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This note provides essential information on the so called frozen conflicts in Georgia (South Ossetia 
and Abkhazia) and between Armenia and Azerbaijan (the Nagorno-Karabakh conflict). A second 
section contains an overview of important recent events and developments in the region. The main 
focus in this context is on energy matters, which are at the heart of almost all regional issues. A
snapshot of geopolitics in and around the region is given and the region’s increasing strategic 
importance is noted. Developments described in this section influence the prospects for resolution of
the various conflicts.

A third section presents topical issues in the EU's relations with the region and provides general 
information about these relations. Basic facts on the three countries and an overview of their 
participation in key international organisations and multilateral cooperation, as well as a map, can be 
found in annexes.  

Key words in this note are in bold letters, so as to further facilitate the search for information on a 
particular conflict or other matter.

I. THE "FROZEN CONFLICTS"

"Frozen conflicts" is a catchy and widely used term which, however, does not describe all of the 
conflicts in the region in an entirely accurate way. In particular, the Nagorno-Karabakh conflict 
remains active, with frequent firing over the line of control which separates the Armenian and Azeri 
forces and considerable military as well as civilian casualties.

All of the so called frozen conflicts erupted in connection with the break-up of the Soviet Union. Their 
consequences in humanitarian, economic and political terms were enormous. Of the more than a 
million refugees and Internally Displaced Persons (IDPs)1, many of those in Azerbaijan, Georgia and 
North Ossetia (in the Russian Federation) still live in very difficult conditions and extremely few have 
been able to return to their pre-war homes.

The Nagorno-Karabakh conflict makes region-wide cooperation impossible and has a huge price in the 
form of missed opportunities to develop trade and infrastructure, as well as people-to-people contacts,
in normal and rational ways. Most analysts consider that a real and serious risk of a new full-scale war
between Armenia and Azerbaijan exists.

The breakaway regions in Georgia: South Ossetia and Abkhazia

The issue of the breakaway regions in Georgia is inseparable from the relations between Georgia and 
Russia.

Russian-Georgian relations in security matters improved in May 2005. The two sides then reached 
an agreement on the closure, by 2008, of the two remaining Russian military bases on Georgian soil 
which are not related to any peacekeeping operation.

  
1 'Refugee' means a displaced person living outside the border of the state that she or he has fled from. An IDP is a person 
who has been displaced, but continues to live within the same state. As South Ossetia and Abkhazia are not internationally 
recognised states, persons having fled from there are referred to as refugees if they are now living outside Georgia (e.g. in 
the republic of North Ossetia within the Russian Federation) and otherwise as IDPs. Neither Nagorno-Karabakh has been 
recognised as a state. Persons having fled from there, from adjacent Azeri lands or from other parts of Azerbaijan are 
referred to as refugees if they now live on the other side of an internationally recognised state border and as IDPs if not.
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Russian cooperation on the settlement of the conflicts in South Ossetia and Abkhazia is crucial. These 
two remaining breakaway regions2 both border on the Russian federation and their leaderships have 
strong ties with Moscow. The Russian attitude is highly ambiguous. While officially recognising 
Georgia’s territorial integrity, Russia nurtures these regions secessionist strivings through various 
kinds of support and the offering to their inhabitants of visa-free entry to Russia as well as Russian 
citizenship. Russian peacekeepers are widely regarded as partial. In the Georgian political debate, calls 
for their departure are regularly heard.

The Russian President Vladimir Putin on 31 January 2006 said that '[i]f people believe that Kosovo 
can be granted full independence, why then should we deny it to Abkhazia and South Ossetia?' Mr 
Putin called for a principled approach and also made reference to the northern Cyprus (while 
remaining silent on Chechnya). President Putin's statement could possibly be read as a signal of what 
Russia requests in return for supporting a Kosovo state.

