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Introduction

Taking the example of the South Caucasus, this pa-
per examines the EU’s options with regard to becom-
ing a stronger foreign policy player able to exert a 
positive impact on its neighbourhood. How can the 
EU calibrate its policies to contribute to stability 
and conflict resolution (or at least management), 
and how can it facilitate regional cooperation and 
be a factor of positive change in the relevant soci-
eties? This policy paper addresses these questions 
by way of a reality check, based on desk research 
and anonymous interviews with 40 experts and pol-
icymakers in Armenia, Georgia, Azerbaijan and the 
EU conducted over summer 2024.

The underlying premise is that the EU’s interest is 
not in putting a foot in the door of geopolitical com-
petition, but in contributing to stability in its neigh-
bourhood. The EU is not a geopolitical actor. It has 

limited influence on democratic development of 
the countries of the South Caucasus. But it has the 
capacity to invest in socio-economic development 
and conflict mitigation in the region. It should do so 
by avoiding antagonisms with regional powers Iran, 
Turkey and Russia.

The paper starts with the context of EU engage-
ment in the South Caucasus, paying attention to 
other players such as Russia, Turkey or Iran. It pro-
ceeds with a »reality check«, providing a framework 
in which the EU can think about options for its en-
gagement in the South Caucasus. It then looks at 
three areas that appear most promising for a real-
istic European contribution based on our research: 
conflict resolution and peace; economic connec-
tivity; and environmental cooperation. The paper 
also contains a number of boxes with snapshots of 
the current situation in the three South Caucasus 
countries and background information.

Main points:
 » In its engagement with the 
South Caucasus, the EU 
should prioritise stability, 
socio-economic development 
and fostering intraregional 
cooperation. In doing so, it 
should avoid antagonisms 
with regional players Russia, 
Turkey and Iran. 
 

 » The EU can contribute to the 
peaceful settlement of the 
conflict between Armenia 
and Azerbaijan by engaging 
with the two sides at all 
levels, even if deprived of the 
capacity of official facilitator. 
 
 
 

 » Regional cooperation can 
make the South Caucasus 
better connected and more 
stable. The EU can help 
by promoting economic 
connectivity, primarily 
through investments in 
the Middle Corridor, and 
by fostering environmental 
cooperation, particularly 
water management.
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Context

Russia’s invasion of Ukraine in February 2022 rein-
forced trends that countervail attempts by the Euro-
pean Union (EU) to create a »ring of friends« around 
it. Instead, a »ring of fire« seems to have erupted, 
from Ukraine to the Middle East and the South Cau-
casus. The war between Armenia and Azerbaijan for 
Nagorno-Karabakh in 2020 reminded the EU of the 
arc of instability in its neighbourhood. Notably, with 
this war Azerbaijan rendered obsolete the past thirty 
years of efforts to find a peaceful solution to this 
conflict and the EU was not able to prevent it. Even 
the Georgian government has been at odds with the 
EU, and it remains to be seen how the relationship 
will develop.

The international environment is not conducive to 
effective EU foreign policy either. Intensifying great 
power rivalry and the decline of the liberal interna-
tional order lay bare the limits of the EU as a se-
curity actor. At the heart of the European project 
lies the idea of cooperation and economic interde-
pendencies as a means to prevent military conflict. 
With the re-emergence of power politics and an in-
creased emphasis on the military aspect in geopo-
litical competition, the EU finds itself at a disadvan-
tage: it is not a military power. Its economic power, 
traditionally the EU’s main strength, has also been 
declining in relative terms, losing out to the United 
States and giving place to new actors, such as Chi-
na and India. To make things worse, the EU seems 
unable to find a common approach towards its 
neighbourhood or even speak with one voice. The 
persistence with consensus, with its correspond-
ing national veto rights instead of qualified majority 
voting on matters of foreign policy, inhibits the EU’s 
ability to shape its neighbourhood and react to cri-
ses adequately. In the absence of much-needed re-
form, the EU is not ready for potential enlargement 
and cannot offer credible enlargement prospects to 
candidate countries.

As Russian clout diminishes, the EU’s 
opportunities increase

Russia’s preoccupation with the war against Ukraine 
has shifted some of its attention away from the 
regions it traditionally considers its »near abroad« 
where Russia has been a preeminent security actor, 
such as the South Caucasus or Central Asia. This 
gives external actors more opportunities to increase 
their presence in the region.

The EU has used this opportunity to increase at least 
to some extent its footprint in the South Caucasus 
in the context of a geopolitical rearrangement pre-
cipitated by Russia’s invasion of Ukraine and the af-
termath of the Second Karabakh War. For example, 
it has granted Georgia long-awaited EU candidate 
status; it acted as a facilitator between Armenia and 
Azerbaijan in the peace treaty negotiations and es-
tablished a civilian monitoring mission in Armenia, 
while also supporting Armenia’s recent efforts at 
diversification of its foreign partners. For example, 
the EU put forward a 270 million euro Resilience and 
Growth Plan for Armenia for the period 2024–2027. 
In addition, Armenia joined the European Peace Fa-
cility and the European Council approved a first 10 
million euro package of non-lethal military support 
in July. An EU visa liberalisation dialogue with Arme-
nia has also been launched.

At the same time, Russia’s diminished influence in 
the South Caucasus does not amount to its with-
drawal. It is still Armenia’s main economic and 
military partner, remains both an important trade 
partner and a permanent source of military threat to 
Georgia, and has a pragmatic and mutually benefi-
cial bilateral agenda with Azerbaijan. 

Adjusting to new realities

What Russia’s diminished influence has allowed for, 
however, is greater space for the countries of the re-
gion to diversify their foreign policies and act more 
assertively vis-à-vis their big neighbours.

Azerbaijan managed to oust Russian peacekeepers 
from its territory even before their mandate expired. 
It has nevertheless stayed on good terms with Mos-
cow, becoming a useful trade partner that buys Rus-
sian gas to meet domestic demand while selling its 
own to the EU. The gas deal signed with Brussels in 
2022 also increased Baku’s importance for the EU 
as an energy security partner. Azerbaijan’s financial 
independence due to revenues from fossil fuel ex-
ports, the strategic alliance with Turkey, and close 
military cooperation with Israel further contribute to 
its ability to balance between the West and Russia.

Russia upset expectations in Armenia that it would 
support it in its confrontation with Azerbaijan be-
tween 2020 and 2023. Since then, Yerevan has tried 
to reshape its foreign policy. It has frozen its mem-
bership of the Russia-led Collective Security Treaty 
Organization, concluded weapons deals with India 

https://ec.europa.eu/commission/presscorner/detail/en/SPEECH_04_529
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and France, joined the European Peace Facility and 
started negotiations on nuclear energy with the 
United States. At the same time, it remains a mem-
ber of the Russia-led Eurasian Economic Union and 
is heavily dependent on Russia in terms of trade, in-
frastructure, energy and security despite the recent 
attempts by the Armenian government to distance 
itself from Russia.

Georgia’s West-oriented foreign policy has been 
called into question by the ruling Georgian Dream 
party, despite a clearly pro-Western public opinion. 
While Georgian Dream has claimed to be commit-
ted to Georgia’s European integration (promising 
the population EU membership by 2030), the newly 
adopted laws on »transparency of foreign influence« 

and »LGBT propaganda«, coupled with aggressive 
anti-Western rhetoric, suggest that the ruling party’s 
priority lies with power preservation. Its interest in 
EU integration seems secondary and strongly ori-
ented towards the national conservative model of 
so-called »sovereign states«, as Hungary’s Viktor 
Orbán would have it. Further tensions in relations 
with the EU can be expected after Georgian Dream’s 
contested victory in the October 2024 parliamenta-
ry elections, followed by mass protests and Georgia 
Dream’s most recent decision to suspend the EU 
accession process.

