Georgia: In Quest of a Niche Strategy
Archil Gegeshidze*

It was about a decade ago that Georgia began receiving international media cov-
erage with some regularity. It was a time of historical change, when the Soviet
Union began giving caesarean birth to new states, eventually itself dying in child-
birth. As Georgia's confinement was most difficult, the news items featuring its
post-natal pains were especialy depressing. Indeed, two inflamed ethnic conflicts
and abitter confrontation within Georgian society puzzled international audiences
asto whether Georgiawould pull through. Luckily, Georgia has survived the most
dramatic times in its recent history, but it was an extremely complex geopoalitical
environment and historical legacy that had provoked inexperienced parvenu politi-
cians of the early 1990s to make a series of costly mistakes, the results of which
Georgiais still feeling.

Ten years later, policy analysts and media commentators are still puzzled.
Georgia still has along way to go until it irreversibly secures peace and stability
and evolves into aviable and prosperous state. For the moment, the most difficult
guestion is whether Georgia has the vision and resourcedo attain this goal. It is
an appropriate moment to take stock.

Prerequisites for an Unfavorable Startup

Over the past decade, Georgia has gone through rapid and profound change. Geor-
gia has not only regained its independence; it has also set out on a path of trans-
formation of the features of its society. Such profound changes were unavoidably
accompanied by difficulties, the primary cause of which was a very disadvanta-
geous starting position. A set of geographic, geopolitical, and historical precon-
ditions, as well as the cultural characteristics of the Georgian nation, has greatly
influenced the subsequent developments in the country:

— Situated in a geographic buffer zone between Russia, Turkey, and Iran,
Georgia has historically had to strike a careful balance in its external rela
tions. In our time too, some regiona powers consider control over Georgia
as aprerequisite for domination in the South Caucasus and Central Asia?

1 Archil Gegeshidze isa Senior Fellow, Georgian Foundation for Strategic and I nternational Stud-
ies.

2 Russiaconsiders Georgia, first and foremost, as a safety valve that, if under control, would allow
Russia to prevent penetration of Turkey’s palitical influence into the North Caucasus, as well as
further to the East into Central Asia. Also, control over Georgia provides leverage for Russiato
rule out any possihility of future NATO expansion from Turkey into the Caspian Basin. Addition-
ally, a subdued Georgia would ease Russia's goal of obstructing the progress of the East-West
energy corridor, as well as hindering the entrance into the Caspian Basin of Western corporate
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— Over the past two centuries, the Russian Empire and the Soviet Union have
contributed greatly to laying the foundation for current ethnic tensions in
Georgia through deportations and resettlement of different ethnic groups,
aswell as artificially drawing and redrawing administrative boundaries.

— The Soviet legacy is also a primary cause of the lack of a diversified econ-
omy that would better meet the needs of an independent country. Also, the
Russian totalitarian legacy is, perhaps, the major impediment to progress
towards market democracy.

— Unlike some other countries in the region, Georgia lacks strategic natural
resources that would enable it to earn hard currency through export.

— Georgian national values, perceptions, and attitudes towards the outer world
have traditionally been and still are partly subject to misinterpretation, |ead-
ing to inadequate policy design2

Additionally, the naivetéof Georgian authorities in the early days of indepen-
dence, or what Alexander Rondeli calls wishful thinking or strategic idealism?
has unnecessarily led the country through civil conflict and political turmoail, in-
cluding the overthrow of a democratically elected president and separatist strug-
gles in Abkhazia and South Ossetia. Also, Georgia's economy, aready reeling
from the loss of Soviet subsidies after independence, was severely damaged by
these conflicts. The Georgian government could not manage to defend the coun-
try, keep order on the streets of the capital, pay state workers, collect taxes, or
print currency. The vestiges of that pandemoniac episode have had an enduring
impact on Georgian poalitics.