The general approach of the Georgian President and Government has evolved since President 
Saakashvili in connection with his election in 2004 promised rapid reintegration into Georgia of all 
breakaway regions and since attempts to repeat the success with Adjara only produced a dangerous 
escalation in South Ossetia in the summer of 2004. The Georgian policy is now receiving more 
unreserved international support. The Georgian President's and Government's focus is still on South 
Ossetia, which is regarded by them as less difficult than the case of Abkhazia. Georgia now makes
intensive efforts to convince the EU and the USA to mobilise diplomatic and financial resources to 
back up a peace plan for South Ossetia.

South Ossetia broke out of Georgia as a result of fighting that started in January 1991 and may have 
claimed about 1 000 lives. Some 60 000 Ossetians and 10 000 Georgians became refugees or IDPs3. A 
cease-fire agreement, the Sochi Agreement, ended the fighting in 1992. A Joint Control Commission 
(JCC) made up by Georgian, South Ossetian, North Ossetian and Russian representatives was put in 
place and a Joint Peace Keeping Force (JPKF) with the same composition was created. The JCC 
should also work on conflict settlement. Being isolated there, the Georgian government is pursuing a 
wider format for efforts at ending the conflict.

The Georgian government presented a peace plan for South Ossetia to the UN General Assembly and 
to the OSCE in the autumn of 2005. A statement on Georgia adopted by the OSCE Ministerial Council 
in Ljubljana on 6 December 2005 supported this plan as a basis for the peaceful settlement of the 
conflict.

The peace plan describes a process with a total time frame of less than a year which should lead to the 
conclusion of an agreement on South Ossetia's status within Georgia. Comprehensive autonomy would 
be granted and a number linguistic, educational and other rights would be guaranteed together with 
representation in central governing and judicial bodies. 

In parallel with negotiations on the status agreement, a host of aid and integration measures on the 
ground should be prepared and implemented. As a basis for humanitarian and rehabilitation aid, the 
OSCE should carry out a needs assessment (which is now being done). Integration should include joint 
policing as well as joint control of the Roki tunnel at the Russian border. Through this tunnel, big 

  
2 The region of Adjara was re-integrated in Georgia in 2004.
3 Estimates given in Georgia-South Ossetia: Refugee Return the Path to Peace, International Crisis Group Europe Briefing 
No 38, Brussels 19 April 2005.  
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volumes of goods are smuggled and income from this traffic is widely believed to sustain the South 
Ossetian de facto authorities4. 

As confidence-building measures and part of the re-integration of the region into Georgia, the payment 
of pensions should be resumed and arrears settled. The issue of property restitution, which is critically 
important in the context of the return of refugees and IDPs, should also be dealt with. The plan also 
envisages the creation of a Joint Georgian-Ossetian Rehabilitation Fund, with donor support from the 
EU, Russia and the USA.

Commentators have argued that the time-frame is very unrealistic. It has also frequently been 
mentioned that the extent to which the recently re-integrated region of Adjara will be able to practice 
self-government will strongly influence the ability of the Georgian government to convince South 
Ossetians and Abkhazians of its commitment to respect arrangements for comprehensive self-
government for them.

The de facto President of South Ossetia, Mr Kokoity, in December 2005 outlined a process with 
similar contents, but with the crucial difference that South Ossetia's status and related issues would not 
be dealt with in parallel, but after the region had benefited from large-scale aid.

Abkhazia has enjoyed de facto independence since a war in 1992-93 against the central Georgian 
government in Tbilisi. This status is not recognised by any state or international organisation.

Unlike the population of other breakaway regions, that of Abkhazia consisted only to a small extent of 
people belonging to the ethnic group in the name of which independence was declared. Abkhazians 
made up only 18% of the population at the time. The reasons for this included the departure to Turkey 
of many Abkhazians, in particular Muslims, after a failed revolt in 1866 following the imposition of 
tsarist rule and the subsequent arrival of many Georgians, Russians and Armenians.