Role of the OSCE

While our recommendations and analysis focus 
primarily on options for the EU, we believe that 
some of them may also be relevant for the OSCE. 
The OSCE has been impeded in its ability to ful-
fil its core mandate with regard to the conflicts 
in the South Caucasus because of the general 
political blockade in the organisation since Rus-
sia invaded Ukraine. In addition to a diplomatic 
standoff between Russia and states condemning 
the invasion of Ukraine, the role of the OSCE in 
the Armenia-Azerbaijan conflict diminished after 
Azerbaijan called for the dissolution of the Minsk 
Group, a diplomatic format established in the 
1990s to resolve the Nagorno-Karabakh conflict. 
Since 2022, clashing positions between Armenia 
and Azerbaijan have been instrumental in block-
ing the OSCE budget. This, subject to a consen-
sus decision, was last agreed on in 2021; since 
then, the organisation has been running with 
limited funds and relies increasingly on voluntary 
»extra-budgetary« contributions from participat-
ing states.

The OSCE was not often mentioned in the inter-
views, signifying its low salience. Some interloc-
utors even viewed it as obsolete because of the 
political blockade. The OSCE no longer has tra-
ditional field operations on the ground (the mis-
sion to Georgia had to close at the end of 2008) 

and indeed it has been marginalised in the Arme-
nia-Azerbaijan conflict. Nevertheless, it continues 
to make an important contribution to improving 
other dimensions of security in the South Cauca-
sus, particularly with regard to connectivity and 
climate security. It could do even more with more 
political will on the part of participating states.

In the context of Georgia and its breakaway terri-
tories, the OSCE remains an important facilitator 
on the ground and at the political level, including 
with Moscow. For example, the OSCE, jointly with 
the European Union Mission in Georgia (EUMM), 
co-facilitates the Incident Prevention and Re-
sponse Mechanism (IPRM) in Ergneti, dealing 
with the South Ossetian situation. A similar for-
mat with Abkhazia, overseen by the UN, is stalled. 
The OSCE can also implement dialogue projects 
and supports initiatives on the ground to assist 
conflict-affected communities. Within the frame-
work of the Ergneti IPRM, OSCE experience has 
in particular informed technical talks related to 
the »second basket of security« (in the realms of 
the economy and the environment). For example, 
most recently, it has implemented water secu-
rity projects for communities living close to the 
administrative boundary line with South Ossetia 
and has helped to improve irrigation water shar-
ing for people on both sides of the line.
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Reality check

In its engagement with the South Caucasus, the EU 
should keep in mind certain basic principles, while 
also being aware of some fundamental realities on 
the ground that shape the geopolitics of the region.

1. Security comes first

Security has traditionally been a central concern for 
the countries in the region, but with Russia’s inva-
sion of Ukraine and another war in the form of the 
recent Armenia–Azerbaijan conflict, this concern 
has become even more prominent. The EU’s inabili-
ty to give security guarantees to the countries of the 
region is a major limiting factor in its presence there. 
This means that these countries will inevitably seek 
additional military allies, even if they develop close 
security cooperation with the EU.

2. Black-and-white thinking does not 
work

The EU needs to avoid »black and white« thinking 
about the countries of the South Caucasus as ei-
ther pro- or anti-Russian. For example, pro-West-
ern policies should not be treated as automatically 
anti-Russian. By the same token, cooperation with 
Russia is not necessarily directed against the West. 
This division is not a helpful approach in a region 
that is close to and intertwined with Russia.

The EU should recognise that having Russia as a 
neighbour requires space for balancing and at the 
same time limits the room for manoeuvre. Being 
much smaller and weaker than Russia, no South 
Caucasus country wants to get embroiled in a con-
flict with it. The Importance of economic ties also 
plays a role: Armenia and Georgia cannot afford to 
decouple from Russia, let alone to impose sanc-
tions on it; oil-rich Azerbaijan does not have a simi-
lar degree of dependence but prefers not to alienate 
Russia.

High Representative Borell’s remarks at the recent 
presentation of the Enlargement Report, suggest-
ing that EU candidate countries need to choose be-
tween the EU and Russia, imposed an unfair choice 
on them. The »Russia versus the West« perspective 
may not only create tensions where there should 
not be any, but it might also force the three coun-
tries into a geopolitical competition in which they 
will probably lose more than the EU. It also over-

simplifies the complexities of existing conflicts. For 
instance, in the case of Abkhazia, a Georgian break-
away republic occupied by Russian troops, the Abk-
haz-Georgian component of the conflict should not 
be underestimated.

3. The EU is one actor among many

The South Caucasus is a region fraught with geopo-
litical rivalries and a zero-sum approach on the part 
of some actors. The EU should be prepared that its 
actions in this region may be perceived by Turkey, 
Russia or Iran as competition. These countries view 
the EU as an extra-regional player that should be 
kept out.

Turkey’s presence in the South Caucasus has deep 
historical roots, as the region was once part of the 
Ottoman Empire. Armenia’s historic grievance vis-
à-vis Turkey based on its failure to recognise the 
genocide of Armenians in 1915, a ‘one nation, two 
states’ sentiment in Turkey–Azerbaijan relations, as 
well as a rich bilateral agenda with Georgia (ranging 
from joint energy projects to Turkey’s support for 
Georgia’s NATO membership bid) all affect Turkey’s 
position in the South Caucasus. Turkey views the re-
gion as a link to Central Asian Turkic-speaking coun-
tries and potentially a bridge to or even a part of the 
broader Turkic world, especially when it comes to 
Azerbaijan.

Ankara’s policy in the South Caucasus with regard 
to other big powers, most notably Russia, has been 
one of balancing without antagonising. Turkey has 
been less enthusiastic about the EU’s involvement 
in the region. Unlike in previous decades, Ankara 
has not engaged the EU in its regional diplomatic 
initiatives. For example, in late 2020 it suggested 
reviving the »3+3« regional dialogue format, which 
includes the three South Caucasus countries along 
with Iran, Russia and Turkey. Notably, Turkey includ-
ed neither the EU nor the United States in this for-
mat, in contrast with 1999 and 2008 when it first 
tried to establish it (known back then as the Cauca-
sus Stability Pact).

Iran has traditionally had the closest relations with 
Armenia in the Caucasus and opposed Turkish and 
Azerbaijani influence in the region. Thus, Tehran 
vehemently opposes the implementation of the so-
called Zangezur Corridor (see box p. 10) viewing it 
as an expansion of Turkish influence and a barrier to 
Iranian-Armenian trade. Iran has been uneasy about 

https://www.eeas.europa.eu/eeas/enlargement-remarks-high-representativevice-president-josep-borrell-joint-press-conference-present_en
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Armenia’s recent outreach to the West, warning it 
about the dangers of the »involvement of outsid-
ers« in regional affairs when Yerevan announced 
enhanced security cooperation with the EU and the 
United States. Iran’s relations with Azerbaijan have 
hit many potholes, such as their opposing views 
on Israel and Turkey, coupled with fears in Tehran 
about secessionism in its north-western provinces, 
which are populated predominantly by ethnic Azer-
baijanis. However, the Western sanctions against 
Russia brought new opportunities for cooperation 
on infrastructure between these two countries. The 
transportation route from Russia via Azerbaijan and 
Iran into the Indian Ocean – the so-called North–
South Corridor – has gained in importance as an 
alternative trade route connecting these countries 
among themselves and to Asia.

