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U.S. Interests and Policy in the South Caucasus 

Although I represent the office that handles the South Caucasus and its regional conflicts, we work with our Ambassadors and our colleagues in the field in Baku, Yerevan and Tbilisi as well as with other members of the Bureau of European and Eurasian Affairs to advance our goals and interests in this very important region. We consult regularly as well with our partners in the EU, the UN, NATO, OSCE, other international organizations and relevant countries including Russia because of its key role in this region. Of course we also maintain close contacts with both governmental and non-governmental actors in Armenia, Azerbaijan and Georgia as well as with other important countries in the region.

The U.S. Policy in the South Caucasus

"First and foremost, it is driven by our national and international interests", - President Bush laid down in his second-term National Security Strategy just a couple of weeks ago. Of course, national interests must determine the position that our country or any country takes in foreign affairs. In international affairs countries constantly have to be recalculating and recalibrating the benefits they are receiving with respect to their national interests. 

There are good reasons for the U.S. to take care about the South Caucasus. The region is one of Europe's frontiers of freedom. It is a region comprising Armenia, Azerbaijan and Georgia. These are new countries with old traditions and very promising futures. The South Caucasus frontiers are vast, stretching from the Black Sea to the Caspian Sea, linking Europe and serving as a gateway to Central and Southern Asia. The national interests of the U.S. in this region are really shared interests with the countries of the region itself. It involves a number of factors: security, energy, economic interests, and the process of internal reform and democratization. The U.S.'s role in that democratic process is to help the people, and the governments of these countries to find their voice, to attain their own freedom, and to make their own way. 

We want very much for each of these countries to succeed. Reforms are advancing, but the separatist conflicts, challenges of terrorism, organized crime and forces of corruption all post-communist countries face pose continuing challenges to the fulfillment of their full potential for democratic and economic development. 

One point however in our national interests in the South Caucasus I would like to stress, is we do not see our own interests in terms of competition with those of Russia. We believe that we share with Russia an interest for the region that enjoys security, democracy, peace and prosperity, and it is not marked with religious extremism, drugs trafficking, organized crime, and terrorism. The achievement of this sort of reason would be a win-win outcome fоr the U.S., Russia and for all the counties of the region, and the global community at large.

The U.S. has vested interests in having strong, democratic societies emerge from all the countries of the former Soviet space. A principal, fundamental for democracy is rule of law, and our national interests is to see equitable societies governed justly according to the rule of law in the South Caucasus. One of the ways, we have expressed our support for these principle, is through assistance programs. 

In fact, U.S. and Armenia just signed an Assistance Agreement for $235 million in March. This Millennium Challenge Account Compact is a testament to Armenia's progress and its commitment to do more on good governance, economic freedom and investment. Armenia's democratic progress must keep pace however with its economic extension. Parliamentary and presidential elections in 2007 and in 2008 respectively will be watched carefully by Washington, and we urge them to be conducted freely and fairly indeed if the Millennium Challenge Compact is to be sustained. The constitutional referendum in Armenia in November 2005 unfortunately was tainted with reports of vote-tricking. This we confirm by the Council of Europe and domestic observers. The U.S. encourages the government of Armenia to address other reform measures as well including increasing media freedom since strengthening the judiciary.

Azerbaijan is still struggling to solidify its independence. After 1991, Azerbaijan established an independent, sovereign foreign policy, and laid the basis for wealth through a sound climate for investment in the energy sector. But the difficult work is still ahead, and it is becoming increasingly critical. We are working with Azerbaijan urging the government to implement economic reforms including anti-inflationary and anti-corruption measures, banking reform, and increased attention to business climate. These reforms will be necessary if Azerbaijan is to overcome the danger of the so called resource curse, and is to develop the free market economy based on diversified sources of income. In May the rerunning of the parliamentary races, which were fraud significantly affected the outcome of the November 2005 parliamentary elections, will be an important sign of Azerbaijan's willingness to make them a credit case. If Azerbaijan is serious about working to become a full democracy, however, the government cannot stop with elections alone. The elections are not the goal or the end-point of the democratic reform but one aspect of it. Development of civil society, professionalization of the parliamentary and judiciary reform are also elements that require attention if Azerbaijan is to remain stable. Fair and transparent trials based on evidence and respect for due process concerning the trials of several people accused of coup plotting will be another key test.

