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It is doubtful that any pipeline has been invested with more economic, political and strategic significance than the Baku-Tbilisi-Ceyhan (BTC). This paper will focus on the relationship between the BTC and the Nagorny Karabakh conflict. It will argue that while the BTC was a response to some problems, it has exacerbated others.
In a collection of essays on the BTC published in 2005, Frederic Starr and Svante Cornell extolled the benefits the BTC had brought to the region and the virtues it had indirectly promoted in the countries affected.  These benefits transcended the economic and strategic spheres, according to them. They listed nine areas in which the three countries involved, Azerbaijan, Georgia and Turkey obtained new experience in democratization, institutional capability, work force development, development and coordination of laws, risk assessment, etc.
 
The extremely positive assessment by the two Washington based writers is not a novelty, although it does add new twists. And having been written while the pipeline construction was being completed, the authors could exude more self confidence. Nonetheless, most of the benefits mentioned, even if of any permanent value, were side effects of the decision to build the BTC rather than part of the initial motivations, which remain economic and strategic. The main idea was access to the Caspian Sea resources and their export via routes that were under American control.
In the mid 1990s the Clinton administration determined that the South Caucasus was of strategic value to the US; it also found in the BTC the most important tool to give physical expression to the projection of American interests in the region. In his testimony in Congress, Deputy Secretary of State Strobe Talbot argued that the pipeline would bring democracy, prosperity, increased cooperation, and stability to the region and consolidate the independence of the south Caucasus republics from Moscow. In addition, it would serve to increase the role of Turkey in the security policies of Armenia, Azerbaijan and Georgia, minimize Russian influence and isolate Iran.
 It would, in fact, institutionalize the East-West axis and make a North-South axis impossible. In sum, the BTC was the solution to all the problems facing the three republics while it also provided the mechanism that would secure US strategic interests. 
More specifically, the project, known at the time as the Baku-Ceyhan pipeline, was linked to the Nagorno-Karabakh conflict and presented as the “peace pipeline.” By and large it made more sense to reach Ceyhan from Baku through Armenia; it would have been a shorter and therefore a less expensive route as well an easier one from the engineering point of view, considering the topography of the region. Armenia had no problems with the pipeline going through its territory; in fact, it considered it an important project that would help Armenia’s economy and its integration in the region and the world economy. 

Hence the offer made by the US. The pipeline would go through Armenia if Armenia made peace with Azerbaijan by resolving the Karabakh conflict. President Heydar Aliyev joined in offering the pipeline to Armenia along the same lines. He might have possibly preferred that the pipeline go through Armenia, although his choice might have been the southern route, along the Araxes River, through Meghri, the southern Armenia bordering Iran, whence it would enter Nakhichevan, the Azerbaijani exclave and Aliyev’s birthplace. From there it could enter Turkey directly from the very narrow common border with Turkey. But Aliyev was also ready to accept the simpler and direct route through northern Armenia.
Armenia, while recognizing the value of the pipeline, refused to link the two issues and asked the US and Azerbaijan to desist from such a linkage as well. Armenia insisted that it was negotiating in good faith and was ready to make concessions it could possibly make, with or without the pipeline; Yerevan also thought that the pipeline project was hardening the position Azerbaijan had taken in the negotiations; Baku did not feel it had to make the necessary concessions on its side to reach a mutual compromise. In addition, any compromise in the context of a linkage would make it easier for the political forces in the country opposed to any concessions to block a compromise solution as “selling out” Karabakh for economic gain. In other words, Armenia would not make any concessions it was already prepared to make just to get the pipeline. 
The routing through Armenia became a political impossibility since Azerbaijan and Armenia, technically still at war despite the 1994 ceasefire, were unable to resolve the Nagorno Karabakh conflict. 

Turkey had also refused to establish diplomatic relations with Armenia and kept the borders with the latter closed, linking the resolution of bilateral relations with Armenia to the resolution of the Karabakh conflict as an expression of solidarity with Azerbaijan.