4. The EU has limitations and strengths

It is always better to focus on tangible, realistic poli-
cy goals instead of devising a grand strategy. There 
is only so much the EU can do to contribute to sta-
bility and prosperity in the South Caucasus, and it 
is good to be aware of the limitations in order to 
have realistic expectations of the results and focus 
on something that can actually be achieved. Limi-
tations obviously abound. One problem is the inco-
herence of EU foreign policy decision-making, as al-
ready mentioned. In this context, the very prospect 
of EU enlargement in the region remains distant 
and vague. Another is the amount of resources the 
EU can dedicate to a particular region (be it finan-
cial aid, investment or volumes of trade). Even the 
existing instruments, such as approximation tools 
and the Deep and Comprehensive Free Trade Agree-
ments (DCFTA,) have had moderate results. Moreo-
ver, the conditionality of EU accession can do only 
so much, as demonstrated by the EU’s decision to 
halt Georgia’s accession process.

But there are also important strengths to capital-
ise on. The EU is a major economic actor in the re-
gion. Its economic power and technical-regulatory 
know-how can tangibly improve regional coopera-
tion, boost trade, improve management of water 
resources and safeguard the environment in the 
broader region. The EU can also expand its econom-
ic engagement by making targeted investments in 
the South Caucasus that would help to diversify its 
economies. Through technical cooperation the EU 
can help upgrade standards and thus improve the 
quality of local produce, thereby making it more 

competitive on EU markets. Moreover, the EU would 
help itself and the South Caucasus countries if it 
invested in critical infrastructure that would other-
wise be owned or operated by China or Turkey. This 
may also help to safeguard labour rights and envi-
ronmental standards along the way. The fact that 
the EU enjoys considerable soft power is also an 
advantage: its engagement is generally viewed pos-
itively by populations and governments in the South 
Caucasus.

5. Regime type is less important than 
state policies

The EU should beware of falling into a democracy 
versus autocracy trap, another black and white divi-
sion that is not conducive to effective engagement 
in the South Caucasus. None of the three countries 
is a consolidated democracy, not least because so-
cietal conditions, such as the presence of a strong 
middle class, still differ from those in most EU 
countries. One of them is a mature autocracy. This 
is why the consolidation of or fight for democracy 
remains a domestic issue, to be tackled by the soci-
eties themselves. Regardless of that, the EU should 
not refrain from calling out undemocratic practices 
and human rights violations, as well as from helping 
to strengthen democracy (or prevent illiberal back-
sliding) whenever it sees an opportunity to do so. In 
doing so, it should invest in democratic institutions 
rather than in individual leaders. 

The EU should not refrain from cooperating with the 
countries in areas of mutual interest, regardless of 
the regime type. Such an approach would inevitably 
mean that the EU’s engagement in the South Cau-
casus – at least in some contexts – would become 
more transactional than normative. The extent to 
which a normative approach is applied will be de-
fined more by the willingness of local decision-mak-
ers to conduct reforms and align with EU norms. 
After all, the reality is that liberal democracy has 
never been the only model of governance, and it is 
up to the countries themselves to choose whether 
to strive for it or not. In this sense, the EU should 
be more humble (and realistic) about what it has to 
offer and what it can actually achieve.

Whether the level of ambition declared by part-
ner countries corresponds to actual state policies 
should be the benchmark for deciding on the type of 
EU engagement (normative or transactional). If in-
cumbents show a willingness to pursue democratic 

https://en.mehrnews.com/news/212046/Outsiders-presence-in-region-to-create-bigger-problems
https://library.fes.de/pdf-files/bueros/georgien/20145.pdf
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reforms, as is currently the case in Armenia, the EU 
will have stronger leverage to promote its normative 
agenda. If governments turn to the illiberal playbook, 
as we currently see in Georgia, the EU can commu-
nicate that further progress on EU integration can 
be achieved only if such policies change. If, as in 
Azerbaijan, there is an appetite only for transac-
tional cooperation, for instance on energy matters, 
Brussels can engage with Baku on this, while also 

advocating for the release of the jailed activists and 
journalists. More often than not, quiet diplomacy on 
human rights violations – especially in contexts in 
which the EU has little leverage – can be more help-
ful than public statements of criticism.

Georgia

At a crossroads

Since the early 1990s Georgia’s foreign policy 
has been oriented towards the West (with the 
stated goals of EU and NATO membership). As a 
result of Russia’s invasion of Ukraine, at the end 
of 2023 Georgia managed to secure the status 
of EU candidate country despite lagging behind 
on reforms. Controversial laws adopted shortly 
afterwards that put pressure on civil society or-
ganisations and limit LGBT rights drew protest-
ing crowds onto the streets of Tbilisi. Protesters 
perceive the laws as pro-Russian and generally 
view their country as standing at a fateful cross-
roads between Russia and the West.

The EU was unable to ignore Georgia’s gradual 
democratic backsliding under Georgian Dream 
(since 2012) and put the accession process on 
ice. Georgia’s drift away from EU norms is in 
stark contrast with citizens’ near universal wish 
to join the EU and poses a major dilemma for the 
EU. The victory of Georgian Dream once again in 
the October 2024 parliamentary elections amidst 
allegations of fraud and manipulation indicates a 
challenging path for future EU–Georgia relations.

Georgia’s relationship with Russia has been dif-
ficult and largely adversarial, especially after 
the short war in 2008. Two Georgian provinces, 
Abkhazia and South Ossetia, are still occupied 
by Russian forces. Overwhelming majorities 
perceive Russia as a security threat. Fears of re-
newed Russian aggression or of being dragged 
into the Russia–Ukraine war are widespread and 
helped the ruling party to secure re-election in 
October 2024. But economic ties have also been 
important, especially as the lion’s share of Geor-
gia’s crucial export commodities – wine and min-

eral water – go to Russia, while much of its wheat 
imports come from Russia. An understanding of 
this complex situation is reflected in public opin-
ion: when asked which  side Georgia should align 
with, Russia or the West, majorities resort to a 
third option, namely balanced relations with Rus-
sia and the West.

In contrast to its Western allies, Georgia chose 
not to implement sanctions against Russia and, 
judging by the skyrocketing trade turnover, is 
profiting from the current situation and maybe 
even helping Russia to evade sanctions. Georgia 
is deepening relations with China, concluding a 
free trade agreement and awarding large infra-
structure tenders, including a deep sea port and 
multiple highways, to Chinese bidders. The hope 
is that China’s stake in protecting these large 
investments might serve as an indirect security 
guarantee for Georgia.

Georgian society is largely poor, with unemploy-
ment high, especially among young people, and 
many people leaving the country for want of a 
better future. A better standard of living is there-
fore the primary reason for wishing to join the EU, 
followed by security from Russia and access to 
EU funding. Value-based reasons ranked lower, 
such as democratic governance, the rule of law 
or freedom of expression. Economic hardship 
was exacerbated by a price hike in the wake of 
Russia’s invasion of Ukraine and the subsequent 
inflow of Russians fleeing the draft. Conservative 
views, traditional values and reverence for the 
Georgian Orthodox Church are deeply rooted, es-
pecially in rural areas, which partly explains the 
significant support for the national-conservative 
Georgian Dream. However, the party clearly lost 
the vote in large cities, including the capital, Tbili-
si, suggesting a split in society.

https://library.fes.de/pdf-files/bueros/wien/21640.pdf
https://library.fes.de/pdf-files/bueros/wien/21640.pdf
https://library.fes.de/pdf-files/bueros/wien/21640.pdf
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Armenia

About to turn a page?