Georgia has been called the success for our freedom agenda. Although, in fact its work has really only just begun. President Bush visited Georgia in May of last year, two years after the Rose Revolution. He called it a beacon of liberty fоr the region and world, because of the work that President Saakashvili’s government accomplished so far in transforming Georgia from a failed state to a democratized nation and a growing market economy. He along with our European allies promised support and assistance to help Georgia to consolidate the gains that it has made. The U.S. sees the future of Georgia as a member of the Euro Atlantic community. We stand behind Georgia as it continues the hard work of continuing reform. Upcoming elections on the local level this fall are going to be a litmus test for Georgia's progress in electoral reform. We cannot do Georgia's work for Georgia. It should do these things for itself. The electoral process is going to be conducted to meet international electoral standards. There is much work to be done between now and the fall for those local elections to meet the test. 

The countries of the South Caucasus have also proved to be reliable partners in border security cooperation, counter-narcotics and counter-terrorism. We very much appreciate their work on these fronts. Addressing our shared security concern, the U.S. is grateful for the security cooperation of our partners in the South Caucasus, and their contribution to fighting terrorism. 

Azerbaijan has established itself as a strategic partner of the U.S., and we are both focused on ways to deepen that security relationship. More than 150 Azerbaijani troops stand alongside U.S. marines to safeguard the Khadid Zaden in Iraq, and Azerbaijani battalions also contribute to peacekeeping operations in Afghanistan and Kosovo. Over-flight permission for U.S. aircraft as well as strong information sharing and law enforcement cooperation in fighting terror are critical symbols of Azerbaijan's global approach to security cooperation.

Armenia also has sent non-combatant troops to Iraq and Kosovo, and we appreciate these contributions. 

The government of Georgia is also a committed partner in promoting global peace and security. In Iraq Georgia contributes 857 soldiers, and this is the largest per capita contribution in the coalition. Georgia is also contributing 160 troops Kosovo, and it is considering ways to contribute in Afghanistan.

Each of these countries seeks to strengthen its ties with NATO. Armenia and Azerbaijan have completed their NATO Individual Partnership Action Plans (IPАPs) in 2005, and Georgia is now completing its own IPAP. Georgia would like to get from NATO the Membership Action Plan this year. We certainly support this aspiration, but Georgia has to do some work yet not only to address its defense reforms but political, social and economic reforms in addition. 

Explosions in January cut off all of Russian gas and most electricity to Georgia and Armenia for a week during unusually cold weather. This was a dramatic event, and the crisis that underscored great need of these nations to diversify energy supplies. It also highlighted the urgency of regional cooperation on energy. 

In terms of oil, Caspian nations led by Azerbaijan and Kazakhstan's significant reserves will contribute to the world fastest growth in non-OPEC production between now and 2010. This non-OPEC oil will have help to diversify world energy supplies. The U.S. supports the energy policy of diversification in the region. At its heart, we are anti-monopoly. We support the region's work to diversify energy production, and to facilitate the transit of oil and gas. I have had great fortune in working with Ambassador Steven Mann who has dedicated much of the past year not only to working on the Nagorno Karabakh conflict, but also on creating the East-West energy corridor running through the Caucasus into Turkey and out to global markets. 

Our policy is about trade, investment and business, and an over-arching goal of supporting the countries of the region as they break away from the power of pipeline monopolies. The Baku-Tbilisi-Ceihan (BTC) oil pipeline is a great achievement, and is one we are very proud of. We applaud President Aliev and President Saakashvili for making this ambitious project a reality. We hope that Kazakhstan and Azerbaijan would now be able to reach an agreement to link Kazakhstan's North Caspian oil fields by tanker to the BTC pipeline of Baku. We also hope  Russia, Kazakhstan and the oil companies operating in the region will be able to reach agreement on expansion of the Caspian Pipeline Consortium, which carries Russian crude oil to Novorossiysk on the Russian coast of the Black Sea. 