Georgia was weakened by other splits and its army was confronted not only with Abkhazians, but also 
with very significant numbers of fighters from other parts of the Caucasus, as well as Russian troops, 
when it tried to establish control over the region. The Georgian army was defeated and withdrew in 
September 1993, taking with it almost the entire ethnic Georgian population of the region as well as 
some other peoples. It is estimated that around 10 000 people lost their lives in the conflict and that 
300 000 became IDPs.

The ceasefire was formalised in 1994 in an agreement known as the Moscow Agreement. This also 
provides the basis for a CIS peacekeeping force - effectively a Russian force - of around 1 800 troops 
patrolling a buffer zone along the Ingury river, which separates Abkhazia from the rest of Georgia.

Little has changed on the ground since the end of hostilities. The return of IDPs, in particular to the 
Gali district in western Abkhazia, is a major issue. Anxious to avoid that the earlier demographic 
situation in the region is recreated, the Abkhaz side is very uncooperative. A planned opening of a UN-
OSCE human rights office in the Gali district has not been possible and the OSCE Ministerial Council 
in Ljubljana on 6 December 2005 called on the Abkhaz side to agree to its opening as soon as possible.

A UN Observer Mission in Georgia (UNOMIG) monitors the ceasefire on the ground. It is led by the 
UN Secretary-General's Special Representative for Abkhazia, currently Ms Heidi Tagliavini. A 'Group 

  
4 In accordance with common practice, authorities of breakaway-regions are throughout this note referred to as de facto
authorities.  
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of Friends of the Secretary-General' consisting of Russia, France, Germany, the United Kingdom and 
the USA met on 2-3 February 2006 with representatives of the Georgian and Abkhaz sides. 

Considerable tension exists also between the region of Javakhetia in the south, on the border to 
Armenia, and the government in Tbilisi. The approximately 150 000 ethnic Armenians living there 
consider that the Georgian government cares little about the difficult socio-economic situation in the 
region and some call for arrangements for self-government to be put in place.

A Russian military base in the biggest city in Javakhetia, Akhalkalaki, will, according to the Russian-
Georgian agreement of May 2005 mentioned above, be closed in 2008. This will aggravate the big 
unemployment problem in the region. Plans for a railway line between Akhalkalaki and Kars, in 
Turkey, meet criticism, since relations between Armenians and Turkey for historical as well as 
contemporary motives are very difficult5.

Armenia ensures the supply of electricity to Javakhetia, but avoids giving support that could strain 
Armenian-Georgian relations. This is logical, given Armenia's huge dependence on Georgia for its 
links to the rest of the world. The landlocked Armenia's borders with both Azerbaijan and Turkey are 
closed and the only remaining neighbour, Iran, is particularly ill-suited to act as a bridge to western
markets and global communication networks.

Nevertheless, tensions could rise to a critical level if the socio-economic situation should further 
deteriorate, re-integrated breakaway regions be granted real and effective self-rule and the same be
denied to Javakhetia. 

The Nagorno-Karabakh conflict

The Nagorno-Karabakh conflict is hardly a frozen conflict, since there are regular shootings, soldiers 
and civilians get killed and the line of control is not totally fixed (in part because the Azeri side wants 
to prevent it from becoming settled)6.

Also in other respects, the definition of this conflict is associated with difficulties. 

Geographically, the conflict concerns much more than the Nagorno-Karabakh region proper7. It is also 
about Armenian occupied Azeri districts around Nagorno-Karabakh with a total area almost twice that 
of Nagorno-Karabakh. Furthermore, ground transport between the Azerbaijani Nakhichevan exclave 
and the Azerbaijani mainland over Armenian as well as currently Armenian occupied Azeri territory is 
an issue.  

Historically, the conflict can be said to have begun in 1991, when a declaration of independence was 
made, or in 1992, when inter-ethnic violence escalated into full-scale war. Disregarding events leading 
up to the war does, however, make it impossible to develop a real understanding of it.