The loss of Nagorno-Karabakh in 2023 marks 
a profound turning point for Armenia. For the 
previous three decades during which Arme-
nia exercised control over the territory, it had 
been a defining factor in its foreign policy and 
a centrepiece of national identity. The loss of 
Nagorno-Karabakh, coupled with Azerbaijan’s 
occupation of parts of Armenian territory, have 
exposed deep security vulnerabilities, in particu-
lar Armenia’s dependence on Russia, which has 
not provided the hoped-for support. In response, 
Armenia is cautiously trying to diversify its part-
nerships, particularly with Western states. How-
ever, Armenia’s distancing from Russia has so far 
been largely symbolic in order to avoid provoking 
Moscow. Russia retains considerable influence 
over Armenia’s economy, military, energy and 
transport sectors. Armenia’s withdrawal under 
Russian pressure from the negotiation of an EU 
Association Agreement in 2013 is a cautionary 
reminder, and the signing of the Comprehensive 
and Enhanced Partnership Agreement (CEPA) 
with the EU in 2017 was deliberately low-key to 
avoid being seen as pro- or anti-Russian.

Public opinion also seems to support a balanced 
approach, with a slight preference for EU align-
ment, which is seen as a source of security and 
stability, the most pressing societal concern 
at the moment. Factors such as human rights, 
democracy, visa liberalisation and economic in-
centives are less important as motivators for EU 
alignment. The EU supports the government’s 
attempts at rapprochement, hosting Nikol Pash-
inyan at the highest political level and pledging fi-
nancial assistance to Armenia. At the same time, 
it has turned a blind eye to persistent undemo-
cratic practices, such as police violence, under 
Pashinyan’s administration. A potential EU can-
didacy, although a very distant prospect, would 
require Armenia to withdraw from the Russia-led 
Eurasian Economic Union, an economically risky 

move that would be likely to  face strong opposi-
tion from Russia.

For Armenian society, Azerbaijan and Turkey re-
main the main security threats, alongside grow-
ing frustration with Russia. There are concerns 
that Azerbaijan, emboldened by its recent gains, 
could attempt to seize more territory. Armenia 
feels threatened by regional pan-Turkic ambi-
tions, particularly triggered by references to 
Armenia as »Western Azerbaijan« in public dis-
course in Azerbaijan. Seeking to counter these 
fears while reducing Russian influence, Armenia 
has strengthened ties with France, secured arms 
deals with France and India, and shown an in-
terest in normalising relations with Turkey. This 
shift has been marked by Pashinyan’s efforts to 
downplay Armenia’s historical emphasis on the 
genocide issue, a stance that has drawn criti-
cism, both at home and from the diaspora. The 
majority of Armenians are against opening the 
border with Turkey.

The ruling party remains unpopular. It is also 
blamed for the war and the loss of Nagorno-Kara-
bakh, although no viable opposition candidate is 
currently challenging Pashinyan. Protests led by 
Archbishop Galstyan in mid-2024, triggered by 
the government’s decision to cede border are-
as to Azerbaijan, initially attracted large crowds 
but gradually faded. The Armenian leadership is 
continuing bilateral talks with Azerbaijan follow-
ing an August agreement on border demarcation 
regulations.

Despite security concerns, the desire for peace 
seems to be growing. There appears to be a re-
alisation that Nagorno-Karabakh might be lost 
indefinitely and that it is time to turn the page. 
However, peace with Azerbaijan is seen by the 
majority of Armenians as unattainable in the 
short term. Azerbaijan’s demands, such as con-
stitutional amendments to remove references to 
reunification with Nagorno-Karabakh, are strong-
ly resisted by Armenians, who also largely reject 
any concessions to Azerbaijan.

https://www.iri.org/resources/public-opinion-survey-residents-of-armenia/
https://library.fes.de/pdf-files/bueros/wien/18980-20220310.pdf
https://www.iri.org/resources/public-opinion-survey-residents-of-armenia/
https://www.iri.org/resources/public-opinion-survey-residents-of-armenia/
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Azerbaijan

Atop a white horse

Azerbaijan enjoys a favourable geopolitical envi-
ronment created by its military achievements in 
the war with Armenia, the ongoing Russia-West 
conflict, and the changing strategic realignment 
in the region. Having won the Second Karabakh 
War in 2020, Baku has changed the three-decade 
long status quo in the conflict with Armenia over 
Nagorno-Karabakh. Russia’s invasion of Ukraine 
in 2022 and the Kremlin’s and the West’s preoc-
cupation with this conflict led Baku to believe that 
it could achieve its maximalist aims in Karabakh 
without any diplomatic negotiations. It thus oc-
cupied parts of Armenia’s internationally recog-
nised territory in September 2022 and a year lat-
er, it took over the entirety of Karabakh by force, 
causing a mass exodus of the local Armenian 
population. This takeover made it possible for 
Baku to eliminate third-party facilitation (carried 
out by the EU, the US, and Russia), oust the Rus-
sian peacekeepers stationed in Karabakh, and 
switch to a bilateral format of peace talks with 
Armenia.

Azerbaijan’s victory could not have happened 
without the unequivocal support of Turkey. An-
kara has been Baku’s staunchest ally. The close 
relationship between these Turkic nations is epit-
omised by the slogan »one nation, two states«. 
Turkey, a member of NATO, has been instrumen-
tal in revamping Azerbaijan’s military. It support-
ed Baku in the war and has refused to normal-
ise relations with Yerevan until it signs a peace 
treaty with Azerbaijan. Furthermore, Russia’s and 
the EU’s interest in Azerbaijan have increased. 
Russia uses Azerbaijan for the transit and export 
of its gas and other goods, while the EU has in-
creased its purchases of Azerbaijani gas to make 
up for supplies from Russia. Overall, Azerbaijan’s 
wealth from the export of hydrocarbon resources 

has ensured the country’s economic self-suffi-
ciency and underpins the ruling elite’s strong hold 
on power. Azerbaijan’s oil and gas sector contrib-
ute up to half of the country’s GDP and make up 
over 90% of its exports.

The favourable geopolitical position is well under-
stood in Baku. Therefore, in terms of the peace 
process with Armenia, there is no desire to make 
any concessions or be generous towards Yere-
van. Azerbaijan’s insistence that Armenia’s con-
stitution be amended can also be explained from 
this perspective: it is not a real fear of Armenian 
revisionism that drives Azerbaijan’s demand, but 
rather the fact that it has no need to make things 
easier for Yerevan.

