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ABSTRACT

South Caucasus (also referred to as Transcaucasus)region situated to the south of the Greaund@sus
Mountain Range, composed of Georgia, AzerbaijanArmadenia. Due to the rich oil reserves of the Caspbea basin
and geostrategic importance of the Caucasus asssroad between Europe and Asia, this region haayal
constituted a pole of attraction for the great peaef the world after the collapse of USSR. Notyonkighboring
countries like Russia, Iran, Turkey and Centralafsitates (Kazakhstan and Turkmenistan), but histJhited States,
European Union and China are becoming activelylirain this region.

Thus, while Armenia has been allied with Russia bBad, considering these two powers as a countghweo
Turkey - its main enemy in the region, Azerbaijad &eorgia have developed geostrategic alliande Witkey, and
the United States by promoting cooperation with NDATember countries. Moreover, the conflict in Nagoer
Karabakh had deprived Armenia of the possibilitycobperation with other South Caucasian states.eAra which
bases itself mainly on the relationship with Rusk&ieves that maintaining good relations witmliavital in terms of
its national security, therefore, Armenia encousagetive presence of Iran in the region. Meanwhilegrbaijan and
Georgia, which have developed geo-economic relatibatween them in course of time and expandedegicat
partnership with Western democracies, particultdrtpugh the NATO alliance, put forth their bestoef§ in order to
leave the sphere of influence of Russia.

Keywords: South Caucasus, energy project, energy corridorsplan Sea, strategic interests, economic interests,
Caspian energy, oil, energy security

1. INTRODUCTION gain access through these countries to the ricinggne
resources of the Caspian basin.

Caspian Sea region (South Caucasus and Central
Asia) has aproximmately three to four percent abgl
oil reserves and four to six percent of global reltgas
reserves [BP, 2012]. The proportion of Caspian

hydrocarbon reserves of the world total is not ificgmnt,

According to the Statistical Review of World
Energy of British Petroleum (BP) in 2012, globaéragy
consumption has increased again in 2011, with aityro
rate of 2.5%, a value near the average for thetéast
years. Consumption growth is attributable especitll

emerging economies, because
(Organisation for Economic  Cooperation and
Development) demand fell in 2011 for the third time
four years. Fossil fuels continue to dominate thergy
market, with a market share of 87% of the mix of
hydrocarbons, the oil being the leader on the ntarke
(33.1%). Even if renewable energy is becoming
increasingly used, it represents currently only 2%
global consumption. Research in recent years hasrsh
that there are sufficient sources of hydrocarbons¢et

in OECD countriesbut given the uncertainty of oil supply from ther$tan

Gulf to international markets, and the possibilftyr
Russia to use its energy supplier status as ddoddcal
hegemony, energy transport in the South Caucastis an
Central Asia (Kazakhstan and Turkmenistan) to the
Western countries through the Caucasus has become
important for the EU and the U.S. [de Haas, 2006].

But not only the EU and U.S. have energy interests
in the Caspian Sea, but also other players likesiaus
Iran, Turkey, China and neighboring countries imica

demand growth, as evidenced each year by BP in itsAsia, which would like to get control of oil and ga
statistics on proven reserves, but problems aawgssi production or of pipes through which the hydrocaidho
these resources in some regions and transportadion will be transported to world markets [Negat. Al,
consumers create challenges in trying to secureffan 2008]. U.S. wants to diversify energy routes in Swaith
at reasonable prices to demand [BP, 2012]. Caucasus to international markets, especially &)

For this reason, a significant part of foreign ppli to avoid Russian monopoly and strengthen the
is concerned with the availability of pipelines and independence of states in the region, while Russia
terminals, of future pipeline routes, partnershipss. keen to maintain its local hegemony. For Turkey and
[Dolghin, 2004], or, in short, with the energy setuTo EU, South Caucasus is a bridge to the Caspian and
ensure the energy security in the last two decaaftss, Central Asia hydrocarbons, while Iran and the Gantr
the dissolution of the Union of Soviet Socialist Asian states see the South Caucasus as routeneptnd
Republics (USSR) in December 1991, the Europeanfor energy resources to the West [Mehtiyev, 2004].
Union (EU) and United States (U.S.) have tried to China's role in this discussion is given by thed that as
develop relations with the three countries of tloats the second largest energy consumer in the wortdy af
Caucasus (Azerbaijan, Georgia and Armenia), inrdimle  the United States, the country imports large qtiastof

Caspian hydrocarbons from Kazakhstan and henca has
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real interest in region’s security, but also, giveme
constant growth in consumption, China may be
interested in finding other importers from the Gasp
region since already has a pipeline that goes filoen

could be in the benefit of both Russia and Abkhdtiis
hard to imagine that Russia's armed forces haveanot
plan for a possible sea attack on Georgia, giverfdlt
that there are antecedents, and the strained amdati

