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PREFACE

THE CIVILITAS FOUNDATION ARMENIA IN 2010

This Report was launched three
years ago to fill a gap — the missing
Armenian perspective to the body
of analysis about Armenia and the
region offered by the international
community.

These end-of-year reflections are intended to help
grasp past policies and events, and serve as tools to

shape the future.

2010 marked the culmination of nearly two decades
of Armenia’s independence. Perhaps for that

reason, given independent Armenia’s level of social,
economic and political development, the reactions

and assessments in this report are more severe.

The year 2011 will mark the beginning of the third
decade of independent statehood. This will compel
us to examine the causes for what most indexes and
ratings consider inadequate external economic and
political competitiveness and insufficient internal

social and democratic transformation.

Successive governments have offered neither
credible big-picture visions nor genuine short-term
implementable solutions in response to citizens’
visible and understandable dissatisfaction. Nor
have the drivers of civil society — media and non-
governmental organizations -- demonstrated the
readiness, judjment and wisdom to ask and debate

the profound questions.

These are some of the urgent questions to be asked:

e What are Armenia’s necessary security

requirements?

e How to revamp Armenia’s domestic
political system to make it healthy and

inclusive?

e What should the educational system
offer in order to nurture identity and
also transform a small nation into a

competitive global participant?

e What is the acceptable tradeoff between
individual liberties and the collective

good?

e How far is Armenian society willing to go

to protect the most vulnerable?

e How to wisely and genuinely disentangle

politics from business interests?

e How to introduce liberal, open,
government supports for deep,
sustainable, broad-reaching economic

growth?

e What price is Armenia willing to pay to
protect the environment, for healthy,

ecological and economic benefit?

e How to enable true publicly accessible

quality health care?

e How to instill trust and hope in the

justice system?

e How to secure the integrity of soldiers
as individuals and the armed forces as an

institution?

e How to achieve essential Armenia-

Diaspora cooperation?

In each of the significant areas of people’s daily lives,
what should be the policy objectives? The answer
should be the affirmation found in the Armenian
Constitution: to turn Armenia into a sovereign,

democratic, social state governed by rule of law.

Anniversaries offer the benefit of hindsight and at
the same time, inevitably intensify expectations.

Armenia’s 20th year to come will be no exception.
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ARMENIA: A YEAR OF UNCERTAINTY

This publication is intended to be
an annual overview of the politi-

cal and economic situation in Ar-
menia, as well as those global and
regional developments that affect

this country and the region.

We had described 2009 as the year
of promise and reality. It was a year
that promised far more than it
delivered as borne out by regional,

domestic and political realities.

In Armenia in 2010, glaring catastrophes or evident
achievements were absent even as the economic
and political troubles continued to take a real toll.
That this sort of standstill was itself an obstacle to
economic and political progress became obvious

given the steps that were not taken.

In 2010, the region’s internal uncertainties were
compounded by global uncertainties vis-a-vis

the region. Whether as a result of the US-Russia
resetting of the previous year, or a series of choices
forcibly or voluntarily made, the inclusion of the
Caucasus in the Russian sphere of influence became

more pronounced.

There was no improvement in Armenia’s relations
with its eastern and western neighbors. When
Armenia-Turkey protocols were frozen, so were
official Ankara-Yerevan relations. This ended up
disappointing the optimists, baffling the mediators

and vindicating the critics.

As for the Karabakh negotiation process, in 2010, it
entered a phase of uncertainty, unpredictability and

danger.

Internally, Armenian society saw a growing tension
between personal freedoms taken for granted, and
an expectation of greater civic freedoms. The result
was a growing number of home-grown citizen
initiatives in an otherwise politically unremarkable
year. The middle class searched for prosperity

and well-being in an economically and politically
unpredictable and non-transparent environment.
As aresult, instead of middle class contentment
nurturing a country of optimists, middle class

discontent fed a growing legion of pessimists.

This was further aggravated by a recognition that
institutions both in the economic and public sphere
— from schools to police to tax collectors — appeared
to be structurally unchanging, and therefore
perhaps unchangeable. Both the international
community and the country’s own citizens began to
view this not as a very long wave of uncertainty, but

a permanent state of capitulation.

Economically, the government utilized all available
fiscal and monetary options to dig its way out of
the economic crisis. It succeeded to the extent

that it prevented financial circumstances from
deteriorating further. But in 2010, the government
could not or would not tackle politically sensitive
reforms. As a consequence, the lack of diversity

and competitiveness, as well as interdependence of
businessmen and government officials remained the

fundamental impediments to economic growth.

Indeed, in 2010, there were fundamental structural
impediments to growth all around — politically,
economically and socially. So, the year ended as it

began — with personal and national uncertainty.
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A REGION IN STALEMATE

Neither the ‘reset’ in the US-Russia
relationship nor the policy of Zero
Problems with Neighbors in Turkey
transformed the environment for
Armenia or the South Caucasus.
Abkhazia and South Ossetia re-
mained a source of tension between
Georgia and Russia, the Nagorno
Karabakh resolution process did
not move even a small step forward,
and the Turkey-Armenia border

remained closed.

For Russia, 2010 meant a consolidation of its
position in the entire former Soviet space, not just

the South Caucasus.

With the victory of the acceptable-to-Russia Viktor
Yanukovych in the presidential elections in Ukraine,
the forced resignation of Kyrgyzstan’s Kurmanbek
Bakiyev from the presidency and his departure from
the country, and its contemptuous posture toward
Georgia’s Mikheil Saakashvili, Russia demonstrated
that the Color Revolutions favored by the West had
failed.

In the South Caucasus, too, Russia took on a more
confident and assertive presence. With Thbilisi,
Russia simply took a wait-and-see approach until
the next Georgian elections. But it was different

with Armenia and Azerbaijan.

In Armenia, the Russian presence was accentuated
by the Kremlin extending the presence of a Russian
military base in Gyumri from 25 to 49 years.
Russia had also signed 49-year basing agreements
with Abkhazia in February and South Ossetia in
April. In addition, the Russian role in Armenia’s
economic and regional agenda was expanded. The
two presidents met nine times during the year — an
unprecedented frequency and one that left its mark,
both practically - in the domestic sphere as well -
and symbolically.

Azerbaijan, too, tilted ever-more northward.
There was a dramatic increase in the volume of gas
sales by Azerbaijan to Russia, and prospects for
the construction of the European Union-favored

Nabucco pipeline appeared less hopeful.

Turkey-Russia relations improved. When Russian
President Dmitry Medvedev visited Ankara in
May, numerous agreements were signed, including

the elimination of the visa regime between the two
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countries. Russia and Turkey have also drafted an
intergovernmental agreement for the projected oil
pipeline that is to cross from the northern Turkish
city of Samsun, near the Black Sea, to the southern
port of Ceyhan. This structure will enable Moscow
to supply the oil pipeline with 25 million tons

of crude oil per year, and up to three times that

amount in the future.

In Armenia, the Russian presence was
accentuated by the Kremlin extending
the presence of a Russian military
base in Gyumri from 25 to 49 years

For Turkey, 2010 was a year that saw its

increased engagement in the region and beyond,

in accordance with its aspiration to the role of
regional power. Turkey’s return to the Near and
Middle East, which many have described as Neo-
Ottomanism, recalling Turkey’s multicultural and
imperial past, was heralded as an attempt to fix old
mistakes in the region. On the one hand, Turkey
was able to achieve a qualitatively new level of
relations with immediate neighbors and former
adversaries Greece, Syria, Iraq, and Iran; on the
other hand, Turkey did not manage to straighten
out the three main political challenges facing it — in
Cyprus, in its own eastern and southeastern regions

with the Kurdish population, and with Armenia.

The absence of success in these three critical areas
undermined its policy of “Zero Problems with
Neighbors.” Moreover, although Turkey is perceived
most favorably in the Arab world, due to its very
vocal and public condemnation of Israel’s treatment
of Palestinians, Ankara’s role in the resolution of the
most entrenched problem of the Middle East, the

Palestinian-Israeli conflict, decreased significantly.
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Even as Turkey removed Armenia, Iran and Syria
from its official list of countries viewed as threats, it
added Israel to the list, thus further fueling the year’s
question — Was Turkey tilting from West to East?