Moreover, contradictory accounts of what actually happened in the run-up to and during the war very 
much form part of the conflict at the psychological and ideological levels. Handling this problem may 
be necessary when attempts to re-establish a minimum level of mutual confidence are made. A 

  
5 The railway construction plans are further dealt with in section II of this note.
6 For example, according to Azerbaijani sources quoted in Nagorno Karabakh: A Plan for Peace (International Crisis 
Group, October 2005), 60 soldiers and civilians were killed in frontline areas during the first nine months of 2005.
7 The Nagorno-Karabakh region can be defined as the former Nagorno-Karabakh Autonomous Oblast within Azerbaijan, in 
the Soviet Union.
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massacre of Armenians in the Azeri town of Sumgait in 1988 and atrocities committed against 
escaping Azeris in different phases of the 1992-94 war are important points in this context.

In 1994, Armenia, Azerbaijan and the self-declared Nagorno-Karabakh Republic (which has not been 
recognised by any state, not even Armenia) agreed on a cease-fire. The war, together with  inter-ethnic 
violence in Azerbaijan and Armenia before and during the war, led to massive loss of life, total 
destruction of whole cities and displacement of many hundreds of thousands of people. Many Azeri 
IDPs continue to live in very difficult conditions. An earlier policy not to integrate them into other 
parts of Azerbaijan (so as to back up the demand that their homes and the entire Nagorno-Karabakh be 
handed back) has, however, been softened in the last years     

Mediation efforts are made by a troïka consisting of Russia, France and the USA8, with OSCE support. 
Azerbaijan has at various occasions sought changes to this format. In the last years, direct talks 
between Armenia and Azerbaijan have been held, including between their Presidents (most recently in 
Rambouillet, France, 10-11 February 2006). These talks are known as the Prague Process.

The mediator's proposal is that the principle of self-determination should be applied to the Nagorno-
Karabakh region proper, while the principle of territorial integrity should be applied to all of the seven 
Azeri districts which are now occupied by Armenian forces. Five of these districts should be given 
back to Azerbaijan at an early stage, while two districts which separate Nagorno-Karabakh from 
Armenia should only be returned in connection with a referendum on the future status of Nagorno-
Karabakh. Deployment of international peacekeepers and return of displaced persons are other key 
components of the solution proposed.

Political and economic circumstances affecting conflict resolution attempts are changing. As described 
in greater detail further down in this note, Azerbaijan's oil export revenues are in a state of extremely 
rapid growth. The Azeri government regards this as an opportunity to increase military spending. It has 
taken a string of decisions to this effect, the most dramatic of which was a decision last summer to 
almost double the country's military spending. Armenia's economic growth does not match that of 
Azerbaijan, but is still high and Armenia's military expenditure is increasing accordingly.

II. CURRENT SITUATION IN THE REGION

In November 2005, parliamentary elections were held in Azerbaijan and a referendum on 
constitutional amendments took place in Armenia. According to the official results, both were won by 
the government side, while the opposition suffered a crushing defeat. Allegations of massive fraud 
were largely supported by international observers.

Opposition attempts to trigger a development towards a new 'coloured revolution' failed as few citizens 
heeded calls to demonstrate, the authorities kept control of central areas in the capitals, earlier fractures 
between opposition forces re-emerged and international support was very weak.

It is widely believed that to the extent that Azerbaijan's President Ilham Aliyev faces a serious 
challenge to his authority, this comes from within the ruling elite, not the opposition. Shortly before 
the parliamentary elections, Mr Aliyev sacked senior officials and two ministers, accusing them of 
having participated in the plotting of a coup against him. 

  
8 The three countries are in this context referred to as the co-chairs of the Minsk Group. The format (which was originally 
somewhat different) was created in the framework of the OSCE after the 1994 ceasefire. 
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Following the gas dispute between Russia and Ukraine in the first days of 2006, Russian gas 
deliveries to Georgia and, by extension, to Armenia were interrupted. Russia's explanation that this 
was due to sabotage against the pipeline used was called into question, inter alia by the Georgian 
President. Russian gas prices were raised dramatically, also for Russia's ally Armenia. Even so, the 
prices remain far below those charged to EU countries and in the world market.

