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Abstract. The article considers the problems of divisive lines, separating nations and
diminishing prospects of shared prosperity in South Caucasus. Following the collapse of the Soviet
Union and the resultant independence for Armenia, Azerbaijan and Georgia, the South Caucasus
has primarily been associated with conflicts, hostility, military actions, closed borders. The article
highlights the causes of problems and directions for their solutions. An assessment of the
development potential of the South Caucasus’and tendencies of establishing a stable and secure
space with broad prospects for economic cooperation in the region based on geopolitical and geo-
economic opportunities is made. Arguments are based on variety of different factors, such as the
facts that the region has inexhaustible transit and tourist potential, important natural resources of
international significance, and an educated, relatively cheap labour force. Attemps are made to
resolve issues such as prospects for the South Caucasus to become an attractive region, determined
desirable further actions of the regional states and external players (Russia, United States of
America, European Union) which are necessary to achieve a result. Expanding European
principles, standards and criteria for cooperation in the South Caucasus is the most realistic way
for the three states to achieve shared success. Nothing better has been offered in practice with
respect to international regional cooperation. The future of the South Caucasus primarily depends
on the three states themselves, their ability and vision, the capacity to observe the overall picture of
regional developments and assist each other, and shared activity in order to help the population of
the states perceive a new reality. The stable and integrated South Caucasus will make a serious
contribution to the security system in a broader regional context and will bring greater stability in
adjacent areas.

Key words: international conflicts, security system, regional stability, international
cooperation, geopolitical opportunities.

Anomauin. Y cmammi po3ensioaromscs npodiemu po3medicy8anibHux Ninill, nooiny Hayitl i
SHUJICEHHs nepcnekmue npoysimanus oepxcas Iliedennoco Kaexazy. Ilicis posnady Paosancvkoco
Coro3sy i 3000ymms Hezanexcnocmi Bipmenicio, Azepbaiioscanom i I pysieto [lisoennuti Kaexas, 6
neputy uepey, cmae acoyiro8amucs 3 KOHQIIKMamu, 0poxcicmio, IUCbKOBUMU OIAMU | 3AKPUMUMU
Kopoonamu. Y cmammi uceimieno npudunyu maxkoi cumyayii i Hanpsamku 015 ix eupiwenns. /lana
oyinka nomenyiany posseumky Iliscoennoco Kasxazy i menoenyiti cmeopenHs cmabilbHO2O |
be3neunozco npocmopy 3 WUPOKUMU NePCNeKMUBAMU eKOHOMIYHO20 CNIBPOOIMHUYMEA 8 pelioHi Ha
OCHOBI 2eONONTMUYHUX [ 2€0EKOHOMIYHUX MONCIUBOCIEU. ApeyMenmu 3aCHO8aHI HA Oe3nidi pi3HUX
gaxmopis, ceped AKUX HACMYNHI: pe2ioH B0100IE HEeBUUEPNHUM MPAHZUMHUM [ MYPUCTIUYHUM
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NOMEHYIANOM, BANCTUBUMU NPUPOOHUMU PECYPCAMU  MIHCHAPOOHO20 3HAYEHHSA [ O0C8iUeHOI0,
BIOHOCHO Oeutegoro pobouoio cunoi. Busnaueno nanpsamxu nooanvuux 0iti depocas Ilisoennozo
Kasxkasy i 306niwmnix epasyis (Pocia, Cnonyueni [lImamu Amepuxu, €sponeticokuii Cor3) 3 memoio
nepemeopenns llieoennoco Kaskazy 6 npusabiusuii pezioH. BnpoeaoddiceHHs €8poneticbKux
npuHyunis, cmarnoapmie i kpumepiis cnienpayi na Iliedennomy Kaexasi - Hatlbinbw peanvHutl wiisx
ons 0ocsienenns yenixy. Cmabinvruil i inmeeposanuil Ilisoennuii Kaexasz énece ceptiosnuil 6Hecox 8
cucmemy besnexu 8 pecioHaIbHOMY KOHMeKCmI I npuHece cmabiibHICMb 8 Npuieaii pecioHu.

Knrowuosi cnosa: misxcnapooni kongrikmu, cucmema desnexu, pecioHaibHa cmabiibHiCmb,
MICHAPOOHE CNIBPOOITMHUYMBO, 2e0NONIMUYHT MONCTUBOCHII.