Caspian Sea shore in Kazakhstan. This contemporanbetween Russia and Georgia seem not to improveein t

struggle for energy resources and routes of hydboce
from the Caspian basin is thus a complex of ecoopmi
geopolitical and security variables [Nuriyev, 2001]

2. RUSSIA

Even after more than twenty years after the colaps
of the USSR, Russia continues to regard South Gasca
states as part of its legitimate sphere of infleeand try

to restore traditional geopolitical hegemony in the
region, actively fighting, but also subtle, for dioance
over its neighbors in the "near proximity" [Nuriyev
2001]. In addition to these geopolitical intereRsissia

near future. Moreover, Russia has provided weapons
Abkhazia over time for using this region as an
intimidation factor against the ambitions of theufo
Caucasus states to have independent foreign aedstef
policy [Tchantouridze, 2008]. In this context, Ggiaris
urged to assert sovereignty and independence from
Russia by establishing alliances with Western
organizations and states.

In addition, Tchantouridze (2008) explains that
from the threat of Russia is not exempted Azerbaija
which, having a border adjacent to that of Russithe
Caspian Sea, has a higher risk for a Russian ionasi
Against Georgia, which could find support in other

has economic grievances to the abundant energylittoral states to maintain its sovereignty, defernsf
resources in the Caspian Sea, wishing that the newAzerbaijan in the Caspian Sea is affected by thk tf

republics of the South Caucasus to export moshede
resources through pipelines that cross Russia ¢ th
Western countries. Thus, Russia would be the
intersection of energy routes to Europe, EU becgmin
increasingly dependent on the Kremlin leadership. |
addition, Russia has lately focused primarily oe #x-
Soviet states of South Caucasus because the goo
relations between Georgia and Azerbaijan which are
being closer than ever to NATO and the EU, could
reduce Russian sphere of influence and bring dgcuri
problems for a long term. Sunny (2010), like Nuviye
(2001), feels that the main goal of Russia in toats
Caucasus is to restore its local hegemony in tlear'n
proximity", as opposed to U.S. ambitions to achieve
global hegemony.

In this region, Russia is able to demonstrate the
European Union and NATO that is not willing to cede

support of others, for example Iran continuing tnyl
legal status of the Caspian Sea and holding by
Azerbaijan of offshore oil reserves, while Turkmstan

is standing to Russia and does not want to danmtage t
relationship with it by supporting Azerbaijan. Moker,

like the conflict in Abkhazia with Georgia, Russiauld

det involved in the conflict in Karabakh for suptiog
Armenia and Karabakh, and even to form an alliance
with them against Azerbaijan in order to gain cohtf

its rich resources of hydrocarbons. However, Azgaha
has not shown a position so strongly against Russia
Georgia, but has a quite clear pro-Western trerfidh®
three South Caucasus countries, the only standing t
Russia is Armenia that, not being sure of the NAdr@

EU support against Russian oppression that wouse ar
if they show a desire for integration into these
formations, preferred not to take the risk and keep

power over the ex-Soviet states, South Caucasus andelations with Russia on the level of cooperatidmg,

Central Asia being the most vulnerable from therfer
Soviet Union to the influence of great Western piewe

If, by 2008, Russia used "soft power" to try preimm

the increase of American and European influencénén
region, in august 2008 Russia demonstrated by Russo
Georgian war that can appeal to "hard power" if
competitors exceeds the limits imposed by Kremlin.

we can conclude that in terms of Russia’s inteiastse
South Caucasus, they are related by hydrocarbotigein
region as if the South Caucasus states remain depen
on Russian energy imports and Russia's pipelingesys
they remain within its sphere of influence and witthe
influence of Russian energy companies.

Through these events, Russia has shown that if its3. UNITED STATES

interests in the region are neglected, both Azgabaind
Georgia, the two South Caucasus countries opeheto t
West, will suffer serious consequences since Russsa
the capability to handle frozen ethnic conflict®nr
these two countries to restart wars in Nagorno-Kaka
or Abkhazia.

Georgian control is essential for the "energy game"

The three small states of the South Caucasus have
gained each more attention from the United Stdtes t
expected. Explanation is given by the Azerbaijaili o
strong international Armenian diaspora and the pro-
Western standing of Georgia [Olcott Brill, 2002].3J
involvement in the region is manifested by a desire

played by Russia, as Moscow considers energy as thechieve and ensure the area stability by solviogefn

key to return to the world stage. Since Georgighes
only alternative for transport of hydrocarbons et
South Caucasus and Central Asia to Europe by awpidi
Russia, removing this alternative would be a gsésf in
regaining the title of world power and energy cohtr
over European neighbors. The most vulnerable geint
Georgia's Black Sea coast, Georgia being the amyad
the three South Caucasus countries with accesheto t
Black Sea, poorly protected for a sea invasiomcathat
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conflicts and to ensure the exploitation and
transportation of Caspian oil to international neaskby
removing Russian monopoly.