Short-lived Success Story

Under E. Shevardnadze's leadership, Georgia has taken painstaking efforts to
achieve by the mid-1990s a relative stabilization. The country started to enjoy
steadily improving political stability and economic growth. A cease-fire in 1994
brought an end to the conflict in Abkhazia, and the conflict has been dormant
for several years now. A new constitution was adopted, and presidential aswell as
parliamentary elections were held in 1995. With the help of the International Mon-
etary Fund (IMF) and World Bank, a recovery has begun. Georgia's currency, the

interests. Turkey views Georgia as a gateway to the Caucasus and Central Asia as it aspires to
build up trade with the countries in the region, while one of the driving forces of Iran’s policy in
theregion is a perception of Georgia as a port-of-entry state of hostile U.S. influence.

% For example, Georgia's historical gravitation towards Europe and receptivity to its values have
been naively believed to automatically pave the way to membership in the Western community,
often causing inattention to the utilization of other competitive advantages of the country.

4 A. Rondeli, “The Choice of Independent Georgia” The Security of the Caspian Sea Region
edited by G. Chufrin, SIPRI (Oxford: Oxford University Press, 2001), 195-196.
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Lari, was introduced in September 1995 and has remained relatively stable with
the backing of an IMF stabilization fund. Inflation has been brought under control,
and GDP growth has resumed, although it has been moderated for the most part
by the lingering negative effects of Russia's August 1998 financial crisis. Also,
Georgia has adopted some of the best laws and institutional structures among the
republics of the former Soviet Union.

Although Georgia does not border on the Caspian Sea, it has emerged as one
of the key players in the development and transport of Caspian oil and gas. This
is especially remarkable since the minuscule republic has faced two secessionist
rebellions and several bids to topple its government since gaining independence
in 1991.

While Georgia's geographic attributes made it a focus of interest from global
oil companies, the country’s foreign policy orientation found favor in Western
capitals. Georgia was able to formulate its own foreign policy with a pro-Western
orientation. This approach included:

— Seeking Western mediation of the conflicts in the Georgian regions of Abk-
hazia and South Ossetia®

— Courting Western investment,

— Seeking Georgia's participation in European and Euro-Atlantic security
structures,®

— Promoting Georgia as atransit country for commerce between the West and
the states of Central Asiaand the South Caucasus, and,

— Seeking direct political, economic, and security ties with the United States
and Europe.

Georgia's potential as a partner in the transport of Caspian oil was recognized in
October 1995, when Azerbaijan and a consortium of mostly Western oil compa-
nies selected a pipeline route from Baku to the Georgian Black Sea port of Supsa
to serve as one of two pipelines carrying early Azeri oil to market. Thereafter,
Georgiawasideally positioned to remain aplayer in the Caspian oil game. Indeed,
as the main export pipeline on the Baku-Thilisi-Ceyhan route, intended to carry
larger amounts of oil from the Caspian, and the Shah-Deniz-Thilisi-Erzurum gas

® Georgia has been making effortsto break up Russia’'s monopoly on the conflict resolution process
by increasing the role of the Western community, which has resulted in the creation of the group
called the “Friends of UN Secretary General on Abkhazia” The group consists of France, the
U.S., Germany, the United Kingdom, and Russia.

6 Georgia has declared full integration into European Union and NATO as major foreign policy
priorities. Georgia cooperates with the EU within the PCA framework, while actively partici-
pating in NATO's PfP process. Georgia is a Council of Europe and OSCE member country as
well.
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pipeline had both been scheduled to become operational by 2004-2005, Georgia
has become the fulcrum for the East-West energy corridor.
Yet, here the pleasant part of the story ends.

Georgia Going Lame

Late 1998 has to be considered a watershed moment between the period of ef-
fective policymaking and that of defective policymaking. Economic growth and
reform slowed in 1998, due to the Russian financial crisis, drought, and political
events, such as an outbreak of hostilities in Abkhazia and an assassination attempt
against the President. More importantly, however, the fading of any political will
to improve governance has to be emphasized. The following brief summary out-
lines the major problems that Georgia has failed to effectively address:

— Georgia has struggled to establish its sovereignty without the benefit of a
properly structured economy.

— Georgian society suffers from a lack of traditional social services that can
address the problems of poor and elderly citizens in the transitiona eco-
nomic period. Thisisfurther complicated by an inefficient health system.

