a government of “idealists” 
came to power. With a younger 
generation in government and with 
the support from western institutions 
(including but not limited to USAID 
and the Millennium Challenge 
Program) it seemed that the playing 
field for civil society groups was 
transferred from the public domain 
into the government circles. 
According to one observer, after the 
Rose Revolution, a new tendency 
developed, which became a trend 
and then a norm. Before 2003, young 
university graduates ventured into the 
10 For details see Nanore Barsoumian, “Activist Takes Cops to 
Court in Armenia,” The Armenian Weekly, October 29, 2010. 
http://www.armenianweekly.com/2010/10/29/activist-takes-
cops-to-court-in-armenia. Last accessed January 20, 2011.

In Georgia after the Rose Revo-
lution of 2003, a government of 
“idealists” came to power. 
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NGO sector for various reasons, not 
least because of the disillusionment 
with the Shevardnadze regime as 
well as the relatively higher salaries.11 
However, since 2005, the Saakashvili 
government managed to attract 
the new generation of university 
graduates to employment for two 
main reasons. First, government 
employees were offered higher 
paid and better working conditions 
than their counterparts in the NGO 
sector (the reverse of the situation 
eight years ago). Secondly, most 
of the social and political reform 
programs formerly run by NGOs 
were eventually adopted by the new 
government, hence depriving NGOs 
of their raison d’être, as well as their 
human and financial resources.12 This 
narrative was echoed by another 
11 The choice of terms “Shevardnadze regime” and 
“Saakashvili government” is intended to highlight the 
difference of political system under the two leaders. Thus 
“regime” signifies a set of rules and governing mechanisms 
(which are not necessarily democratic and could entail 
elements of nepotism) whereas “government” suggests a group 
of people who have constitutional authority to govern. The next 
presidential elections in Georgia, scheduled for October 2013, 
and the subsequent potential role of Saakashvili as a powerful 
prime minister (akin to what Vladimir Putin did in Russia), 
might re-categorize his political activism from “Saakashvili 
government” to “Saakashvili regime” with possible negative 
consequences on the development of state institutions and also 
the democratization process of the country. 

12 Personal interview with Otar Kantaria, Senior Officer for 
Programs and Development at the United Nations Association 
of Georgia, Tbilisi, Georgia. 31 May, 2011.

Georgian civil society activist, who 
when asked, “is civil society in 
Georgia dying?”, responded, “no, it 
is not dying, it is already dead!”13

That said, after the 2008 Georgian-
Russian war, there were significant 
changes in international funding 
for civil society groups in Georgia. 
Immediately after the war, the U.S. 
announced a $1 billion aid package to 
help rebuild Georgian infrastructure.14 
According to some sources, of that $1 
billion, almost $200 million targeted 
the rejuvenation of Georgia’s civil 
society, focusing on watchdog groups 
such as Georgian Young Lawyers’ 
Association (GYLA) to help 
encourage government accountability 
led by civil society groups.15 

In Armenia the situation was a bit 
different. While there was small civil 
society community active even before 
the Rose Revolution in Georgia, there 
was no unifying force bringing all 
the various elements together, at least 
until the 2008 disputed presidential 
elections, when the opposition under 
the leadership of former president 
Levon Ter-Petrossian managed to 
mobilize not only the opposition 
political forces in the country but also 
various civil society groups ranging 
from social to environmental rights 
13 Personal interview with anonymous civil society activist, 
Tbilisi, Georgia. 9 June, 2011. 

14 “Rice: U.S. to Give $1 Billion to ‘Help Georgia Sustain 
Itself’,” The Washington Post, 4 September 2008. 

15 Personal interview with anonymous civil society activist, 
Tbilisi, Georgia. 8 June, 2011.

This narrative was echoed by 
another Georgian civil society 
activist, who when asked, “is 
civil society in Georgia dying?”, 
responded, “no, it is not dying, it 
is already dead!”
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groups. What was different about 
the post-2008 activism was that the 
political polarization and mass rallies 
helped mobilize a younger generation 
of civil society activists. Later, after 
the political climate settled down 
and the possibility of regime change 
receded, civil society groups faced 
yet another challenge - the level 
of mistrust from the public. Many 
people view civil society groups as 
“spies”, a fifth column controlled 
by “foreign entities.”16 Furthermore, 
Armenia’s civil society groups, as 
is the case for many post-Soviet 
countries including Azerbaijan, 
face serious funding deficits from 
national sources. For the most part, 
funds come from international donor 
agencies and embassies - further 
propagating the misconception that 
civil society groups are “foreign 
agents.” It should be mentioned 
that issues such as women’s rights, 
police corruption and environmental 
degradation have been at the 
forefront of public discussion among 
citizens’ initiative groups. Moreover, 
it seems that even with this limited 
funding and increased government 
restrictions, civil society in Armenia 
seems to be attracting younger 
activists and is able to put pressure 
on government decision makers, with 
varying degrees of success.

Future Outlook

On 7 July 2009, when President 

16  Personal interview with anonymous civil society activist, 
Yerevan, Armenia. 26 July, 2011.

Obama visited Russia, he attended 
a meeting organized by U.S. and 
Russian civil society groups where 
he argued that strengthening civil 
society and community activism 
in Russia would eventually result 
in a stronger, more stable and more 
democratic Russia.17 This sentiment 
was echoed almost exactly a year 
later on 3 July 2010 by Secretary of 
State Hillary Clinton in Krakow. She 
made similar observations, arguing 
that civil society advocacy is the 
foundation of democracies in Eastern 
Europe and lies at the heart of U.S.-
Polish cooperation.18 Considering 
the central role that civil society 
is poised to play in U.S. foreign 
policy, understanding the limits 
and opportunities of civil society 
movements in Armenia and Georgia 
could help U.S. policy makers better 
understand and subsequently support 
the consolidation of democracy in 
those countries.

To that end, it is extremely important 
for U.S. policy makers to directly or 
indirectly nurture and support civil 
society movements in Armenia as 
Georgia as mechanisms to develop 
a checks and balance system against 
the governments. The fact remains 
that internal checks and balances 
within the government are absent 
in both Armenia and Georgia. 

17  For the full transcript of President Obama’s remarks see 
http://www.whitehouse.gov/the_press_office/remarks-by-the-
president-at-parallel-civil-society-summit/. Last accessed on 
30 June, 2012.   

18  For full transcript of the speech see http://www.state.gov/
secretary/rm/2010/07/143952.htm. Last accessed on 30 June 2012. 
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Strengthening civil society remains 
the best alternative for continued 
state building in the South Caucasus 
and for helping the long-term 
development of democracy and 
accountability in both countries.
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* Ivlian Haindrava is the director of the South Caucasus studies program at the Republican Institute, Georgia

Ivlian 
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Eight and 
a half years:

Georgian-style Modernization 

The article examines Georgia’s experience after the 
2003 Rose Revolution. The author draws attention to 
the successes and failures of the modernization policy 
enacted by the Georgian government.  

While examining the post-revolution period, the author draws attention to 
the developments of November 2007, when mass protests were brutally sup-
pressed, marking the beginning of a chain of events, including the fraudulent 
presidential election in January, the parliamentary election in May and the 
war with Russia in August 2008. The author argues that the Georgian au-
thorities had entered since a “self-preservation mode”, i.e. their priority was 
no longer to further modernize the country, but to stay in power at any cost.

In the upcoming Parliamentary election, the main question is whether the 
country will turn towards democracy, pluralism, and fair competition, i.e. will 
Georgia gain new impetus toward modernization, or will it become bogged 
down in authoritarian tendencies?
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Eight and a half years have 
passed since the so-called 
“Rose Revolution” in 

Georgia. This period is quite 
sufficient to put together some 
general and specific observations 
and to assess the main results, 
especially in the run-up to this 
autumn’s parliamentary polls 
and the presidential election next 
year when Mikheil Saakashvili’s 
term in office will come to an 
end. Understanding Georgia’s 
experience is of interest not only 
to present and future Georgian 
authorities but also to the former 
Soviet republics involved in the 
EU’s Eastern Partnership program.

The process initiated by the 
change of power in the late 2003 
can accurately be described as a 
modernization project. By that 
time, in a large segment of society, 
a demand for drastic changes had 
crystallized - popular slogans were 
“Georgia without corruption”, 
“Georgia without Shevardnadze 
and Abashidze”. This should not 
automatically be interpreted as the 
need for modernization as such, but 
it does point to a “modernization 
potential” accumulated in society. 
Meanwhile, the political elite (at 
least the core of the revolution 
creators) had developed a political 
will (an understanding of the 
urgency and readiness to act) to 

modernize the country. Thus, the 
first two of three key components 
(though in themselves insufficient) 
of the country’s modernization - 
the need and political will - were 
present. 

The state of the third component 
– the resources – turned out to 
be better than expected. We can 
confidently assert that the level 
of support (legitimacy) Mikheil 
Saakashvili enjoyed in his first 
term in office far exceeded 
that of any other president of 
a post-Soviet republic. Even 
the leader of Ukraine’s Orange 
Revolution, Viktor Yushchenko, 
was supported by only half of his 
country’s population; Saakashvili 
on the other hand received over 
95 per cent of the vote in an early 
presidential election in January 
2004. The support he received 
from the West (primarily the 
United States) was perceived as 
a carte blanche, actually up until 
the war with Russia in August 
2008. Saakashvili’s support 

By that time, in a large seg-
ment of society, a demand for 
drastic changes had crystallized 
- popular slogans were “Geor-
gia without corruption”, “Geor-
gia without Shevardnadze and 
Abashidze”.
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was not only consolidated (both 
internally and externally) but 
also comprehensive: political, 
diplomatic, expert, economic, etc. 
Moreover, the Rose Revolution 
and the growing interest in Georgia 
and the region as a whole played a 
significant role in the incorporation 
of the South Caucasus republics 
into the European Neighborhood 
Policy (ENP) in 2004. Most 
importantly, international funding 
dramatically increased, at a time 
when Georgia was in dire straits 
economically. It became the 
undisputed leader among post-
Soviet republics in terms of the 
volume of US aid per capita.1 The 
EU also gave generous loans and 
grants, while the Soros Foundation 
(Open Society - Georgia) even 
paid salaries to Georgian ministers 
for some time.

It should be acknowledged that 
the country started to change 
immediately after the Rose 
Revolution. A detailed description 
of specific reforms in various 
spheres is beyond the scope of 
this paper, and it is tricky to assess 
them systematically, because 
revolutionary forces simply did 
not have a comprehensive action 
plan. Moreover, the toppling of 
1  In 20 years – 1992-2012 – direct US government assistance 
to Georgia exceeded the combined assistance provided to 
Armenia and Azerbaijan - www.crs.gov

the incumbent regime was not 
originally planned in November 
2003. Saakashvili and his coalition 
only sought a favorable position in 
view of the April 2005 presidential 
elections, when Eduard 
Shevardnadze’s term in office was 
to expire. But developments took 
a different turn2, and as a result 
of a two-round parliamentary 
election in November 2003 and 
March 2004, Georgia acquired 
not only a new parliament but 
also a young, energetic and 
ambitious president (his other 
qualities began to manifest 
themselves as he consolidated his 
power3). The closest to any kind 
of political manifesto held by the 
revolutionary forces was a 1.5 
page-long document titled “Ten 
Steps to Freedom”, created in the 
heart of the non-governmental 
sector supportive of change. 

A brief assessment of the 
objectives stated therein and the 
extent to which they have been 
met is valuable in the context of 
the current discussion.

Step One – freedom of speech. 
By common consent (supported 
2  See I. Haindrava: “Political processes in post-Soviet 
Georgia”, Diaspora, oil and roses collection, Heinrich Böll 
Foundation and the Caucasus Media Institute, Yerevan, 2005, 
p. 137-151

3  Winston Churchill said that power has a tumor-like effect 
on a person: the growing perception of one’s own importance 
suppresses other better qualities. 
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by official data and assessments 
by leading international human 
rights organizations such as 
Freedom House), the situation in 
this area has deteriorated since the 
Rose Revolution. Government-
controlled television channels (the 
sources of political information for 
the vast majority of the population) 
have created a “parallel reality” 
in which Georgia is portrayed as 
the fastest growing country, its 
government as the most efficient, 
and its president as the very best 
among the best.

Step Two – education reform. The 
elimination of corruption in higher 
education institutions is rightly 
considered one of Saakashvili’s 
key achievements. In Soviet and 
post-Soviet Georgia, boys and 
girls embarked upon their student 
and adult lives through corrupt 
deals which were no secret to 
anyone, including themselves. 
This clearly affected their mindset 
and subsequently, their lives and 
activities. Unfortunately, along 
with corruption, educational 
standards as such were also 
eradicated from the system, and 
in this sense, the success of the 
reform is questionable.

Step Three – decentralization 
of security agencies and the 
introduction of jury trials. 

Something opposite to the 
original intention happened: the 
interior and national security 
ministries were merged, a move 
made possible by constitutional 
amendments made in December 
2006. As a result, the agency 
turned into a Soviet era monster, a 
mighty, uncontrollable and highly 
politicized bulwark of the regime.  
The fledgling jury trials (held only 
for serious criminal offenses) 
cannot rescue the judiciary, which 
is entirely dependent on the 
executive branch4.

Step Four – broad self-governance. 
In the context of centralization 
of power and total budgetary 
dependence by municipalities 
on the central government, self-
governance remains an abstract 
notion in Georgia. Representative 
and executive authorities on the 
ground are dominated by the 
ruling party as much (or even 
more so) as in the capital and local 
leaders are accountable not to 
voters but to whomever appoints 
them. Accordingly, democracy 
and political competition are not 
4  See for example: http://www.bbc.co.uk/russian/
international/2011/07/110706_georgia_courts_critic.shtml

The elimination of corruption in 
higher education institutions is 
rightly considered one of Saa-
kashvili’s key achievements.
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developing at a grassroots level. 
There is no platform for the 
development and promotion of 
national leaders in the regions.

Step Five – lustration. After 
coming to power, Saakashvili 
“forgot” about this promise, 
and a parliamentary majority 
continuously blocked the 
consideration and adoption 
of the bill elaborated by the 
opposition. Only on 31 May 
2011 did parliament adopt the 
so-called Freedom Charter 
which, along with elements of 
lustration (restrictions for former 
communist nomenclature and the 
KGB5 employees of the Soviet 
time), contained an anti-terrorist 
section and provisions prohibiting 
Soviet symbols. The law drew a 
barrage of criticism from NGOs, 
who argued it entailed a threat to 
fundamental rights and freedoms.

Step Six – withdrawal of Russian 
military bases from Georgia. 
Launched under Shevardnadze, 
the process (a relevant agreement 
was signed at the OSCE summit 
in Istanbul in 1999) seemed to 
have gained momentum under 
Saakashvili but the war of August 
2008 turned everything upside 
down. Today, Russian military 
5  Commonly used acronym for the Russian: Komitet 
Gosudarstvennoy Bezopasnosti, in English: Committee for 
State Security 

presence in Georgia (Abkhazia 
and South Ossetia) is much greater 
than it was before the war.

Step Seven – restoration of 
territorial integrity. This provision 
now may be interpreted only 
as an example of grim humor. 
Without placing all the blame 
on Saakashvili’s shoulders (all 
previous Georgian leaders did no 
better), it should be noted that it 
was his systematic adventuring (in 
2004, 2006, 2008) that contributed 
to a situation in which Abkhazia 
and South Ossetia were raised by 
Russia to the rank of “partially 
recognized states” and the issue of 
their reintegration into Georgia in 
the short and medium term lost all 
traction.

Step Eight - military reform. The 
2008 war dealt a heavy blow 
to one of the most successful 
reforms. Membership in NATO 
has been postponed indefinitely; 
while Georgia has recently been 
named an aspirant state, it remains 
unclear what will happen in this 
direction, and what the timescale 
is. Accordingly, the problem of 
security is still far from being 

Today, Russian military pres-
ence in Georgia (Abkhazia and 
South Ossetia) is much greater
than it was before the war.
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resolved. Despite the rapid growth 
of military spending observed in 
2004-2008 (peaking in 2008 when 
it reached 25 per cent of total budget 
expenditure and over 8 per cent of 
GDP), the military component of 
the broader modernization strategy 
can be deemed a failure. While 
it is true that Georgia’s army is 
much stronger today than before 
the Rose Revolution, the August 
War meant that key financial and 
human resources were diverted 
towards the military and away from 
other modernization initiatives. 
Recently, Saakashvili has been 
pursuing the idea of   creating a 
national military industry, but 
this has garnered nothing but 
skepticism from experts.

Step nine - support for private 
enterprises. The early successes 
in this area were followed by a 
serious setback. Major businesses 
are controlled by the government, 
and even a hint at a lack of complete 
political loyalty to the authorities 
is highly risky and inevitably leads 
to insurmountable difficulties 
involving either the business 

going bankrupt, or being squeezed 
out of the country - at times both. 
The appearance of billionaire 
Bidzina Ivanishvili on the political 
scene made things obvious even 
to those who maintained an “eyes 
wide shut” approach; the entire 
state apparatus works to block 
the activities of this former ally 
and sponsor (Ivanishvili spent 
about a billion dollars on charity 
and financed many government 
programs), while the parliament 
repeatedly amends the laws to 
limit the political opportunities 
of this dangerous opponent. This 
mockery of the constitution, which 
has been repeatedly amended 
to keep pace with the changing 
demands of the political situation, 
continues.

Step Ten - deprivation of un-
founded property.6  The “success” 
in this area has surpassed all 
expectations: the scale of property 
redistribution after the Rose 
Revolution was so immense that 
some quick minds started talking 
about a complete nationalization 
of the country (by the name of the 
ruling party – the United National 
Movement). Initially, citizens 

6  “… unfounded property shall be the property as well as the 
revenues generated therefrom or stocks (shares) held therein 
in respect of a lawful receipt of which the person, his family 
member, close relative or related person no document or such 
property has been obtained with the funds earned from the 
transfer of unlawful property” Criminal Code of Georgia, 
Article 194, note 2.

The appearance of billionaire 
Bidzina Ivanishvili on the politi-
cal scene made things obvious 
even to those who maintained 
an “eyes wide shut” approach.
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were pleased to watch television 
reports of movable and immovable 
property being confiscated from 
the Shevardnadze government 
officials who somehow had made 
fortunes on their meager official 
salaries. But they gradually lost 
interest in this spectacle. Besides, 
the arbitrariness with respect 
to private property, selective 
application of the law, favoritism 
and the resulting monopolistic 
trends became a major systemic 
problem. Some oligarchs were 
replaced by new ones, but the 
livelihoods of ordinary people did 
not improve.7

Naturally not each of these steps 
may or should be considered solely 
in the modernization context; on 
the other hand the many other 
things that have happened in 
Georgia during recent years (and 
which were not presented in the 
“Ten Steps to Freedom” document) 
should be viewed exactly through 
7  The levels of unemployment and poverty in post-
revolutionary years have not improved, while the GDP per 
capita in Georgia is less than in Armenia (and less than 
half as high as in Azerbaijan), although there have been no 
modernization “miracles” in Armenia. Moreover, after the war 
of 2008, Georgia received $4.5 billion in grants and loans from 
Western donors, while the Armenian economy shrank by 14.5 
per cent in the wake of the global recession in 2009.

the prism of modernization. 
Thus it is useful at this point to 
present a brief overview of the 
types and impacts of the various 
areas of reform undertaken by the 
Saakashvili government.

The bureaucracy in Georgia has 
changed fundamentally for the 
better through administrative re-
form. It is no longer Soviet nor 
even post-Soviet bureaucracy; it is 
non-Soviet:

n	 An average Georgian official 
(customs, border guard or po-
lice) is sufficiently courteous  
and issues documents (cer-
tificates, licenses) in a timely 
manner and for an officially 
set service tariff;

n		 Corruption in daily life has 
practically been eliminated: 
opinion polls suggest that over 
95 per cent of the population 
has not paid a bribe in the past 
few years;

n		 Bureaucratic procedures have 
been significantly simplified; 
the benefits of computerization 
are extensively used, so that 
documents can be issued even 
when you are abroad using 
e-mail and Skype.

But: the merging of the state with 
the ruling party is reminiscent of a 

The bureaucracy in Georgia has
changed fundamentally for the
better through administrative
reform.
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Soviet era party and state alliance. 
No less alarming is the unhindered 
control by party/state structures 
over private capital and property 
(“elite corruption”).

Things for the man in the street 
have improved in Georgia:

n		 The number of burglaries and 
car thefts has significantly 
dropped;

n		 The streets and public trans-
port have become much safer 
thanks to the efficiency of the 
patrol police;

n		 The influence of Soviet type 
criminal authorities8 and or-
ganized crime in social struc-
tures and institutions has de-
creased dramatically. 

But: the prisons are overcrowded 
and the severity of punishments 
often exceeds reasonable limits9; 
the politicization of the law-
enforcement and judicial systems 
points to police arbitrariness. 

The infrastructure has substantially 
improved:
8  In Russian: воровской мир, «воры в законе»

9  From 2004 to 2011, the number of prisoners in Georgia 
increased by 17,000 people, making Georgia one of the world’s 
top five countries in terms of the number of prisoners per 
100,000 people. Minor offenses are punished very severely in 
Georgia and the acquittal rate is very low. In 2006-2011, 653 
people died in Georgia’s prisons (http://www.ombudsman.
ge/files/downloads/en/hcqkqyhblwldxcayqiwg.pdf p.362), 
exceeding the number of people killed on the Georgian side in 
the Russian-Georgian war in August 2008 (about 400 people, 
according to official figures). 

n		 People no longer celebrate 
electricity being provided; 
rather they are indignant on 
the rare occasions that it is 
switched off; rural areas are 
being gasified (energy is one 
of the country’s priorities);

n		 Roads are being restored, pub-
lic transport and communica-
tion sectors operate smoothly;

n		 Major investment is made in 
landscaping and the establish-
ment of new tourist centers.

But: price of utility tariffs in general 
are high even by EU standards, 
although the salaries and pensions 
are far from European standard. 
The façade-type of changes that 
are meant to impress foreign 
tourists annoys many citizens who 
for the most part do not benefit.

One may continue to describe 
Georgian paradoxes based on a 
formula “yes, but…”, or switch 
to the principle “no, though…” 
However, some other Georgian 
government initiatives are also 
worth reviewing in the context of 
modernization.

1. The transformation of Georgia 
into a regional financial center10 - 
10  “At the time, the government’s five-year program  for 
2008-2012 included a provision according to which setting 
up of financial center with its liberal financial system was 
intended; at the time the government was expecting that the 
center would have attracted USD 12 billion investments and 
created 10,000 new jobs.” http://www.civil.ge/eng/article.
php?id=24729&search= 
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very few will remember this pre-
war initiative. A law “On the global 
competitiveness of the financial 
sector” was passed in March 2008, 
but due to the Russian-Georgian 
war and the global financial crisis, 
it fell by the wayside. Besides, 
there were no favorable conditions 
for such an ambitious initiative. 
But the notion was presented as 
a new idea on 4 May 2012, when 
President Saakashvili announced 
that a special financial zone would 
be established in the seaside village 
of Gonio, near the Turkish border. 
“It will be a huge industry for 
Batumi and Adjara and for the rest 
of Georgia; it will be a new Batumi 
with 40, 50, 60-storey buildings; 
we are adopting law now and we 
will be starting its implementation 
by the end of the year and I think 
it will take ten more years to put 
this zone in full operation; you 
will see soon buildings, offices 
will spread like mushrooms over 
there,” Saakashvili said. 11

What remains unclear, however, 
is who will be responsible for 
the fulfillment of this extravagant 
promise ten years from now. Can 
it be Mr. Saakashvili?

2. Attempts are being made to raise 
the standard of English teaching 
in schools. For this purpose, 
11  Ibid.

about a thousand volunteers from 
English-speaking countries come 
to Georgia each year to teach 
English in schools. A positive 
side effect is the fact that students 
learn Western culture through this 
type of interaction. The problem 
is that few of these volunteers 
are professional teachers (they 
receive training prior coming to 
Georgia and leave in a year), and 
they squeeze out local workers – 
admittedly, whose qualifications 
are also weak. But this money 
could be spent on training 
Georgian teachers in the English-
speaking countries, thus creating a 
qualified and permanent teaching 
staff.

3. The construction of a new 
500,000 resident city, Lazika, on 
the Black Sea coast. It is clear 
that urbanization is an inevitable 
component of modernization, but 
the idea strikes an odd note in 
the present circumstances. First, 
about 30 km from the proposed 
construction site lies the port city 
of Poti, which is being seriously 
underutilized. Another 70 km 

What remains unclear, however,
is who will be responsible for the 
fulfillment of this extravagant 
promise ten years from now. 
Can it be Mr. Saakashvili?
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south of Poti is the Batumi sea 
port. Furthermore, Lazika is to 
be built on swamps which serve 
as a habitat for waterfowl and 
are protected by the Ramsar 
Convention. Third, it is unclear 
how the city’s development will 
be financed, because the Georgian 
state budget clearly cannot afford 
projects of this magnitude without 
external assistance. Finally, it 
is unknown who will be living 
and working there, and why. It 
is therefore not surprising that 
political analyst Ghia Nodia has 
asked the very natural question of 
whether Lazika is not just another 
whim of a dictator obsessed with 
mega-projects?12

Incidentally, Nodia, the former 
minister of education, described 
events in Georgia as “authoritarian 
modernization” as early as 2006. It 
is noteworthy that less than three 
years after the Rose Revolution, 
his definition contained the word 
“authoritarian”13, though many 
people in the West (and in Georgia 
proper) were still euphoric over 
the “Georgian breakthrough”, 
meaning in particular the demo-
cratic progress . While on an of-
ficial visit in Tbilisi in May 2005, 
12  http://www.ekhokavkaza.com/content/article/24566695.
html

13  A few months later on 10 January 2007, the author 
published an article titled “Infantile Autocracy”, in the 
Georgian newspaper “Rezonansi” – its title speaks for itself.

the former US President George 
W. Bush described Georgia as a 
“beacon of democracy”, which did 
a serious disservice to the country, 
its people and government. With 
such an endorsement, the “U.S.-
educated pro-Western Georgian 
president” (an American descrip-
tion which served as a default 
extension of Saakashvili’s name 
for a long time) understandably 
believed he was at liberty to do 
anything. Accordingly, Georgian 
modernization became anything 
but democratization.

Along with the political space, 
Saakashvili and his team mo-
nopolized the right to the ultimate 
truth, indiscriminately dismissing 
any objections, regardless of how 
substantive they were. Parliament 
turned into a body that mindlessly 
rubber-stamped government ini-
tiatives and ignored democratic 
procedures prescribed by law. The 
practically unlimited administra-
tive resources provide the “nec-
essary” figures in the elections of 
any level. As a result, the concept 
of accountability remains theoreti-
cal. Instead of prudent reforms, 
the country has plunged into an 
abyss of endless experimentation. 
While the early years after the 
Rose Revolution - 2004-2007 - 
brought a series of positive results 
(discussed above), there was less 
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modernization and more authori-
tarianism as time went on.

The developments of November 
2007, when mass protests were 
brutally suppressed, marked the 
beginning of a chain of events – the 
fraudulent presidential election in 
January, the parliamentary pseudo-
elections in May, and then the 
war with Russia in August 2008. 
These showed that the authorities 
had entered the “self-preservation 
mode”, i.e. the priority was no 
longer to transform the country but 
to stay in power at all costs. The 
blatant irresponsibility Saakashvili 
displayed in the conflict with 
Georgia’s northern neighbor 
prompted the West and the U.S. 
in particular to change their views 
about him. The global financial 
crisis diverted attention away from 
Georgia, but there was an increasing 
feeling that despite Saakashvili 
masterful rhetoric, things were 
not as good as Tbilisi was saying. 
The change of administration in 
Washington contributed to this 
process. In the first 22 months 
after the war Saakashvili did not 
visit a single Western country on 
an official visit, though he still 
travelled internationally.

It was during this cooling of rela-
tions with the West that Saakash-
vili tabled the idea of Georgia’s 
“Singaporization” (Dubai being 
the “backup” option), which in 
turn replaced the slogan “let’s turn 
Georgia into a Caucasian Swit-
zerland”. It is hardly necessary to 
outline the differences between 
Singapore and Georgia. In fact, it 
might be more useful to establish 
whether there is anything in com-
mon at all, except for the size of the 
populations. But government offi-
cials are reluctant to expand on the 
subject, leaving the floor to Presi-
dent Saakashvili, who does not ap-
pear unduly concerned about the 
practical implementation of any 
project (e.g. Lazika), and focuses 
instead on the proclaimed ben-
efits of the idea14. However, there 
is reasonable suspicion that the 
Georgian president favors the Sin-
gaporean model not because of its 
rapid and successful economic de-
velopment (modernization in the 
East Asian manner), but due to the 
tradition of conservation of power 
by a single leader over decades. 
The “Caucasian Switzerland” 
idea did not work – Switzerland is 
too democratic; instead Singapore 
can serve as an example, especially 
since it can boast many things, but 
14  Saakashvili tends to present projects that are still in their 
infancy as accomplishments that have already benefited his 
fellow countrymen.
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not democracy. Thus, we have a 
formula: “modernization minus de-
mocratization equals Singaporiza-
tion” – the ideological foundation of 
Georgia’s ruling elite.

Moreover, Singapore has another 
feature that may attract the 
Georgian president: there is no 
agriculture there. There is none 
at all because the size of the 
island city-state of Singapore is 
comparable with that of Tbilisi. 
And since Georgian leaders 
do not have any understanding 
of agricultural development15 
(according to official statistics, 
45 per cent of the population 
is engaged in agriculture but it 
accounts for less than 8 per cent of 
the GDP), its abolition is perceived 
as a solution. 

It seems that the chances of Georgia 
becoming a second Singapore 
are less than zero. Interestingly, 
however, Georgia’s European 
partners are asking with barely 
concealed astonishment whether 
the country wants to integrate 
15  But experiments are conducted even here: first the farmers 
are told to grow genetically modified American corn, which for 
some reason refuses to grow in Georgia; South African farmers 
are invited to Georgia to boost its ailing agriculture. Still, the 
revival of Georgia’s extremely weak agricultural sector is a 
difficult task.

into the Euro-Atlantic space or 
to become another Singapore. 
These are very different models 
of development, modernization 
and even thinking. The EU will 
not object to Georgia’s sovereign 
choice; it may even be relieved 
if Georgia U-turns towards East. 
All it wants (as do the people of 
Georgia) is clarity. Another issue - 
hardly the root of the problem, but 
arguably pertinent - is the fact that 
Georgians are more likely than 
other Eastern Partnership country 
citizens to be refused EU visas 
(about 17 per cent of all applicants 
from Georgia are unsuccessful).16 

In fact, the Georgians are also 
holding the lead in attempts to 
illegally cross the Belarusian-
Lithuanian border (the Schengen 
border). A question arises: why 
flee from a modernizing country, 
which, according to its authorities, 
is moving triumphantly forward?

In all fairness, it should be noted 
that the environment in which 
Saakashvili began the process of 
16  For more information:  http://vestikavkaza.ru/news/
politika/diplomatia/56980.html also: www.liberal-academy-
tbilisi/georgia 

The “Caucasian Switzerland” 
idea did not work – Switzerland 
is too democratic.

The EU will not object to Geor-
gia’s sovereign choice; it may 
even be relieved if Georgia U-
turns towards East.
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modernization was not favorable. 
Firstly, Georgian society is deeply 
patriarchal, at least by European 
standards. This patriarchal lifestyle 
was exacerbated by 70 years 
of Soviet rule, which led to the 
atrophy of civic consciousness, 
legal nihilism, and opened 
boundless expanses for individual 
and collective irresponsibility, 
dependency, corruption, nepotism 
– put briefly, moral degradation. 
As a result, inefficient post-Soviet 
state institutions emerged. Under 
such circumstances, many ordinary 
citizens who were in search of 
national identity and moral support 
under these difficult conditions 
turned to the church.17 At the same 
time, the religious institutions, 
starting with the country’s 
dominant Orthodox Church, can 
hardly be regarded as allies or even 
loyal companions of modernization 
(westernization, globalization). 

Second, the geographic location 
was not optimum for modernization 
17  The Georgian Orthodox Church institutionally and the 
Catholicos-Patriarch personally enjoy the highest confidence 
rating, over 90 per cent; see: http://www.iri.org/news-events-
press-center/news/iri-releases-expanded-nationwide-survey-
georgian-public-opinion 

either, because unlike the Baltic 
countries, whose “Europeanness” 
was beyond doubt both inside and 
outside and which helped clarify 
their priorities, the countries of the 
South Caucasus were involved in 
various stand-offs with each other 
or internally even before gaining 
real independence. Of the region’s 
immediate neighbors only Turkey 
could provide some guidance 
for successful but still not 
comprehensive and irreversible 
modernization.

Third, the backwardness of 
the country’s technology and 
communications sectors (half of 
Georgia’s population has never 
used the Internet), the obsolete 
industrial and agricultural base, 
the lukewarm work ethic (coupled 
with a desire for comfortable 
living) and the rapid “de-skilling” 
of the economically active during 
the difficult times of the 1990s was 
not conducive to modernization 
initiatives. 

One can continue to discuss 
the obstacles presented by the 
natural character, but what is 
important to note is that without 
such impediments, modernization 
would have not been such a 
challenge for Georgia.

One way or another, in eight and 

Of the region’s immediate neigh-
bors only Turkey could provide 
some guidance for successful 
but still not comprehensive and 
irreversible modernization.
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a half years Mikheil Saakashvili 
wasted a significant part of his 
vast support (both internal and 
external), undermined public 
confidence in the reforms and 
distorted the political will for 
modernization into a primitive 
desire to retain power at any 
cost. In the years since the Rose 
Revolution, Georgia has become 
neither a sustainable democracy 
nor a sustainable economy. But 
Saakashvili still has a chance to be 
remembered as a reform-minded 
president rather than a trivial 
authoritarian ruler. To do this, 
he should exit in the prescribed 
time and create a precedent for a 
constitutional power change in 
Georgia. The main issue of this 
autumn’s parliamentary election in 
Georgia is not so much economic 
or social policy, and foreign policy 
even less. The main question is 
whether the country will turn 
towards the ideals of democracy, 
pluralism, and fair competition; 
i.e. will Georgia gain new impetus 
toward modernization, or become 
bogged down in authoritarianism 

On 26  May, Georgian Indepen-
dence Day, the Tbilisi authorities 
hung huge English-language 
banners, ‘Saakashvili Rebuilds 
a Country’, on parliament and 
several other prominent buildings 
in the capital. Only Comrade Stalin 

could afford such displays, while 
Nikita Khrushchev and Leonid 
Brezhnev were more modest.
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The Emerging Patterns of 
Azerbaijan’s International 

Energy Policy:
Continuities and 

Changes

This article examines Azerbaijan’s energy policy since 
independence, identifying continuities and changes. 
Opening with the continuities, the author argues that 
Azerbaijan has been very careful to avoid antagonizing 

Russia and Iran while deepening ties with the West. Secondly, it has proven 
to be a reliable partner in energy deals. Thirdly, in the direction of the West, 
Baku still has tried to diversify in terms of ownership and pipeline routes. 
Fourthly, having successfully negotiated the transport of its oil to the open 
sea via Georgia and Turkey, Azerbaijan is trying to replicate this success in 
the natural gas market. There are also new developments or modifications of 
the initial positions the country has taken. For instance, Azerbaijan is, argu-
ably, becoming over-dependent on Turkey, acquiring more active role in the 
natural gas business and attempting to capture more profits in the hydrocar-
bon value chain.  The country’s increasingly active stance in the resolution 
of the Nagorno-Karabakh conflict is another aspect. Last but not least, as 
Azerbaijan is extracting more oil and gas, the depletion rate is speeding up, 
which will push the country to explore for further reserves in sensitive border 
areas - where there is potential for conflict with neighbors.
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Today, twenty years after 
independence, one can speak 
of the relatively clear patterns 

in Azerbaijan’s international energy 
policy. Some of these trends have been 
there since the very beginning, others 
would qualify as new developments, 
and still more are modifications of the 
country’s initial positions. Looking 
first at the continuities, Azerbaijan 
has been very careful to avoid 
antagonizing Russia and Iran while 
unmistakably deepening ties with the 
West. Secondly, it has proven to be a 
reliable partner in energy deals, not 
reneging on its promises. Thirdly, in 
the direction of the West, Baku still 
has tried to diversify, reaching deals 
with as many Western companies and 
countries as possible, and investing 
in alternative routes. This third 
aspect requires some modification, 
as Azerbaijan, specifically in pipeline 
matters, is become over-dependent 
on Turkey. Finally, after successfully 
transporting its oil to the open sea 
via Georgia and Turkey, Azerbaijan 
is trying to replicate this success in 
the natural gas market. This matter 
straddles continuity and change; 
Azerbaijan is going beyond what it 
has learned with oil and is trying to 
become an independent leader and to 
contribute more to the process. 

This last point is a subcategory of one 
of the fundamental changes that is 
happening in the Azerbaijani oil and 
gas industry. Having accomplished 
the first phase of developing its 
hydrocarbon resources, Azerbaijan 

has been moving down the value 
chain to capture more profits beyond 
the export of its unrefined raw 
materials. An additional development 
is that with its increasing hydrocarbon 
revenues, Azerbaijan has been 
increasing its soft and hard power 
capacity considerably in order to end 
Armenia’s occupation of one-fifth 
of its sovereign territory. Last but 
not least, as Azerbaijan is extracting 
more oil and gas, the depletion rate 
is speeding up, which will push 
the country to explore for further 
reserves in sensitive border areas, 
where there is potential for conflict 
with neighbors.

Western Direction

The importance of this issue lies in the 
surprising recurrence of the question 
about Azerbaijan’s energy vision.  
The debates preceding the decision 
on the main oil export pipeline in 
1990s resurfaced before Azerbaijan 
made a choice about the route to 
export its natural gas from Shah 
Deniz II.1 In hindsight, one can say 
with confidence that the intention of 
all Azerbaijani governments from the 
outset was to look West. For a country 
that cut a deal with the Western firms 
in 1994 despite Russia’s aggressive 
dissatisfaction, the expectation could 
hardly have been otherwise. 

From the beginning, ideology and 
pragmatism in Azerbaijan pointed 
1  “Russia: Moscow’s Grip on Caucasus Energy Tightens,” 
Stratfor, June 30, 2009
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in the same direction. The Elchibey 
government of 1991-1992 might 
have seen Western alignment as a 
more ideologically based approach. 
In fact, ideology might explain their 
suicidal stubbornness in insisting on 
this alignment to the total exclusion 
of Russia. Thus it was not surprising 
that the more pragmatic Heydar 
Aliyev government contemplated 
alternative options. But in retrospect 
it becomes clear that the consideration 
of the Russian route was nothing 
more than a move to balance the 
country’s greatest threat and to keep 
alternative options open.2 As soon as 
the Turkish and Western presences 
were deemed sufficient to balance 

the imminent and immediate Russian 
threat, Azerbaijan went the way it 
apparently had been intending to go 
all along.

Both economically and in terms of 
state survival, the Western option 
seems to have been the optimal 
choice. Only the West had the 
required technical and organizational 
capacity to exploit Azerbaijan’s 
2  Brenda Shaffer, Energy Politics, University of Pennsylvania 
Press, 2010, p. 54.

difficult offshore reserves. Moreover, 
the Turkish route might have been 
economically costly in the short 
term, but in the long run the legal 
enforceability of the deal secured 
steady return on investments. 
Politically speaking, this choice was 
an attempt to escape the Russian grip, 
as Moscow was uneasy about the 
sovereignty of the newly independent 
Soviet republics. But something is 
still missing in this interpretation. 
Although moving toward the West 
seemed reasonable, so did a Russian 
alliance. Russia was extremely angry 
about the possibility of losing its 
monopoly over the hydrocarbon 
exploitation and transit routes in the 
post-Soviet space. No other country 
enjoyed as much influence in the 
region as Russia; it had the potentially 
huge resources to punish and reward. 
For instance, Russia was the key to 
the resolution of Nagorno- Karabakh 
conflict, a paramount issue for 
Azerbaijan.  At the same time, going 
directly to the Black Sea could have 
saved billions in the establishment 
and maintenance costs of the export 
pipeline. Therefore, in seeking to 
understand the crucial factor in the 
decision making process, one must 
look to the thinking of the Azerbaijani 
political elite. 

There was a conviction that the 
West was a better option than 

As soon as the Turkish and West-
ern presences were deemed suf-
ficient to balance the imminent 
and immediate Russian threat, 
Azerbaijan went the way it ap-
parently had been intending to 
go all along.