Despite its new assertiveness in the Middle East,
Turkey’s pronouncements indicated that it remains
committed to its decades-old goal of achieving full
European Union membership. In fact, it rejected
proposals made earlier this year by France and
Germany for a Privileged Partnership with the EU,
something less than full membership. Nevertheless,
by year’s end, the repeated delays in the process had
hit a new low. For the first time, no new negotiating
chapters had been opened during an entire six
month EU presidency period due to lack of progress

on other matters.

Apprehensive and resentful at the prospect of being
sacrificed on the “reset” altar, Georgia sought to
further strengthen its established cooperation with
Turkey, and to take its relations with Iran to a new

level.

The acute tensions in Georgian-Russian
relations resulting from the August 2008 war,
the subsequent formal recognition by Moscow
of Abkhazia and South Ossetia as independent
sovereign states, and Georgia’s severing of
diplomatic relations in retaliation persisted

in 2010. Georgia continued to block Russia’s
application for membership of the World
Trade Organization; repeatedly reaffirmed its
determination to join NATO and the European
Union, and its right to re-arm (despite US

reluctance to supply the desired weaponry.)

Further, it embarked on a new strategy of seeking to
drive a wedge between Moscow and the population
of the North Caucasus. The Georgian authorities

began Internet television broadcasting in Russian to
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the North Caucasus with the stated aim of providing
an alternative source of news about developments

in the region. Georgia hosted academic conferences
in Thilisi on the killings and expulsions of the
Circassians from their homeland by Tsarist Russian
forces in 1864. Thilisi further antagonized Moscow
by unilaterally exempting residents of the North
Caucasus republics from the need to acquire entry
visas for visits to Georgia of up to 90 days. In the
wake of that decision, Chechen Republic head
Ramzan Kadyrov joined the chorus of Russian
officials accusing Georgia of providing covert support

for the North Caucasus Islamic insurgency.

In late November, the Georgian parliament began
preparing for an international media campaign
arguing that Russia does not have the “moral
right” to host the 2014 Winter Olympics so near
the site of killings in Abkhazia — even though in
2007 President Saakashvili hailed the Olympic
Committee’s choice of Sochi as the venue for the

2014 winter games.

Saakashvili himself; as well as senior Georgian officials,
repeatedly professed their readiness to embark at

any time on talks without preconditions on those
issues that constitute the fundamentals of bilateral
relations, namely the withdrawal of Russian forces
from Abkhazia and South Ossetia and the restoration
of Georgias territorial integrity. The Kremlin ruled out
any relations with Thbilisi so long as Mikheil Saakashvili
is in power in Georgia. Prime Minister Vladimir Putin
has, on several occasions, received members of the

Georgian opposition in Moscow.

After remaining closed for several years because

of “renovations,” the Georgian-Russian border
checkpoint at Kazbegi-Upper Lars was opened mid-
year — not without mediation by Armenians, who
after all, are as dependent on that access to Russia, as

are the Georgians. The crossing is for freight trafhic
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only. Earlier in the year, the first direct flight since
the August 2008 War between Moscow and Tbilisi

was reinstated.

Turkey did not manage to straighten
out the three main political
challenges facing it — in Cyprus, in
its own eastern and southeastern
regions with the Kurdish population,

and with Armenia

Meanwhile, tensions have arisen in Russia’s relations
with Abkhazia and South Ossetia. The Abkhaz
leadership is under pressure from Moscow to

agree to restore property belonging to persons

who fled Abkhazia during the 1992-1993 war and
subsequently acquired Russian citizenship; the
Abkhaz opposition is resisting such concessions.

In South Ossetia, Moscow is seeking to put a stop
to the ongoing embezzlement of billions of rubles

Russia allocated for post-conflict reconstruction.

Georgia’s relations with Azerbaijan and Turkey (its
biggest trade partner, with bilateral annual trade
totaling around $1 billion) are ruled by economic
pragmatism, as reflected in the resumption in May
of construction work on the Baku-Tbilisi-Kars

rail link (suspended in December 2009) and the
trilateral agreements signed between Georgia,
Azerbaijan and Romania in April and September on
the transport of Azerbaijani natural gas to Europe.
Turkish economic presence in the Adjarian region

of Georgia continues to grow.

Georgia also launched an overture to Iran in May, just
weeks after President Saakashvili felt the US snubbed
him by not scheduling a one-on-one meeting between

him and President Barack Obama on the sidelines
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of the nuclear security summit in Washington. From
the outset, Georgian officials argued that the desire

for closer ties with Tehran should not be construed as
detracting from, or directed against, Georgia’s strategic
alliance with Washington, given that the primary
focus is economic cooperation and trade. A bilateral
agreement was signed in November on visa-free travel,
the opening of an Iranian consulate in Batumi, and the

start of direct flights between Thbilisi and Tehran.

Azerbaijan, encouraged by the freezing of the Turkish
rapprochement process with Armenia, appeared
increasingly to prioritize cooperation with Turkey and

Iran over its strained relations with Washington.

Apprebensive and resentful at the
prospect of being sacrificed on the
“reset” altar, Georgia songht to
further strengthen its established
cooperation with Turkey, and to take

its relations with Iran to a new level

Within days of the suspension of the protocol
process, the Turkish prime minister and foreign
minister publicly reaffirmed Turkey’s obligations
under the 1921 Treaty of Kars to protect
Azerbaijan’s Nakhichevan Autonomous Republic

from “threats” posed by Armenia.

Turkey and Azerbaijan finally signed a long-awaited
agreement paving the way for negotiations on the
export via Turkey to Europe of gas from the second
stage (provisionally scheduled for 2016-2017) of
exploitation of Azerbaijan’s Shah Deniz field.

During a visit to Baku in mid-August, Turkish
President Abdullah Giil and Azerbaijani President

ITham Aliyev signed a declaration on strategic
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partnership and mutual assistance. One month later,
Aliyev visited Ankara where he and Turkish Prime
Minister Recep Tayyip Erdogan agreed on the
formation of a Council for Strategic Partnership.

In November, the Azerbaijani government signed
an agreement with a Turkish company on the joint

production of 107mm and 122mm rockets.

However, Azerbaijan has not reciprocated the
unilateral abolition by Ankara last year of the

visa requirement for Azerbaijanis wishing to visit
Turkey nor Iran’s lifting of the visa requirement for

Azerbaijanis visiting Iran for up to two weeks.

Azerbaijan does not technically have a strategic
alliance with Russia, such as the one that exists
between Russia and Armenia, nevertheless
Azerbaijani-Russian relations continued to maximize
the existing potential for mutually beneficial
cooperation. Russian President Medvedev visited
Baku in September, signing an agreement on the
formal delimitation of the border between the two
countries that some analysts claim is detrimental

to their republic’s interests. Also signed during
Medvedev’s visit was a further agreement — the third
in one year — on purchases by Russia’s Gazprom of
Azerbaijani natural gas. The volume of sales thus
rose from 500 million cubic meters annually in 2009
to one billion cubic meters in 2010 and two billion
in 2011, with no ceiling set for further purchases.

In addition, there have been recurring rumors, not
denied by either side, about the sale to Azerbaijan of

the Russian S-300 air-defense system.

The course of Azerbaijani-Iranian relations reflects
Washington’s dwindling influence on Baku on

the one hand, and the potential advantages for
Azerbaijan of capitalizing on increasingly close
Turkish-Iranian ties, on the other. While Azerbaijan
is bound by the UN General Assembly’s Resolution

1929, it is apparently reluctant to compromise
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commercial ties with Iran by complying with the
additional sanctions on Iran imposed by the US and

the European Union.

Azerbaijani officials blamed Iran for flooding caused
by problems with a dam at their border. Iran reacted
to several incidents involving the destruction or
near-destruction of mosques in Azerbaijan. One
was torn down following a ruling issued by a Baku
Economic Court. In the case of another, the State
Oil Company of Azerbaijan said the destruction
was necessary for technical reasons. But in May,
Iran’s religious leadership threatened to issue a an

appropriate fatwa if the destruction did not end.

Iran continued to remain involved in regional
processes, despite the international policy of
economically isolating the Islamic Republic.