The Azeri oil production is increasing very rapidly. Together with the high current oil prices, this is 
expected to produce a fabulous GDP growth of 27% this year9. Gas production on a major scale will 
soon start as the Shah Deniz field comes on line.

As a result, Azeri export revenues are booming. There are concerns that the aggregation of this and
pervasive corruption (a problem Azerbaijan shares with the other countries of the region), absence of 
major initiatives to use inflowing resources for much needed long-term social development projects
and an apparent incapacity of the political system to reform itself so as to prevent the growth of
disillusion and frustration outside of it will lead, over time, to a fracturing of the Azeri society and to 
uncontrollable developments.

In parallel with the production increase, new energy infrastructure is being constructed. Oil last year 
started to flow towards western markets through the Baku-Tbilisi-Ceyhan (BTC) pipeline. It connects 
the Caspian Sea with the Mediterranean, while avoiding Armenia. This from neither a geographic, nor 
an economic perspective obvious route also avoids both Russia and Iran – which explains why the 
USA worked hard for it to be accepted and a British Petroleum (BP)-led consortium finally built the 
pipeline.

Construction of a similarly routed Baku-Tbilisi-Erzurum (BTE) gas pipeline is ongoing and there are 
plans to build a railway stretch which would make possible the opening of a Baku-Tbilisi-Kars railway 
(for which BTK would be a convenient abbreviation). The ‘BTK’ railway would be used not least for 
oil transports.

Georgia is benefiting from the BTC, and soon also the BTE, through transit fees. The countries which 
the BTC, BTE and “BTK” are designed to avoid suffer various disadvantages. For Russia, these new 
routes mean a substantial loss of capacity to control and determine conditions for the delivery of fossil 
fuels from other CIS countries to European markets10. The exclusion effect is, however, being hardest 
felt by Armenia, which is technically (and, as mentioned above, to some extent also practically) still at 
war with its eastern neighbour Azerbaijan and blockaded by its western neighbour Turkey (which in 
this way is giving support to Azerbaijan). A gas pipeline from Iran to Armenia is under construction 
and is expected to be opened in the beginning of 2007.

As the issue of security of energy supply is moving rapidly up the agenda in the USA and, in 
particular, the EU, the strategic importance of the region is becoming ever clearer. This could 
produce a gradual transformation of politics in and around the region and a growing interest in 
resolving the so called frozen conflicts, in order to ensure long-term stability and to unlock more of the 
region’s development potential. The EU's role in the region is slowly but surely growing, especially 
since the 2004 enlargement. When Romania and Bulgaria become members, the EU will have a 
coastline on the Black Sea, opposite that of Georgia. It seems very likely that this will lead to a 
stronger EU interest in the entire Black Sea region.

  
9 Forecast by The Economist Intelligence Unit, February 2006.
10 Link-ups of Kazak oilfields and Turkmen gasfields to new infrastructure in the South Caucasus region and beyond could 
effectively deprive Russia of this capacity. 



NT/604272EN.doc PE 366.1809

A shared Azeri-Georgian-Turkish interest to protect the BTC pipeline has stimulated limited security 
cooperation between these countries and the USA is present in the background ever since the launch of 
its Train & equip programme for the Georgian military in May 2002. Georgia is pursuing NATO 
membership. Like Azerbaijan and Armenia, it participates in NATO's Partnership for Peace
programme.

The South Caucasus is of great potential importance also to the course of events in 'the wider Middle 
East'. Iran is apprehensive of a Washington-Ankara-Baku axis (which could, according to some 
speculations, in time be extended to Turkmenistan, where the USA apparently seeks access to a 
military base as well as gas). This apprehension helps explain Iran's friendly relations with Armenia, 
dealings with Russia and occasional attempts at developing more relations with Azerbaijan.

