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Foreword

Violent conflict is possible wherever there is an unresolved issue between two or
more antagonists who have the means with which to fight, but what brings the
conflict to the point of violence is one or more of a wide variety of different
factors. Each conflict has its own dynamic, its unique history and actors. Yet
within this picture of complexity there are some common issues. No conflict is
exactly like any other, yet no conflict is wholly unique.

The link between economic factors and conflict is one such issue. In recent
years, the difficulties of securing a stable peace if economic performance does not
recover and if the business sector is weak has come under increasing scrutiny, as
have the ways in which other economic drivers can sustain conflict. Yet economic
factors have received relatively little attention from those involved in trying to
resolve the conflicts of the South Caucasus region. Furthermore, the perspectives
of those living with and affected by these conflicts are seldom heard.

This volume is welcome because it seeks to redress both these gaps. Its
chapters are written by researchers from, Abkhazia, Armenia, Azerbaijan,
Georgia, Nagorno-Karabakh, South Ossetia and Turkey. They form the
Economy and Conflict Research Group of the South Caucasus (ECRG),
originally convened by International Alert as part of a broader programme of
work aimed at promoting a positive relationship between business and
peacebuilding. The voices in this volume are from the region, and explore the
ways in which economics and conflict are interlinked. The overriding message
from the authors is that understanding these links is essential if there is to be a
successful process of long-term peacebuilding in the region, moving beyond the
current stasis of frozen conflicts. This is a message that is equally important to
politicians, policymakers, businesspeople and NGO workers.

Events that have unfolded since the chapters that make up this book were
written illustrate the fluid nature of conflict and the difficulties facing researchers
working in a conflict environment. The recent change of administration in
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Adjaria and the closure of the Ergneti market in South Ossetia occurred after the
completion of this book. These developments reflect the dynamic nature of the
administration that came to power in Georgia under President Saakashvili in the
wake of the ‘Rose Revolution’ in November 2003. This dynamism is a new
factor in regional politics, causing people in the region and international
observers alike to ask whether a similar approach will be taken to end the
secessionism of South Ossetia and Abkhazia. Similarly, the newly emerging
Neighbourhood Policy of the EU could have an important impact on the South
Caucasus, having the potential over time to increase EU influence in the region.

As the context changes, so the analysis of conflict and its likely trajectory has
to be modified, especially when the change is dramatic and major new factors
enter the regional political equation. Underlying these changes and the
uncertainties they induce, however, there are some long-lasting features.

Whatever happens in the short term, we can be sure that the nature of the
links between the economy of the region and its conflicts will be an important
determining factor. There cannot be a sustainable peace without economic
opportunity for the region’s people, and that requires a sustainable strategy for
economic development that involves a thriving business sector operating within
a legal framework that meets international norms and results from democratic
decision-making. Both local and foreign businesses have a role to play, and both
have an interest in doing so. These findings are not subject to alteration by the
impact of recent events.

This volume of papers by local researchers offers important insights into the
interlinkages between business and the economy on the one hand, and the
prospects for peace or conflict escalation on the other. It is an important read for
anyone interested in finding solutions to the protracted conflicts that continue to
impoverish the people of the South Caucasus.
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Secretary General
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Introduction

PHIL CHAMPAIN

At the time of writing, Ilham Aliyev is in his tenth month as president of
Azerbaijan following the death of his father, Heidar Aliyev. Mikhail Saakashvili
is in his seventh month as president of Georgia following the bloodless ‘Rose
Revolution’ that ousted Eduard Shevardnadze from 30 years of rule. Of the
leaders of the three countries that constitute the South Caucasus region, only
President Robert Kocharian of Armenia can boast experience of high office.
Winds of change are blowing, though it is not yet clear if they will thaw the
frozen conflicts that have plagued the region for the last decade, or,
alternatively, cool the diplomatic climate by another degree or two.

It has been more than a decade since the collapse of the Soviet Union and the
transition process it triggered in the South Caucasus. People in the region have
suffered war and/or civil war for nearly half this short period of independence,
patronage politics is still on the rise, and poverty is all-pervasive, particularly
outside the urban centres. Despite high expectations of the continuing investment
in oil and gas, the region is struggling to attract foreign investment and take its
place as a serious player in the global economy.

But there are signs of change too. A new generation of Georgian leadership has
asserted its commitment to fight corruption. Oil threatens stability in Azerbaijan
through possible negative ‘petro-state’ impacts, but it can al