Aunomayus. B cmamve paccmampusaromcs npobiemvl  pasz0enumenbHulX  JIUHUL,
pazoenenus Hayuil U ymeHbuleHus nepcnekmus ooujeco npoysemanus na FOxcnom Kaexase. Ilocne
pacnaoa Cosemcxoco Corsza u obpemenus Hezagucumocmu Apmenuell, Azepbauioxcanom u
I'pyszuei FOxcuovuii Kaskasz, 6 nepgylo ouepedb, cman dacCOyUUpPOBAmMbCsi € KOHQOAUKMAMU,
8PANCOEOHOCBIO, BOCHHLIMU OeliCMEUAMU U 3aKpblMbIMU epaHuyamu. B cmamve oceewjenvl
NPUYUHBL MAKOU CUMYAYUU U HANPAasieHus 015 ux peutenus. Jana oyeHka nomeHyuaia pa3eumus
FOorcnoco Kasxaza u menOenyuii cozoanusi cmaduibHo20 U 0e30naAcHO20 NPOCMPAHCMBA ¢
WUPOKUMU ~ NEPCHEKMUBAMU  IKOHOMUUECKO20 — COMPYOHUYECm8d 6 pecuoHe HAa  OCHO8e
2€ONONUMUYECKUX U 2e0IKOHOMUUECKUX BO3MONCHOCMEN. Ap2yMeHmbl OCHOBAHbL HA MHOJHCECHEe
PA3IUYHbIX  (hpakmopos, cpedu KOMOpuIX credyioujue: pecuon obraoaem Heucuiepnaemvim
MPAH3UMHBIM U MYPUCIIUYECKUM — NOMEHYUAIOM,  BANCHbIMU  NPUPOOHBIMU  pPecypcamu
MENCOYHAPOOHO20 3HAYEHUsT U 00pPA308AHHOU, OMHOCUMENbHO Oeuwesol pabouell CUloU.
Onpedenenvl Hanpasnenus oanvHeuwux oeticmsuil cocyoapcms IOicnoco Kaskaza u eHewHux
uepokos (Poccus, Coedunennvie [lImamer Amepuxu, Eeponeiickuti Coto3) ¢ yenvio npespaujerus
FOorcnoco Kaskasa 6 npuenekamenvhulil pecuon. Buedpenue esponetickux npunyunos, cmanoapmos
u xpumepues compyonuvecmeéa Ha FOxcnom Kasxaze - naubonee peanvbHulii nymv Oas mpex
eocyoapcme 01 docmudcenusi ooweeo ycnexa. Cmadbunvuvii u unmeepuposannwvili FOichHwiii
Kaskasz enecem cepvesnwiii 6k1a0d 6 cucmemy 6Oe3onacHocmu 6 6onee WUPOKOM DeLUOHANbHOM
KOHmeKcme u npuHecem cmadouilbHOCMb 8 npuie2aroujue pecuoHbl.

Knrwoueswie cnosa: mesxcoynapoonvie KOHGAUKMbL, cucmema 0e30nacHoCmu, pecUuoHAIbHAA
CMAOULHOCb, MEHCOYHAPOOHOE COMPYOHUYECTBO, 2eONOIUMUYECKUE 803MONCHOCIU.

The main text of article. Geographically, the South Caucasus is undoubtedly a region with
well defined natural borders, its space being covered by three independent states — Georgia,
Armenia and Azerbaijan.

In the course of its 25 years of independence, the South Caucasus lost the chance, unlike the
Baltic states, to establish a stable and secure space with broad prospects for economic cooperation.
Just the opposite happened, with the emergence of divisive lines, separating nations and
diminishing prospects of shared prosperity. Can this tendency be turned round? One shouldn’t
underestimate reality. Nevertheless, there is still a chance to ensure a joint contribution to the
region’s prosperity and sustainable development.

If one does not take the conflicts into account, a simple glance at the map and assessment of
the of the South Caucasus’ potential is enough to make it clear that there are very few regions that
possess such immense geopolitical and geo-economic opportunities. In addition, the region has
inexhaustible transit and tourist potential, important natural resources of international significance,
and an educated, almost 100% literate, relatively cheap labour force. In other words, all the
necessary factors are in place for the South Caucasus to succeed and to occupy, as a region, a
worthy place in international relations networks and to respectively ensure average European living
standards for a population with sustainable prospects of further improvement.

Unfortunately, no such positive tendencies can be traced. Following the collapse of the
Soviet Union and the resultant independence for Armenia, Azerbaijan and Georgia, the South
Caucasus has primarily been associated with conflicts, hostility, military actions, closed borders
(this happens in the 21st century), tensions and negative expectations. Why is this happening?
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Could this have been avoided earlier and what should be done to disallow such developments from
happening again in the future? Do the three South Caucasian states have a vision, the political will
and resources to reverse this situation?

Many publications are devoted to these questions. Almost all authors agree that the South
Caucasus is an arena where the interests of major regional and global scale players clash - players
who, in pursuing their goals, are guided by their own values and principles of cooperation.
Naturally, they affect the development of the situation in a different manner, either motivating
regional cooperation and opening up new prospects for the South Caucasus, or else pushing it
deeper into the swamp of confrontation and inciting hatred.

What are the prospects for the South Caucasus to become an attractive region and tap into
the virtually unlimited potential it possesses, which, until now, has largely gone with the wind?
What should the states of the South Caucasus do to achieve this and how can external players
influence this process? This study is a modest attempt to answer these complicated questions.

What did we lose in the past and what can we gain in future?

The South Caucasus is a champion of lost opportunities. Three countries — Armenia,
Azerbaijan and Georgia — could have created unique conditions for common development, allowing
them to capitalise on their a) lucrative geopolitical and geostrategic location, b) rich natural
resources, ¢) well educated and comparatively cheap labour force, d) good understanding of mutual
problems and existing personal channels of communication in practically all groups of society, and
e) foreign investor interest. In the case that the South Caucasus become stable, this interest will
increase multifold and additional billions will flow into the region from powerful Armenian
diasporas alone.

Instead we were dragged into confrontation. External force was skilfully manipulated, along
with historic memories and emotional feelings, in order to utilise the classic imperial model of
influence based on the “divide and rule” principle. Therefore, the peaceful resolution of the
Nagorno - Karabakh conflict is of key importance for regional consolidation. Surprisingly, we must
pay tribute to Russian diplomacy — both Armenia and Azerbaijan claim they have perfect relations
with Russia.

In the case that the Nagorno-Karabakh conflict reaches a consensus-based resolution, the
conflict resolution process regarding Abkhazia and Samachablo will have a strong positive impact.
Although we consider this option theoretically, all of this could be realised on the precondition of
diminishing Russian capacity to influence regional affairs. Armenia and Azerbaijan, both of which
are interested in regional stability due to their individual interests in achieving political success and
economic development, will support Georgia, which will feel more confidence and comfortable in
seeking peace solutions to its own internal conflicts.