While after the ‘Rose revolution’ in Georgia, the ‘Orange Revolution’ in Ukraine and, to some extent,
also the more ambiguous ‘Tulip Revolution’ in Kyrgyzstan, speculations on new ‘coloured 
revolutions’ in other CIS countries were rife, the likelihood of this happening in Armenia or 
Azerbaijan in the foreseeable future now seems very small.

Georgia promotes the idea of democratisation in different contexts, including through efforts to 
establish a Community of Democratic Choice with members from the Black Sea region. In bilateral 
relations with Azerbaijan, Georgia carefully avoids trying to export its revolution.

American and European investors have a strong interest in short-term stability. BP, and possibly also 
other foreign investors, do at the same time regard continued large-scale corruption and lack of social 
progress as a significant risk to the for them at this point equally important long-term stability, 
especially in Azerbaijan11. The prospect favoured by them and also by several European governments
is not revolution, not the status quo, but evolution. 

With the prospect of a ‘coloured revolution’ largely gone and some time available before the next 
elections12, the Armenian and Azeri Presidents now have an opportunity to focus more on searching 
for a solution to the conflict between their countries.

III. THE EU'S RELATIONS WITH THE SOUTH CAUCASUS COUNTRIES

Topical issues

ENP Action Plans for each of the three countries of the region are in their final state of preparation. 
Meetings of the Cooperation Councils set up under the Partnership and Cooperation Agreements that 
form the basis of the relations are scheduled for 27-28 February.

The Action Plans for Armenia and Azerbaijan are likely to include a rather vague wording on EU 
readiness to consider engagement in rehabilitation efforts. In South Ossetia, the EU is already engaged 
in rehabilitation in the zone of conflict which is aimed at creating conditions facilitating the return of 
displaced persons. There seems to be some openness towards the idea of stepping up these efforts if a 
peace plan is agreed upon.
 

  
11 The exploitation of oil and gas in the region on a major scale is only in its initial phase and BP expects to be present there 
for decades to come.
12 See Basic country data, in the end of this note.
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Since Russia in the end of 2004 blocked an extension of an OSCE border monitoring mission in 
Georgia, the question of an EU role in border monitoring has been on the agenda. After major 
discussions between the EU Member States, it was agreed that support should be given to Georgia to 
improve its own border monitoring capacity. This is now done through less than a dozen EU 
specialists, working in Tbilisi under the EU Special Representative for the Southern Caucasus. 

The external relations Commissioner, Mrs Ferrero-Waldner, visited the three countries of the region on 
16-17 February 2006. Discussions were to a large extent focused on the ENP Action Plans. In 
Armenia, the planned railway between Kars in Turkey and Akhalkalaki in Georgia was also an 
important point on the agenda. Mrs Ferrero-Waldner explained that the EU has no intention to 
contribute to the financing of such a railway stretch, which would make Baku-Tbilisi-Kars railway 
transports possible and exclude Armenia, on the model of the BTC oil and BTE gas pipelines.

Once the ENP Action Plans have been adopted, it seems likely that the South Caucasus will attract 
special EU attention again in connection with the shaping of a new ‘common external energy policy’
(whatever name, shape and form this will get). 

EU objectives and instruments used 

The EU's main objectives for its relations to the countries of the region are to stimulate them to carry 
out political and economic reforms, support conflict prevention and conflict resolution, support intra-
regional cooperation and develop the countries' relations with the EU. These objectives have been 
stated inter alia in the mandate of the EU Special Representative (EUSR) for the region and in various 
documents on the European Neighbourhood Policy (ENP).

The legal basis for the relationship with each of the countries is a Partnership and Cooperation 
Agreement (PCA). These agreements were negotiated in the mid-1990's and signed in 1996. They 
entered into force on 1 July 1999 and have an initial period of application of ten years. 

The PCAs with the South Caucasian countries are similar to those concluded with other Eastern 
European and Central Asian states which emerged in connection with the dissolution of the Soviet 
Union in 1991. They provide for trade liberalisation, economic cooperation and cooperation in various 
other areas, including prevention of crime and illegal migration. Joint bodies, including a Cooperation 
Council at ministerial level and a Parliamentary Cooperation Committee, ensure a regular political 
dialogue. The implementation of the agreement is supported also by committees bringing senior 
officials and experts together.