It was Russia that invaded and 
destroyed the nascent democrat-
ic Azerbaijan in 1920.
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Russia, politically, economically 
and culturally. This was about 
parting ways with a relationship 
that had shaped the past 170 years. 
Azerbaijan understood the nature 
of this relationship, past and future, 
and there was a conscious effort to 
discontinue it. It was Russia that 
invaded and destroyed the nascent 
democratic Azerbaijan in 1920, and 
it was Russia that was behind the 
military occupation of one fifth of 
Azerbaijani territory. Russia, the heir 
of the omnipotent and controlling 
USSR, was no longer desirable 
as a political partner. Therefore, 
Azerbaijan could liberate itself by 
leveraging its oil wealth, there was 
no way the country would sacrifice 
it to Russia. Thus, it is surprising 
that the debate on which direction 
to take has gone on for so long. The 
strategic choice must have been clear 
from the very start. Occasionally 
Azerbaijan could have been waiting 
for the most appropriate moment for 
action, but the end result we have 
today, regarding the ownership and 
direction of the export routes of oil 
and gas, is no accident.3

This brings us to what many scholars 
of Azerbaijan fail to understand.  
Energy policy has not been about the 
political survival of the ruling elite. 
Apparently, the choice of Russia 
would have been a better alternative in 
this regard. The Western option was a 
3  It is interesting that the same debate about which way to 
go has never been a domestic issues. There has been a broad 
consensus within Azerbaijan about the Western direction. 

risky choice for the decision makers, 
but the best one for the sovereignty 
and welfare of the country, and the 
choice was the latter. The same 
trend continues under the current 
government of Azerbaijan, headed 
by Ilham Aliyev. Contrary to the 
widespread argument, Azerbaijan is 
not balancing the three major powers 
in its neighborhood and grappling 
with a shapeless foreign policy. In its 
energy deals, nothing fundamental 
has been offered to Russia or Iran. 
All that has been offered to them was 
an absolute minimum to keep them 
satisfied, while all the strategic shares 
and routes have gone to the West.

Reliable Partner

The importance of trust between 
a host country and oil companies 
is well explained in Vernon’s 
Obsolescing Bargaining Theory.4 
Given the capital intensive nature of 
hydrocarbon extraction and the huge 
sunk cost involved in establishing 
the necessary infrastructure in the 
host countries, oil companies face 
great risks. The mirror image of the 
same issue for the host country is 
a substantial advantage regarding 
the inflow of huge amounts of 
capital during the initial stages. This 
4  Vernon, Raymond. 1971. Sovereignty at Bay: The 
Miltinational Spread of US Enterprises. New York: Basic 
Books. 

Energy policy has not bee about 
the political survival of the rul-
ing elite.
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problem becomes particularly acute 
in countries with problematic legal 
environments in terms of property 
rights. Therefore, by their very nature, 
deals between foreign oil companies 
and host countries follow a clear 
pattern. At the start, oil companies 
are careful to invest and host 
countries are willing to bring them 
in. This creates a better bargaining 
position for the companies. Yet after 
the initial investments, it is costly for 
a firm to depart, which in turn creates 
an incentive for the host countries to 
renege on initial deals and to change 
their terms. Cases of such behavior 
abound.5 

Given the modest reserves by 
global standards, the land-locked 
situation, internally volatile political 
environment and quite credible 
threats from Russia and Iran, it is 
understandable that Western oil 
majors were willing to come to 
Azerbaijan only under extremely 
favorable circumstances. For the 
same reasons, it is no surprise that 
Azerbaijan was willing to accept 
those conditions. Comparatively 
speaking, Azerbaijani PSAs are 
fairly business friendly.6 Yet despite 
this, even after most of the initially 
problems were removed and the firms 
had already made their substantial 
investments, Azerbaijan did not 
5  Falola, Toyin and Ann Genova, The Politics Of The Global 
Oil Industry: An Introduction, Praeger, Westpoint, 2005, pp. 
43-62.

6  Bindermann, Kristen, Production Sharing Agreements: An 
Economic Analysis, Oxford Institute for Energy Studies, WMP 
25, October, 1999,  p. 71-72.

change its terms in any substantive 
sense. The situation unfolded 
differently in another major Caspian 
littoral state, Kazakhstan, and foreign 
investors have unquestionably faced 
greater problems in Russia. 

There are several reasons that 
Azerbaijan has not tried to modify 
the agreements in the 2000s. The 
country’s oil and gas reserves are 
significant, but not huge by global 
standards.7 The big money-making 
reserves remain beyond the technical 
capacity of national oil companies. 
Yet there are still many cases where 
countries in similar situations have 
reneged on contracts, notably in 
Kazakhstan and Russia, at least 
regarding specific oil and gas 
reserves. There is always an element 
of choice, and the stance Azerbaijan 
has taken has been largely a matter 
of political will, which signifies more 
than an attempt to cultivate relations 
with the West and its multinationals. 
Respect for treaties is becoming a 
key part of Azerbaijan’s international 
energy profile.

Diversification in the Oil/Gas 
Business

Diversification of the ownership 
of the oil and gas reserves as well 
7  According to CIA country report Azerbaijan occupies 19th 
place in terms of proved oil and 27th in terms of proved gas 
reserves in the world.

Respect for treaties is becoming 
a key part of Azerbaijan’s inter-
national energy profile.
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as the pipeline routes has also been 
part of a considered strategy. This 
diversification serves four purposes: 
satisfying the minimum demands of 
the major players to the north and 
south, i.e., Russia and Iran, bringing 
in the maximum number Western 
countries to counter Russia and Iran, 
keeping alternative options open, 
and achieving a better bargaining 
position. The first two points are 
related to the discussion above. 
The shares given to Russian and 
Iranian companies were more about 
softening their official position 
and buying their acquiescence than 
anything else. There was no question 
that while satisfying Russia and Iran 
Azerbaijan was clearly outsourcing 
its hydrocarbon reserves to Western 
countries and their energy companies. 
Baku did not perceive the West as a 
threat to be balanced. Azerbaijan tried 
attract as many Western countries 
aboard as it could: the UK, U.S., 
Norway, Italy, France, Japan, Turkey 
have all been represented.8  

The third aspect of diversification 
was about keeping alternatives open 
in case something went wrong. If 
a company was not doing its job, 
there would be others immediate 
available to take over their shares. 
They were already in Azerbaijan, 
already familiar with the political 
8  Cornel, Svante, Azerbaijan Since Independence, Sharpe, 
USA, 2011, p. 395-397.

and technical environment and thus, 
it would not take them long to make 
a decision. Regarding the pipelines, 
having Baku-Novorossisk and Baku-
Supsa were expensive alternatives, 
but in one of the most volatile regions 
of the world they were worth having. 
These pipelines have several times 
proven their usefulness when the 
main artery of the Azerbaijani oil has 
been temporarily cut off. Moreover, 
even if the main pipelines are secure, 
the confidence created by having the 
alternatives cannot be overstated. 
Lastly, the Azerbaijani government 
wanted to diversify the ownership 
structure and pipeline routes among 
different companies and countries 
in order to gain a better bargaining 
position. Dissolving the monopoly 
on the part of the oil companies while 
speaking with one unified voice was 
a good thought, at least theoretically 
speaking.  

The developments with natural gas, 
however, have led to significant 
changes in this diversification trend. 
Today, Azerbaijan sending its oil 
through Georgia and Turkey; its 
natural gas from Shah Deniz I is 
following the same path, and with 
TANAP, Shah Deniz II faces the same 
end. True, there are still the Baku-
Supsa and Baku-Novorossisk routes 
for oil, although they may not be 
enough to fully replace BTC, given 
that the latter has not been functioning 
at full capacity. But even in the 
context of the declining output of oil, 
even the worst possible scenario does 

Baku did not perceive the West 
as a threat to be balanced.
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not look too worrisome. The situation 
with natural gas could be a little 
different. The immediate alternatives 
for Azerbaijan are exports to Russia 
and Iran, and to go through the Black 
Sea as CNG and LNG in the long run. 
But the latter would take time and a 
lot of resources. In fact, one of the 
reasons Azerbaijan is continuing to 
follow the Georgia-Turkey path has 
been the geopolitical constraints it 
faces and the much more expensive 
alternatives through the Black Sea.

The potential problems with these 
routes are political. There could be 
terrorist attacks, but in the strategic 
sense this seems less significant. That 
Armenian intervention in Azerbaijan 
or Russian intervention in Georgia 
would stop the flow of oil and gas is 
also highly unlikely. Georgia itself, 
given its pro-Western tendencies 
and limited resources, would hardly 
abuse its commitments. But Turkey 
could be a slightly different story. 
The key vulnerability for Azerbaijan 
in the continuing success of its energy 
policy could turn out to be the same 
factor that has been its main strength. 
If the latent problems in the relations 
between the countries reach a low 
point like they did in 2009, there will 
be negative consequences. 

Both Turkey and Azerbaijan are 
convinced that they have been doing 
the other side a favor, and without 
much gratitude in return. Turkey 
feels that it made numerous economic 
sacrifices in bringing the Azerbaijani 
oil to the Mediterranean, where 
BOTAS is continuing to lose money, 
that they sacrificed their desire to 
buy Turkmen gas to keep Azerbaijan 
happy. Given that they also closed 
their borders with Armenia in 
solidarity with Azerbaijan over the 
Nagorno-Karabakh conflict, they 
feel that they deserve favors, in the 
form of lower prices, bigger shares, 
better status, etc. Azerbaijan on the 
other hand feels that it undertook 
huge risks with Russia while adding 
to Turkey’s strategic importance 

through BTC, SCP and now with 
TANAP. Additionally, Azerbaijan 
feels that it involved Turkey in projects 
that under pure market conditions they 
would not have received. Moreover, it 
has been selling its gas to Turkey at a 
lower price than either Russia or Iran.9 

The problem is not related to 
corresponding favors. There are 
9  Turkey was paying around 120 USD for the Azerbaijani gas 
around the time Tukish-Armenian conciliation attempts started 
in 2009, while Russia was charged nearly three times as much.

The immediate alternatives for 
Azerbaijan are exports to Russia
and Iran, and to go through the 
Black Sea as CNG and LNG in 
the long run.

The key vulnerability for Azer-
baijan in the continuing success 
of its energy policy could turn 
out to be the same factor that 
has been its main strength.
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three structural reasons behind the 
problems encountered in Turkish-
Azerbaijani energy relations, two 
political, and one socio-economic. 
Firstly, Turkey has increasingly close 
relations with Russia. Ankara values 
its relations with Russia much more 
today than it did during the planning 
stages of Baku-Tbilisi-Ceyhan. 
Secondly, now that Azerbaijan has 
bound itself to Turkey with these 
expensive and high profile projects, 
Ankara may want to utilize its better 
bargaining position. This appears 
to be a classic example of Vernon’s 
obsolescing bargaining. The third 
factor is related to the social, economic 
and political reconfiguration of the 
Turkish domestic landscape, which 
creates an ideological environment 
less conducive to good relations with 
Azerbaijan than ten years ago. 

Bilateral relations today are better 
than they have been since the crisis 
brought about by the Turkish-
Armenian reconciliation attempt 
in 2009.10 Azerbaijan has started 
its multibillion investment into the 
Petkim refinery in Turkey, and the 
main hurdles over the gas pricing, 
as well as the terms of the transit 
and sale of the additional gas from 
Shah Deniz II, seem to be over. The 
decision to carry the gas to Europe 
10  Berdikeeva, Saltanat, May 10, 2012, “Taking a Second 
Look at the Southern Gas Corridor,” Oil Price, http://oilprice.
com/Energy/Natural-Gas/Taking-a-Second-Look-at-the-
Southern-Gas-Corridor.html

through TANAP along with the 
involvement of Turkish companies in 
the building of the pipeline were also 
key milestones. But there remains a 
grudge at the heart of the relationship, 
and its asymmetrical nature means that 
one side, Azerbaijan, could lose more 
if things deteriorate. Baku has placed 
too many eggs in the Turkish basket. 
Although there are still alternatives, 
they may not be sufficient; they could 
take time to become operational and 
they certainly will be too costly. For 
these reasons, Azerbaijan needs to be 
vigilant about its relationship with 
Turkey.

This said, Turkey is a sophisticated 
country with progressive Western 
political and economic institutions. 
It is sophisticated enough to maintain 
economic relations regulated by 
formal contracts and by world-class 
arbitration mechanisms independent 
of the political whims of different 
governments. Moreover, Azerbaijan 
continues to enjoy huge grassroots 
support in Turkey and politicians 
will struggle to overcome the popular 
affection that is indeed reciprocal. 
Although Azerbaijan is becoming 
too dependent on Turkey for energy 
goods exports, of all Azerbaijan’s 
neighbors, Turkey is the least likely 
to renege on its agreements. 

Oil vs. Gas

The phased approach to the 
development of oil and gas sectors is 
also noteworthy. After finishing the 

Baku has placed too many eggs 
in the Turkish basket.
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fundamental aspects of oil production 
and export, Azerbaijan started to deal 
fulltime with natural gas. True, Shah 
Deniz was discovered only in 1999, 
and it is natural for the gas business 
to lag a bit. But from the outset, 
Azerbaijan applied its institutional 
memory and all its accumulated 
experience vis-à-vis oil to Shah Deniz 
I, which accelerated the development 
of gas exports. The paths followed 
are quite familiar; the consortium 
members, the type of contract, the 
main pipeline route, the balance of 
ownership, etc. And in the second 
stage of gas industry development, 
Azerbaijan is doing much more in 
addition. What makes this undertaking 
noteworthy is the fact that the nature 
of the gas business is a little different. 
Long-term buyers must be secured 
before one starts producing gas as its 
consumption, storage and transport 
is technologically less advanced 
compared to that of oil. True spot gas 
markets are not there yet. Therefore, 
pulling off a gas deal from upstream 
to downstream is a more difficult 
business, but Azerbaijan is apparently 
feeling confident enough to do it. This 
time, Baku is directly involved in the 
building of a new pipeline to western 
Turkey for now, and is planning 
to sell its gas directly to Europe.11 
This action entails elements of both 
continuation and change. 

11  Geropoulos, Kostis, Azerbaijan, Turkey ink TANAP pipeline 
deals, New Europe, June 29, 2012

Diversifying the Economy

Diversification of the economy is 
related to the hydrocarbon industry in 
three ways. It happens as a reaction 
to the overdependence on oil/gas 
industry, with the help of the money 
generated by the oil/gas industry, 
and within the oil/gas industry 
itself. Because overdependence is 
creating a fear about the one-sided 
and unsustainable development 
of the national economy,12 the 
money generated by this same 
overdependence is paving the way 
for favorable financial conditions 
that will enable Azerbaijan to focus 
more on economic diversification. 
But amazingly, the first target of the 
diversification has been in the oil 
and gas industry itself. The country 
is apparently trying to move away 
from being an exporter of raw oil 
and gas and to add value to the raw 
energy materials at the midstream 
and downstream phases. 

Azerbaijan has been empowering 
SOCAR as an internationally 
competitive energy company.13 
SOCAR has not only increased its 
involvement in domestic hydrocarbon 
12  Abbasov, Shahin, Baku Confronts Economic Diversification 
Challenges, Eurasianet, April 14, 2010 

13  Gorst, Isabel, “State Oil Company: Burning ambition to 
compete on global stage”. Financial Times, January 24, 2008, 
http://www.ft.com/reports/azerbaijan2008. 

Azerbaijan has been empower-
ing SOCAR as an international-
ly competitive energy company
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industry but has also extended its 
reach to neighboring Georgia and 
Turkey. It has been one of the largest 
taxpayers in Georgia, and at times, 
the largest, through its subsidiary, 
SOCAR Georgia Petroleum. In 
Georgia it has been investing in oil/
gas terminals and warehouses as well 
as the retail and wholesale of oil/gas 
and their products. Its investments 
in Turkey (mainly refineries and 
pipelines) are projected to top 17 
billion USD in the coming eight 
years.14 The company has also been 
aggressively expanding into the gas 
stations business in Romania, Ukraine 
and Switzerland.15 Azerbaijan has 
been investing in its oil tanker fleet 
and related infrastructure to carry a 
portion of the ever-increasing Kazakh 
oil to the open sea. The country 
already functions as a transit for the 
Kazakh oil but it has been eyeing 
a bigger share.16 Despite problems 
with Turkmenistan, both countries 
should try more to carry more 
Turkmen gas to European markets 
through Azerbaijan. Baku has also 
14  “Azeri SOCAR’s 8-year Turkey Investments to top $17 
billion,” Today’s Zaman, 8 June, 2012.

15  SOCAR Expands Activities in Europe, Today.az, 25 June, 
2012.

16  Socor, Vladimir, “Oil Tanker Shipment: the Short-term 
Default for Trans-Caspian Oil,” Eurasia Daily Monitor, June 
06, 2006. 

been investing in refineries at home, 
so that products can be exported to 
neighboring countries, including Iran 
and the southern parts of Russia. 

Azerbaijan has clearly been trying 
to capitalize on the experience it has 
gained through interaction with some 
of the world’s most advanced energy 
companies.17 This drive is also partly 
about developing the non-oil sector. 
True, SOCAR is an energy company, 
but SOCAR’s development is not 
about getting Azerbaijani oil and 
gas to global markets. Rather, it is 
about developing an internationally 
competitive oil/gas service sector in 
Azerbaijan.18 Diversification of the 
economy is certainly not confined 
to the hydrocarbon sector. Baku is 
busy procuring expensive equipment, 
training its labor force and learning 
efficient management techniques 
across other industry and service 
sectors. However, it remains the case 
that the most dramatic moves have 
been made in the hydrocarbon sector. 

Energy Resources and Nagorno-
Karabakh conflict

The strategic value, connections and 
cash that are flowing into Azerbaijan 
due to oil and gas serve one very 
concrete goal: to increase the 
country’s chances to end the Armenian 
occupation of its territories. One of the 

17 

18  “State oil company of Azerbaijan already numbers 23 
filling stations under SOCAR brand in Georgia and builds new 
ones”. ABC.az. 2009-04-21. http://abc.az/eng/news/34083.
html. Retrieved 2010-10-09.

Despite problems with Turk-
menistan, both countries should 
try more to carry more Turk-
men gas to European markets 
through Azerbaijan.
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biggest prices Azerbaijan has paid for 
going in the Western direction with 
its strategic leverage has been the 
loss of Nagorno-Karabakh together 
with the surrounding territories to 
the Armenian military forces, as a 
result of angering Russia and to a 
lesser extent Iran. There have also 
been many other factors at play, but 
the arrival of the West in the Caspian 
was too tangible a blow to be ignored 
by these two countries. 

If Nagorno-Karabakh was a loss 
suffered in part due to the strategic 
gains in the oil and gas policy, then the 
first fruits of the oil and gas success 
were to be spent on ending Armenian 
military occupation. This is exactly 
what has been happening. One of the 
most notable changes in Azerbaijan’s 
behavior has been the skyrocketing 
amount of money allocated for 
building up the military. This change 
is not related to new strategies or 
new importance being attached to 
the issue; it is simply that Azerbaijan 
has more resources today and thus 
it has become more active only in 
an absolute sense. Although Russia 
has been flooding Armenia on an ad 

hoc basis with military hardware to 
balance Azerbaijani military buildup, 
there are clear indications that 
Azerbaijan’s policy has shaken up the 
balance in the region and generated a 
lot of fear in the occupying country, 
spearheading a new push for the 
peaceful resolution of the conflict 
by the international community.19 
In addition, Azerbaijan has been 
increasing its soft power arsenal, by 
investing significantly in its foreign 
relations. The number of its embassies 
is increasing exponentially and it 

was due to the increased recognition 
accorded to its international activities 
that it was elected a member of the 
Security Council in 2011. There is 
reason to believe that it is becoming 
costlier for Armenia to hold on to the 
occupied territories of Azerbaijan. 

Production/Reserves Rate

Since the dawn of the new oil era in 
the early 1990s, Azerbaijan has faced 
jealous and uncooperative neighbors, 
especially whenever it moved on to 
exploit new hydrocarbon reserves. 
This issue may become more acute in 
the near future. According to the BP 
Statistical Review 2012, if Azerbaijan 
continues to exploit the current 
19  Poghosian, Anna, “Possible War over Nagorno 
Karabakh or ‘Weapons Fashion Show?,’ Journal of Conflict 
Transformation, November 1, 2011.

If Nagorno-Karabakh was a loss
suffered in part due to the stra-
tegic gains in the oil and gas 
policy, then the first fruits of the 
oil and gas success were to be 
spent on ending Armenian mili-
tary occupation.

There is reason to believe that it 
is becoming costlier for Arme-
nia to hold on to the occupied 
territories of Azerbaijan.



90 

reserves with the current pace, the 
oil reserves will dry up in 20 years 
and gas in 86.20 Much will depend on 
new discoveries, but if that is not the 
case, peak oil could occur within this 
decade. Regarding natural gas the 
production will almost double with 
Shah Deniz II. Thus in the absence 
of new discoveries, Azerbaijan will 

have only 40 years left before its gas 
reserves run out. There are always new 
technologies that increase the size of 
the reserves. As Azerbaijan is gearing 
up to realize its full production capacity, 
it will start feeling the heat regarding 
the finite nature of thee resources. 
This is not desirableeconomically 
and politically for the country, and it 
will do its best to avoid the situation. 
Thus, in the medium term, Azerbaijan 
could be expected to intensify its 
search for new fields. This might mean 
attempts to resolve the differences with 
Turkmenistan and Iran regarding the 
legal regime governing the delineation 
of the Caspian Sea. Such developments 
could potentially turn aggressive 
and violent, and the international 
community should remain alert to this.  

20  BP Statistical Review June 2012, bp.com/statisticalreview.

Conclusion

There are more continuities than 
changes in Azerbaijan’s international 
energy policy. This is understandable, 
as the policies that were first 
undertaken in the early 1990s have 
been largely successful. Keeping 
Iran and especially Russia happy 
will be important to the success of 
the overall energy strategy, which is 
directed towards Western investment. 
Azerbaijan should continue to guard 
its impeccable record in terms of 
honoring the contracts, and its world-
class mechanisms for dealing with 
discord. Although the strategy to 
diversify the ownership of assets and 
the direction of routes is continuing, 
Georgia and Turkey are acquiring 
a monopolist status regarding 
transportation. Azerbaijan should be 
careful about managing its relations 
with these neighbors. The phased 
approach to the development of the oil 
and gas businesses, either by accident 
or design, has been fortunate, and 
Azerbaijan should be commended 
for its approach. On a broader scale, 
this amounts to the diversification 
of the economy, specifically in the 
energy sector, which also is a clever 
move, since this is Azerbaijan’s area 
of expertise. Channeling the oil/
gas money towards the resolution 
of the Nagorno-Karabakh conflict 
is understandable, and Azerbaijan 
should continue to seek new and 
creative ways for its peaceful 
resolution. Regarding production/
reserves rate, this challenge needs 

According to the BP Statistical 
Review 2012, if Azerbaijan con-
tinues to exploit the current re-
serves with the current pace, the
oil reserves will dry up in 20 
years and gas in 86.
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to be turned into an asset in terms 
of increasing the cooperation among 
Caspian littoral states, however 
difficult this might prove. 
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In May 2012 the Nabucco consor-
tium submitted to the Shah Deniz 
partners the Nabucco West pro-

posal, a scaled-down version of the 
long-discussed Nabucco project, con-
ceived to ship Caspian and Middle 
Eastern gas to the European mar-
kets. One month later the proposal 
was officially announced as the win-
ner for the route to Central Europe. 
For some, the moment simply came 
down to economic rationality taking 
precedence over an unrealistic politi-
cal vision. For others, it proved once 
again the dominance Russia exerts 
over the energy market in the Cas-
pian and Black Sea regions. Both 
claims are true, but there are addi-
tional and complicating factors. This 
paper will look at both the proximate 
background of this recent proposal, 
and at the deeper reasons behind Na-
bucco’s failure. 

The Shah Deniz Bid

Shah Deniz is Azerbaijan’s main 
natural gas field, offshore in the 
Caspian Sea. It was discovered in 
1999 and has estimated reserves of up 
to 1.2 trillion cubic meters. The field 
has been developed by a consortium 
composed of BP (25.5%), Norway’s 
Statoil (25.5%), Azerbaijan’s 
SOCAR (10%), France’s Total 
(10%), LukAgip (a joint venture of 
Russia’s Lukoil and Italy’s Eni, with 
10% overall), Iran’s NIOC (10%), 
and Turkey’s TPAO (9%). BP is the 
field’s technical operator, and Statoil 
its commercial one. 

Production from Shah Deniz started 
in 2006. The gas has been delivered 
in eastern Turkey through the South 
Caucasus Pipeline, which runs 
from Baku via Tbilisi to Erzurum. 
The current stage of the field’s 
development (known as Shah Deniz 
1) provides about 9 billion cubic 
meters per year (bcma), mostly sold 
to Turkey (6 bcma), but also supplied 
to Georgia, Russia, as well as to 
Azerbaijan’s domestic market. The 
field’s full development (Shah Deniz 
2) requires in excess of $10 billion 
in investments, and is expected to 
bring on-stream another 16 bcma as 
of 2017. This anticipated output has 
acquired an international political 
dimension, as it is intended to feed 
into one of the several projects 
competing to ship Caspian gas to the 
European markets through a route 
that circumvents Russian control. 
Significantly, of those 16 bcma, 6 
bcma are unofficially earmarked for 
Turkey, which leaves a mere 10 bcma 
open for competition; this figure 
amounts to less than 2% of the EU’s 
annual gas consumption.

By October 1, 2011, the familiar 
contenders for the Shah Deniz 
2 production made their bids: 
Nabucco, ITGI (Turkey-Greece-Italy 
Interconnector) and TAP (Trans-

The original Nabucco plan was 
a grand-scale strategic project 
supported, albeit unevenly, by 
the European Union.
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Adriatic Pipeline), all designed 
to connect Azerbaijan with the 
European markets. They all belong 
to the Southern Gas Corridor 
(henceforth called the Southern 
Corridor), devised by the European 
Commission (EC) “for the supply of 
gas from Caspian and Middle Eastern 
sources.”1 The deliberation on the 
winning proposal will take until mid-
2013. To date, the process has already 
been eventful. 

The original Nabucco plan was 
a grand-scale strategic project 
supported, albeit unevenly, by the 
European Union. Its size (31 bcma) 
also made it expensive to build 
and inefficient to run only based 
on Shah Deniz 2 gas volumes. On 
the other hand, the two contending 
‘interconnectors,’ ITGI and TAP, 
have planned capacities of 10 bcma 
each, expandable to 20 bcma. They 
are more cost effective, since they 
rely on the existing Turkish gas grid, 
and their planned routes to south 
Italy are shorter than the 3,900 km 
Vienna-bound Nabucco. Moreover, 
one of TAP main stakeholders is 
Statoil (42.5%), also a Shah Deniz 
main stakeholder (25.5%). This 
gave TAP an economic edge when 
pitted against the political vision of 
Nabucco. 

In February 2012 ITGI was dropped 
from the interconnectors’ competition 
by the Shah Deniz consortium, 
1  EC (2008), “Second Strategic Energy Review: An EU 
Energy Security and Solidarity Action Plan,” November 13, 
p. 5.

out of concern that the Greek gas 
company DEPA (ITGI’s stakeholder 
together with Italy’s Edison) would 
be unable to fulfill its financial 
obligations following the country’s 
financial crisis. Thus, for the Turkey-
Italy route, TAP remained the sole 
candidate.2

Nabucco’s rise and fall

Nabucco’s protocol of intention 
was signed in October 2002 by 
OMV (Austria), MOL (Hungary), 
Bulgargas (Bulgaria), Transgaz 
(Romania), and Botas (Turkey). The 
plan was to reach full capacity (31 
bcma) just in time to take over the 
Shah Deniz 2 gas output, i.e. in 2017. 
The consortium’s own estimated 
cost of the project was €7.9 billion, 
but a February 2011 estimate by BP 
nearly doubled it to €14 billion.3 The 
joint venture agreement was signed 
by the five partners in June 2005. In 
2008, the German public utility RWE 
joined the group.

To understand Nabucco’s motiva-
tions, we have to look to the historical 
gas relationship between Europe and 
first the Soviet Union, then Russia, 
starting the late 1960s. The Austrian 
and German imports of Soviet natural 
gas played a crucial role in those 
countries’ adjustment in the wake of 
the 1973 OPEC oil embargo. Based 
2  See, among others, www.euractiv.com/energy/greek-crisis-
kills-itgi-pipeline-project-news-510994, accessed April 1, 
2012.

3 www.bloomberg.com/news/2011-02-22/nabucco-pipeline-
may-cost-19-billion-bp-says-guardian-reports.html, accessed 
April 1, 2012.
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on long-term contracts (LTCs), a 
number of West European energy 
“majors” have developed long-
standing and mutually beneficial 
relations with Gazprom. As observed 
by Ralf Dickel and Kirsten Westphal,4

From a Western European 
perspective, gas trade based 
on LTCs at the import level 
have played a positive role in 
balancing security of supply 
and security of demand and in 
stabilizing bilateral relations. 
A most impressive gas 
infrastructure linking Russia 
with major Western European 
countries has been built. 
Russia has been a reliable 
supplier and maintained its 
obligations to supply the 
contractual volumes, and its 
EU partners have reliably 
paid their bills and have 
always taken the minimum 
pay volumes (usually about 
80% of the supply obligation). 

Nonetheless, for the new EU member 
states, energy relations with Russia 
have kept a Cold War ring. With 
the exception of Romania – which 
4 Ralf Dickel and Kirsten Westphal (2012), “EU-Russia Gas 
Relations. How to Manage New Uncertainties and Imbalances”, 
Stiftung Wissenschaft und Politik/German Institute for 
International Affairs, SWP Comments 12, April 2012, p. 3.

still relies on national production 
for about three quarters of its gas 
needs – the rest of these countries 
depend almost entirely on Russian 
gas supplies. On the one hand, 
Western Europe is criss-crossed 
by a rich pipeline infrastructure 
connected to Russia, Norway and 
the Netherlands. It also has an 
important and increasing number 
of LNG terminals. On the other 
hand, due to geographic constraints, 
Eastern Europe is a virtually captive 
consumer of Russian gas. The East 
European states are also more fearful 
of Moscow’s proven inclination to 
use energy exports in order to exact 
political advantages. This is why the 
discovery in the early 1990s of the 
Caspian states’ oil and gas potential 
raised a lot more hope about energy 
security in the new EU countries than 
in the “Old Europe.” 

In 2000, under Romano Prodi’s 
Presidency, the EC established the 
EU-Russia Energy Dialogue, which 
promoted a doubling of the European 
intake of Russian gas. But just about 
the same time, the oil price entered 
an upward trend that was to last 
almost the whole decade. The LTC-
based gas prices followed in that 
trail. This incentivized the power 
structures of Vladimir Putin’s Russia 
to restore the “vertical of power” and 
reassert state control over the oil and 
gas industry. Although the ex-Soviet 
states have bought the Russian gas at 
a discount compared to the European 
netback (and even so in the form 

Nonetheless, for the new EU 
member states, energy relations 
with Russia have kept a Cold 
War ring.
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of barter deals, e.g. gas volumes in 
exchange for transit fees), the rising 
trend of the Russian gas price upset 
the systems of compensation and 
generated increasingly disturbing 
political tensions between Russia and 
its “sister countries”. 

European energy security

Things came to a head between 
Russia and Ukraine in 2006, when a 
few days of gas supply cutoff brought 
the issue onto the radar of European 
consumers. Everybody in the EU 
started talking about energy security, 
in the context of a deep-seated 
concern about Gazprom’s monopolist 
position. The fear was that the rising 
Russian imports would give rise to 
Europe’s overdependence. On the 
face of it, the perceived disunity 
among the energy policies of the 
EU member states translated into 
disquiet about the Union’s ability to 
pursue a common external energy 
policy. Hence, at the policy-making 
level, the rhetoric took a geopolitical 
slant. Starting 2008, the EC has been 
advancing the notion of the Southern 
Corridor. But until recently the 
commercial reality remained largely 
unmodified: the EU-Russia energy 
relation kept resting on bilateral LTCs 
at import level between Gazprom and 

a handful of West European energy 
majors. 

The true watershed in the EU-Russia 
energy relationship was 2009, when 
several seismic events shook the 
European energy markets. The first 
was the new Russo-Ukrainian gas 
conflict of January 2009, this time an 
outright commercial war that left parts 
of South-East Europe in the cold for 
two weeks in the middle of the winter. 
More than anything else, this new 
spat animated the Southern Corridor 
and brought political impetus to its 
flagship project, Nabucco. 

Lukewarm political support

After a flurry of international summits, 
Nabucco’s intergovernmental agree-
ment (IGA) was signed in Ankara in 
July 2009. Conspicuously, no envis-
aged producer state was present. This, 
in retrospect, proved to be a structural 
vulnerability of the whole concept. In 
any event, other than at the level of the 
EC, there was no real political support 
for Nabucco between the leading Euro-
pean governments. The point was well 
made by Katinka Barysch:5

5 Barysch, Katinka (2010), “Should the Nabucco Pipeline 
Project Be Shelved?,” Policy Brief, London: Center for 
European Reform, p. 3.

The East European states are 
also more fearful of Moscow’s 
proven inclination to use energy 
exports in order to exact politi-
cal advantages.

The true watershed in the EU-
Russia energy relationship was 
2009, when several seismic 
events shook the European 
energy markets.
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Angela Merkel, the German 
chancellor, has been luke-
warm about Nabucco and ini-
tially vetoed the EU’s €200 
million grant [for the initial 
feasibility study] to the pipe-
line (officially because she did 
not want EU stimulus money 
to be spent outside the EU). 
She later spoke out in favor 
of Nabucco, but only after the 
EU reconfirmed its support 
for the German-Russian led 
Nord Stream – despite viscer-
al opposition from Poland and 
other member-states. Neither 
has Nicolas Sarkozy been a 
champion of the Southern 
Corridor. The Turks … had 
rebuffed Gas de France’s of-
fer to join the Nabucco con-
sortium. Sarkozy now seems 
to prefer that France’s big 
energy company join forces 
with Gazprom: Gas de France 
joined the Nord Stream proj-
ect in March 2010 while Elec-
tricité de France is rumored 
to be talking about partici-
pation in [Gazprom’s] South 
Stream. …Silvio Berlusconi 
also prioritizes bilateral rela-
tions with Russia. Italy’s ENI 
is Gazprom’s main partner in 
South Stream. 

As shall be described below, only in 
the fall of 2011 did EU support for 
Nabucco become substantial, but it 
was too little and too late. 

Second, the 2009 ex-Soviet gas 
standoff raised EU-wide awareness 
about the low interconnectivity 
between the gas grids of the member 
states, especially with and within 
Eastern Europe. Accordingly, a 
concern for the integration of Europe’s 
various regional energy markets 
became widespread. This dovetailed 
with the idea of having liberalized and 
unified utility markets of continental 
scale. And indeed, the Third Energy 
Package (TEP), approved by the 
European Parliament in September 
2009, comprises a set of directives and 
regulations aimed at creating open and 
competitive markets for electricity 
and natural gas. In order to avoid 
a situation in which major energy 
producers exert exclusive control 
on the transport networks and thus 
block the competitors from market 
access, TEP demands “ownership 
unbundling,” i.e. dismantling the 
vertically integrated companies by 
separating the transmission from the 
supply business. 

The implications of the American 
‘shale gas revolution’

Third, 2009 also saw a tectonic shift 
in the global energy market: ‘the 
shale gas revolution’ in the United 
States. By 2009, one-third of the 
U.S. domestic natural gas production 
came from unconventional sources, 
and one year later America equaled 
Russia in the world’s ranking of 
the biggest gas producers. This 
shift has been momentous for the 
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market dynamics everywhere else in 
the world. For one thing, America 
stopped importing natural gas. 
Hence, large LNG volumes initially 
destined for the North American 
market have been diverted mainly 
toward Western Europe, which has 
the geographical, technological and 
economic intake capacity for LNG 
imports. Meanwhile, though, due to 
the economic crisis the overall energy 
consumption in the EU had slumped. 
The aggregated effect was a “gas glut” 
and a price drop in Western Europe, 
with significant repercussions upon 
the old EU-Russia gas trade system. 
As aptly expressed by Dickel and 
Westphal 6

Prices on the developing 
northwest European gas spot 
markets plummeted with the 
arrival of large Qatari LNG in 
mid-2009. The flipside of this 
comfortable situation was 
that gas prices of oil-indexed 
long-term contracts (LTCs) 
were substantially higher: At 
their lowest price levels in 
August 2009, UK National 
Balancing Point prices were 
at about 8€/MWh, compared 
with about 16€/MWh under 
import LTCs. Thereafter, 
spot prices tended to increase 
more than LTC prices, still 
leaving a substantial gap of 
several euros per MWh. 

Over the last few years, one effect 
6 Dickel and Westphel, idem, p. 2.

of this situation was the corrosion 
of the economic basis for the LTCs-
based partnerships between Gazprom 
and the European energy majors. 
Increasingly, they have started to 
push Gazprom to concede a spot-
based price component in those 
contracts. In effect, due to the steady 
price differential between the oil-
indexed and the hub-based pricing 
systems, there is at least a short-term 
incentive for the European importers 
to drop the oil-indexation of natural 
gas altogether. The pressure seems to 

be so significant that Sergei Komlev, 
Gazprom’s Head of Contract 
Structuring and Price Formation, took 
pains in a recent paper to argue for the 
advantages of the current “hybrid” 
system, that combines oil-indexation 
and the hub-based reference in a 
mutually balancing mechanism.7

South Stream, Nabucco’s nemesis

Yet another reason why Nabucco 
has been lingering for almost 10 
years, with sporadic ups and downs, 
7 Komlev, Sergei (2012), “European Gas Market Reforms 
Undermine Security of Supply,” European Energy Review, May 
7.

By 2009, one-third of the U.S. 
domestic natural gas production
came from unconventiona 
sources, and one year later 
America equaled Russia in the 
world’s ranking of the biggest 
gas producers.
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was the behavior of its own member 
countries, which one by one jumped 
on the South Stream bandwagon, the 
very project that Gazprom contrived 
in 2007 basically to block Nabucco 
and generate political leverage 
against Ukraine’s ability to halt the 
transit of Russian gas exports to 
Europe. 

South Stream AG is a joint venture 
of OAO Gazprom (50%), Italian 
company Eni SpA (20%), German 
Wintershall (15%) and Electricité 
de France (15%). It is a mammoth 
project whose central piece would be 
a 900 km-long pipeline on the Black 
Sea’s seabed, from Russia to Bulgaria. 
From there it would branch out in 
two onshore routes: one heading to 
Austria, and another one to southern 
Italy, via a Greece-Italy marine 
interconnector. Taken at face value, 
South Stream is hugely difficult, 
both technically and financially. 
The planned capacity was boosted 
from an initial 31 bcma to 63 bcma8 
at a prohibitive initial cost of €24 
billion, according to Gazprom’s own 
estimate. According to the project’s 
website, South Stream is “aimed at 
strengthening the European energy 
security” by eliminating “transit 
risk,” as “another real step toward 
executing the Gazprom strategy to 
diversify the Russian natural gas 
supply routes.”9 But this is hard to 
believe, as it stands to reason that 

8 dpa (Deutsche Presse Agentur) (2009), “Gazprom Agrees to 
Boost Pipeline Capacity,” May 15.

9 http://south-stream.info, accessed April 1, 2012.

Gazprom would not want to lose 
any European market shares, not 
to mention its grip on the Caspian 
Basin gas production. The inherently 
political goals of the South Stream 
project are essentially transparent: (a) 
to rid Gazprom of its dependence on 
the Ukrainian gas transit system and 
to leverage Moscow’s relationship 
with Kiev;10 (b) to discourage 
Nabucco’s – and more generally, the 
Southern Corridor’s – progress, at 
least in any sizable configuration. 

In fact, although it pre-dates South 
Stream in terms of its conception, 
Nabucco evolved reactively during 
its more substantive developmental 

period, typically in attempts to con-
trol the damage inflicted by South 
Stream proposal, though also the im-
pacts of the other Southern Corridor 
competitors. Between 2008 and 2010 
a campaign of successive defections 
by every single Nabucco govern-
ment unfolded. First, Hungary and 
Bulgaria, then Austria and Turkey, 
and finally Romania have in various 
forms – either by ratifying IGAs for 
the construction of pipeline segments 
on their respective territories or by 

10 Indeed, in 2007, since launching the South Stream concept, 
Gazprom has repeatedly argued for the need to bypass the 
“unreliable” Ukraine in the interest of European energy 
security. 

South Stream is “aimed at 
strengthening the European 
energy security” by eliminating 
“transit risk”.
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authorizing the use of their seabed 
portions, or just by displaying eager 
interest and readiness to be included 
– jumped over into the South Stream 
boat. Serbia, Slovenia and Croatia 
also signed IGAs for the construc-
tion of South Stream.11 Meanwhile, 
Electricité de France and Wintershall 
joined the consortium, siding with 
ENI in a lineup of important Western 
energy companies that contributed 
to the overall credibility of the joint 
venture. 

No doubt, South Stream has been cun-
ningly used by Moscow as a political 
and diplomatic instrument, effective-
ly implementing a strategy of divide 
et impera among Nabucco’s Central 
and East European governments. But 
even with these apparent successes 
and in spite of Gazprom’s recently 
intensified promotional campaign,12 
there is still little ground to consider 
South Stream a bona fide project. Its 
enormous financial costs and sup-
ply volumes (from still unidentified 
sources) would demand a suffocating 
degree of economic effort – especial-
ly when seen against the background 
of the current unpredictability of the 
European gas markets, with little in-
vestor appetite for large scale trans-
11 For a detailed account, see Radu Dudau (2010), “Eurasian 
Energy Security: Recent Trends in the European Game of 
Natural Gas Projects,” Bulletin of the Slovenian Armed Forces, 
June 2010, pp. 111-132.