In late November, plans were announced for a
summit of the Iranian, Turkish and Azerbaijani
foreign ministers in Tehran, to discuss trilateral
cooperation, including the possible creation of
an economic zone on the borders of Turkey, Iran
and Nakhichevan. Iranian President Mahmoud
Ahmadinejad had earlier held a trilateral meeting
with Turkey’s Prime Minister and Brazil’s President
Lula da Silva in Tehran.

Tehran has also been able to maintain good relations
with its immediate neighbors, Afghanistan and Iraqg,

and has influenced internal developments there.

As for Iranian-Russian relations, it appears that
Washington has succeeded in securing a more
neutral Russian position towards Iran, perhaps in
return for an acceptance of the enhanced Russian
role in the Caucasus. Moscow went along with the
new international sanctions and constraints against
Iran in the summer of 2010, and at the same time
reversed its previous decision to sell Iran several

S$-300 missile systems. But it did not do a complete
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U-turn. It did stay and complete the construction of

Iran’s Bushehr nuclear plant.

ARMENIA - IRAN

Armenia and Iran enjoy healthy political relations.
Although within international organizations

Iran votes favoring Azerbaijan’s position on the
Karabakh conflict, in the bilateral and regional
context, Iran has succeeded in remaining

balanced and neutral regarding both Armenia and
Azerbaijan. In turn, despite international political
and economic pressures, Armenia has resisted steps
which Iran would perceive as going counter to its
national interest. Such reciprocal consideration, in
what is otherwise an uncertain environment, has
placed the bilateral political agenda on firm ground
and made prospects for maintaining and growing

economic relations possible.

The course of Azerbaijani-Iranian
relations reflects Washington’s
dwindling influence on Bakun on
the one hand, and the potential
adpantages for Azerbaijan of
capitalizing on increasingly close

Turkish-Iranian ties, on the other

In recent years, Iran and Armenia completed two
significant energy projects together as part of a gas-
for-electricity deal: the Iran-Armenia gas pipeline
was completed in 2007, and 220 kW high voltage
electricity lines were constructed. This year, the
energy ministers of the two countries met at the
Hrazdan Thermal Power Station, about 50 km (31
miles) north of Yerevan, where they participated in

the official groundbreaking for a third high voltage
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line, this one with a 400 kW capacity, to extend 275
km (170 miles) from the power station south towards
the Iran-Armenia border, to deliver electricity

generated from Iranian gas.

During the same meeting, the two ministers signed

a document on another project, long anticipated —
construction of two hydropower stations on the Arax
River. The agreement stipulates that the $323 million
project will be fundamentally financed and operated
by Iran, 793 million kWh of energy transported to
Iran annually, and the stations transferred to Armenia’s
ownership 15 years later. Construction is expected to

commence in 2011 and take five years to complete.

In recent years, Iran and Armenia
completed two significant energy
projects together as part of a gas-for-
electricity deal: the Iran-Armenia
gas pipeline was completed in 2007,
and 220 W high voltage electricity

lines were constructed

Other projects on the drawing board are
continuously delayed. Chief among them is an
Armenia-Iran rail line, expected to stretch 313 km
(200 miles) across several mountain ranges, and
could cost as much as $4 billion. The dilemma
with the construction of such infrastructure is that
neither Iran-Armenia nor Iran-Armenia-Georgia
freight transport would offer sufficient economic
incentives to justify such expenditure. For that
reason, no international entity has been willing to
make this level of investment. The rail line would
make economic sense if the Azerbaijan and Turkey
blockade of Armenia were to be lifted, but in

that case, the urgency would disappear, since the
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Yerevan-Nakhichevan-Julfa-Tabriz line would be

usable.

Plans to build an oil refinery on the border have
been shelved, again for economic reasons, according
to high-level government officials on both sides.
The other project for which there are no concrete
plans is the oft-mentioned Iran-Armenia pipeline
and storage terminal for refined oil, despite an
announcement by Armenia’s Prime Minister

Tigran Sargsyan, during a fall trip to Tehran, that

construction would begin soon.

Clearly, the momentum that initially existed in Iranian-
Armenian economic relations has not been sustained.
The reasons include post-election instability in both
countries, the disinterest of international organizations
in a north-south energy or transportation corridor, and
sanctions and limitations imposed on Iran. As a result,
some programs have simply remained at the level of

good intentions.

This is evidenced in the low volume of bilateral
trade — $200 million, annually — which is
approximately equal to the trade between

Armenia and Turkey, which takes place without
open borders, across Georgian territory. The one
significant positive change is a noticeable increase
in the number of Iranian tourists visiting Armenia —

estimates are 80,000 this year.

There are occasional problems in Armenian-Iranian
relations, such as the Iranian denunciation of the
visit to Armenia by Nobel Prize winner, attorney
and human rights activist Shireen Ebadi, within
the framework of the International Federation for
Human Rights conference in Yerevan in April. The
Armenian authorities, who did nothing to obstruct
her visit, were themselves dissatisfied when she
vocally and visibly supported the demands of the

Armenian opposition.
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This resulted in the postponement of a few high-
level Iran-Armenia visits. Nevertheless, during the
year, Armenia’s prime minister, as well as the defense
and foreign ministers, visited Tehran. Conversely,
Iran’s foreign and energy ministers visited Armenia,

as did the president of Iran’s Parliament.

ARMENIA-GEORGIA

Armenia and Georgia have very different, often
conflicting, foreign policy priorities, and these
seriously weaken bilateral relations between them.
These differences are not always articulated nor
addressed at high-level meetings, yet often they
do determine the nature, depth and scope of
Armenian-Georgian dealings. As evidence, the
two countries do not focus on transforming their
relations to a strategic one, or liberalizing their
customs regime, or simplifying border crossing
procedures, or undertaking any one of a myriad
other possibilities to benefit from what would

appear to be a natural alliance.

The areas of divergence that prevent such a strategic
association are Georgia’s active pursuit of NATO
membership, Armenia’s alliance with Russia

with whom Georgia has no diplomatic relations,
and Georgia’s economic and political ties with
Azerbaijan and Turkey with whom Armenia has no
relations. In addition, Armenia and Georgia are at
opposite ends of the spectrum on the right of self-
determination: Georgia has two secessionist regions
and is therefore not a supporter of the principle of
self-determination. Armenia supports the right of
Nagorno Karabakh to self-determination. Finally,
Georgia’s policies regarding its Armenian minority
are troublesome for Armenia. Yet, Armenia is
disproportionately dependent on Georgia and
therefore must take into account these differences,

even as it searches for a peaceful, stable relationship.
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Following the hot war with Russia, Georgia had few
foreign policy direction options. The Russian threat,
or Georgia’s perception of it, moved it towards

the West. Until 2005, Russia was Georgia’s largest
trading partner. Today, Turkey occupies that place

with Azerbaijan coming in second at $486 million.

Armenia and Georgia have very
different, often conflicting, foreign
policy priorities, and these seriously
weaken bilateral relations between

them

Such economic linkages, and especially in the
energy sector, explain Georgia’s pro-Azerbaijani
leanings in international organizations. Add to
that the fact that Armenia votes against Georgian
proposed resolutions on Abkhazia and South
Ossetia. In September, at the UN General Assembly,
Armenia along with 16 other countries, including
Russia, voted against the right of displaced persons
to return to their homes in Abkhazia and South
Ossetia. The Georgian Ministry of Foreign Affairs
expressed disappointment with the vote, but added
that this should not cause a break in relations

between Tbilisi and Yerevan.

Another potential stumbling block in Armenia-
Georgia relations is the continuing process of
border delimitation. It is not a cause of bilateral
problems, but a symptom of the non-urgency of the

relationship.

Perhaps the greatest point of tension on the

strictly bilateral agenda is the situation of Georgia’s
Armenian minority and their perceived treatment.
More than 90,000 Armenians live in Thbilisi, yet the

number of Armenian schools is steadily decreasing.
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Armenians claim this is an overt attempt to weaken
ethnic identity and belonging. Georgians respond
that Armenians increasingly send their children

to Russian or Georgian schools, and therefore
enrollment in Armenian schools is dropping. The
government says the purpose is integration, the
Armenian minority accuses the government of open

efforts at forced assimilation.