As noted in the previous section, Russia, since the
collapse of the USSR in 1991, has expressed aedsir
control the ex-Soviet states, a fact disliked by world
powers, including the U.S.. The latter was attrddig
Azerbaijan's oil reserves, and many U.S. oil cormgmn
such as Chevron, ExxonMobil, Unocal and Amerada
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Hess, are involved in oil extraction projects in
Azerbaijan [Olcott Brill, 2002]. For this reasonagpian

security problems have become very important fer th
U.S., who have started dialogue on security issoes

Azerbaijan since 1997, and since 1999 have provided

presence of U.S. and EU in its sphere of influernse,
trying to keep active "frozen conflicts" in the ieq,
with the hope that this will slow their investmerits
energy projects in the Caspian region and prewesst of
control over the South Caucasus. Thus, until aemsss

South Caucasus state arms and patrol vessels in this reached between these three major global platress

Caspian Sea [Mehtiyev, 2004]. Bilateral relations
between the two countries have improved signifigant
since the events of September 11, 2001, when, thvith
onset of military action in Afghanistan, Georgiadan
Azerbaijan, Azerbaijan has proven to be a trusfiyl in
the fight against terrorism, together with CentAgian
countries such as Turkmenistan, Kazakhstan, Uztagkis
and Kyrgyzstan, giving U.S. the right to land, edfand
transit through their territories [Cornell, 2005hstead,
the United States offered to modernize air defense
system and military airports in Azerbaijan and
established a department of defense cooperatidntigt
U.S. embassy in Baku to strengthen military coadtema
between the two nations. Moreover, the crisis &g land
support of Azerbaijan in American military actianlraq
in 2003, increased opportunities for establishioggk
term alliances in the region.

Both great importance of oil reserves in the South

Western powers decided to provide energy secunity i
the South Caucasus. Both Western and Russian source
reported that miliary officers in Turkey, togetheith
their colleagues from Azerbaijan and Georgia have
simulated exercises over time to protect the BT@ an
BTE pipelines in case of armed attack, and supihert
possibility of understanding with the U.S. and NAT®
secure them. But NATO, U.S., Georgian and Azerbaija
officials deny involvement of U.S. and NATO in
security projects in Georgia and Azerbaijan, arguhmat
both countries do not benefit from foreign aid totpct
pipelines, position that is contrary to claims oATD
representatives who showed an interest in the South
Caucasus and particularly in its energy resourdes [
Haas, 2006].

Lacking oil and gas reserves of Azerbaijan, Georgia
is vulnerable to Russian pressures, the Kremlimdei
always ready to use "hard power" in Georgia, asvsho

Caucasus and geopolitical considerations determinedn 2008. Because of threats from Russia, Georgia

U.S. to consider relocating some of its militarycies
from Western Europe to the Caucasus and Caspian Bas
[Mehtiyev, 2004]. Also in 2005, the United States
expressed their intention to build two radar systéem
Azerbaijan, one on the border with Iran and othethe
border with Russia, which will be linked to the posed
missile systems to be installed in Central Europerder

to achieve a protective umbrella against Iran fribm
Caspian Sea to the Balkans [Baban & Shiriyev, 2010]
But reactions were immediate. Both neighbors of
Azerbaijan, Iran and Russia, as U.S. rivals, drdid
military cooperation between U.S. and Azerbaijand an
possible military presence in the South Caucasushwh
are not to be willing to accept.

However, the U.S. intervention in Azerbaijan
proved to be beneficial for the latter becauseetise,
would have been much harder to exploit its owraail
gas reserves, and also for Turkmenistan, who would
have been totally dependent on Russia for transgort
hydrocarbons to world markets. Exactly this depende
feared U.S., since the price structure of oil,éapect of
gas, is given by world markets, transit countriasihg
great discretionary power. Therefore, in order ¥oic
transiting Russia, the Clinton administration sgign
supported the project of transporting oil from Azagfan
through Turkey, on the route Baku - Thilisi - Cegha
(BTC pipeline) instead of the version through Rassi
port Novorossisk [Olcott Brill, 2002 ].