— Georgiaisaclassic weak state, which has still not fully formed an effective
and integrated administrative system that can provide the necessary security
guarantees for its citizens.

— The absence of national unity weakens feglings of loyalty to the Constitu-
tion and a sense of common citizenship among the citizens.

— The lack of a credible, effective, and reliable law enforcement system is
another challenge that Georgia faces.

— The state has not been able to consolidate its finances, largely due to prob-
lems with governance and corruption. The existing level of corruption casts
into doubt the effective functioning of state institutions, hinders the devel-
opment of local businesses and the attraction of foreign investments, seri-
ously undermines the credibility of the Government and its reforms, and
erodes the moral foundations of the civil society.”

" Georgia Country Commercial Guide FY 2Q01.S. & Foreign Commercial Service and U.S.
Department of State, 2001.
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National Security Challenged

Without doubt the Georgian state has become relatively stronger over the years.
Yet, due to the aternating ups and downs in the state-building process, Georgia
has been wavering in and out of the “failed state” category. Although internal
weaknesses take thelion’s share of the blame for Georgia' sinstability and poverty,
there are other factors as well that make the country increasingly vulnerable to
existing and new challenges in ever-changing world.

Globalization. The process of globalization is slowly penetrating Georgia.
More precisely, as the telecommunications infrastructure is still grossy inad-
equate and the relevant state ingtitutions are either corrupt or underdevel oped,
the positive aspects of globalization associated with increasing volumes of trade,
flows of investment and information, etc., go around Georgia without positively
affecting it. On the contrary, political fragility and the very weakness of the econ-
omy, along with widespread corrupt practices, promote religious extremism, sep-
aratism and nationalism, drug trafficking, arms proliferation, illegal migration,
and an HIV epidemic—phenomena otherwise referred to as negative aspects of
globalization. As a net result, Georgia may find itself among the losers of global-
ization.

Proliferation of International TerrorismThe September 11" events have
demonstrated that, due to globalization, international terrorists, furnished with
modern technology and abundant financial resources, can easily deploy their per-
sonnel, finances, and technology in any target country and region. The continued
crisis in Chechnya has made Georgia such atarget, asinternational terrorists have
networked with some of the Chechen militants using Pankisi Gorge, where sev-
eral thousand refugees from Chechnya had found shelter® The gorge has become
a center of kidnapping and drug trafficking. In addition, the situation in Pankisi
Gorge has become a major source of tension in relations between Georgia and
Russia, as Moscow describes the area as a training ground and arms smuggling
route for the Chechen rebels. Georgia, although incapable of dealing with the
problem on its own, has been persistently rejecting Russia’'s demand to jointly
conduct a cleanup operation® This has served as a cause for repeated violations
of Georgia's air space, including bombing raids.

Russia.The very attributes that have made Georgia a favorable partner for
Western governments, global energy companies, and certain regiona states have
also made the country atarget for Russia. Since the breakup of the Soviet Union,
Moscow has shown little willingness to witness the emergence of Georgia as a

8 “U.S. diplomat says some Afghan terrorists linked with al-Qaeda hide in Georgia,” Associated
Press Newswires, February 11, 2002.

® Instead, Georgia has recently made a request to the U.S. to help uproot armed rebels and crimi-
nals. The prompt U.S. decision to send to Georgia 200 instructors to train some 1200 Georgian
specia forces and provide them with light arms and communication systems has infuriated Rus-
sia
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regional transport hub aligned solidly with the West. Indeed, Russia has actively,
if covertly, manipulated Georgia's domestic vulnerabilities in an effort to retain
the republic within its sphere of influence. Throughout the conflict in Abkhazia,
Russia covertly provided the separatists with arms, ammunition, and intelligence,
and Russian soldiers participated directly in the hogtilities on the Abkhaz side.