12 In February 2012, the Gazprom CEO, Alexei Miller, 
announced that a final investment decision on South Stream 
was going to be made by November 2012. The deadline for the 
pipeline launch is later in 2015 (RIA Novosti (2012), “South 
Stream Investment Decision Due in November”, Feb. 15, http://
en.rian.ru/business/20120215/171327667.html, accessed Feb. 
16).

national pipelines. Besides, it would 
be largely redundant, especially after 
the first leg of the Nord Stream pipe-
lined was commissioned in Septem-
ber 2011, thus effectively contribut-
ing to the Ukraine-bypass strategy. 

EU energy diplomacy, too little and 
too late

The EU-level more substantive po-
litical support for Nabucco did even-
tually arrive, but it was tardy and 
barely convincing. In January 2011, 
the EC President, José Manuel Durão 
Barroso, together with the Energy 
Commissioner, Günther Oettinger, 
visited Baku and Ashgabat in sup-
port of the Southern Corridor. Then, 
in September 2011, the EC presented 
a concept of common foreign policy 
action with regard to Europe’s energy 
providers.13 As a practical follow-up, 
one week later the Commission of-
fered to mediate between Azerbaijan 
and Turkmenistan to speed up the 
construction of a trans-Caspian gas 
pipeline, fundamental to the viability 
of the Southern Corridor – stirring 
13 COM 2011, 537 final, “On security of energy supply and 
international cooperation – The EU energy policy: engaging 
with partners beyond our borders.”

No doubt, South Stream has-
been cunningly used by Moscow 
as a political and diplomatic in-
strument, effectively implement-
ing a strategy of divide et impera 
among Nabucco’s Central and 
East European governments.
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nervous comment from the Russian 
Ministry of Foreign Affairs. 

Disputing the juridical status of 
the Caspian Sea, Russia (which, 
along with Iran, it considers a 
condominium, i.e. a territory over 
which sovereign rule is formally 
shared) claims the right to veto any 
infrastructural venture that would 
cross the sea without the benediction 
of all five riparian states. In practice, 
this has been an efficient political tool 
for keeping gas-rich Turkmenistan 
outside out of the European energy 
security-enhancing projects. Thus, 
insofar as the EU proved incapable 
of combining a political vision with a 
properly considered financial package 
in order to bring Turkmenistan into 
the Southern Corridor, the game was 
shaped by the commercial interests 
of private investors acting under 
geopolitical constraints set by Russia. 
Nabucco, originally designed to 
draw on Caspian and Middle Eastern 
natural gas, found itself fighting 
with more nimble competitors for 
a meager 10 bcma. This certainly 
looked like putting the cart before the 
horse. 

More importantly, in October 2011 
the EC President announced a major 
infrastructure investment plan called 
“Connecting Europe,” envisaging 
the allocation of €50 billion from the 
EU 2014-2020 budget for transport, 
energy, and communications 
infrastructure. Out of that, €9.1 
billion are to be invested in energy 

transport infrastructure and climate 
protection. The idea is to define 
“projects of common interest,” speed 
up their approval procedures, and 
secure the required funding. EU funds 
combined with European Investment 
Bank financing are deemed to “reduce 
the risk for third party investors” 
and mobilize additional “long-term 
private sector debt financing”.14 Now, 
the €9.1 billion amount is several 
orders of magnitude higher than the 
amounts available so far through the 
Trans-European Networks-Energy 
(TEN-E) program. Nonetheless, 
there has been no sign yet that these 
considerations made any difference 
in Baku in the ongoing Shah Deniz 2 
decision-making process. 

TANAP, SEEP, and Nabucco West

Two late contenders in the Shah 
Deniz bidding have emerged with 
the best winning chance. First, BP 
made its own offer for the Shah 
Deniz gas (a field it also operates 
and owns 25.5%), namely a project 
called South East Europe Pipeline 
(SEEP). SEEP’s idea is to upgrade 
the Baku-Tbilisi-Erzurum pipeline 
from the current 8.8 bcma to the 
full projected 20 bcma (just enough 
to accommodate the extra 10 bcma 
14 http://europa.eu/rapid/pressReleasesAction.
do?reference=MEMO/11/707, accessed April 1, 2012.

The EU-level more substantive
political support for Nabucco 
did eventually arrive, but it was 
tardy and barely convincing.
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at stake) and then build a line from 
eastern Anatolia to Vienna, more or 
less following Nabucco’s track in a 
smaller and cheaper version. 

Like ITGI and TAP, SEEP was 
“nonstrategic” in the political sense, 
with a narrowly conceived commercial 
rationale. Such projects cannot make 
a sizeable contribution to EU energy 
security, as the commercial interests 
alone are unlikely to overcome the 
political hurdles that stand before a 
trans-Caspian line. Yet by now it is 
obvious that a turn was made within 
the Southern Corridor framework 
toward such proposals, i.e. towards 
the more commercially driven and 
less “strategically” minded. This, 
of course, is not to say that political 
gaming has ceased; for instance, it is 
plausible to look at SEEP as a gambit 

through which BP will indirectly 
pursue more distant objectives. In a 
telling comment, Mathew Hulbert 
suggests a possible political rationale:15

In tabling the SEE Pipeline, 
BP may have decided to have 
a bilateral discussion with 
Moscow. BP knows how 
important South Stream is to 

15 Hulbert, Mathew (2011), “BP Drives Stake Through the 
Southern Corridor”, European Energy Review, Oct. 6.

Moscow’s structural designs 
over European gas – just as 
much as Moscow knows how 
crucial an upstream Arctic 
stake is for BP. So business 
can be done.

Although speculative, this seems to 
make sense, as it is aligned with a 
general reticence among the Western 
energy companies to upset Moscow’s 
desire to retain its practical monopoly 
over gas shipping in the Black Sea 
Region. In a more recent paper, as 
well as admitting that SEEP may be 
a bona fide commercial proposal, 
Hulbert suggests a more proximate 
goal that BP might have had within 
the Shah Deniz negotiations:

You could ask the serious 
question whether the likes of 
BP would ever want to get 
bogged down in protracted 
pipeline politics, but the BP 
‘offer’ has undoubtedly got 
things moving elsewhere. 
It’s no surprise that Ankara 
quickly came up with its 
TANAP proposals, with Botas 
and SOCAR both happy 
to offer BP a stake in the 
game. Just as importantly, the 
original Nabucco consortium 
has magically come up with a 
slimmed down Nabucco West 
project.16

In effect, quite a while after the 
16 Hulbert, Mathew (2012), “European Gas: How Not To Do 
Pipeline Politics”, Forbes, April 9.

Like ITGI and TAP, SEEP was
“nonstrategic” in the politi-
cal sense, with a narrowly con-
ceived commercial rationale.
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October 1 bid deadline, a new project 
came to the table: a joint Azerbaijani-
Turkish proposal made in December 
2011, capitalizing on the two 
governments’ key role in the Shah 
Deniz end-game. Known as TANAP 
(Trans-Anatolian Pipeline) in Turkey 
and TAGP (Turkey-Azerbaijan Gas 
Pipeline) in Azerbaijan, this pipeline 
project is to ship up to 30 bcma from 
eastern to western Turkey, with the 
prospect of being continued from 
the Turkish-Bulgarian border up to 
Central Europe. The estimated end 
of construction is 2017, at a cost of 
$5 to $6 billion. Baku will cover 
80% of these costs, and Ankara the 
rest. TANAP is projected to have a 
scalable capacity, has secure financial 
resources, and has Azerbaijan 
and Turkey as main political and 
commercial partners, thus making for 
a legal and financial framework much 
more responsive to the interests of 
these two states than any competitor.

On 26 June 2012, Baku and Ankara 
signed the TANAP Intergovernmental 
Agreement, following what must 
have been lengthy and difficult 
negotiations. On the one hand, it 
became obvious that SOCAR wants 
a midstream presence in the value 
chain – and, in retrospect, it is hard 
to fathom why the Nabucco partners 
blatantly neglected this interest. 
Turkey, on the other hand, wants 
TANAP to abide by its national 
juridical terms and to increase its 
participation in the joint venture. To 
this purpose, Ankara had been upping 

the ante by increasing its imports of 
Russian and Middle Eastern gas.17 
Ankara and Baku were not for the 
first time at loggerheads; in fact, a 
protracted pricing debate over the gas 
that Turkey imports from Azerbaijan 
extended from 2007 to 2010. But 
Azerbaijan’s ambition to play a larger 
part in the “pipelines game” as well 
as Turkey’s aim of becoming a true 
energy hub,18 did, as expected, both 
prevail. As a side effect of TANAP’s 
progress, the chances of SEEP were 
effectively nullified. 

With respect to the advancement 
of the Southern Corridor, this new 
Azerbaijani-Turkish IGA differs 
in scope from the old Nabucco 
international transit regime, aligned 
to EU regulations. Hence, TANAP 
will stand as a distinct segment on 
the way from the Caspian Sea to 
Europe, serving autonomous goals. 
Consequently, the EU is no longer 
the unconditional destination of the 
Shah Deniz II gas.

Prior to the Nabucco West concept, 
the factors that led to Nabucco’s loss 
of credibility triggered reactions of 
17 Hulbert, Mathew (2012), “Azerbaijan, Knock, Knock, 
Knocking on Europe’s Door,” European Energy Review, May 21.

18 Such a role can only be enhanced by the massive recent 
discoveries of hydrocarbons in the Eastern Mediterranean. 

SOCAR wants a midstream pres-
ence in the value chain – and, in 
retrospect, it is hard to fathom 
why the Nabucco partners bla-
tantly neglected this interest.
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outright disaggregation. In April 
2012, Hungary’s MOL, one of the 
Nabucco’s original shareholders, 
refused to accept the consortium’s 
2012 budget proposal, expressing 
preference for a “reconsidered 
Nabucco.”19 Then, after having 
manifested already in January 2012 
its willingness to collaborate with 
TANAP in order to secure “access 
to Caspian gas resources for Europe 
in the most economic way,”20 
RWE considered the possibility of 
quitting Nabucco altogether, due to 
the project’s estimated doubling of 
costs.21 Recall that RWE has suffered 
a severe economic blow because of 
the German government’s decision 
to decommission the nuclear energy 
plants by 2022. Finally, Austrian 
OMV also contemplated a shorter 
version of Nabucco. 

As noted, the Nabucco West proposal 
was tabled in May 16, 2012.22 The 
move was praised by Botas,23 whose 
executives have all along seen in 
Nabucco West the optimal extension 
of TANAP. As a significant detail, the 
announcement of the Nabucco West 
selection was made on June 28, only 
19 Peto, Sandor (2012), “MOL rejects Nabucco budget on 
doubt on pipeline,” Reuters, April 24.

20 Gloystein, Henning (2012), “Nabucco gas pipe’s prospects 
slim after RWE move,” Reuters, January 19.

21 Spiegel (2012), “RWE plant Rueckzug aus Nabucco-
Konsortium,” May 13.

22 Nabucco Pipeline International GmbH (2012), Press release, 
May 16,
 www.nabucco-pipeline.com/portal/page/portal/en/press/press_
release#, accessed May 16

23 upi.com (2012), “Ankara Assumes Nabucco West Will Win,” 
May 16

two days after the TANAP IGA was 
signed. Nabucco West is basically 
a scaled-down and shorter version 
of the initial Nabucco proposal. 
The new plan is of a 10 bcma-
large, yet scalable pipeline, running 
1,300 kilometers from the Turkish-
Bulgarian border to Baumgarten, 
near Vienna. It will rely on the 
already established legal framework 
of Nabucco: the IGA of 2009, the 
Project Support Agreements signed 
with the individual governments in 
2010, and the Third Party Exemptions 
from the requirements of the Third 
Energy Package. 

Thus, while TANAP is by now 
virtually sure to ship Azerbaijani 
gas over Turkish territory from east 
to west starting 2017, the further gas 
conduit to Europe will have to be 
chosen by the Shah Deniz partners 
between Nabucco West and TAP. 
A final decision in this respect is 
expected by May 2013. However, 
when comparing the relative prospects 
of Nabucco West and TAP, the former 
has definitely a better stand. While 
TAP’s competitive advantage derives 
from Statoil’s vested interest in 
controlling both the production and 
the distribution of the Shah Deniz 2 
gas, TAP is much less elaborated than 
Nabucco West: it is not advanced 
in terms of agreements and legal 
permits, while its competitor inherits 
the whole legal and regulatory 
infrastructure already put in place for 
Nabucco. Then, TAP addresses the 
Italian gas market which, although 
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currently marginally more profitable 
than the northern European ones, 
is nonetheless well provided and 
has ample diversification options. 
By contrast, Nabucco West retains 
the strategic value of supplying the 
Central and East European countries, 
much more dependent on Gazprom, 
which ostensibly pay significantly 
higher prices for the Russian gas than 
their West European counterparts. 
Besides, from the Baumgarten an der 
March hub (Nabucco West’s terminus 
point) the German gas market will 
also be supplied with Azeri gas; 
RWE and BayernGas are interested 
buyers, and the latter intends to join 
the Nabucco consortium, too.24 

Conclusion: the fate of the Southern 
Corridor

On balance, the “old” Nabucco 
is as good as dead, and with it, the 
concept of a single large-scale gas 
pipeline linking the Caspian Basin 
with the EU markets. What is left 
instead are a couple of smaller-scale 
proposals in terms of capacity and 

24 Reuters (2012), “BayernGas Keen on Nabucco as 
Uncertainty Looms,” April 25; The Moscow Times (2012), 
“Nabucco Looking for New Investors,” July 1. 

length, essentially commercially 
driven. While TANAP looks like an 
unrivaled contender for the Turkish 
segment of the route to Europe, 
things are less clear with the two 
possible continuations. Each of the 
competitors has corporate interest 
behind it: SOCAR and Botas stand 
for Nabucco West and Statoil for TAP. 
And politics will also play a role, as 
the terms that these companies offer 
the transited states are going to be 
factored in. In any event, the process 
has to get moving as soon as possible, 
because as Friedbert Pflueger points 
out,25 

the Shah Deniz field is being 
developed pursuant to a 
production sharing agreement 
(PSA) signed in 1999, subject 
to a finite term in 2036. Even 
with the recent five-year 
extension, the consortium 
will only have two decades 
to recover its costs and make 
a profit assuming that full 
production from Phase II 
of Shah Deniz is delivered 
to Turkey and the EU by 
2017-18. The Shah Deniz 
shareholders are therefore 
under a serious ‘time crunch’ 
to accelerate the selection of 
gas buyers and transportation 
pipelines.

But once the Shah Deniz final 
transport solution has been put 
25 Pflueger, Friedbert (2012), “The Southern Gas Corridor: 
Reaching the Home Stretch,” European Energy Review, 
January 12

However, when comparing the 
relative prospects of Nabucco 
West and TAP, the former has 
definitely a better stand.
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together and the required financial, 
technical, fiscal and legal measures 
are in place, the Southern Corridor 
will be vastly different than initially 
intended. Seen from a geopolitical 
viewpoint, the Southern Corridor 
is largely a failure. It was designed 
from a geopolitical perspective, 
to bring sizeable quantities of 
Caspian and Middle Eastern gas to 
Europe, significant enough to make 
a difference to the EU security of 
supply; yet the 10 bcma at stake 
make up less than 2% of the yearly 
EU gas consumption. Then, it was 
expected to build a transport conduit 
independent of Russian control; yet 
Russia remains structurally dominant 
in the energy business environment 
of the Caspian and Black Sea basins. 
And by the look of things, the expected 
configuration of the Southern 
Corridor is unlikely to be able to 
tap into Turkmenistan’s enormous 
gas resources. In hindsight, the EU 
manifested a structural inability to 
project geopolitical power. To put it 
bluntly, Brussels was simply unable 
to put its money where its mouth was. 

Instead, the Southern Corridor 
survived and progressed as a primarily 
commercial concept, driven by the 
interests of suppliers, transporters 
and consumers of natural gas. If 
Nabucco West extension gets finally 
chosen, the Corridor can still play a 
strategic role, albeit a modest one, 
by transiting and supplying Bulgaria, 
Romania and Hungary – countries that 
currently depend on Gazprom either 

as a monopolist exporter, or dominant 
supplier, or both. In the longer term, 
however, the Southern Corridor’s 
outlook will fundamentally depend 
on the evolution of the European gas 
markets. If it proves profitable to ship 
greater volumes of Azerbaijani gas26 
to Europe, the Corridor will be scaled 
up to its technical limits and may 
well comprise both Nabucco West 
and TAP.

But technologically advanced and 
investor-friendly Europe will also 
pursue distinct strategies of increasing 
its energy security. The evolution of 
the technology along with the proper 
legal and fiscal regulatory framework 
are likely to open new sources on the 
supply side (such as shale gas and 
new offshore production sites, as well 
as new LNG import terminals) and 

lead to changes on the demand side 
(such as increased energy efficiency 
or preferential and demand for “green 
energy”). More broadly, it will lead to 
a significant redistribution of weights 
in the energy mix. While the EU’s 
decarbonization goals are already 

26 France’s Total announced in September 2011 that 
Azerbaijan’s Absheron offshore field holds reserves of around 
350 bcm of gas and 45 million metric tons of gas condensate 
(Wall Street Journal, Sept. 12, 2011). According to SOCAR 
representatives, production from Absheron could start as early 
as 2016-2018.

Each of the competitors has 
corporate interest behind it: SO-
CAR and Botas stand for Na-
bucco West and Statoil for TAP.
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constraining the process, the extent 
to which Brussels and its external 
energy suppliers manage to put in 
place a system of mutual incentives 
will be definitive for the continent’s 
energy security. 

In the longer term, however, the 
Southern Corridor’s outlook 
will fundamentally depend on 
the evolution of the European 
gas markets.
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Nuclear 
rapprochement 

over Iran:

The article reviews the current situation around the Ira-
nian nuclear crisis and assesses the possibility of its 
regulation based on an analysis of the talks held be-
tween the six world powers and Iran in Istanbul, Bagh-

dad and Moscow in 2012. The article focuses on what factors are facilitating 
or hindering the negotiation process.

The research emphasizes the importance of achieving a mutually acceptable 
compromise based on a short timeline. The compromise may involve the limi-
tation of uranium enrichment on the one hand, and relaxation of financial and 
economic sanctions against Iran on the other. This will allow an extension of 
IAEA inspection activities, which will increase the level of mutual confidence. 
Otherwise, the nuclear crisis will continue to escalate, and the talks will be 
suspended for at least 18 months.

The article shows that the use of force against Tehran would not solve the 
problem. The simplicity of such an action is deceptive. The repercussions will 
be severe, primarily for the neighboring states.

Russia’s approach
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The talks between the six world 
powers1 aimed at resolving 
the Iranian nuclear crisis have 

become a regular monthly event: 
a new round of talks was held in 
Moscow on June 18-19. Two previous 
meetings held in April in Istanbul and 
in May in Baghdad did not produce 
any tangible results.

One of the reasons that Iran was 
engaging more actively with the 
international community is that the 
unilateral and exceptionally strict 
financial and economic enacted by 
the EU, U.S. and their allies have had 
an extremely negative effect.

At a meeting in Brussels at the end of 
January 2012, EU foreign ministers 
decided to impose an oil embargo 
on Iran and to freeze the assets of 
the Iranian Central Bank. The main 
reason was not so much the possibility 
of nuclear weapons development by 
the Islamic Republic of Iran (IRI), but 
the threats by some representatives of 
legislative and executive powers to 
close the Strait of Hormuz waterway. 
About 40 per cent of world oil and 
oil products, as well as significant 
amounts of LPG are transported via 
this Strait. This was the tipping point 
– the international community could 
not take any more.

Since then, European companies 
have not executed any new oil 
agreements with the IRI. The ban on 
1  The five permanent United Nations Security Council 
members, plus Germany.

such transactions came into force on 
the 1 July 2012. This was a painful 
decision for a number of the EU 
countries. For instance, Greece was 
on the verge of default as 35 per cent 
of Greek oil imports came from Iran. 
Spain and Italy were going through 
hard times and appeared to be in a 
similar situation. 

Together, the EU countries only 
consumed approximately 20 per 
cent of Iran’s net oil exports. If the 
sanctions were only related to oil, 
the economic situation in Iran would 
not have deteriorated so seriously.  
However, there were also tough 
sanctions in the banking sector, which 
made payment for Iranian oil a highly 
complicated process. As a result, in 
May, oil production in Iran dropped 
by 20,000 barrels, to 3,100,000 
million barrels per day. According to 
some estimates, in July this may fall 
even further, to 2.5 million barrels, 
as the limited imports of Iranian oil 
cannot be offset by the demands of 
China, India, the Republic of Korea 
or Turkey. This was especially painful 
given that world crude oil prices fell 
to 108 USD per barrel (i.e. 10 per 
cent) in May.

Important developments beyond the 
sanctions were the internal political 
changes in Iran, which held its first 
round of Majlis (parliamentary) 
elections in March. In spite of the 
opposition’s call to boycott, the 
turnout was 64 per cent, one of the 
highest in the history of parliamentary 
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elections. This demonstrated a vote 
of confidence to the government of 
Iran.

The conservatives, supporters of 
Iran’s spiritual leader Ali Homeyni, 
had a majority win by 60 per cent. 
Neoconservatives who supported 
Mahmoud Ahmadinejad won 
only 4 per cent of seats in the new 
parliament. During the second 
round of elections in early May, the 
number of Ahmadinejad supporters 
increased to 6 per cent. Under certain 
conditions they can be supported by 
independent candidates (who won 
30 per cent of seats in Majlis), but 
this will not change the situation in 
reality.

The new parliament will probably 
block attempts by President 
Ahmadinejad to extend the authority 
of executive bodies, and to control 
the government. Essentially, this 
could create a ‘dual power center’, 
enabling the spiritual leader to 
manage the main power centers. 

The victory in the parliamentary 
elections allowed the spiritual leader 
Ayatollah Ali Khomeini to take the 
initiative in the resolution of Iranian 
nuclear crisis. In Istanbul, Tehran 

agreed to limit the enrichment of 
uranium-235 from to 20 per cent. It 
was the first proposal of its kind in 
recent years.

Reasons for Baghdad failures 

On May 23, two days before the 
negotiations in Baghdad, the Director 
General of IAEA, Yukiya Amano, 
visited Tehran. He tried to reach 
an agreement about effective and 
unobstructed inspections of Iranian 
nuclear facilities. He was mainly 
interested in the access of IAEA 
inspectors to the military facility 
in Parchin, where, according to 
Western sources, a neutron detonator 
– nuclear bomb launcher – had been 
tested. Amano was not able to solve 
this issue, which complicated further 
talks between 5+1 and Iran.

It should be emphasized that the 
visit to the military facility in 
Parchin would be allowed if Tehran 
fulfilled its obligations under the 
Additional Protocol (1997) to the 
IAEA Safeguards Agreement. At 
present, the Protocol has been signed 
but not ratified by the parliament of 
the country, which means that there 
is no legal basis for the visit (Tehran 
has not confirmed the existence of 
a nuclear facility in Parchin). The 
inspection of the facility can only be 
done on a voluntary basis, if Tehran 
wants to increase mutual confidence. 
However, this requires significant 
progress in the negotiations between 
5+1 and Iran on the nuclear crisis.

The victory in the parliamentary
elections allowed the spiritual 
leader Ayatollah Ali Khomeini 
to take the initiative in the reso-
lution of Iranian nuclear crisis.
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Thus the Baghdad meeting 
demonstrated the inconsistency 
between the positions of 5+1 and Iran. 
Thus, Iran was again encouraged to 
exchange the low enriched uranium 
(LEU) for nuclear fuel for the Tehran 
Research Reactor, although Iran 
believes that it can produce this 
nuclear fuel on its own.

Another discrepancy in the positions 
referred to the stocks of fissile 
materials and the construction of 
new nuclear facilities. Six tons of 
LEU produced in Iran by early May 
with 3.5 per cent enrichment enable, 
after enrichment, the production of 
at least four nuclear warheads. That 
is why the West believes that Iran 
should comply with the Additional 
Protocol (1997) and the modification 
of Code 3.1 to the IAEA Safeguards 
Agreement. These documents 
contain a requirement to notify the 
IAEA about the construction of 
nuclear facilities immediately, not 
180 days before nuclear materials 
are delivered to the facility. This is 
clearly necessary, as the construction 
of secret nuclear facilities generally 
continues over several years. 

At the end of 2003, the IRI agreed 
to fulfill the requirements of the 
agreements. However, to resist the 
increasing pressure from the West, 

Iran suspended the implementation 
of the Additional Protocol (1997) 
in February 2006, and in March 
2007 Iran unilaterally suspended the 
implementation of modified Code 
3.1.

Finally, the West demanded the 
cessation of 20 per cent uranium 
enrichment by Iran and close control 
of Iranian nuclear facilities by 
IAEA. Tehran interpreted this as the 
limitation of its right to the peaceful 
use of nuclear energy.

Looking for new incentives 

As mentioned above, during the 
Istanbul talks, Tehran agreed to 
limit uranium enrichment for the 
first time in recent years. There 
was no appropriate response from 
the West to this promise by Iran, 
which affected the talks both in 
Istanbul and Baghdad. In order to 
achieve progress, it was sufficient 
for Brussels to relax financial and 
economic sanctions against the 
IRI, as they were exceeding the 
appropriate UN Security Council 
resolutions. It would then be 
possible to discuss the conditions 
of limiting the uranium enrichment 
at the technical consultancy level: 
maximum enrichment, the amount 
of fissile material, storage locations 
and further use. Instead, the West 
was insisting on the exchange of 
the LEU manufactured in Iran. 
This significantly complicated the 
negotiations that followed.

In order to achieve progress, it 
was sufficient for Brussels to 
relax financial and economic 
sanctions against the Iran.
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The issue of the exchange of Iranian 
LEU is no longer quite so urgent, 
as two fuel assemblies have been 
produced and are being tested for 
further use at the Tehran Research 
Reactor. Certainly, for the purposes of 
nuclear security it would be advisable 
to conduct such activities under 
the control of IAEA, considering 
the urban location of the research 
reactor, high burn-up fraction (which 
resulted in the reduction of its energy 
capacity from 5 to 2 megawatts) and 
the lack of experience among Iranian 
specialists in nuclear fuel assembly. 
However, in the near future, Iranians 
will be able to complete the recharge 
of nuclear fuel for the above reactor. 

By mid-May 2012 Iran had 
accumulated 146 kg of uranium 
hexafluoride enriched to 20 per cent. 
The Tehran Nuclear Research Center 
needs 177 kg of the fissile material 
for its work. Other operational or 
emerging nuclear facilities in the IRI 
do not require such highly enriched 
uranium-235 for their work, so 
soon there will be no real reasons 
to continue uranium enrichment. 
However, artificial reasons can be 
generated, for instance by imitating 
the construction of a light-water 
reactor or a nuclear submarine (NS).

It is no coincidence that a few days 

before the talks of 5+1 in Moscow, 
Rear Admiral Abbas Zamini of 
the IRI pointed to the Iranian 
Navy’s plan to build nuclear-fueled 
submarines. Iran’s rapid development 
in terms of the introduction of new 
military technologies might seem 
surprising, but in reality, the timing 
of the statement seems deliberate - a 
strategic political maneuver.

There is no doubt that even in the 
medium term the IRI will not be 
able to independently build nuclear 
submarines. First of all, this requires 
experience in production of at least 
research nuclear reactors. Iranians 
do not have such experience: all the 
active research reactors in the IRI 
were imported; the production of 
heavy-water reactor in Arak is being 
constantly postponed.  

Secondly, Iran has only mastered the 
production of small diesel submarines 
Ghadir with a displacement of 500 
tons, and with the assistance of North 
Korea. A nuclear unit cannot be 
placed on submarines of this type due 
to weight and size restrictions, safety 
provisions, and the requirements for 
the physical protection of crew against 
deadly radiation. For comparison, 
the first Soviet submarine (project 
627 Leninskiy Komsomol), made 
operational in 1957 but not equipped 
to carry ballistic missiles, had a 
displacement of 4,750 tons.

Therefore, the information about the 
construction of an Iranian nuclear 

There is no doubt that even in 
the medium term the IRI will 
not be able to independently 
build nuclear submarines.



114 

submarine is clearly a bluff, with 
the possible purpose of creating the 
basis not only for the continuation 
of further uranium enrichment (from 
3.5 to 20 per cent) at a high security 
nuclear facility in Fordo, but also 
the for the increase of uranium-235 
enrichment. Thus, first and second 
generation nuclear submarines 
with water-moderated water-cooled 
reactors used 21 per cent enriched 
nuclear fuel, while third generation 
nuclear submarines use 43-45 per 
cent enrichment. What is worse, the 
Iranian government will announce 
the construction of a nuclear energy 
unit with liquid-metal heat-transfer 
fluid that uses nuclear fuel with 90 
per cent enrichment (this is weapons-
grade uranium).

Relative success of Moscow 
negotiations

The Moscow talks were relatively 
successful; the negotiations were 
not suspended. A further meeting 
between technical experts was held 
on 3 July in Istanbul, when technical 
experts discussed the feasibility of 
an Iranian nuclear program. It is 
easier for experts to reach mutual 
understanding on the issues of safe 
operation of nuclear facilities, control 
and records of fissile materials, 
which are the main concerns of the 
international community. Thus, 
the establishment of a closed-loop 
cycle is only feasible if there are ten 
energy reactors with the capacity of 1 
gigawatt (GW). Instead, there is only 

one energy reactor of the required 
capacity, and it has sufficient supplies 
from Russia (the research reactors 
do not require large amounts of 
nuclear fuel). In addition, the parties 
were able to enter into detailed 
discussions of specific proposals 
raised by 5+1 and Iran respectively. 
Previously the talks were limited to 
mutual accusations or the discussion 
of issues not directly related to the 
Iranian nuclear program.

It must be underlined that there was a 
significant misunderstanding during the 
negotiations. The West cannot tolerate 
the large stocks of fissile material in 
Iran and the continuing process of 
uranium enrichment. Tehran hopes 
that the international community will 
accept Iran’s right to enrich uranium 
despite the existing resolutions of the 
UN Security Council, and that the 
financial and economic sanctions will 
at least be relaxed, primarily by the EU. 
These approaches do not encourage 
compromise, which put future 
negotiations at risk of breakdown. 
Similarly, provocative statements by 
high officials and military officials, the 
identification of 27 per cent enriched 
uranium in the Fordo enrichment 
plant by IAEA inspectors, and the 
deterioration of regional security all 
increase the likelihood that negotiations 
will collapse down the line.

The Moscow talks were relative-
ly successful; the negotiations 
were not suspended.
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Considering all of the above, the time 
factor gains increased importance. In 
September, the U.S. will nominate 
presidential candidates, and next year 
the presidential election campaign 
will start in Iran. Therefore the 
negotiations will have to be completed 
within the next two months. If no 
agreement is reached, discussions 
will have to be postponed for at 
least a year. Meanwhile, Iran will be 
accumulating fissile materials, which 
even at present are sufficient for the 
production of four to five warheads 
after the appropriate enrichment. This 
scenario is also deeply worrying for 
the West; the West is overly reliant 
on financial and economic sanctions, 
and this is a dangerous illusion that 
increases the risk of a regional war 
with unpredictable repercussions. 
Thus, the West will go to Iran 
offering serious incentives for the 
limitation of uranium enrichment and 
the extension of IAEA inspections on 
its territory. In this case, the success 
of the negotiations will be in line 
with Western interests if they proceed 
according to the strategy of phasing 
and mutuality proposed by Russia.

Ways of resolving the Iranian 
problem 

The Iranian nuclear problem is to a 
large extent a problem of maintaining 
a global regime of nuclear non-
proliferation. There are a number of 
potential solutions to it.

1. Give Iran the status of a 
nuclear power, i.e. a state 
that has nuclear weapons. 
Earlier, President Mahmoud 
Ahmadinejad called the 
IRI a nuclear power, in 
reference to the level of 
nuclear technologies in Iran. 
However, the international 
community has a different 
opinion: the IRI has a 
developed nuclear program 
only partially controlled by 
IAEA, with overinflated 
ambitions in this area.

This solution to the nuclear problem 
can cause negative repercussions. 
First, it will create conditions for 
an avalanche-type proliferation 
of weapons of mass destruction 
(WMD), which may result in the 
military use of nuclear weapons in 
the relative vicinity of the Southern 
and Central Caucasus. Second, the 
UN Security Council sanctions 
against the IRI will have to be lifted, 
as these sanctions are designed to 
require Tehran to cease any activity 
related to uranium enrichment 
and plutonium recovery. It will be 
extremely difficult to substantiate 
such a decision, and it will inevitably 
compromise the international status 
of the UN Security Council, which 
some unsuccessful states and terrorist 
organizations would welcome.
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2. Convince Iran not to create a 
close-loop nuclear fuel cycle. 
This is known as a “carrot”, 
whereby Iran will be given 
various financial, economic 
and technological advantages, 
along with international 
security guarantees against 
both external threats and 
internal collapse inspired 
from abroad. There is also 
a “stick” – the international 
community will permanently 
strengthen various sanctions 
if the IRI does not implement 
the resolutions set by the UN 
Security Council and IAEA.

3. Eliminate the nuclear 
infrastructure of the IRI 
by force. This is the most 
effective way, but may result 
in unforeseen repercussions, 
as indicated below.

It is obvious that the international 
community cannot accept the nuclear 
status of Iran, so let us review other 
possible solutions to the Iranian 
nuclear problem.

Many American non-conservative 
analysts advised the new 
administration of George W. Bush 
against the use of force in the Iranian 

problem. They proposed three 
scenarios:

Active support of Iranian oppo-
sition, which would also mean 
deposition of so-called  “mull-
ocracy” (“colored revolution”);

Massive missile air attacks of 
Iranian nuclear, military and in-
dustrial facilities (“Yugoslavian 
scenario”);

Land operation aimed at the 
complete destruction of the nu-
clear infrastructure of the IRI or 
even the deposition of its theoc-
racy (“Iraq scenario”).

Even putting aside the issue of the 
absence of supporting international 
law, the above missions will encounter 
huge difficulties. In any case, we 
shall analyze the above options, in 
the order of their feasibility.

Military land operation

This option is tricky to implement, at 
least in the near future. In particular, 
if the Pentagon starts a land-based 
war with Iran, it must be prepared for 
significant losses of personnel due to 
the significant military capability of 
Iran, which is higher than the military 
potential of Iraq under Saddam 
Hussein. 

The military capacity of the IRI is 
the greatest among the Near and 
Middle Eastern countries. Iran’s 
military forces gained experience in 

Many American non-conserva-
tive analysts advised the new ad-
ministration of George W. Bush
against the use of force in the 
Iranian problem.
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the military operations during the 
war between Iran and Iraq (1980-
1988); their operation is based on the 
military and political objectives of the 
government, taking into consideration 
real economic capabilities, as well as 
national and religious specifics of the 
IRI. The Iranian military consists of 
two independent elements: the Army 
and the Army of the Guardians of 
the Islamic Revolution (AGIR – a 
sort of military elite). Each of the 
elements has its own land force, air 
force and navy with the appropriate 
management system for both peace 
and war. The Army of the Guardians 
of the Islamic Revolution includes 
Special Forces Ghods (or Quds) and 
Resistance Forces Basij (backup 
consisting of trained volunteers).

According to Article 110 of the 
Constitution of the Islamic Republic 
of Iran, the Supreme Commander of 
all the military forces is the spiritual 
leader, who holds almost unlimited 
authority in political and military 
matters. In particular, the spiritual 
leader has the authority to announce 
war, peace, and total mobilization. He 
appoints and accepts the retirement 
of the Chief of Defense, commanders 
of AGIR, Army, and military 
commanders. 

Iran’s military potential can be 
assessed in different ways. It is 
mainly comprised of a large quantity 
of various foreign weapons, many of 
which are obsolete, with insufficient 
spare parts in stock. However, 

the military industry is constantly 
building its capabilities, seeking 
to become self-sustaining in this 
sector. Tehran is also disseminating 
ideological propaganda among 
both the military and the civilian 
populations, and training them 
in wide-scale subversion activity 
Considering all of the above, some 
American analysts – known as 
“hawks” - focus their attention 
on the following. Firstly, military 
intervention in Iran is the last resort, 
to be used only in the event that all 
diplomatic measures fail. Second, 
such an operation is possible only 
following the establishment of an 
anti-Iran coalition between the 
neighboring states.

American expert James Phillips of 
the Heritage Foundation believes 
that the U.S. can be successful 
in a war against Iran if they join 
together with all the countries in 
the region concerned over Iranian 
nuclear ambitions. Phillips points 
out that Washington shall develop 
the basis for the development of a 
joint strategy that would include 
both land operation activities, in 
addition to psychological pressures 
on the Ahmadinejad government, for 
instance, through navy maneuvers in 
the Persian Gulf.2

At first glance, Phillips’ 
recommendations seem reasonable. 
However, in many states there are 
2  Phillips J., “U.S. Policy and Iran’s Nuclear Challenge”, 
Heritage Lecture, 2006, June. 2, [Electronic resource], http://
www.heritage.org?Recearch/MiddleEast/Iraq/h1942.cmf.
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local Shia communities, ethnic 
Persians or similar ethnicities (for 
example, Tajiks and Khazars). All 
of them can naturally channel the 
export of the “Khomeini revolution”. 
The Islamic solidarity based on the 
provisions of Koran shall also be 
given consideration.

Considering that Turkey refused to 
participate in the Iraq campaign in 
2003, it seems unlikely that it will 
act as a partner to the West if there 
is a military intervention in Iran. As 
current events demonstrate, Ankara 
is very sensitive when it comes 
to the actions of Kurd separatists, 
which will certainly intensify if a 
large-scale operation commences in 
Iran. Although NATO’s high-level 
officials have insisted that Turkey 
open its air space and borders in case 
of war with the IRI, Turkish leaders 
ignored the request.

It is worth pointing out at this juncture 
that relations between Iran and Turkey 
have developed in recent years, in the 
context of increased political power 
among Turkey’s moderate Islamists. 
At the beginning of 2007, the Turkish 
Minister of Foreign Affairs, Abdulla 
Gul, stated that he had no concerns 

whatsoever about any export of 
“Khomeini revolution”. This exists 
in tension with ongoing regional 
competition and significant divisions 
between Ankara and Tehran, for 
instance, in relation to Syria.

The U.S. administration can hardly 
rely on Azerbaijan. Previously, 
against the provisions of the 
Azerbaijani Constitution, the location 
of American military bases was 
permitted; this would have allowed 
the U.S. to use Azerbaijani territory 
as a launch pad for forces across 
the entire Middle East and Central 
Asia. However, following a national 
strategy of “positive balance”, in 
2005 Azerbaijani President Aliyev 
signed a non-aggression pact with 
Iran which barred third countries from 
using their territories for offensive 
operations against one another.

As for “post-Saddam” Iraq, the state 
is increasingly channeling Iranian 
national interests.

Thus, among the countries named 
by James Phillips, only Israel can 
be deemed a reliable U.S. ally, but 
Israel’s military and strategic potential 
is not sufficient for successful land 
operations against the IRI.

“Colored revolution”

Another option for the use of force is 
to support the Iranian opposition in 
overthrowing the theocracy. However, 
this seems just as unrealistic, even 
though it seems likely that the George 

Considering that Turkey re-
fused to participate in the Iraq 
campaign in 2003, it seems un-
likely that it will act as a partner 
to the West if there is a military 
intervention in Iran.
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W. Bush administration considered 
this to be the best option. At the end 
of 1997, U.S. Congress allocated 
400 million USD for undercover 
operations aimed at destabilizing 
the Iranian ruling regime. This 
budget was allocated for American 
special services who organized 
the support of Iranian opposition – 
dissidents from Iran and Iraq, and 
religious and ethnic minority groups. 
The activity included kidnapping 
military officers of special divisions 
of AGIR and their transportation to 
Iraq to obtain intelligence about the 
nuclear program and the condition 
and combat characteristics of Iranian 
forces. This activity was continued 
and extended via propaganda in the 
American mass media.

However, this strategy cannot deliver 
the expected results within a short 
period of time, no matter how strong 
the opposition to theocracy. The 
problem is that Iran does not have 
any serious opposition. Almost all 
the political forces, while unhappy 
with the status quo, do not oppose 
the Islamic regime as such, but rather 
the activities of specific people and 
groups in power. All of the opposition 
activities in Iran are conducted under 

the existing Islamic regime, without 
seeking to destroy the foundation of 
the regime, controlled by Ayatollah 
Ruholla Khomeini. The internal 
political struggle in Iran concerns only 
the most effective achievement of the 
main objective – a transformation of 
Iran into a super power at the regional 
level.

Unlike clericals, the supporters of 
cardinal internal political changes are 
limited and do not play an important 
part in the social and political life of the 
IRI. Furthermore, the opposition that 
is required to overthrow the Islamic 
regime and restore the monarchy or a 
pro-Western liberal state is of limited 
weight and influence.3 

Some American analysts, such as 
Joseph Kellard, believe that the “young 
Iranians are fighting for the new state 
without clericals”. On the basis of 
this thesis, these commentators come 
to a conclusion that Washington 
can easily overthrow the existing 
regime.4 However, a stunning victory 
by an orthodox “Khomeinist”, 
Mahmoud Ahmadinejad, in the 
2005 presidential elections showed 
that the revolution ideology is still 
supported by a majority, especially 
in rural areas. This was confirmed 
in the presidential elections of 2009, 
although to a lesser extent.
3  Coats D., Robb C., Meeting the Challenge. U.S. Policy 
towards Iranian Nuclear Development, (Washington D.C.: 
Independent Task Force sponsored by the Bipartisan Policy 
Center, 2008), 67.