Regarding natural gas, since May 2006 when BTE
gas pipeline (Baku Thilisi Erzurum) became
operational, several projects such as Nabucco, ITGI
(Interconnector Turkey Greece Italy), TAP (Trans
Atlantic Pipeline) AGRI (Azerbaijan Georgia Romania

became the most open to the West of all three South
Caucasus states, aiming to find sources of fundimg
support for security and independence of states;Tthe
transport of Caspian oil has become crucial for rGieo
since it represents a source of income that enstses
existence and even if the Georgian government has
assumed the responsibility to protect existing futdre
oil and gas pipelines across the country, tha¢sedn the
fact that the EU and U.S. will not allow alternativ
routes of transport of hydrocarbons to fall undesgtan
control [Olcott Brill, 2002], this assumption giyrhope
that in case of a possible future conflict Geotugmefit
from external support. In fact, it has already peped,
Georgia being considered by the U.S. as part opi@as
energy corridor and an ally in the war againstotésm.
The first step in this direction was the launchtioé
"Train and equip" operation in February 2002, whtesn
Bush administration announced its decision to sEs@
military trainers and 10 military transport helitegs to
Georgia, a help the Georgians had asked since 1287,
the Clinton administration was reluctant to offer i
Bilateral military assistance from the U.S. offeres
Georgia was also steadily increasing since thag,tim
funds provided aimed to ensure both border secarity
providing training and military education.

Of the three South Caucasus states, Armenia is the
only one who has a close partnership with Russian s
as a protector against Turkey. The fact that thierlds a
NATO member, and close to EU - U.S., leds Armenia
since 1991 to preserve the traditional alliancehwit
Russia and later to become strictly dependent do it
survive. However, after the events of Septembertlid,
possibilities offered by the U.S. and Europe haaen

Interconnector), White Stream and others, have beenYerevan to consider implementing a new foreign and

completed, are under construction or in the plagnin
phase, all having in common that they do not inelud
Russia as a transit country. For this reason, assivawn
in the previous section, Russia, seeing the motieeac
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security policy after a multi-vector model which
requires, while preserving the partnership with $Ras
an improved relation with other world powers likeet
U.S. or France. In January 2005, Armenia has stipgor
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the U.S. in Irag, and in 2007 began the debate incountries, but what particularly expect Georgia and
Congress on the adoption of a resolution on the Azerbaijan is an guarantee of long-term securitigictv
recognition of the "Armenian Genocide" approach can be obtained at the earliest by joining NATO
postponed due to opposition of Turkey [Priego, 2008 umbrella.

Noting the slight opening of Armenia, the Unitecigs Of the three South Caucasus states, as for the
tried its involvement in energy as a transit carido relationship with NATO, Georgia has most clearly
transport Azerbaijani hydrocarbons to Europe, UaS.a expressed its willingness to join the EU, which is
mediator in the Nagorno-Karabakh conflict, conginer ~ predictable given its vehement opposition from Russ
that such a project could also lead to solving @ssu Moreover, Azerbaijan is open to cooperation and
between the two countries. Armenia's refusal tovevai interested in EU membership, but do not neglect
the close relationship with Russia, led to the lation relations with Russia, while Armenia, as shown in
of this variant and to reorientation of deicisonkeis to previous sections, being very close to Russia, admés
Georgia, who is willing to reduce Russian powetha consider membership in Euro-Atlantic organizations
region and to join Euro-Atlantic structures [Saldue while working with several western states. Openness

2002]. West of Georgia and Azerbaijan also involves hiighk r
for their safety, Russia suggesting again thatiling to
4. EUROPEAN UNION intervene military in the region, repeating evewfs

2008, if Georgia joins NATO, a threat that wants to

Although directly interested in the Caspian riches, show that the Kremlin is not willing to accept the
as the largest global oil consumer and the maiipiertt presence of NATO or EU in its sphere of influence,
of an East-West energy corridor, until the early)@§) given that both parties are interested in destgyin
the EU has preferred to leave the initiative inaregto Russian energy monopoly.
action in Caspian region to NATO, U.S. and their Despite the obvious EU energy interests in the
regional allies (Turkey), desiring not to worsetatiens Caspian region, European efforts over the past two
with Russia, the main supplier of energy in Europe. decades were much lower than those of the U.S. and
Initially, immediately after the collapse of the 88, the U.S. policy continues to be the best representabibn
EU has shown interest in the Caspian region as aWestern position for the South Caucasus in terms of
potential supplier of oil, taking advantage of ti@os of ensuring security, strengthening the rule of lawd an
the Russian Federation beginnings. In this respghet, promotion of energy projects. Indeed, among thenmai
EU launched major energy projects as TRACECA priorities of EU energy development policy are imgd
(Transport Corridor Europe-Caucasus-Central Asi) a avoiding strategic dependence given that some EU
INOGATE (International Oil and Gas Transport to countries are already strategically dependent ossidno
Europe) that would have to link Europe to the Caispi gas, especially countries in Central, Eastern amais
region, but regional escalation of conflicts ands§la's Eastern Europe, where there is a dependence ofsalmo
return to power on the European energy market é@ds | one hundred percent of Gazprom, a Russian monopoly
to stagnation of these projects. The EU also decrox gas supplier. Even France and Germany are incigdgsin
to get involved in solving frozen conflicts in the dependent on Russian gas and natural gas demand in
Caucasus, leaving this task to others internationalEurope is expected to increase substantially irfuhee,
organizations [Aldea, 2008]. Lately, however, EU Russia is prepared to fill this gap with its owrsger gas
enlargement to Eastern Europe, by the accession ofrom Turkmenistan and Kazakhstan, and if they db no
Bulgaria and Romania in 2007, brought the EU to the have alternative delivery options at the time, Rusgsll
border with the South Caucasus, which has incremed control the transport route of these hydrocarbons
Union's interests for the region. In this cont&udropean [Cornell et. al., 2005].
strategies regarding the Caspian area were reviewed The first alternative to this version proved to &e
coordinated with the U.S. and NATO efforts. EU natural gas pipeline from the Caspian Sea tramgsitin
decided to become more active in the Caspian region Azerbaijan, Georgia and Turkey, which helped to
both as a mediator of conflicts, but also by reabering diversify energy supply for Europe and of coursguce
energy projects in the region, seeking to ensusgggn  dependence on Russian monopoly. This is knownes th
security by diversifying energy sources. The lattan Baku - Thilisi - Erzurum (BTE often abbreviated) ialin
not be obtained without solving serious security transports natural gas from Sangachal terminal to
problems of Caspian region both internally, giveee t Erzurum in Turkey and became operational in 2066. |