Parallel to the BTC pipeline is the South Caucasus natural gas pipeline serving Azerbaijan's Shakhdeniz field, which is going to follow the same route, and will bring Azeri gas to the Turkish gas network. The opening later this year or perhaps early next year of the South Caucasus Pipeline will fill further underscore the region's role on the global energy markets. Down the road, we believe it will be possible and highly beneficial for Turkmenistan and perhaps Kazakhstan to work with Azerbaijan to construct the Trans-Caspian gas pipeline. Eventually, gas from the entire Caspian region could reach European markets and help Europeans diversify their sources of energy imports. 

On the trade front, we hope to see Azerbaijan join Georgia and Armenia as members of the World Trade Organization (WTO). Discussions in Geneva on March 30th showed that much work remains on the part of Azerbaijani government to meet the WTO's standards and to lower barriers to trade in goods and services, and to effective promotion of intellectual property rights. The U.S. remains committed to working with Azerbaijan, including with technical assistance towards its eventual WTO accession. 

In the long run, we want to see greater economic integration in the South Caucasus region and beyond. This understandably is a difficult undertaking. It is difficult without the settlement of the Nagorno Karabakh conflict. And it is even harder because of the other conflicts in the region: South Ossetia and Abkhazia. The U.S. is going to keep encouraging integration to the extent possible working around these conflicts. At minimum, we strongly urge the countries of the region not to erect new trade barriers between one another, which simply make resolution of the conflicts more difficult. 

The lingered separatist conflicts is the product of the breakup of the former Soviet Union. The conflicts should provide an opportunity for the U.S. to cooperate with Russia. A potential of this opportunity for cooperation should not be underestimated. The four conflicts are really tough challenges. They hamper economic and full democratic development of the countries involved. They pose a barrier to the greater integration of these countries into Euro Atlantic institutions. For this reason, the U.S. is working to facilitate peacefully negotiated settlements to these conflicts. Of course, each conflict has its own history and has to be approached accordingly.

A unifying threat in the Georgian and the Moldavian conflicts is the pervasive influence of Russia on the separatist regions combined with the presence of Russian troops enforcing the status quo of the early 1990’s ceasefires. Despite Russia's stated support for the sovereignty and territorial integrity of Georgia and Moldova, we see real clear inclination on the part of Russia to move beyond the status quo towards peaceful reintegration of the separatist regions into unified Georgia and the unified Moldova. Our policy on the conflicts aims to move this process forward trying to see cooperation with Russia, coordinating our efforts with our European partners, and stressing to all parties involved that we believe there are no military solutions to these problems.

On Nagorno Karabakh, we cooperate very closely with Russia and with France as the co-chairs of the OCSE's Minsk Group to promote the negotiated settlement between Armenia and Azerbaijan. Although, the recent summit in February between presidents Aliev and Kocharyan at Rambouet did not produce the desired principles for an agreement that many observers had hoped for. The momentum has returned to the negotiating process. They stun upcoming election cycles in Azerbaijan and Armenia coming up in 2007 and 2008. We continue to believe very strongly that 2006 is the time for a deal. And we continue to believe that if this window of opportunity passes that the prospects for a peaceful resolution of the conflict dim rapidly. 

What the U.S. seeks in this region is neither hidden nor complex. President Bush has said a mandate for his government is to advance freedom and democracy in the world. We take the lead to reinforce the independence of these newly independent states very seriously. We want them to be prosperous. We want them to develop in a stable way because ultimately we believe that free, fair and democratic societies limit the scope that America's enemies have to work in. These are the goals that I hope will meet with the good will of everyone in this room.