In the last two years, Russia has again intensified its long-standing efforts
to control the focus of Georgia's foreign policy by imposing a unilateral visa
regime, cutting off energy supplies, and backtracking on prior commitments to
withdraw military bases’® These punitive actions exemplify Russian objections
to Georgia's Western foreign policy orientation, demonstrated by Georgia's de-
sireto join NATO, its support for the Baku-Thilisi-Ceyhan oil pipeline and Shah-
Deniz-Thilisi-Erzurum gas pipeline, membership in the GUUAM organization!
and alleged acquiescence to Chechen fighters operating along its Russian border.
The latter alegation has been increasingly used by Russia to justify numerous
cases of committing violations of Georgia's air space. As Vladimir Socor notes,
“the [November 2001] air raids were of unprecedented scope and range, involv-
ing a dozen fighter-bombers and assault helicopters, and penetrating so far from
the Chechnya combat theater into Georgian territory as to rule out the excuse of
‘navigational error”’'? Russian subversion, however, has not only used its tradi-
tional tools of brute force. It has also used legalistic arguments and commercial
enticements to coerce Georgia's leadership into pursuing a pro-Russian foreign
policy.®

Lack of Unity of the South Caucasushe South Caucasus as aregion is frag-
mented largely dueto existing ethno-political conflicts, which prevent individually
weak and small Georgia, Armenia, and Azerbaijan from combining their efforts
to jointly address challenges that the region as a whole faces. Also, as the foreign
policy priorities of the South Caucasus's countries often diverge, they tend to build
strategic and security ties with different global and regional powers whose policy
agendas in the region are based on conflicting objectives. Obviously, however sig-
nificant the great power rivalries may be as a factor, the future of the region will

10 At the November 1999 OSCE Summit in Istanbul, Russia, in response to Georgid's demand,
signed a Joint Statement on the reduction of treaty limited equipment (TLE) and withdrawal of
military bases. Russia has had four military bases remaining in Georgia from the Soviet days.
After endless negotiating rounds, Russia has closed its base in the Vaziani military airport but
has insisted on retaining partial control of the Gudauta base, which would be run by Russian
“peacekeeping” troops in Abkhazia. Russia also wants a 15-year lease on the two largest bases,
those at Batumi and Akhalkalaki.

1 Created in 1996, this is an interstate consultative body consisting of Georgia, Ukraine, Uzbek-
istan, Azerbaijan, and Moldova

12'\/, Socor, “Back to Bad Old Soviet Habits” The Wall Street Journal Europ®ecember 7-8,
2001.

13 7. Baran, “Georgia Under Worst Pressure Since Independence” Georgia UpdateCSIS January
10, 2001.
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ultimately be determined by the developments within the countries and their abil-
ity to cooperate. Asyet, no substantial regional cooperation outside of the Caspian
pipeline projects has been undertaken. More to the point, it has even been argued
that trans-regional pipeline projects encourage polarization in the South Cauca
sus, as the high profile of the Baku-Thilisi-Ceyhan project and the geopolitical
importance attributed to it have helped solidify a strategic alliance among its ben-
eficiaries (Azerbaijan, Georgia, Turkey, and the United States) and have fueled
the creation of an opposing bloc consisting of the losers in the pipeline equation
(Russia, Iran, and Armenia).** Evidently, the South Caucasus needs a compre-
hensive strategy of major change that would transform the region from an area
of confrontation into an open geo-economic system where, instead of conflicting
interests, there would be a mutual accommodation, or even coincidence, of those
interests. Shared vast natural and human resources based on devel oped infrastruc-
ture would alow the region to fully utilize the competitive advantages that the
states in the region individually possess.

Why Georgia Matters

Given both the complexity of the geopolitical environment and the lack of political
and financial resources to effectively address both old and new challenges, itisun-
likely that Georgia will manage to exploit its advantages and achieve its national
goals without strong support from the international community. The U.S. has
been amajor donor to Georgia. Important bilateral donors also include Germany,
Great Britain, the Netherlands, Turkey, France, and Italy. Other major multilat-
eral donors and international lending institutions include the IMF, World Bank,
European Bank for Reconstruction and Development, and the European Union.
Since 1993, Georgia has received more than US$1.5 hillion from international
donors, and U.S. assistance alone has totaled approximately $800 million. Geor-
giais among the largest recipients of U.S. foreign aid in the world. Importantly,
Georgia also receives strong moral and political support from most of the leading
Western countries and within international organizations, as it aspires to restore
its territorial integrity aswell asto solidify its sovereignty and independence.