political tensions and separatist conflicts, antbmally, parallel with BTE pipeline there is the Baku-Thiis
being influenced by geopolitical rivalries of rega Ceyhan (BTC) oil pipeline from Azeri-Chirag- Gunésh
actors. oil field in the Caspian Sea to the Turkish porCafyhan

In fact, the South Caucasus states are also itédres on the Mediterranean Sea.
in developing relations with the West, which ardidso Of course, there is no way to eliminate, by medns o

security guarantees from major world powers sudfh@s these two projects, the Western countries’ deperelen
EU or NATO, needed to secure their political on oil from the Middle East and on Russian gas, the
independence and economic viability [Cornell et, al above named projects managing to cover only a very
2005]. The inclusion of the South Caucasus in the small percentage of overall demand. However, these
European Neighbourhood Policy in 2004 was a small pipelines diversify global oil supply and securagginst
step in this direction since announcing intenstfaa of problems that might occur elsewhere. This creates a
cooperation between the EU and South Caucasusompetitive market that is the long-term interesfs
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Europe, of the U.S. and of the monopolists theneselv [Nuriyev, 2001], supporting Azerbaijan in any fiedad
because it forces them to reform the system. having good cooperation with Georgia, who shares th
However, once the Azerbaijani hydrocarbons will role of a transit country for Caspian hydrocarbons.
reach European markets, any supply disruption couldRegarding relations with Armenia, Turkey leads Acyo
have an immediate impact on European consumers asf isolation [Asatryan, 2002], taking part of Azaijan
fungible the markets might be. Faced with the tieadat in the Nagorno-Karabakh conflict, and any improvame
of disruption of energy supply, the EU should fee in the relations between Turkey and Armenia would
need to invest in the political and economic seguf mean losing alliance with Azerbaijan. Thus, thecedal
the South Caucasus, namely to revive TRACECA, with resolution of the Nagorno-Karabakh is currently oiméy
serious political and financial commitment; to speg way to engage in a relationship these three states.

the South Caucasus states integration in transatlan Ankara has shown over recent years interest in the
partnerships and NATO, to faciltate the South Caucasus, although its influence in the reggo
internationalization of processes of conflict resion in limited by the instability of Turkish society andsi

the South Caucasus, which are currently monopoliged domestic problems. These realities are that, degpitts
Russia, and provide further strong support for the strong cultural and linguistic links with the South
development of energy projects [Cornell et. alQ3]0 Caucasus, Turkey to have among the main regional
Thus it can be concluded that EU Member Statesactors the least impact on the region. But the tgrea
and Georgia and Azerbaijan need that the Union toadvantage that Turkey has, over these big regional
become more consistent in implementing its policy powers, is given by its geopolitical position that
instruments and much more related to activitieghim facilitates involvement in all energy projects dg&d to
region of EU Member States. However, as seen on thesupply Europe with Caspian hydrocarbons [Nuriyev,
international political scene so far, the EU mdimaa 2001]. The first attempts, namely oil BTC pipeliand
position of neutrality in the Caspian region [Ny gas pipeline ETC showed that it is possible a
2007]. Most likely the reason is that the EU waattsll diversification of energy sources and routes enguri
costs to avoid a direct conflict with Moscow, altigh its Europe's energy needs with options that bypassid&uss
interest in Caspian energy sources and projectheén and more ambitious projects such as Nabucco are

region is growing. expected to be implemented in the near future, ayrk
receiving, through its role as a transit countralinthese
5. TURKEY projects, incentives to imply more in the region.