4  Kellard J., “Iran Is the Root of Islamic Terrorism”, 
Capitalism Magazine, 2003, Jun. 5, [Electronic resource], 
http://www.CapMag.com/article.asp?ID=2888.

All of the opposition activities 
in Iran are conducted under the 
existing Islamic regime, without
seeking to destroy the founda-
tion of the regime, controlled by 
Ayatollah Ruholla Khomeini.
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It is necessary to highlight the three 
main factors that make the theocracy 
relatively stable. First, according to 
Dariush Zakhedi, an American expert 
in Iran and sociology, the current 
regime more or less corresponds 
with the interests of the bazaari, an 
influential part of Iranian society. If the 
Pahlavi monarchy tried to modernize 
this traditional class, they would meet 
with resistance from the clericals, 
many of whom are related to bazaari, 
who opposed such modernization. 
As a result, for instance, the Islamic 
Association of the Unions of Tehran 
supports the conservatives in 
parliamentary elections, and opposes 
the over-liberalization of the national 
economy.5

The second factor that bolsters 
theocratic stability derives from the 
particularities of Iranian political 
culture. Iranians, as Shiites, follow 
the tradition of marja-i taqlid, which 
in European terms affects the party 
structure among liberals.

Finally, the international status of 
Iran prevents the expansion of anti-
regime movements. The escalation 
of the conflict between Iran and the 
U.S. compels Iranians unite around 
the ruling elite and to shun Iranian 
liberals who are supported by the 
U.S. as traitors.

Thus, a military land operation in the 
IRI or a so-called “color revolution” 
5  Zahedi D., The Iranian Revolution: Indicators of Regime 
Instability, (Boulder: Westview Press,  2001), 84, 89-90.

is highly unlikely, at least in the 
near future. The possibility of an 
ethnic split in Iran is also doubtful, 
although there are large communities 
of Azerbaijanis (at least 20 million 
people) and Kurds (4-5 million 
people). Certainly, after the Kurds 
gained independence in Iraq, their 
aspirations to establish their own state 
by joining the Kurdish-populated 
territories of Turkey, Iran, Iraq and 
Syria, grew stronger. However, 
they faced an active counteraction, 
especially from Ankara and Tehran. 
As a result, Iran’s Kurdish problem 
has been suppressed.

“Yugoslavian scenario”

The final option for the use of force 
is a series of massive missile air 
attacks on Iranian nuclear, military 
and industrial facilities. This strategy 
seems at a glance to be the most 
effective. Here it is useful to look 
to Israel’s destruction of the Iraq’s 
Osirak nuclear research reactor in 
summer 1981, which was illegal 
from the international perspective, 
but very effective. Fourteen Israeli 
jets halted Saddam Husseyn’s plans 
to create his own nuclear bomb.

However, the former Iraqi and present 
Iranian nuclear programs, not to 
mention their military and industrial 
potentials, are incomparable. For 
instance, the key nuclear facilities 
of the IRI are well protected; the 
uranium enrichment facility in 
Natansa is buried eight meters under 
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ground and protected by a few layers 
of reinforced concrete. A similar 
facility in Fordo is buried 80 to 90 
meters deep, inside a mountain. Its 
connection to the outside world is 
limited to five tunnels. Thus, any 
statements about the possibility of 
localized strikes against Iran are 
unsubstantiated. 

For this reason, any military strike 
against Iran would have to be 
completely disabling. Until recently, 
Iran had 27 major nuclear facilities 
protected by air defense forces. Their 
destruction will inevitably result in 
the IRI using missiles from various 
launch platforms (land, marine, air). 
The land-based missiles have the 
greatest range, which means they 
would have to be destroyed first, 
with air and naval bases next on 
the list. Besides, Iran has its Ghods 
Force, specifically trained for coups 
de main. They will also need to be 
eliminated immediately. What about 
combat control and communication 
facilities, warehouses with weapons 
and military equipment, and 
military industry facilities? It will 
not be possible to destroy them via 
localized strikes, and so there are 
only two options: either to withdraw 
from the attack on Iran, or to destroy 
everything with a decapitating or 
fully disarming strike.

According to the Russian military 
expert Vladimir Dvorkin6, the 
approximate scenario of a U.S. 
military attack on Iran is as follows. 
U.S. air forces and navy first attack 
air defense facilities, combat control 
and communication centers, missile 
bases, and special military force 
bases with cruise missiles. At the 
same time, a mission to suppress 
communications and disrupt combat 
coordination is conducted by 
radio-electronic means. This will 
upset combat control and establish 
favorable conditions for the first air 
attack. Then during further missile 
strikes, including strikes against 
nearby air bases, full command of 
the air will be achieved, allowing 
unhampered and methodical 
elimination of Iranian air and naval 
bases, nuclear, military and defense 
industry facilities. At this stage, both 
sea- and land-based aviation can be 
deployed. The ultimate objective 
will likely be a complete elimination 
of Iran’s military industry potential. 
In addition, the territory of Iran will 
be completely blocked, excluding 
military imports. This was NATO’s 
strategy during the successful 
military operation in Yugoslavia in 
spring 1999.

It is necessary to mention that this 
type of non-contact warfare does 
not require any agreements between 
Washington and Turkey, Azerbaijan, 
6  Dvorkin V., Arbatov A., Solving the Iranian Nuclear 
Problem by Force: Scenarios and Ramifications, (Moscow: 
International Luxembourg Forum, 2008), 7-24.

Until recently, Iran had 27 ma-
jor nuclear facilities protected 
by air defense forces.
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Turkmenistan or the Cooperation 
Council for the Arab States of the 
Gulf for opening air space or borders 
with Iran; the composition of U.S. air 
force concentrated at present in the 
Persian Gulf and other neighboring 
areas is sufficient for a disarming 
strike without the mobilization and 
deployment of other troops, and 
therefore can be done on command. 
The composition includes high 
accuracy weapons and all necessary 
infrastructures (military bases, jet 
carriers and navy strike groups in 
the adjacent water bodies, groups of 
permanent air and satellite observation 
units). The U.S. can independently 
deploy this mission. However, the 
existence of plans does not mean they 
have to be implemented, especially if 
the political risks are high.

It is clear that the implementation 
of the Yugoslavian scenario will be 
deemed more or less legitimate by the 
western community, if the U.S. can 
provoke Iran into an act of aggression. 
An action such as the spring 2007 
capture of the British navy, but on a 
larger scale, could be used as a pretext 
for the conflict. Considering the anti-
Iranian policy of the most European 
political leaders, along with Britain’s 
desire for revenge, Washington can 
expect if not concrete assistance, 
then at least the understanding of key 
European countries. 

While it may seem an initially 
attractive option, the massive 
missile strike strategy has multiple 

deficiencies. Firstly, Iran could 
respond to the military action without 
using its military capability, via a 
‘proxy war’ strategy. Moreover, the 
war with Iraq showed that the U.S. 
has massively superior intelligence 
as well as a significant arsenal of high 
accuracy weapons, which allow them 
to avoid combat and to eliminate 
the opposing side at remote borders. 
Certainly, in spite of its numerous 
statements to the contrary, Tehran 
lacks the capacity to organize large-
scale terroristic acts in Europe and 
America. However, it can cause 
the situation in Afghanistan and 
the Arab countries of the Persian 
Gulf to deteriorate significantly, as 
well as fuel the Palestine – Israel 
and Lebanon – Israel conflicts. 
Inevitable, further military attacks 
of the U.S. will follow. As a result, 
there could be a large influx of 
refugees into Azerbaijan, Armenia 
and Turkmenistan, with Russia as 
final destination. Moreover, a large 
unstable zone will appear, across 
Afghanistan, Iran, and very probably, 
the Caucasus and Central Asia.

Secondly, massive attacks make 
sense if they are based on reliable 
and detailed data. Otherwise, the 
area of missile attacks will reach an 
unpredictable level. The George W. 

Iran could respond to the mili-
tary action without using its 
military capability, via a ‘proxy 
war’ strategy.



 V
ol

.2
 • 

N
o.

2 
• S

um
m

er
  2

01
2

123 

Bush administration, according to 
Pentagon officials, did not have all 
the necessary information for the 
detailed identification of targets. This 
is not likely to have changed.

Thirdly, all the suspicious facilities are 
large and geographically scattered. 
For instance, the uranium enrichment 
facility in Natansa, a facility with a 
heavy water nuclear reactor in Arak 
currently under construction, and 
a uranium enrichment facility in 
Fordo. American expert Anthony 
Cordesman warns that without the 
necessary intelligence, the U.S. will 
have to destroy a large proportion 
of infrastructure that is under 
construction, or facilities that are 
not directly related to the military 
nuclear program, and Iran will 
be able to rebuild these facilities 
easily. The action will compromise 
the credibility of the U.S., already 
damaged following the failure to 
prove that Saddam Hussein had 
nuclear weapons. Furthermore, Iran 
has been preparing for the American 
air strikes for a several years and, 
according to the U.S. intelligence, 
has managed to strengthen its air 
defense.7

Fourth, it must be noted that AGIR 
can organize terrorist acts against the 
American navy base in the Persian 
Gulf. The incident of spring 2007 
proves that this is a possibility; an 
unknown perpetrator spray-painted 
7  Cordesman A., U.S. – Iran Talks on Iraq Useful, but Unlikely 
to Produce Immediate Results, (Washington D.C.: Council on 
Foreign Relations, 2007).

a target on an American war craft 
docked in Qatar. The source of 
incident was not identified, but 
Iranians were suspected.

The activity of diversion groups 
controlled by IRI secret services 
will require Washington to take 
appropriate measures towards 
neutralization. This will involve a 
large-scale mission to disable AGIR, 
which also controls Iran’s nuclear 
programs. This operation is not 
possible without at least a limited 
land operation, which also makes a 
“quick surgery” type of intervention 
impossible.

Besides, there is also the risk that 
Iran will sow mines in the Strait of 
Hormuz. The IRI has 3,500 mines, 
including bottom mines, which can 
be deployed by war craft, civilian 
ships, boats, air craft and helicopters. 
The mines can be deployed fast 
and secretly; sweeping numerous 
and dense minefields comprised 
of mines of various types and age 
would be difficult even without 
the threat of enemy fire and air 
craft. According to the estimates of 
American experts, sweeping would 
require at least a month. In case of 
war with Iran, regular shipping in the 
Strait of Hormuz will only possible 
after the islands of the Greater and 
Lesser Tunb, as well as the adjacent 
shoreline.

The Afghan factor is another 
obstacle to the military solution of 
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the Iranian issue. The ambiguity of 
Iranian policy towards this country 
is deeply problematic. On one hand, 
the IRI is the main sponsor of the 
revival of Afghan economy. Since 
2003, the countries have established 
close contact in banking, agriculture 
and social development. It is no 
coincidence that Hamid Karzai’s first 
foreign visit was to Tehran. On the 
other hand, the Iranian government 
is using the classic methods of 
export for its Islamic revolution, 
aimed at strengthening its position in 
Afghanistan. The IRI is continually 
deploying officers of its Special 
Ghods Forces with the purpose of 
establishment of local military-
political organizations. The efforts of 
these officers have been reasonably 
successful. In Western provinces, 
voluntary regiments such as Sepah-e 
Mohammad were established, and 
Herat has fallen under the ideological 
influence of Iran due to the cultural 
and lingual similarities between the 
people of Herat and Iranians.8

In the event that force is used against 
Iran, the IRI will both cease any 
assistance to the pro-American regime 
in Afghanistan but also will do its best 
to destabilize the internal political 
situation there. To do this, Tehran 
will use its close cultural connections 
to the local population and will try 
to involve the Taliban. According 
to some information, Iran is already 
trying to act in this direction. 
8  Clawson H., Rubin M., Eternal Iran: Continuity and Chaos, 
(New York: Palgrave Macmillan, 2005), 149.

How feasible is the use of force 
against Iran? Fortunately, at 
present the probability of the 
military scenario is still fairly 
small; the main reason being that 
there is no real threat to the US 
from this direction.

It is more likely that the missile 
strike against Iranian nuclear 
facilities will be initiated by Israel. 
However, its military potential 
in its standard composition may 
appear to be insufficient to halt 
Iran’s nuclear program. It is more 
probable that the Defense Army 
of Israel will suspend this plan for 
a few years. However, in a few 
years, the nuclear status of the 
IRI will become inevitable, and 
Israel will be in political isolation 
from both Muslim and many of 
the Western states.

The analysis of Iranian nuclear 
program at its present development 
level allows one to conclude that 
the minimum time required for 
the IRI to create nuclear weapons 
after the relevant political 
decision is 18 months.  However, 
with active IAEA inspections 
in the country, it is impossible 
to save a significant quantity 
of fissile materials. Therefore, 
the countdown starts when the 
relations between the Agency 
and Tehran are disrupted (the first 
sign that the political decision to 
create nuclear weapons has been 
made). As long as Iran maintains 
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relations with IAEA, and allows 
it to conduct inspections, the 
production of nuclear weapons 
remains highly unlikely.

Thus, perspectives on the 
Iranian nuclear crisis solution 
are still uncertain. The regime 
in Tehran is still fairly stable, 
which allows the government 
to control the internal situation, 
in spite of low-level dissent 
among the local population. 
The existing international and 
inter-confessional disagreements 
do from time to time cause 
terrorist acts, in particular, in 
the Iranian provinces of Sistan 
and Baluchistan. This is also 
due to the severe measures 
taken by the security service 
and law enforcement authorities. 
However, the level of terrorist 
activity in the IRI resulting from 
various internal conflicts does 
not pose a serious threat to the 
existing regime. Therefore, a 
“color revolution” in the near 
future, regardless of Western 
encouragement, remains highly 
unlikely.

Any use of force to resolve the 
Iranian nuclear problem will 

cause the situation to deteriorate 
and push the IRI to develop 
their nuclear capacity. Certainly, 
Tehran could also take such 
a decision for other reasons. 
However, a missile strike on 
Iranian nuclear facilities will 
almost certainly lead to the 
creation of nuclear bomb, though 
postponed for a few years. 

Considering the above, it is 
necessary to come to an agreement 
with Iran. It will not be easy, but 
there is no other way.

Any use of force to resolve the 
Iranian nuclear problem will 
cause the situation to deterio-
rate and push the IRI to develop 
their nuclear capacity.
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Implications of 
Azerbaijani gas

for the Southern Corridor and 
European energy security

This article examines the emerging role of Azerbaijani 
gas in European energy security with a particular focus 
on the impact of TANAP project. It refers to demand and 
supply constraints, and concludes that the conjuncture 

favors additional gas supplies from Azerbaijan to Europe via Georgia and 
Turkey, by benefitting from existing pipeline infrastructure. TANAP emerges 
as a facilitator, rather than a competitor, of other transit projects seeking to 
use the same transit route traversing Turkey. Gas transportation from Shah 
Deniz I and Shah Deniz II to Europe through TANAP opens the gate for Eu-
ropean markets for Southern Corridor, and this will accelerate (rather than 
decelerate) other pipeline projects such as ITGI, TAP, Nabucco, SEEP and 
others, depending on contractual terms.
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Azerbaijani gas from Shah 
Deniz I reaches the European 
market through Baku-Tbilisi-

Erzurum (BTE) gas pipeline, which 
started transportation in 2006 with 
an actual capacity of 6.6 bcm/y. The 
significance of this pipeline is more 
than the gas volume it transports, and 
that it will channel in the near future. 
Under current economic and political 
conditions, one thing is clear: all the 
other projects that are aiming to pass 
through Turkey from the Caspian and 
the Middle East would be dismissed 
as unfeasible or unreliable for at 
least in the next decade without 
Azerbaijani gas. 

Azerbaijan and its partners in gas 
trade took further initiatives to 
channel increased volumes of gas 
from the second phase of Shah Deniz 
(Shah Deniz II) field, and engaged in 
important accords. The Memoranda 
of Understanding (MoU) of the Izmir 
agreement and the Governmental 
Agreement and the Host Government 
Agreement to implement the Trans-
Anatolia Gas Pipeline (TANAP) in 
late June drastically changed the 
dynamic for pipeline projects of 
Southern Corridor. 

There are, of course, multiple pros, 
cons, incentives and obstacles 
concerning a myriad of existing 
pipeline projects within the Southern 
Corridor. This article explores the 
emerging role of Azerbaijani gas 
in European energy security with a 
special focus on the impacts of the 

İzmir agreement and the TANAP 
project, both of which prompted 
alternative projects to accelerate their 
initiatives and adapt them to the actual 
priorities of Shah Deniz Consortium.
The main hypothesis here stems 
from the following argument: gas 
transportation from Shah Deniz I and 
II opens the gate to European markets 
for Southern Corridor and this will 
accelerate (rather than decelerate) 
other pipeline projects, not only 
in terms of demand opportunities 
starting at the Turkish borders with 
EU member countries, but also with 
regard to suppliers who will likely 
get involved in the emerging web of 
pipelines once the matter of supply 
constraints has been resolved. 

From this perspective, the first chapter 
elaborates the role of gas for global 
energy security in the 21st century 
with a particular focus on European 
gas demand, and the way in which 
the expected increase in consumption 
makes the rise of Southern Corridor 
an important alternative. The second 
chapter addresses the Southern 
Corridor and its constituent pipelines 
and pipeline projects. The third 
chapter reviews supply options 
and constraints with reference to 
alternative countries in Caspian 
and the Middle East. The last part 
scrutinizes the significance of reliable 
Azerbaijani gas in market turmoil, 
and concludes that the TANAP 
project constitutes a turning point 
for the Southern Corridor by offering 
strategic leverage to Azerbaijan and 
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Shah Deniz Consortium, which is 
imperative for European energy 
security. 

European energy security and the 
role of gas in the 21st century 

We are in an age of transition, between 
what can be termed the ‘late oil’ era 
to the ‘energy mix’ era. However, 
fossil fuels (mainly coal, oil, and gas) 
are still the main source of energy 
for international consumers, and of 
those, natural gas is expected to be 
a strategic source of energy. Many 
experts agree on the rising profile of 
natural gas, which, bolstered by high 
oil prices and environmental, safety 
and other factors, could become the 
most used hydrocarbon by 2030.1 
According to estimates by the United 
States Energy Information Agency 
(U.S. EIA), world net natural gas 
consumption will increase by at 
least 50% by 2030. In light of these 
considerations, it is possible to 
make two conjectures: 1) as a result 
of peaking oil prices, natural gas 
will replace oil wherever possible, 
and 2) as a result of environmental 
constraints, governments, NGOs 
and consumers seek to use natural 
1  The fact that natural gas contains zero sulfur dioxide (SO2), 
releases low levels of nitrogen oxide (NOx), CO2, and other 
pollutants is extremely important in European countries which 
are very responsive to air quality. 

gas whenever possible.2 Natural gas 
remains a key energy source for the 
industrial sector and for electricity 
generation, with a rising stake in 
household consumption (including 
heating and cooking), along with 
transportation (mainly public). In 
terms of safety, modern technology 
allows the safe production, 
transportation and consumption of 
natural gas. With regard to comfort; 
natural gas allows constant and 
controlled heating at better terms 
when compared to other fuels.3

As for global energy security, the 
rapidly increasing energy demands of 
China and India puts pressure on the 
U.S. and other consumer countries.4 
The EU, in the meantime is eager to 
diversify gas suppliers in Eurasia, 
Mediterranean and the Gulf, in order 

to guarantee supply security.5 The 
Caspian provides one of the best 
options for EU energy security.6 
2  EIA, World Natural Gas Consumption, Report #:DOE/EIA-
0484(2008), September 2008, http://www.eia.doe.gov/oiaf/ieo/
excel/figure_35data.xls, accessed on 25 May 2012.

3  See, M. Kojima, Breathing Clean, Washington, The World 
Bank Publications, (Technical Paper No. 516), 2001, pp.  3-5.

4  M.T. Klare, Rising Powers, Shrinking Planet: The New 
Geopolitics of Energy, New York, Metropolitan Books, 2008, 
pp. 63-87.

5  S.S. Haghighi, Energy Security: The External Legal Relations 
of the European Union With Major Oil- And Gas-Supplying 
Countries, Portland, Hart Publishing, 2007, pp. 341-380.

6  D. Mavrakis, F. Thomaidis and I. Ntroukas, “An assessment 

We are in an age of transition, 
between what can be termed the 
‘late oil’ era to the ‘energy mix’ 
era.

The Caspian provides one of the 
best options for EU energy secu-
rity.
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The EU, however, must face 
Russia’s desire to retain its energy 
monopoly in relation to European 
markets. Discrepancies between 
national energy policies and the EU 
Commission’s goal of diversifying 
resources from a variety of countries 
in Caspian, the Middle East and 
Africa are causing regional gas 
projects to lose pace. The Southern 
Corridor, which entails an emerging 
web of pipelines from the Caspian 
and the Middle East to Europe via 
Turkey, deserves closer attention, 
given that it promises to increase 
European energy security in addition 
to strengthening gas markets. 

The most optimistic view of 
European gas consumption was 
given in a 2004 International Energy 
Agency Report, which stated that 
EU members would need additional 
gas supplies to satisfy rising gas 
consumption, estimated to reach 900 
bcm in 2030. Indigenous production 
is forecasted at less than 300 bcm, 
which requires annual gas imports 
of 600 bcm. The IEA projected the 
diversification of European suppliers 
as follows: Russia (79 bcm of natural 
gas), Central Asia and Caspian (51 
bcm of natural gas), Middle East (40 
bcm of natural gas and 117 bcm of 
LNG), Africa (70 bcm of natural gas, 
61 bcm of LNG) and Latin America 
(18 bcm of LNG).7 
of the natural gas supply potential of the south energy corridor 
from the Caspian Region to the EU,” Energy Policy, Vol. 34, 
No. 13, September 2006, pp. 1671-1680.

7  IEA, “Outlook for European Gas Demand, Supply and 
Investment to 2030,” World Energy Investment Outlook, Paris, 

This projection remains over-
optimistic, because the global 
financial crisis has negatively affected 
European economies; demand from 
EU countries has increased less 
than the IEA estimated in 2004, but 
nonetheless its gas consumption will 
still be crucial A recent quantitative 
analysis based on a mathematical 
formulation and illustrative results 
of the World Gas Model, which is a 
multi-period complementarity model 
for the global natural gas market 
with explicit consideration of market 
power in the upstream market, again 
generates an optimistic estimation, 
although expected consumption 
remains below the levels estimated 
by IEA. Total projected consumption 
in Europe in 2030 is put at 667 
bcm/y. Of this, a projected 27 bcm/y 
will be supplied in the form of LNG, 
or 4% of the total consumption; 200 
bcm/y produced domestically, and 
a large proportion will be imported 
from Russia, the Caspian, and from 
North Africa as pipeline gas.”8 In 
terms of supplies, this study projects 
a split of Russian, Caspian and 
Middle Eastern gas between Europe 
(first main destination for natural 
gas), Asia (second main destination 
for natural gas) and North America 
(small amounts sold as LNG).9

IEA Publications, 2004, p. 8, http://www.iea.org/textbase/
work/2004/investment/outlook%20for%20European%20
gas%20demand.pdf, accessed on 30 May 2008.

8  R. Egging, F. Holz and S.A. Gabriel, “The World Gas Model: 
A multi-period mixed complementarity model for the global 
natural gas market,” Energy, Vol. 35, No. 10, 2010, pp. 4016-
4029.

9  Ibid, 4025.
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A recent analysis focuses on European 
gas demand trends from a policy 
perspective, combining economic 
forecasting with geopolitical scenario 
building.  The analysis,  based on 
reports by the EU Commission, sets 
out four possibilities: 1) Baseline 
scenario with average oil price of 
61$/bbl; 2) Baseline scenario with 
average oil price of 100$/bbl; 3) New 
energy policy scenario with average 
oil price of 61$/bbl; 4) New energy 
policy scenario with average oil price 
of 100$/bbl. The policy analysis 
outlines options, restraints, priorities 
and strategies of concerned actors, 
and generates four policy scenarios: 
1) Russia first; 2) Russia dominant; 
3) Security first; 4) Each for itself.

The results indicate that European 
gas demand is very likely to increase 
although with different policy 
implications. The matrix obtained out 
of 4 economic and 4 policy options 
results in 16 contingencies defining 
the impact of gas supply/demand 
characteristics on European energy 
security in 2020. Accordingly; Russia 
first scenario refers to a situation in 
which the EU Commission and EU 
member states attribute a priority to 
Gazprom’s and Russia’s concerns 
in Europe while supporting on 
going projects. Russia dominant 
scenario describes Russia’s and 
Gazprom’s extensive control over 
supplies in Caspian, Middle East 
and North Africa mainly through 
successful corporate expansions and 
geopolitical maneuvers. Security 

first scenario implies balanced and 
equitable gas supplies from Russia, 
Azerbaijan, Turkmenistan, Iran, Iraq, 
Egypt, Libya, Algeria and Nigeria. 
Each for itself scenario describes 
a hypothetical situation in which 
the EU fails at taking a common 
action. Individual states attribute 
high priority to national options by 
undermining the common good and 
negative externalities.

Making sense of the Southern 
Corridor 

To start from the big picture, as 
presented by the EU Commission 
prior to the global financial crisis, 
the EU openly seeking to extend 
its partners eastward to the former 
Soviet Union, and southward 
towards Mediterranean and Middle 
Eastern regions, as part of the Wider 
Europe concept.10 The Caspian, and 
to a lesser extent the Middle East, 
promises to contribute to European 
energy security.11 

The Southern Gas Corridor entails a 
portfolio of a pipeline projects mainly 
Nabucco, the Interconnection Turkey 
Greece Italy (ITGI), White Stream 
(a Georgia-Ukraine-EU gas pipeline 
project), the Trans-Adriatic Pipeline 
(TAP) and Trans-Anatolian Pipeline 
(TANAP). The South East Europe 
Pipeline (SEEP), first proposed by BP 
10  J. W. Scott, “The EU and ‘Wider Europe’: Toward 
an Alternative Geopolitics of Regional Cooperation?,” 
Geopolitics, Vol. 10, No. 3, 2005, pp. 429-454 at 430.

11  Y. Kalyuzhnova, “The EU and the Caspian Sea region: An 
energy partnership?,” Economic Systems, Vol. 29, No. 1, 2005, 
pp. 59-76.
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on 24 September 2011, also deserves 
further analysis within this context.

The Nabucco Gas Pipeline Project 
appears to be the most ambitious. 
The concept was launched by a 
consortium on 24 June 2004, to 
develop, construct, and operate the 
Nabucco pipeline from the Georgian/
Turkish and the Iraqi/Turkish border 
to Baumgarten in Austria to transport 
and then distribute 33 bcm/y of gas 
with a lifespan of 50 years.12

“The White Stream project was 
conceived in 2005 and is a key 
component of the EU Southern 
Energy Corridor to transport up to 
32 bcm/y of gas from Azerbaijan and 
other countries in the Caspian Region 
via Georgia directly to countries on 
the Western side of the Black Sea 
(Romania, Ukraine) and onwards 
to markets in Central and Eastern 
Europe through a pipeline which will 
cross the Black Sea in water depths 
in excess of 2,000 meters, using 
advanced proven technology.”13 This 
project, however, is struggling with 
high investment costs, and remains 
unfeasible under current economic 
conditions, which are likely to prevail 
for at least the next five years. 

ITGI is composed of ITG (Inter-
connector Turkey-Greece), which 
has been in operation since Novem-
ber 2007 and has a capacity of 11.5 
12  Nabucco Gas Pipeline, Overview, http://www.nabucco-
pipeline.com/portal/page/portal/en/pipeline/overview, accessed 
on 20 May 2012.

13  White Stream Pipeline Company, Diversifying Europe’s 
Gas Imports, http://www.gueu-whitestream.com/main.
php?id=1&lang=eng, accessed on 22 May 2012.

bcm/y, and the IGI (Interconnector 
Greece-Italy) project, which aims to 
reach a capacity of 9 bcm/y.14

The Trans Adriatic Pipeline (TAP) 
will start in Greece, cross Albania 
and the Adriatic Sea and come ashore 
in southern Italy, allowing 10-20 
bcm of gas to flow directly from the 
Caspian region to Italy and other 
European markets.15

SEEP aims to transport Azerbaijani 
gas to Austria via Turkey by 
combining existing pipelines that 
would for the most part use existing 
nationally owned pipelines, pipeline 
sections, and inter-connectors, with 
a new one that could be 800-1000 
km long, as opposed to building the 
Nabucco pipeline along that entire 
route.16 

Supply options and constraints

Volume and cost are not the only issues 
at stake in the Southern Corridor. 
There are also important political 
and geo-political consequences. Gas 
supplies to the proposed pipelines 
inevitably lead to controversies 
stemming from geopolitical and 
economic difficulties.17 For instance, 
14  Edison, ITGI, http://www.edison.it/en/company/gas-
infrastructures/itgi.shtml, accessed on 20 May 2012.

15  Trans Adriatic Pipeline Company, TAP Project Concept, 
http://www.trans-adriatic-pipeline.com/tap-project/concept/, 
accessed on 22 May 2012.

16  V. Socor, “Europe queries BP pipeline,” Asia Times Online, 
http://www.atimes.com/atimes/Central_Asia/MK08Ag01.html, 
accessed on 24 May 2012.

17  For a supply side analysis and prospects of further 
production, see M. Bilgin, “Geopolitics of European natural gas 
demand: Supplies from Russia, Caspian and the Middle East,” 
Energy Policy, Vol. 37, No. 11, 2009, pp. 4482-4491.
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bringing Turkmen gas to Europe 
via trans-Caspian and Nabucco 
pipelines18 makes more sense as 
a simple supply diversification 
issue. It would be very expensive 
for Gazprom to satisfy Europe’s 
rising demand by developing its 
conventional fields or even new 
ones (e.g. Shtokman) if it cannot 
buy natural gas from Turkmenistan.19 
Russia’s growing domestic market, 
along with production decline in the 
West Siberian fields of Yamburg, 
Urengoy and Medvezhye,20 is 
forcing Gazprom to use natural 
gas from Turkmenistan as opposed 
to confronting the issues of high 
production and transit costs in the 
new fields. This is why Russia needs 
to keep Caspian, or at least Turkmen 
gas, within its infrastructure. Most 
experts point to Russia’s increasing 
attempts to compete with Southern 
Corridor pipelines, and to dismiss 
them as unfeasible for Europeans, 
18  3,300 km (2050 miles) long Nabucco pipeline project is 
planned to cost about $5.5 billion to transport 31 bcm of gas 
from the Middle East and Central Asia to European markets. 
For other features and capacity, see, M. Pickl, F. Wirl, “Auction 
design for gas pipeline transportation capacity—The case of 
Nabucco and its open season,” Energy Policy, Vol. 39, No. 4, 
2011, pp. 2143-2151.

19  See, Bilgin, 2009.

20  For depletion in Yamburg, see International Energy Agency, 
Russia Energy Survey, 2002, Paris, OECD/IEA Publications, 
2002, p. 55. 

instead promoting their own 
initiatives, namely the Nord Stream 
and South Stream pipelines. In the 
meantime, facing the difficulty of 
building a trans-Caspian pipeline, 
Turkmenistan has signed long-term 
contracts with Russia and China.

Regarding further extensions in 
Africa and the Middle East, the 
joint statement released after the 
European Commission’s meeting on 
“Enhancing Energy Cooperation” 
on May 5 2008 warrants further 
attention. The statement suggested 
that the 10 bcm/y capacity Arab Gas 
Pipeline, which runs from Egypt 
through Jordan to Syria, be connected 
with Turkey and Iraq as soon as 
possible. The Commission excluded 
Iran for political reasons stemming 
from its nuclear agenda, and thus 
proposed that the EU diversifies 
its gas supply by connecting North 
Iraqi El Anfal, or Akkas in Sunnite 
region, gas resources with Arab Gas 
Pipeline to feed Nabucco.21 The EU 
will gain its alternative gas supply 
system if this joint statement leads 
to the proposed Middle Eastern gas 
network comprising of Iraq and 
Egypt. Nevertheless, Iraq cannot 
satisfy regional security concerns; nor 
can Egypt sell natural gas if the rise 
of LNG demand on the one hand, and 
the geopolitical concerns of the USA 
on the other, are ignored. The security 
threats in Iraq, Lebanon, and Egypt 
21  “EU-Turkey agree on Arab gas pipeline cooperation,” 
Hurriyet Daily News, http://www.hurriyet.com.tr/english/
turkey/8871261.asp?gid=231&sz=38847, accessed on 10 
January 2009.

In the meantime, facing the dif-
ficulty of building a trans-Cas-
pian pipeline, Turkmenistan has 
signed long-term contracts with 
Russia and China.
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endanger this pipeline. Insurgence 
in Syria, which is now at its peak, 
raises additional concerns about 
regional security in the mid-term. 
Furthermore, the fact that Algerian 
LNG prices tripled between 2003 and 
2008 pushed potential natural gas 
producers, including Egypt, Iran and 
Saudi Arabia, to invest in liquefaction 
units and terminals in order to 
overcome geopolitical pressures and 
benefit from LNG trade. Shell is 
about to invest 2.5 billion US dollars 
on a natural gas plant in southern Iraq 
to meet the rising demand of UAE 
and Saudi Arabia via LNG. The Suez 
Canal and Sumed Oil Pipeline have 
raised Egypt’s significance based on 
strategic routes traversing the Persian 
Gulf, which in turn promotes LNG 
trade over natural gas. Port Damietta, 
at 50 km north-west of Port Sa’id, 
is likely to become an LNG hub, 
because Egypt is determined to bring 
additional trains on stream.22 

As for Iran, this country will definitely 
be a key player in gas markets if the 
government can manage its difficult 
relationship with the international 
community, pursuant to its ambitious 
nuclear program. Aware of the future 
22  See, Oxford Business Group, The Report: Emerging Egypt 
2008, 19 June 2009, p. 118.

significance of gas, Iran has already 
started to invest in infrastructure 
for a new domestic pipeline system 
(IGAT) from South Pars to North 
with a possible extension to Turkey 
and the Pakistani border, with the aim 
of constructing the Iran-Pakistan-
India Pipeline (IPI). Iran hopes to 
sell natural gas to European markets, 
and then to India and even China if 
the proposed 2,600 km IPI pipeline 
(and its extension to China) can be 
completed. IPI seems to be stuck for 
strategic reasons, and although Iran 
and India are continuing negotiations 
toward a solution, political unrest in 
Afghanistan and Pakistan is impeding 
the construction of this pipeline.23 
Gas sales to European markets in the 
meantime are put at risk by doubts 
among European countries about 
Iran’s nuclear agenda

In terms of international geopolitics, 
Russia is aligned with Iran not 
merely because they both consider 
the U.S. as their principal antagonist, 
which trumps any major difference 
between them, but also because they 
are both pursuing multi-polarity in 
the Middle East and worldwide.24 
“In conclusion, for different reasons, 
Iran, India and Russia have strong 
reasons for grievances against the 
international system, which are also 
23  H. Dhaul, “Future Shock! The Power Sector,” in  R. Anand 
et al. (Eds.), Business Standard in India 2009, New Delhi, BS 
Books, pp. 59-72 at p. 70.

24  A. Cohen, L. Curtis and O. Graham, “The Proposed Iran-
Pakistan-India Gas Pipeline: An Unacceptable Risk to Regional 
Security,” The Heritage Foundation, 30 May 2008. http://www.
heritage.org/Research/AsiaandthePacific/bg2139.cfm, accessed 
on 8 June 2008.

The EU will gain its alternative 
gas supply system if this joint 
statement leads to the proposed 
Middle Eastern gas network 
comprising of Iraq and Egypt. 
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shared by China.”25 Russia would 
definitely prefer Iran to remain 
outside of European gas markets for 
as long as possible, and this may be 
a partial explanation of why Russia 
is supporting the Iranian nuclear 
program, aside from economic 
reasons.26 The U.S. cannot defy the 
rising influence of Russia and China 
in Central Asia, and its insistence 
on excluding Iran from European 
markets may result in gas trade 
between Russia and Iran, and China 
and Iran. If Russian and Chinese 
gas relations with Kazakhstan and 
Turkmenistan also include Iran, this 
would drastically jeopardize U.S. 
interests and hinder the EU’s search 
for alternative suppliers.27  

Importance of reliable Azerbaijani 
gas in the context of market turmoil
25  H. Peimani, Falling Terrorism and Rising Conflicts, 
Westport, Greenwood Publishing, 2003, p. 91.

26  For Russia’s gas strategy See, Mert Bilgin, “Energy 
Security And Russia’s Gas Strategy: The Symbiotic 
Relationship Between The State And Firms,” Communist and 
Post-Communist Studies, 2011, Vol. 44, No. 2, pp. 119-127.

27  M. Brill Olcott, “International Gas Trade in Central Asia: 
Turkmenistan, Iran, Russia and Afghanistan,” in D.G. Victor, 
M.J. Amy and M.H. Hayes (Eds.), Natural Gas and Geopolitics: 
From 1970 to 2040, Cambridge, Cambridge University Press, 
2006, pp. 202-233. 

Which countries can supply gas 
to European markets, can improve 
European energy security, and 
do so without creating additional 
geopolitical tension? The answer is 
Azerbaijan. “Azerbaijan’s current 
gas reserves stand at almost 3 trillion 
cubic meters (tcm) following a large 
discovery in the Shah Deniz field a 
decade ago (some 1.3 tcm) and recent 
discoveries in the Absheron and 
Umid fields, each containing close 
to 400 bcm.”28 Azerbaijan will be 
able to channel 15-20 bcm of gas to 
European markets, including Turkey, 
in five years, if field development 
studies meet expectations.

Furthermore, Azerbaijan is already 
part of the European gas network, 

through BTE pipeline, which 
currently transports 6.6 bcm/y of gas 
from offshore Shah Deniz I field to 
Turkey. This pipeline is connected 
to ITG, which can actually supply 
3 bcm/y of gas to Greece at its 
maximum level. 
28  F. Ismailzade, “Azerbaijan-Turkey Energy Cooperation: 
Back to a Strategic Agenda,” GMF Analysis, 16 November 
2011, p. 2. http://www.gmfus.org/wp-content/files_
mf/1321557594_magicfields_attachment__1_1.pdf, accessed 
on 10 May 2012.

Russia would definitely prefer 
Iran to remain outside of Euro-
pean gas markets for as long as 
possible.

Which countries can supply gas
to European markets, can im-
prove European energy security, 
and do so without creating addi-
tional geopolitical tension? The 
answer is Azerbaijan.
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The Shah Deniz I agreement has 
recently led to another important 
accord between Azerbaijan and 
Turkey to boost Azerbaijani gas 
exports to European markets. The 
Azerbaijan-Turkey gas agreement 
(also known as the Izmir Agreement), 
signed in İzmir on October 25 2011, 
is aimed at carrying 16 bcm of gas 
from Azerbaijan’s Shah Deniz 2 
field to Turkey and EU members.29 
This is a significant volume, which 
could feed the initial capacity of 
ambitious projects like Nabucco, and 
which could result in a direct web 
of pipelines between Azerbaijan and 
the EU-27 markets via Georgia and 
Turkey, by supplying intermediate 
projects such as ITGI, TAP and SEEP.

A December 2011 MoU between 
Turkey and Azerbaijan saw the 
emergence of the Azerbaijani-Turkish 
Trans-Anatolia Pipeline Project 
(TANAP). TANAP (Azerbaijani 
Socar 80% and Turkish Botaş 20%) 
will transport 16 bcm of gas to Turkey 
(6 bcm) and European markets (10 
bcm). If formally signed, TANAP 
will drastically change the course 
of pipelines within the Southern 
Corridor. Following the TANAP 
MoU, the Shah Deniz Consortium is 
about to decide with whom it would 
be most advantageous to transport 
gas from Turkish-Bulgarian border to 
European markets.  TANAP offered 
a very important strategic advantage 
29  B. Pannier, “Azerbaijani-Turkish Gas Deal Opens 
Southern Corridor,” RFERL, 26 October 2011, http://www.
rferl.org/content/turkey_azerbaijan_natural_gas_agreement_
nabucco/24371892.html, accessed on 14 May 2012.

to Shah Deniz Consortium, and 
indirectly to Azerbaijan and Turkey, 
which “will now have to choose 
between a shorter and re-routed 
Nabucco pipeline and BP’s SEEP 
project for transporting Azerbaijani 
gas to Central Europe and/or –ITGI- 
TAP to target the Italian market.”30 

TANAP forced other pipeline 
consortia to adapt their projects 
according to the priorities of Shah 
Deniz Consortium and Azerbaijan. 
“The day before the signing of the 
transit agreement, the Greek Minister 
of Environment, Energy and Climate 
Change was in Baku, where he would 
have presumably lobbied for both the 
ITGI and the TAP which would run 
across Greek territory.”31 Following 
the agreement, the Nabucco 
Consortium acted promptly to launch 
Nabucco-West, from the Turkish-
Bulgarian border to Baumgarten, 
Vienna, Austria. This was a timely 
tactic for Nabucco. Although the 
Nabucco project is in good shape, 
as the intergovernmental agreements 
are already in place and the pipeline 
is officially backed by the EU, it faces 
two major disadvantages: first, being 
the costliest of all pipeline alternatives 
($10-20 billion); and second, 
requiring 31 bcm/y of gas, though 
currently Azerbaijan could hardly go 
30  GIS, “Energy: Why ‘TANAP’ is changing the Eurasian pipeline 
competition,” Geopolitical Information Service, 27 March 2012, 
p.3. http://www.acus.org/files/EnergyEnvironment/032712_
Umbach_EurasianPipelineCompetition_PartII.pdf, 

31  Sidar Global Advisors, “Turkey-Azerbaijan gas transit 
agreement significant event for South Corridor,” NewsAz, 27 
October 2011, http://news.az/articles/economy/47641, accessed 
on 17 May 2012.
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beyond 10 bcm, at most 15 bcm.32 
Another important consequence of 
TANAP concerned the possibility of 
Turkmen gas in Europe. The Izmir 
agreements and the SEEP initiative, 
unlike Nabucco, do not envisage a 
transportation solution for Turkmen 
gas to Europe, and foresee throughput 
capacities matching the guaranteed 
gas volumes from Shah Deniz, at 10 
bcm/y from 2017 onward. Thus these 
agreements decoupled Azerbaijani 
gas from Turkmen gas, risking one 
of Nabucco’s important supply 
options.33 TANAP, however, did 
not affect Turkmenistan’s demand 
security because Turkmenistan had 
already agreed to supply considerable 
amounts of natural gas to Russia, 
Iran and China, and thus became less 
interested in European markets, at 
least in the short term. 