President Ilham Aliyev, in power since 2003, en-
joys considerable domestic legitimacy due to the 
victory in the Second Karabakh War, although it 
is difficult to verify this widespread belief given 
the lack of independent sociological polling in 
Azerbaijan. The victory, however, poses uneasy 
questions about reframing Azerbaijan’s nation-
al identity, which for the past 30 years has been 
based on a sense of victimhood and the desire to 
restore »justice« by taking back its internationally 
recognised territories. Aliyev’s belligerent rhetoric 
towards Armenia might be partially explained by 
a lack of new narratives or a positive agenda that 
could substitute the issue of the return of Kara-
bakh. The space for public participation – tradi-
tionally limited in authoritarian Azerbaijan – has 
not been liberalised as a result of the military 
victory, despite the expectations of civil society 
leaders. Indeed, the opposite seems to be the 
case: the state has been targeting human rights 
and peace activists and independent journalists, 
detaining them on far-fetched charges, all prior to 
the COP29 international climate summit hosted 
in Baku.

https://www.trade.gov/country-commercial-guides/azerbaijan-market-overview
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Areas for EU engagement

The South Caucasus is best characterised as a 
crossroads between Asia, the Middle East and Eu-
rope. A multitude of very diverse actors have their 
own ambitions and interests, and a long history of 
relations with the three countries of the South Cau-
casus. These, in turn, have sought to keep their for-
eign policy options open. The EU should not view 
other regional actors in terms of a zero sum game 
and should avoid trying to compete with them. In-
stead, it should try to engage with an open mind 
and promote regional cooperation. This would help 
to make the countries of the South Caucasus more 
prosperous, more resilient and better connected 
and contribute to internal stability. It is therefore in 
the EU’s interest to invest in efforts to promote such 
cooperation. 

The bedrock of regional cooperation is peace and 
the resolution of long-standing disputes, such as the 
decades-old conflict between Armenia and Azerbai-
jan. According to our interviews, at no time have the 
two countries been closer to signing a peace agree-
ment than they are today. A peace agreement is an 
insufficient but necessary precondition to improve 
relations between the two countries. It could also 
lead to a normalisation of relations and opening 
of the border between Armenia and Turkey, which 
has been closed since the First Karabakh War in 
the 1990s. Beyond conflict resolution, the areas that 
emerged out of our research as most suitable for 
fostering regional cooperation are economic con-
nectivity and environmental cooperation.

Conflict resolution

Armenia and Azerbaijan

The EU has lost its role as facilitator in the Arme-
nia-Azerbaijan peace process. There are two main 
reasons for this. First, because of Azerbaijan’s take-
over of the entirety of Nagorno-Karabakh in Sep-
tember 2023 and the mass exodus of more than 
100,000 ethnic Armenians from this territory, Azer-
baijan has resolved its problem of territorial integri-
ty. It therefore has no need of international partici-
pation in the ongoing peace process.

Secondly, France’s sales of weapons to Armenia 
since October 2023 have undermined the EU’s repu-
tation as a neutral broker in Azerbaijan’s eyes. Thus, 
the EU, along with Russia, has lost its capacity to 
facilitate the process. Only the United States is cur-
rently conducting some shuttle diplomacy between 
the two capitals. However, unlike Russia, whose 
return to the peace process is unwanted by either 
Armenia or Azerbaijan, the EU’s neutral engagement 
would be welcomed by both sides.

The difficulty for the EU lies in finding pathways for 
action that would be perceived as neutral by both 
sides to the conflict, as they have tended to view 
any bilateral support for one side as a loss to them-
selves. The second difficulty for the EU lies in the 
nature of its own political process: it has been una-
ble to act with one voice and its individual Member 
States’ policies have created different perceptions. 
Thus, France is perceived as pro-Armenian, while 
Hungary is seen as pro-Azerbaijani. Germany and 
the Scandinavian countries are seen as neutral.

Zangezur Corridor

A transportation route commonly referred to as 
the »Zangezur Corridor«, if implemented, would 
connect Azerbaijan proper with its exclave Na-
khichevan and Turkey via the southern Armeni-
an province of Syunik. The establishment of the 
route is part of the trilateral ceasefire agreement 
concluded between Armenia and Azerbaijan with 
Russian mediation on 9 November 2020, which 
ended the 44-day Second Karabakh War. Since 

then, Azerbaijan has insisted on the implemen-
tation of the Zangezur Corridor and its extrater-
ritorial status, which would be under the control 
of Russian security forces. Baku made the estab-
lishment of the route a precondition for progress 
in peace treaty negotiations with Armenia. In Au-
gust 2024 it was announced that this issue had 
been taken off the peace process agenda and its 
resolution postponed for the foreseeable future. 
The establishment of the route is strongly op-
posed by Iran.
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The fact that Azerbaijan removed its precondition 
regarding the Zangezur corridor from the peace 
treaty process on 7 August 2024, while not taking 
it off the negotiating table completely, signifies that 
if any agreement is signed between Armenia and 
Azerbaijan in the near future, it will most likely not 
change the reality on the ground. The unresolved 
issues will remain. Thus, Armenia and Azerbaijan 
are still quite far from the positive peace required 
for a normalisation of relations, opening of borders, 
trade and contacts between societies. »Separation« 
(something like a »cold peace«) seems to be a more 
realistic scenario, with a limited normalisation per-
haps the best option.

How the EU could engage

With this goal in mind, the EU should continue to 
engage with the two sides at all levels, even if de-
prived of the capacity of official facilitator. This 
could include looking for win-win projects. Econom-
ic cooperation is increasingly perceived in this way, 
supporting Track 2 expert dialogues, continuing to 
advocate for the EU Monitoring mission on Azerbai-
jan’s side of the border with Armenia and continue 
work on the Armenian side in a spirit of impartiality. 
The EU should continue to support de-mining ef-
forts in Karabakh, provide support to the displaced 
Karabakh Armenians, and help to preserve Armeni-
an historical and cultural sights in Karabakh.

Another  avenue for engagement could be to es-
tablish an EU advisory mission to reform Armenia’s 
State Border Service. Armenia’s borders with Tur-
key and Iran have been managed by Russian bor-
der guards since the dissolution of the Soviet Union, 
and Yerevan only recently declared its desire to take 
over this role. This means that its border service 
needs to be built up almost from scratch. In light 
of the recently launched dialogue with Brussels on 
visa liberalisation, the EU would be a suitable part-
ner to assist Armenia in this endeavour.

The EU should also work with Turkey whenever pos-
sible to try to persuade Azerbaijan to moderate its 
excessive demands towards Armenia. While 90% of 
the text of the peace treaty is said to be ready, more 
than anything else, Azerbaijan’s desire to be tough 
on Armenia prevents its conclusion. 

Georgia and Abkhazia and South Ossetia

With regard to Georgia’s breakaway territories Abk-
hazia and South Ossetia, the EU brokered a cease-
fire in the Russia-Georgia war in 2008 and has been 
operating a monitoring mission (EUMM) at the line 
of separation between Georgia and South Ossetia 
and Abkhazia ever since. The EUMM has been cru-
cial in keeping minor incidents from escalating into 
a bigger conflict, facilitating contacts between fam-
ilies separated by the war, and ensuring an interna-
tional presence in the area.

Furthermore, the EU, together with the UN and the 
OSCE, is a Co-chair of the Geneva International Dis-
cussions, the only format in which Georgia, Russia 
and the breakaway territories’ leaderships meet. 
The meetings have continued even after Russia’s in-
vasion of Ukraine, making this platform even more 
valuable in times of scarce contacts between Rus-
sia and the West. The EU has supported contacts 
between civilians living on both sides of the sepa-
ration line and the dialogue efforts between Tbilisi 
and Sukhumi, thereby contributing to stabilisation 
of the situation on the ground and maintaining con-
tact between both sides of the conflict.