Turkey is the second most important regional 6. IRAN
player, after Russia, bordering all three Southdaaus
states, being related to the region in historicalfural Iran is also an important geopolitical actor in &Th
and linguistic terms. South Caucasus in the lagi tw Great Caspian Game", being in the vicinity of tloath
decades has gained strategic importance for TurkeyCaucasus and with historical, economic, culturadl an
especially for two reasons. The first is the need f ideological interests in the region. With the cp#ia of
stability regions after the collapse of the USS#, the the USSR, Iran hoped to be able to restore itoiist
Turkish state own security. The second reason isinfluence on South Caucasus states [Nuriyev, 2001]
economic growth given by Turkey's participation in categorically opposing the involvement of the Weste
energy projects in the region as a transit coufbry powers in the South Caucasus and Caspian Sea region
natural gas and oil pipelines leaving from the Gaus Noting the opening of Azerbaijan and Georgia to
and Central Asia to international markets [Szymansk cooperation with the West, including with Turkeges
2009]. Thus, we can conclude that Turkey sharesas a rival in the region, Iran has decided to allth
common interests of the U.S. and the EU to enduge t Armenia, supporting it at the beginning of the dichbf
stability and security of the South Caucasus thinoug the Nagorno-Karabakh. Moreover, the assistanceesffe
peaceful resolution of frozen conflicts in the wgiand to Armenia helped to improve the relations betwizan
achieving energy projects in the southern corrittor  and Russia, the two countries having common interes
avoid transiting Russia. in the Caucasus, and subsequently led to the

For the South Caucasus states, several features ofstablishment of the axis Russia - Armenia - Iran
Turkey make it to be regarded as an indispensable[Sadegh-Zadeh, 2008].

partner in the region. Among these important valises Over the years, Yerevan and Tehran have built
that Turkey is a NATO member and EU close with a strong relationships, especially regarding the geter
traditional alliance with the Western democracilso, cooperation, a first gas pipeline connecting the tw

Turkey's position in the heart of Eurasia, at the countries being already operational. However, #&ran'
intersection of Asia, the Middle East and Europeeg it position regarding the conflict between Azerbaifard

a strategic geopolitical importance as a transitntny. Armenia is not the same as before, Tehran moving to
Moreover, embrace of democracy and open marketcertain neutrality and becoming interested in its
economy makes Turkey a model for the Caucasiandiplomatic solution. Its northern border instalyiliand
countries and an attractive partner for cooperatiod possible involvement of third parties in the renewf
investment. hostilities is a source of concern for Iran.

However, Turkey has differentiated strategy in tiefes Like Russia, Iran is very interested in what hapgpen
with the South Caucasus states. It considers Gearyl in Azerbaijan, especially in the Caspian Sea. Tt f
Azerbaijan as natural allies in the South Caucasusthat Azerbaijan has strengthened its cooperatidh thie
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West by developing relations with Turkey, NATO, the believed to have planned an attack against locaklis
United States and Israel, offers, according tolthrian and American targets, ordered by Iran. Followingsth
analysts, the possibility to Azerbaijan to become aevents, Wafa Guluzade, a political commentator seen
powerful oil-producing country that Iran can no den very close to Azerbaijani President Ilham Aliyev,
influence [Nuriyev, 2001]. For this reason, Tehian warned Iran that "planning the murder of prominent
trying to make felt the threat of Russian-Iranidiimace foreign citizens in Azerbaijan by a band of terstsj one

to the territorial integrity and sovereignty of Abaijan, of whom living in Iran, is considered as a ‘hostile
in order that Azerbaijan, aware of the dangers xtif activity' against this country "and that such acsiavill
pro-western policy would end relations with Russial not influence the socio-political situation of Abaijan,
Iran, to maintain cooperation with these two coiestr but continuing in this direction will receive a pemse
Divergences in the Caspian Sea, the BTC pipelinefrom Azerbaijan and its Western allies [Shvidle®]12].
construction and exclusion of Iran from the "Coaotraf Relations deteriorated further due to Azerbaijan

the Century" on the understanding of oil explonatin Eurovision festival organization, Iranian mediaoagly
1995, have deteriorated over the past two decadegriticizing the show that was ranked as un-Islaamcl
relations between Iran and Azerbaijan [Sadegh-Zadehvery scandalous. Consequently, Iran withdrew its
2008]. Among these problems, the most importamtfis ambassador in Baku in May 2012 to protest against
the status of Caspian Sea and its division of nessu "insults to the holy" $tefanescu, 2012].