At this juncture, Shah Deniz Consortium 
is poised34 to choose between the 
different pipeline options (Nabucco 
West, SEEP, ITGI, and TAP) for the sale 
of its initial gas flow of 10 bcm. 

Soltanov sets out the various arguments 
clearly:
32  E. Soltanov, “The South East Europe Pipeline: Greater 
Benefit for a Greater Number of Actors,” IAI Working Papers, 
12/2 January 2012, pp. 2-3, http://www.iai.it/pdf/DocIAI/
iaiwp1202.pdf, accessed on 14 May 2012.

33  Socor.

34  As of May 2012.

“Both TAP and ITGI are much less 
expensive than Nabucco, in fact about 
ten times cheaper. Their capacity 
perfectly fits what Shah Deniz II 
would be able to sell to Europe after 
Turkey siphons off its share of 6 bcm 
out of 16 bcm. If ITGI/TAP is a more 
realistic option than Nabucco, SEEP 
is an attractive improvement over 
ITGI/TAP. SEEP is preferable to 
Nabucco insofar as it would not only 
be much smaller (and thus cheaper), 
but also it would mainly use existing 
pipelines on its route, thus lowering 
the cost and increasing the potential 
profit margin. This, of course, is what 
ITGI/TAP would also do. But unlike 
ITGI/TAP, the SEEP would reach 
more reliable markets than Greece 
and Italy. SEEP would pass through 
Bulgaria, Romania, Hungary and 
Croatia, i.e., twice as many markets 
as ITGI/TAP.”35 

Nabucco West, SEEP, ITGI, and TAP 
offer different advantages. There is 
also the possibility of including more 
than one if production increases 
as much as SOCAR envisages. 
“According to SOCAR President 
Abdullayev, the agreements just 
signed open the way for Azerbaijan 
to maximize its gas exports to 
Europe in a follow-up stage because 
Azerbaijan expects to produce some 
50 bcm of gas annually from 2025 
onward, once the Umid, Absheron, 
and Shafag-Asiman offshore fields 
start commercial production, on top of 
35  Soltanov, pp. 3-4

Both TAP and ITGI are much-
less expensive than Nabucco, in 
fact about ten times cheaper.
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Shah Deniz.”36 If these assumptions 
about production increase are realized, 
then there will be certainly be room for 
other pipelines in the future.

Conclusion

As the paper has demonstrated, there 
are multiple scenarios concerning 
European gas security in the next 
decade. Alternative supplies retain 
their significance not only due to mid-
term expectations about increasing 
demand, but also because of security 
concerns that invoke the necessity of 
diversification. However, regarding the 
immediate future, the next five 5 years, 
there will be a shift towards affordable 
and relatively more feasible projects, 
moving away from ambitious ones that 
demand massive investments. This is 
one of the consequences of the financial 
restraints stemming from the ongoing 
economic crisis in Europe. Indeed, the 
current context is more conducive to 
affordable projects which transport to 
South East European markets, carry 
small volumes, and depend heavily 
on Russia for political and financial 
support. Central European countries 
are the big consumers of Russian gas, 
yet their energy mix is based on a well-
designed strategy, which results in 
dependence on Russian gas in terms of 
Europe’s share in total consumption. 
This assumption will remain true as 
long as European countries do not 
36  V. Socor, “Azerbaijan and Its Gas Consortium Partners Sign 
Agreements With Turkey,” Eurasia Daily Monitor, Vol. 8, No. 
201, 1 November 2011, http://www.jamestown.org/single/?no_
cache=1&tx_ttnews%5Btt_news%5D=38603&tx_ttnews%5Bb
ackPid%5D=7&cHash=6bc581ad046414cd39c92f5db174f9fc, 
accessed on 14 May 2012.

enter an economic boom, which would 
give rise to a drastic increase in gas 
consumption in countries such as 
Germany, France and Italy.

Azerbaijan, as part of this picture, 
emerges as the most reliable supplier 
with a clear understanding of supply, 
demand and transit routes, especially 
since TANAP has been introduced. It 
is now up to Azerbaijan and the Shah 
Deniz Consortium to decide about the 
potential connections between pipelines 
in Europe and emerging trans-Anatolian 
pipelines. Nabucco West, SEEP, 
TAP and ITGI offer different costs 
and benefits, as discussed in the final 
section. In any case, Azerbaijan will 
have several options to choose between 
in terms of gas supply to Europe. ITGI 
and TAP are ten times cheaper than 
Nabucco, and target the same markets 
as SEEP (Bulgaria, Romania, Hungary 
and Croatia). As for Nabucco West, the 
new proposal seems to be responsive 
to priorities envisioned by TANAP and 
the Shah Deniz Consortium. Finally, 
it should be noted that if Azerbaijan 
manages to increase production to 30-
50 bcm/y from 2025 onward following 
successful field developments in 
Umid, Absheron, and Shafag-Asiman 
offshore fields, then we can agree that 
TANAP, and its extension in Europe, 
will be the first of many other pipelines 
to be chosen for the development of the 
Southern Corridor.
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* Gulmira Rzayeva is research fellow at the Baku based think-tank Center for Strategic Studies. Ideas expressed 
here are author’s and don’t represent views of any institution. 

Gulmira 
Rzayeva* 

A Complicated 
Corridor:

Gas to Europe – it’s not just economics 

As the deadline of the final decision on the selection of 
the export route of the Southern Gas Corridor to the 
European market is approaching, all of the involved 
parties – companies as well national governments - are 

fervently hoping that their interests will be rewarded by this strategic deci-
sion. Rival and conflicting economic and commercial interests on the part of 
national majors, in the context of political motivations driving gas producers 
and sellers as well as the energy policies of consumer countries, make the re-
alization of this project extremely complex. The author examines the complex 
and thorny questions surrounding the signing of the PSA, completed with the 
aim of counterbalancing Russian dominance in the region and reducing the 
energy dependence of South East European and Balkan countries on the Rus-
sian monopolist. The current situation demonstrates that the issue of control-
ling the strategic infrastructure along the value chain is becoming increas-
ingly important, and is leading to an implicit rivalry between the partners of 
the SD II project in acquiring the majority stake in midstream projects.        
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The Southern Gas Corridor 
project, initiated by the EU 
to decrease dependence on 

Russian imported gas, is becoming 
a critical issue as we move toward 
the final decision-making process 
on the evacuation route of the Shah 
Deniz phase II project (SD II). This 
project is arguably the most dynamic 
hydrocarbon investment element not 
only in the Caspian region but also 
in the wider European area. There 
two major issues that contribute to 
its dynamism: rival and conflicting 
economic and commercial interests 
on the part of national majors, in the 
context of and political motivations 
driving gas producers and sellers 
as well as the energy policies of 
consumer countries. 

Both of these aspects must be 
considered in seeking to determine 
whether the notion of the Southern 
Corridor shall make a real 
contribution to energy security, 
national security, and well-being of 
both consumer states in the EU and 
producer countries, or whether it will 
fray under the influence of intertwined 
commercial and political interests of 
the parties, which make the whole 
picture extremely complicated. 

Complex forces

Several features render this mega 
project distinct from other similar 
energy projects underway in the 
European region, including those 
being pursued by Russia (such as the 

various streams - Blue, North and 
South and others). First of all, there 
are many players that are directly 
involved: both states and national 
majors, each with their own interests 
and conditions that make the project 
decision-making process extremely 
difficult and complicated. It is already 
a case of “too many cooks”.  A second 
issue is the strong role played by 
external actors in setting the regional 
agenda. It is a combination of the 
major powers’ regional interests 
and inevitable external cover that 
sometimes influences decisions made 
by internal players. These external 
forces are the EU, the U.S., Russia 
and Iran.     

The wider picture in terms of the 
delivery of Azerbaijani gas to 
European markets and Turkey is 
also changing. All the interested 
segments of the strategic Project - the 
Shah Deniz consortium, midstream 
consortia such as Transanatolian 
Pipeline (TANAP), Transadriatic 
Pipeline, Nabucco West, the EU 
market with its regulations and terms, 
Turkey as a transit country – are all 
implicitly or explicitly pursuing their 
interests, which are often in conflict. 

The starting point along the 
value chain: Shah Deniz and its 
partners’ interests

A production sharing agreement 
(PSA) between seven oil companies 
and the Azerbaijani authorities for 
the Shah Deniz area of the southern 
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Caspian was signed in June 1996 and 
the field went on-stream in December 
2006. Statoil and BP are the biggest 
shareholders, each with a share of 
25.5%. BP has been appointed as 
operator on behalf of the other PSA 
Partners and Statoil is Chairman of 
the Shah Deniz Gas Commercial 
Committee.1 

When the agreement was signed, 
SOCAR did not have the technical, 
financial or staffing capacity to 
undertake leadership of the projects 
and/or to own the strategic majority 
of the share. Instead, prominent, 
experienced and financially sound 
companies were invited to invest, 
operate and provide technical 
facilities. This partnership exists 
between Shah Deniz and the state of 
Azerbaijan, where it is believed that 
Shah Deniz Full Field Development 
has the potential to bring huge 
benefits to the country through 
direct investment, creation of jobs, 
gas and condensate revenues, the 
application of new technologies and 
the construction of valuable new 
infrastructure.
1  BP in Azerbaijan: Sustainability Report http://www.bp.com/
liveassets/bp_internet/globalbp/STAGING/global_assets/
downloads/A/Azerbaijan_Sustainability_Report_2010.pdf

The goal was to provide through these 
partnerships available, affordable, 
secure and sustainable Azerbaijani 
energy to Turkey and Europe, and 
a new Southern Corridor for gas 
supply from the Caspian to Europe 
will be established in the process. The 
Azerbaijani government secured the 
“smart and wise Partnerships” that 
are required to successfully establish 
this project as a new cornerstone of 
Caspian gas supply to Europe.

On the other hand, each company and 
country involved in the Shah Deniz 
Project had political and strategic 
interests towards not just Azerbaijan 
but the region as a whole, in addition 
to commercial interests. In the 
1990s, immediately after gaining 
independence from the USSR, there 
were a few years when all the post 
Soviet countries were extremely 
volatile and vulnerable in the context 
of various ethnic conflicts and the 
residual but strong Russian influence. 
The region-building process as such 
had not even begun, and therefore 
South Caucasus was not a “natural” 
region like the Nordic, Black Sea, 
Baltic Sea regions; only today can 
we identify some elements of region-
building processes. There are two 
main reasons that the South Caucasus 
was not an obvious region, in the 
sense that the three states did not 
have natural grounds for cohesion. 
First of all, a region building 
process is usually run through a set 
of common rules and institutions 
founded with the consensus of local 

On the other hand, each compa-
ny and country involved in the 
Shah Deniz Project had political 
and strategic interests towards 
not just Azerbaijan but the re-
gion as a whole.
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actors. In the early 1990s, there was 
no sign of this. Secondly, if we take 
the local perspective, the Caspian 
region had very low level of regional 
integration. Formerly all roads had 
led to Moscow. Even today, the 
region has not yet reached the status 
of a regional entity where integration 
is based not only on a compatibility 
of interests but also on common 
institutions. 

On the contrary, the rules, norms, 
and expectations that were in place 
were promoted by a regional leader: 
Russia. Russia has always claimed to 
prefer “regional solutions to regional 
problems” (including conflicts, 
although it is unclear how it is possible 

to find a local solution to such conflicts 
and keep external players out). While 
this is clearly desirable for Russia – 
it helps it maintain its hegemony in 
the vast area it considers “its near 
abroad” – it is not at all clear if this is 
what the countries involved actually 
want. Caspian states, as a result, had 
as their primary strategy a goal of 
counterbalancing Russia, which itself 
is seeking to counterbalance the U.S. 
(and the West in general). 

The inward-oriented policy of Russia 
at that time was unacceptable to 
other regional players, especially 
Azerbaijan. This was a country that 
had an ongoing territorial conflict 
with neighboring Armenia; it was also 
a country that was sufficiently far-
sighted to invite all the international 
majors to the region to open up the 
first vast oil and then gas resources 
of the Caspian. Without the external 
intervention of western countries and 
international institutions, Azerbaijan 
simply would not be able to cope with 
the repercussions of the Nagorno-
Karabakh conflict. The Shah Deniz 
project will enable the country to 
further strengthen its position and 
role as a major hydrocarbon exporter 
in the region, gaining strategic 
leverage towards other players. 

In a political sense, the project would 
give the country closer security 
cooperation with the U.S. and NATO, 
and with the European countries 
whose majors were investing 
millions in the Azerbaijani gas field, 
and the EU as an organization that 
could be instrumental in containing 
Russian (and Iranian) regional 
influences. Also there was a belief 
in Baku that Russian pressure was 
aimed at obtaining blocking stakes 
in Azerbaijan’s energy developments 
for Russian companies. 

Furthermore, the project would 
strengthen the strategic relationship 
with Turkey, which traditionally 
Azerbaijan has sought to maintain, 

Caspian states, as a result, had 
as their primary strategy a goal 
of counterbalancing Russia, 
which itself is seeking to coun-
terbalance the U.S.
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by motivating Ankara’s participation 
in Caspian energy projects. Turkey’s 
greater involvement in the projects 
would make Ankara more assertive 
on the regional political scene, which 
would likely be to Azerbaijan’s 
advantage. 

Another important political factor is 
Azerbaijan’s clear strategy of using 
its growing energy potential towards 
the resolution of the Nagorno-
Karabakh conflict. Baku seeks to use 
energy projects as platforms through 
which to win political support, not 
only from the states through which 
Azerbaijani gas is transited, but also 
countries where Baku has non-oil 
partnerships. Yet the country is still 
uncertain about the selection of the 
most commercially viable evacuation 
route to the European market, leaving 
the door open for further political 
bargaining. 

External actors. The main political 
interest of the EU and U.S. in the Shah 
Deniz project is to counterbalance 
Russian influence in the Caspian 
region, as well as to reduce Russia’s 
near monopoly in European pipeline 
gas imports.

On the other hand, the EU interests 
relate to its view of the region as a 
part of the wider Black Sea region, 
which includes a Euro-Asian energy 
corridor linking Euro-Atlantic 
countries with Central Asian energy 
supplies. The EU’s main interest 
in the region in geographical terms 

starts from the Shah Deniz, to secure 
the transportation of Turkmen gas via 
Azerbaijan and Turkey and onward 
to the European markets. Yet the EU 
is perfectly aware that the Trans-
Caspian prospects are dependent 
upon the internal actors, namely 
Azerbaijan and Turkmenistan. 

With regard to U.S. regional interests, 
it seems likely that balancing Russia 
and preventing any alliance with Iran 
is the key factor. Turkey is the U.S’ 
traditional ally on such issues. Still, 
the U.S. will be the most decisive actor 
for Iran, and it is Washington that will 
decide how long Iran will be subject 
to international sanctions. Given that 
the Iranian state oil company holds 
10 percent stake at the SDII project, 
Washington will remain vigilant in 
respect to the project, Azerbaijan, 
and the region. This can be also seen 
in the increasing attention NATO 
is paying to energy security in the 
region.     

Turkey has its own ambitions of 
becoming an energy hub not only 
regionally but also internationally, 
as an influential bridge between the 
hydrocarbons-rich East and the West 

The EU’s main interest in the 
region in geographical terms 
starts from the Shah Deniz, to 
secure the transportation of 
Turkmen gas via Azerbaijan 
and Turkey and onward to the 
European markets.
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with its lucrative markets. Turkey 
is attempting to win the stakes in 
the key midstream projects and 
infrastructures passing through its 
territory, in order to exert its influence 
on all the actors within the project. 
There are a number of political 
explanations for this. Firstly, Turkey 
would have leverage against the EU, 
which is crucial in the context of  the 
prospect of EU accession. Secondly, 
Turkey wants to gain leverage over 
the gas price negotiations with 
Azerbaijan, in order to get 6 bcm of 
Azerbaijani gas for a favorable price 
via the Transanatolian pipeline.   

Azerbaijan is also interested in 
benefiting from the Shah Deniz 
project in order to keep Georgia as a 
close ally and an important regional 
partner. Azerbaijan has already 
helped Georgia minimize its oil and 
gas dependence on Russia. SOCAR 
controls the port facilities in the 
Kulevi harbor, a significant portion 
of Georgia’s gasoline retail network 
and the Baku-Supsa oil pipeline. 
There is no doubt that Baku is among 
the country’s top foreign investors 
and its most important commercial 
partner. The publicly discussed 
prospect of SOCAR’s purchase of the 
Georgian portion of the gas pipeline 

connecting Russia and Armenia 
is another recent example of the 
Baku-Tbilisi nexus, which may be 
interpreted as an explicitly political 
move against Yerevan.    

Of the companies involved, most 
have a mainly commercial interest 
in the project – with the possible 
exception of Russian Lukoil and 
Iranian NICO. Both are acting as 
national representatives to monitor 
and protect national interests. 

BP, Statoil, Total are mainly interested 
in expansion into Eurasia with strong 
support from their governments, 
and in strengthening their positions 
as an energy majors. They realize 
that nowadays, successful economic 
relations are the most important way 
of building and sustaining influence.

BOTAS/TPAO - a minor partner 
with clear representative of Turkish 
interests, BOTAS has stakes in 
all decision-making processes. As 
outlined above, Turkey’s main focus 
is to become an influential East-West 
bridge for energy exports. It would 
be strategic for Turkey to privatize 
BOTAS, to demonstrate that BOTAS 
endorses the Energy Charter (and 
EU regulations, as if the accession 
process ever gets underway, it would 
be valuable to have EU legislation in 
place already).

The midstream value chain: South 
Caucasus Pipeline & TANAP

It is sixteen years since the PSA 

Azerbaijan is also interested in 
benefiting from the Shah Deniz 
project in order to keep Georgia 
as a close ally and an important 
regional partner.
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on Shah Deniz was signed. Many 
things have changed, including 
Azerbaijan’s rapid economic 
development, its ambitions, and their 
aggressive realization, which have all 
led to its growing pivotal role in the 
region. SOCAR, the state-controlled 
national oil major of the country, is 
an internationally successful energy 
company with 79,800 employees.2 
Since 1994, SOCAR has signed 25 
major production sharing agreements 
with consortiums of foreign oil 
companies3. Thanks to its wise energy 
policy and smart management, the 
company has positioned Azerbaijan 
as a strategically important energy 
player in the Black Sea/Caspian region 
as well as internationally. SOCAR is 
capable of coordinating production 
strength, a well-developed service 
sector and significant scientific 
and technical potential.  Today the 
company has strong financial assets 
to invest in various downstream 
projects, regionally and beyond. 
Thanks to its vast financial resources, 
SOCAR is expanding its investment 
in strategic projects, which will 
provide long-term cash inflows from 
a wide range of countries. 

Successfully pursuing the energy 
strategy established in the 1990s, 
Azerbaijan has already reached 
its goal of maximum benefit from 
oil exports, guaranteeing the flow 
2  SOCAR is one of most successful energy companies of world 
– Der Spiegel, http://ann.az/en/?p=57600 

3  http://new.socar.az/socar/en/company/about-socar/discover-
socar

of petrodollars to the country. The 
government is now investing this 
money in the development of the 
non-oil sector. Oil revenues are 
projected at roughly USD 103 
billion over the thirty-year life of the 
AIOC. Azerbaijan will see 80% of 
these revenues4. With its oil strategy 
successfully realized, Azerbaijan 
has begun to pursue its strategic 
goals related to gas export policy; it 
is currently the only country in the 
region exporting gas to international 
markets (i.e. Turkey), and so the 
country has been designated as an 
“enabler of- and contributor to” the 
Southern Gas Corridor by the EU.

In line with this strategy, Azerbaijan 
is aiming to become an important and 
strategic gas exporter country for the 
EU in the long-term. It is now putting 
significant effort into establishing a 
presence at every part of the value 
chain, from the Shah Deniz field to 
the European end users.  

The PSA on the Shah Deniz Second 
Phase of development is valid till 
2036, and the lifetime of the project 
is 14 years from now5. Until then, 
4  Caspian Oil Windfalls: Who Will Benefit? By Svetlana Tsalik 
http://caspianrevenuewatch.org/news/publications/051203.pdf

5  BP in Azerbaijan: Sustainability Report http://www.bp.com/
liveassets/bp_internet/globalbp/STAGING/global_assets/

SOCAR is capable of coordinat-
ing production strength, a well-
developed service sector and sig-
nificant scientific and technical 
potential.
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SOCAR will not be able to change 
the terms of the contract or change 
the sharing of assets. However, today, 
with its rapidly growing financial 
capabilities and strategic position in 
the project, it is able to acquire more 
assets along the value chain. This 
allows it to control the infrastructure 
through which its gas will be 
transported to the market, where the 
company can also have stakes. 

At this stage, Azerbaijan would never 
sell its gas at the Turkish-European 
border as a net crude exporter. Gas 
is a strategic commodity, and by 
using this asset wisely, SOCAR 
and the country can gain important 
geostrategic and financial leverage. 
The issue of controlling the 
prospective network is becoming 
increasingly urgent.   Thus one can 
see the implicit rivalry between Shah 
Deniz partners, especially SOCAR 
and BP, over control of the strategic 
infrastructure. This can be deemed 
the main reason that BP proposed 
the South East European Pipeline 
(SEEP), which would have enable 
the British major to acquire more 
assets in the midstream project under 
advantageous terms. Since SEEP has 
been dropped from consideration by 
downloads/A/Azerbaijan_Sustainability_Report_2010.pdf

the Shah Deniz consortium6 BP has 
now announced that the company 
is interested in joining the TAP 
consortium7 and having its own stake 
in the project that won the semi-final 
of the pipeline contest, and might 
transport the 10 bcm of Azerbaijani 
gas to the Italian market in the event 
that the proposal wins the final.     

Returning to the starting point of the 
value chain of the South Caucasus 
Pipeline (SCP), SOCAR and 
Azerbaijan would not be satisfied 
with only a 10 percent stake in the 
pipeline. The company is now seeking 
further assets in the midstream and 
downstream projects in order to 
maximize revenues and returns, and 
to secure greater long-term political 
and strategic influence in the region. 

Not satisfied with the 10 percent 
stake in the South Caspian Pipeline 
(SCP), SOCAR State Oil Company 
of Azerbaijan has begun an initiative 
to expand the SCP. The proposed 
system would be scalable up to 60 
bcm of Azerbaijani gas, and in the 
future, include Central Asian gas as 
well.

There are two reasons that such an 
initiative was suggested. First, the 
scalable infrastructure is needed to 
transport Shah Deniz gas after 2017, 
and the gas from new discoveries will 
ensure Azerbaijani gas production 
6  http://www.offshore-mag.com/articles/2012/07/shah-deniz-
partners-select.html

7  http://www.naturalgaseurope.com/bp-tap-pipeline-
partnership

At this stage, Azerbaijan would 
never sell its gas at the Turkish-
European border as a net crude 
exporter.
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reaches 50 bcm/pa after 20258. Yet 
the huge volume of gas that under 
some scenarios will be shipped from 
Turkmenistan once the Trans-Caspian 
pipeline is built is further reason to 
launch a new scalable pipeline. 

Launching the second SCP would be 
an excellent opportunity for SOCAR 
to increase its share in the project, 
and even to become a majority share 
operator. With a majority stake in 
the Caucasus section of the whole 
value chain, Azerbaijan would be 
able to operate and control part of the 
strategic project. Baku has the cash, 
and is sitting on huge gas reserves; 
thus financing pipelines like SCP and 
TANAP is something the country is 
happy to do. 

Here, SOCAR and BP’s interests 
are intertwined. BP is mostly 
interested in small scale, low 
fixed infrastructure with minimum 
investment and maximum short-
term returns. Azerbaijan, on the 
other hand, is interested in scalable 
projects, considering the gas reserves 
in the fields that are currently 
under development. BP has already 
suggested a 42-inch pipeline, 16 
bcm of normal capacity, which can 
be upgraded to 22 bcm maximum 
with the compressor stations. This 
capacity is the same as the current 
SCP pipeline. This type of expansion 
would not make a sense, considering 
the possible volumes of gas that can 
8  http://eurasianenergyanalysis.blogspot.com/2012/06/trans-
anatolian-gas-pipeline-strongest.html 

be exported from the region in the 
future. 

A 56-inch pipeline with maximum 
60 bcm capacity would be wholly 
consistent with the TANAP pipeline. 
In this case, the 56-inch pipeline 
would run until Georgian territory, 
at which point would be downsized, 
due to the mountainous terrain. With 
the help of two compressor stations 
in Georgia, the pipeline would be 
scaled to its maximum capacity after 
being downsized. 

SOCAR and BP should first agree on 
the capacity and size of the pipeline, 
and second, on the share allocation. BP 
would not want to relinquish its favorable 
position in the projects and accept the 
minority share, letting SOCAR step in 
as an operator with all the leverage of 
controlling the infrastructure. 

However, it is highly likely that BP 
would have no other choice than 
to agree, given its dependence on 
Azerbaijani oil and gas. Arguably, BP 
might want something in return from 
Baku. That might be new licensing, for 
the new fields along in addition to what 
it already has in the Shafag-Asiman 
field. 

Launching the second SCP 
would be an excellent opportu-
nity for SOCAR to increase its 
share in the project, and even to 
become a majority share opera-
tor.
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Furthermore, BP has repeatedly stated 
that Azerbaijan is its priority in the 
region and that it wants to stay as long 
as possible. Its lack of penetration 
into Russia, Turkmenistan and Iraq 
has lead to its local interest. It is 
entirely logical to expect that BP will 
demonstrate a cooperative attitude 
with SOCAR, since both of them are 
in the same consortium. 

On the other hand, with such a big 
pipeline, it is perfectly reasonable 
that it would have an unused 
capacity, which would be not viable 
from commercial point of view. For 
that reason the other possibility could 
be that SOCAR and BP would go 
for less controversial option of the 
expansion and instead choose the 
looping of the pipeline. Both Socar 
and BP would consider building 
a parallel nearby small capacity 
pipeline sharing the same right-of-
way and other facilities (especially at 
pumping or compressor stations) in 
Georgian territory, and increase the 
capacity of the pipeline with the help 
of compressors and additional lines 
when necessary. In this scenario, the 
question of timing arises. Can the 
current SCP handle the volumes of 
the proposed SD production? If not, 
then when is expansion needed? If it 
can, then the Shah Deniz project will 
not want to pay for the expansion.

TANAP – a strategic game changer?

With the expansion of SCP, 
Azerbaijan would be able to secure its 

interests in controlling the potential 
volume of gas from the wellhead till 
the end users over half of the value 
chain. However, this arrangement 
would not satisfy the broader goal of 
becoming an influential gas exporting 
country. The Azerbaijani government 
as an owner of the gas would not 
want to transport its gas via a pipeline 
that belongs to a consortium that 
represents the interests of consumer 
countries, and to be dependent 
on an infrastructure where gas 
producer companies interests are 
not represented. Similarly, the Shah 
Deniz consortium shareholders 
would be aligned with such a strategy 
and support Baku’s initiative to build 
a dedicated, standalone pipeline, 
which would deliver huge volumes of 
Azerbaijani, and in the future Central 
Asian, gas and thus replace Nabucco 
East in Turkish territory. 

The solution that came with 
announcement of the Transanatolian 
pipeline on 17 November 2011 
was an inevitable game changer for 
entire Southern Gas Corridor. As 
expected, the pipeline would replace 
the entire Nabucco East on Turkish 
soil, following its replacement on 
Azerbaijani and Georgian territory 
via the expansion of SCP. 

In a manner ideal for all parties 

BP has repeatedly stated that 
Azerbaijan is its priority in the 
region and that it wants to stay 
as long as possible.
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of the Shah Deniz consortium, 
TANAP would be regulated by the 
International law rather than Turkish. 
This would mean that the consortium 
was not dependent on Turkey for 
legal matters during the operation of 
the pipeline.  

Contrary to what many experts 
predicted, the legal regulatory 
framework of the pipeline was not 
a problematic issue in the TANAP 
negotiations. It was, however, the 
main issue for the BOTAS-SOCAR 
transit agreement, signed on 25 
October, 2011 after two years of 
negotiations. It has been agreed that 
the IGA/HGA9 of TANAP will be 
based on Swiss law.

It was important for SOCAR to 
include the terms of transporting 6 
bcm of gas for export to the Turkish 
market via TANAP, and both 
sides have agreed on these terms. 
Without this 6 bcm of gas, TANAP 
is not feasible, as its 56-inch and 32 
bcm capacity pipeline will not be 
economically viable with a startup 
volume of only 10 bcm. 

The transit fee will be charged 
9  IGA: Intergovernmental Agreement, HGA: Host Government 
Agreement

according to the transit agreement 
between Azerbaijan and Turkey. 
The other Shah Deniz shareholders 
joining the Transanatolian pipeline 
will pay transit fee according to the 
transit agreement based on non-
discriminatory principles. 

TANAP is fully supported by 
both the Azerbaijani and Turkish 
governments. It is also supported 
by the UK, the U.S. and the EU, as 
well as the TAP and even Nabucco 
consortiums. BP supports both 
TANAP and BOTAS Grid based on 
different approaches. The first is a 
strategically important and scalable 
pipeline/trunkline. The second is 
cheap, regulated by IGA and GTA and 
secured by a Technical Cooperation 
Agreement signed by Botas, SOCAR 
and BP. It is thus a win-win situation. 
SOCAR may also opt for Botas Grid 
for early gas delivery to Bulgaria-
Romania, rather than SDII. 

TANAP released a Request for 
Information and the TANAP Consortium 
started negotiation with potential new 
shareholders by releasing a Letter of 
Intent and a technical information 
document for BP, Statoil and Total 
for partnership. Total is an upstream 
company and so far has not invested 
in any midstream projects except for 
SCP. But because TOTAL has a 40% 

In a manner ideal for all parties 
of the Shah Deniz consortium, 
TANAP would be regulated by 
the International law rather 
than Turkish.

BP supports both TANAP and 
BOTAS Grid based on different 
approaches.
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stake in Azerbaijan’s Absheron gas 
field, it would make sense for it to 
be interested in securing a share in 
midstream projects such as TANAP. 
The same is applicable to BP. BP 
also holds no stakes in midstream 
projects, except for SCP and BTC, 
but its investment in the Shafag-
Asiman field is provides incentives 
for BP to have transportation assets. 

It is expected that BOTAS would 
have 5 percent stake, compared 
with TPAO’s 15 percent. The reason 
BOTAS would have the minimum 
stake is that the company would be 
responsible for transportation of 6 
bcm of gas for Turkey via TANAP. 
SOCAR wants to hold at least 50 
percent, but securing this will not be an 
easy task.10 The reason for this is that 
the other members of the Shah Deniz 
Consortium such as Statoil and Total 
will also be invited to the project, and 
in this case BP and Statoil prefer the 
BOTAS transportation Grid, because 
there are already signed and robust 
agreements supporting this low-cost 
option. 

However, there is a completely 
different approach from the consumer 
side at the other end of the network on 
the part of the EU. From the European 
perspective a free market creates 
actionable alternatives. According to 
EU third party access law, a single 
company cannot own assets of more 
than 50 percent in the upstream, 
10  Interviews by the author with senior officials from BOTAS 
and the Azerbaijani Ministry of Energy

midstream and downstream projects. 
It is obvious that due to a monopoly 
rationale the EU will not give third 
party exemption to the Shah Deniz 
Consortium shareholders. Regardless 
of which evacuation route and 
pipeline is selected – Italian or South 
East European (TAP or Nabucco 
West) - the Shah Deniz consortium 
shareholders, including SOCAR, BP, 
Statoil etc cannot own more than a 50 
percent stake along the value chain. 
How much SOCAR and BP will own 
in terms of assets in the supply chain, 
to sell gas to possible purchasers, will 
depend on their total stakes at Shah 
Deniz SCP and TANAP. 

If even the Shah Deniz consortium 
shareholder companies will not have 
direct access to the end users and 
distribution network in the market, 
it would still be profitable, indeed 
lucrative, for them to sell gas to 
European gas buyer companies. 
They will not lose anything because 
the price in the market is still high 
enough.

TANAP also holds geopolitical 
implications for the parties. Following 
the signing of the agreement between 
Azerbaijan and Turkey, Russia and 

Through TANAP, Turkey is 
aiming to reduce its dependence 
on Russian and Iranian gas im-
ports in the future with the ad-
ditional 6 bcm/pa of gas that 
TANAP would provide.
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Iran have indicated concerns over the 
project. Through TANAP, Turkey is 
aiming to reduce its dependence on 
Russian and Iranian gas imports in 
the future with the additional 6 bcm/
pa of gas that TANAP would provide. 
Turkey is anxious about its rocketing 
demand for gas, and its energy policy 
is designed to ensure long-term 
energy security. 

Turkey cannot countenance 
increasing the gas import volume 
from Russia and Iran, simply based 
on the economics of it. Iran sells its 
gas to Turkey for $585 per thousand 
cubic meters, which increases 
Turkey’s annual natural gas bill by 
an extra $800 million. The price of 
a thousand cubic meters of natural 
gas is currently $400 in international 
markets.  Moreover, much of the 
problem in the gas trade between 
Tehran and Ankara derives from 
a “take or pay” condition in the 
contract. After the TANAP agreement 
was signed, Iran increased the gas 
price for Turkey from $505 to $585,11 
the highest price Turkey pays.

Russia has also reacted to the deal 
between the two “brother” countries, 
and has threatened Ankara that it will 
not supply additional volumes of gas to 
Turkey in case of winter emergencies 
if the latter buys from Azerbaijan. 
Although Turkey has recently 
secured a discount for Russian gas, 
11  http://www.byegm.gov.tr/yabanci-bultenler.aspx?d=15.03.2
012&pg=2&ahid=50189&act=3 

and pays $400,12 this is the average 
in the context of the European price 
standard.  The cheapest and most 
commercially attractive price is the 
$330 that Turkey pays for Azerbaijani 
gas. Consequently, Ankara is more 
interested in increasing the gas export 
volume from Shah Deniz in long run.

Russia has also reacted on the political 
level. The recent announcement from 
Ashgabat in June 2012 that it will 
take the disputed Kyapaz/Serdar 
field case to the International Court 
of Justice and, more importantly, 
will sue the Azerbaijani officials for 
their statements on the field, is no 
coincidence. Russia has political and 
economic leverage over Ashgabat, 
and it should not be ruled out that 
Turkmenistan is acting with Russia’s 
silent consent.     

SEE or Italian market: the interests 
of gas consumer companies and 
Shah Deniz partners

On 29 June 2012, the Shah Deniz 
consortium announced that it had 
selected the Nabucco West project 
to transport Azerbaijani gas to the 
South East European markets. Since 
Nabucco East was replaced by SCP 
and TANAP, the Nabucco consortium 
had no choice but to suggest a 
downsized and abridged version of 
the project – Nabucco West, which 
would be significantly cheaper than 
Nabucco XL and Classic. Apart from 
12  http://www.todayszaman.com/news-270575-turkey-eyes-
solution-as-iran-insists-on-unfair-gas-price.html
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the strategic and geopolitical concerns 
of the Shah Deniz consortium in 
being dependent on the Nabucco 
consortium along the entire value 
chain, another equally important 
reason that Nabucco Classic fell out 
of favor was the commercial viability 
of the project. 

Big and expensive pipelines with 
spare capacity are lack commercial 
appeal as this makes the transportation 
costs much higher. For instance, 
according to a basic calculation based 
on a sales price assumption of U.S. 
$400/mcm in Austrian destination 
markets in 2020, the netbacks to 
Shah Deniz associated with SEEP or 
Nabucco West are around U.S. $260/
mcm, while the netback of Nabucco 
XL or Classic is much lower, at U.S. 
$125/mcm. Needles to say, the lower 
infrastructure tariffs mean better 
margins for the producer. 

The project also had problems on the 
market end. Because there have been 
no sale and purchase agreements, the 
lenders could not finance the project 
and thus the proposal’s guaranteed 
materialization is still on the table. 
The partners of the Nabucco 
consortium blame the dynamic 
inactivity of the EU. Until now, 
the EU failed to realize the Trans-

Caspian pipeline and demonstrate 
political support to Azerbaijan and 
Turkmenistan, without which it is 
impossible to begin the project. 

In addition, the financial weakness of 
Nabucco consortium became clear, 
rendering the project even more 
vulnerable. Firstly, the Hungarian 
Prime Minister Urban announced 
in May that the energy major MOL 
is leaving the consortium because it 
cannot sustain the capital expenditure 
in the projects13. Following that, 
the most influential partner of the 
consortium, RWE, announced that is 
considering whether “the Nabucco 
project is meeting its commercial 
interests.”14 That was a strong 
message to the Energy Commission 
that the EU must finally demonstrate 
concrete support for the project, 
and that RWE was not willing to 
continue spending millions on capital 
expenditures once there was no 
guarantee that at least the downsized 
Nabucco West would be selected. 

The SDII consortium needed an 
actionable alternative for bargaining, 
namely SEEP, otherwise Nabucco 
was unlikely to give them a good 
price. The capacity of the Nabucco 
West pipeline with 48-inch pipeline is 
designed to be 16 bcm, with possible 
expansion of up to 20-23 bcm/a15. It 
13  http://www.naturalgaseurope.com/mol-may-sell-nabucco-
stakes 

14  http://www.reuters.com/article/2012/05/12/rwe-nabucco-
idUSL5E8GC26K20120512 

15  http://www.platts.com/weblog/oilblog/2012/07/05/
nabucco_is_dead.html

Big and expensive pipelines with 
spare capacity are lack commer- 
cial appeal as this makes the 
transportation costs much higher.
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would make sense for SOCAR and 
other Shah Deniz partners to buy a 
stake in the project. If they do, then it 
will be directly linked to a transport 
deal, as there is no point in SD II 
having a stake without a transport 
deal. 

The other semi-finalist in the pipeline 
contest is the TAP project, which 
would deliver Shah Deniz gas to 
the Italian market. Both markets 
are different, and have different 
values. The South Eastern Europe 
market is a strategic and important 
market for Azerbaijan as a producer 
country, as well as for the Shah 
Deniz consortium, which will be 
penetrated by 2017 when SDII comes 
on stream. At present the gas price in 
the region is 25 percent higher than 
the spot price in Austria. This is only 
possible because other forces are 
interfering in the free flow of energy 
throughout the region. The SEE and 
Balkan region buys nearly all of its 
gas from a single supplier, and lacks 
a sufficient number of connections 
to alternative energy sources. As a 
result, the supplier has the power 
to set the price through long-term 
contracts. 

Nabucco Classic planned to supply 
little or no gas to Bulgaria, and no 
gas to the nearby countries of Alba-
nia, Greece, Montenegro, FYROM, 
Croatia and Bosnia–Herzegovina. 
Balkan countries may be small mar-
kets but the combination of the small 
markets entails the diversification of 

demand and guarantees continuous 
demand and the off-take of gas. 

Nabucco West could be a game chang-
er in terms of the strategic imperative 
of reducing Gazprom’s market share 
through the diversification of supply 
to Central European countries. In the 
Balkans, Russia’s Gazprom can in-
tervene and block pipeline access to 
third parties. This is only possible be-
cause the Russian monopolist sets the 
gas price, and also owns many down-
stream assets in the region via joint 
ventures. Caspian natural gas could 
change the situation in this market, 
and as such, is vital for the region.

However, while analyzing each of 
the markets of the countries along 
the Nabucco West pipeline, one can 
say that the gas demand in these 
countries is very low, and alone they 
will not be able to absorb 10 bcm/a, 
let alone more. The demand for 
natural gas in Bulgaria, for example, 
is relatively low - only about 3.4 
billion cubic meters (bcm) for 2008. 
Of this, 0.211 bcm was covered by 
domestic production, while the rest 
was imported from the only supplier 
of natural gas to Bulgaria: Russia16. 