Georgia has two secessionist regions
and is therefore not a supporter of
the principle of self-determination.

Armenia supports the right of
Nagorno Karabakh to self-

determination

The other expression of these same tensions is the
status of the Armenian Church in Georgia. In
contrast to Armenia, where there are over 60 legally
recognized and registered religious organizations,
the only religious organization that enjoys legal
recognition and the right to be registered in
Georgia is the Georgian Orthodox Church. The
Armenian Church in Georgia, which has existed
and continuously functioned there for centuries,
may only be registered as a non-governmental
organization, which is also true of other Christian
churches, denominations, as well as the Jewish

and Muslim communities. Religious minorities

in Georgia find this unacceptable for a number of
reasons, among them the limited rights accorded to
non-governmental organizations, the difference in
status and standing before Georgian civil and judicial
authorities, the vast differences in tax legislation
and charitable regulations, and the basic desire to be

treated equally and without discrimination.
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In both cases, the source of the conflict is in the
very different perceptions of history and identity.
Georgia’s leadership is increasingly articulating its
vision for a unitary Georgia, a nation-state, made
up of Georgians. Armenians, who have lived in
Thbilisi and Javakheti for centuries, believe they
belong there, and therein lies the source of the
strain. In addition, the Georgian government’s loud
proclamations of Western orientation and values
make it easy for the Armenian minority to expect

Western treatment.

The frequent visits of high-level officials help
ameliorate the situation. More and more, these
visits — such as Armenian President Serzh Sargsyan’s
in early 2010 — are not just to Thbilisi, but also to
Batumi, on the Adjarian coast. An ever-increasing
number of Armenian tourists also visit Batumi

each summer — numbers exceed 100,000 — and the
value of social and economic interaction of this
magnitude is not lost on the Georgian establishment.
And despite Armenia’s taking a second place to the
Turkey-Azerbaijan tandem for Georgia, Armenia’s
rather neutral role in the Georgia-Russia imbroglio

has also not gone unnoticed.

ARMENIA - TURKEY

Although Turkey-Armenia trade amounted to
approximately $200 million last year, this figure

is not expected to increase significantly so long as
the land border between the two countries remains
closed. In 2010, it was confirmed that Turkey

will keep the border closed for the foreseeable
future after the Turkey-Armenia normalization
process which was made very public in 2008, when
Armenia’s president invited his Turkish counterpart
to Yerevan to watch football together, collapsed.
This ended up disappointing the optimists, baffling

the mediators and vindicating the critics.
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The speed and optimism with which the two

sides initially moved forward were based on two
fundamental miscalculations. The Armenian side
believed that Turkey, which had closed the border
with Armenia to demonstrate solidarity with
Azerbaijan in 1993, when it had lost territories

in the military conflict over Nagorno Karabakh,
could somehow in fact re-open the border without
the progress that Azerbaijan wanted to see on the
Karabakh issue. The Turkish side, too, had made
its own assumptions. They perhaps thought they
could in fact push Azerbaijan to become more
flexible, and sce the benefit of open borders for the
security environment in the region. Moreover, the
Turkish leadership estimated that the Karabakh
process would be moving along sufficiently quickly
and positively so that by the time Turkey and
Armenia had agreed on protocols, there would be
some tangible progress on Karabakh, acceptable

to Azerbaijan, thus freeing Turkey to open the
border.

The calculations were off. The protocols were
suspended and the two sides are engaged in
accusation and counteraccusation. The very public
recriminations and retorts are wildly different,
surprisingly undiplomatic, and their messages

uncertain.

The process came to a standstill on April 22,2010,
not coincidentally precisely one year after the
announcement of a Road Map for the normalization
of relations. The significance of these April dates were
obvious to most and later confirmed by WikiLeaks
cables — Turkey had aggressively used the Turkey-
Armenia protocols, particularly the prospect of their
ratification, to pressure American leaders against

US recognition of the Armenian Genocide, and in
favor of a pro-Azerbaijani settlement of the Nagorno
Karabakh conflict.
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In other words, in 2009, Yerevan and Ankara
announced an outline of a plan for the normalization
of relations just two days before the annual
commemoration of the Armenian Genocide precisely
in order to offer US President Obama a reason to
stand down from his campaign pledge to use the term

‘genocide’ in his remarks about that day.

The speed and optimism with which
the two sides initially moved forward
were based on two fundamental

miscaleulations

Almost immediately after the Road Map
announcement, Turkey’s Prime Minister Erdogan
publicly conditioned, for the first time, the Turkey-
Armenia process to progress on Karabakh. By
October 10, 2009, when the protocols were signed
in Zurich by the two foreign ministers, under the
watchful eyes of the top diplomats of the US, EU,
Russia, France, the Karabakh linkage was an open
secret — repeatedly mentioned by Turkey and
rejected by Armenia. In fact, the problem was so
contentious that the Zurich signing ceremony was
almost derailed, and there was no agreement on
any of the participants making public statements
after the signing, given the diametrically different

position each was likely to take.

Following the signing, the Armenian government
submitted the protocols to the Constitutional Court.
The timing was criticized — too late to influence

the signing and too early to take into consideration
any legislative amendments — but the Court ruled,
nonetheless. The Constitutional Court, in taking
into consideration the concerns and resistance made
public, attempted to minimize the grounds for

objections. In early 2010, the Court ruled that none
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of the provisions of the protocols can in any way
relate to either the historical veracity of the Genocide

or the Karabakh conflict and its resolution.

By October 2009, when the protocols
were signed in Zurich by the two
Jforeign ministers, under the watchful
eyes of the top diplomats of the US,
EU, Russia, France, the Karabakh

linkage was an open secret

Subsequently, President Sargsyan introduced the
protocols to the National Assembly and assured the
world that the Armenian parliament would ratify
them. The Turkish foreign minister announced that
the protocols could be ratified within three days by
his country’s parliament but that it had not done so

because of the unresolved Karabakh question.

Turkey, which had for the last half year, at the
highest levels, insisted that the protocols did in fact
have bearing over those two issues, cited the Court’s
statement and accused Armenia of sabotage. The
Armenian side realized that the Turks would not

or could not open the border, and subsequently

suspended the process in April.

The decree came after President Sargsyan’s meetings
with US President Obama and Turkish Prime
Minister Erdogan in Washington, then with
Russian President Medvedev in Moscow. The
Armenian authorities were finally compelled to
accept that it was no longer possible to continue

presenting the desirable as reality.

Those who had served as godfathers of the protocols
process — the US, Switzerland and other European
states — were pleased that Armenia suspended

the process rather than end it. The Turkish side
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quickly claimed that the cessation of the process
was Armenia’s unilateral decision and attempted to

shape international public opinion.

Furthermore, the Turkish side announced at various
levels that there is ongoing, albeit quiet, diplomacy
between Armenia and Turkey. The intent, as
evidenced by the publication of special instructions
issued by Ankara to its diplomatic representations,
was to convince public opinion internationally that
the bilateral process is not dead, and thus to put
the brakes on the Armenian Genocide recognition
process, yet again. As a result, in the last months of
2010, Armenia was forced to frequently repeat that
there is no quiet diplomacy, no Zurich Round Two,

nor any other new process.

Needless to say, the optimists were disappointed.
Some had hoped that Turkey would be bold enough
to disregard Azerbaijan’s real or perceived threats,
confident that an open region would in the end
benefit Azerbaijan by enabling a peace-minded,
non-zero-sum agreement. Further, the optimists also
clearly counted on the fact that by not including the
terms “genocide” or “Karabakh” in the documents,
and by merely vaguely referring to them, such
circumvention of very divisive and difficult issues

would somehow be possible.

Neither worked. There was disappointment all
around. Turkey confirmed Armenians’ worst fears
when they later dismissed the deliberate vagueness
that had been adopted and openly articulated their

conditions.