The five states with access to the sea - Iran, iRuss Even if it does not have a border with Iran,
Kazakhstan, Turkmenistan and Azerbaijan - have diplomatic relations between Georgia and Iran have
different views on the definition of the Caspiansas or developed quite a lot lately, especially becausehef
lake, and depending on their position these staie$o conflict between the South Caucasus state and &ussi
agreement regarding its division. Iran demands anGeorgia seek ways to eliminate economic and energy
equally divided sea, each country receiving 20 gric  dependence on Russia, and Iran, which has significa
without specifying whether 20 percent refers teeress natural gas reserves, is willing to export oil histnew

or sea surface. On the other hand, Russia hasedetdd client and to develop economic relations with Hili
split the area based on each country border the seaHowever, Iran's cooperation with Georgia could koth
Kazakhstan and Azerbaijan agreed with this approachRussia, and so Iran may be forced to stop engaiging
since their independence in the early '90s. Evém fifis relations with Georgia if it wants to retain palal and
division Russia can not take advantage of the greatmilitary cooperation with Moscow. Also, as it did the
reserves thus assigned to Azerbaijan and Kazakhistan past with Azerbaijan, U.S. could ask Georgia toakre
still has important deposits in the north of tha sad is ties with Iran [Sadegh-Zadeh, 2008]. Thus, the
based on the fact that it will benefit anyway from development of relations between Iran and the South
transportation and processing of hydrocarbons bérot  Caucasus still remains uncertain.

neighboring countries. Thus, the only obstacle in

clarifying the Caspian Sea status is representeltdny

the main dispute being between it and Azerbaijdgme T 7. CENTRAL ASIA

conflict escalated in 2001 when Iran has threatetoed

use military force to avoid exploring the regionttset ~ Even though after 1990 Caspian basin became an
owned by BP, which led Azerbaijan to postpone important element in international geopoliticaladisrse
exploring that area to settlement of conflict [Celiret. ~ because of its potential energy, the term "Caspian

al., 2005]. Moreover, disagreements exist betweenbesides to define the sea with same name and the
Azerbaijan and Turkmenistan, and solving the proble depression in which it is, never meant an entitthee
of territorial delimitation of southern Caspian Seaan  culturally or politically. Besides that was alongne
impediment to development projects in the regionicty ~ SPace for which control rivaled the Russian Empine
affects not only the Caspian Sea littoral states,aiso ~ Iran, the two regions east and west of the Caspiza
all other actors involved in " The Great Caspiamm@4 are relatively foreign to each other. The reasahas, in -
However, until recently, relations between the past, ties between Europe and Asia were malder ei
Azerbaijan and Iran appeared to be improved, gting through the south axis Iran-'l_'urkey to the Meditesan
greater cooperation in the political and econorietdf ~ OF through the north by Russia [Peyrouse, 2009].
In terms of political field, Azerbaijan expressets i However, with the implosion of the USSR, the
refusal to join an anti-Iranian coalition, considerthe ~ countries of South Caucasus and Central Asia héae t
problem of using nuclear technology should be sblve 0 regain role as intermediaries between Europe/aiel
diplomatically. In addition, the two countries hsigned ~ Pecause, by developing bilateral relationships,sdhe
an agreement to prevent the attack of one agaest t States can be opened to new markets, those inalentr
other. Economically, Azerbaijan and Iran had signed ASia being interested in Turkish and Iranian masket
various agreements for energy projects, and evenand those in South Caucasus in Chmes_e and Soudgh-As
negotiations on dividing the Caspian Sea seemédye ~ Markets. Peyrouse (2009) argues that interestbatie
entered the right track [Sadegh-Zadeh, 2008]. economic and strategic, most of these countriedimgn
But although since last year Azerbaijan leadership t0 reduce Russian dominance in the region, andgbgin
suspected that behind a growing number of profests fact, influenced by major world powers, the United
the country is Iran as instigator [Stratfor, 2014f,the ~ States trying to achieve an east - west axis idstea
beginning of the year Azerbaijani authorities halear ~ traditional north - south axis, and China tryinggain
evidence in this regard, arresting 22 people whe ar
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access to lranian and Turkish markets, and EuropeTherefore, the chances for cooperation or compatiti

hoping to develop TRACECA project.
Even if there is a high potential for developing
relations between the two regions, trade is stitited,

the region appear to be equal at the moment, dwdy t
global political elite ability to promote partneigh
instead of competition being able to bring relasion

the most significant exchanges taking place betweenbetween these countries on track.

Azerbaijan and Kazakhstan, in particular in endielgl.
Considering that hydrocarbons transport from Camspia
basin to international markets would drive the

development of relations between South Caucasus and

Central Asia, Russia's active involvement in thgiae,
not to lose control over transportation and proogsef
these resources, is an obstacle also for otherupted
trade.