The preamble of each agreement recognises that support for the independence, sovereignty and 
territorial integrity of the respective country will contribute to the safeguarding of peace and stability 
in Europe. Article 2 states that 'respect for democracy, principles of international law and human rights 
(...) constitute essential elements of partnership and of this agreement'. If either party considers that the 
other party has failed to fulfil an obligation under the agreement, it can 'take appropriate measures' 
(including suspending the application of the agreement or of a part of it).

As regards trade, the EU is by far the most important partner for all the countries of the region. The 
most important component of the trade is energy exports from Azerbaijan to the EU. Oil exports are 
set to rise in 2006, as a result of the opening in 2005 of the Baku-Tbilisi-Ceyhan oil pipeline, which 
connects the Caspian Sea with the Mediterranean. 
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Significant aid is given by the EU to the region. The three countries receive technical assistance 
through the TACIS programme, conceived shortly after the dissolution of the Soviet Union and 
covering the CIS region. Following the Rose Revolution in Georgia, the assistance to this country was 
doubled. Macro-financial assistance is given to Armenia and Georgia and all of the three countries are 
eligible for funding for the promotion of democracy and human rights under the EU's EIDHR 
programme in 2006. The EU has supported reform of the criminal justice system in Georgia through 
an innovative 'rule of law mission' called EUJUST THEMIS.

The TACIS programme is due to be replaced by a new European Neighbourhood and Partnership 
Instrument (ENPI) on 1 January 2007. The regulation will be adopted by the Council and the European 
Parliament, applying the co-decision procedure. The EP rapporteur is Mr Konrad Szymanski (UEN, 
PL). Adoption in the Foreign Affairs Committee will be coordinated with the adoption of reports on 
other new external aid instruments and is currently foreseen for the committee's 20-21 March 2006
meeting.

In 2003, the EU Council appointed an EU Special Representative (EUSR) for the South Caucasus: 
Mr Heikki Talvitie. His task is to contribute to the implementation of the EU's policy objectives in the 
region, as described above. Following a Russian veto hindering the continuation in 2005 of an OSCE 
mission which earlier monitored the border between Russia and Georgia, limited support to the 
Georgian Border Guard is provided through the Special Representative.

The EU and its Special Representative seek to play a supportive role, but do not directly participate in 
mediation in relation to conflicts within the region. Mr Talvitie is about to hand over to a new EUSR, 
Mr Peter Semneby.

The EU's mainly eastward enlargement in 2004 has considerably reduced the distance between the 
Union and the South Caucasus and the coming accession of Romania and Bulgaria will give the EU a
coastline on the Black Sea, opposite that of Georgia. This contributes to the rising EU interest in the 
region.

In spite of this and of Council conclusions on the South Caucasus of 27 February 2001 according to 
which the EU would step up its engagement, the region was not covered by the European 
Neighbourhood Policy (ENP) until the Rose Revolution in Georgia and calls by the European 
Parliament convinced the Council of the strength of the case for extending the geographical scope of 
this policy. The decision to include the South Caucasus was taken in June 2004.

The main element of the ENP is bilateral Action Plans. These hold out prospects of inclusion in EU 
programmes and deepening of cooperation in a wide range of areas in return for political and economic 
reforms.

The South Caucasus countries will with all likelihood be able to profit for the first time from loans on 
favourable conditions from the European Investment Bank (EIB) after its external lending mandate 
for 2007-13 has been adopted later this year. The Commission is due to present a proposal, on which 
Parliament will be consulted, in April. The external relations commissioners have agreed to propose to 
the college of Commissioners inclusion of this region and an amount for Eastern Europe that is several 
times higher than the € 500 million in the current lending mandate.