Therefore, first Georgia should assist Armenia and Azerbaijan in finding an acceptable
resolution of the Nagorno-Karabakh conflict, and then Armenia and Azerbaijan could help Georgia
to find a solution regarding the situation with Abkhazia and Samachablo. Meanwhile, we are losing
out, both together and individually.

What are we losing together as an outcome of regional conflicts?

e Stability and security in the region would contribute to the success of the three

individual countries;

e Integration and trust would trigger a cumulative effect;

e The South Caucasus region could follow good examples of regional cooperation like the

Benelux and Visegrad groups;

e Eventually building up a European model of cooperation: a common space, the four

freedoms, and symbolic borders;

e Billions of dollars could be saved, military expenditure substantially downgraded, and

living standards upgraded,;

e Geopolitical potential is unexploited and the region’s common economic and transit

potential is underdeveloped,;
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e Lacking confidence in the future.

What are we loosing individually?
a) Armenia:

e Investment;

e Trade;

e Transitrole;

e Influence in Azerbaijan, the opportunity to participate in Azerbaijan’s economic
projects;

e The Armenian diaspora would gladly invest in Armenia and the other two countries,
thereby reinforcing Armenian influence in the region;

e European prospects.

b) Azerbaijan:

e Investment;
e Trade;
e Territorial integrity.

c) Georgia:

e Investment;
e Trade.

What did we gain individually?
d) Armenia:

e 20% of their neighbouring state’s territory;

e) Azerbaijan:

e Nothing;
f) Georgia:
e Nothing.

In addition to that, we have lost both our authority and reputation in the world community,

earned mistrust on the part of international investors, and first of all this applies to Armenia. As an
outcome, the region’s main investment projects (Baku — Supsa oil pipeline, Baku — Thilisi — Jeyhan
oil pipeline, Baku — Thilisi — Erzerum gas pipeline, Baku — Thilisi — Kars railway, Caspian Sea —
Black Sea Highway) are implemented without Armenian participation.

As a consequences of the Nagorno-Karabakh conflict, the following facts can be confirmed and
the following observations made:

1.
2.

3.

Casualties, wounded, demolitions, material and immaterial losses, amounting to $ bin.
Generations, raised in the face of hostilities, lack of understanding, non-acceptance of
opponents’ arguments and unwillingness to listen;

Governments are focused on hostilities and predetermined to lag behind as the rest of the
world moves forward;

Governments are investing our limited resources into war, falling well behind the average
world figures regarding GDP per capita;

Prospects in the region are aggravated. People in this region have become used to the idea
that this is a natural state of affairs;

There is a waning sense of stability and security;

Trust and understanding between these nations is decreasing.
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Analysis of collective GDP (Armenia, Azerbaijan, Georgia, 2019, $ bin.) [1;2]

Azerbaijan Armenia Georgia Aggregate
GDP (nominal, $ bin.) 47.17 13.44 15.93 76.54
GDP (nom., p/c, $ th.) 4.689 4.528 4.289 4.502 (average)
Population (mln.) 10.02 2.95 3.72 16.69
Area (th.sg.km.) 82.7 28.5 69.5 180.7

Military expenditure of Armenia, Azerbaijan and Georgia, $ min., years of 2010 — 2018. [3;4;5]

2010 2011 2012 2013 2014 2015 2016 2017 2018
Armenia | 380 348 356 401 407 441 433 444 591
Azerbaijan | 1025 1951 2024 2047 2054 1195 1456 1529 1624
Georgia 402 362 375 341 331 294 316 308 312

The volume of military expenditures in aggregate for Armenia for the period 2010-2018
amounted to $3.801 bin., fluctuating from 2.7% to 4.3% of GDP. For Azerbaijan, this was $14.905
bin., fluctuating from 2.2% to 4.6% of GDP. For Georgia, it was $3.041 blIn., fluctuating from 0.7%
to 9.2% of GDP. In total, three countries spent almost $22 bln for military purposes in the period
2010-2018 alone. In previous twenty years at least $ 30 bin. was spent for military purposes in the
region. As conflicts are there, billions are being spent in addition every year. These developments
are aggravated with the feeling of corruption as well. “Expenditures are of course not the whole
story. The arms race between Armenia and Azerbaijan has been constantly accompanied by reports
and anecdotal evidence of corruption in procurement processes and within military structures...
Whatever the scale of corruption, however, there is no doubt that military capabilities have
significantly increased”. [6]

At the moment, the three South Caucasus countries are drifting in different directions, thus
further deviating from each other. New divisive lines are being established in a small
geographically integrated space. The individual security of our countries is downgraded and is
costing us much more. Assuming that we are under the same umbrella of security, from three sides
we are covered by seas and mountains from the South facing Turkey and Iran. Turkey is NATO
member country. Provided we have good relations, NATO offers additional security guarantees. If
we were acting together, we would not be dedicating resources to confront each other, but instead
we would be collectively strengthening our external perimeter, which is only to the North and
South. In this case, this would both be cheaper and more secure.