Since the gas supply contract between 
Bulgaria and Russia is due to expire 
at the end of this year, according to 
Minister of Economy, Energy and 
Tourism Delyan Dobrev, the new gas 
contract will be signed by the end 
16  http://www.naturalgas.bg/en/pages/index/page/in_the_
country
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of this summer17. The new contract 
should be signed for at least six 
years, until 2018, when Shah Deniz 
gas will come on stream, and in the 
event that Nabucco West is selected, 
would provide some 1 bcm of gas to 
the Bulgarian market. However, the 
question is how Bulgaria can obtain 
a guarantee that the SEE evacuation 
route will be selected by the Shah 
Deniz consortium and that it will 
get its 1 bcm/a via Nabucco West. 
Moreover, gas supply contracts 
between Bulgaria and Russia are 
based on oil directives price formation 
and “take or pay” principles, which 
consider long-term contracts for 
at least 10-15 years. Under which 
conditions would Russian gas 
monopolist Gazprom agree to sign 
mid-term contract with Sofia?

Furthermore, Bulgaria can get its 1 
bcm/a early gas from SOCAR (not 
Shah Deniz gas) starting from 201418, 
in order to reduce its dependence 
on the single supplier that is now 
importing 96 percent of its gas. In 
that case, the BOTAS transportation 
network would be used on Turkish 
territory.

Romania is the only self-sufficient 
country in the region, producing 
approximately 14 bcm of gas per 
annum. Its annual gas consumption 
is about 17-18 bcm and its import 
dependence on Russia is 20-25 
17  http://www.novinite.com/view_news.php?id=138403

18  http://www.naturalgaseurope.com/socar-beh-sign-gas-
mou-6117

percent, or 3 bcm/pa. The market for 
Shah Deniz gas is not big, however 
the long-term risk here is not the size 
of the market but new discoveries 
on Romania’s Black Sea coast. The 
new discovery by Exxon Mobile 
and OMV Neptun is estimated to 
have deposits of 42 to 84 bcm, or 
three to six times Romania’s annual 
gas consumption19. The deposits are 
not huge, but big enough to enable 
Romania to become the region’s only 
energy independent country. 

The Hungarian market appears to 
be the biggest one along Nabucco 
West. Hungary imports around 
70% of its natural gas consumption 
from one supplier, Russia. Parallel 
to its high dependency on imports, 
Hungary’s domestic production 
of natural gas has been decreasing 
continuously. The country’s annual 
gas consumption is 29 bcm and its 
gas import is 26.3 bcm, while the 
domestic production is 2.6 bcm/pa20. 
As the country is completely reliant 
on one supplier, similar to other 
countries in the region, during the 
19  http://www.euractiv.com/energy/gas-discovery-gives-
romania-pros-news-511319

20  http://www.ensec.org/index.php?view=article&catid=114
%3Acontent0211&id=278%3Athe-road-to-hungarian-energy-
security&tmpl=component&print=1&page=&option=c
om_content&Itemid=374

The market for Shah Deniz gas 
is not big, however the long-
term risk here is not the size of 
the market but new discoveries 
on Romania’s Black Sea coast.
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2009 Russia-Ukraine gas dispute, 
Hungary was one of the most affected 
EU countries in terms of supply 
shortfall. This increases the need to 
improve Hungary’s energy security. 

Hungary has ambitions to become 
an energy hub in Central Europe. 
Hungary’s government owned oil 
major MOL managed to invest and 
construct strategic gas storage with 
the capacity of 1.2 bcm/pa and 20 
million cubic meters (mcm) daily 
withdrawal capacity. The new E.On 
Földgáz Storage owned by E.ON 
is also contributing to the energy 
security of the country in case of 
emergencies. The earlier 3.4 bcm 
storage capacity was increased to 
4.2 bcm, reaching a 55 mcm daily 
withdrawal capacity21.  

In order to realize its ambitions, 
Hungary is planning to build a number 
of cross-border interconnectors along 
the Hungarian border within the 
energy networks project (TEN-E). 
This would allow Hungary to transit 
additional volume of gas coming from 
alternative sources, primarily Shah 
Deniz to the neighboring countries, 
thereby increasing its significance as 
a transit country. This includes new 

21  http://www.ensec.org/index.php?view=article&catid=114
%3Acontent0211&id=278%3Athe-road-to-hungarian-energy-
security&tmpl=component&print=1&page=&option=c
om_content&Itemid=374

interconnectors between Hungary-
Romania, Hungary-Croatia, and 
Hungary-Slovakia. However, only 
the Hungary-Romania interconnector 
is currently operational.  The second 
is under construction, and the third 
one is under construction. The TEN-E 
also supported a capacity increase in 
the existing Ukraine-Hungary and 
Austria-Hungary interconnectors. 

It is important for SOCAR and the 
Shah Deniz consortium to have 
access to the Balkans, namely 
Croatia, Slovakia, FYROM, as well 
as possible access to the Ukrainian 
market via a country like Hungary 
rather than the hub of Baumgartner. 
The reason for this is that the Shah 
Deniz partners will have direct access 
to the consumers and end users, while 
via interconnectors they would have 
a chance to directly sell the gas to the 
customers. 

However, the big question here is 
whether the Hungarian government 
or MOL would be able to finance 
the building of all the mentioned 
connection pipelines, considering 
that the company was not able to 
maintain capital expenditure of 
Nabucco, which was only 3 million 
euro.

One of the main goals of the Shah 
Deniz partners is to reach the German 
market through Baumgartner. Despite 
strong pipeline infrastructure, 
significant grid extension is necessary 
to reach the markets of western 

It is important for SOCAR and 
the Shah Deniz consortium to 
have access to the Balkans.
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Germany from Baumgartner. Routes 
from Baumgartner to Germany lack 
capacity, and significant expansion is 
needed. 

The main advantage of the Italian 
market for the Shah Deniz consortium 
is that the gas price on the market is 
20 percent higher than in Western 
European countries. However, higher 
gas prices in the Italian market 
could be a temporary symptom of 
monopolistic positions. In the future 
Italy may well diversify energy 
supply sources, especially gas from 
Shah Deniz, as it moves toward the 
full implementation of EU energy 
packages and a market based on full 
open and transparent competition.

The other advantage is its solid 
financial capability. It is still unclear 
whether Nabucco’s finances would 
make sense in the long-term as 
TAP’s shareholders’ composition 
changes to include major global, 
European and regional players, 
which would increase the pipeline’s 
commercial appeal. TAP’s financial 
and commercial merits seem to 
have secured it a key ally that may 
eventually tip the scale in its favour 
vis-à-vis Nabucco West.

According to TAP consortium 

representatives, the proposal would 
be well connected to the Italian 
gas grid to provide freely allocable 
capacity; the Italian virtual trading 
point and all Italian exit points can be 
reached. TAP can reach Baumgartner 
via TAG (Austrian Italy pipeline 
from / to Baumgartner) to have the 
same (limited) opportunities as other 
projects in the fourth corridor. Also, 
transit via Switzerland to Germany 
and France gives added value to 
TAP’s landfall point in Italy. 

There also would be swap potential 
available for 25 bcm/a average flow 
12 bcm/pa minimum flow (2011). The 
total capacity of TAP can be delivered 
to Baumgartner by using swaps 
(according to the TAP consortium, 6 
bcm guaranteed by physical reverse 
flow, and additional capacity is likely 
due to large imports)22.

Currently no firm capacity from Italy 
to Germany is available, but typical 
flow from Germany and France to 
Italy will allow for a virtual backhaul 
of approximately 10 bcm/a. Snam 
Rete Gas and Open Grid Europe 
offers capacity in adjacent grids in 
Italy and Germany.

TAP recently signed two Memoranda 
of Understanding and Cooperation 
with the Croatian and Bosnian 
system operators, Plinacro and BH-
Gas, who both support the Ionian 
Adriatic Pipeline (IAP). Starting at 
a tie-in point to TAP in Albania, the 

22  Interviews of the author with TAP representatives

The main advantage of the Itaian 
market for the Shah Deniz con-
sortium is that the gas price on 
the market is 20 percent higher.
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IAP aims to deliver gas to northern 
Albania, Montenegro, Bosnia and 
Herzegovina, and Croatia23. In a fact, 
if realized, TAP would be able to 
guarantee access to the Balkans. 

It remains a possibility that the Italian 
market could be oversupplied, given 
the financial crisis and a projected 
fall of demand. Furthermore, in the 
south of the country, there could be 
an additional volume of 20bcm/y in 
the event that all LNG and pipeline 
import projects (i.e. GALSI project) 
are completed.

The other complexity that might 
occur is that TAP terminates on 
the Italian border; as mentioned 
above, Snam Rete Gas - the Italian 
TSO would ship the gas further to 
Northern Italy. All gas buyers and/or 
shippers will have to deal with Snam. 
The free pipeline capacity inside the 
Snam Rete controlled system is under 
stress, as constraints may appear in 
the system’s ability to transport gas 
to the northern part of Italy.

Most importantly TAP still lacks the 
political support of the Greek and 
Italian governments. The Italian and 
Greek governments may be ready 
to support the project if: (a) the TAP 
consortium includes one Italian and 
one Greek gas company and (b) if the 
SD consortium would guarantee that 
the final decision will be primarily 
taken on the commercial merits of the 

23 http://www.trans-adriatic-pipeline.com/why-tap/benefits-
for-south-eastern-europe/

projects rather than the geopolitical 
and political complications of its 
routing.The project does not have an 
IGA/HGA between Greece, Albania 
and Italy.

Conclusion 

Complications abound; dozens of 
analysts generate huge volumes of 
commentary every day on the topic 
of the Southern Corridor. But neither 
words nor position papers produce 
gas, nor do they build pipelines. 
Despite all this news flow and 
support, the SDII project must start 
immediately and eliminate all its 
loose ends. It needs to get pipeline 
construction and sales contracts in 
place over the coming months. If 
it waits too long, Iraqi and/or East 
Mediterranean gas will move in and 
capture its potential markets.  There 
is no more time for analysis and 
geopolitical posturing.



160 



161 

* The author is an associate researcher at the Centre Emile Durkheim at the Institute of Political Science of 
Bordeaux.

Samuel 
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A State 
 on the Rise?

Azerbaijan as a New Regional 
Leader in the South Caucasus

This paper sheds light into the linkages between re-
gional political leadership and energy policy. Looking 
at the role of Azerbaijan in the South Caucasus, it ar-
gues that a hydrocarbons producing and transit state 

can maximize its position within an energy transportation network to become 
a regional leader. It first demonstrates that Azerbaijan has benefitted from the 
attention towards the Caspian energy scene to get closer to the EU and the 
United States. The development of a Caspian energy transportation system 
has enabled the Azerbaijani state oil company, SOCAR, to secure its commer-
cial position domestically and to expand regionally. This regional expansion, 
coupled with the rising importance of natural gas across the Caspian hydro-
carbons system, has supported the rise of Azerbaijan as a regional political 
leader. This paper concludes that Azerbaijan`s regional influence relies on 
SOCAR’s business network, that energy is the country’s preferred tool for 
exerting power and that its regional expansion helps Baku both to increase 
its revenues and to influence regional politics that may conflict with its vital 
interests. 
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It is usually admitted among 
regional experts that there is no 
such thing as regional cooperation 

in the South Caucasus1. Often, the 
three countries – Armenia, Azerbaijan, 
and Georgia – are depicted as simply 
too different from one another, 
culturally, ethnically and politically. 
Moreover, the conflicts between 
and within these states are defined 
as (potential) sources of tension, 
preventing any form of cooperation 
from developing. While this is true 
for Armenia and Azerbaijan (due 
to the Nagorno-Karabakh war), it 
does not seem to apply to relations 
between Azerbaijan and Georgia. 
Indeed, since the 1990s, the trade 
turnover between Baku and Tbilisi 
has risen year on year (around 28.9 
% between July 2009 and July 2010 
according to the Georgian National 
Statistics Service). Moreover, espe-
cially since the arrival to power 
of Ilham Aliyev in Azerbaijan and 
Mikheil Saakashvili in Georgia, 
political cooperation has continued to 
develop. In both cases, economic and 
political, Azerbaijan seems to be the 
key driver of this process. The rising 
Azerbaijani investments in Turkey 
confirm this tendency: Azerbaijan 
is turning into a regional economic 
leader in the South Caucasus, which 
helps it to promote its foreign political 
interests.

 
1  See for instance Minassian, Gaïdz, “Caucase du Sud: les 
enjeux de la coopération régionale”, Politique étrangère, 3, 
715-731, 2002.

Following the oil boom of the early 
20th century, Azerbaijan reappeared 
on the hydrocarbons map in the 
mid-1980s. A Production Sharing 
Agreement (PSA) for the main 
Azerbaijani oilfields – Azeri-Chirag-
Guneshli (ACG) – was signed 
in Baku on 20 September 1994. 
This PSA also set up a consortium 
comprising of ten international and 
transnational oil companies2 – the 
Azerbaijan International Operating 
Company (AIOC) – to explore and 
produce ACG oil volumes, then 
estimated at 3.5 billion barrels.3 In the 
meantime, Azerbaijan became a gas-
producing country. In 1996, a PSA 
between Azerbaijan and six national 
and international oil companies was 
signed for the Shah Deniz field4. 
Azerbaijan quickly turned out to be 
an important gas producer, with the 
Shah Deniz reserves estimated at 1.2 
trillion cubic meters.5

All these oil and gas resources are 
located in the landlocked Caspian Sea, 
and export routes were desperately 
needed. But at that time, the existing 
routes could be counted on the fingers 
of one hand. Regarding oil, one option 
2  These companies were the U.S.-based Amoco, McDermott 
and Unocal, the U.K.-based BP and Ramco Energy, the 
Saudi Arabia-based Delta-Nimir, the Russia-based Lukoil, the 
Norway-based Statoil and the Turkey-based TPAO.

3  The ACG oilfields are now estimated to contain around 9.5 
billion barrels.

4  These companies were BP, Statoil, TPAO, the Iran-based 
NICO, the Russia-Italy-based LukAgip, and the France-based 
Elf (now known as Total).

5  Two new fields yet to be drilled – Absheron and Shafag-
Asiman – may increase the gas production of Azerbaijan in the 
next decade.
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was to use the Baku-Novorossiysk 
pipeline, which transported Siberian 
oil to Baku refineries in the Soviet 
times. Another possibility was to 
rehabilitate the Baku-Supsa pipeline. 
Other routes, such as a swap system 
with Iran or a pipeline through 
Armenia, were also proposed. But all 
were rejected for political reasons: 
the United States strictly forbade its 
companies to deal with Iran, while 
the Armenian option collapsed due 
to the Nagorno-Karabakh conflict6. 
AIOC finally decided to set out two 
phases in the export process. The 
first one deals with the evacuation 
of early oil, i.e. small volumes (up to 
120,000 barrels a day) from Chirag 1 
platform, while the second concerns 
the study of a potential main export 
pipeline. 

Two routes were finally chosen to 
transport the early oil: the Northern 
Route Export Pipeline (NREP), also 
known as the Baku-Novorossiysk 
pipeline, and the Western Route 
Export Pipeline (WREP), also known 
as the Baku-Supsa pipeline. It was 
then agreed to build a main export 
pipeline and, after long and difficult 
negotiations from 1997 to 20027, 
the construction of the Baku-Tbilisi-
Ceyhan (BTC) oil pipeline was 
6  In early 1995, the Azerbaijani President Heydar Aliyev 
proposed to his Armenian counterpart that Azerbaijan transport 
its oil through a pipeline crossing Armenia in exchange for the 
withdrawal of Armenian troops from the occupied territories. In 
the absence of an answer from Armenia, this option was quickly 
discarded.

7  Lussac, Samuel, “The State as a (Oil) Company? The 
Political Economy of Azerbaijan”, GARNET Working Paper, 
74/10, 2010.

agreed. Another route – the Baku-
Batumi railroad – is also now used to 
transport ACG oil. In 2010, these four 
export routes shipped approximately 
45.2 million tons of oil8. After 2006, 
a new pipeline was opened along 
these oil routes. Known as the South 
Caucasus gas pipeline (SCP), it 
transports up to 8.8 billion cubic 
meters (bcm) of gas a year from Shah 
Deniz. In 2010, it shipped 4.9 bcm 
to Georgia and Turkey9. These five 
hydrocarbon routes are known as the 
East-West Energy Corridor, and their 
management entails cooperation 
between not only the three transit 
states (Azerbaijan, Georgia and 
Turkey) but also with and among the 
oil companies, including BP, Statoil 
and Total.10

These five routes are all part of the 
Caspian hydrocarbons transportation 
system (CHTS). Three route 
networks within this system need to 
be highlighted: the Azerbaijani oil 
and gas transportation networks and 
the Kazakhstani oil transportation 
network. Building these networks 
enables us to follow associations and 
connections between actors, such as 
the links between BP and SOCAR in 
relation to ACG oil transportation. 
They facilitate analysis of the 
interactions between the actors 
8  BP, Business Update. 2010 Full Year Results. [PowerPoint 
Presentation online], 2011 (available : http://www.bp.com/
genericarticle.do?categoryId=9029616&contentId=7067613; 
accessed on 18 April 2011).

9  Ibid.

10  In 2010, up to 17 oil companies were shipping oil or gas 
through the East-West Energy Corridor.
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involved in the hydrocarbons 
transportation business. These 
networks are made up of different 
types of actors, who apply different 
tools.  The different actors’ strategies 
are of course based on their natures, 
but also on their means and ability 
to mobilize other actors within this 
network and to exert power over 
these actors. These various strategies 
may help in explaining the further 
development and shape of the 
CHTS, as well as the role played by 
Azerbaijan.

Using the case of the East-West 
Energy Corridor, this paper will 
demonstrate how a producing and 
transit state can maximize its position 
within a transportation system to 
become a regional leader. Thus, this 
research assumes that Azerbaijan 
plays a leading role within the CHTS, 
which is helping it to develop its 
economic and political influence in 
its neighborhood. The development 
of the CHTS in the 1990s offered 
Azerbaijan the opportunity to get 
closer to the EU and the United 
States. Baku has gradually taken 
over these networks, unifying the 
Azerbaijani energy market and 
benefitting from SOCAR’s regional 
expansion. Finally, the shift of the 
CHTS from oil-dominated routes to 
gas-dominated ones has supported 
Azerbaijan’s regional expansion, 
increasing its capacity to influence 
the policies being developed between 
its neighbors.

The Role of Azerbaijan within the 
CHTS

As a hydrocarbons-producing coun-
try and transit state, Azerbaijan holds 
a central position within the CHTS, 
which may help it to shape the net-
work. The country would then be 
able to use its dominant position to 
promote its own interests and exert 
power over the other components in 
these networks.

Azerbaijan as a central actor in this 
system

Azerbaijan emerged as a central 
actor within the CHTS in the early 
1990s. Its position first as an oil- 
and gas-producing country and 
then as a transit state helped it 
secure a strategic place in Caspian 
hydrocarbons development. As in 
any oil-producing country, every 
international oil company willing 
to invest in Azerbaijan had to go 
through the government and the 
state oil company, SOCAR. The 
political instability of the country11 
could have undermined its ability to 
negotiate with powerful international 
corporations such as Amoco or BP. 
But despite the series of changes in 
government during the early nineties, 
there has been reasonable continuity 
in the management of the negotiations 
for the production of Azerbaijani 
hydrocarbons. For instance, V. 
Alasgarov, principal assistant of 

11  From 1990 to 1994, the Azerbaijani leadership changed 
three times: Ayaz Mutalibov, then Abdulfaz Eltchibey and finally 
Heydar Aliyev.
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the founding president of SOCAR, 
Sabit Bagirov, managed to keep 
his position despite the leadership 
transition in June 1993 when Heydar 
Aliyev came to power. Aliyev 
recognized Alasgarov’s knowledge 
of oil contracting. This continuity 
helped Baku to maintain a clear and 
consistent line in negotiations with 
the ACG consortium. 

This gave Azerbaijan further 
opportunity to promote its interests 
and to persuade the international oil 
corporations to accept its demands. 
Thus, the Russian oil company 
Lukoil gained a 10% share in ACG, 
even though it did not participate 
in any negotiations or discussions 
with Amoco or BP12. This was due 
to President Aliyev’s desire to have 
a Russian partner in ACG, in order 
to maintain good relations with 
Moscow.13  Lukoil president Vagit 
Alekperov14 took advantage of his 
relationships with Alasgarov and 
Aliyev to gain AIOC membership. 
Azerbaijan’s position as an oil-
producing country enabled it to 
develop a consistent energy policy 
and to secure strategic partners within 
the CHTS.

The ability to involve other actors 
within this system paved the way 
12  Both companies were leading the negotiations with SOCAR 
on behalf of the eight other international oil companies.

13  In the days following the signature of the Contract of the 
Century, Moscow stated that such a deal was illegal until the 
status of the Caspian Sea was determined.

14  Vagit Alekperov is an Azerbaijani engineer who was trained 
at the Oil Rocks in Azerbaijan before being sent to Western 
Siberia to supervise oil developments there.

for further developing the various 
networks, i.e. for shaping their 
composition and organization. 
Azerbaijan has been able to influence 
the choice of Azerbaijani oil and 
gas export routes. For instance, 
in 1999, a consortium made up of 
Bechtel Enterprises, General Electric 
and Shell proposed a pipeline – the 
Trans-Caspian – from Turkmenistan 
to Turkey through Azerbaijan and 
Georgia. Its objective was to deliver 
Turkmen gas to Turkey and then 
Europe. In the meantime, the gas 
field of Shah Deniz was officially 
discovered and both Azerbaijan and 
BP started to look for a gas market 
nearby and for export routes. The 
only market available for Shah Deniz 
production was Turkey. Azerbaijan 
and Turkmenistan were thus in 
competition in terms of selling their 
gas and implementing gas pipelines. 
Ultimately, Baku refused to allow 
Turkmen gas to be transported 
through Azerbaijani territory, and 
Turkmenistan was pushed out of 
the CHTS.15 The SCP was then 
implemented to the detriment of 
the Trans-Caspian. Azerbaijan thus 
15  The enmity between Heydar Aliyev and the Turkmen 
President Sapamurat Niyazov also contributed to the collapse 
of the Trans-Caspian project. 

The only market available for 
Shah Deniz production was 
Turkey. Azerbaijan and Turk-
menistan were thus in competi-
tion in terms of selling their gas 
and implementing gas pipelines.
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demonstrated its ability to include 
or exclude actors according to its 
national interests.

Inscribing different meanings in the 
CHTS

In spite of its leading role within 
the CHTS, Azerbaijan’s role in 
Caspian oil and gas development 
was somewhat limited until the mid-
2000s, i.e. before the influx of oil 
money to the state budget. Firstly, 
even if Baku knew the structure of 
its seabed, it lacked the financial and 
technological capabilities to develop 
its own hydrocarbons resources. In 
the late 1980s, Azerbaijani geologists 
produced Russian-language reports 
on the Caspian subsea, underlining 
the differences between the proto 
Volga delta and the lower Kura 
basin. The former comprises the 
ACG oilfields and the Shah Deniz 
gas fields while the reservoirs in 
the latter are contaminated with 
mud. But Azerbaijan was unable to 
develop its fields due to a lack of 
financial capacity. The collapse of 
the Soviet Union and the Nagorno-
Karabakh war dramatically affected 
the state budget, to such an extent 
that AIOC had to pay for SOCAR’s 
10% share in ACG.16 Secondly, BP 
took charge of the implementation 
of the BTC pipeline to export most 

16  In the Contract of the Century, SOCAR had a 20% share in 
ACG. However, as it was unable to pay for it, it decided to sell 
half of it to Exxon and TPAO in April 1995. Both companies 
bought it at a very high price (around 173 million dollars) in 
order to help SOCAR to pay AIOC. Meanwhile, the latter gave 
its 10% share in ACG at a very competitive price so that the 
Azerbaijani firm could afford it. 

of the Azerbaijani oil, indicating 
Baku’s inability to build an oil 
transportation infrastructure system 
in accordance with international 
standards. The London-based firm 
set up the rules for the cooperation 
between the three transit states: 
Azerbaijan, Georgia and Turkey. 
Even if SOCAR was chairing the 
negotiations with the latter, BP was 
drafting the legal documents (mostly 
the host government agreements and 
the intergovernmental one). Thus 
even if Baku was able to frame the 
hydrocarbons transportation routes 
and to involve new actors within the 
CHTS, its role was still limited by its 
lack of financial and technological 
capabilities.

This forced Baku to share its 
leadership within the CHTS with 
BP17. This co-leadership shaped 
not only this system but also the 
‘inscriptions’ Azerbaijan placed 
within it. Inscriptions are here 
understood as the meaning that an 
actor gives to some parts of a network. 
Being unable to play an active role 
within some parts of the CHTS, 
Baku decided to input different 
inscriptions. The Azerbaijani gas 
transportation network and a part 

17  As the sole operator of ACG, Shah Deniz, and the BTC and 
the SCP pipelines, BP holds a key position within the CHTS 
and has been able to frame the different networks as well as to 
include or exclude actors.

Azerbaijan’s role in Caspian oil 
and gas development was some-
what limited until the mid- 2000s
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of the Azerbaijani oil transportation 
network were dedicated to the 
promotion of Azerbaijani foreign 
policy. This network and this sub-
network deal mainly with pipelines 
transportation. Because Baku’s role 
within these networks was limited to 
the promotion of its preferred routes, 
Azerbaijan exclusively defined 
the Azerbaijani oil transportation 
network as a means to obtain financial 
and political support from external 
powers such as the EU and the 
United States and from international 
financial institutions like the World 
Bank. These pipelines, and the close 
international scrutiny they attracted, 
were supposed to help Baku attract 
financial aid, gaining legitimacy 
within the international community 
and getting at least neutrality, or 
support, in the Nagorno-Karabakh 
war18. 

Therefore, Baku’s weakness within 
the CHTS shaped not only this 
system but also the inscriptions it 
put in place. Still holding a strategic 
position, the financial situation of 
the country encouraged Azerbaijan 
to hold a relatively passive position 
within the CHTS, treating its 
pipelines components exclusively 
as tools of foreign policy directed at 
extra-regional powers.

18  For instance, Baku advocated its strategic position on the 
Caspian energy scene in front of the United States to obtain the 
removal of the Section 907 of the 1992 Freedom Support Act that 
prevents Washington from providing assistance to Azerbaijan.

Setting up the Basis for a Proactive 
External Energy Policy

When he succeeded his father as 
president of Azerbaijan in 2003, 
Ilham Aliyev faced a disorganized 
energy sector. He decided to 
rationalize and unify it, aiding the 
further consolidation of SOCAR in 
the Azerbaijani energy market. This 
supported the regional expansion of 
the energy market, building further 
links with Georgia and Turkey.

Unifying the domestic energy market 
to the benefit of SOCAR

In the 1990s, the Azerbaijani energy 
sector was poorly organized. The 
Azerbaijani oil business was divided 
into two parts: the first one was 
dominated by AIOC while the second 
one involved a large number of actors 
who were sometimes in competition 
with one another. Such divisions 
further complicated the Azerbaijani 
energy sector: to sum up, Azersun 
Holding handled the Baku refineries, 

SOCAR dealt with the onshore 
production, AzerTrans, MEPF and 
QavqazTransServis managed rail 
transportation of oil and, after 2001, 
the Ministry of Fuel and Energy was 
supposed to supervise them all. When 

To bring greater consistency to 
Azerbaijani energy policy, Ali-
yev progressively implemented a 
spoils system.
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he became president of Azerbaijan 
in 2003, Ilham Aliyev inherited this 
messy arrangement. While the AIOC-
dominated part was effective and 
brought money to the state budget, 
the other part was largely ineffective, 
benefitting the companies who were 
managing it but not the state.

To bring greater consistency to 
Azerbaijani energy policy, Aliyev 
progressively implemented a spoils 
system. Hence he decided to appoint 
a set of reliable people to manage 
the energy sector according to the 
state’s interests, rather than the 
companies’. Since 2005, all the 
people in key positions in the energy 
sector have been replaced by a young 
generation of oilmen. Firstly, the 
president of SOCAR, Natig Aliyev, 
became the new minister of Industry 
and Energy and was replaced by 
Rovnag Abdullayev. Secondly, 
Heydar Aliyev’s key energy advisor, 
V. Alasgarov, was appointed deputy 
speaker of the Parliament and 
replaced by Elshad Nasirov, who is 
now vice-president of SOCAR. The 
transfer of Azerigaz and Azerkimya 
to the authority of SOCAR, in 2009 
and 2010 respectively, finalized 
the restructuring of the Azerbaijani 
energy sector. In the space of around 
four years, Ilham Aliyev, senior vice-
president of SOCAR in the 1990s, 
centralized all oil and gas business. 
He developed a more coherent and 
effective system, over which the 
state can exert clear control. The 
unification of the energy market 

paved the way for the implementation 
of a strong state oil company that can 
hold a crucial role within the CHTS.

Indeed, SOCAR has reinforced its 
position at the core of the Azerbaijani 
energy landscape. Firstly, it took 
advantage of the energy environment 
in the early 2000s in Azerbaijan. 
At that time, Baku ended its policy 
of dedicating all oil revenues to 
covering state budget deficits. A 
proportion was thus available for 
SOCAR’s business expansion. 
Moreover, due to the successive 
discoveries of non-commercial 
reserves or worse, dry holes, foreign 
companies have found Azerbaijan 
less attractive. This situation opened a 
window of opportunity for SOCAR’s 
development. The Azerbaijani oil 
company started to develop the 
national assets in which foreign 
companies had no interest19. SOCAR 
chose to focus on the exploitation of 
these reserves, even if they contained 
only small volumes of oil20. It now 
produces 180 000 barrels of oil a day 
from these fields.21 Thanks to these 
19  The only oil companies that still look at Azerbaijani onshore 
reserves are emerging ones such as the Chinese CNPC or the 
Indian ONGC.

20  Of the 56 oil and gas fields that SOCAR exploits, 38 are 
located onshore and 18 are offshore.

21  SOCAR also receives 75 000 barrels a day from its share in 
ACG. This data is from IHS Global Insight.

The Azerbaijani oil company 
started to develop the national 
assets in which foreign compa-
nies had no interest.
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changes, SOCAR increased its cash 
flow and increased its involvement 
in the production of Azerbaijani oil 
reserves. 

The regional expansion of SOCAR

Once it reinforced its position 
domestically, SOCAR was able to 
expand regionally, especially in 
Georgia and Turkey. This expansion 
is based on two trends. First of all, 
SOCAR has consolidated its position 
in the regional oil business. SOCAR 
is involved upstream because it 
has shares in ACG and owns oil 
reserves in Azerbaijan. It is also 
active midstream, as a member of the 
BTC consortium and a shareholder 
in CrossCaspian22. In this area, 
SOCAR’s competitor is Baghlan 
Trading, particularly with regard to 
the transportation of Turkmen oil. It 
is involved downstream because it 
owns the Kulevi oil terminal. It also 
bought the Turkish petrochemical 
company PETKIM in 200823. In order 
to be a flagship firm and to take over 
the Azerbaijani oil transportation 
network, SOCAR must control every 
part of it. For the moment, it has 
commercial relationships with the 
key supplier, AIOC. But as a member 
of the joint management committee, 
22 According to its own numbers, CrossCaspian would 
transport 90% of the oil products going from the South Caspian 
to the Black Sea. Its shareholders are AzTransRail (33%), 
QavqazTransServis (33%) and SOCAR (34%). 

23  In partnership with Turcas, SOCAR acquired a 51% stake 
in PETKIM Turkish government in 2008 (the other stakeholder 
is the Turkish company Turcas). PETKIM owns more than 14 
refineries in Turkey. This should enable SOCAR to refine or 
transform oil products and then sell them on the Turkish and 
European markets.  

it has detailed insights into the 
strategy of this key supplier. Given 
that the rest of the Azerbaijani oil 
comes from SOCAR-owned fields, 
the Azerbaijani oil company more or 
less controls this part of the network. 
On the consumer side, SOCAR 
owns two of the largest assets in the 
downstream part of the Azerbaijani 
oil transportation network: the 
Kulevi oil terminal and PETKIM, 
though this part of the network is 
less important in SOCAR’s strategy. 
Every company with shares in ACG 
sells its oil to the highest bidder in 
Ceyhan. SOCAR cannot change 
this system and has no interest in 
doing so, as long as some oil goes 
to Kulevi. This progressive takeover 
of the Azerbaijani oil transportation 
network enables SOCAR to bolster 
its position in both Georgia and 
Turkey. 

SOCAR is also diversifying its 
activity within the Black Sea energy 
market in order to gain a stronger 
position. To implement this strategy, 
SOCAR follows two trajectories. 
First, in order to become a major state 
oil company in the Black Sea energy 
market, it has to be active all along 
the energy chain, from the production 
business to the refining one. Second, 
it benefits from the good interpersonal 

SOCAR is also diversifying its 
activity within the Black Sea en-
ergy market in order to gain a 
stronger position.
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relations between the Azerbaijan 
and Georgian leadership, in order to 
increasing its activity in Georgia. The 
1990s cooperation between Baku and 
Tbilisi was only based on pragmatic 
interests; Heydar Aliyev and Edward 
Shevardnadze both considered the 
WREP to be the most effective way 
to build closer ties with Europe and 
the United States. One would have 
expected this political-economic 
cooperation to fade, especially after 
the Russian-Georgian war in 200824. 
However, both Ilham Aliyev and 
Mikheil Saakashvili quickly saw that 
to serve mutual national interests, 
their countries would have to 
continue to cooperate. Georgia was 
eager to reduce Russia’s influence in 
the energy sector as well as to attract 
foreign investment. In the meantime, 
SOCAR was rapidly developing and 
looking for investment opportunities 
abroad. Such cooperation was 
reinforced following 2008, 
Azerbaijan being one of the few 
countries that was not afraid to 
continue investing in Georgia25. 
SOCAR Energy Georgia emerged 
in 2006 from this convergence of 
interests and has since become larger 
and larger. It progressively took over 
the Georgian gas market and now 
supplies around 70% of Georgian gas 
24  The Azerbaijani oil exports through Georgia were stopped 
for one month, due to the war and the explosion of a landmine 
on the Baku-Batumi railroad in late August 2010. 

25  During the Russian-Georgian war, Kazakhstan for instance 
announced its wish to decrease its investments in Georgia. 
However, such a trend has not materialized; the Kazakhstani 
oil company KazMunaiGas still owns the Batumi oil terminal, 
for example.

imports, and has become a key partner 
of Tbilisi26. SOCAR is turning into a 
leader within the CHTS as a whole.

SOCAR’s increased investment 
in Georgia does not only reflect 
further economic cooperation with 
Azerbaijan; it also sheds light on 
the reorientation of Baku’s regional 
policy, with energy emerging as a 
tool to get closer to its neighbor as 
well as to external powers such as the 
EU.

Azerbaijan as a Rising Regional 
Leader in the South Caucasus

SOCAR’s increasing involvement in 
Georgia opened the door for Baku’s 
more active role within the CHTS. 
While energy and politics are more 
and more intertwined not only in 
Azerbaijan but also across the world 
(Helm 2007; Kjaernet 2009), the 
Azerbaijani leadership perceived 
this system as a tool to advance its 
political interests and to influence 
regional politics, as demonstrated 
by the case of the Turkish-Armenian 
rapprochement.

Gas as a new policy tool

In Azerbaijan, energy has key 
ramifications within the political and 
social spheres. It has, for instance, 
significantly shaped cooperation 
between Azerbaijan, Georgia and 
Turkey since the mid-1990s. It is 
a very flexible commodity: it can 
26  Since 2006, SOCAR has invested around 470 million dollars 
in Georgia and is the largest taxpayer there. 
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be shipped by boat, truck, rail and 
so on, and does not necessarily 
require long-standing transportation 
infrastructures. The relationship 
between Ankara, Baku and Tbilisi 
that emerged from the construction 
of the BTC pipeline and the WREP 
reflects this. Oil has generated flexible 
and unstable relationships between 
these three countries. If their links 
were printed in a series of energy 
agreements27, the alignment could 
still shift, as the Russian-Georgian 
war proved in 2008, when the BTC 
pipeline was shut down28 and AIOC 
stated that it was not willing to send 
its oil through a country at war. Baku 
did not hesitate to reroute its oil 
exports through the NREP, which 
benefits precisely the country with 
which Tbilisi was at war. Gas is now 
progressively replacing oil as the 
key energy source. It is at the heart 
of future EU energy supply due to 
its flexibility in use and low carbon 
emissions. However, gas is a less 
flexible commodity to ship than oil. 
There are only three ways to transport 
gas: to compress it, to liquefy it or to 
send it through pipelines. Therefore, 
27  The most important of these are (i) the intergovernmental 
agreement on the BTC pipeline signed in Istanbul in November 
1999, and (ii) the trilateral Protocol relating to the security of 
the East-West Energy Corridor signed in Baku on July 23, 2003.

28  On August 5, 2008, a portion of the BTC pipeline exploded 
in the Erzincan province in Turkey after an attack by the Kurdish 
terrorist movement PKK.

the development of the Azerbaijani 
gas transportation network following 
the start of the Shah Deniz phase 
II production29 may build further 
connections between Ankara, 
Tbilisi and Baku, producing a more 
stable type of cooperation between 
them. Baku with its key position in 
the CHTS as a whole may benefit 
from this transformation, and the 
opportunity to develop its position 
as a regional leader in the South 
Caucasus.

The links between energy and politics 
are deeply rooted in Azerbaijan. 
For instance, former president 
Abulfaz Elchibey created SOCAR in 
September 1992 on the basis of the 
former Soviet company Azerneft. 
He appointed as the head of the new 
firm his personal counselor on energy 
issues, Sabit Bagirov. Members of 
the ruling party, the Popular Front, 
dominated SOCAR at that point. They 
knew that hydrocarbons resources 
were the country’s strongest, not to 
say unique, asset on the international 
playing field. When he came to 
power, Heydar Aliyev maintained 
this policy, selling shares in ACG 
to companies according to the price 
they were offering and to their 
geographic location. For instance, 
he refused to sell the 10% share of 
SOCAR to the French company 
Total, preferring a U.S. firm (Exxon) 
and a Turkish one (TPAO). However, 
such entanglement was rather limited. 
29  The second phase of the production of Shah Deniz will start 
in 2016 and is projected to produce around 17 bcm per year.

SOCAR’s increasing involve-
ment in Georgia opened the 
door for Baku’s more active role 
within the CHTS.
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Indeed, despite the relationship 
between energy and politics, Aliyev 
created a small and business-oriented 
decision-making structure comprised 
of only three other people: the 
president of SOCAR Natig Aliyev, 
the head of the foreign investment 
department V. Alasgarov and the vice-
president of SOCAR Ilham Aliyev. 
The first two dealt with the technical 
issues while the third forged the link 
between SOCAR and the Azerbaijani 
presidency. The Azerbaijani president 
then took the decision in the last 
instance without being too much 
involved in the technical matters. 
Therefore, energy policy was led on 
a commercial as well political basis. 
The former President of Azerbaijan 
simply ensured that the commercial 
decisions endorsed by this team fitted 
with the country’s foreign policy. This 
link between energy and politics has 
increased since the arrival to power 
of Ilham Aliyev, who, as a former 
senior vice-president at SOCAR, 
has great interest in and excellent 
knowledge of energy issues. Hence, 
it is not surprising that Azerbaijani 
gas has been used as a political tool 
to influence Turkey with regard to the 
Turkish-Armenian rapprochement.

A case study: how Azerbaijan has 
undermined the Turkish-Armenian 
rapprochement

The Turkish-Armenian rapproche-
ment started with what has been 
termed “football diplomacy”30. Ne-

30  On 6 September 2008, the Turkish President Abdullah Gül 

gotiations between Ankara and Ye-
revan continued, focusing on the 
opening of the Turkish-Armenian 
border and on the recognition of the 
1915 Armenian genocide in Turkey31. 
These discussions led to the adoption 
of a roadmap in April 2009 and then 
to the signing of two protocols on 
the establishment and the develop-
ment of diplomatic relations between 
Armenia and Turkey (10 October 
2009, Zurich). Baku considered this 
diplomatic move contrary to its key 
national interests, especially regard-
ing the resolution of the Nagorno-
Karabakh conflict. Indeed, Azerbai-
jan has little political leverage to put 
pressure on Armenia and it feels that 
the opening of the Turkish-Armenian 
border could undermine its policy on 
the Nagorno-Karabakh issue. There-
fore, having repeatedly expressed 
concern about this rapprochement, 
Azerbaijan decided to increase pres-
sure on Turkey to prevent it from rati-
fying the Zurich protocols.

In April 2008, as laid out by the 

paid an official visit to his Armenian counterpart for the World 
Cup qualification game Armenia-Turkey in Yerevan.

31  Turkey closed its border with Armenia in 1993 to express its 
support for Azerbaijan in the Nagorno-Karabakh conflict.

This link between energy and 
politics has increased since the 
arrival to power of Ilham Aliyev, 
who, as a former senior vice-
president at SOCAR, has great 
interest in and excellent knowl-
edge of energy issues.
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contract for the Shah Deniz phase I 
gas, Azerbaijan and Turkey started 
renegotiating the purchasing gas 
price. On the Azerbaijani side, 
the technical operator – BP – or 
the former commercial operator – 
Statoil – of the Shah Deniz field 
should have taken the lead in these 
negotiations. However, advocating 
its regional expansion, SOCAR 
strongly pushed to act as the chief 
negotiator on this issue. Despite the 
reluctance of some companies in the 
Shah Deniz consortium, this request 
was accepted, mostly to avoid further 
commercial negotiations with Baku. 
Then, SOCAR decided to link the 
sale of the gas from Shah Deniz 
phase I to the sale of the gas from 
Shah Deniz phase II, and to raise 
the issue of transit through Turkey. 
Once again, members of the Shah 
Deniz consortium did not welcome 
such a decision but did not dare 
oppose it. Already a leader within 
the Azerbaijani oil transportation 
network, SOCAR also consolidated 
its central position within the 
Azerbaijani gas transportation 
network. 