Before the PCAs were concluded, the European Parliament gave its assent. Both the inclusion of the 
South Caucasus in the ENP and the appointment of an EU Special Representative for the region were 
preceded by calls from the European Parliament for these measures to be taken. Major resolutions on 



NT/604272EN.doc PE 366.18012

the South Caucasus adopted in 2003 and 2004 also called for greater efforts to promote conflict 
resolution and stability in the region, including through a Stability Pact, drawing lessons from the 
Stability Pact for South-Eastern Europe.

A resolution on the ENP adopted on 19 January 2006 included a section on the South Caucasus which 
largely supported the current EU approach. It also called on the Council and the Commission to lend 
the necessary support to the Georgian government's peace plan for South Ossetia, recommended a 
focus on genuine democracy in the ENP Action Plan for Azerbaijan, called on Turkey to open its 
borders with Armenia and proposed an EU stability pact for the South Caucasus, without elaborating 
on this idea.

The European Parliament regularly participates in election observation, most recently of the 
parliamentary elections in Azerbaijan on 6 November 2005.
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Annexe I
Armenia, Azerbaijan and Georgia:
Basic country data

Armenia Azerbaijan Georgia refers to: source:

Population (million) 3.0 8.3 4.6 2003 UNDP

Ethnic composition Armenians 98% (2001) Azeris 90.6% (1999) Georgians 83.8%, Azeris 6.5%
Armenians 5.7% (2002)

censuses

Official language 
(and other)

Armenian
(Russian)

Azerbaijani
(Russian)

Georgian
(Russian, Armenian, Azeri)

various, incl US State Dept

Currency Dram (AMD) Manat (AZM) Lari (GEL)

President Robert Kocharian Ilham Aliyev Mikhail Saakashvili

Next (and most recent) 
presidential election

2008
(March 2003)

Oct 2008
(Oct 2003)

2009
(Jan 2004)

various,
incl. EIU

Next (and most recent) 
parliamentary elections

2007
(May 2003)

Nov 2010
(Nov 2005)

2008
(March 2004)

various,
incl. EIU

GDP per head (USD, 
PPP13)

3.671 3.617 2.588 2003 UNDP

Real GDP growth rate (%) 10.5 24.0 8.0 2005 (forecast14) EIU

Human development rank15 83 101 100 200516 UNDP

Corruption rank17 88 137 130 2005 Transparency International

Explanation of  sources:
UNDP United Nations' Development Programme, Human Development Report 2005
EIU The Economist Intelligence Unit, country reports

  
13 PPP - Purchasing Power Parity
14 Made in November 2005 for Armenia and Georgia, in February 2006 for Azerbaijan.
15 Human Development Index (HDI) rank in 2005. The HDI provides an indication of the living conditions in the countries of the world which is less rough than the GDP per head, since it also includes life expectancy 
at birth, literacy and school enrolment.
16 However based on data from previous years.
17 Corruption Perception Index rank in 2005



Annexe II
Armenia, Azerbaijan and Georgia:
Membership of selected international organisations
and participation in certain multilateral cooperation

OSCE CoE EBRD ECT CIS CSTO PfP GUAM BSEC WTO World 
Bank 
PRS

Armenia X X X X X X X X X X
Azerbaijan X X X X X X X X
Georgia X X X X X X X X X X

OSCE Organisation for Security and Cooperation in Europe
CoE Council of Europe
EBRD European Bank for Reconstruction and Development
ECT The Energy Charter Treaty (X indicates ratification)
CIS Commonwealth of Independent States
CSTO Common Security Treaty Organisation (other members: Russia, Belarus, 

Kazakhstan, Kyrgyzstan,Tajikistan)
PfP The Partnership for Peace Programme created by NATO

(None of the countries is a NATO member, but Georgia has
clearly expressed an interest in NATO membership.)

GUAM Georgia-Ukraine-Azerbaijan-Moldova political cooperation
BSEC Black Sea Economic Cooperation
WTO World Trade Organisation
World Bank PRS Cooperation with the World Bank that includes a Poverty Reduction 

Strategy
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