During his second tenure as Turkey’s Prime Minister, Mesut Yilmaz concluded that the absence of normal relations in Armenia due to the linkage with the Karabakh issue were harming Turkey’s strategic interests in the whole region. Yilmaz traveled to Baku in 1996 to see if Azerbaijan could be amenable to Turkey opening its border with Armenia. He was rudely rebuffed by the then Azerbaijani Minister of Foreign Affairs, Hasan Hasanov, who threatened the Turkish PM with the following words: “Ya borusu ya kapisi” (Either the pipeline or the gate, or border). Yilmaz did not have enough political capital or will to pursue a change of policy. The closed Turkish-Armenian border had more of an impact on Armenia’s economic development than the Azerbaijani blockade; and the Azerbaijani negotiating position was based on the expectation that Armenia’s economy would choke and Armenia would make all the compromises on Karabakh if the blockades were maintained.
The oil companies involved, led by BP, were not too enthusiastic about the Baku-Ceyhan pipeline. They argued that they needed 2 million barrels of oil as output for the project to make sense economically.
 They were, most probably, aware that the figures for oil reserves in Azerbaijani offshore fields presented by Baku and the US were exaggerated; they were also concerned with political instability in the region and the potential impact of the clash of strategic interests. 
The oil companies involved had their own preference. Caspian oil could flow to the world markets via Iran through the latter’s extensive pipeline system—a short one would have to be built from Azerbaijan to northern Iran—and benefit from Iran’s experience as well. 

Nonetheless, BP relented under pressure from Washington. BP was told that its chances to get any oil leases on US soil in the future would be in jeopardy unless it changed its mind. Ultimately it was not market forces that determined the route but strategic interests and “blackmailing.” 

The appointment of Spencer Abrams as Secretary of Energy left the impression in the early months of the first administration of President Bush in 2001 that the US might lose its enthusiasm for the BTC. Think tanks such as the Carnegie Endowment and CATO Institute released reports recommending against it as unnecessary, unsafe and problematic. Carnegie thought there should be cooperation rather than confrontation in the energy sector with Russia and Iran.
 Nonetheless, soon after the Clinton era policy of full support resumed, ILSA was renewed and Spencer replaced. The economic, political, and strategic arguments articulated during the Clinton years returned with added vigor and the pipeline was built through, even if it did not bring peace to the region.
Most discussions on the role of the BTC have a positive spin, especially in terms of the benefits for the south Caucasus region. But if at all, Armenia appears in these discussions only tangentially. It is as though having resolved problems through Azerbaijan and Georgia, Armenia could be ignored; what is meant by “region,” in fact, is a corridor that houses the strategic interests of the US and the West. Whether it is the centrality of oil which determines the strategy or the strategy for which oil only a justification or added inducement, the dominant current view tends to define the region from the perspective of the interests of others.

While it is possible to ignore Armenia for a number of purposes, it is hard to do so from the perspective of the region itself. Armenia is one of the three republics of the region; it that has had more stability, despite many crises, than the other two; it has a viable economy that compares well with its neighbors, despite the blockades; its army is still considered the best in the region, even if Azerbaijan may be catching up. Armenia has intricate relations with its neighbors and has positioned itself differently with regard to the major players in the region. It is difficult to speak of regional cooperation when one of three units that constitute the region is left out.
The current administration in Yerevan has tried to minimize the significance of the BTC and the impact it has had on Armenia’s current position, options in the future, and role in the region. In a speech delivered at a security related conference, Armenia’s previous ambassador to Washington argued that although Armenia did not become the transit country for the BTC, it can still benefit from “infrastructural” projects or by-products related to the BTC.
 

Official statements notwithstanding, the BTC has created a sense of isolation in Armenia, a sense that has been enhanced with the projected Baku-Tbilisi-Erzerum gas pipeline and the Tbilisi-Kars railroad.
 Leaving out Armenia from these projects has strengthened the position of the most xenophobic and isolationist political forces in the country, the same forces that have taken the hardest positions with regard to the resolution of the Karabakh conflict. The spokesman for one such party, the Dashnaktsutiun, dismissed the BTC as insignificant and thought it was the gas pipeline that might present a problem to Armenia; but he did not think so because it might increase the irrelevance of the country or constitute another missed opportunity for integration in the region and world economy, but because once such a pipeline starts supplying gas to Georgia, Tbilisi may no longer have an interest in the continued functioning of the Russian-Georgia-Armenia line that supplies both countries currently.