Baku has used its central position 
within the CHTS to obtain leverage 
over Turkey regarding the Turkish-
Armenian dialogue. The link between 
gas negotiations and this issue was 
demonstrated in December 2009 
when the Turkish Ministry of Energy 
asked BOTAS to make SOCAR an 
offer “they could not refuse”, as it 
was described by a BOTAS official. 
The Turkish company was reluctant 
to do so because such proposal was 
considered to put the financial state 
of the company at risk if it was 
accepted. However, due to pressure 
from the ministry, the offer was 
finally made. But SOCAR rejected 
it, saying that it was not interested 
in reaching a deal yet. This refusal 
surprised and disappointed BOTAS32, 
which then decided to put a hold 
on the negotiations. This proposal, 
though commercially advantageous 
according to Azerbaijani officials, 
could not be accepted because of the 
progress of the Turkish-Armenian 
dialogue. Ankara understood that 
it could not conclude a gas deal, 
which was considered essential to 
the Turkish economy as long as the 
Turkish-Armenian rapprochement 
was continuing. Three gas agreements 
were finally signed in Istanbul in 
June 2010. But these agreements 
are primarily political, and BOTAS 
and SOCAR still need to address the 
32  Strong enmity between BOTAS and SOCAR negotiators 
emerged as a result of Azerbaijan’s refusal. The Turks started 
complaining about the way SOCAR negotiated, notably about 
the refusal of the main negotiator to discuss in Turkish (he 
preferred to speak in English, considered the international 
working language).

Azerbaijan has little political le-
verage to put pressure on Arme-
nia and it feels that the opening 
of the Turkish- Armenian bor-
der could undermine its policy 
on the Nagorno-Karabakh is-
sue.
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technical issues related to the sale and 
the transit of Azerbaijani gas in and 
through Turkey33. These agreements 
shed light into the wish of both 
parties to improve their relations. 
The failure of the Turkish-Armenian 
rapprochement in April 2010 surely 
contributed to this rapid progress in 
the gas negotiations34.

Thus Baku has made use of its on-
going gas discussions with Turkey 
to undermine the rapprochement 
between Ankara and Yerevan. This 
strategy has been successful for Baku, 
the latter being on standby now, while 
gas negotiations between BOTAS 
and SOCAR continue. The link 
between energy and foreign policy 
in Azerbaijan has shaped the CHTS. 
SOCAR is now at the heart of the 
CHTS and Baku is taking advantage 
of this favorable position in order to 
increase its investments in Georgia 
and Turkey, and to influence regional 
politics, especially in relation to the 
Nagorno-Karabakh conflict. 

33  According to SOCAR, the gas transit agreement between 
Azerbaijan and Turkey will be signed in late September 2011.

34  Lussac, Samuel, “A Deal at Last: A Bright Future for 
Azerbaijani Gas in Europe?”, CACI Analyst, 28 April 2010 
(available: http://www.cacianalyst.org/?q=node/5317/print; 
accessed on: 28 April 2010). 

Conclusion

The analysis of Azerbaijan’s role 
within the CHTS illuminates a 
number of issues. Firstly, Azerbaijan 
has changed greatly since the 1990s. 
Initially in a fairly weak position, 
it has become a rich and powerful 
state that is managed as a company. 
Such a change has brought more 
coherence to national energy 
policy and has forged further ties 
between hydrocarbons development 
and foreign policy. Secondly, the 
construction of a coherent energy 
strategy has helped SOCAR to 
become a key actor within the CHTS. 
It has gone from being a negotiating 
partner for international oil and gas 
companies to being a leading firm 
that is setting the agenda and leading 
discussions with actors willing to be 
involved in the CHTS, such as the 
Nabucco consortium. Thirdly, the 
use of the energy argument to attract 
European and U.S. support over the 
Nagorno-Karabakh conflict has been 
largely unproductive, despite the 
lifting of Section 907 in 200235. This 
limited success led to a reorientation 
of Azerbaijani diplomacy from extra-
regional powers to neighbors such 
as Georgia and Turkey. Fourthly, 
Azerbaijan has taken advantage of the 
rise of gas as the world’s predominant 
hydrocarbon commodity to increase 
its investments in Georgia and in 
Turkey. This has helped SOCAR to 
take over the Georgian gas market 

35  Shaffer, Brenda, “Caspian Energy Phase II: Beyond 2005”, 
Energy Policy, 28, 7209-7215, 2010.

Baku has made use of its ongo-
ing gas discussions with Turkey
to undermine the rapproche-
ment between Ankara and Yere-
van.
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and to play an increasing role 
within the Turkish market. Lastly, 
this strategy helped Azerbaijan gain 
further power over both Ankara 
and Tbilisi, giving it the capacity to 
influence their respective foreign 
policies. The undermining of the 
Turkish-Armenian rapprochement 
demonstrates the success of this 
strategy. 

Therefore, Azerbaijan’s increasing 
role within the CHTS has contributed 
to its rising regional influence. This 
new regional leadership has three 
different features. Firstly, it takes 
advantage of the connections within 
SOCAR’s business network to 
expand its influence over the region. 
Secondly, energy is its preferred tool 
to exert its power over both the CHTS 
and the agents operating within this 
system. Finally, its regional strategy is 
predominantly twofold: to increase its 
revenues from the control of various 
economic assets in the neighborhood 
and to influence regional politics that 
may conflict with its vital interests. 
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Murinson* 

Opportunities & 
Challenges 

in Israeli-Azerbaijani Relations

A controversial article in the influential Foreign Policy 
magazine stirred a debate whether Israel would use the 
Azerbaijani territory as a “basing” facility in its possi-
ble air strike against Iran. Israel is weighing its options 

in the event that Western economic and political sanctions do not compel Iran 
to stop its nuclear program. At the same time, the Jewish state is aware of 
Azerbaijan’s sensitivities in its dangerous neighborhood, and wants to pre-
serve the valuable friendship with an emerging regional leader in the South 
Caucasus. The South Caucasus is a geographic area of a special concern to 
Israel because it borders Iran and serves as a gateway to the hydrocarbon 
reaches of the Caspian. Azerbaijan became a natural ally of Israel as a secu-
lar state that shares strategic perceptions on regional threats such as Iran 
and Armenia. The latter serves as a proxy of Russia in the South Caucasus 
and is tightly aligned with Iran. Azerbaijan, alone in the region, is positioned 
to benefit from its unique tradition of amity and hospitality towards Jews. 
Azerbaijan sees in Israel not only a powerful ally in Washington, but also a 
source of sophisticated military hardware, intelligence and security equip-
ment. As a friendly Muslim nation, Azerbaijan has gained special importance 
for Israel since Turkey, under the AKP, shifted its foreign policy from a stra-
tegic partnership with Israel to closer relations with Iran and Syria. This mu-
tually beneficial relationship is flourishing and provides both countries with 
unique strategic advantages.          
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Despite a provocative article 
published in the Foreign 
Policy magazine1 in the end 

of March, it is no science fiction that 
Israel, a Jewish state, and Azerbaijan, 
a Shia Muslim–majority state on the 
south-eastern foothills of the Cauca-
sus, are forging ahead in building a 
constructive and multifaceted rela-
tionship that can serve as a model for 
other Muslim countries. The Israeli 
Foreign Minister, Avigdor Lieber-
man, quipped during his recent visit 
to Baku: “Azerbaijan is more im-
portant for Israel than France.” With 
Lieberman’s visit on April 23, 2012, 
Azerbaijani-Israeli ties reached a 
new level of intimacy and depth. The 
Azerbaijani leadership welcomed 
further expansion of not only politi-
cal and strategic cooperation, but also 
signed agreements to enhance the 
people-to-people contacts between 
the two countries in such areas as 
tourism, medium and small business 
trade and investment, and cultural 
and educational exchanges. Further-
more, this visit was intended to calm 
down the storm in the teacup that 
resulted from this unfortunate jour-
nalistic canard, which sought to sow 
seeds of mutual suspicion between 
friendly nations and raise the ire of 
the Iranians, who are already furious 
at Azerbaijan’s chutzpah at wielding 
such close ties with the Jewish state. 
What followed during the visit was 
a sincere discussion about the fu-
ture of bilateral relations in the wake 
1 See Mark Perry, “Israel’s Secret Staging Ground”, Foreign 
Policy Magazine, March 28, 2012.

of the notorious article, published 
in Foreign Policy magazine by an 
American journalist.2 Mark Perry’s 
article alleges that four unidentified 
American senior diplomats and mili-
tary intelligence officers came to the 
conclusion that Israel has recently 
been granted access to airbases on 
Iran’s northern border to be used in 
a potential air attack against Iranian 
nuclear facilities. The article con-
tinues to quote another unidentified 
source saying that U.S. intelligence 
officials are increasingly concerned 
that Israel’s military expansion into 
Azerbaijan complicates U.S. efforts 
to dampen Israeli-Iranian tensions. 
The “exposé” injected a sense of un-
ease into the bilateral relations and 
suggested an anti-Israeli political 
agenda.3 But this media spin failed 
to undermine the Azerbaijan-Israeli 
understanding and close friendship. 
By claiming that Israel purchased 
the “basing rights” for an impending 
Israeli air attack on Iran, the Foreign 
Policy author intended to jeopardize 
this relationship and to weaken Azer-
baijan’s confidence in Israel’s inten-
tions.  Responding to this claim, Li-
eberman insisted: ‘I think part of re-
porters commenting on the weaponry 
supply issue have great imagination 
2  Mark Perry, “Israel’s Secret Staging Ground”, Foreign 
Policy Magazine, March 28, 2012

3  Mark Perry served as an unofficial advisor to PLO 
Chairman and Palestinian President Yasser Arafat from 1989 
to 2004. Jonathan Neumann, “Our Defenders at the CIA,” 
Jewish Ideas Daily, Jan. 18, 2012.

Azerbaijan is more important 
for Israel than France.
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and would better write scientific-fan-
tastic scenarios for participation in 
different contests’ [sic].

With the deterioration of Turkish-
Israeli relations after the Mavi Mar-
mara incident on 31 May 2010, Is-
rael made the South Caucasus one of 
the priorities of its Eurasian foreign 
policy. The pace of the development 
of the bilateral ties with Azerbaijan, 
Turkey’s fellow secular and Turkic 
republic, surpassed all expectations, 
while the Islamization of Turkish for-
eign policy ended the Turkish-Israeli 
strategic cooperation of the 1990s.4 
Israel is seeking to dispel the impres-
sion that as a new partner to the in-
dependent states of the Caucasus it 
is exclusively pursuing its strategic 
interests regarding its confrontation 
with Iran, and Azerbaijan emerged 
as its main partner in the South Cau-
4  After AK (White or Pure) Party’s coming to power in 2002, 
a fundamental change occurred in Turkey. The neo-Ottoman 
ideology became the driving force in foreign policy, namely the 
powerful drive to recapture the Golden Age of Abdulhamid’s 
empire, based on the emotional mix of Turkish nationalism 
and the Islamic revivalism. See Alexander Murinson, “The 
Strategic Depth Doctrine: A New Paradigm of the Turkish 
Foreign Policy” in Middle Eastern Studies Vol. 42, Number 6, 
November 2006.

casus. The growing diplomatic con-
frontation between Turkey and Israel 
has propelled Israel into the thick of 
the respective national foreign poli-
cies of the states of South Caucasus. 
The fault-lines of a number of re-
gional and also global interests in-
tersect across this region. As demon-
strated by the August 2008 Russian 
war against Georgia, Russia wants to 
singlehandedly control all political 
and economic processes in the South 
Caucasus. At the same time, the Unit-
ed States envisions the new states of 
the Caucasus as potential members of 
the Euro-Atlantic community. Israel, 
a regional power in its own right, sees 
this region as an important source of 
energy, and a key export market and 
bridgehead to Central Eurasia. The 
local conflicts make these countries 
potential buyers for Israeli military 
industries. Azerbaijan, as an ener-
gy-rich country bordering Iran, is 
a strong partner for Israel. Turkey, 
which has transitioned from being a 
close ally to a virtual enemy of Israel, 
is also vying for a bigger say in the af-
fairs of the Caucasus. The situation is 
additionally complicated by the fact 
that the classic rule of any diplomatic 
or armed conflict: “the enemy of my 
enemy is my friend,” is not applica-
ble for Israel in this case. Armenia, 
after nearly century of warring with 
the Turks, is suddenly eager to patch 
up things with Ankara; at the same 
time, Yerevan is Tehran’s key ally  in 
the Caucasus. In this case, Ankara’s 
main regional ally - Baku – remains 
an essential strategic partner of the 

By claiming that Israel pur-
chased the “basing rights” for 
an impending Israeli air attack 
on Iran, the Foreign Policy 
author intended to jeopardize 
this relationship and to weaken 
Azerbaijan’s confidence in Isra-
el’s intentions.
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With the deterioration of Turk-
ish- Israeli relations after the 
Mavi Marmara incident on 31 
May 2010, Israel made the South 
Caucasus one of the priorities of 
its Eurasian foreign policy.

Jewish state in the Muslim world, es-
pecially after the Arab Spring rebel-
lion. Azerbaijan also perceives Iran 
as existential threat, which makes it 
a natural ally to Israel. This balance 
of power deprives Israel of room for 
maneuver in the South Caucasus. But 
the conflict between Ankara and Je-
rusalem in itself continues to gener-
ate much speculation about the possi-
ble consequences for the region. This 
growing divergence in geostrategic 
standpoints between Turkey and Is-
rael puts a great deal of pressure on 
the Azerbaijani-Israeli relationship 
by making it contingent upon the co-
operation between Iran and Armenia. 

But given current the strengthening 
of the Russia-Armenia-Iran axis, it 
is unlikely that Armenia will change 
its foreign policy in the foreseeable 
future, despite the increased Western 
pressure to break its relations with 
Iran.

At the same time, Azerbaijan is deep-
ening its political and strategic rela-
tions with Israel in order to improve 
its public image in the United States, 
by using the resources of the Jewish 
lobby in the U.S. Congress and the 

upcoming presidential elections. This 
lobbying campaign will eventually 
translate into American diplomatic 
and political support for Azerbaijani 
national causes such as the fate of Na-
gorno-Karabakh. This trend became 
even clearer after Turkey signed the 
2009 Swiss Protocols with Armenia, 
which ignored the fate of the occu-
pied Azerbaijani territories. Azer-
baijan was extremely disappointed 
by Turkish foreign policy in the 
South Caucasus after Ahmet Davu-
toglu became Foreign Minister, and 
launched the “zero problems” policy, 
which included Armenia. This in turn 
prompted Azerbaijan to distance it-
self from Turkey; at the same time, 
Israeli policy became more closely 
aligned with Azerbaijani national 
interests. The Azerbaijani leadership 
intends to reach out to the American 
public and the Armenian lobby in or-
der to change diplomatic dynamics in 
seeking a resolution to the Nagorno-
Karabakh problem, within the politi-
cal framework of the preservation of 
territorial integrity, and committing 
to grant a high level of autonomy to 
the Armenian community of the Na-
gorno-Karabakh.  

Israel has on many occasions con-
firmed that it is a reliable partner to 
Azerbaijan in regard to the Nagorno-
Karabakh conflict. In adhering to the 
policy of supporting the territorial 
integrity of Azerbaijan, consecutive 
Israeli governments have confirmed 
this principle, and Israel will not rec-
ognize the Nagorno-Karabakh self-
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proclaimed entity. During his recent 
visit to Baku, Avigdor Lieberman 
said: “We support the territorial in-
tegrity of Azerbaijan and support a 
peaceful solution to the conflict. We 
hope that the conflict will be resolved 
fairly.” 
 
Azerbaijan’s Dilemma

The departure of U.S. troops from 
Iraq, completed on December 18, 
2011, left the vacuum that was imme-
diately filled by Iran and its political 
proxies, the Shia parties and the Iraqi 
President Al-Maliki. The expanding 
relations between Azerbaijan and Is-
rael worry Iran, because the Islamic 
Republic realizes that its small oil-
rich neighbor, which has quickly 
grown in international stature, has 
the capacity to undermine the Mol-
lahs’ regime stability by igniting 
domestic protests by the largest Ira-
nian majority, Azeri Turk. There are 
an estimated 25 to 30 million ethnic 
Azerbaijanis in Iran. Azerbaijan has 
served as a magnet for the national-
ist aspirations of marginalized Azeri 
Turks; moreover there is a historical 
precedent: in 1945, an Azerbaijani 
Democratic Republic, supported by 
the Soviet troops, was proclaimed 
in northern Iran.   Since Azerbaijan 
gained independence in 1992, Iran 
has been watching Azerbaijani’s 
increasing economic and military 
strength. In a move that has further 
soured Iran-Azerbaijan relations, Iran 
has developed robust cooperation 
with Christian Armenia, while Arme-

nian troops are occupying 20 percent 
of Azerbaijan’s territory. Azerbaijan, 
as a sovereign state, has been rapidly 
building its military potential in order 
to recover its occupied region of Na-
gorno-Karabakh by all legal means.  
The purchase advanced weapons 
systems from Israel for the reported 
sum of $1.6 billion has raised the 
temperature in the pressure-cooker of 
the Azerbaijani-Iranian relationship.5 
This information was published in 
the Israeli media, without concern for 
Azerbaijan, sandwiched between the 
threatening shadow of Iran, its south-
ern neighbor, and a former Russian 
imperial master to the north. Azerbai-
jan, a close friend of the United States 
and Israel in the Caucasus, wants to 
avoid being directly involved in the 
Western confrontation with Iran. At 
the same time, Azerbaijan’s close-
ness with Israel angers Iran, which 
since the Islamic Revolution of 1979, 
has identified the Jewish state as the 
“Little Satan”, while the role of the 
“Great Satan” is assigned to the Unit-
ed States.   

Amidst increasing international iso-
lation and the looming threat of an 
5   Israel inks $1.6 billion arms deal with Azerbaijan By 
AMY TEIBEL | Associated Press – Sun, Feb 26, 2012. 
http://news.yahoo.com/israel-inks-1-6-billion-arms-deal-
azerbaijan-150647547.html

Azerbaijan’s closeness with Is-
rael angers Iran, which since 
the Islamic Revolution of 1979, 
has identified the Jewish state as 
the “Little Satan”.
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American/Israeli or combined strike 
against Iranian nuclear facilities, Iran 
has accused Azerbaijan of threatening 
Iranian security and providing facili-
ties to non-regional actors, implicat-
ing Israel. The international commu-
nity, led by the United Nations, has 
accused Iran, based on an IAA report, 
of enriching uranium in an effort to 
create a “break-out” nuclear capabil-
ity with a view to building nuclear 
weapons. The Azerbaijani authori-
ties responded by sending a delega-
tion led by Azerbaijan’s Minister of 
Defense Safar Abiyev to explain the 
Azerbaijani view on this issue and 
prevent increased tensions between 
the two neighbors. 

History of Bilateral Relations

A diplomatic triumph achieved by 
Israeli president Shimon Peres dur-
ing his June 28 - July 1 visit to Azer-
baijan in 20096, followed by several 
meetings with Israel’s Foreign Min-
ister, have brought Israel closer to the 
status of regional player in this geo-
politically important and resource-
rich region with its predominantly 
Muslim population. In the context of 
the instability that grips Iran under 
the Mollahs’ regime, whose nuclear 
ambitions threaten global security, 
Israel’s success seems even more 
striking. Israel has actively sought 
to establish friendly and cooperative 
relations with Azerbaijan and other 
Muslim states in the post-Soviet 

6  Alexander Murinson, “Peres proves a hit in Azerbaijan,” 
Jerusalem Post, July 6, 2009.

space. Israeli-Azerbaijani relations 
serve as a model for cooperation 
between the Jewish state and Mus-
lim nations. Israel sought to estab-
lish close strategic relations with the 
Muslim countries of Eurasia, because 
the developments in this geopolitical 
region profoundly affect the stability 
of the Middle East, due to its terri-
torial proximity and the size of the 
predominantly Muslim population 
of Central Asia and Azerbaijan. The 
threats of Islamic radicalism and ter-
rorism also unite Israel with the elite 
and secular middle class in this na-
tion. The natural riches of the region 
make cooperation with these nations 
even more attractive. 

Azerbaijan established strategic 
cooperation with Israel in the mid-
1990s. Twelve years ago, in August 
1997, Israeli Prime Benjamin Netan-
yahu visited Baku to meet with the 
late President Heydar Aliyev. During 
this visit, both leaders discussed the 
threats posed by Iran, and the pos-
sibility of Israeli-Azerbaijani intel-
ligence cooperation.7 In the intermit-
tent years, the strategic relationship 
has flourished out of the limelight.8 
The Israeli defense industries have 
provided artillery, anti-tank and anti-
infantry weapons to Azerbaijan. Isra-
el’s Mossad began active cooperation 
with Azerbaijani security services.9 A 
7  “Netanyahu Meets with President of Azerbaijan in Baku,” 
Israel Line, August 29, 1997, available at http://fas.org/irp/
news/1997/970829-il.htm

8  Ilya Bourtman, “Israel and Azerbaijan’s Furtive Embrace,” 
Middle East Quarterly, Summer 2006, pp. 47-57.

9  Jane’s Defense Weekly, Oct. 16, 1996.
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Mossad Station was created and led 
by Michael Ross in Baku in 1998-
2000.10 As a result, a group of al-Qae-
da operatives, who masterminded the 
1998 U.S. Embassy bombings in Tan-
zania and Kenya on August 7, 1998, 
were arrested later that year in Baku. 
Among the arrested was Ahmed Sal-
ama Marzouk, a top-three command-
er in al-Qaeda directly responsible to 
Osama Ben Ladin’s deputy Ayman al 
Zawahiri.11

Azerbaijan is enmeshed in a frozen 
conflict with Armenia over the self-
proclaimed Republic of Nagorno-
Karabakh. In view of the unresolved 
conflict with Armenia, Azerbaijan is 
pursuing a major program of mod-
ernization of its armed forces. Azer-
baijan is also connected through its 
history, culture and religion with 
Iran. Despite its public declaration of 
support of Azerbaijan’s demands for 
territorial integrity, Iran maintains 
friendly relations with Armenia and 
supplies it with critically important 
fuel, natural gas. In fact, Iran up-
graded its relationship with Armenia 
to the level of strategic partnership in 
2006. In July of that year, Armenia 
and Iran signed a multi-million deal 
that involves connecting the energy 
grids of both countries.12 Armenia 
and Iran have agreed in particular to 
press on with the implementation of 
10  Michael Ross, The Volunteer: The Incredible True Story of 
an Israeli Spy on the Trail of International Terrorists (Skyhorse 
Publishing, 2007) )pp.217-225.

11  Ibid.

12  Emil Danielyan, “Armenia Deepens Ties with Embattled 
Iran,” Eurasia Insight, July 28, 2006

more energy projects in addition to 
the ongoing construction of a pipe-
line that will pump Iranian natural 
gas to Armenia. 

Azerbaijan is concerned about the 
growing threat of Iranian state-spon-
sored terrorism. The Azerbaijani au-
thorities perceive the export of Islam-
ic revolution as an existential threat. 
Baku’s growing engagement with Is-
rael raises ire in the Islamic Republic. 
The recent indictment in Baku of a 
terrorist cell sponsored and financed 
by the Iran’s Revolutionary Guards 
(Sepah-e Pasdaran) is a case in point. 
The members of the terrorist cell, 
which included Lebanese and Azer-
baijani citizens, had planned attacks 
on the Israeli Embassy and the Ga-
bala Radar Station, and were indicted 
on July 3, 2009.13 Iran’s Azerbaijani 
population (by some estimates as 
high as 25 million) serves as a source 
of tension between the two coun-
tries due to the threat of irredentism. 
Azerbaijan also faces Iranian claims 
on some of its oil fields as a result 
of Iran’s refusal to acknowledge the 
division into equally large sectors of 
13  “My gotovu vzorvat posolstvo Izrailya”, Zerkalo, July 4, 
2009 .

Despite its public declaration of
support of Azerbaijan’s de-
mands for territorial integrity, 
Iran maintains friendly rela-
tions with Armenia and supplies 
it with critically important fuel, 
natural gas.
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the territorial waters of the Caspian 
Sea, the status of which is still unre-
solved due to lack of mutual agree-
ment among coastal states. These 
Iranian territorial claims in the Cas-
pian Sea cause significant concerns 
in Baku. The shared threat perception 
projected by Iran makes Azerbaijan 
and Israel natural allies.

The Iranian authorities responded 
to the Israeli strategic presence in 
Azerbaijan with a campaign of in-
timidation. Since Ilham Aliyev came 
to power in 2003, Iranian high offi-
cials have paid several visits to Baku 
carrying threats to the Azerbaijani 
authorities. A group of high-ranking 
military officers visited Baku in Au-
gust 2004 and urged Azerbaijan to 
observe the following conditions in 
exchange for the improvement of 
Azerbaijani-Iranian relations, both in 
general and in particular in relation 
to the disputed exploitation rights of 
the Caspian resources. The Iranians 
demanded that Azerbaijan (a) shut 
down an alleged Israeli intelligence 
station in the country, and evict Is-
raeli agents there; (b) dismantle the 
electronic listening stations that the 
Israelis had allegedly set up along the 
Caspian and the Iranian border; (c) 
cease receiving Israeli military and 
intelligence officers.14 On May 21, 
2009, in the wake President Shimon 
Peres’ visit, the Iranian Chief of Staff 
Hasan Firudabadi made public threats 
directed at Azerbaijan. He referred to 
14  See “Iran Bullies Israel’s Strategic Friends- with Eye on 
Washington,”,Debkafile Special Report, August 22, 2004.

the Israeli president’s visit as an “in-
correct step.” He added: “The Shi-
mon Peres visit does not seem like a 
friendly step in Azerbaijani relations 
with Iran.”15

Since 2006, Israel has increased its 
military profile in the South Cauca-
sus. Israel supplied advanced mili-
tary hardware and trained the Geor-
gian Special Forces before the 2008 
August War.16 In particular, Israel’s 
military technology gave a qualita-
tive edge to Georgian reconnaissance 
capabilities with the use of Israeli-
made Hermes Unmanned Aerial Ve-
hicles (UAVs). Shortly following the 
war against its neighbor, Azerbaijan 
agreed to buy a new consignment of 
military hardware from Israel in Sep-
tember 2008. On September 26, the 
Israeli daily Haaretz reported that 
Azerbaijan was going to purchase 
Israeli weapon systems, including 
ammunition and mortars, and mili-
tary radio equipment worth hun-
dreds of millions of dollars.17  But 
the most important breakthrough in 
Azerbaijani-Israeli strategic coop-
eration came during the Israeli presi-
dent’s visit in June. The Director of 
15  Alexander Murinson, “A Welcome New Stage in 
Azerbaijani-Israeli Ties,” Jerusalem Post, June 17, 2009.

16  “Russia: Izrail pytalsya vooruzhit Gruzity do zubov,” 
Mignews, August 19, 2008.

17  Yossi Melman, “Israel and Azerbaijan close multi-million 
dollar arms deal,” Haaretz, September 26, 2009.

Since 2006, Israel has increased 
its military profile in the South 
Caucasus.
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Aeronautics Defense Systems Avi 
Leumi, who was a member of the 
Israeli delegation that accompanied 
Shimon Peres, signed a contract with 
the Azerbaijani government to build 
a factory that would produce UAVs 
under Israeli license in Azerbaijan.18 

The 2008 War in the Caucasus

In an unusual twist of events caused 
by the Russian attempt to re-estab-
lish control in the Caucasus, Turkey 
found it expedient to accommodate 
Russia, because the West did not 
step in to defend Georgia. Further-
more, Turkey, Baku’s erstwhile ally, 
is under the government of Recep 
Tayyip Erdogan making diplomatic 
moves towards re-opening the border 
with Armenia. This border has been 
closed since the Armenian occupa-
tion of 20 percent  of the Azerbaijani 
territory, and thus Azerbaijan feels a 
sense of betrayal. Turkey’s less than 
firm commitment to the restoration of 
full territorial integrity has damaged 
relations with Azerbaijan. As the re-
sult, Baku is seeking alternative stra-
tegic partners that could strengthen 
the projection of its military power. 
Azerbaijani leadership on many oc-
casions has indicated that if the inter-
national community tries to impose 
an unjust solution to the Karabakh 
question, Azerbaijan might resort 
to military means to recover its ter-
18  According to the Israeli ambassador Arthur Lenk, it took 
two years to prepare this agreement.   See “During Shimon 
Peres’ visit a contract was signed to build a UAV’s plant,” 
MIGnews.com, September 27, 2009.

ritory. This intention is reflected in 
the nation’s defense spending. Azer-
baijan has steadily increased its mili-
tary capabilities over the last several 
years. Its fragile position in the event 
of a Turkish-Armenian agreement 
appears only to have encouraged this 
trend, with a 30 percent increase in 
its already high military spending in 
2009, reaching $3.5 billion in 2012. 

Turkish Gambit

The precarious state of bilateral re-
lations, indeed the open hostility of 
Ankara towards Israel after 2008, 
puts Azerbaijan as Turkey’s close 
strategic partner, into an unenviable 
position. Whereas the circumstances 
compel the young Caucasian state to 
side with one country or the other, 
Azerbaijan wisely employs a prag-
matic approach in relations with both. 
So far, Azerbaijani diplomacy has 
successfully managed these tensions. 
Behind the scenes, Azerbaijan serves 
as a “backchannel” for off-the-record 
exchanges between the two former 
close allies. The head of the Azerbai-
jani Center for Euro-Atlantic Coop-
eration Sulhaddin Akper commented 
on this complex dynamic on October 
13, 2011: “The deterioration of the 
bilateral relations does reflect inter-
ests of both countries, and it is not in 
Azerbaijan’s interest. So, Azerbaijan 
must act in cooperation with Turkey, 
on the one hand, but on the other 
hand, the government must convince 
Israel that Baku is ready to contribute 
to alleviation of the tensions.”
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In September 2011, Azerbaijani di-
plomacy passed its first test in conflict 
management. The Turkish ambassa-
dor to Azerbaijan called on Baku to 
stand beside Ankara in its diplomatic 
struggle against Israel and “recon-
sider” its relations with the Jewish 
State, a Persian-language US-based 
website reported on September 25, 
2011. According to the report,  Am-
bassador Hulusi Kilic said that Israel 
should take into account “possible 
problems” with the oil pipeline that 
crosses from Azerbaijan to Turkey, 
and also supplies oil to Israel. He did 
not go into further details.19

The Baku–Tbilisi–Ceyhan pipeline 
supplies 10 to 20 percent of Israel’s 
oil. A similar amount is supplied to 
Israel by Kazakhstan, through the 
same pipeline that crosses through 
Turkey. Responding to the Turkish 
ambassador’s comments, Ambassa-
dor to Baku Michael Lavon Lotem 
said that third-party interests should 
not be allowed to affect strategic re-
lations between Jerusalem and Baku. 
Azerbaijan has become an important 
strategic asset for Israel’s security 
and foreign affairs. In 2010, trade be-
tween the two countries totaled more 
than $2 billion – more than double 
the trade between Azerbaijan and 
19  Dudi Cohen, “Turkey to Azerbaijan: Stand with us against 
Israel”, Ynetnews.com, September 25, 2011, available at http://
www.ynetnews.com/articles/0,7340,L-127332,00.html .

Turkey. Baku has yet to issue a re-
sponse to the Turkish ambassador’s 
remarks, but at the time, the head of 
the Azeri Press Office told the local 
radio station that Azerbaijan hopes 

the “crisis between Israel and Turkey 
ends soon.”

Israel is weighing its options, includ-
ing a military one, against Iran. The 
Israeli leadership concluded that a 
nuclear Iran would present the “ex-
istential” threat.  Considering the 
airstrike, Israel obviously takes into 
account the interests and concerns of 
its allies, including Azerbaijan, but 
the decision will be primarily driven 
by Israeli strategic calculations. Is-
rael can inflict an air strike or a series 
of strikes against Iran on its own, but 
the Israeli army will conduct land op-
erations only within a coalition, most 
likely lead by NATO alliance, with 
possible participation of Saudi Ara-
bia, and the other Gulf States. In this 
eventuality, Turkey will fall in line as 
a member of NATO. The same can be 
said for Azerbaijan, if other Muslim 
countries join the fight. In this case, 
we are likely to see Israel and Tur-
key as equal coalition partners. In the 
meantime, Israel is consulting with 
its allies to square all the details. This 
type of consultation could be one of 
the reasons behind Lieberman’s visit 
to Azerbaijan, Another important 
development in the Israeli domestic 
politics affecting the decision to at-
tack Iran was a last minute flip-flop 
in the declared national elections, 
projected to take place in Septem-

The Baku–Tbilisi–Ceyhan pipe-
line supplies 10 to 20 percent of 
Israel’s oil.
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ber 2012 The all-night discussion 
between Prime Minister Benjamin 
(“Bibi”) Netanyahu and the leader of 
the Opposition, the head of Kadima 
party Shaul Mofa, resulted in forma-
tion of National Unity government. 
This political move by the Israeli 
leadership makes a military opera-
tion against Iran more rather than less 
likely.

Conclusion

Due to its geographic position, Azer-
baijan, being sandwiched between 
Russia and Iran, needs to tread care-
fully between the interests of these 
regional powers. However, the eco-
nomic muscle gained in the last two 
decades as the result of the opening 
of its petrochemical resources to the 
Western markets has made it possible 
for Azerbaijan to become the central 
power in the Caucasus. Israel has 
strategic interests in forming close 
ties with the South Caucasian states, 
especially Azerbaijan. 

Azerbaijani strategists also perceive 
the Islamic regime in Tehran as an 
“existential” threat.  This historical 
animosity and mutual suspicion is not 
new. Rather, these negative percep-
tions by both countries are the result 
of historical claims on Azerbaijani 
lands by Iran. At the same time, Iran 
feels threatened by a growing threat 
of separatism in two Azerbaijani 
provinces in the north-west. There 
are an estimated twenty to thirty mil-
lion Azeri Turks living in Iran, but 

who increasingly identify with the 
independent Azerbaijani state.   

By changing the region’s fragile mili-
tary balance, Azerbaijan would be in 
a better position to push its justifiable 
demands for the restoration of Nago-
rno-Karabakh to Azerbaijani sover-
eignty.  The participation of Israel’s 
Aeronautics Defense Systems, the 
world’s leading manufacturer of re-
connaissance and combat UAVs will 
give Azerbaijan a qualitative edge 
over its potential adversaries. This 
also opens new horizons for mili-
tary technology transfers from Israel 
to Azerbaijan and for Azerbaijan in 
becoming a supplier to the regional 
weapons market. Israel gains an im-
portant customer in a critical region, 
which in turn opens up a real possibil-
ity that Azerbaijan will become a hub 
of Israeli presence in the Caucasus on 
par with Georgia. In strategic terms, 
Israel sees Azerbaijan as a balanc-
ing power in its own growing contest 
with Turkey for superiority in the 
Black Sea and the Eastern Mediter-
ranean. But possible military opera-
tion against Iran is likely to reshuffle 
all regional cards. This operation by a 
Western military coalition will force 
Turkey to mend its realtions with Is-
rael.
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* Onnik Krikorian is a freelance photojournalist and writer based in Yerevan. He is also the Caucasus editor for 
Global Voices Online, a leading citizen media site founded in 2004 at Harvard University’s Berkman Center for 
Internet and Society. 

Onnik 
Krikorian* 

Parliamentary 
Elections in 

Armenia
The article examines the Armenian parliamentary 
election of 6 May 2012, have important significance 
for ruling party for international support after brutal 
2008 presidential elections which resulted bloody post-

election wake. Author argues that Parliamentary elections since 1995 being 
marred by accusations of fraud, the last manifestation of the parliament was 
not heavily controlled by pro-government forces, however, coming less than 
a year before the incumbent president will seek re-election to a second term 
in office, the 6 May vote can best be seen as a precursor to the presidential 
election early next year.

While observing attitudes before the elections, author give credit that what 
more interest to election watchers for this year’s parliamentary election was 
the potential rivalry between the two main governing parties, HHK and BHK. 
After the elections, most widely publicized incidents  was  that temporary ink 
stamps in the passports of citizens who had voted disappeared in less than 
an hour rather than the 12 hours they should remain visible and opposition 
and civil society groups claimed that this was evidence that multiple voting 
was taking place. Even elections hasn’t changed power balance  in Parlia-
ment drastically, main discussion since the vote has instead been whether 
Sargsyan’s re-election bid next year will be challenged by the former presi-
dent Kocharian which linked BHK and who its candidate might be with some 
speculating that Robert Kocharian might attempt a return to power in 2013.



190 

As the first national elections 
since the bitterly disputed 
2008 presidential vote1  which 

left 10 people dead and hundreds in-
jured in its wake, the parliamentary 
elections held in Armenia on 6 May 
2012 were considered a crucial test 
for the country’s fragile democratic 
process. Not only were the 131 seats 
to be contested in the National As-
sembly at stake, but so too was the 
country’s international reputation. 
Even so, because parliamentary elec-
tions have always been calmer and 
the electorate less interested and en-
gaged than during presidential votes, 
few expected any major develop-
ments, and the ruling Republican 
Party (HHK) of Armenian President 
Serzh Sargsyan desperately needed 
a positive assessment from interna-
tional observers and foreign gov-
ernments. Others hoped for at least 
some improvement in terms of both 
the conduct of the vote as well as the 
division of power in the National As-
sembly.

While the last parliamentary elec-
tions held in May 20072 were con-
sidered a ‘step forward’ by interna-
tional observers, the Organization for 
Security and Cooperation in Europe 
(OSCE) Office for Democratic Insti-
tutions and Human Rights (ODIHR) 
body nonetheless concluded that “the 
stated intention by the Armenian au-
1  Presidential Election, 19 February 2008, OSCE/ODIHR 
http://www.osce.org/odihr/elections/armenia/presidential_2008

2 Parliamentary Elections, 12 May 2007 OSCE/ODIHR http://
www.osce.org/odihr/elections/armenia/parliamentary_2007

thorities to conduct an election in 
line with OSCE commitments and 
international standards was not ful-
ly realized.” Eager to see progress 
in attempts to normalize relations 
with neighboring Turkey and in the 
long-running conflict with Azerbai-
jan over Nagorno-Karabakh, it was 
of paramount importance for the in-
ternational community that any new 
government be considered legitimate 
by the electorate. 

The Structure and Stakes of the Ar-
menian Parliament

The Armenian National Assembly 
is elected once every five years and 
consists of 131 seats, of which 90 are 
determined on a proportional party 
list basis with the remaining 41 de-
cided under a majoritarian system in 
single-mandate constituencies. With 
elections since 1995 marred by accu-
sations of fraud, the last parliamen-
tary composition was heavily domi-
nated by pro-government forces. The 
HHK, led by Sargsyan, managed to 
gain 64 seats while Prosperous Ar-
menia party (BHK) headed by Gagik 
Tsarukian, a former world arm wres-
tling champion believed to be close 
to former President Robert Kochar-
ian and likely the country’s richest 
man, held 18.

Minor pro-government parties such 
as the Armenian Revolutionary Fed-
eration-Dashnaktsutyun (ARF-D) 
held 16 seats and the Orinats Yerkir 
(OYP) party nine. All four formed a 
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coalition government, although the 
ARF-D left in 20093 after internal 
and very vocal disagreements over 
the now stalled normalization pro-
cess between Armenia and Turkey, 
via two protocols intended to estab-
lish diplomatic relations and to open 
a border closed in 1993. In the parlia-
ment elected in 2007, the only oppo-
sition seats were held by the Heritage 
Party, led by Armenian-American 
Raffi Hovannisian, independent Ar-
menia’s first foreign minister. The 
Heritage Party had seven seats with-
in the National Assembly and was 
the only genuine - albeit ineffective 
- counter balance to overwhelming 
government control.

Seventeen seats were also held by 
nominally non-partisan candidates, 
but in reality these were mainly busi-
nessmen from single-mandate con-
stituencies with close links to the 
authorities. Today’s opposition Ar-
menian National Congress (HAK), 
a collection of minor political par-
ties in opposition to the government, 
formed by Armenia’s first president, 
Levon-Ter-Petrossian, did not ex-
ist as an opposition force until later 
the same year when those parties 
contesting the 2007 parliamentary 
vote failed to pass the five percent 
threshold for representation as par-
ties, or seven percent for political 
blocs and thus united in opposition to 
the government under one umbrella. 
As a result, the last parliament can be 
3  Dashnaks Quit Armenia’s Ruling Coalition, RFE/RL http://
www.armenialiberty.org/content/article/1616799.html

viewed for the most part as a mecha-
nism to rubber stamp presidential de-
cisions.  

Public Mistrust & Skepticism

Because of this, although 63 per-
cent of respondents said they ‘fully 
trusted’ the president, with 16 per-
cent ‘somewhat trusting’ him, a 2011 
household survey4 by the Caucasus 
Resource Research Centers (CRRC) 
showed trust in the parliament to be 
much lower, at just 16 and 28 percent 
respectively.  Moreover, according 
to the same survey, only 12 percent 
of respondents considered the 2008 
presidential election to have been 
conducted completely fairly, with 35 
percent believing they were only ‘to 
some extent’ fair.  That largely fits 
with what many analysts consider to 
be a continuing trend, where much of 
the electorate feels itself effectively 
disenfranchised, and which itself cre-
ates an environment for vote-buying 
to flourish. 