The mediators were baffled. They had gotten as far
as Zurich, they witnessed a signing, meetings at
the levels of presidents, and yet, the nuances they
did not understand or wished to ignore came back
to haunt and derail the entire process. They were
further bewildered by the new bitterness that is
visible at the highest levels.
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But the critics were not. Those who had raised

the alarm that the process was unfeasible and the
documents inadequate were vindicated. Fears that
a sloppy process would lead to failure were proven
true. But worse, predictions that bilateral relations
would be even more adversely affected also came
to pass. Those who insisted that trying was better
than not trying, or that trying couldn’t hurt, are
now faced with a pendulum that has shifted from
groundless elation in 2008 to unnecessary hostility
in 2010. The sides have much to explain to their
own publics and the international community, yet
the messages are unclear. As a result, the present

discourse is limited to blame and distrust.

Finally, by suspending the protocols rather than
completely dismissing them, the Armenian side
has created a situation where there is no longer
even slight pressure on Turkey to open the border.
Instead, Turkey has now taken on the right to
become an active negotiator in the Karabakh
process, aggressively pushing for a resolution, in
various forums, while clearly remaining a protector

of Azerbaijani interests.

In the meanwhile, Turkey continues to expend
political and financial capital on denying the
Armenian Genocide and officially challenging or
worse, punishing those who recognize it. In the
spring, the Foreign Affairs Committee of the US
House of Representatives and soon after, the Swedish
parliament, both adopted resolutions recognizing
the Armenian Genocide. Ankara retaliated. US
Secretary of State Hilary Clinton personally appealed
to the Congress not to vote on House Resolution
252. Sweden’s prime minister telephoned his Turkish
colleague and publicly apologized.

On the other hand, within Turkey, there were
several first-ever occurrences in 2010. April 24

was commemorated in a central Istanbul square,
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where scores of Armenians and Turks gathered and
listened to both Armenian and Turkish speakers

remember the genocide of 1915.

Armenia’s Constitutional Court,

in taking into consideration the
concerns and resistance made publi,
attempted to minimize the grounds

for concern

Months later, in September, the Turkish
government finally relented and allowed the re-
consecration of the historic tenth century Holy
Cross Armenian Church on Akhtamar Island in the
eastern Turkish city of Van. What had heretofore
been beautifully restored as a ‘museum, could now
serve as a house of worship for a special annual
religious service. A liturgy was planned, but at the
last minute, ostensibly because this was in the run-
up to local elections and the ruling party did not
want to antagonize conservative voters, permission
was denied to put a cross on the dome. The situation
simply confirmed for many that the process

was a public relations campaign by the Turkish
government, and not a true expression of tolerance.
An equal number protested the easy dismissal of
what is nevertheless a useful, positive step toward
acknowledgement of the historic Armenian

presence in Turkey.

NAGORNO KARABAKH
CONFLICT

If the Karabakh negotiation process in 2010 could
be described in one sentence, it would be that it
entered a phase of uncertainty, unpredictability

and danger.
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The uncertainty is due to a situation where, for
the first time in more than half a decade, there’s no
single document which all parties recognize as the
text that serves as basis for negotiations.

If the Karabakh negotiation
process in 2010 conld be described
in one sentence, it would be that

it entered a phase of uncertainty,

unpredictability and danger

The Madrid Document had evolved over the several
years of the Prague Process and had been deposited
with the OSCE Secretariat in 2008, following its
presentation by the top diplomats of the Minsk
Group co-chair countries at the OSCE Ministerial
Council in Madrid in 2007. The sides recognized
the document as a basis for further negotiations,

albeit each with its own concerns and reservations.

This document remained the negotiating document
after Armenia’s new administration came into

office in April 2008. It was the subject of talks
throughout 2009, when the presidents of Armenia

and Azerbaijan met six times under the aegis of the

OSCE Minsk Group co-chairs.

The presidents’ first meeting of 2010 was in Sochi,
Russia, in January, and like the two meetings
that followed during the year, was held with the

mediation of the Russian President.

For this meeting, the Minsk Group co-chairs, in
accordance with their custom, presented yet another
revision of the former document, modified per
prior discussions. This document, which they called
Madrid Revised, had apparently been so one-sidedly
altered that now it was acceptable to Azerbaijan.

It quickly became evident from public comments
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that Armenia would not accept Madrid Revised,
insisting that it was simply a working draft and that
the only legitimate negotiating document remained
the one submitted in Madrid, in 2007.

In June, at the second meeting of the presidents in
2010, again with President Medvedev as mediator,
this time in Saint Petersburg, the document must
have changed so much that it was reported that
Azerbaijan’s president publicly abandoned Russia’s
northern capital, in dissatisfaction. Azerbaijan
stated that the new document was not legitimate,
since it had been presented by the Russian side
alone, without the presence and consent of the
other co-chairs. Hours later, as a result of one of
the largest military provocations since the May
1994 ceasefire, four Armenian soldiers were killed
when an Azerbaijani unit succeeded in penetrating

Karabakh’s defensive positions.

By the third meeting of the presidents, in Astrakhan
in October, the air was full of publicly traded

accusations and threats. On the ground, the tension
was reflected in the unprecedented level of ceasefire

violations and sniper fire along the line of contact.

If in earlier periods there had been public arguments
about specific aspects of the negotiating document,
now the debate was not over the content of the
document, but about which document should serve
as a basis for future negotiations.

In Astrakhan, the presidents did not answer this
question but signed yet another declaration,
reaffirming the provisions of the November 2008
Meiendorf Declaration. In addition, they put on
paper something they had been doing for years: to
exchange prisoners of war and return the bodies of
the deceased, with the assistance of the co-chairs of
the Minsk Group and the International Committee
of the Red Cross. There was no mention of
Karabakh in the Astrakhan document.
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That uncertainty inevitably compounded political
unpredictability. In the months prior to the
OSCE Summit in Astana in early December,
expectations were high that the presidents of the
Minsk Group co-chair countries would meet
with the presidents of Armenia and Azerbaijan.
Not only did such a meeting not materialize,

but neither did a standard meeting of the two
presidents. The fact that two presidents were in
the same city, for the same summit, and chose not
to use the opportunity to meet to make some,
albeit minor, progress, is an indicator of the great
amount of unpredictability that has become a part
of this process. This is evidenced by the general
absence of respect and diplomatic decorum in

the tone and content of public statements uttered
throughout the year by the leadership or by their

spokesmen.

Finally, this uncertain and unpredictable phase

in the history of the conflict has also become a
dangerous one. The quantity and intensity of
incidents along the line of contact are cause for
serious alarm. According to official statistics, there

are over 30 violations of the ceasefire daily.

In addition, Azerbaijan has significantly increased
its military budget. The allocations for military
expenditures in 2011 will exceed $3 billion, and
comprise nearly 20 percent of the state budget,
surpassing the combined total state budgets of
Armenia and Nagorno Karabakh. That trend will
deepen in the coming years, Azerbaijani oil will
not peak for another four or five years, and it is oil
revenues that are fueling Azerbaijan’s budget, and

perceptions of power.

Turkey’s continued involvement internationally
is also fueling Azerbaijan’s perception of hidden
advantage. Turkey explains its involvement in

pursuing a resolution of the Karabakh conflict,
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because it has said overtly that only such a

resolution will make it possible to open the border.

The pressure is on in all quarters, including the
UN, where Azerbaijan this year again introduced
a resolution on “The Situation in the Occupied
Territories.” Later, they withdrew the resolution

in exchange for a new fact-finding mission to the
territories surrounding Karabakh, as a follow-up to

the one conducted five years ago.

The Madrid Document had evolved
over the several years of the Prague
Process. This document remained
the negotiating document after

Armenias new administration came

into office in April 2008

Yet despite such pressure and continuing
expectations, nothing concrete came of the most
important forum of the year, the OSCE Summit

in Astana. The Political Declaration of the

OSCE'’s highest annual meeting usually includes

a paragraph, agreed on by the sides and the Minsk
Group co-chairs, that reflects the year’s progress.
This year, there was no such language. Instead,
there was a statement by the heads of delegations of
the three co-chair countries, and the presidents of

Armenia and Azerbaijan.

In support of the Minsk Process, there was a
presidential statement made at the G20 Summit in
Canada in June as well, which essentially reaffirmed
the declaration a year earlier by the G8, at LAquila,
Italy. In all three statements, France, the United
States, and Russia reaffirmed the return of territories

surrounding Karabakh, the granting of interim
g 8 g
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status to Karabakh, a final determination of the
status of Nagorno Karabakh via a legally binding
expression of will by its population, the return of

displaced persons and refugees.