How the EU could engage

While the outcome of the October parliamentary 
elections in Georgia indicates a further drift from 
the EU, Brussels should nevertheless refrain from 
downgrading or closing the EUMM. Despite the 
frozen nature of the conflict, Russia’s role in it, and 
the unlikelihood that the breakaway territories will 
be reintegrated into Georgia any time soon – even 
if Georgian Dream’s leaders claim otherwise – the 
EU should be nuanced in its approach. It should be 
mindful not to reduce the conflict to a Russia-Geor-
gia problem but recognise that there is a strife be-
tween Tbilisi and Sukhumi as well and continue 
working with a vibrant Abkhaz civil society that, 
despite multiple constraints, continues to operate 
and even acts as a mediator between international 
organisations and donors and the de facto Abkhaz 
authorities.
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Regional cooperation

Regional cooperation between the three South  Cau-
casus states is generally rather limited,  especially 
due to the conflict between Armenia and Azerbaijan. 
Indeed, the countries of the South Caucasus were 
not keen on regional cooperation even when they 
were all part of the Soviet Union. This continued af-
ter independence. Nevertheless, it is high time that 
the three states changed this approach, as in some 
areas – such as economic connectivity and espe-
cially environmental protection – joining forces is 
the best way to move forward. 

Middle Corridor

The Middle Corridor is a trade route connecting 
China to Europe that passes through Kazakhstan, 
crosses to Azerbaijan over the Caspian Sea, and 
continues to Georgia and Turkey (see map). So far it 
has excluded Armenia because of regional rivalries 
and closed borders.

The Corridor has been operational since 2017. Cargo 
volumes are still relatively low but they tripled once 
Russia invaded Ukraine. Demand further increased 
with the Houthi attacks on the sea route from the 
end of 2023. Hence, the Middle Corridor has attract-
ed a new level of interest from major companies 
and countries that wasn’t present before. Lately, 
cargo volumes have decreased because of the mul-
tiple limitations and bottlenecks along the corridor, 
but trade is projected to rise once those problems 
are addressed.

Actors in the region have a stake in enhancing con-
nectivity and expanding the Middle Corridor. Inter-
est is particularly strong in Azerbaijan and Georgia. 
However, there is a concern in Georgia that transit 
through the country might become less attractive 
if Armenia and Turkey normalised relations and 
opened transport links.

Countries along the Corridor are already intensify-
ing cooperation. Azerbaijan, Georgia and Turkey re-
cently modernised the Baku-Tbilisi-Kars railway, op-
erational since 2017. Azerbaijan signed a five-year 
roadmap for the Middle Corridor in 2022 together 
with Kazakhstan and Turkey. China obviously has a 
major stake in the Middle Corridor which it views as 
part of its Belt and Road Initiative (BRI). Beijing has 
already made impressive investments in China-Ka-
zakhstan rail infrastructure, including the Khorgos 
dry port, its biggest BRI investment in Central Asia. 
Chinese companies are also investing in highways 
in Georgia and recently won the controversial bid 
for the Anaklia deep sea port on the shore of the 
Black Sea (which was strongly opposed by the Unit-
ed States). 

A comprehensive analysis by the World Bank shows 
that the Middle Corridor is economically most at-
tractive to the countries that lie on the route. The 
reason is that the bulk of the trade that it generates 
is intra-regional, and only about one third is transit 
from China to the EU. Overall, even when at full ca-
pacity, the Middle Corridor can handle only a frac-
tion of EU-China trade.
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Figure 1: Map of the Middle Corridor

https://www.rferl.org/a/middle-corridor-china-ukraine-war/33041577.html
https://www.rferl.org/a/middle-corridor-china-ukraine-war/33041577.html
https://www.worldbank.org/en/region/eca/publication/middle-trade-and-transport-corridor
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Nonetheless, the EU seems to be interested in Eur-
asian connectivity, seeking alternative transport 
routes that bypass Russia. Together with Central 
Asian partners, the EU announced a Trans-Caspian 
Transport Corridor linking Europe and Central Asia. It 
also pledged €10 billion in support and investments 
towards sustainable transport connectivity in Cen-
tral Asia at the Global Gateway Investors Forum in 
January 2024. The money is coming in the form of 
loans by international financial institutions with a 
guarantee from the European Commission.

Challenges of the Middle Corridor

Despite the positive momentum, the Middle Corridor 
is still struggling with inefficiencies that keep costs 
high, trade unpredictable and thus overall freight 
volumes low. Among the biggest problems are in-
adequate »hard« infrastructure components, such 
as capacity limitation of rail or road connections, 
inadequate border crossing facilities or limited port 
capacity in Baku, a chokepoint of the entire corridor. 
The Romanian port of Constanta, one potential en-
try point for goods to Europe on the Black Sea, has 
been operating at its limits ever since it began han-
dling Ukrainian grain. The fact that containers need 
to be lifted from railways (with different gauges) to 
ships multiple times along the way does not allow 
for seamless transit.

Challenges posed by nature need to be considered, 
too: strong winds make sailing across the Caspian 
Sea risky and unpredictable. To make things worse, 
there is the long-term problem of the falling sea lev-
el in the Caspian Sea.

»Soft« infrastructural problems along the Middle 
Corridor loom large. Among them are cumbersome 
non-harmonised customs procedures, inadequate 
cooperation between the authorities of the coun-
tries involved, backlogs and queues at the borders 
and thus high logistics costs due to delays and un-
certainty. A disadvantage of particular concern to 
the EU is that the Middle Corridor may help Russia 
evade sanctions by creating additional trade oppor-
tunities via Georgia or Kazakhstan.

Why the EU should invest in the Middle 
Corridor

However, there are considerable advantages in EU 
investment in the Middle Corridor. Wherever possi-
ble, the EU should do so in cooperation rather than 
in competition with China because it is likely to re-
tain a stake in the region.

First, the Middle Corridor presents an alternative 
route for EU-China land trade. Transit through the 
Middle Corridor will not replace the route via Russia 
capacity-wise, but it is the most viable option for di-
versifying trade routes and strengthening the EU’s 
economic resilience. 

Second, the Middle Corridor is projected to enhance 
regional trade in the South Caucasus (along with 
Central Asia) and can clearly benefit regional co-
operation. The effective development of the Middle 
Corridor will require cooperation and harmonisation 
among its countries. The EU as an economic block 
and a regulatory superpower is best positioned to 
assist this process and help promote regional co-
operation along the way. It has a genuine interest 

Role of the Middle Corridor 
in EU-China trade
The bulk of EU-China trade is seaborne (85%), 
with only 5% delivered by air and some 10% by 
land, largely via railway through Russia (86% prior 
to the war). This distribution is not surprising giv-
en that a large modern container ship can carry 
the same amount of cargo as the monthly vol-
ume of freight transiting Russia.

Even though transit through Russia decreased 
by some 30% after Russia invaded Ukraine, it has 

been rising again, especially since the Houthi be-
gan their attacks on ships passing the Horn of Af-
rica in December 2023. Insecurity of passage via 
the Red Sea made container operators choose a 
lengthy alternative route around the African con-
tinent, incurring delays and tripling the costs, not 
to mention CO2 emissions.

Even if bottlenecks and inefficiencies along the 
Middle Corridor are addressed and it gets to full 
capacity, only a modest share of EU-China land 
trade will go through it.
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and expertise in lowering trade barriers between 
countries and promoting trade liberalisation. Hence 
it can help address the »soft« infrastructure con-
straints that the Middle Corridor is facing. For ex-
ample, it can help to harmonise practices to low-
er transaction costs for shippers and give them a 
more seamless transportation system. It can also 
support the introduction of unified tariffs, as well as 
a single payment platform along the corridor. The 
EU can further facilitate the provision of regional 
traffic information and smooth border-crossing pro-
cedures.