Despite this myriad of problems, including those related to the deteriorating
performance of state institutions, Georgia still matters. A number of factors make
Georgia count.

International Prestige of the Political Leaddresident Eduard Shevardnadze
has proved himself to be genuinely committed to the idea that Georgia should
become a democratic country. To the West, he is the only ruler in the region to
have encouraged the development of a new generation of elite3® and one of the

14 L. Ruseckas, “U.S. Policy and Caspian Pipeline Politics: The Two Faces of Baku-Ceyhan” in
Succession and Long-term Stability in the Caspian Re@@ambridge, MA: BCSIA, 2000).

5 M. Olcott, “Provisions for Succession in the Caspian Region,” in Succession and Long-term
Stability in the Caspian RegidiCambridge, MA: BCSIA, 2000).
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principal guarantors of stability in and around the South Caucasus. Shevardnadze
has been extremely instrumental in promoting Caspian pipeline projects and in
developing Georgia's pro-Western foreign policy. Yet, as his presidential term
expires,’® the role of the “Shevardnadze factor” will go into decline while the
international community designs its policy towards Georgia.

Containing RussiaDespite the encouraging rapprochement between Russia
and the West that has taken place in the aftermath of the September 11 terror-
ist attacks on the United States, the new partnership still has to be regarded as
premature. However critical and productive the coordinated fight against interna-
tional terrorism may be as afactor for building genuine strategic aliance, the full
incorporation of Russia into the Western community will not be possible until it
unreservedly accepts civilized norms of conduct both domestically and interna-
tionally. Russia's conduct in Chechnya and, more importantly, its policy towards
the South Caucasus demonstrate to what extent the nostalgia for imperial might
is gtill felt there with overwhelming force. Georgia, as a pivotal country of the
region, has long suffered the most pressure from Moscow?!’ This is the primary
reason why Georgia seeks close security ties with the West and, vice versa, why
the West regards Georgia as a bulwark against Russid's illegitimate ambitions in
the South Caucasus. As Russia (hopefully) evolves into a genuine democracy,
Georgiawill willingly part with thisrole.

Promoting Peace in the RegioBeorgia’'s pragmatic and friendship-based for-
eign policy isasignificant factor for peace in the region. The normal and, in most
cases, actively friendly relations with neighboring countries determine Georgia's
unique potential for promoting peace in the region. Not surprisingly, Georgia has
launched several peace initiatives aimed at ending conflict in the region and en-
gaging in mutually beneficial cooperation. In the meantime, the very stability of
Georgia itself is an essential condition for peace in the entire Caucasus and be-
yond, including the volatile regions of southern Russia. This has not passed un-
noticed. The international community gives high priority to enhancing the peace-
promoting potential and stability of Georgia, since it isincreasingly contributing
to settling conflictsin Abkhazia and South Ossetia, and to supporting any of Geor-
gia's undertakings on regional cooperation.

A Gateway to East-West Transport Corrid@eorgia has been the first to
strongly advocate developing the concept of what is called the Eurasian Trans-
port Corridor and the New Silk Road.*® These efforts stimulated the subsequent

16 E. Shevardnadze was elected as President for a second term on April 9, 2000. According to the
Georgian Constitution, the President serves a five-year term.

17 b Baev, “Russia Refocuses its Politics in the Southern Caucasus,” Caspian Studies Program's
Working Paper Series, Cambridge, 2001.

18 A. Gegeshidze, “The New Silk Road: issues and perspectives;” Marco Polo Magazineno. 4-5,
1999.
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launching of the EU-led TRACECA® regional program and the Caspian pipeline
projects. Since, in forthcoming decades, the Caspian Basin will play anincreasing
role in providing an uninterrupted supply of oil and gas to international markets,
Georgia as a key transit country will remain a major player in East-West trade
relations, including Caspian pipeline politics. Even more so, if and when the con-
flicts in Abkhazia and Nagorno-Karabakh are settled, Georgia will emerge as a
transport hub for North-South trade as well.