There are two options regarding collective security arrangements in the South Caucasus: a)
Russia and a Russia-dominated Eurasian Union and the CSTO, or b) the EU and NATO. Georgia
has already clearly voiced out its choice, when Armenia and Azerbaijan are still manoeuvring.
“Armenia has prioritized practical cooperation with NATO over political cooperation, due to
circumstances stemming from Russian politics... President Ilham Aliyev, in accordance with his
father’s approach, has proceeded to implement a partnership with NATO primarily via strategic
cooperation with Turkey*. [7]

Three countries policies with respect to these options:

EU NATO Eurasia | CSTO
|Armenia Seeks to establish political | Limited contractual | member | member
contractual relations cooperation due to

CSTO membership
Azerbaijan Seeks to establish economic | Close cooperation | X X
contractual relations with  NATO key
member Turkey
Georgia Seeks membership Seeks membership, | X X
close  cooperation
with  NATO key
member Turkey
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These tendency is recognized my many authors. “For the small and economically weak
South Caucasus states, efforts to reform their economies and foster good governance should have
been areas of cooperation with the West. However, this was not consistently the case in practice.
The prioritization of security imperatives continued to a large degree to determine foreign policy
orientations — and, by extension, attitudes towards external actors. Thus while the three countries
started in broadly the same position in 1990, today their foreign policy paths have diverged”.[8]

Respectively, the region’s economic space will be divided along the Georgia-Armenia and
Azerbaijan-Armenia borders, and the NATO-CSTO border will again be the Georgia-Armenia
border and the Azerbaijan-Armenia border, taking into account bilateral strategic military
cooperation between Turkey and Azerbaijan, as well as the quickly developing trilateral military
cooperation between Turkey, Georgia and Azerbaijan. After Georgia ultimately joins NATO,
Azerbaijan’s involvement in the NATO security network will inevitably and considerably be
upgraded. We will see friendly neighbouring NATO member countries — Turkey, Georgia and
Azerbaijan intensively and closely cooperate with particular interests in security, trade,
infrastructure projects, etc.

Under these circumstances, the region will be divided by new lines and Armenia will be
marginalized. At the moment, there are no relations with Azerbaijan and Turkey. In addition, a
customs border will be established with Georgia that would be legally equal to the Russia-Finland
border, as well as a visa regime, that is also similar to the one in force at the Russia-Finland border.

Now there exists a fantastic option: following the positive example of the Baltic States, the
three South Caucasian countries are moving towards the European Union and NATO. They are
supporting each other, rather than competing. Eventually Georgia and Armenia will become EU and
NATO members, while Azerbaijan, similarly to Norway, is a NATO member with a strong
contractual relationship with the EU, including upholding the four freedoms (free movement of
goods, services, capital and people), energy cooperation, etc. A South Caucasian version of
Benelux could be called Azgear.

Azgear would mean:

e A common market;
e A shared external security system;
Strong stability and security guarantees;
Much more resources with a multiplication effect;
Shared infrastructure projects;
Increased attractiveness of the region;
Dozens of billions in additional FDI;
Better living standards;
Better prospects for future generations.

These opportunities are well described by many experts, including former Heads of
Diplomatic Missions to the region. “It is time for the South Caucasians to make up their minds
about their future. If they want closer cooperation with the West, they must pursue reforms for
transparent governance and wider economic opportunity. As the countries grapple with their
choices, the West must keep faith with those advocating reforms and freedom”.[9]

We face two possible ways of development: further deviation / separation from each other or
a South Caucasus Union, like the Azgear mentioned previously. This entails a choice between
fantastic, immense prospects or endless fighting and turbulence. Generations are being brought up
with such negative experience. Those who were born in 1985 or after hear only about hatred and
war. Today they are over thirty, entering an active phase of activity, including in politics. We have
only ten years to establish peace and stability in the South Caucasus - time is running out and
prospects are fading.

We have some important examples in history to recall and draw conclusion from. Many
thousands of French and German soldiers gave their lives over centuries of fighting for Alsace and
Lorraine. Nowadays, the border between France and Germany exists only on the map. When
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crossing, one can hardly notice it. More than that, Germany and France constitute the backbone of
the EU, pushing together a shared European agenda.

What will happen if this separation continues and the set of foreign policy priorities for
Georgia, Armenia and Azerbaijan end up moving further from one another? The worst possible
option would be to draw new dividing lines, if not implementing an iron curtain in the region. This
sounds like a fantastic theory, although a lot of scenarios that were treated fantastic some time ago,
had already been turn into reality. “As Georgia has recently deepened its ties with the European
Union and Armenia has committed itself to the Eurasian Economic Union, the whole region will be
affected”.[10]

External players play their games with conflicting interests and goals, some of whom exploit
differences and contradictions. In addition, one of the main regional powers — Russia — is openly
fuelling hostilities among the three countries. As on result, the South Caucasian states don’t have a
common agenda, a collective vision, or even shared goals and objectives. Georgia, Armenia and
Azerbaijan are weaker separately than they would be united.

Strengthening Democracy, Promoting Reform and Reducing Poverty

Every government’s mission is to ensure better living standards for its population. This can
be reached by strengthening democracy, rule of law and the market economy. But, in a state of war,
the government pretends, some think rightly, that its main Mission is to defeat the enemy — this
message is clear, understandable and easy for people to share. And this is a rather strong temptation
that should be avoided.

For any government to develop democracy, it is necessary to have political will, vision and
resources (both human and financial). This is a lengthy and capacity consuming process, which
requires a sustainable approach and continuity to ensure development and consolidation, and to
increase the stability and effectiveness of democratic institutions.

An integral part of this process is strengthening the rule of law, the independence of the
judiciary, pursuing public administration reform, establishing a compact, well — structured, concise
and professional civil service, and the effective functioning of institutions in the areas of law
enforcement and market economy.

For a state in war, the political will lies in defeating the enemy, and its vision doesn’t
typically reach beyond defeating the enemy. In such a situation, it is very easy to label opponents of
the government as enemies of the state/people. [11] Hostility and the factual state of war diverts
resources that are vitally needed to develop democracy and fight poverty. What is also dangerous is
that conflicts stimulate authoritarianism; they demand authoritarian rule. “The irony of the
Nagorno-Karabakh situation is that, over the last two decades, two states brandishing almost
civilization differences have turned into uncanny mirrors of one another. Their political
developments haven’t been so much paralyzed by the conflict as altogether hijacked by it:
electorates in Baku and Yerevan are hostage to mimicking narratives claiming that national
prosperity will come only when Nagorno-Karabakh is under their country’s own undisputed
control”. [12]

Due to the fact that living standards are not at the top of the government’s agenda, it is
difficult to defeat poverty. Resources, even limited, are directed toward military needs, poverty
grows, and the opposition’s capacity dwindles.