The BTC and related projects may also have pushed Armenia further into a dependence on Russia and Iran, minimized Armenia’s stake in regional stability, and deepened the divide between it and its two neighbors.
One may question whether the BTC and the prospect of the other related projects have strengthened democracy in Azerbaijan or even Georgia. There is no question that these have not increased security and stability in the republics or the region. Most importantly, it is this author’s view that with regard to the Karabakh conflict the BTC has not contributed to its solution and may have even exacerbated the difficulties in the peace process.
Just as in the earlier phases of the conflict Azerbaijan relied on the economic blockades to bring the Armenian side to concede all, it now relies on the income from oil to build up its military capabilities and, taking for granted the backing of the international community and the US that have heavily invested in the BTC, it is less willing to make concessions. References to a military solution have increased in proportion with the increase in oil revenues. President Ilham Aliyev has pledged to increase military spending to $650 million for the current year and to equal Armenia’s total state budget of about one billion dollars in a few years.
                
Last month the EU expressed concern that Georgia and Azerbaijan were investing an inordinate amount of their oil resources to increase their military capabilities, thus increasing the possibility of renewed hostilities in the three “frozen” conflicts of the south Caucasus: Abkhazia, South Ossetia and Nagorny Karabakh. Expounding on that thought, ICG Europe Director Nicholas Whyte stated, “Oil is not helping to lubricate conflict resolution.”


As Michael Kennedy points out, violence was integral to the transition culture of the 90s in the form of secessionist conflicts that engulfed all three states and nearby Chechnya and of domestic violence in Georgia and Azerbaijan.
 The difficulties inherent in these conflicts were further complicated, however, by the “over-strategization” of the region by the regional and not so regional powers.
Despite all the positive spin surrounding the BTC and the US policy goals, Washington adopted a confrontational attitude rather than one based on cooperation; one can say that democratization and peace became victims of that strategy, if such lofty goals are not equated with pro-Western and pro-American policies of the ruling elites.

The contradiction was inherent to US policy from the start. While touting the project as the “peace” pipeline, among other things, it was also insisting on it as a means of advancing American and Western interests to the detriment of the interests of Russia and Iran, two regional powers that have had a difficult relationship with the US, to say the least. 
The project, in its initial from or as BTC, had been opposed by Russia and Iran from the start. One could not expect that Iran and Russia sit idly while a major move was being made against them in their own backyard. Alarmed by US intentions, but unable to confront the threat directly, Russia and Iran used whatever means available to preserve their influence and pursue their interests which are, at least to some extent, legitimate.
Contrary to conventional wisdom that characterizes these two states as “pro-Armenian--both Russia and Iran oppose the preferred Armenian solution to the status of Nagorno Karabakh--independence for Nagorno Karabakh or its union with Armenia--and in doing so their position is in harmony with that of the rest of the international community. Both had good reasons to support the primacy of the principle of territorial integrity over that of self determination and to oppose any change of existing borders in the region that would open a Pandora’s Box.
But these are also two countries that have close relations with Armenia and to some extent Azerbaijan. These are two countries without whose acquiescence a resolution to the Nagorno Karabakh conflict might be impossible. In addition, both countries are oil and gas exporters, as Azerbaijan was to become, and Caspian Sea littoral states, just as Azerbaijan. 
Russia, still weak compared to the US, is certainly the only power that can manipulate the situation in Armenia and Karabakh to force upon them a solution they might not otherwise accept. Russia is the only provider of arms and natural gas to Armenia and the main provider of both to Azerbaijan. Russia is home for large numbers of emigrant workers from both countries without whose remittances social unrest would be certain to ignite the two republics. Russia borders the region and its Chechnya and related problems are impacted by new republics and conflicts in its south; for many in Moscow the threat of encirclement advocated by influential circles in Washington to prevent it from reemerging as a major power was taken seriously; and the BTC was only proof of that goal. Russia was using the conflict to prevent Armenia and Azerbaijan from patching up their differences and joining Georgia and Turkey in the realization of the perceived American strategy. 
This is not to say that Russia is opposed to the resolution of the conflict. Again contrary to accepted wisdom, I do not think that Russia sees its interest in the perpetuation of the conflict; after all Moscow kept the conflict in check during the whole of the Soviet era, when Pax Sovietica reigned. Russia is opposed, however, to a Pax Americana, that is, a peace that works to the advantage of US interests and to the detriment of Russian ones. It would prefer a Pax Russica, even if only to keep  away Pax Americana. The US did not act differently when at least on one occasion a Russian mediated plan for the resolution in 1993(?) threatened to make Russia the peace maker and leave the US out of the region.
In a general sense Iran is in the same situation. Initially Iran was extremely disturbed by the militarization of the conflict and the course of the Karabakh war. There was a spill over of Azerbaijani refugees into Iran when Armenian forces occupied four regions of Azerbaijan bordering Iran, and the Azeri population of northern Iran was agitated against Armenians. Iran became the main mediator between Azerbaijan and Armenia in 1992, soon after the collapse of the Soviet Union. It even came close to establishing a cease-fire in May of that year at a summit in Tehran. That near success alarmed both Russia and the US that used every lever at their disposal to make sure it failed. 
Furthermore, as an alternative to the BTC, Iran offered to buy the Azerbaijani oil outright or swap it with its oil in the south. But this option was discarded due to American opposition, a position enshrined in ILSA (Iran Libya Sanctions Act).
Iran has also an “Azerbaijan” problem. The first administration of independent Azerbaijan led by National Front leader Abulfaz Elchibey was vehemently and ideologically anti-Iranian (and anti-Russian), aligning itself culturally and politically with Turkey. More relevant to our discussion is the platform, discourse, and activities of the National Front led government to create a greater Azerbaijan by laying claim to northern Iran which is populated largely by Iranians of Azeri ethnic origin. Moreover, Azerbaijan was emerging as an independent player in Caspian Sea politics and would be a competitor as a hydrocarbon energy exporter. Iran did not have sufficient weight to impose its own peace but had enough reasons and some means to block any solution to the Karabakh problem that could bring the American threat closer to its borders.
Since its 1992 direct involvement in the peace process, Tehran has played largely the role of an interested observer that finds some solace in the fact that the continuation of the conflict keeps Azerbaijan busy and the US away. Here too I do not believe Tehran sees the perpetuation of the conflict to be in its interest. It does, nonetheless, view the pipeline as bringing the American threat closer home, as does Moscow.