Increased regional cooperation is projected to en-
hance economic activity, create opportunities for 
local businesses along the corridor and create jobs. 
If the EU and European companies use the oppor-
tunity to invest in infrastructure and harmonisation 
of trade procedures, it can be a vehicle of economic 
development and thus more prosperity and stability. 
The EU should be mindful of the opportunity to set 
European standards (with their strong labour and 
environmental protection), because if it does not 
invest, Chinese companies, which lack such stand-
ards, will.

Third, investment in the Middle Corridor will help to 
deepen ties with the countries along the route. Their 
strategic position between Europe and China, cou-
pled with a vast array of resources and energy po-
tential (including renewables), make the investment 
attractive to the EU. Meanwhile, all three South Cau-
casus countries (along with Central Asian states) 
are keen on diversifying their economies and reach-

ing out to new trade partners. The Middle Corridor 
may be also a way for the EU to deepen ties with 
Turkey by ensuring that it continues to play a crucial 
role in Europe’s external connectivity.

Environmental cooperation

The South Caucasus is confronted with a multi-
tude of environmental challenges, including those 
pertaining to energy, mining, transport, urbanisa-
tion, biodiversity and transboundary natural dis-
aster response. However, a significant proportion 
of these challenges can be attributed to declining 
water security, either directly or indirectly. Indeed, 
water stress represents one of the most pressing 
challenges in the Caucasus region. This is why this 
paper will focus on water issues and highlight the 
need for regional water cooperation.

The Kura-Araks Basin

The Kura-Araks Basin, the primary water source in 
the South Caucasus, encompasses Armenia, Azer-
baijan, Georgia, Iran and Turkey. The Kura River runs 
1,515 kilometres through Georgia and Azerbaijan 
before flowing into the Caspian Sea. Its tributar-
ies from the Greater Caucasus Mountains are fed 
by continuous and seasonal snowmelt. The Araks 
River, 1,072 kilometres long, forms part of the bor-
der between Turkey and Iran to the south, and Ar-
menia and Azerbaijan to the north, and merges with 
the Kura River shortly before reaching the Caspian 
Sea. The Kura and Araks rivers serve as the prima-
ry water sources for agriculture, energy, domestic 
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and industrial use in these countries. However, cli-
mate change and increasing water stress, coupled 
with inefficient infrastructure, inefficient agricultural 
and industrial water use, pollution from upstream 
mining, and competing demands, have created an 
urgent need for water diplomacy and regional co-
operation.

Water cooperation in the Basin

There is some bilateral water cooperation in the Ku-
ra-Araks Basin, including bilateral agreements be-
tween Azerbaijan and Georgia, Azerbaijan and Iran, 
Armenia and Turkey, and Armenia and Iran, as well 
as Armenia and Georgia. The long-standing agree-
ment between Armenia and Turkey concerning the 
Akhuryan/Arpachay and Araks/Aras rivers stands 
out for its effective monitoring of water quantities 
despite the absence of diplomatic ties between the 
two countries. Engineers from both countries con-
vene regularly to quantify and equitably apportion 
water resources. However, this agreement is limit-
ed in scope, focusing exclusively on water quantity 
with no provisions for water quality assessments 
or restrictions on upstream dam or reservoir con-
struction. Also, Turkey is excessively building dams, 
thereby limiting the amount of water available for 
the South Caucasus.

Water is also becoming an important issue in bilat-
eral relations between Iran and Azerbaijan, with the 
joint construction of two major dams, the Khoda 
Afarin Dam and the Giz Galasi Dam, completed in 
2024, following a 2016 agreement on cooperation in 
the construction, operation and use of energy and 
water in these two reservoirs.

Turkey’s role

Turkey plays a key role in the hydro-politics of the 
Kura-Araks Basin as the riparian country with first 
access to the basin’s waters before they flow down-
stream to the South Caucasus. This position gives 
Turkey a significant advantage in securing its water 
and energy needs, which it actively seeks to exploit. 
The country claims full sovereignty over its rivers 
and opposes the internationalisation of river man-
agement issues, for example through international 
agreements that could force it to share control over 
water quality and quantity. Turkey’s unilateral plans 
to build several dams on the Aras River will affect 
the downstream users of the river, Armenia, Azer-

baijan and Iran. There are large-scale water transfer 
initiatives, such as the Kura-Çoruh project, which 
aims to divert up to 60% of the Kura River waters 
for hydropower generation away from its original 
course into Georgia and then Azerbaijan towards 
the Black Sea. These projects risk reducing water 
availability and destabilising downstream countries, 
but Georgia and Azerbaijan have largely refrained 
from addressing these issues, even in the context of 
academic cooperation, prioritising their strong polit-
ical and economic ties with Turkey. 

Challenges to comprehensive water 
cooperation

The existing bilateral agreements in the basin are in-
adequate to address the region’s challenges, includ-
ing climate change, water overuse and pollution. In 
the absence of comprehensive institutional frame-
works for joint water management at the river basin 
level, transboundary water issues could become a 
source of further instability in the region. Joint ac-
tion involving all five riparian states could serve to 
build confidence between Armenia and Azerbaijan, 
as well as in the normalisation of relations between 
Armenia and Turkey.

However, geopolitical competition, the lack of dip-
lomatic relations and the absence of a unified ap-
proach to environmental and climate challenges 
hinder the establishment of effective cooperation. 
Also, any joint water management framework 
would require strong leadership from a country with 
functional relations with all riparian states, such as 
Georgia. However, Georgia currently shows little in-
terest in assuming such a role.

In addition, environmental issues are no longer a 
neutral area for cooperation, but have increasingly 
become a geopolitical minefield. There is an emerg-
ing tendency for states to weaponise environmen-
tal diplomacy. Azerbaijan’s actions in the Lachin 
Corridor between December 2022 and September 
2023 are just one example, as the country used en-
vironmental activism to justify its blockade of Na-
gorno-Karabakh before subsequently reclaiming the 
region militarily. While the negative environmental 
impact of Armenia’s activities in Nagorno-Karabakh 
is well documented, Azerbaijan has framed these 
concerns strategically, claiming that Armenia’s min-
ing activities violate international environmental 
conventions by polluting shared waterways, such 

https://en.insamer.com/transboundary-waters-and-turkey_1642.html
https://issblog.nl/2024/06/11/navigating-the-stormy-waters-how-the-south-caucasus-water-academics-network-swan-is-furthering-discussions-on-water-diplomacy-in-the-south-caucasus-and-beyond/
https://www.acaps.org/fileadmin/Data_Product/Main_media/20230120_acaps_anticipatory_note_on_nagorno-karabakh_blockade.pdf
https://www.acaps.org/fileadmin/Data_Product/Main_media/20230120_acaps_anticipatory_note_on_nagorno-karabakh_blockade.pdf
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as the Voghji/Okchuchay River, and has initiated 
lawsuits accordingly. In this context of increasing 
geopoliticisation of environmental issues, coopera-
tion efforts face growing challenges.

What the European Union can do

As an established environmental leader, the EU can 
support the riparian states of the Kura-Aras Basin 
in advancing effective water cooperation. Initiatives 
and support in this field are in the EU’s interest, as 
they offer an entry point for broader cooperation on 
regional issues, thereby fostering greater stability in 
its neighbourhood.

FUNDING PROJECTS

EU financial contributions can support the modern-
isation of existing water infrastructure, which is es-
sential to reduce water losses of up to 30% in some 
areas. It can also help to establish climate-resilient 
infrastructure, water-efficient agricultural practices, 
ecosystem restoration and disaster preparedness 
projects. Such initiatives could start bilaterally and 
lay the groundwork for broader intra-regional coop-
eration. Investments in early warning systems and 
advanced monitoring infrastructure will enhance 
climate resilience, improving the basin’s ability to 
respond to floods, landslides and other hazards. 
However, a successful EU approach must avoid im-
posing externally defined priorities that create long-
term dependencies and often result in standards 
that are merely cosmetic. Funding structures must 
be designed to leave room for local expertise and 
agency.