Some food for thought on the reforms implemented by Georgia, Armenia and Azerbaijan,
can be derived from several indices, which have been provided by international institutions.
Position of the South Caucasian states in Corruption Perception Index 2014 - 2019 [13]

Country 2019 rank 2018 rank 2017 rank 2016 rank 2015 rank 2014 rank
Georgia 44 41 46 44 48 51
Armenia 77 105 107 113 95 94
Azerbaijan | 126 152 122 123 119 126
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Position of the South Caucasian states in World Rankings [14;15]

Hunan Ease of | Global Corruption | Economic | Property
development | doing competitiveness | perceptions | freedom rights
(2018) business | (2018) (2019) (2019) (2019)
(2019)
Georgia 0.79 83.50 60.88 56.00 75.90 5.25
Armenia | 0.76 73.19 59.86 42.00 67.70 4.81
Azerbaijan | 0.75 73.59 60.04 30.00 65.40 5.12
Position of the South Caucasian states in Easy Doing Business Index 2019 [16]
Country 2019 rank | Starting Dealing Registering | Getting Trading
Business with Property Credit Across
Construction Borders
Permits
Georgia 7 2 5 2 4 16
Armenia 47 5 13 5 14 14
Azerbaijan | 34 4 12 12 2 19

The main conclusion that can be drawn from the above tables is that all three countries of the South
Caucasus are carrying out impressive economic reforms, especially in the field of facilitating
business freedom. One can only regret that the “political breaks” in the region do not provide an
opportunity to use the emerging opportunities in aggregate. On regional level this would
significantly enhance the positive effect. What is particularly important, the authority and reputation
of the South Caucasus in the network of international relations would be significantly upgraded
with all the respective consequences.

Who is interested in South Caucasus conflicts?

The South Caucasian states have a long and complicated history of relations dating back
thousand years and its analysis would extend far beyond the format of this article. At the beginning
of the 1920s, all three states lost their independence upon being invaded by Soviet Russia, after
which they lived together with “the family of brother nations” for almost 70 years. These “brotherly
relations” turned out to be an illusion, as they couldn’t manage to resist the first serious challenge
triggered by an external source. This policy was generated in Moscow, then capital of what was
then Armenia’s and Azerbaijan’s common country — the Soviet Union. Only with Moscow’s
consent could a big amount of weapons be flown into the region.

Ironically, the main mediator of the Nagorno-Karabakh conflict is Russia, who is not
interested in reaching a peaceful resolution to this conflict. In other words, to be more precise,
Russia is interested in keeping this conflict outside the framework of peaceful resolution. In this
case, the “divide and rule” principle, which is already well tested in conflict regions of independent
states, has been used to organise a clash between two neighbouring states. Surprisingly, both
Armenia and Azerbaijan claim to have excellent relations with Russia. Obviously Armenia has
greater grounds for such a claim. The other sad side of this story is that: a) the elites of both rivals
are likely to speculate and manipulate the current situation to ensure their self long-standing
political and economic interests, and b) the peoples of these conflicting states are getting used to
this state of affairs.

The peaceful coexistence of Azerbaijani and Armenian diasporas in Georgia and namely in
Thilisi demonstrates that ethnic hatred between the two is not inevitable. In the Georgian state, as
well as in its capital, the two nationalities managed to live in peace through these turbulent years,
when tensions accelerated between Armenia and Azerbaijan over the Nagorno-Karabakh war.
Ethnic minorities, including Armenians and Azerbaijanis, together with the Georgians, have gotten
through difficult times together — with no job, no salary, no pension, no medical service, no heating
season, and no electricity — but still we all managed to live peacefully. This may be one of the most
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important achievements of the Georgian state, the importance of which is still underestimated. This
is a vivid demonstration of the fact that Azerbaijanis and Armenians can live in peace as
neighbours, provided that the environment is healthy and there is no force coming from outside to
try pollute the atmosphere in order to play the specific game of implementing its own agenda.

The Role of Regional Cooperation in Promoting Security and Stability

Regional cooperation, a manifestation of multilateral interaction of neighbouring and
adjusting states, is based on and is dependant on the quality of bilateral relations, and also
eventually contributes to regional security and stability through better trust and understanding,
developing a common feeling of the region, its role and place in the network of international
relations. Each state strives to upgrade its “weight” in the sphere of regional cooperation, as it leads
to improved authority and reputation. Consequently, when it occurs simultaneous to bilateral
cooperation, regional interaction gives the state the additional capacity to assert its interests on the
international arena and to implement its national foreign policy agenda.

A state’s security is based on many components and depends on the quality of the
cooperation space established in the immediate neighbourhood. The concept of “common and
indivisible security" has been established in practice, which means that each state has an equal right
to be secure and that a state’s security is inseparably linked to that of all others. This is true, both
universally and regionally. In addition, if neighbours share common values and cooperation
standards, the region becomes secure, competitive and prosperous. Although experiencing some
problems currently, the European Union may still serve as a good example.

We have witnessed a lot of dramatic developments in the last decade, but this is not the end
of the story. Much needs to be done to prevent further aggravation of the situation in the region and
to consolidate efforts in order to ensure full respect for the principles and norms of international law
and their unconditional implementation. The OSCE’s 10 basic principles are of particular
importance in this respect, as they establish a solid foundation for the new security system in
Europe.