If in earlier periods there had been
public arguments abont specific
aspects of the negotiating document,
now the debate was not over the
content of the document, but about
which document should serve as a

basis for future negotiations
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While these discussions continued, the
International Criminal Court in The Hague issued a
verdict on Kosovo’s legal status, which immediately
triggered contradictory responses. Azerbaijan
repeated the international community’s line that

the Kosovo situation is unique and does not apply
to Karabakh. Armenians, on the other hand, stated
that the Kosovo independence process proves

that self-determination is the dominant norm in

international relations.

Karabakh held its fifth parliamentary elections this
year, reinforcing its de-facto sovereignty and electing
33 parliamentarians from three parties. Meanwhile,
the world observed Azerbaijan’s parliamentary
elections as well, where the president’s party again
captured the majority of the seats.

Although visits between Armenian and Azerbaijani
high-level officials are nearly non-existent, 2010 saw
an unusual visit. In April, Karekin II, the Catholicos
of All Armenians, visited Baku for 12 hours, at

the invitation of Sheikh ul-Islam Allahshukur
Pashazadeh, the spiritual leader of the Muslims of
the Caucasus. Although the two had met previously
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a number of times in Moscow and other world
capitals through the mediation of the Patriarch of the
Russian Orthodox Church, this was the first time one
of them hosted the other. The Catholicos and the
Grand Mufti once again confirmed the non-religious
nature of the conflict, the necessity for the Nagorno
Karabakh conflict to be solved only through peaceful
means, rejected the use of force, and encouraged the
continuation of dialogue between the parties. During
his short stay in Baku, the Catholicos had a lengthy

meeting with President Aliyev.

BEYOND THE REGION

Armenia’s engagement with three power centers —
Russia, Europe and the United States — was again
characterized by varied degrees of intensity. Russia
retained a greater role than the other two powers.
The year was also marked by high-level US and
European contacts with Armenian and regional
leaders, as well as a promise of a new level of

integration with the European Union.

Greater assertiveness and activity by Russia resulted

in many high-level meetings, and in some greater
dependency on the part of Armenia on Russia. The
same cannot be said of Armenia’s relations with the
other two power centers. The public face of Armenian-
American relations revolved not around bilateral
issues, but rather on the US interest in pursuing
improved Armenia-Turkey relations. Privately, those
relations continued as they have for nearly two decades
in a delicate dance between support for development
and expectations of improved democratic governance.
Armenian-European relations, far less defined, were
less than satisfying for both sides, with neither side

certain of what the other expects.

In perhaps the year’s most positive development for

the region, Russia and Georgia — after protracted
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talks mediated in part by Armenia — agreed to re-
open the Lars border crossing that after a four-year
closure again provides an overland connection for

freight traffic between Armenia and Russia.

There seemed to be positive impact on Armenia-
Russia trade. Bilateral trade turnover stood at more
than $700 million for the first nine months of 2010

— on track to rebound to $1 billion mark first reached

in 2008 prior to the global economic slowdown.

Throughout the year, high-level Russian-Armenian
dialogue remained intense with Armenia’s president
traveling to Russia eight times and Yerevan hosting
the Russian president in August, in conjunction
with the annual meeting of the Collective Security

Treaty Organization.

It was during this visit that an agreement was signed
to extend the Russian-Armenian military treaty.
Responding to Russia’s request, Armenia agreed to

extend Russian military deployment in Armenia until

2044.

The move appeared to be part of Russia’s efforts to
define its long-term military posture in the former
Soviet south. In prior months, Russia achieved a
similar extension for naval presence in Ukraine and
it formalized its military presence in Abkhazia and

South Ossetia.

While there is believed to be public and political
support in Armenia for Russian military presence

— comprising some 3000 personnel and, more
importantly, combat aircraft and modern surface-to-
air missile batteries — extension of the 1995 treaty

was not without COI’)tI‘OVCl‘Sy.

Concerns focused on two areas. Whereas in the case of
Ukraine, Abkhazia and South Ossetia, Russia offered

financial incentives such as reduced price for natural
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gas and economic aid, no such incentives were evident
in Armenia’s deal, which seemed to have been rushed
by the Russian president’s travel schedule, leaving little

time for domestic discussions in Armenia.

While there is believed to be public
and political support in Armenia
for Russian military presence —
comprising some 3000 personnel
and, more importantly, combat
aircraft and modern surface-to-air
missile batteries — extension of
the 1995 treaty was not withont

controversy

Treaty language was altered to suggest that Russian
forces were now to protect Armenia’s interests

(rather than Russia’s alone) and there were renewed
expectations of transfer of advanced military
technology from Russia to Armenia. But questions
remained about the pace and exact nature of such
transfers as well as the actual role Russian forces would

play should Armenia be the target of aggression.

Critics further noted Russia’s plans to step up
military cooperation with Azerbaijan — the most
likely source of aggression against Armenia —
including reported plans to sell surface-to-air
missile batteries that are more advanced than
the ones deployed in Armenia, and that in
combination with Azerbaijan’s greater aircraft
holdings, would provide it with significant
military advantage over Armenia in the air. This
mid-range anti-air system has fundamentally a
defensive significance and can significantly affect

the balance of forces.
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Russia had previously confirmed selling tanks and
armored vehicles to Azerbaijan in recent years
and Moscow may have also facilitated delivery of
other weapons systems that Azerbaijan purchased
from Belarus and Ukraine. These policies seem to
run counter to Russia’s alliance commitments to

Armenia and stated concerns over regional stability.

President Sargsyan’s visit to
Washington was a consolation prize
of sorts, recognizing both Sargsyan’s
politically controversial ontreach to
Turkey in a US-mediated process
and failure of that process to produce

promised results for Armenia
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Russia’s President Medvedev continued to play a
leading role in bringing Armenian and Azerbaijani
presidents together three times during the year —

within the Minsk Group framework.

Since assuming the presidency, President Sargsyan
held his first meeting with Russia’s Prime Minister

Putin in Moscow since June 2008.

In September, cease-fire violations on the Line of
Contact were of sufficient concern as to be the
subject of talks between the US defense secretary
and the visiting Russian defense minister. Probably
as a result, the following week at the United Nations
in New York, in his first meeting with Azerbaijan’s
President Aliyev, President Obama publicly called

on Azerbaijan abide by the cease-fire.

In a year when Armenia and the United States shared
important foreign policy goals and Armenia complied
readily with America’s direction and encouragement

in urging forward the Armenia-Turkey normalization
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process, Armenian-American relations should have
been at an all-time high. Instead, they appeared to lack

real confidence or certainty.

In April, President Sargsyan met with President
Obama, when the Armenian leader was invited

to a summit on nuclear safety in Washington.
Remarkably, this conference was the reason for the
first visit by an Armenian president to the American

capital in nine years.

President Sargsyan’s visit to Washington was

a consolation prize of sorts, recognizing both
Sargsyan’s politically controversial outreach to
Turkey in a US-mediated process and failure of that

process to produce promised results for Armenia.

Following that visit, President Sargsyan responded
to US requests not to abandon the protocols that
Armenia signed with Turkey in 2009 and declared
the process of normalization suspended until

Turkey renews its interest.

In the meantime, President Obama adjusted his
annual statement on the Armenian Genocide away
from his pre-election promise for the second year in
arow. And the Administration effectively opposed
a congressional Genocide resolution, although it
was passed by the House of Representatives Foreign
Affairs Committee.

In October, US Vice President Joe Biden said in
videotaped off-the-cuff remarks, that President
Sargsyan was ready to trade genocide recognition
for relations with Turkey and was in effect to blame
for President Obama’s position rather than Obama
himself. That claim was quickly denied by President
Sargsyan as well as the US Embassy in Armenia.
With that US position, the little immediate
impetus that Turkey had to pay heed to the process
with Armenia appears to have dissipated, with no

bilateral meetings reported since April.
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In July, Armenia was one of five countries that
Secretary of State Clinton toured in as many

days. The 24-hour visit was largely symbolic with
Clinton visiting the Genocide memorial in what

was announced to be a “private capacity.” It was

also the first visit by an American secretary of state

to Armenia since 1992. Following a meeting with
President Sargsyan, she said she raised the issue of
press freedoms, and welcomed the work done by civil
society in all areas, including fair, free elections, better
access to health care, greater flow of information, and
trying to heal the wounds of history.