Moreover, proximity to Russia or to West divides
the group of South Caucasus and Central Asiansstate
two. The most important oil-producing countriestle
Caspian region, Azerbaijan and Kazakhstan, anddieor
as a transit country, hope that by supporting migiti
pipelines routes may limit Russia's ability to use
economic mechanisms to influence. Meanwhile, thgy t
to resist the economic pressures of Russia in tpeh
that these routes will be constructed. Azerbaijad a
Georgia, as well as Uzbekistan, producer of gad, an
Kyrgyzstan, poor in resources, are also confideat the
political, military and economic relations with eth
countries will help to resist Russian pressure.
Kyrgyzstan, with less to offer in economic or naity
terms, is more willing to accept Russian influetican
Uzbekistan. On the other hand, Turkmenistan, tigekt
gas exporter in the region, most shipped to degtima
in Russia, sought to reduce the vulnerability tcs$a
doing a policy of more and more increased political
economic and social isolation. Finally, Armenia and
Tajikistan are dependent on Russia for their sgcuri
needs, and therefore maintain close relations with
Moscow [Oliker, 2002].

Opening the West of most Caspian states and
realization of the first southern caucasian engngyect
that avoids Russia through the BTC pipeline, cotaple
in 2005, gave courage to Central Asian states ¢(ags
in such projects. For example, since 2006, Kazakhst
has committed to export oil through BTC. Moreover,
discussions on the implementation of the Trans-faasp
Pipeline (TCP) from Turkmenistan to Azerbaijan, an
undersea pipeline to carry gas from Central Asizhto
EU [Mitan, 2011], started in 1999, but concernsrove
Caspian status yet raises obstacles to its comistnuc
Therefore, so far transporting Kazakh oil through

8. CHINA

In 2011, China recorded the largest increase in
consumption of oil and gas worldwide, being theosec
largest energy consumer globally after the U.S.,[BP
2012]. Thus, with continued growth in consumption,
China is looking for new energy sources and rouotes
transportation of hydrocarbons.

Therefore, even if, so far, China has not shown a
special interest in energy projects in the Southd@aus,
this could occur in the near future. It is knowatthran,
Kazakhstan and Russia already exports oil to China,
between Kazakhstan and China being in operation a
pipeline that starts near the Caspian Sea. Thus, th
development of the submarine trans-caspian project
could also facilitate exports of Azerbaijani hydadzons
to the East.

Steps in this direction have already been taken by
China, which over recent years has significantly
improved relations with the South Caucasus stdtes.
addition, China has expressed a desire to ensaditst
in the region, this being necessary to develop gner
transport on the East-West axis. It can therefoee b
concluded that although still far from maturitylations
between the Caucasus and China will grow in
importance in the near future, given the growing
presence of China in the region, aimed to find new
markets for its products and energy resourcesalsatof
transport corridors to Europe.

9. CONCLUSIONS

Its geostrategic position and rich energy reserves
turned Caucasus from an area unknown to the West in
the new "star" of the world stage. Interest of thain
powers of the world, highly industrialized and emer
consumers, in an era where energy consumption is
growing faster than the discovery of new resourees
attracted immediately after the collapse of the BS&

this newly independent region, each of them tryiag
secure benefit from it.

As emphasized throughout this paper, Russia has

Azerbaijan to European markets was made by rail andthe highest authority in the development projentshie

sea.
The situation is similar for exports of natural gas
the BTE project being expected to expand further

eastwards to include Turkmenistan and Kazakhstan.

Both countries have shown interest in the European

region, not only being able to use "soft power" &mard
power" to impose its position. This regional aatan be
stopped by a more active EU or U.S. presence. Up to
date EU has not imposed sufficiently strong positio
the region in order to avoid a conflict with Russaad

project Nabucco, but no concrete measure has beei).S. is not so much interested in the Caspian regpo

taken so far [Peyrouse, 2009].

Thus, we can conclude that relations between states

in the South Caucasus and Central Asia are linaredl
will likely continue as long as countries in thgimn do

not share common interests and strategies. Iniaddit
the situation is aggravated by the involvement ajan
world powers like China, Russia, Iran and the Ua#ho
also have different approaches to the problem.
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be more involved.
Thus, the South Caucasus countries, still feelreg t
threat of Russia, and without strong international
support, have the power to solve ethnic confliad &m
secure peace and stability that investors expestard
valuable energy projects.

Uncertainty and unpredictability that dominate this
region make unknown the direction in which the ¢hre
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South Caucasus states are going, the effects attineg
developments certainly going to be felt widely. $hit
is expected to reach a consensus of major powerslpo
these new states to exceed the period of tranditmn
the former Soviet republics to independent and i=ige
states. In addition, their support for stabilitydanregional
security could have beneficial effects on inteiovadi
routes and diversifying energy sources.
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