Concerted effort is needed to force states that violate internationally recognized norms and
principles of international la, to return to the commonly accepted rules of the game. This concerted
effort is needed both at a universal and the regional level. Is the South Caucasus a region with the
capacity to contribute to this process?

Different focus groups are trying to find answer to this question. One of the attempts was
made by the Georgian Foundation for Strategic and International Studies on 19 February 2016. [17]

Representatives of the Ministry of Foreign Affairs, the President’s Administration, and
independent experts from various institutions have elaborated on the matter, trying to visualise
prospective formats for regional cooperation. An attempt was made to assess the regional set up and
to leverage multilateral diplomacy to promote lasting and sustainable security. A number of
regional formats were analysed, three of which were recognised as particularly interesting: the
Black Sea Economic Cooperation (BSEC), the Organization for Democracy and Economic
Development - GUAM (GUAM), and the Turkey-Georgia-Azerbaijan trilateral format. GUAM and
the Turkey-Georgia-Azerbaijan trilateral format have an advantage in this sense, as the participating
states share the same vision and goals, based on the same understanding of the norms and principles
of international law.

It is worth mentioning that, in the discussions, Armenia was mentioned only hypothetically.
The fact is that 10 out of 14 Armenian check points are not operational. They are blocked due to a
hostile relationships with Turkey and a state of war with Azerbaijan. “Of course, Yerevan would
like to diversify its international ties, including deepening its economic relationship with Europe,
but the closure of its own borders with Azerbaijan and Turkey and the presence of more than 5000
Russian troops on its territory limit Armenia’s options”.[18]

At the same time, all participants shared the same attitude which is that, provided that
Armenia resolves its problems with two (Azerbaijan and Turkey) of its four immediate neighbours,
this would open fantastic opportunities for the South Caucasus region. It was unanimously felt that
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this will become possible when Russia’s influence on the elaboration and implementation of
Armenia’s eventually decreases dramatically. The Russian Federation demonstrated its influence
when, in November 2013, Armenian authorities decided almost overnight to put aside the
Association Agreement with the European Union, which they were ready to sign, in favour of a
Russian-led Eurasian Union. [19]

The declared goals of all international regional organisations virtually coincide — promoting
regional interaction through the establishment of a respective legal basis and implementation of
regional projects and programs of cooperation, which should eventually contribute to greater
stability, security, understanding and trust in the region. But a big question remains: how successful
are existing regional formats in implementing these goals?

Unfortunately, these goals cannot be realised through existing formats. Accordingly, the
process of searching out alternatives is also not completed. It would be better if this process were
guided by the common vision to establish stronger consolidation based on shared values, as well as
standards and principles of cooperation.

In the current situation, due to the Russian Federation’s strong influence/interference in
regional affairs, the prospect of this happening is gloomy. As a result, Armenia’s role in the
regional cooperation network is limited, and all regional projects implemented so far in the region
have bypassed Armenia’s territory. With the Baku-Thilisi-Kars railroad connection becoming
operational later this year, even the existing infrastructure of the railroad network in Armenia will
become obsolete and unnecessary for international transportation needs. It is time for Armenia to
think about more active regional engagement.

The Role of Russia

Russia has problems of a different quality and character than almost all of its neighbours,
from the Baltic States to Japan. Only a couple of Russia’s neighbours, Armenia being one of them,
pretend to have excellent relations with the Kremlin. Although this is a highly disputable assertion,
considering the latter’s policy towards its neighbours, particularly during last decade.

The first vivid demonstration of Russia’s true intentions in the post-Soviet space surfaced as
an outcome of the August 2008 Russian-Georgian war, the first war of the 21st century. After this
happened, the Russian Federation occupied two disputed regions of Georgia and recognised them as
independent states.

Foreign Minister Lavrov, apparently in aims of appeasing world opinion, declared at a
meeting of the Federation Council on September 18, 2008: "Russia will actively promote the
peaceful resolution of all conflicts in the CIS area on the basis of international law, respect for the
UN Charter principles, and agreements reached earlier between the parties involved in the conflict.
We will pursue our mediation in the negotiation process; this fully applies to Transnistria and
Nagorno-Karabakh. There exist their own peculiarities, formats and mediation mechanisms
everywhere. But the South Ossetian crisis does not create any precedent for them™. "There are no
parallels here. Thank God, Saakashvili is the only exceptional event of this kind," emphasized the
head of the Russian Foreign Ministry. [20] Many experts and politicians in Europe and the former
Soviet Union then sighed with relief. The hypocrisy of this statement was fully manifested only five
and a half years later, on March 18, 2014, when Russian President Vladimir Putin addressed the
State Duma with the request to include two new legal entities into Russia’s composition — the
Crimea and the city of Sevastopol. It worth recalling that the Ukrainian army did not make a single
shot in the Crimea, but Russian military troops landed on the territory of a sovereign state, seized
the authorities, including the local parliament and, under military threat, organized a so-called fancy
"referendum”. “Russia’s annexation of Crimea and subsequent support of the insurgency in the
Donbass region of Ukraine beginning in 2014 brought on the biggest crisis in post-Soviet relations
between Russia and the West and this situation has deeply impacted the states of the South
Caucasus”.[21]

Looking back, in the autumn of 2008, Georgian diplomats had tried to explain, during
meetings in public and with colleagues, that Russia's policy towards Georgia is not an exception,
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but rather an extreme manifestation of its usual policy towards neighbouring countries. Now this
extreme manifestation can be witnessed with regard to Ukraine. One day, the Kremlin may decide it
IS necessary to further assert its influence in the region and no international agreement, even legally
binding ones, will constitute any problem for it. We have now seen this number of times. [22]

In this light, it is worth mentioning, in particular, the Budapest Memorandum of 1996. The
signatures of United Nations Security Council permanent members, which are not regular Russia’s
neighbours, were ignored. As an outcome, a crisis of trust between the main international players
erupted, dragging the world back to the cold war period. Under existing circumstances, what was
done to Georgia or Ukraine can ultimately happen with any neighbour of the Russian Federation.