“There were reasons to expect that 
the 2012 elections could represent 
a break with this unfortunate tradi-
tion,” commented Mikayel Zolyan,5 
4 Caucasus Barometer, CRRC http://www.crrccenters.org/
caucasusbarometer/overview/

5  Armenia’s Parliamentary Elections: A Step Forward or a 
Wasted Opportunity?, Mikayel Zolyan, CAD 
http://www.res.ethz.ch/analysis/cad/

“There were reasons to expect 
that the 2012 elections could 
represent a break with this un-
fortunate tradition”
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a Yerevan-based political analyst and 
political scientist. “As the political 
situation in Armenia had been show-
ing signs of change during recent 
years, there were grounds for opti-
mism,” he continued, referring to the 
2011 release of political prisoners 
jailed following the 2008 clashes and 
attempts by the government and ex-
tra-parliamentary opposition to calm 
existing tensions by entering into dia-
logue. Therefore, coming less than a 
year before the incumbent president 
will seek re-election to a second term 
in office, the 6 May vote can best be 
seen as a precursor to the presidential 
election early next year.

A New Political Landscape

If 2008 was defined by the return of 
Ter-Petrossian to politics in Septem-
ber the previous year, by 2011 the 
popularity of the extra-parliamentary 
ANC had waned and few political 
commentators considered it a politi-
cal force to be reckoned with in the 
May vote. Although opinion polls 
are often controversial, and are for 
the most part distrusted by the pub-
lic, it is worth mentioning that pub-
lic opinion polls prior to the elec-
tion suggested that the ANC would 
only attract around seven percent of 
the vote, barely squeezing past the 
threshold for political blocs to enter 
parliament, but not enough to seri-
ously challenge the government. 

Instead, what was of greater interest 
to election watchers for this year’s 

parliamentary election was the po-
tential rivalry between the two main 
governing parties, HHK and BHK.  In 
2007, for example, this competition 
manifested itself in the form of bomb 
attacks on two Prosperous Armenia 
campaign offices6 in Yerevan, though 
the Republican Party denied respon-
sibility. This rivalry has become more 
evident over the past year, not least 
when Vartan Oskanian, for ten years 
the foreign minister under Robert Ko-
charian, joined its ranks just weeks 
before the election. “Clearly there is 
a serious rivalry between the parties, 
and the deepening and intensifying 
conflict within the ruling coalition 
continues to define the country’s pre-
election period,” remarked Richard 
Giragosian, the Director and founder 
of the Yerevan-based Regional Stud-
ies Center (RSC).7

“In line with developments through-
6  Armenia: Election Campaign Gets Off To Uneasy Start 
http://www.rferl.org/content/article/1075967.html

7 Parliamentary Elections Yet Another Test for Democracy in 
Armenia, Onnik Krikorian 
http://araratmagazine.org/2012/03/parliamentary-
elections-2012/

“In line with developments 
throughout 2011, the most sig-
nificant political issue contin-
ues to be the significant clash 
within the progovernment coali-
tion itself, replacing the more 
traditional past political conflict 
between the opposition and the 
government”
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out 2011, the most significant politi-
cal issue continues to be the signifi-
cant clash within the pro-government 
coalition itself, replacing the more 
traditional past political conflict be-
tween the opposition and the govern-
ment,” he said in an interview with 
the author. “As the pre-election pe-
riod intensifies, this conflict between 
the Republican and Prosperous Ar-
menia parties can only be expected to 
escalate.”

And escalate it did, with various 
disputes reported as Election Day 
approached. Not only did the two 
parties compete for the support of 
teachers and parents by distributing 
gifts and flowers in schools and kin-
dergartens on International Women’s 
Day in March; the rivalry became 
noticeable elsewhere. For example, 
the BHK-affiliated Mayor of Ijevan, 
Vartan Ghalumyan, accused his HHK 
predecessor of attempting to paralyze 
the legislative body governing the ad-
ministrative center of the Armenia’s 
North Eastern Tavoush region. There 
were also violent clashes reported 
between supporters of both parties in 
the second largest city of Gyumri8 and 
just days before the election in Masis.  
 
According to media reports9, tradi-
tional law enforcement officers were 
supported by large numbers of armed 
8 Police Probe ‘Pre-Election’ Violence In Gyumri, RFE/RL 
http://www.armenialiberty.org/archive/
english/20120403/1089/1089.html?id=24536536

9  Special squad soldiers, helicopter in Massis: tension grows 
on threshold of elections, Tert 
http://tert.am/en/news/2012/05/04/masis-incident/

special police troops and helicopters. 
In such an environment, other parties 
contesting the vote, including the op-
position ANC, could be considered 
as fairly low-profile. The opposition 
held significantly fewer opposition 
rallies and did much less campaign 
advertising. The atmosphere was also 
calmer than in previous years, with 
no major confrontations between 
government and opposition forces. 
Instead, reports of widespread vote 
bribery began to circulate, indicating 
that money rather than threats and 
intimidation would likely determine 
the election’s outcome, with Tsaruky-
an’s Multi Group company even gift-
ing 500 tractors during the campaign 
period and the Republican Party ex-
ploiting its extensive administrative 
resources in the public sector. 

“[...] the campaign was marked by 
lack of confidence by the public and 
many stakeholders in the integrity of 
the electoral process and allegations 
of electoral malpractice, especially 
vote buying.  The misuse of admin-
istrative resources, including human 
resources of education-sector em-
ployees, violated the Electoral Code 
and contributed to an unequal playing 
field for political contestants, contra-
vening paragraph 7.7 of the OSCE 
1990 Copenhagen Document,” the 
OSCE/ODIHR reported in its final 
report 10 published on 26 June.

Moreover, while acknowledging 
10 Parliamentary Elections, 6 May 2012, OSCE/ODIHR http://
www.osce.org/odihr/elections/88247
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that the pre-election campaign “was 
peaceful, despite some instances of 
use of inflammatory language and 
four violent incidents between sup-
porters of different parties,” it also 
added that “public confidence in the 
integrity of the electoral process re-
mained a serious challenge.” Indeed, 
on 2 April, the U.S. Ambassador to 
Armenia, John Heffern, lamented 
the resulting widespread apathy in 
society and what he termed an ‘at-
mosphere of pessimism and despair.’ 
“Those who want to build democracy 
in Armenia can’t stop with statements 
about what ‘they’ should do,” RFE/
RL quoted him as saying.11 “Instead, 
Armenians should […] make their 
voices heard and establish and utilize 
mechanisms that deter fraud and hold 
government accountable. […] impa-
tience can also be debilitating if it 
slides into apathy and cynicism.”

Some Progress

Despite such concerns, there were 
grounds for some hope, at least in 
comparison to previous elections. 
“The media overall met their obliga-
tion to provide free and paid airtime 
and ensure nondiscriminatory con-
ditions and unbiased news cover-
age of contestants during the official 
campaign period,” OSCE/ODIHR 
noted while noting that there was still 
some bias in favor of ‘certain parties’ 
“which contradict the principle of un-
biased coverage set by the Electoral 
11  U.S. Envoy Laments ‘Apathy,’ Urges More Civic Activism 
In Armenia, RFE/RL 
http://www.azatutyun.am/content/article/24535390.html

Code, and cases where campaign ma-
terials produced by parties were pre-
sented as news items by some private 
broadcasters, which undermined the 
credibility and independence of me-
dia reporting and deprived viewers of 
independent reporting.”

Of more alarm to civil society and 
the parties challenging the ruling Re-
publicans was the electoral roll. With 
the 2011 census putting the popula-
tion at 3,285,000, of which 2,871,509 
were living in the country, 2,485,844 
had been identified as eligible to 
vote despite the widespread belief 
that the number of resident citizens 
is significantly lower. Such concerns 
were reinforced by media reports. 
Eurasianet, for example, reported 12 
that one Facebook user shared his 
concerns about an improbably large 
number of residents at one address. 
“Edgar Tamaryan posted about the 
apparently unusually spacious flat 
after finding it on a list of registered 
voters on the national police website; 
all of the supposed voters hailed from 
Georgia’s ethnic Armenian village of 
Nardevan. The police claimed the 
entry was “a mistake” that they had 
somehow overlooked.”

When the Passport and Visa Depart-
ment of the Armenian Police did in-
vestigate the situation, the number of 
eligible voters was reduced by just 
3,000 to 2,482,593, leading to further 
allegations that absentee votes would 
12  Armenia: Flying the Flag of Facebook for Power to the 
People - and the Politicians 
http://www.eurasianet.org/node/65260
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be manipulated in order to secure 
victory for the ruling HHK. This may 
have been why this year’s parlia-
mentary election saw the emergence 
of previously unthinkable alliances. 
On 6 April, for example, the BHK 
and the ANC, along with ARF-D 
and Heritage, announced the creation 
of a ‘joint headquarters’ to combat 
electoral violations However, there 
was little other evidence of coopera-
tion aimed at limiting the possibility 
of government fraud. In fact, on 19 
April, Heritage withdrew from the 
arrangement, although it did support 
an appeal to the Constitutional Court 
on 28 April by the BHK and ARF-D 
to publish the names of citizens that 
did vote. The request was rejected the 
day before the election. 

But Limited Outcomes

Meanwhile, any hope that policies 
and ideologies might win out over 
personalities and rivalries in this 
year’s elections was soon dashed 
with the vote proving no different 
than previous years. Indeed, notes 
Zolyan, this was especially true for a 
campaign that from the outset looked 
to be run mainly between the HHK, 
made up of government-connected 
businessmen and bureaucrats, and 
the BHK. “Debates about economic 
and social problems or the challenges 
of reform were not central issues in 
the campaign. Rather, the most im-
portant issue in the 2012 elections 
was whether the ruling Republican 
Party would gain an absolute major-

ity in the parliament, or whether it 
would be forced to form a coalition 
with other parties to form a govern-
ment,” he wrote. 

The Weak Link to Foreign Policy

Foreign policy also took a backseat, 
even if critics of the government al-
lege perceived international support 
for Sargsyan and the Republican Par-
ty in return for breakthroughs in rela-
tions with Azerbaijan and Turkey. In 
fact, neither were main issues during 
the pre-election campaign, in contrast 
to the 2008 presidential election when 
Ter-Petrossian sought to gain support 
by alleging a government ‘sellout’ to 
Azerbaijan on Karabakh.  Instead, 
a LINKS analysis13 considered that 
the “2012 Armenian parliamentary 
elections are very much focused on 
domestic politics. The economy, Ar-
menia’s declining population, crime 
and corruption, and broader issues 
related to governance, dominate the 
discussions. It is a combat of ideas, 
but more a combat of personalities.” 

“[…] Armenian political forces have 
withdrawn into their comfort zone of 
rhetoric offering the electorate little 
choice, and worse, offering few in-
dications as to how they are going 
to deal with an issue that is likely to 
come to a head in one way or another 
during the course of the next parlia-
ment,” it continued. “ […] In truth 
13 2012 Armenian Parliamentary Elections: (5) For Armenian 
Political parties, Karabakh remains the elephant in the room, 
LINKS http://links-dar.org/2012/04/22/2012-armenian-
parliamentary-elections-5-for-armenian-political-parties-
karabakh-remains-the-elephant-in-the-room/
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none of the politicians want Kara-
bakh to become an issue in the cur-
rent election campaign because this 
will require them to give answers 
which they don’t have, or prefer not 
to disclose.”

The International Crisis Group also re-
ferred to Karabakh in its report14 on the 
parliamentary election, noting the criti-
cal importance of a clean vote. “After 
May’s parliamentary elections, Arme-
nia is preparing for a pivotal presiden-
tial vote in 2013 that will determine 
whether it has shed a nearly two-de-
cade history of fraud-tainted elections 
and put in place a government with the 
legitimacy to implement comprehen-
sive reform and resolve its problems 
with Azerbaijan,” the Executive Sum-
mary of its report read. 

Nonetheless, despite the allega-
tions of vote-buying during the pre-
election campaign, the atmosphere 
on Election Day was calmer than in 
previous years, with fewer reports 
14 Armenia: An Opportunity for Statesmanship, International 
Crisis Group 
http://www.crisisgroup.org/en/regions/europe/south-caucasus/
armenia/217-armenia-an-opportunity-for-statesmanship.aspx

of ballot-box stuffing, although that 
is not to say that fraud did not occur 
or that there were no other problems. 
“For the first time in ten years, all 
Central Electoral Commission mem-
bers signed its final protocol without 
reservations,” commented the Cauca-
sus Institute’s Alexander Iskandary-
an.15 “It is, how ever, clear that ballot 
stuffing or vote count manipula tion 
were not significantly instrumental 
in this election. The action was else-
where.” 

In one of the most widely publicized 
incidents,16 for example, reports first 
shared on Facebook identified that 
temporary ink stamps in the pass-
ports of citizens who had voted dis-
appeared in less than an hour rather 
than the 12 hours they should remain 
visible. The opposition and civil soci-
ety groups claimed that this was evi-
dence that multiple voting was taking 
place. Such accusations were to be 
more loudly voiced when the Central 
Elections Commission (CEC) an-
nounced the final results. 

A Landslide Victory

The ruling HHK increased the num-
ber of its seats in the Armenian Par-
liament to 69 while BHK managed 
37. Meanwhile, the extra-parliamen-
tary opposition ANC managed a to-
ken representation in the National 
15  Armenian Elections: Technology vs. Ideology, By Alexander 
Iskandaryan, CAD 
http://www.res.ethz.ch/analysis/cad/

16 Social Media and Armenia’s 2012 Parliamentary Elections, 
Onnik Krikorian, CAD 
http://www.res.ethz.ch/analysis/cad/

In fact, neither were main issues 
during the pre-election cam-
paign, in contrast to the 2008 
presidential election when Ter-
Petrossian sought to gain sup-
port by alleging a government 
‘sellout’ to Azerbaijan on Kara-
bakh.
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Assembly with seven seats, and for-
mer coalition members OYP and the 
ARF-D six each. Heritage also man-
aged five seats.17 Nevertheless, the 
BHK and even the ANC announced 
they would take up their mandates. 
This was a move previously unthink-
able in the years following the 2008 
presidential election although Ter-
Petrossian notably did not take up 
his.  Some analysts suggest that the 
former president’s interest in politics 
is waning following a decline in sup-
port since the 2008 vote. Indeed, of 
greater significance was the fact that 
the BHK chose not to form a new co-
alition government with its previous 
partners, instead deciding to position 
itself as a new opposition force, even 
if their political identity in the eyes of 
the public remains somewhat at odds 
with this goal. 

“The overall result is that the big 
parties got bigger and the small par-
ties got smaller,” wrote Iskandaryan, 
“The two largest parties combined 
now have over 80% of the seats in 
parliament. “Meanwhile, the main 
challenges to Armenia’s political life 
persist. Armenia’s political system is 
poorly developed; political parties 
are either elite groups or electoral 
machines, largely passive in-between 
elections. Business is strongly inte-
grated with politics. The biggest chal-
lenge of all is that Armenia’s citizens 
are not looking for meaningful po-
17  Vote 2012: Election body publishes final results, 
ArmeniaNow 
http://www.armenianow.com/vote_2012/38032/parliamentary_
elections_central_election_commission_final_results

litical paradigms […]. This being so, 
it is logical for a citizen to sell their 
vote for a bag of potatoes or cave in 
to economic pressure.”

Yet, while those parties challenging 
the HHK did at least promise to com-
bat corruption, reduce taxes, increase 
social benefits, and create new jobs, 
the governing party did attempt to 
address some significant concerns 
by assuring voters that government-
linked businessmen, especially those 
monopolizing key areas of the econ-
omy, would not enter parliament on 
their party ticket. In reality, however, 
it was business as usual with those 
figures running again for the HHK, 
albeit on the majoritarian ticket, 
claiming that they had handed over 
control of commercial activity to 
close family members such as their 
wives18 and sons.19

The issue of Armenia’s oligarchs, how-
ever, was still significant one month 
after the elections when three military 
doctors dining at a restaurant owned 
by HHK MP, businessman, and Arme-
nian Football Federation President Ru-
ben Hayrapetyan were severely beaten 
by Hayrapetyan’s bodyguards.20 One 
18 To new parliament with old oligarchs: Despite President’s 
assurances, businesspeople still on election lists http://
armenianow.com/vote_2012/36786/armenian_may_
parliamentary_elections_oligarch

19 Business as Usual: Oligarchs line up for National Assembly 
seats, Armenia Now 
http://www.armenianow.com/news/vote_2012/35339/
parliamentary_elections_2012_businessmen_majoritarian_
vote

20 Tycoon Denies Role In Severe Beating, RFE/RL 
http://www.armenialiberty.org/archive/
english/20120619/1089/1089.html?id=24619451
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of them, Vahe Avetyan, later died from 
his injuries.21 Hayrapetyan was even-
tually forced to resign his parliamenta-
ry seat on 3 July 22 after public protests 
in the capital. Public outrage still lin-
gers, with demonstrations continuing 
at the time of writing, now calling for 
his prosecution. 

Despite the generally positive assess-
ments by OSCE/ODIHR, the Europe-
an Union, and the U.S. regarding the 
conduct of the election, in contrast 
to previous votes, international ob-
servers notably avoided commenting 
on whether the 2012 parliamentary 
election met international standards 
for democracy. “[...], in spite of [...] 
positive changes, “ remarked Zolyan, 
“the elec tions of 2012 hardly repre-
sented a move in the direc tion of gen-
uine democracy. The campaign was 
affected by widespread vote-buying 
and pressure on the voters, inflated 
voter lists, accusations of multiple 
voting and other shortcomings.” 

Inside Armenia, however, the main 
discussion since the vote has instead 
been whether Sargsyan’s re-election 
bid next year will be challenged by 

21  Doctor Dies After Yerevan Restaurant Assault, RFE/RL 
http://www.armenialiberty.org/archive/
english/20120629/1089/1089.html?id=24630525

22  Embattled ‘Oligarch’ Quits Parliament Over Deadly 
Violence, RFE/RL 
http://www.armenialiberty.org/archive/
english/20120703/1089/1089.html

the Kocharian-linked BHK and who 
its candidate might be. With some 
speculating that Robert Kocharian 
might attempt a return to power in 
2013, while others suggest that it will 
be Vartan Oskanian, post-election 
developments continue to be linked 
to next year’s vote. A criminal case 
has been already been opened by the 
National Security Service (NSS) over 
alleged money-laundering by Os-
kanian through his Civilitas Founda-
tion, a think-tank with its own online 
media presence that was increasingly 
critical of the government ahead of 
the May parliamentary elections. 

Of course, many observers consider 
the case to be politically motivated 
and linked to a possible BHK chal-
lenge against Sargsyan and the HHK 
in next year’s presidential election. 
“The fact that this would happen at 
this time in the political calendar is 
troubling,” American Ambassador 
Heffern told RFE/RL.23

23  U.S. Envoy Questions Criminal Case Against Oskanian, 
RFE/RL 
http://www.azatutyun.am/content/article/24614746.html

“The overall result is that the 
big parties got bigger and the 
small parties got smaller”
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* Report prepared by Husrev Tabak, Senior Editor of Caucasus International

Caucasus 
under review 

recently published books
March-June 2012 

The recently launched books on the Caucasus and for-
mer Soviet territories listed below offer academic in-
sights on key regional issues, including such pressing 
matters as democratization, state rivalry, ethnic and 

territorial conflicts, and energy economics. 
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The transformation of former 
socialist republics into demo-
cratic and liberal states has oc-

cupied national governments and the 
international community for the past 
two decades. Institutional reconstruc-
tion of these states has been followed 
by adoption of international norms 
and standards in economic and social 
spheres. Fine-tuning of bureaucrat-
ic, economic, and social systems to 
liberal values and policies has been 
smooth in some countries, notably 
the Eastern European states that have 
now gained EU membership. How-
ever, in countries such as Georgia, 
Kyrgyzstan, Ukraine, and Belarus, 
liberal values have been transmitted 
among citizens, and their importance 
recognized, but ultimately state struc-
tures remain rooted in non-liberal 
practices. The result is autocratic and 
undemocratic governments presiding 
over a series of popular protests, due 
to uneven power sharing. 

The circumstances surrounding post-
Soviet nation building have paved the 
way for civilian resistance through-
out the former communist states of 
Eastern Europe, Caucasus, and Cen-
tral Asia. The world has watched as 
the color revolutions of first 2003 
(the Georgian Rose Revolution), then 
2004 (the Ukrainian Orange Revolu-
tion), and 2005 (Kyrgyzstan’s Tulip 
Revolution) erupted, non-violent ini-
tiatives to resist and change oppres-
sive and autocratic regimes. 

The first book under review address-

es these revolutions, their triggers, 
and their consequences. Lincoln 
A. Mitchell suggests in The Color 
Revolutions that these revolutions 
are the continuation of the dissolu-
tion of communist systems, arguing 
that these events are in one sense, not 
real revolutions. The initial expecta-
tions about the possible outcomes of 
those civilian uprisings, to Mitchell, 
were not about substantial democrat-
ic change. Rather, they later became 
democratizing responses to nondem-
ocratic regimes. These characteris-
tics of the color revolutions render 
the protests complex reflections of 
both continuity and radical change. 
Mitchell also explores the reasons 
behind the failure of revolutions in 
Azerbaijan and Belarus in 2005 and 
2006. The Color Revolutions pro-
vides a comprehensive account of 
democratic uprisings across the for-
mer communist countries, as well as 
examining whether there is any kind 
of revolutionary blueprint that could 
be exported to other autocratic coun-
tries. In this manner, the book opens 
up a debate about the global impact 
of the post-Communist revolutions. 
In addition, the book explores the role 
of the great powers and their attitudes 
towards the process of democratiza-
tion. For example, the U.S. was the 
chief propagator of democratic ideals 
and governance, while Russia was 
the counter balancing actor backing 
autocratic governments. 
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Another book, Great Games, Local 
Rules: The New Great Power Con-
test in Central Asia, gives historical 
accounts of the great power involve-
ments along the Central Asia axis. Al-
exander Cooley of Columbia Univer-
sity investigates the ways small states 
interact with great powers in the re-
gion. He calls the competition for 
influence in the region a new “great 
game”, through which U.S., Russia, 
and China, during the post-9/11 era, 
have sought to increase their reach. 
From a geopolitical perspective, 
Cooley looks at the regime survival 
of local states and the interplay be-
tween them, alongside the great pow-
ers in terms of multipolar politics and 
geopolitical competition throughout 
the region. An excellent complement 
to Great Games, Local Rules, Andrei 
P. Tsygankov’s new book on Russian 
foreign policy examines Russia’s po-
sition. Further insights on Russia’s 
global power position and its rela-
tions with the former Soviet states are 
provided in Maria Raquel Freire and 
Roger E. Kanet’s edited book, “Rus-
sia and its Near Neighbours”, which 
offers a well-informed and stimulat-
ing analysis of Russia’s fraught rela-
tionship with its near neighbors. 

Narrowing our perspective to the 
central Eurasian mainland, the South 
Caucasus, Ohannes Geukjian of 
the American University of Beirut, 
gives a historical survey of the Soviet 
Union’s nationalities policy and the 
post-Soviet legacies across the re-
gion. Geukjian argues that it was the 

Soviet policies of nationality which 
strengthened, sharpened, and crystal-
lized ethnic and national boundaries 
within the region. He cites this as a 
cause of regional conflicts, such as 
the overlapping national claims on 
Nagorno-Karabakh between Azer-
baijan and Armenia. The book, in 
general, aims to offer a historical 
and detailed account of the Nagorno-
Karabakh conflict by addressing the 
Soviet nationalities policy and ethno-
territorial federalism. 

Our final book under review, Beyond 
the Resource Curse, illuminates the 
relationship between natural wealth 
and economic performance in re-
source-rich countries. The contribu-
tors of the edited volume demon-
strate that the more energy-exporting 
states rely on their natural resources 
wealth, the worse their performance 
in the areas of economic develop-
ment and good governance. The au-
thors, Brenda Shaffer and Taleh Zi-
yadov (eds), call this the “resource 
curse”. Beyond the Resource Curse 
demonstrate how instability in ener-
gy markets and excessive economic 
dependency on natural resources ruin 
and imperil good governance and 
economic security.
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The Color Revolutions 

By Lincoln A. Mitchell, Columbia Uni-
versity, U.S. University of Pennsylvania 
Press, May 2012, 256 pp. 

From late 2003 through mid-2005, 
a series of peaceful street protests 
toppled corrupt and undemocratic 
regimes in Georgia, Ukraine, and 
Kyrgyzstan and ushered in the elec-
tion of new presidents in all three 
nations. These movements—collec-
tively known as the Color Revolu-
tions—were greeted in the West as 
democratic breakthroughs that might 
thoroughly reshape the political ter-
rain of the former Soviet Union. Yet, 
as Lincoln A. Mitchell explains in 
The Color Revolutions, it has since 
become clear that these protests 
were as much reflections of continu-
ity as they were moments of radical 
change. Not only did these move-
ments do little to spur democratic 
change in other post-Soviet states, 
but their impact on Georgia, Ukraine, 
and Kyrgyzstan themselves was quite 
different from what was initially ex-
pected. To Mitchell, the Color Revo-
lutions are best understood as phases 
in each nation’s long post-Commu-
nist transition: significant events, to 
be sure, but far short of true revo-
lutions. The Color Revolutions ex-
plores the causes and consequences 
of all three Color Revolutions iden-
tifying both common themes and na-
tional variations. Mitchell’s analysis 
also addresses the role of American 

democracy promotion programs, the 
responses of nondemocratic regimes 
to the Color Revolutions, the impact 
of these events on U.S.-Russian rela-
tions.

Great Games, Local Rules: 
The New Great Power 
Contest in Central Asia
By Alexander Cooley, Columbia Univer-
sity, U.S. Oxford University Press, June 
2012, 272 pp.

The struggle between Russia and 
Great Britain over Central Asia was 
replaced by a new “great game” 
among pitting America, aggressive 
Russia, and resource-hungry China. 
In Great Games, Local Rules, Al-
exander Cooley, one of America’s 
most respected international rela-
tions scholars, explores the dynamics 
of the new competition for control of 
the Central Asia since 9/11. All three 
great powers have crafted strategies 
to increase their power in the area, 
which includes Afghanistan and the 
former Soviet republics of Turkmeni-
stan, Uzbekistan, Kyrgyzstan, and 
Kazakhstan. Each nation is pursuing 
important goals: basing rights for the 
US, access to natural resources for 
the Chinese, and increased political 
influence for the Russians. However, 
overlooked in all of the talk about this 
new great game is fact that the Cen-
tral Asian governments have proven 
themselves critical agents in their 
own right, establishing local rules 
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for external power involvement that 
serve to fend off foreign interest. As 
a result, despite a decade of intense 
interest from the United States, Rus-
sia, and China, Central Asia remains 
a collection of segmented states, and 
the external competition has merely 
reinforced the sovereign authority 
of the individual Central Asian gov-
ernments. A careful analysis of how 
small states interact with great pow-
ers in a vital region, Great Games, 
Local Rules greatly advances our 
understanding of how global politics 
actually works in the contemporary 
era.

Russia and the West from 
Alexander to Putin: Honor in 
International Relations
By Andrei P. Tsygankov, Kings College 
London, UK, Cambridge University Press, 
June 2012, 324 pp.

Since Russia has re-emerged as a 
global power, its foreign policies have 
come under close scrutiny. In Russia 
and the West from Alexander to Pu-
tin, Andrei P. Tsygankov identifies 
honor as the key concept by which 
Russia’s international relations are 
determined. He argues that Russia’s 
interests in acquiring power, security 
and welfare are filtered through this 
cultural belief and that different con-
ceptions of honor provide an organiz-
ing framework that produces policies 
of cooperation, defensiveness and 
assertiveness in relation to the West. 

Using ten case studies spanning a 
period from the early nineteenth cen-
tury to the present day - including 
the Holy Alliance, the Triple Entente 
and the Russia-Georgia war - Tsy-
gankov’s theory suggests that when it 
perceives its sense of honor to be rec-
ognized, Russia cooperates with the 
Western nations; without such recog-
nition it pursues independent policies 
either defensively or assertively.

 
Russia and its Near Neighbours 

By Maria Raquel Freire of University 
of Coimbra, Portugal and Roger E. Ka-
net of University of Miami, U.S. (eds) 
Palgrave Macmillan, June  2012, 320 pp. 
 
Russia has recently re-emerged as 
the dominant political, economic 
and military actor in former Soviet 
nations. Kanet and Freire bring to-
gether a stellar cast of contributors 
to consider Russia’s recent return as 
a major regional and international 
actor and its likely future policy to-
ward its neighbors. The book traces 
not only the new geopolitical ten-
sions but also some of the fundamen-
tal policy issues, notably the politics 
of energy, the domestic drivers of 
Russian foreign policy, and the vari-
ous security dilemmas faced by in-
dividual states. The volume brings 
together an impressive collection of 
authors, each one an expert in their 
respective fields. Taken together, this 
is a state of the art analysis of de-
velopments in post-Soviet Eurasia, 
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and thus an important contribution 
to a region that is assuming ever-
greater importance in world politics. 

Ethnicity, Nationalism and 
Conflict in the South Cauca-
sus: Nagorno-Karabakh and 
the Legacy of Soviet Nation-
alities Policy
By Ohannes Geukjian, American Univer-
sity of Beirut, Lebanon Ashgate, January 
2012, 264 pp.

This book examines the underlying 
factors of the Nagorno-Karabakh 
conflict in the South Caucasus from 
1905 to 1994, and explores the ways 
in which issues of ethnicity and na-
tionalism contributed to that conflict. 
The author examines the historiogra-
phy and politics of the conflict, and 
the historical, territorial and ethnic 
dimensions which contributed to the 
dynamics of the war. The impact of 
Soviet policies and structures are 
also included, pinpointing how they 
contributed to the development of 
nationalism and the maintenance of 
national identities. The book firstly 
explores the historical development 
of the Armenian and Azerbaijani na-
tional identities and the overlapping 
claims to the territory of Nagorno-
Karabakh. The author goes on to 
assess the historical link between 
ethnicity and territorial location as 
sources of ethnic identification and 
conflict. He examines how identity 
differences shaped the relations be-

tween Armenians and Azerbaijanis 
during the different phases of conflict 
and presents a detailed historical ac-
count of Soviet nationalities policy 
and ethno-territorial federalism – the 
basis of which ethnic relations were 
conducted between governing and 
minority nations in the south Cau-
casus. This invaluable book offers 
students and scholars of post Soviet 
politics and society a unique insight 
into the causes and consequences of 
this long-standing conflict.

Beyond the Resource Curse

By Brenda Shaffer and Taleh Ziyadov 
(Eds), University of Pennsylvania Press, 
20111*, 512 pp.

When countries discover that they 
possess large deposits of oil and natu-
ral gas, the news is usually welcome. 
Yet, paradoxically, if they rely on 
their wealth of natural resources, they 
often set down a path of poor eco-
nomic performance and governance 
challenges. Only a few resource-rich 
countries have managed to develop 
their economies fully and provide a 
better and sustainable standard of liv-
ing for large segments of their popu-
lations. This phenomenon, known as 
the resource curse, is a core challenge 
for energy-exporting states. Beyond 
the Resource Curse focuses on this 
relationship between natural wealth 
1 Although this book was published in 2011, we wanted to 
bring it to our readers’ attention, given its relevance.
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and economic security, discussing 
the particular pitfalls and consistent 
perils facing oil- and gas-exporting 
states. The contributors to this vol-
ume look beyond the standard fields 
of research related to the resource 
curse. They also shed new light on 
the specific developmental problems 
of resource-rich exporting states 
around the globe, including Azerbai-
jan, Bahrain, Cambodia, East Timor, 
Iran, Norway, Russia, Trinidad and 
Tobago, the United Arab Emirates, 
and Venezuela. Beyond the Resource 
Curse shows that the constant volatil-
ity in energy markets creates energy 
security challenges for exporters as 
well.
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The political and economic dy-
namic of geographic space 
encourages states to ascribe 

to themselves a geopolitical mean-
ing that evidences their necessity and 
indispensability to the world at large. 
This is particularly true of smaller 
states;  however, only very few of 
them have a realistic outlook, and are 
able to maintain a successful politi-
cal/economic strategy concomitant to 
their geopolitical position. This need 
to be indispensable and geographi-
cally central becomes especially im-
portant in conflict zones and areas of 
turmoil. Among those, Azerbaijan 
comes forth as a rare example of a 
territorially small but geopolitically 
indispensable state, due to its loca-
tion at the intersection of Eurasian 
secure gas supply, logistic, trade, and 
transportation. The Azerbaijan Dip-
lomatic Academy recently launched 
Taleh Ziyadov’s timely book, “Azer-
baijan as a Regional Hub in Central 
Eurasia”. The book offers a fresh in-
terpretation of Eurasian geopolitics 
and the non-oil economic develop-
ment of Azerbaijan.

Ziyadov explores Azerbaijan’s geo-
politically-driven goal of becom-
ing an “intra- and inter-continental 
hub”. As he demonstrates, the moti-
vation behind this goal is a vision of 
Azerbaijan as a “commercial bridge 
between east and west, north and 
south”. Thus as a long-term develop-
ment strategy, Azerbaijan is keen to 
become the “Dubai of the Caspian” 
within the space of two decades. In 

view of this, the country has launched 
a number of infrastructure projects 
those require a stable political and 
economic environment within the 
country and throughout the region. 
The Kars-Akhalkalaki-Tbilisi-Baku 
railway project, for instance, is de-
signed not only to connect Georgia-
Turkey-Azerbaijan; beyond this re-
gional basis, the project represents 
a geo-economic and geopolitical 
driver to create a rail corridor be-
tween China and Europe via Azerbai-
jan. In a similar vein and in tandem 
with its large-scale infrastructural 
investments, Azerbaijan is investing 
in the modernization of the country’s 
international highways, establishing 
sea trade ports, building new air-
ports, and  even founding Free Eco-
nomic Zones. The grand strategy to 
rebuild the country’s economy and 
infrastructure to develop its non-oil 
economic sector requires a unified 
and transformative approach. This 
approach involves coherent and co-
ordinated management of economic 
and infrastructural investment and 
development projects.  

Ziyadov’s thoughtful narration of this 
unique unified and transformative ap-
proach is comprised of four chapters, 
each  one of which fully elaborates 
on the book’s central lines of enqui-
ry: trade, infrastructural investment, 
transportation, and free economic 
zones. 

The first chapter deals with Eurasian 
trade routes and international trade 
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actors. The chapter begins by pin-
pointing Azerbaijan’s specific geo-
economic and geo-political location 
and the flow of trade arrows in Eur-
asia. The author presents Azerbaijan 
as almost the only secure corridor 
between the EU and China, India, 
and ASEAN countries respectively, 
through which the goods of all kinds 
can pass back and forth safely. This is 
what Ziyadov calls “looking beyond 
energy”, and to him, this illustrates 
the non-oil economic development 
future of Azerbaijan. 

The second chapter reviews the pres-
ent condition of transportation and 
logistics facilities in Azerbaijan, con-
cluding that the country has a reliable 
network of motorways, railways, 
maritime transportation ports, logis-
tic markets, and air passenger and 
cargo transportation facilities. Based 
on existing of geopolitical and infra-
structural facilities, Ziyadov offers 
realistic accounts of future develop-
ment. This evaluation of the current 
circumstances enables the reader to 
visualize the whole picture in terms 
of transportation, logistics, and eco-
nomic ̀ corridors`. This chapter, final-
ly, clarifies the geo-economical and 
geo-political categories into which 
Azerbaijan falls, and uses this in-
formation to draw links between the 
trade and logistics capabilities of the 
country.

The third chapter surveys the coun-
try’s free economic zone develop-
ment strategies. The country per-

ceives construction and the uphold-
ing of free zones as a crucial step 
toward alternate oil-based economic 
development and in embarking on 
non-oil economic growth. Strategic 
planning comes forth as the primary 
and preliminary step to be taken by 
the country, whilst, argues Ziyadov, 
the existing operation models must 
be developed. Nonetheless, port de-
velopment and management process-
es along with the modes and forms of 
entrepreneurial involvements (such 
as the scope of privatization) fea-
ture among the main challenges. The 
chapter reviews these courses of ac-
tions with reference to the New Baku 
International Sea and Trade Port at 
Alyat. 

The final chapter deals with the free 
economic zone and port development 
provisions of the country. Placing 
free economic zone development at 
the heart of Azerbaijan’s future non-
oil economic development and recon-
struction strategy, the chapter offers a 
road map to success. To Ziyadov, this 
success is heavily dependent on the 
political will and commitment of the 
president of Azerbaijan to the com-
prehensive vision drawn up over the 
last few years. In tandem with the ex-
ecutive, entrepreneurial participation 
and faith in the vision of Azerbaijan 
as an intra- and inter-continental hub 
by 2030 is also required.

Taleh Ziyadov, in Azerbaijan as a Re-
gional Hub in Central Eurasia, pro-
vides a detailed development strategy 
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for the country. By taking into con-
sideration the politics and economy 
of geographic space, Ziyadov offers 
a reinterpretation of territorial space 
and power. In the meantime, through 
the inclusion of current and antici-
pated infrastructural conditions, the 
book puts forth a grounded explora-
tion of sustainable economic devel-
opment in Azerbaijan. Ziyadov does, 
however, disregard the regional polit-
ico-military balances, distortions, and 
turmoil that could ruin the processes 
of sustainable economic develop-
ment. The prevailing dependency be-
tween development and stability, and 
the contingency of long-run econom-
ic growth on political peace and non-
war psychology require analysis of 
the regional cooperation and opportu-
nities for peace that this hub strategy 
would create. Aside from this point, 
the study offers a satisfying account 
of unilateral and multilateral invest-
ments and plans for transforming an 
oil dependent economy to a non-oil 
developed economy.

Azerbaijan as a Regional Hub in 
Central Eurasia

Taleh Ziyadov, Baku: Azerbaijan 
Diplomatic Academy, 2012.
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     Notes for Contributors

Caucasus International (CI) is a semi-academic journal that seeks to provide a global 
perspective on issues affecting the Caucasus neighborhood, looking at the role of the region 
in international contexts and policymaking in and on the area. CI encourages contributions 
from policymakers, area specialists, political activists, and diplomatic professionals along 
with academics from different countries and backgrounds.

CI embraces an editorial review and online submission systems. Authors should submit their 
manuscript online, via editor@cijournal.org. Authors are responsible for ensuring that their 
manuscripts conform to the journal style. Submissions must be in Microsoft Word or Word 
for Mac formats. The submissions must be in English and the spelling (American) should 
be consistent throughout. Articles should be between 3,000–6,000 words and must include 
a 200-word abstract with 3-5 keywords. The text must be double-spaced, with the full title 
and affiliation of the author. Please discuss with the Editor beforehand if you wish to extend 
beyond the suggested length or would like to submit a shorter contribution. Please avoid 
repetition. It is highly recommended that non-native English speakers have their articles 
proofread before submission. We do not include References or End Notes sections.

All notes should appear as footnotes and provide full citations. References should contain 
the full name of the author, title of the work, and publication date. If the cited work is an 
article in a journal or edited book, the page numbers should be included. Abbreviations and 
capitalizations should be consistent throughout the text. The use of full stops in lower case 
abbreviations is necessary (as in et al., ibid., ed.). However please avoid using this type of 
punctuation in capitalized abbreviations (as in UN or Washington, DC), with the exception 
of the abbreviation for the United States of America (U.S.). Foreign language words or terms 
should be italicized. Headings should be flush left, using upper case. The Editorial team 
prefers dates within the article to be given as follows: 1 June 2010, 1990s, 21st century, mid-
18th century, 1991–2001. Finally, please use single quotation marks for direct quotations and 
double quotation marks for quotations within direct quotations.

The author is responsible for guaranteeing that the manuscript is original work, and not under 
consideration by any other publication(s) at the time of submission. If the submission is 
accepted for publication, a Consent to Publish form will be sent to the author, whereby the 
author will transfer copyright to Caucasus International.

For permission to reprint or translate articles, please contact editor@cijournal.org
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Subtopics:
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- Paradigm Lost? Transitions and the Search for a New Regional   
 Order in Eurasia
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 Political Environment? 
- The Future of Turkish-Russian Relations
- Russia’s ‘Eurasian Union’ Project and Post-Soviet Countries 
- NATO and CSTO in Central Asia: Moving to a New Paradigm? 
- Future of Russian Military Bases in Central Asia 
- Eurasian integration - a new paradigm 
- How to navigate the challenges of open borders and security in   
 Eurasia

Prospective authors should submit 3.000-6.000 word articles for consideration 
in Microsoft Word-compatible format. For the full details about the journal see 
the Notes for Contributors section or feel free to contact the editors. Articles 
submissions should be sent in electronic format to: editor@cijournal.org 

The primary goal of Caucasus International is to foster stimulating dialogue 
and exchange of ideas on the Caucasus and beyond among practitioners, 
researchers and theorists from the region itself and abroad. The Publishers and 
Editors accept only the responsibility of giving authors a chance to express 
differing analyses to engage in intellectual debate. Manuscripts submitted to 
CI should be original and challenging, and should not be under consideration 
by another publication at the time of submission.
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