The Armenian community of the United States,
often taking foundational credit for the bilateral
relationship, appeared resigned to yet another US
Administration failing to recognize the Genocide
even when US relations with Turkey were at the
lowest point in decades. Armenian activists did
win a congressional allocation expanding US aid

to Karabakh to $10 million a year. Overall, US
programs in Karabakh amounted to more than $35
million since 1998, but an additional $25 million in
congressionally-allocated funds were left unspent.
This approach reflects both Congress’s desire to
satisfy its Armenian constituency by allocating
funds for Karabakh and State Department’s efforts
not to antagonize their Azerbaijani supporters by
not spending the funds.

Politically, with the Republican victory in the
House of Representatives, Armenians lost some key
champions in the Congressional leadership. But
there was also lingering hope that the new majority,
traditionally gung-ho on foreign policy and ready to
ignore concerns of the White House, might become
more assertive on Armenian Genocide vis-a-vis
Turkey, as a way of threatening it for its policies on

Iran and Israel.

On another Genocide “front,” Armenian Americans

launched what promises to be a protracted and
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difhcult legal battle with Turkish commercial interests
in the United States — as heirs to fortunes confiscated
from Ottoman Armenians — with a lawsuit filed in Los
Angeles in July. In November, a Federal Court ruling
reversed a 2009 ruling that Genocide-era insurance
claims in California courts are unconstitutional, paving

the way for additional claims.

The public face of Armenian-
American relations revolved not
around bilateral issues, but rather
on the US interest in pursuing

improved Armenia-Turkey relations

In Washington, the Armenian lobby showcased its
muscle by blocking Matthew J. Bryza as nominee for
US Ambassador to Azerbaijan. Bryza was criticized
for his performance as envoy for Karabakh talks

and his perceived close ties with the Azerbaijani

leadership were questioned.

Armenian lobbyists also renewed efforts to promote
a US-Armenia free trade agreement. From January-
September, bilateral trade measured approximately
$150 million, on track for about a 30 percent
increase over 2009. In both years, an increase in
Armenia’s exports to the US was due to shipments

of aluminum foil.

While in 2010, the volume of US assistance to
Armenia remained near 2009 levels, longer-term
decline continued. The original Millennium
Challenge Account commitment for $235 million
had been reduced to about $175 million due to
Armenia’s poor governance record. Thus, the MCC
would not complete road construction. Instead,
the irrigated agriculture project was headed for
completion with apparently no prospects for
extension beyond 2011.
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With curtailment of MCC funding, the European
Union may thus replace the US as Armenia’s

chief source of foreign aid for the first time since
independence. From 2011 to 2013, the European
Union is expected to advance at least €157.3 million
($208 million) in aid to Armenia.

Brussels, arguably the least imposing of the three
power centers, continues to advance European
engagement with Armenia. In addition to
continuing assistance programs, the European Union
formally launched talks on Association Agreements
with the three Caucasus states in July. Armenia says it
continues to make its engagement with Euro-Atlantic
organizations a priority, yet it appears hesitant in
identifying what it is it wants from the EU, and

especially the new Eastern Partnership.

Politically, with the Republican
victory in the House of
Representatives, Armenians
lost some key champions in the

Democratic leadership
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The Association mechanism promises greater
economic cooperation — via free trade agreements
and visa facilitation — and closer political
association short of membership. Armenia

expects to benefit from the trade allowances while
Europe continues to insist on standardization,
certification, intellectual property rights and public
procurement procedures, as well as pressing for
economic monopolies to be dismantled in order to
allow maximal benefit from new opportunities. It
is uncertain how far the Armenian authorities are

prepared to go to meet these expectations.

Starting in April 2009, Armenia has hosted the
EU Advisory Group, which has been described
as a unique engagement with European advisors
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involved in various facets of the Armenian

government’s decision-making.

The European Parliament passed Resolution 2216

in May, within which the Parliament called for “the
withdrawal of Armenian forces from all occupied
territories of Azerbaijan, accompanied by deployment
of international forces to be organized with respect
of the UN Charter in order to provide the necessary
security guarantees in a period of transition, which
will ensure the security of the population of Nagorno
Karabakh and allow displaced persons to return to
their homes.” Immediate responses by Armenia’s top
leadership, including the president of the National
Assembly and the foreign minister, noted that the
resolution’s language contradicts the European
Parliament’s own resolutions passed since 1998, as

well as the positions of the OSCE and the EU.

In late December, the European Union’s Armenia
Parliamentary Cooperation Committee concluded
its meeting with a document that calls on Armenia’s
leadership to take practical steps to separate business
from politics, and to work towards bringing police
arrest and interrogation practices in line with

European standards.

Trade ties continued to solidify and expand. Bulgaria
emerged as the largest importer of Armenian goods

- $107 million between January-September 2010. As
in years past, Germany, the Netherlands and Belgium
remained Armenia’s key trade partners.

In February, Armenia deployed a peace-keeping
unit to serve with German forces in Afghanistan.
Armenia also continued to participate in NATO’s

Kosovo mission.

2010 also saw Armenian presidential visits to four
main European capitals, with trips to London in
February, Paris in March, Brussels in May when he
met with the European Council President, and Berlin

in June.
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In his meeting with the NATO Secretary General
in May, President Sargsyan called on the alliance to
align its public position on the Karabakh conflict
with that of the OSCE and stop highlighting
territorial integrity without reference to the right to

self-determination.

But in November, when it became clear that

a NATO summit communiqué would remain
unchanged, President Sargsyan, rather than taking
advantage of the opportunity presented by a
summit, took the unprecedented step of canceling
his participation. The ruling party described this
as an “understandable boycott.” But it was unclear
how a boycott would bring Armenians any closer
to promoting understanding by the international

community of Armenia’s position.

OUTLOOK

In 2011, the uncertainty will continue in East-
West relations. The US-Russia resetting will not
lead to significant changes in the Caucasus. The
West and Russia will continue to differ on the
European security architecture, on South Ossetia
and Abkhazia. Russia will continue to deepen its

presence and influence in the Caucasus.

The Russia-Georgia relationship will remain tense.
Georgia will insist on the removal of Russian forces
from Abkhazia and South Osetia on the one hand,
while repeating its readiness to negotiate with
Russia on the other. Moscow will continue to refuse

to negotiate as long as Saakashvili is still president.

Russia-Azerbaijan cooperation will preserve the
momentum of previous years especially in the
energy sector. Moscow will attempt to conduct an
equidistant relationship with Armenia and with
Azerbaijan, although in its public pronouncements

Armenia will still be called the strategic partner.
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In Russia-Turkey relations, the warming will
continue, especialy in the energy sector. The
Moscow-Ankara political ties will be reinforced

if Turkey manages to keep a certain distance from
the US and the EU, and is able to perform as a bold

regional player.

Turkey will continue to pursue its Zero Problems
with Neighbors Policy, however, the credibility

and effectiveness of the policy will diminish so long
as Ankara retains an uncompromising position
regarding Cyprus and Armenia, and towards the
Kurdish issue. New approaches to domestic and
foreign policy are possible only after Turkey holds
parliamentary elections in June, and if the AK Party

retains its single party majority.

Progress in Armenia-Turkey relations is unlikely,
for many reasons, including the upcoming Turkish
elections. Turkey will continue to insist on
linkage between the normalization of relations
and progress in the Karabakh negotiations, at

the same time as it tries to sustain the impression
that the Armenia-Turkey process is still alive, in
order to impede the already diminished drive for

international genocide recognition.

The Karabakh settlement process will remain
uncertain. The sides will continue to argue not on the
contents of a document, but on which document is on
the negotiating table. Azerbaijan, in its bilateral and
multilateral relations, will continue to offer rhetoric on
amilitary “settlement” of the Karabakh conflict.

POLICY OPTIONS

Armenia must maintain its policy of positive
neutrality regarding the Russia-Georgia and Iran

and the West tensions.