Still there is a sign of hope because, despite all these problems, the South Caucasus is still a
region: the three countries have too many factors in common, although this will not last forever. We
need a permanent solution to this problem, which should accommodate the interests of all sides and
provide respective guarantees.

The Madrid Principles represent one of the most successful attempts to find a solution to
peace settlement of Nagorno Karabakh conflict. Based on Helsinki Final Act, they contain still
unexplored opportunities. The most controversial of the Principles seem to be number six, referring
to Peace Keeping Forces (PKF). “PKF units shall be drawn from nations that volunteer troops. The
selection of troops for the PKF shall be done by the parties by mutual consent. Each party has the
right to veto the other’s choice”. [23] “Although the deployment of peacekeepers has been
hypothetically accepted by the parties and the OSCE, there is no consensus on scenarios. For the
conflict parties, it is hard to imagine the introduction of a major new actor on the ground in a
context that has seen no change in more than 20 years”. [24]

Below are presented some ideas in development of Madrid Principles with special emphasis
on the issue of PKF, outlining possible contribution of Georgia.

A permanent decision could be a sustainable conflict resolution process with guarantees to
all sides, containing a number of main components: a) ceasefire and withdrawal of heavy weapons
under international control, like the OSCE, declaring a 20-kilometre weapon-free zone; b) returning
all districts beyond the administrative borders of Nagorno Karabakh to Azerbaijan, with guaranteed
access between Armenia and Nagorno-Karabakh; c) opening all communications in the region,
including the Armenia-Turkey border; d) postponing consideration of the status of Nagorno-
Karabakh for ten years; e) horizontal economic cooperation regarding Nagorno-Karabakh with both
Azerbaijan and Armenia; f) returning the displaced population to their homes in Nagorno-
Karabakh, and later to Azerbaijan and Armenia; g) the composition of the OSCE lead PKF should
be carefully crafted to involve nations that enjoy the full trust of all sides. Possibly these can be
units of the Georgian army, consisting of ethnically Azerbaijani and Armenian Georgian citizens
(Georgians would be included as well), trained together through a special program. Georgian units
trained for participation in NATO operations may serve as a basis.

However, this could all happen when Russia’s capacity to influence the situation will be
restricted. Despite the fact that nearly three decades of Russian mediation didn’t produce any
tangible results, Russian diplomacy is not particularly concerned about this. The magic position for
Russian diplomats is that after the Parties to the conflicts themselves reach a consensus on the
formula for conflict resolution, Russia will support it. This is a rational position, provided that the
mediator is not supplying weapons to conflicting States and that it is sincerely interested in the
conflict resolution process. This is true not only to Nagorno-Karabakh, but any other conflict in the
post-Soviet space. As an outcome, Russian mediation efforts lead either to a continued conflict
(Nagorno Karabakh, Transdnestria), usurping part of the territory of a neighbouring state
(Abkhazia, South Ossetia), direct annexation (the Crimea), or provoking hostilities and conflict
(eastern Ukraine).

Role of the European Union

The role of regional cooperation in European integration processes is increasing and the
European Union encourages such cooperation, in particular in the Caspian-Black Sea region, of
which the South Caucasus is an integral part. [25;26;27]
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The EU has a long history of cooperation with all three South Caucasian countries. The EU,
despite differences between countries, has always promoted regional projects, motivating Georgia,
Armenia and Azerbaijan to become closer to the EU, to implement the respective reform policy,
and to improve understanding and trust amongst each other. This approach offers an excellent
opportunity for South Caucasian states to demonstrate sustainable and predictable policy, based on
European values and standards of cooperation.

Demonstrating the EU’s strong regional approach is the fact that Partnership and
Cooperation Agreements have been signed at a joint ceremony in Luxemburg on April 22, 1996
[28], and that the same European Neighbourhood Policy [29] and Eastern Partnership [30]
instruments were offered later to all three states. To date, only Georgia had signed a EU Association
Agreement [31]. Later EU — Armenia Comprehensive and Enhanced Partnership Agreement [32]
was signed. EU is continuing the negotiation process with Azerbaijan, aiming to promote European
standards and principles of cooperation in the whole region of the South Caucasus.

The experience of the Baltic and Visegrad 4 countries has proven that, when applying
European standards, principles, traditions and the spirit of cooperation, a group of neighbouring
countries can impressively progress towards and become closer with the EU. This is a good
example to follow. Provided that the three states will follow the Baltic and Visegrad 4 pattern and
philosophy of cooperation, qualitatively new, immense development opportunities will surface in
the South Caucasus.

In basing cooperation in the South Caucasus on European principles and practices and trying
to approach European standards, Georgia, Armenia and Azerbaijan can ultimately establish much
better living standards in the region, as well as developing a cooperative spirit.

Consequently, it is difficult to overestimate the place and role of the EU in the process of
bringing the South Caucasian states closer to one another and also in promoting better security and
stability within the region. Although this is long process, there is no alternative. New EU — Armenia
Comprehensive and Enhanced Partnership Agreement and EU — Azerbaijan negotiations give hope
for the further Europeanization of the South Caucasus. [33]

What can Georgia contribute to improve the cooperative spirit in the South Caucasus?