LEGAL ADVISORY

Establishing a shared regulatory framework, such 
as a river basin commission, is crucial for the co-
ordinated and transboundary management of the 
Kura-Aras River Basin. This approach can enhance 
disaster risk reduction, climate resilience and sus-
tainable resource sharing among all basin countries.

If the EU wishes to promote effective regional co-
operation, it could advocate for the establishment 
of such a common regulatory framework by offer-
ing expertise in institutional design and resource 
management. Such a framework must involve all 
relevant countries, including Turkey and Iran, to en-
sure that it addresses the region’s specific needs. 
So far, EU efforts have focused primarily on align-

ing Armenian and Georgian legislation with EU wa-
ter management standards. This risks reinforcing 
imbalances and creating temporary non-inclusive 
solutions that lack trust and long-term legitima-
cy. A joint legal framework must be tailored to the 
unique characteristics of the Kura-Aras Basin and 
avoid replicating existing river basin commissions 
or overreliance on EU standards.

CAPACITY-BUILDING AND TRAINING – BEYOND 
TECHNICAL ASPECTS

Technical cooperation is essential. The EU can offer 
opportunities for local communities and govern-
ment agencies to enhance the skills they need to 
manage water resources effectively. EU-coordinat-
ed knowledge exchange and technology transfer, 
especially in data analysis and monitoring, can im-
prove decision-making and cross-border coopera-
tion.

Equally important is building trust and promoting 
public diplomacy through scientific, cultural and 
educational links between riparian states in con-
flict. The EU can contribute by facilitating dialogue, 
offering a platform for young professionals to enter 
the water sector, and bridging gaps in educational 
opportunities that integrate policy, climate change 
and diplomacy. There is a growing need in Arme-
nia, Azerbaijan and Georgia for experts who can 
navigate the intersection of governance, interna-
tional politics and environmental issues in coordi-
nated transboundary approaches. By supporting 
cross-border networks among researchers and 
practitioners, the EU can help to forge links that ad-
dress shared environmental challenges. 

PLATFORM FOR DATA EXCHANGE

The exchange of qualitative and quantitative data 
between governments, the scientific community, 
NGOs and local communities within and between 
riparian states is essential to match technical ex-
pertise with local needs. Currently, the basin suffers 
from limited comprehensive geographical and hy-
drological data and communication gaps between 
the scientific and policymaking communities, not 
least due to a lack of interest and awareness at the 
highest political level in the countries concerned. 
This disconnect hinders the integration of scientific 
knowledge into policy and weakens crisis manage-
ment efforts, such as flood risk reduction, which 
lack coordinated, systematic data-sharing prac-
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tices. The EU can provide a collaborative platform 
for this multi-stakeholder exchange to support ev-
idence-based decision-making across sectors and 
borders.

Conclusion

The EU’s engagement in the South Caucasus has 
had its limitations because of a number of factors, 
ranging from fundamental shifts in the European 
security order to the EU’s own inability to speak with 
one voice. Not being a geopolitical actor, the EU has 
little influence on the policies of the countries in the 
South Caucasus and has been reacting to unfolding 
events rather than shaping its policy towards the re-
gion in a proactive way (let alone devising a strate-
gy). Moreover, the countries of the South Caucasus 
are interested in diversifying their foreign partners 
and keeping their foreign policy options open. In this 
context, it is advisable that the EU focus on realistic, 
even if modest goals that bring tangible benefits to 
the region and align with EU interests. In doing so, 
the EU should avoid antagonisms or competition 
with other stakeholders in the region, such as Rus-
sia, Turkey, Iran or China.

Our research identified three areas in which the EU 
has capacity to make a meaningful contribution: 
support for conflict resolution, promotion of eco-
nomic connectivity and advancement of regional 
cooperation on the environment and water man-
agement. 

The conclusion of a peace treaty between Armenia 
and Azerbaijan could become an additional guaran-
tee of stability and security in the region. The EU can 
help to make this a reality. EU investment in hard and 
soft infrastructure along the Middle Corridor could 
enhance intra-regional trade, help safeguard labour 
rights and environmental standards, and in the long 
run help to raise living standards in the countries 
along the Corridor. With regard to environmental co-
operation, the EU can use its institutional expertise 
to establish joint frameworks, strengthen capacities 
and facilitate the exchange of data and knowledge 
between the three countries at different levels, with 
a view to long-term cooperation on water security. 
Progress in these areas can make Caucasus coun-
tries more stable and resilient, better connected and 
less susceptible to external pressures.
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FES ROCPE in Vienna
Established in 2016, the FES Regional Office for Cooperation and Peace in 
Europe (FES ROCPE) addresses today’s profound challenges to European 
security. It also works closely with the OSCE on integrating young voices 
in European security debates and the interface between security and 
environment.

Russia’s invasion of Ukraine on 24 February 2022 was a watershed 
moment for security in Europe and has rendered obsolete previous 
visions of European order. A new Cold War or even more unstable 
relations between Russia and the West are the probable outcome of 
this war, creating an environment of confrontation and containment in 
Europe. At the same time, planetary challenges such as climate change 
or pandemics continue to threaten peace and security and require 
cooperative approaches.

In these uncertain times, FES ROCPE continues to develop new ideas 
under the aegis of solution-oriented policymaking, together with experts, 
politicians and policy planners from Eastern Europe, Russia, the EU and 
the US. The aim is to tackle interconnected security challenges, contribute 
to conflict resolution and strengthen the idea of common and indivisible 
security in Europe in the spirit of the Paris Charter (1990) and the Istanbul 
Charter (1999). It is our belief that organisations such as the FES have a 
responsibility to come up with new ideas and to introduce them into the 
political process in Europe.

Our activities include:

 » regional and international workshops aimed at developing new 
concepts on stabilising the security situation in Europe, dealing 
with conflicts and achieving lasting peace in Europe;

 » a regional network of young professionals working on de-
escalation, cooperation and peace in Europe;

 » regular public opinion polling on security matters;

 » cooperation with the OSCE in the three dimensions of security: the 
politico-military, the economic and environmental, and the human.

IIP
The International Institute for Peace (IIP) 
is a non-governmental organization based 
in Vienna, Austria. The IIP has consultative 
status to the Economic and Social Council of 
the United Nations (ECOSOC) and the United 
Nations Organization for Education, Science, 
Culture and Communication (UNESCO). 
Founded in 1956, the Institute was re-
established in 1989 by its former president and 
former Austrian foreign minister, Erwin Lanc. 
Its current president is Dr. Hannes Swoboda, 
a former member of the European Parliament.

The IIP functions as a platform to promote 
peace and non-violent conflict resolution 
across the world to a wide range of stakeholders 
– scholars, diplomats, practitioners, military 
personnel, and civil society as well as 
students and private citizens. Both alone and 
through collaborations, it organizes lectures, 
conferences, seminars, backgrounds talks, 
workshops, and symposia on a wide range of 
issues. 

In recent years, the IIP has focused in 
particular on the areas of international security, 
disarmament, arms control, migration, and 
non-proliferation. On a regional level, the IIP 
emphasizes the EU’s neighborhood, including 
the Western Balkans, the Eastern Partnership 
countries, Russia, the Middle East, and Africa. 