Armenia must attempt to do away with the
uncertainties surrounding foreign policy in general,

and the Karabakh and Armenia-Turkey issues in
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particular. In the case of the Karabakh settlement
process, the uncertainty pertains to the negotiating
document. This is a serious threat for Armenians,
and persisting disagreement over the document
can endanger the existence of the concept of self-
determination in the negotiations and in any new

negotiating document.

Armenia must not respond to Azerbaijan’s military
threats with a reciprocal “threat” of its de jure
recognition of Nagorno Karabakh. The de-jure
recognition of Nagorno Karabakh by Armenia must
not be a counter step, rather a conceptual anchor

and outcome.

As Baku relentlessly preaches its version of
Karabakh'’s right to self-determination, that is,
within Azerbaijan’s borders, Armenia must make
clear Karabakh’s self-determination attributes for

the international community.

Notwithstanding the Azerbaijani president’s
admonition to his country’s non-governmental
organizations to not visit Armenia or Karabakh,
Armenia should encourage contact between
journalists, NGOs, artists and other professionals

from Karabakh, Armenia and Azerbaijan.

Uncertainty must be removed from Armenia-Turkey
relations. This “frozen” status, with the border closed,
gives Armenia nothing, while it allows Turkey

to exploit the situation unilaterally both on the
Karabakh conflict and on Genocide recognition.

Given little chance that Turkey will remove the
blockade of Armenia or that Azerbaijan-Armenia
transportation routes will be opened, Armenia must
deepen bilateral ties with its two other neighbors

— Georgia and Iran. Taking into consideration the
recent closeness between the two, Armenia must
endeavor to become the land link connecting the
northern and southern neighbors.

ARMENIA IN 2010

Euro-integration is one of the few unifying foreign
policy directions for Armenia and Georgia. As
cooperation intensifies with the European Union,
Armenia and Georgia must work together. Armenia
and Georgia, with their similar rankings in
democratization, economic liberalization and value
systems, are more attractive together as a market, for

Europe.

China and India’s presence is increasingly felt in
the South Caucasus. Armenia must expend special
effort to reach new levels of bilateral cooperation

with China, the world’s second largest economy.
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UNSTEADY STABILITY

The political year 2010 ended as it
began — by reinforcing the status
quo in domestic life, and substan-
tially diminishing expectations of
change in society. No substantial
steps were taken to tackle the causes
and consequences of the deep
public political crisis exacerbated
by the 2008 presidential election.
Nor were there efforts to lessen the
effects of the crisis by introducing
genuine liberalizing reforms. Thus
the past remained murky, the pres-
ent and future uncertain.

The already growing gap between the elites and
the population grew a bit wider — not simply
economically but politically. The majority of the
public, disconnected from political processes,
observed the workings of the state services and
concluded that the ruling party’s hold on the

various institutions of society — education, taxation,

police, media — had become even more unyielding.

The political and economic elites or those closest
to power and most affected by them, became
increasingly disheartened and pessimistic about the
ability of the ruling party and leaders to maintain
order, give direction and ensure some predictability

and certainty in economic and political processes.

Internal processes were affected by regional
developments and the continuing economic

crisis. Domestic political forces were reconfigured
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sufficiently to raise the specter of a new sort of

uncertaintly.

The Armenian Revolutionary Federation, which had
formally left the coalition the previous year because
of the president’s insistence on pushing forward the
Armenia-Turkey protocols, did not transform their
agenda or activities in any significant way. Their

political ambitions remained unclear.

The other coalition party, Prosperous Armenia, also
took steps to signal its readiness to compete with

the ruling Republican Party.

Finally, the Armenian National Congress (ANC),
carrying the banner of the opposition, itself
prevaricated in its statements and activities in ways

that rendered vague its own positions and potential.

Thus, both the political and economic GINI
coeflicients grew even as political and economic
processes progressed in unpredictable and uncertain
ways. The first notable political event of the year
was the special election held in the electoral
district whose representative in Parliament, one of
independent Armenia’s first major businessmen
and one of the first to enter politics, Khachatur
Sukiasyan, laid down his mandate and left the
country. He did so after spending some time in
hiding following charges brought against him in
the aftermath of the 2008 election, in the context
of his close affiliation with former president and
unsuccessful presidential candidate Levon Ter
Petrossian. His parliamentary seat was sought by
another opposition leader, Nikol Pashinyan, editor
of the daily newspaper Haykakan Zhamanak, who
was himself being held in detention on charges of

organizing mass disorder.

In the midst of formal and informal charges of

impropriety by the Armenian National Congress,
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the Armenian Revolutionary Federation, and
others, the winner was a heretofore little-known
member of the National Unity Party. Also
remarkable was the fact that voter turnout did not
exceed 20 percent, in a district whose residents
are considered knowledgeable and politically
savvy. Thus, this low figure, even in the Center
District of Yerevan where voters had a chance to
elect an arrested member of the opposition to the
National Assembly, either was simply typical for a
special election, or reflected the population’s deep

disenchantment.

The already growing gap between the
elites and the population grew a bit
wider — not simply economically but

politically
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Nine days after the election, Pashinyan’s guilty
verdict was issued and he was sentenced to serve
seven years. This was subsequently cut in half.

He remained in prison, but continued to be a
significant political player with his editorials, which
appeared daily until the end of the year, savaging the
authorities and sanctifying the Ter-Petrossian-led

opposition.

There were other changes, too, in Parliament. No
longer did the Parliament’s Council of Europe
delegation include the vocal member of the
opposition Heritage Party, Zaruhi Postanjyan, who
consistently raised Armenia’s domestic challenges in
Strasbourg. Officials explained that the coalition’s
Rule of Law Party representative replaced the
former coalition member ARFE. The AREF, in turn,
with more parliamentarians than the Heritage
Party, and now a non-coalition member, became the

“opposition” in the delegation.

ARMENIA IN 2010

But the Council of Europe’s engagement was

not as profound as in past years. In March, the
monitors requested that the government provide
them with a timetable for reforms. The opposition
Armenian National Congress responded before the
government did. This received no rejoinder from
either the authorities or the Europeans. There was
no public debate, nor was there one later, when the
ANC presented a 100-Step Economy program,
presented to the European ambassadors, as well as
the public. The ANC did not pursue discussions
on the specifics of either its economic or political

proposals.

The Armenian National Congress was consistent
and successful in using the presence in Yerevan of
European policy and opinion makers to publicly
express its dissatisfaction and its demands. One such
event, in October, was the Future of Democracy
Forum of the Council of Europe, this year held

in Yerevan. Prior to that, in early April, an ANC
demonstration was made to coincide with the
annual conference of the respected International
Federation for Human Rights, held in Yerevan.
Conference participants, including well-known
human rights defenders from various countries,
actually joined the demonstrators who were calling

for the release of imprisoned political activists.

The conference was held in the Philharmonic Hall,
in Opera Square, although the square itself, the
site of the post-election sit-in in February 2008,
remained unavailable for public meetings. The
opposition staged its protest at the Matenadaran
while the area around the opera continued to be

llSCd fOl‘ various entertainment purposes.

The year 2010 was one of uncertainty and internal
challenges for the ANC, which at its irregular
public demonstrations announced time-outs

coupled with an expectancy for transformative
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events. In the absence of a role in the National
Assembly, and without the opportunity for
substantial input in domestic politics, the ANC
began to experience internal problems, natural to
such a situation. The history-making Armenian
National Movement (ANM) which led the
Karabakh and environmental movements in the late
1980s and subsequently was independent Armenia’s
home-grown political force, is the party at the

core of the ANC. But in 2010, the president and
vice-president of the ANM resigned, amid charges
by internal opponents, that the two officers were in

collusion with the authorities.

The ensuing elections for a new president were
followed by charges of election manipulation.

The accusation was made by Karapet Rubinyan,

a prominent ANM member and former Deputy
Speaker of the National Assembly. He resigned after
explaining that the ANC has been transformed

into a locomotive for one man, its leader, former
President Ter Petrossian, and that there was no longer
room for a plurality of opinions. Subsequently,
another prominent ANM member and former
foreign minister Alexander Arzoumanian also voiced
concerns about the absence of liberalism in the party

and in the country generally.

Although these discussions went no further and had
no public consequence, the public’s perception of a

solid opposition was weakened.

The coalition’s status, too, appeared vague, following
so