Georgia is a multinational country, wherein Armenians and Azerbaijanis have traditionally
comprised the biggest national minorities. According to census of November 2014, a total of
233,024 Azerbaijanis and 168,102 Armenians were registered in Georgia.

The Georgian region of Kvemo Kartli is predominantly inhabited by Azerbaijanis (177,032),
just as Samtskhe - Javakheti is inhabited by Armenians (81,089). Although these regions neighbour
each other, during years since the Soviet Union’s collapse, when the Nagorno Karabakh conflict
was going through the different phases of hostilities, there were no clashes happening between
neighbouring Armenians and Azerbaijanis.

Neither were there any conflicts between the two national minorities in Thilisi, where
15,187 Azerbaijanis and 53,409 Armenians live predominantly in neighbouring districts of Avlabari
and Abanotubani [34]. This is a promising sign and vivid demonstration of the fact that cooperation,
a good neighbourhood, and even friendship between Azerbaijanis and Armenians is not something
unimaginable.
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Probably the best example of peace and the friendly attitude of Azerbaijani and Armenian
diasporas can be found in the two Georgian villages of Tsopi and Khonjurni, which are located near
the Georgia-Armenia border. Both diasporas live in these villages, with Azerbaijanis dominating in
Tsopi and Armenians in Khonjurni. [36]

The peaceful and even friendly coexistence of two ethnic groups is impressively described
by British journalist and photographer Onnik James Krikorian as detailed on his website. [37]

In the case that the Georgian Government pays more attention to the mentioned villages by
allocating more investment into infrastructure and jobs, this pattern may play a more significant role
for the region as a whole. One of the options is to utilise these villages to create a platform for
dialogue regarding the South Caucasus, leading to greater understanding, stronger security and
increased stability. At the minimum, we will gather some additional hope for future.

Conclusions

1. During the thirty years that have passed since the collapse of the Soviet Union and
achieving independence, the states of the South Caucasus have not taken advantage of the
impressive potential entailed in regional cooperation, their attractive collective geopolitical and geo-
economic position, and transit capacity.

2. The South Caucasus has gone through different periods of history, but this stage of
development is particularly important, as its ability to build a strong, developing and successful
region is decreasing. In theory, it is possible to build a successful state individually, outside the
regional context, although the EU accession process demonstrates that a regional collective effort
proves to be much more effective.

3. The establishment of a community of states in the South Caucasus like the Baltics,
the Visegrad 4, or moreover, Benelux, is still a hard-to-imagine dream. This dream is described in
the study as Azgear.

4, Armenia's accession to the Eurasian Union and the Customs Union has limited the
possibilities for regional cooperation in the South Caucasus. In the long term, this may even lead to
problems implementing the Bilateral Free Trade Agreement with Georgia.

5. The Madrid Principles seem to be providing the most realistic prospective vision to
date in terms of a peaceful process for resolving the Nagorno-Karabakh conflict. Success may turn
into an important contribution to a comprehensive European security system and Georgia, as a
homeland to numerous Armenian and Azerbaijani diasporas, may play a more active role at the
stage of implementing decisions, including future peace keeping operations.

6. The European Union and Armenia initialled the text of the EU-Armenia
Comprehensive and Enhanced Partnership Agreement on March 21, 2017. On November 14, 2016,
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the Council adopted a mandate for the European Commission and the High Representative for
Foreign Affairs and Security Policy to negotiate a comprehensive agreement with the Republic of
Azerbaijan on behalf of the EU and its member states. Such developments leave hope in regards to
promoting European principles, standards and criteria for cooperation in the South Caucasus.

7. Expanding European principles, standards and criteria for cooperation in the South
Caucasus is the most realistic way for the three states to achieve shared success. Nothing better has
been offered in practice with respect to international regional cooperation. A perfect example in this
regard is overcoming the long bloody confrontation between neighbouring states over the problem
of Alsace and Lorraine.

8. The states of the South Caucasus spend large amounts of state finances on military
expenditures — this entails the risk of corruption, limits development opportunities, and ultimately
weakens both collective and individual security.

0. Conflicts and confrontation reduce the international community’s credibility towards
the states of the South Caucasus. Investors are scared to invest in the region. Armenia apparently
suffers the most from this, but, given the appropriate conditions, Armenia could become the region's
leader in terms of attracting foreign direct investments, particularly taking into account the
opportunities of the Armenian diaspora.

10. The future of the South Caucasus primarily depends on the three states themselves,
their ability and vision, the capacity to observe the overall picture of regional developments and
assist each other, and shared activity in order to help the population of the states perceive a new
reality.

11. There is still an opportunity to give the South Caucasus a new lease of life and a
second wind, which can take it through the problems lying ahead. This would be possible, provided
that it is accompanied by patience and tolerance. A restructured political will and efforts to
understand the opponent’s view could become the heart of change.

12. The security and stability, economic development and integration of the South
Caucasus largely depends on the degree of democratization of Russia as the most powerful regional
player; At present the Russia is only external force, which links its own interests and influence
strengthening capacity in the South Caucasus with destructive actions, including using brutal
military force and arms trade.

13. The European Union and the United States of America should play a stronger and
more active role in all formats of the negotiation process in order to achieve the peaceful settlement
of conflicts in the South Caucasus, as well as in the process of building a stimulating environment
for the region’s political stability and economic prosperity.

14. Time is running to show radical improvements in the culture of cooperation and the
quality of targets, ultimately building up a common vision to treat the region as a shared space for
three nations and a means of embodying common interests. Otherwise, the South Caucasus will lose
the chance to modernise the region and further integrate it into the wider dynamic tendencies
entailed in trans European cooperation processes.

15. The stable and integrated South Caucasus will make a serious contribution to the
security system in a broader regional context and will bring greater stability in adjacent areas.
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