The role of the BTC as a strategic weapon has been further emphasized by the fact that the East-West axis (Caspian Sea-Azerbaijan-Georgia-Turkey) has been extended to include Israel, as a natural and logical extension of US strategic interests. Israel, which has military agreements with Azerbaijan, Georgia and Turkey, now receives 20% or 300,000 b/d of its oil consumption from the Caspian Sea through the BTC. There are plans for undersea pipelines from Turkey to Israel not only for consumption in Israel but also for export to Asia. The implications of such plans for the control of supply and transit of oil need not be elaborated. Suffice it to say that the militarization aspect goes hand in hand with the strategization aspect. Russia has already signed an agreement with Syria to establish a naval base in the port of Tartus on the Mediterranean. Also, it is no an accident that the extended East-West axis embodied by oil and gas pipelines is not too far from the Shi’ite arc that starts in Iran and ends in Lebanon going through Iraq and Syria. The rest is not difficult to imagine.

Indeed the global is very local and the local global.

Of the various militarized conflicts that erupted in the Caucasus, the Karabakh conflict is the most significant from the point of view of strategic implications. It pits against each other two of the three republics of a region that has become the venue of a mini cold war. 
I am not arguing that the US or others are responsible for the failure in the resolution of the Karabakh conflict. Ultimately, it is the parties to the conflict that must be held responsible. This is also not the place to find fault with the Armenian side or Azerbaijan in failing to achieve peace. Both sides have missed great opportunities to do just that.
My argument is that at the regional players as well as the international community and its most powerful member, the US, failed too when we focus on the region from the point of view of internal dynamics and the one conflict that has kept the three countries from becoming a region. The US and others failed to act decisively and in unison when the partiers were close because of their own fears, interests, and calculations.
Given the unending instability in Georgia and Azerbaijan, the uncertainties in Turkey, the reemergence of Russia, and the problems with US policies in the Near East and the south Caucasus, the jury must still be considered out about the role and future of the BTC.
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