Diffusing Democracy into Eurasiail and natural gas development and re-
lated pipeline activity in the Caspian region, including the Caucasus and Central
Asia, cannot be isolated from politics. Much is at stake, and both Russia and the
West recognize that. It is a struggle for influence, for political linkage, and it is
taking place in Russia’'s back yard. Like the Balkans, the Middle East, South and
Southeast Asia, the region of the Caucasus and Central Asiais a proving ground
where the tools and models of settling conflicts, building democratic institutions,
creating market economies, as well as breaking old stereotypes and establishing
new values are being tested. The pattern of the new world order that is still tak-
ing shape largely depends on the developments in these increasingly important
areas. The political debate surrounding the Caspian pipeline is afagcade of amuch
broader and longer-term strategy. Pipeline projects, acting as an icebreaker, bring
into the Caspian Basin investment, new business ethics, Western interest and, ul-
timately, help consolidate liberal values. This will increasingly gain importance
as new challenges of globalization, including international terrorism, emerge. De-
spite some blemishes, Georgia has so far proven to be the nation that is most
susceptible to democratic change in the region. An improved record would allow
Georgia as a role model country to significantly contribute to diffusing democ-
racy further to the East. As the region of the South Caucasus and Central Asia
will need unchallenged peace and stability far beyond the era of fossil fuels, the
new “corridor of values’ would work for that future.

The significance of most of these factors will vary over time, depending on
Georgia's success in exploiting the resources that are available both domestically
and internationally. The synergy of these factors will allow Georgiato make use of
its unique place, akind of niche, in the emerging system of security and stability
in Europe and Eurasia.

A Need for New Vision

In case Georgia fails to succeed in dealing with democratic reforms, it will lose
much of the support it now enjoys from the international community. This will
result in, among other things, a considerable reduction of international efforts to
solve conflictsin Abkhazia and South Ossetia, adecrease in international financial

19 An acronym for Transport Corridor Europe-Caucasus-Asia
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and technical assistance and, eventually, loss of the importance of the role that the
international community has assigned to it in the region.

Georgia needs a comprehensive strategy, a new agenda, which would allow
it to transform itself into a stable democracy with guaranteed sovereignty and a
strong economy. Much of the homework is to be done by Georgians themselves?;
however, the international community, and the U.S. in particular, should come
up with their part of the new agenda as a major contributor to Georgia's future
success. The new agenda should be based on the recognition that there is time,
although it is very limited, and resources of political will to utilize existing com-
petitive advantages that the country still possesses. In 2005, Georgia will lose via
constitutional mandate one of its major assets—the high international profile of its
president. An ongoing power struggle for domination beyond the era of the She-
vardnadze presidency, coupled with an increasing number of unattained national
goals, will confuse both the Georgian people and the world at large while they are
trying to understand the direction that Georgia istaking and the roles it intends to
play. More importantly, against the backdrop of current political change, it is not
yet clear who will be in charge of defining and designing anew vision for Georgia
and how relevant that vision will be to the country’s long-term national interests.

Georgia aready needs a new vision of how it will respond to existing and
future challengesin an ever-changing world. Therestoration of territoria integrity
and the elimination of corruption, as well as the consolidation of the Western
orientation of foreign policy, are absolutely necessary to keep that vision strong.
The U.S. and European powers should better coordinate their policies to draw very
clear “red lines’ for those both outside and inside Georgia who do not wish to see
asovereign and territorially integrated Georgiawith afree and transparent society.
These forces are easily identifiable, as are those who best serve Georgia's national
interests. Thereisevery likelihood that Georgiawill succeed if constructive forces,
both inside and outside the country, work in concert to make difference. Georgia
deserves this chance.

2 Until recently, Georgian authorities failed to develop concept papers arguing a vision of Geor-
gia's future development, strategy, and political orientation. In October 2000, the Ministry of
Foreign Affairs prepared a document entitled “Georgia and the world: a vision and strategy
for the future” Although this document has been approved by the Georgian National Security
Council, it is very general and does not anticipate future changes that might take place both in
Georgian and world politics.
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